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Abstract

The given article reflects the situation of Slogakial economy. It takes into account
and presents the evolution of social economy angneésent perception in Slovakia.
Within the Central European countries, Slovakia wesfirst country to define social
economy in terms of legislative measures. Howeivas important to analyze its
operation in terms of legislative definition whidbtermines its possibilities and limits
of development and, consequently, the possibildres limits of development of the
national economy as a whole - to which social ecopnecan significantly help.
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Introduction

Social economy and business represent a link betwaeate and non-profit
sectors, as for individual subjects profit generatis expected; however, its
creation is not for the redistribution among mamadpmit it is reinvested for the
purposes of business social aims and it serveleagpvod and the needs of
individuals and society.

Furthermore, social economy represents a spacelar to create conditions
for involvement of marginal groups into the labapogess, mainly those who
find themselves on the margins of the society wérettue to the loss of their
jobs leading to long-term unemployed or due to adi@ap that disables them
from standard work placement. The concept of saahomy tries to involve
these people into full-valued life leading to thenbfit of the community and
local community in a particular region.

1. Definition of social economy and its perceptiom Slovakia
in the context of historical development and polital changes

Social economy was implemented in the area of Eloe@nomy at the
beginnings of 90s of the #@entury when the restoration of free market and
development of the civil society occurs. As it veaEuropean level, the term of
the social economy began to be used in the mid<l,9%€pecially through the
works of the EMES European Research (Defourny-Nyss2008).

Forming the social economy in Slovakia was simgaiin the other European
countries. The beginnings of activities that cdaddmarked as social-economic,
date back to the Middle Ages. At this time, therrevestablished associations,
institutions, convents, which were focused on tmeproving the social
conditions of the population. The activity, whete tsocial economy has its
roots, comes out in many cases from activities lafrch institutions. These
created assumptions of the solidarity, subsidiaaityl justice values by their
charity work and caring for the poor people. Atgmet, these values are the
main principles of the social economy.

Guilds, groups and other business associationotat self-help groups led
by church and convents were created. Expansiorh@fassociation in the
19" century put the base for the creation of the tisiedtor in the territory of
Slovakia. Many organizations, that weren’t depahde the state and weren’t
primarily active at the free market also arisedirmyrthe f'Czechoslovak
republic in the territory of Slovakia. These orgations were mostly free-time
associations dedicated to sport and various hopblolesrity and non-profit
organizations, or organizations as cooperativesnotual-type organizations.
Development of this sector was interrupted by WaNdr I, subsequently by
the onset of socialism. Although cooperatives bec#me part of the socialistic
republic policy, their fundamental pillar — voluntan — was disturbed. New
development possibilities began to appear afteQ19hen the third sector



gradually grew, civic activism appeared as the &mental pillar of the social
economy. New business opportunities also arisedfie®ed market, that is the
necessity of the social economy, opened (Alexy,7200

Social economy in the context of entrepreneurst@pded the time for its
development. Within the 20 years of the democra@ny civic initiatives, with
the help to people on the margins of the societmecinto being.

At first, non-profit sector fulfilled this functigroften on a voluntary basis in
the created civic associations, foundations anération-profit subjects. These
subjects have done much of the work that had tampdemented within the
groups of people in need and prepared the platfmmthe social economy
development.

The third sector is involved in the regulation aforomic life when, for
example, associations or social co-cooperatives tlaee partners of public
authorities in the task of helping back into wordogdy qualified unemployed
people, who are at risk of permanent exclusion fthenlabor market (Borzaga-
Defourny, 2001).

Operation of the non-profit subjects within theiabeconomy activation had
its positive contributions, but we can also talloatonegative impact, mainly
from the view of the implementation of social ecomyo In terms of benefits, at
first, these initiatives shaped and shape altr@asoh philanthropy in society and
emphasize the importance of the care for those edmnot help themselves.
Non-profit subjects of the third sector shapedasaciety and after the 40 years
of civic activities marasmus, their revival and epéndent co-participation in
society mainly in the social and educational figldseates the conditions for
establishment of social economy.

The negative effect of the non-profit subjects afien that try to meet the
conditions of social economy is the perceptionagia economy as the activity
of the third sector. Despite of the implementatio@ social entrepreneurship as
the main term and concept of social economy int $tovak legislation and
despite of many informational initiatives of thevici sector, social economy
remains undeveloped in its full meaning. On the baed, we see the problem
that society takes the social economy as the paneahird sector that is mainly
dependent on the help from the state, or EuropeammnUand harms the
competition at the market. Subsequently, there ot the interest in this
innovative social entrepreneurship. On the othedh&eginnings of the social
enterprises operation didn’t create the space @mitipe effects from this
entrepreneurship. Many people see it as the taou$mg money, not as the
subjects that are here for creating values or blegigful for marginal groups of
people.

