=0

INTERNATIONAL

I

¥

Working Paper

Overview of social economy development in Slovakia
and its promoting as the employment solution
for long-term unemployed and disabled ones

Lenka PCOLINSKA

CIRIEC No. 2019/28



CIRIEC activities, publications and researches
are realised with the support of

Les activités, publications et recherches du CIRIEC
sont réalisées avec le soutien de

(3 &

bl Wallonie




Overview of social economy development in Slovakia and its promoting
as the employment solution for long-term unemployed and disabled ones”

Lenka P¢olinska?

The article is written as the part of the project VVGS-2019-1018 Dynamics of the
development of the social economics in Slovakia and its use in self-government.

Working paper CIRIEC No. 2019/28

* Paper presented at the 7 CIRIEC International Research Conference on Social Economy
"Social and Solidarity Economy: Moving Towards a New Economic System",
Bucharest (Romania), 6-9 June 2019.

! Assistant professor, Department of Economics and Management of Public Administration,
Faculty of Public Administration, Pavol Jozef Safarik University in Koice (Slovakia)
(Email: lenka.pcolinska@upijs.sk).



mailto:lenka.pcolinska@upjs.sk

Abstract

The aim of the article is to provide an overview of the social economy development
over three decades in Slovakia (between the years 1989 - 2019) and to point out the
natural environment of shaping this phenomenon as well as the current state and
possibilities for further development. The essential features of the social economy
development in Slovakia are: regional development in terms of reduction of
unemployment and long-term unemployment, integration of disadvantaged groups of
people into the labour market, new law on social economy and social enterprises,
activities of self-governing bodies and implementation of common good activities that
serve the community, the group of disadvantaged but also the region, while
contributing to rural sustainability. As chosen methods, we especially used a
theoretically-analytical approach appropriate to describe the present situation about
unemployment and potential of social economy (using secondary data of official
statistics). The paper aims at clearing the main problems of the social economy
development in Slovakia, also reflecting the historical roots, and it points to the social
economy potential future development.

Keywords: social economy, long-term unemployment, civil society, municipal social
enterprises
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Introduction

In Slovakia, the social economy shaped at a slower pace than in Western
European countries. The acceptance and perception of the term "social
economy" is generally new to some extent in the European space, all the more
in countries where after the fall of Communism, the third sector has only begun
to develop. The European Commission officially recognized the social economy
in 1990, defined it and acknowledged social enterprises as key players in
European economic, social and political space (Lubelcovd, 2012; Dohnalov3,
2003). Establishing the social economy in emerging European countries that
have undergone a social change can be divided into several stages. Based on the
analysis and historical perspective, we identified three phases in the
development of the social economy in Slovakia: the first phase after the end of
communism and the development of democratic and civil society, the second
phase of Slovakian integration to the European structures and the deployment
of the social economy and the third phase of the current economic development
and establishing the social economy in practice.

1. Development of democratic and civil society (1990 — 2000)

Although this phase represents the formation of the socio-economic
environment after 1989, not only in Slovakia, it is important to emphasize the
functioning of centrally directed economies and the different starting position of
social economy formation in the entire Central European area and other post-
communist countries before 1989.

In post-war Germany, the economic order of the social-market economy was
characterized by signs of private ownership, competition of performances, free
pricing, and the principle of free movement of labour, capital and services. The
social order was created by the order of the labour market, which corresponds
to the nature of the social-market economy and the extensive system of social
security, which is based on the principles of fairness and social equality
(Defourny, Develtere, 2008).

The Iron Curtain divided the post-war Europe into two blocks, of which the
Eastern block consolidated the socialist model of economy and the state's
position, thus centrally oriented economy. The social economy, as we know it in
today's framework with regard to helping the deprived, disadvantaged citizens,
disappeared from this level because the strengthening of the state's position,
equality of ownership and the artificially created reciprocity system "did not
need" this social economy "Institution", especially in terms of helping individuals
without work (Pcolinska, 2018). In the context of the centrally oriented



economy, limitation of the free market law, of private ownership and of the
business environment, but also of civil rights on the grounds of the absence of
democracy, civil society has not had the opportunity to be formed in the post-
communist territories for 40 years of communism, as the right to associate, the
right to freedom of speech and others were lacking. These rights are the driving
force for shaping the social economy sector. Thus, the social economy sector did
not exist in this society at all. Social principles were determined solely by the
state within the centralist model of government, where equality and equal
welfare conditions were to be guaranteed. Everyone was supposed to work in a
socialist world, later in communist society.

According to Pavel (2005), of course, there was the interest in taking care of
people with disabilities and the state sought to integrate them into work. Their
employment was among the priorities of the cooperatives. The cooperatives
have assumed the state's responsibility even after World War |, when the first
invalids' cooperatives were formed. Several production cooperatives in Slovakia
were created during the post-war period to create conditions for employing
people with reduced working capacity (Jank(, Sobinkovi¢, 2003). After
World War I, the Constitution of the Czechoslovak Republic enshrined the
principle that the disabled ones would be given the same opportunity for self-
realization as the healthy citizens. Later, when Act no. 5/1956 Coll. on social
security entered into force, cooperatives have become the main actors to assist
disabled citizens. They have become the production cooperatives of the disabled
people. They grew mainly at the turn of the 1980s and 1990s. The Slovak Union
of Production Co-operatives has united 17 production cooperatives of the
disabled people and they employed more than seven thousand such people.
After the political and social changes in Slovakia in 1989, there were also
significant changes in the area of supporting the employment of persons with
disabilities. These changes were already introduced by Act no. 1/1991 Coll. on
Employment (Pavel, 2005).