The strategy for integration the long-term unemptbyand social
disadvantaged groups into the labor relation waspaertied from the side of
European Union by the initiative EQUAL. Europeanci@b Fund supported
various projects also in Slovakia within this iattve. These projects were
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leaded for the development of social economy inridpet sense (Alexy, 2007).
Conditions for social support within this initiadvEQUAL were created in
2004-2006.

In 2008, the amendment of Law no. 5/2004 Coll. ampleyment services,
that defined social entrepreneurship, was approVede period between 2004
and 2006 was the preparation time of the resedrtiedSlovak market — to see
the importance of social economy within the progEa@UAL and its activities.

After the implementation social entrepreneurship ithe legislation and the
determination of the basic concept of social econam Slovakia, social
enterprises began to establish. The first pilotjguts, as it was mentioned
before, brought the wave of distrust to the soerdrepreneurship, because of
their leadership. This beginning of the social emteneurship has bad hand for
the development of social economy in Slovakiapittsent. Because of it, it's
important to reinforce the information campaigns tire public about the
advantages and contribution that social economybciaig to the local economy.
The one way is to show and present examples of goactice that have their
roots in the subjects of the third sector. Althode legislative determination
present the social economy in the narrow-bandcymies of social economy do
not fulfil only the subjects that have this idew#tion according law and are
registered at the Central Office of Labour, Soéiffhirs and Family, but also
many other subjects, mostly from the third sedioat try to fulfil the aims of
social economy. We can find also subjects of peivséctor, fulfilling their
mission with the social welfare.

2. Legislative definition of social economy, socia@nterprise
and entrepreneurship

Although social economy has a long tradition, tHearc theoretical and
content definition hasn't been defined yet. In tiieat the macro level, social
economy can be seen as a set of the socio-econalogctives, tools and
organizational and legal measures which aim todbgctive mitigating the
social differences between individuals, groups ebgle and between regions
within a single national economy, or within the iseeconomic group of several
countries (eg the EU). At the micro level, the fanmgkntal priority is the
practical implementation of social inclusion of iais disadvantaged people
into the mainstream way of life of the society amdating the conditions for a
regular income, especially by the creation of nelasj(Korimova et al., 2008).

The term social economy is also used to descritierscwhich have both
economic and social benefits. Social economy cseatevital space for the
development of corporate systems, volunteer actemd social enterprises,
which are positioned between the traditional pavand public sector (Parlalis,
2011). Other authors are talking about the econeerying people (Diaz-
Foncea-Marcuello, 2012). According CWES, the so@abnomy includes
economic activities carried out by co-operatived eglated enterprises, mutual
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societies and associations whose ethical stanapresented by the following
principles:
- the aim of serving members or the community, ratien generating
profit,
- an independent management,
- ademocratic decision making process,

- the primacy of people and labor over capital in tedistribution of
income, (Borzaga-Defourny, 2001)

As we mentioned, principles of social economy catse in to the Slovakia
after 1989. Within the social policy, Slovakia dee tfirst country from the
central European countries implemented the detetmm of the social
enterprise into the legislation, by amendment ofvLao. 5/2004 Coll. on
employment services.

Social enterprise is in the most of European caemtwell-known as the
employer organization, whose activity is primamlgented on the social goals,
on the job creation for disadvantaged groups opfgeand on the maintain their
employment, in preference of the people sociallgleded. Social exclusion is
almost entirely the matter of the unemployment gmumarily of the
unemployment of the handicap, marginalized groupgemple at the labor
market (Demek, 2010).

Social enterprises identify and support in variaags individuals launching
new activities dedicated to a social mission whihaving as true entrepreneurs
in terms of dynamism, personal involvement and watiove practices. Social
entrepreneur brings about new ways of respondingsdocial problems
(Defourny-Nyssens, 2008).

Each social enterprise has a basic economic exiteri

1.it is the business pursuit based on the producimh sale of the goods and
services (entrepreneurship)

Social enterprises, contrary to traditional nonfiprarganizations that may
be with their activities aimed on the defense obugs interests and
financed on the base of redistributional mechanismesalize their
production of the goods and services offer on sadelts business pursuit
and continual activity.

2. high level of the autonomy

Social enterprises are generally created by grdypeople on the base of
the autonomous business plan and are managed s® pleeple. They can
be partially supported from the public and privaeurces, but their
position, management and decision-making is indegeinfrom public and

private sector.



3. bearing the economy risk

Also social enterprises, as the business subjeats aa risk of the

competitiveness at the market with goods and sesvithey produce.

Although these are activities partially supporteg public funds, the

financial sustainability of the social enterprispdnds on the performance
of members and staff and their efforts to ensuegjadte resources.

4. minimum share of the paid work

Social enterprises may combine financial and noarfcial resources,
volunteer and paid staff. Activities produced byiabenterprises require
minimum level of the paid work (Lubelcova, 1).

2.1. The Law on Employment Services

Social entrepreneurship in Slovakia determinesLténg no. 5/2004 Coll. on
employment services. In 2008, its amendment, thaterthined social
entrepreneurship, legitimate applicants for theustaf social enterprise and
conditions of their operation at the market, erteir®o force. The law was
amended in 2013 again. According the amendmenttefée by the 1th may
2013, social enterprise is determined as the kgt and natural person, that:

a) employs staff, who were disadvantaged (handicap) applicants
before the work engagement in the sense of theolavemployment
services in the number of minimum 30% from all nembf its staff.

b) gives the support and help to the staff, who weisadyantaged
(handicap) job applicants, in searching for the gblihe labor market
before the work engagement,

c) minimum 30% of financial resources gained from teeenue of the
enterprise activity, that remains after the cowgral expenses on the
enterprise activity in appropriate tax term acaegdiax declaration,
annually will be used on the creation of new jolacels or on the
improvement the work conditions,

d) is registered in the register of social enterprises

For the purpose of providing support and assistémtiee staff to find a job in
the open labor market, social enterprise coopevatesauthorities, legal entities
or natural persons who perform or promote the naitsgn of disadvantaged job
seekers in the labor market (Amendment of Law /20® Coll. on
employment services, 850b, 2013).

2.1.1. Who can be the applicant?

Legal entity or natural person, municipality, awdgorous region, municipality
association, association of self-governing regiansger a special regulation,
budget organization or contributory organizationhose founder is the
municipality or autonomous region. The status ofiaoenterprise may be



granted also to a sheltered workshop or a sheltarerkplace under the
specified conditions.

To the legal person who is the municipality, autooas region, municipality
associations, an association of self-governingoregunder a special regulation,
budgetary organization or contributory organizatimmose founder is the
municipality or autonomous region after the rectigniof the social enterprise
with obligation to prove for the first time aftdre 12- months the employment
min. 30% of the total number of staff employees where disadvantaged
jobseekers before the work engagement, are cowotdds amount also those
employees who were jobseekers — but they do n@ talie disadvantaged.

Budget organizationis a legal entity of the village, whose income and
expenses are connected to the municipal budget thanaged separately
according to the approved budget with sources feurdktermines founder
within his budget.Contributory organizationis a legal entity of the village,
where less than 50% of production costs are covbyegales and which is
connected to the municipal budget by contributidime( Central Office of
Labour, Social Affairs and Family).

2.1.2. An application for the recognition the statf social enterprise

An application for the recognition as a social goise (The Application
form for recognition as a social enterprise) shdagdsubmitted by the applicant
to address of the Central Office of the Labour,i8o&ffairs and Family. The
application states the identifying information -nmeg address, identification
number of the legal entity or name, social secuntynber and permanent
address of natural persons, the activities perfdrni®y the statistical
classification of the economic activities, the date which is the request for
recognition as a social enterprise.

2.1.3. Conditions for the recognition the statusadial enterprise

1. The applicant demonstrates integrity by extfeatn the Criminal Register,
not older than three months. The legal entity nsagisfy the condition of the
integrity by a person acting on behalf of the legplity (eg, managing director,
mayor of the village, mayor of the town or his authed person who is
provable in employment or similar relationship wiglgal person).

2. The applicant shall submit to an application fecognition as a social
enterprise a business plan for social enterprisevitaes, including the
calculation of expected revenues, expenses andt jpefbre the distribution.
The applicant shall consult the business plan whth territorially competent
Office of Labour, Social Affairs and Family accardithe place of the business
of the social enterprise. The office gives to theegorise a written opinion.

3. The applicant for the status of a social entsepshall submit to the request
the original or certified copy of a document comiing a legal personality that is
not older than 3 months; Certificate of incorparatiincorporation documents
such: Social contract, articles of incorporatiotgtiss, appointment letter of
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Statutory, organizational rules, proof of ID assigmt or other document
authorizing him to do a business and to carry loaitobjects of social enterprise.