The whole issue of promoting their employment has become part of the
comprehensive state employment policy, encompassing applying the right to
work of all citizens who can and want to work and are truly interested in work.
This Act was followed by Act no.387/1996 Coll. on Employment and
Act no. 5/2004 Coll. on Employment Services, which tried to elaborate the
instruments of active labour market policy in more detail (Pavel, 2005). The
activities of invalids' manufacturing cooperatives have slowly stagnated since
the 1990s. After the introduction of a "decentralized" model of organizing the
employment of not only disadvantaged people and the transition of their
employment to the free labour market, the cooperatives have gradually lost
their position in the market. The cooperative statute was an important business
form during communism, and being "assimilated" to it contributed to its



weakening after the fall of the iron curtain (Korimova et al., 2008). Compared to
other countries where cooperative practice is a common business practice on
the basis of association and common interest in a common goal, there is a certain
distrust of cooperatives in the Slovakian society, and thus a weaker background
for developing the social economy through this form of doing business.

In many Eastern European countries, the social economy unfolds out of the
scope of the third sector. The social economy is based on the principle of
association, solidarity, subsidiarity, fairness and equality, and consequently also
social inclusion of those who are in any way disadvantaged (Korimova et al.,
2008).

The social economy sometimes identifies itself with the third sector, sometimes
it complements the public, private, but also the non-profit sector itself. However,
its work is consolidated in a society that is built on democratic principles and
freedom of association (Ondrusek, 1998). The freedom of association is a
prerequisite for the formation of the third sector, which has also started to
develop in Slovakia after 1989. The new legislation that came into force opened
up the space for civil activities, social activities and mutual assistance.
Act no. 83/1990 on Association of Citizens, Act no.213/1997 on Non-profit
organizations providing common good services, Actno. 147/1997 on Non-
investment funds and Act no.34/2002 on Foundations, were the direct
consequence of a change in the political establishment of the society, the
commitment of citizens to address market failure or the lack of state social
welfare and the dialogue between the public and private sectors.

This phase can therefore also be seen as the beginning of the third sector
development (non-profit organizations in Slovakia), which focused on supporting
civil society and providing common good and social services. The contribution of
these organizations to the concept of social entrepreneurship concerned both
the new organizational forms and the specific type of management, as well as
the values of social mission and voluntary work (Lubelcovd, 2007). The third
sector is involved in the regulation of economic life when, for example,
associations or social co-operatives are the partners of public authorities in the
task of helping back into work low-qualified unemployed people, who are at risk
of permanent exclusion from the labour market (Borzaga, Defourny, 2001). It is
worthy to mention that 90s were the era of consolidation of democratic efforts,
fight for freedom and justice, and effort for the orientation of politics and society
towards integration into the European Union.



2. Integration into European structures and unfolding of
the social economy (2000 — 2010)

Between 2000 and 2010, especially due to the integration into the European
Union, the ideas of social economy also penetrated the territory of Slovakia: the
period of introducing social economy and social entrepreneurship into
legislation, but also in practice, has started. However, this was preceded by the
shaping of reciprocity and association ideas, the creation of labour market policy
and the consolidation of the third sector under new legislation.

2.1. General aspects and distinction “Social Economy vs Civil society”

In 2004, the Slovak Republic joined the European Union, which included the
adoption of European Community legislation governing the granting of state aid.
In 2004, Act no. 5/2004 Coll. on Employment Services tried to follow up with
Act no. 387/1996 Coll. on Employment policy. It tried to elaborate further on
active labour market policy instruments. These laws have impact for instance on
employing persons with disabilities within the production cooperatives of the
disabled, which, as we have already mentioned, gradually declined, in particular
by losing many subsidy mechanisms from the state. Production cooperatives of
the disabled moved to the form of cooperatives, or sheltered workshops and
workplaces were established. They were constructed in the first decade of the
21 century.

By applying these laws, subsidies from the state budget were reduced and the
system of employing people with disabilities was gradually broken down within
the production cooperatives of the disabled (Pavel, 2005). The negative
perception of cooperatives continued to prevail, and was based primarily on the
fact that the cooperatives were used as the instrument in maintaining
communist ideology during communism, the nationalization of private property
- collectivization and the fulfilment of central economic plans -, which
contradicted the democratic ideas of functioning of the free market and market
economy. According to Korimova et al. (2008), the role of cooperatives was to
limit and push out the capitalist methods and integrate deeper into the planned
economy. Thus, the decline of cooperatives was influenced by several factors,
namely the transformation of the state establishment, the formation of civil
society, the incapability of cooperatives to compete on the market — in
particular, the production cooperatives of the disabled, but also others.

The form of cooperatives, as the most common form of social economy
activities, especially in countries like Italy or Sweden, was marked by the era of
communism in Slovakia, and its decline is a paradox, but understandable,
although its history dates back to 1845, when the first cooperative was founded



in Slovakia (Schliter, 2004). In 2004, the number of invalid production
cooperatives of the disabled fell to 15, with about 550 disabled workers. If there
was less than 50% of disabled people in the production cooperatives, it was a
"simple" production cooperative (Subertovd, 2004). Invalid production
cooperatives of the disabled, which in addition to their business activities also
performed a social function because they employed more than 50% of disabled
people, can be classified as social enterprises (Korimova et al., 2008). Regarding
disabled people, the law determined the obligation of employers with more than
20 employees to employ a certain proportion of people with disabilities; the
establishment of sheltered workshops and workplaces began to be subsidized
(Pavel, 2005).

It can be said that the development of the third sector has fully erupted at this
phase. According to the Office of the Government Representative for the
Development of Civil Society, NGOs in Slovakia most often have the legal form
of civil associations, foundations, non-investment funds and non-profit
organizations providing public services. These organizations operate in the fields
of education, research, child and youth work, social and charity activities, health,
environment, culture, sport, recreation, human rights, minorities, or working in
local communities.

This wide-ranging group of organizations is also the part of civil society, which
does not perceive itself as part of the third sector and does not participate in its
joint activities in any way (for example, many sports clubs, clubs, leisure
associations). It also includes citizens' initiatives, clubs and activities that do not
have an institutionalized and formalized form and do not have their own legal
personality. Civil society also encompasses trade unions and employers'
associations, professional associations, professional chambers and other
institutions of organized interest. Churches and religious societies represent a
specific and autonomous part of civil society (Office of the Plenipotentiary of the
Slovak Government for the Development of Civil Society, 2011). These initiatives
form the base for a social economy, and many actors are pursuing social
activities and fulfilling the social economy framework, although these entities
are not officially referred to as entities of the social economy.