4. The application shall submit original or ceddi copies of documents of
ownership the space or lease for rental the spawdich the social enterprise
will operate.

5. Documents proving the material facilities forrgang out the objects of social
enterprise are attached to the application.

6. The applicant for the status of social entegpakall indicate circuit of co-
operators of social enterprise.

The Central Office of Labour, Social Affairs andnfily admits the status of a
social enterprise to the applicant upon fulfillmémé conditions. After the entry
into force of the decision granting the status,ibleler is listed into the Register
of the Social Enterprises, which is continuouslgafied by the Central Office of
Labour, Social Affairs and Family.

Register of the Social Enterprises includes:

a) name, address and identification number of égallperson or the name and
address of the natural person,

b) the activities performed by the statistical siisation of economic activities,
c) amendment or termination of the information egdein the decision on the
recognition of a social enterprise.

The Central Office granted the status of a soagmprise indefinitely. Upon
the written request of the social enterprise orrigtem suggestion of the office,
the decision on the recognition of a social entseprshall be modified,
suspended or cancelled, or there shall be issubgplicate of the decision by
The Central Office. The duplicate shall be issuethe case of a loss, a theft, an
impairment decision on the recognition of a soergkrprise or losing a decision
about the change, suspension or cancelling thesstdita social enterprise. The
social enterprise that does not meet the requiresradithis Law at least for 12
calendar months, the Central Office shall cancelstiatus of a social enterprise.
The Central Office shall again grant the status cfocial business after two
years of cancelling the status of a social enteepri

Social enterprise is obliged:
a) to provide the protection of personal data®employees,

b) to create the conditions for carrying out itstihaiies and to provide
information and documents required by the contuttharities,

c) to submit annually a report of the results of aictivities to the Central
Office,

d) to inform the Central Office about any changethe data in the decision on
the recognition of a social enterprise (Amendmdntaw no. 5/2004 Coll. on
employment services, 850b, 2013).
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Although social economy in our country, in companigo other countries in
central Europe, began to develop earlier, thereansggnificant bias leading to a
cut-down of activity possibilities. In comparisamwestern European countries,
legislative amendment does not reflect social ecgnim full. Narrow definition
of social economy may cause the non-utilizatioriso€omplex meaning (Alexy,
2007).

3. Operation of social economy and specific exampglén Slovakia

Social economy in Slovakia works in a limited wayppgorted especially by
mentioned legislation in our country. Despite of thgislative definition, there
are operating subjects in the market that meettiteria of a social enterprise
and more or less fulfill the framework of sociabaomy, which is approaching
the concept of social economy defined by more Eemaountries.

For the operation of social economy whenever invibed, there should be
fulfilled criteria for its existence. Establishmeand right administration of
social economy demands:

Market economy. The free market is a necessary condition for thstexce of
the social entrepreneurship. The possibility oband business that has a chance
to be successful on the market, is crucial fordbeial business, as well as for
business in general.

Active third sector. One of the driving forces of the social entrepraship
development in Slovakia is definitely an activerdhsector, which is vividly
involved in the social field. Although, as mentidnéhe economic dimension of
the social entrepreneurship is in its infancy, $beial dimension (tracking the
social goals), the resolution to solve the sodiabfems and to associate for this
purpose is becoming a common place.

Support from the EU. The concept of the social economy in Slovakiae&omn
be known in the relation to the implementation loé tCommunity Initiative
EQUAL under the National Thematic Network B for tlsecial economy.
EQUAL was another of the initiatives of the Europ&ommission, which was
financed by the European Social Fund and formed pghda of the EU
employment strategy. Also in Slovakia, EQUAL intitve@ has responded to the
need of development the alternative in the laborketafor people who are
finding work and verified social business as a @agesnodel for different target
groups. The responsibility for the implementatidnl® EQUAL was on the
Ministry of Labour, Social Affairs and Family.

Support within the legal system of the Slovak Repdlz. Until 2008 in

Slovakia an issue of social economy wasn’t legd#éfined. Despite of this,
forms of business that are associated with theas@@monomy (cooperatives,
sheltered workshops and sheltered workplaces) \weshored by the legal
framework. By the amendment of the Law no. 5/20@.(bn employment
services, there was made a space for the openmgwakind of a business.
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Although the above-mentioned legal framework dasscover the full range of
social economy, it is an opportunity to realize fingt steps that are necessary to
implement this new form of a business in the sgciet

Public policy. Public policy opens the space for use of theataatonomy.
Social economy refers to a several areas, slicdseiarea of public policy. It is
situated on the border between employment poliogias inclusion policy and
social help, community development and civil sagcietlevelopment
(Lubelcova, 2).