2.2. Employment policies for disabled and long-term unemployed people

Thus, the dynamic period of transformation of employment, labour market and
employment services culminated in the adoption of Act No. 5/2004 on
Employment services. Actions in relation to citizens with disabilities have
become an integral part of a comprehensive state employment policy and set
the citizen's right to access work not only in sheltered employment but also in



the open labour market, but have exacerbated the conditions for social
entrepreneurship and cooperative production (Korimova et al., 2008).

The strategy for integration of the long-term unemployed and social
disadvantaged groups into the labour relations was supported by the European
Union with the initiative EQUAL. The European Social Fund supported various
projects also in Slovakia within this initiative. These projects were led for the
development of social economy in the right sense (Alexy, 2007; P¢olinska, 2013).
Conditions for social support within this initiative EQUAL were created in 2004-
2006.

According the new legislative Act no. 5/2004 Coll. on the employment services,
significant tradition of establishing sheltered workshops started in Slovak
Republic, which worked with people with disabilities and created conducive
conditions for the integration of social economy in the development of the
country. Although they were or are not self-sufficient and are significantly
dependent on a help from outside, they perform a certain economic activity.
Sheltered workshops can be found in a high number in Slovakia and they were
(and still are) focused on various activities: production of office supplies,
decorations, advertising and promotional materials, textile production, food
processing, furniture, woodworking, carpentry, as well as wellness or motor
service and many more (Alexy, 2007).

2.3. Legal and statistical aspects of social economy and its academic support

After the integration of Slovakia to the European Union, the concept of the social
economy came alive in Slovakia. In 2008 regarding the legislation on social
economy, the Slovak Law defined social enterprise within the Act no. 5/2004
Coll. on the employment services. The Central Office for Labour, Social Affairs and
Family, also established the Register of Social Enterprises for the entities that
fulfilled the statutes requirements provided by the legislation. Support for the
employment of disadvantaged job-seekers in a social enterprise is defined by
law: §50b defined the social enterprise, its position in terms of the application
for the status of a social enterprise and §50c concerned the guidelines on the
contribution to support the creation and maintenance of jobs in the social
enterprise for disadvantaged applicants.

Before the legislative implementation of social economy occurred, first pilot
social enterprises were established in Slovakia in 2007 and focused on
integration of marginalized citizens into the labour market. They were
territorially located primarily in the areas with the highest unemployment rate,
where 90-95% were long-term unemployed and generationally and maladjusted
individuals or groups (Korimova, 2011). However, in their early stages, social
enterprises did not create the space for positive effects from this
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entrepreneurship. Many people saw it as an opportunity for using money from
the state support, not as tools for creating value or being helpful to marginal
groups of people. These examples brought the wave of distrust to the social
entrepreneurship, because of their leadership. This had bad hand for the
development of social economy in Slovakia (P¢olinskd, 2013). According to these
examples, the market failure problem is featured from a different angle: a
person who is a representative, the ideas' implementers and decision makers of
social enterprises could be seen as causing the market failure.

However, in particular, by highlighting humanity, its uniqueness and at the same
time the ability to bring ethics, reason, subsidiarity and solidarity into economic
rationality, the social economy can develop scientific knowledge and acceptance
of social justice, poverty reduction and social exclusion (Korimova et al., 2008).
One of the barriers of the adoption the social economy in post-communist
countries is according to J. Defourny, general lack of confidence in the solidarity
action. The concept of solidarity is primarily seen as an individual's relationship
to friends and family, a vision of economic activity is associated with his own
objectives rather than a positive contribution to society (Defourny, 2003).

The Central Office of Labour, Social Affairs and Family of Slovakia published on
its website a list of individuals and entities that have applied for registration into
the Register of Social Enterprises. They were called "Temporary employment
employers who fulfilled the terms of the law".

From 2008 to the end of December 2009, there were 47 companies that were
granted the status of social enterprise according to the Act no. 5/2004 Coll. on
the employment services. 43 companies of them were declared void after few
years of existence and 3 companies suspended activities upon their own request.
Only one of them is still registered as Temporary employment employer (Central
Office of Labour, Social Affairs and Family, 2019).

It should be added that since 2004, at the academic level of universities, events
were organized to actively communicate about social economy as an instrument
of active labour market policy aimed at solving social inequalities, fighting
unemployment and caring for disadvantaged people on the labour market.
Mostly academic researchers at universities, who were interested in the subject,
supported these ideas and moved them forward on the basis of foreign contacts
and upon their own scientific research. One of these academic areas was the
Faculty of Economics of Matej Bel University in Banska Bystrica. Other
workplaces like the Faculty of Economics of the University of Economics in
Bratislava and the Faculty of Public Administration of the Pavol Jozef Safarik
University in KoSice, which in the following period incorporated the topic of
social economy and social entrepreneurship into the education.
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3. Current economic development and establishment of social economy
(2010 -2019)

As the social economy is built on the foundations of the non-profit sector, but
also on business activities aimed at socially beneficial goals, the third decade of
democratic functioning in Slovakia in terms of social economy development was
focused on the development of the third sector.

In order to develop civil society, the institute called "The Plenipotentiary of the
Slovak Government for the Development of Civil Society" was established in
Slovakia in 2011, and a new advisory body of the Government was set up in 2012
- the Government Council for Non-Governmental Organizations. In cooperation
with representatives of the state sector and of the third sector, the Conceptions
of Civil Society Development in Slovakia (“Conception”) were adopted,
containing the basic background and idea of priority areas of civil society
development in which the state and public administration in Slovakia should be
active. The Action Plans for the relevant years are part of the adopted
“Conception” (Office of the Plenipotentiary of the Slovak Government for the
Development of Civil Society, 2019).

The development of the social economy and the establishment of social
enterprises were marked by barriers to its development. First of all, there was
still a social attitude of distrust to social enterprises because of the failure of pilot
social enterprises in 2008. Although the ideas about social economy from
Western European countries in terms of incorporating were implemented into
the legislation under Act no. 5/2004 on employment services, the real practice
remained in the background, especially through the barriers to development,
which were mainly related to the ignorance of the social economy and to what
this phenomenon represents. The first established businesses had problems with
setting themselves on the market, as they focused on integrating disadvantaged
job-seekers and were not competitive enough due to lower job performance.
Another aspect was still the low awareness of the functioning of the social
economy and the low managerial skills of entrepreneurs addressed by this
concept. Legislative definition was too narrow and social enterprises could be
named as social enterprises only if they fulfilled the conditions set by law and
later could be registered in the Register of Social Enterprises.

For 10 years, since 2008 when the definition of social enterprise was expressed
for the first time, no specific law was drawn up to govern the functioning of the
social economy and social enterprises in Slovakia, only amendments of existed
law on employment services. Between the years 2011 to 2017 an amendment to
the Act no. 5/2004 on employment services focused on social enterprises. In
2013, the amendment concerned the conditions for the integration of
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disadvantaged job-seekers in a social enterprise. The amendment in 2016
concerned the addition of the definition of social economy, the conditions of
integrating disadvantaged job-seekers in the social enterprise of labour
integration — a social enterprise that was defined (§50b) — and the conditions of
integrating disadvantaged job-seekers at the Employer of temporary
employment (§50c).

4. Law no. 112/2018 on Social Economics and Social Enterprises

The change occurred in 2018, when the new Act no. 118/2018 on Social Economy
and Social Enterprises was approved. It defines the social economy, the subject
of social economy, the social enterprise, the enterprise with social impact and
the conditions for registration in the Register of Social Enterprises. The law is
conceived wider than the previous definition of social economy and social
entrepreneurship, which allows more free-standing conditions for the operation
of social economy in Slovakia.

§3 of this Act defines the social economics as the sum of productive, distribution
or consumer activities carried out through economic activity or non-economic
activity, independently of the state authorities, whose main objective is to
achieve a positive social impact.

According to §4, the subject of the social economics may be a civil association, a
foundation, a non-investment fund, a non-profit organization, a special purpose
church facility, a trading company, a cooperative or an individual person - an
entrepreneur who is an employer, who:

(a) is not majority-controlled by a public authority, they are largely not
funded, appointed or elected by a statutory body or by more than half of
its members, and do not appoint or elect more than half of the governing
body or supervisory body;

(b) is engaged in economic activity or non - economic activity within the
activities of the social economy; and

(c) if it does business or pursue other gainful activities under special
regulations, it does not pursue them solely for the purpose of gaining
profit or it uses this profit in accordance with this Act.

§5 of the Act identifies the social enterprise and the enterprise with social impact
as follows:
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(1) The social enterprise is a subject of the social economics,

(a) which carries out an economic activity continuously, separately, in its
own name and on its own responsibility,
(b) the main objective of which is to achieve a measurable positive social
impact;
(c) in which the production or supply of goods or services contribute to a
positive social impact;
d) which, if
(1) it earns profit from its activity, it uses more than 50% of after-tax
profit to achieve the main objective under (b),
(2) it distributes part of the profit according to the Commercial Code, it
divides it according to procedures and rules that do not violate the
main objective under (b),
(e) whichinvolvesinterested persons defined by this Act to the management
of its economic activity.

(2) The social enterprise, to which registered social enterprise status has been
granted, is the Registered social enterprise.

(3) The enterprise with social impact is a civil association, foundation, non-profit
organization, church service facility, commercial company, cooperative or
individual person - entrepreneur who performs continuously, independently, in
its own name and on its own responsibility economic activity, the main objective
of which is to achieve a measurable positive social impact and meets at least two
of the conditions under paragraph 1 (c) to (e) (Law no. 112/2018 on Social
Economics and Social Enterprises).

The Act also regulates the operation of 3 types of enterprises: an integration
social enterprise, a social enterprise of housing and another registered social
enterprise, which achieves a greater positive social impact than an entrepreneur
who performs a similar activity for profit.

Social enterprises will be supported by the state directly in the form of
investment and compensation aid, as well as contributions to the integration
social enterprise. The law also envisages indirect support, through tax breaks,
creating demand through public procurement, and through demand-side service
vouchers (Implementation Agency of the Ministry of Labour, Social Affairs and
Family, 2018).

According to the Register of Social Enterprises administered by the Central Office
of Labour, Social Affairs and Family, social enterprises registered in the current
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system since 2008 must comply with the conditions of the current law and will
be re-registered in the new Register of Social Enterprises. Presently, there are
10 social enterprises in the Register of Social Enterprises that fulfilled the
conditions for registration.

5. Circumstantial analysis - assumptions for the development
of the social economics

According the European Economic and Social Committee, Slovakia belongs to the
group of countries where there is a little or no recognition of the concept of the
social economy: The concept of the social economy is little known, emergent or
unknown. The related terms such as non-profit sector, voluntary sector and non-
governmental organizations sector enjoy a relatively greater level of recognition.
Among these countries there are also: Austria, Czech Republic, Estonia,
Germany, Latvia, Lithuania, Malta, Netherlands and Croatia (European Economic
and Social Committee, 2017).

Employment in the social economy differs among the countries of the European
Union. While employment in the social economy in countries such as Belgium,
Italy, Luxembourg, France and the Netherlands accounts for between 9% and
10% of the working population, in the new EU Member States such as Slovenia,
Romania, Malta, Lithuania, Croatia, but also in Cyprus and in Slovakia, the social
economy remains a small, emerging sector employing less than 2% of the
working population (European Economic and Social Committee, 2017).

In order to evaluate the potential of the social economy in Slovakia, it is
necessary to analyse the current situation in the economic environment,
especially in terms of unemployment, as the social economy focuses on it. As we
can observe in Table 1, unemployment rate in Slovakia has a decreasing trend
and in the last 3 years: it decreased about 5%.