Employment policy is aimed on the disadvantageduggowho have
difficulties in the labor market therefore the aohthis policy should be to
encourage the development of the intermediate lamerket, an area, where
hardly employable job seekers can manage to reeither temporarily or
permanently. This may be a community service anidamn work, which are
closely linked to the area of the community devslept.

The policy of social inclusion and social assiseanpens up the possibilities
for the use of social enterprises that provide adaservices and create much-
needed service, but also new jobs.

Activities of the municipalities, cities and reggoncommunity development,
is also the part of the area of the social econa@yelopment, particularly
through cooperative and municipal enterprisesrspond to the specific needs
of the locality.

Social Economy and business with social objectals=ady partially delivers,
but it is expected, that also in the future it cbbring a positive effect on
employment, the services sector, particularly $@eavices, and could enhance
social inclusion and development of the social poéé of localities
(Lubelcova, 2).

Based on the aforementioned assumptions and gneshigth unemployment
rate in Slovakia, we can conclude that the conmastifor the development of the
social economy are sufficient and this businessahsdmore than necessary in
our region.

3.1. Program EQUAL

In 2004-2006, Slovakia joined the European InéatiEQUAL. Already
mentioned EQUAL program is one of the instrumerithe employment policy
of the European Union. The basic mission of the @oamty Initiative EQUAL
IS to create conditions and provide a space forchew, verification and
application the new approaches to the solving bl in the fight against all
forms of discrimination and inequalities on thedamarket. The purpose of the
initiative is to complement the national policiasdaemployment policies with
the innovative approaches to the employment onldber market, by the
exchange of the experiences between partners frdferesht countries.

13



Programs submitted under the Community Initiativ@ AL are funded by the
European Social Fund (ESF).

EQUAL program can be seen as a preparatory platfornthe research of
environment for the implementation of the sociaremmy in the Slovak market.
The main priorities of the Equal initiative weretfollowing:

1. Facilitating access and return to the labor mafkethose who have
difficulty with integration and reintegration intbe labor market.

2. Strengthening the social economy (the third seciar)particular the
public services with a focus on improving the giyadif job places.

3. Supporting the adaptability of firms and employaeselation to the
structural economic change and the use of infoonatind other new
technologies.

4. Reducing gender gaps and supporting job desegoagati
5. Asylum seekers (ESF, 2010).

3.2. Funding and forms of social enterprises

Social entrepreneurship is mostly dependent onirtiti@l assistance of the
public sector, state or European Union funds. H@wrewt is important that
business activities should be developed to thessdficiency of company and
to be able to produce income that is needed tdusmess and cover its costs.

The form of financing of social enterprises in 3k is not explicitly
determined within aforementioned Amendment of Law 52004 Coll. on
employment services (850b).

Enterprises with social aims, especially those twheenploy disabled job
seekers can ask for the contribution from the s(dieugh the local labor
offices) according law conditions (850) within tepecific cases although they
don’t have the status of social enterprise. Theesein the case of social
enterprises. Contribution for disabled employeesdifferent according the
region and the rate of unemployment.

Based on the current legal definition, social gmises in Slovakia can be
founded by public, private or non-profit sectoroifr this point of view, the
form of financing business activities is differekbrimova suggests the ways of
their financing.
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Figure 1 — Structure of the social services orgaions
from the view of public finance

Co-financing (recipient

Founder of the social | Service provider Public finance |of the service and
service provider)
Public sector, privatge 0-10%
State sector, third sector 90 - 100% (layer of the poor ang
non-profit organization needy)

Municipality, private
sector, third sector (50 -70%
non-profit organization

30 - 50%
(middle layer)

Higher territorial  unit
(municipality)

Private sector, third
Private sector, third sectofsector —  non-profit10 - 30%
organization

70 - 90%
(upper layer)

Source: Korimova, G. et al., 2008, Social entrepueship and social enterprise, Banska
Bystrica: Kopernikus, p. 90. ISBN 978-80-969549-6-4

In 2008, when the legislative definition of sociahterprises and their
activities in the Slovak economy was accepted,|@ giocial enterprises were
founded and registered at the Central Office ofduap Social Affairs and
Family. They were territorially located just in thereas with the highest
unemployment rate, while this rate of unemploynter@0-95% were long-term
unemployed and generationally and maladjusted iddals or groups
(Korimova, 2011).