Table 1 - Unemployment rate in Slovakia (% of active population)

2009 | 2010 2011 2012 2013 2014 2015 2016 2017 2018

Slovakia 121 14,5 13,7 14,0 14,2 13,2 11,5 9,7 8,1

Source: Eurostat, 2019.

This trend is similar to the other countries in the Central European region. The
unemployment rate is also decreasing in the Czech Republic (around 2%), Poland
and Hungary (around 4%). In comparison, the unemployment rate in Slovakia is
the highest among these countries (Eurostat, 2019).
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Graph 1 - Unemployment rate in V4 countries (% of active population)
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The long-term unemployment is now becoming a more serious problem for
development, especially at local level. According to OECD data in 2017, long-
term unemployment in Slovakia was 58.79% of total unemployment and Slovakia
is the second country from the EU28 with the highest long-term unemployment.
It means that more than half of Slovak unemployed people are unemployed for
a long period, more than 1 year. For this group of people who are for a longer
time without work it is harder to come back to the labour market. They lose
working habits, working skills and they suffer from social and psychological
effects on their life. Comparing to other countries of V4 region, long-term
unemploymentin Polandis 31,03%, in Czech Republicitis 35,98% and in Hungary
41,32% of unemployed people. Slovakia has analogical the highest long-term
unemployment rate in central Europe.

Graph 2 - Long-term unemployment rate in EU28 (% of unemployed, 2017)
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Looking closer to the territory of Slovakia we can see many differences especially
in socio-economic situation between regions and districts. As it is obvious, higher
life standard concentrates mostly around big towns. We can see the disparities
in the unemployment rate between regions. And according to this we can
identify the problematic regions and the needs of the specific action in those
regions.

Graph 3 - Regional disparities of unemployment in Slovakia (%, 2018, NUTS 3)
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At the end of 2018, the lowest levels of registered unemployed people were in
the Trnava and Bratislava regions: around 2%. The district with the lowest rate
of unemployment at the end of 2018 was the Hlohovec district (1.68%).

Picture 1 - Unemployment rate in Slovak districts (%, LAU 1, December 2018)

Source: Central Office of Labour, Social Affairs and Family, 2019.
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On the contrary, the further east in the country, the higher the rate of registered
unemployment. We can observe it also in picture 1 where the differences of
unemployment rate between districts of Slovakia are shown in darker and lighter
colours. The highest registered unemployment rate in comparison of regions was
in the PresSov region, where it stood at 8.61% at the end of 2018. The highest
registered unemployment rate in comparison of districts was in the district of
Rimavska Sobota (Banska Bystrica Region, central south) - 16.1% registered
unemployment rate at the end of 2018.

The analysis of the duration of the long-term unemployment can better describe
the situation of Slovakia especially in regions where unemployment is higher.

In Table 2 we can observe, that the average duration of unemployment in
Slovakia in months is around 30,2 months in 2017, what represents in average
2 years and 6 months of being unemployed. In 2001, the average duration of
unemployment in Slovakia was the shortest — 1 year and 3 months.

The longest average duration of unemployment was in 2006, and it lasted 2 years
and 10 months (almost 3 years). In comparison with the data of V4 countries in
2017, Slovakia has the longest average duration of unemployment. For example,
in Czech Republic it is 15,6 months and in Hungary 16 months (OECD, 2019).

Table 2 - Average duration of unemployment in Slovakia (in months)

Time/
2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
country

2017

Slovakia | 154 | 237 | 240 | 239 | 282 | 343 | 334 313|236 | 271 | 288 | 305 |3L7 | 296 | 315 | 29,1

30,2

Source: OECD, 20109.

Longer unemployment can bring other negative effects: deep social and
psychological burdens in the form of inferiority, shame, guilt, incompetence,
often loss of social ties, loss of skills and working habits and increasing reluctance
or fear of returning to the labour market; problems with alcoholism or with other
addictions. This also affects the economic level of a person who is gradually
getting into a vicious circle of reduced income or financial debt. These
unemployed people are becoming disadvantaged job-seekers, as a marginalized
group. This group of unemployed people could be the subject of further
research. As they are depending on the external help, it is the group of interest
of social initiatives in the private and non-profit sectors, which can represent the
social economy.

In assessing the unemployment and long-term unemployment in individual
regions in Slovakia, it is necessary to create such a labour market policy, for
ensuring the conditions of employability for these marginalized groups, which
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are getting isolated from the society especially due to long-term unemployment.
However, it is not just about the long-term unemployed, since also other groups
of citizens can be disadvantaged.

Act no. 112/2018 on social economy and social enterprises defines the following
groups of disadvantaged citizens: persons who did not have a job for the last six
months, or whose wages did not reach the minimum subsistence level and are
at the same time: over 50 years old, persons under the age of 26 who have not
been employed for 6 months since graduating, long-term unemployed, people
with lower education, people living in the least developed districts, persons of
national minority or an ethnic minority, lonely adults with one or more persons
dependent on their care, persons with disabilities.

The Act also defines groups of persons who belong to the so-called vulnerable
persons (f.e. former prisoners, refugees, children from orphanages)
(Act No 112/2018 on social economy and social enterprises).

On the basis of the economic environment analysis, we can say that there is a
need in specific regions to create employment support for the above-mentioned
groups of citizens, but which require a special approach. As the primary goal of
a social enterprise is to provide jobs and education, especially for those who are
socially excluded, by creating a stimulating and supportive environment, we see
social economy as the response for the active labour politics for disadvantaged
people. Easy manual work is an excellent opportunity for varying degrees of work
difficulty and the integration of people with different skill levels (Cehelska,
Hangoni, 2013).

6. Potential of social economy - municipal social enterprises

The new trend in the Slovak Republic is the establishment of municipal
companies. According to the monitoring of the local territory there is a visible
effort of mayors to locally help their own groups of disadvantaged citizens,
especially in the regions and districts with higher unemployment rates.
Municipal enterprises are not motivated by profit-making, but primarily by
seeking to ensure efficient public services and improving the quality of life of
their citizens, and thus, solving specific social and economic problems in the
village or in the city (Toth et al., 2014). Mayors try to connect the potential they
have in people who are without job and local needs of villages or towns.

We can see a big potential especially in establishing municipal social enterprises
that according the experiences can be more vivid at the market and can bring a
profit for local economies. As the private effort of individuals in establishing the
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social enterprises is not so easy and business of the company can fail, the
successful examples of municipal companies can be used as the examples for
activities with disadvantaged citizens. Many helping initiatives arose between
state, non-profit sector and academic world in offering the help of Regional
centres of social economics and courses for those mayors who are thinking about
establishing municipal social enterprises.

The growth of the social enterprises especially in assisting villages and towns can
bring the solution to the regions with high unemployment and long-term
unemployment. Adapting the capabilities of potential workers and finding the
main business activity of the company, mostly manual work can be performed
on the basis of simple training: construction work of different types (excavation
work, concrete work, masonry work, etc.), painting work, small bakery and
confectionery production, tailoring workshops, gardening, production of wood
products, eco-fuel production, provision of cleaning services, waste companies
and many others.

Conclusions

Social economy is still an emerging trend in solving the active labour market
policy in Slovakia. After more than ten years of development and establishment
of the concept of social economy in Slovakia, the law on social economy and
social enterprises was adopted in 2018. The actual situation of the labour market
creates natural preconditions for the development of these activities aimed at
helping marginalized groups in society to have a chance to return to the labour
market. Slovakia needs to find a tool to address with the long-term
unemployment, which is the second highest in the EU28 and the highest among
V4 countries.? Although the unemployment rate is declining in Slovakia, the high
share of the long-term unemployed is a sign that active labour market policy
requires a distinctive approach with a focus on the long-term unemployed who
are losing their working habits and are unable to be recruited on the traditional
labour market. In regions with the highest share of long-term unemployment, it
is possible to use the instruments of the social economy - the social enterprises.
Through the support of the state and lower demands on the performance of
employees, it is also possible to help to the economic growth of the localities
with a high percentage of disadvantaged citizens. In particular, we see the way
in establishing municipal social enterprises.

2 According to Graph 2: Long-term unemployment rate in EU28 (OECD, 2019), the long-term unemployment rate
in Slovakia was 58,79%. In comparison to the central European neighbouring countries — named V4 countries
(Visegrad countries - Czech Republic, Poland, Hungary and Slovakia) — Slovakia has the highest long-term
unemployment rate.

20



References

ALEXY, K. (2007), Socidlna ekonomika vo vybranych stdatoch Eurdpy a na Slovensku,
Thesis, Bratislava: Univerzita Komenského v Bratislave. Available at:
http://diplomovka.sme.sk/zdroj/3258.pdf.

BORZAGA, C., DEFOURNY, J. (2001), The emergence of social enterprise, London:
Routledge. ISBN 0-415-33921-9.

CEHELSKA, D., HANGONI, T. (2013), ManaZment rozmanitosti v socidlnych
organizdcidch, PreSov: PreSovska univerzita. ISBN 978-80-555-0959-4.

Central Office of Labour, Social Affairs and Family (2019), Regional disparities of
unemployment.
Available at: https://www.upsvr.gov.sk/statistiky/nezamestnanost-mesacne-
statistiky/2018.html?page_id=771790

Central Office of Labour, Social Affairs and Family (2019), Register of social enterprises.
Available at: https://www.upsvr.gov.sk/sluzby-zamestnanosti/aktuality/zmeny-
tykajuce-sa-socialnych-podnikov-pracovnej-integracie-s-ucinnostou-od-
1.5.2018.html?page_id=792875

DEFOURNY, J. (2003), Social Enterprises in an Enlarged Europe, Concept and Realities.
In Alexy, K. 2007, Socidlna ekonomika vo vybranych statoch Eurdpy a na Slovensku,
Thesis, Bratislava: Univerzita Komenského v Bratislave. Available at:
http://diplomovka.sme.sk/zdroj/3258.pdf.

DEFOURNY, J., DEVELTERE, P. (2008), The social economy. The worldwide making of
third sector. In Hasse, R.H., Schneider, H., Weigelt, K. (2008), Lexikon socidlne-
trzniho hospoddrstvi, Praha: Konrad Adenauer Stiftung. ISBN 978-80-254-2146-8.

DOHNALOVA, M. (2003), Socidlni podnikani v ob&anském sektoru v CR. In
Determinanty socidlneho rozvoja - Socidlne podnikanie. Banskd Bystrica:
Ekonomicka fakulta, Univerzita Mateja Bela.

European Economic and Social Committee (2017), Recent evolutions of the Social
Economy in the European Union, Brussels: “Visits and Publications” Unit, 2017.
ISBN 978-92-830-3812-2.

Eurostat (2019), Unemployment by sex and age. Available at:
http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=une_rt_a&lang=en

Implementation Agency of the Ministry of Labour, Social Affairs and Family (2018),
Spustenie siete regionalnych centier socialnej ekonomiky. Ministry of Labour,
Social Affairs and Family. Available at:
https://www.ia.gov.sk/sk/aktuality/spustenie-siete-regionalnych-centier-
socialnej-ekonomiky

JANKU, J., SOBINKOVIC, B. (2003), Vyrobné druzstva: Vyhody druZstiev invalidov sa
postupne stracaju. In Trend. Available at: https://www.etrend.sk/trend-
archiv/rok-/cislo-Febru%C3%A1r/vyrobne-druzstvavyhody-druzstiev-invalidov-sa-
postupne-stracaju.html

21



KORIMOVA, G. et al. (2008), Socidlne podnikanie a socidlny podnik. Banska Bystrica:
Kopernikus. ISBN 978-80-969549-6-4.

KORIMOVA, G. (2011), Ako dalej v socidlnom podnikani na Slovensku? In Zbornik z
konferencie ZdruZenie SK8 a Stdla konferencia organizdcii tretieho sektora SR.
Trnava: Urad TTSK, ISBN 978-80-970978-5-1. Available at:
http://www.skts.sk/?action=article&category=10&saction=showArticle&id=71

Law no. 112/2018 on Social Economy and Social Enterprises.

LUBELCOVA, G. (2007), Socidlne podnikanie ako potencial socidlneho rozvoja. In
Determinanty socidlneho rozvoja - Socidlne podnikanie V. Zbornik z medzindrodnej
vedeckej konferencie. Banska Bystrica: EF UMB. ISBN 978-80-8043-494-4.

LUBELCOVA, G. (2012), Socidlna ekonomika: koncepty, prileZitosti a rizika, In
Socioldgia, pp. 83-108.

Ministry of Labour, Social Affairs and Family of the Slovak Republic (2019), Social
economics. Available at: https://www.employment.gov.sk/sk/praca-
zamestnanost/socialna-ekonomika/

OECD (2019), Average duration of unemployment. Available at:
https://stats.oecd.org/index.aspx?DataSetCode=AVD_DUR (Accessed on
28 March 2019).

Office of the Plenipotentiary of the Slovak Government for the Development of Civil
Society (2011), Obcianska spoloc¢nost a neziskovy sektor.
Available at: https://www.tretisektor.gov.sk/index.php?cms_location=obcianska-
spolocnost-a-neziskovy-sektor

Office of the Plenipotentiary of the Slovak Government for the Development of Civil
Society (2019), Rozvoj obcCianskej spolocnosti. In Ministry of Interior of Slovak
republic. Available at: https://www.minv.sk/?ros_rozvoj-os

ONDRUSEK, P. a kol. (1998), Citanka pre neziskové organizdcie. Bratislava: Centrum
prevencie a rieSenia konfliktov, Partners for Democratic Change - Slovakia s
financnou podporou Nadacie pre obciansku spoloc¢nost z programu Democracy
Network. ISBN 80-967890-5-8.

PAVEL, D. (2005), Praca pre zdravotne postihnutych — ¢o druzstva, to $tat (Diskusia). In
Trend. Available at: https://www.etrend.sk/ekonomika/praca-pre-zdravotne-
postihnutych-co-druzstva-co-stat-diskusia.html

PCOLINSKA, L. (2013), Social Economy, Its Perception and Possibilities of Its
Development in Conditions of the Slovak Republic. CIRIEC Working paper. Liege:
CIRIEC N° 2014/10. ISSN 2070-8289.

PCOLINSKA, L. (2018), Evolutionary aspects of socioeconomic thoughts and social
economics. In Trh prdce a socidlna ekonomika — specifické otdzky a problémy -
Recenzovany zbornik vedeckych stati. Bratislava: Narodohospodarska fakulta EU
BA. ISBN 978-80-225-4503-7.

22



SCHLUTER, R. (2004), In Repariova, M. 2004. Délezity dobry imid? a podpora
druZstevnej myslienky. In Slovak Co-operatives News. Bratislava: The Co-operative
Union of the Slovak Republic. Vol. 1, p. 5. Available at:
http://www.dusr.sk/download/dokumenty/coopnews2004.pdf

SUBERTOVA, E. (2004), Ciele socidlnych druistiev vo svete a v SR. In Determinanty
socidlneho rozvoja - Socidlne podnikanie Il. Zbornik z medzindrodnej vedeckej
konferencie. EF UMB, Banska Bystrica. ISBN 80-8055-966-X.

TOTH, P. et al. (2014), Ekonomické activity obci a mést. Plzef: Vydavatelstvo Ale Cenék
s.r.o. ISBN 978-80-7380-491-6.

23



This yearly series of working papers (WP) aims to publish works resulting from
the scientific network of CIRIEC. The WPs are subject to a review process and
are published under the responsibility of the President of the International
Scientific Council, the president of the scientific Commissions or the working
groups coordinators and of the editor of CIRIEC’s international scientific
journal, the Annals of Public and Cooperative Economics.

These contributions may be published afterwards in a scientific journal or
book.

The contents of the working papers do not involve CIRIEC’s responsibility but
solely the author(s’) one.

The submissions are to be sent to CIRIEC (ciriec@uliege.be).

Cette collection annuelle de Working Papers (WP) est destinée a accueillir des
travaux issus du réseau scientifique du CIRIEC. Les WP font |'objet d’une
procédure d’évaluation et sont publiés sous la responsabilité du président du
Conseil scientifique international, des présidents des Commissions
scientifiques ou des coordinateurs des groupes de travail et du rédacteur de la
revue scientifique internationale du CIRIEC, les Annales de |’économie
publique, sociale et coopérative.

Ces contributions peuvent faire |'objet d’une publication scientifique
ultérieure.

Le contenu des WP n’engage en rien la responsabilité du CIRIEC mais
uniguement celle du ou des auteurs.

Les soumissions sont a envoyer au CIRIEC (ciriec@uliege.be).

This working paper is indexed and available in RePEc
Ce working paper est indexé et disponible dans RePEc

ISSN 2070-8289
ISBN 978-2-931051-27-6
EAN 9782931051276
http://doi.org/10.25518/ciriec.wp201928

D/2019/1406/28-d

24



mailto:ciriec@uliege.be
mailto:ciriec@uliege.be
http://doi.org/10.25518/ciriec.wp201928

WP Collection 2019

2019/01

2019/02

2019/03

2019/04

2019/05

2019/06

2019/07

2019/08

2019/09

2019/10

2019/11

2019/12

2019/13

2019/14

Evolutions récentes de I’économie sociale dans I’Union européenne
Rafael CHAVES & José Luis MONZON

Recent Evolutions of the Social Economy in the European Union
Rafael CHAVES & José Luis MONZON

Evolucidn reciente de la economia social en la Unién Europea
Rafael CHAVES & José Luis MONZON

Die jiingsten Entwicklungen der Sozialwirtschaft in der Europdischen Union
Rafael CHAVES & José Luis MONZON

Recente ontwikkelingen in de sociale economie in de Europese Unie
Rafael CHAVES & José Luis MONZON

Italian cooperatives: an analysis of their economic performances, employment
characteristics and innovation processes based on combined used of official data
Carlo BORZAGA, Manlio CALZARONI, Chiara CARINI, Massimo LORI

Role de I'lnnovation Sociale dans le Développement Socioéconomique au Maroc :
Premiéres Constatations a partir de la Littérature, et Etude de Cas de 4 Associations
Socialement Innovantes

Abdellatif BOUAZZA & Youssef NAFIL

De l'intérét de créer un nouveau concept : la lucrativité limitée
Laetitia DRIGUEZ

International City Network and Public-Private Cooperation for Urban Water-
Environment Management: A Study of Japanese Public Water Services’ Overseas
Expansion

Naoki FUJIWARA

Partnering with Civil Society Organizations. The role of volunteers and not for profit
organizations in the provision of welfare services
Federica VIGANO & Andrea SALUSTRI

ICT and Ethical Finance: Fostering Social Innovation and Financial Inclusion
Gian-Luca GASPARINI & Aurora PROSPERO

New Trends in the Social and Solidarity Economy Regarding Agriculture and Food:
A Comparison between France and India
Antoine PERRIN

Workers BuyOut: why employee-owned enterprises are more resilient than
corporate business in time of economic and financial crisis?

The case of Emilia-Romagna Region

Andrea BASSI & Alessandro FABBRI

How Social Enterprises Contribute to Alternative Food Systems
Anastasia COSTANTINI, Gianluca PASTORELLI & Alessia SEBILLO

25



2019/15

2019/16

2019/17

2019/18

2019/19

2019/20

2019/21

2019/22

2019/23

2019/24

2019/25

2019/26

2019/27

2019/28

26

Measuring the Impact of a Social Enterprise — Case Study CONCORDIA Bakery,
Romania
Irina-Sinziana OPINCARU & Doina CRANGASU

Vers un nouveau paradigme ancré dans les pratiques d’économie solidaire :
le délibéralisme
Eric DACHEUX & Daniel GOUJON

Social enterprises role in Romanian welfare system
Mihaela LAMBRU & Claudia PETRESCU

Community financing in the German organic food sector: a key for sustainable food
systems?
Gerlinde BEHRENDT, Sarah PETER, Simone STERLY & Anna Maria HARING

Self-Management Report in Brazil - Technical Concepts and Challenges
Daniel Francisco NAGAO MENEZES

Creacidn de un nuevo bien comun para las cooperativas agricolas: Big data, TIC e
intercambio de datos
Cynthia GIAGNOCAVO & Daniel HERNANDEZ CACERES

Job Quality in Economy for the Common Good Firms in Austria and Germany
Laia OLLE-ESPLUGA, Johanna MUCKENHUBER & Markus HADLER

Social Innovation - Scaling Social Impact: a Danish Case Study
Roger SPEAR & Carman Ka Man CHAN

Shared-Services Cooperatives: Strengthening Local Economies through
Collaboration
Christina CLAMP, Eklou AMENDAH & Carol COREN

Les bonnes pratiques en matiére de politiques publiques relatives a I’économie
sociale européenne, a la suite de la crise économique
Rafael CHAVES & José Luis MONZON

Best practices in public policies regarding the European Social Economy post the
economic crisis
Rafael CHAVES & José Luis MONZON

Buenas practicas en las politicas publicas relativas a la economia social europea tras
la crisis econdmica
Rafael CHAVES & José Luis MONZON

Platform Cooperativism in Italy and in Europe
Francesca MARTINELLI, Samuele BOZZONI, Simone CAROLI, Francesca TAMASCELLI
& Giuseppe GUERINI

Overview of social economy development in Slovakia and its promoting as the
employment solution for long-term unemployed and disabled ones
Lenka PCOLINSKA



© CIRIEC
No part of this publication may be reproduced.
Toute reproduction méme partielle

de cette publication est strictement interdite.



CIRIEC (International Centre of Research and Information on the Public, Social and
Cooperative Economy) is a non-governmental international scientific organization.

lts objectives are to undertake and promote the collection of information, scientific
research, and the publication of works on economic sectors and activities oriented
towards the service of the general and collective interest: action by the State and the local
and regional public authorities in economic fields (economic policy, regulation); public
utilities; public and mixed enterprises at the national, regional and municipal levels; the
so-called "social economy” (not-for-profit economy, cooperatives, mutuals, and non-profit
organizations; etc.).

In these fields CIRIEC seeks to offer information and opportunities for mutual enrichment to
practitioners and academics and for promoting international action. It develops activities of
interest for both managers and researchers.

Le CIRIEC (Centre International de Recherches et d'Information sur 'Economie
Publique, Sociale et Coopérative) est une organisation scientifique internationale non
gouvernementale.

Ses objectifs sont d'assurer et de promouvoir la collecte d'informations, la recherche
scientifique et la publication de travaux concernant les secteurs economiques et les activites
orientes vers le service de linteréet general et collectif : laction de ['Etat et des pouvoirs
publics regionaux et locaux dans les domaines economiques (politique economique,
regulation) ; les services publics ; les entreprises publiques et mixtes aux niveaux national,
regional et local ; « leconomie sociale » : cooperatives, mutuelles et associations sans but
lucratif ; etc.

Le CIRIEC a pour but de mettre a la disposition des praticiens et des scientifiques
des informations concernant ces differents domaines, de leur fournir des occasions
d'enrichissement mutuel et de promouvoir une action et une reflexion internationales.
Il developpe des activites qui interessent tant les gestionnaires que les chercheurs
scientifiques.

INTERNATIONAL CENTRE OF RESEARCH AND INFORMATION
ON THE PUBLIC, SOCIAL AND COOPERATIVE ECONOMY - AISBL

CENTRE INTERNATIONAL DE RECHERCHES ET D'INFORMATION
( l I E l SUR LECONOMIE PUBLIQUE, SOCIALE ET COOPERATIVE - AISBL

INTERNATIONAL

Universite de Liége | Quartier Agora | Place des Orateurs1 | Batiment B33 -
boite 6 | BE-4000 Liege (Belgium) | T +32 (0)4 366 27 46 | F +32 (0)4 366 29 58
ciriec@ulgacbe | www.cirieculg.acbe