The Central Office of Labour, Social Affairs and niy of Slovakia
published on its website a list of individuals asdtities that have applied for
registration into the Register of Social Entermiserom 2008 to the 3Duly
2013, 96 companies were registered, of which 3%®rpnses activity was
cancelled and 9 of them suspended on their ownestqirounders of social
enterprises are not only private individuals, bytldw it can be a legal entity,
which is a municipality or autonomous region. Sgelses of social enterprises
were 31 out of the total number of registered @miges (according
www.upsvar.sk).

Among the most common forms of social enterprisdghq@ugh they don’t
have a status of social enterprise) we can cougiteshd workshops, charity
organizations, subjects of non-profit sector anddpction cooperatives of
disabled.

3.3. Example of social subjects

The one of examples of existing subjects of soe@nomy are sheltered
workshops employing disabled people who producé&itegoods or services.
Although they are not self-sufficient and are diigantly dependent on a help
from outside, they perform a certain economic agtisheltered workshops can
be found in a high number in Slovakia and they freused on various
activities: production of office supplies, decooas, advertising and
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promotional materials, textile production, food @eesing, furniture,
woodworking, carpentry, as well as wellness or matrvice and many more
(Alexy, 2007).

3.3.1. The sheltered workshop ABTEX

The sheltered workshop ABTEX was established in5288 the company
limited with the registration at The Central Offioethe Labour, Social Affairs
and Family. The seat of the workshop is in the tdivochalovce — in the eastern
part of Slovakia. While entering the market, thewere afew sheltered
workshops as nowadays, but more textile producttmmpanies existed.
Contrary, these big companies finished their emémegurship in the meantime,
so the competition is the same also the amountheftesed workshops has
increased.

The aim of the entrepreneurship was to produce wibek clothing for
company clients in Slovakia. The vision of the wsir@p, with the view of the
help to the long-term unemployed, was to bring pineduction of the high
quality work clothing for company clients herebynbaintain working places for
people with health disabilities (handicapped pepple

The sheltered workshop started with 12 handicamedloyees, nowadays
the workshop has 1 employee without health diggbdnd 15 handicapped
employees.

Since the beginning besides the work clothing, #ssortment of the
production widened to the promotion textile andeigttextile.

The financing of the sheltered workshop is coveakso from public finance.
State grants are used as support for the shelteogkishops. The state grant
covers 17,5% of the workshop budget. In the begmnmanager asked for the
grant for foundation the working places in the sreld workshop.

The manager sees this entrepreneurship, from twe of the contribution to
the society, as the form of socialization of haagdwed people. From the
practical view of native legislative and its impawt the workshop activities,
manager states, that the current legislative ishrnmigre better than in the 2005.
The company can be founded quicker and with lessemoAbout establishment
of the sheltered workshops, it’s the same. Bur@ayds difficult and dissuades
others from establishing the social entrepreneprsiilso there are more
controls as in the classical entrepreneurship. Frieennovelty of the law in
May 2013, submissions for sheltered workshops wadically decreased. So
it’s the step, when he expects decrease of worglages for handicapped
people —in 50%.
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4. Possible benefits of social economy and barrieod its development
in Slovak conditions

Social economy and social entrepreneurship aragrio promote and solve
the existing problems of employment and employgbiif a large part of the
population. They are based on the three principlethe modern European
social policy of employmentmotivation, activity, reward The aim of the
motivating principleis that everyone who is of working age and is ableork
should be motivated by all instruments of econoamd social policy to ensure
by work a steady income in the form of permaneobime. Social contributions
are not seen as a permanent condition, but ongnasd to overcome the state
of unemployment. Motivation should be focused ondarstanding the
responsibility for individual and his familyActivity, as the second principle of
employment policy, is aimed on the mobilizationezbnomically and socially
sufficient and the properly motivated individualdoquire a permanent income
and increase the quality of his life and possilityeo family memberdReward
in the form of regular income, is the third prineipof employment policy,
which completes the process of “starting up” annupleyed or an excluded
individual who is entering the labor market (Koriwdoet al., 2008).

Potential benefits that social economy may bringhi® society in Slovakia
are:

« Employment development

It allows stimulate the labor supply at the loaaldl, according to the local
needs and on the level of the local resources.oalih it is not a traditional
employment relationship, long-term and stable i@@hips allow the labor
income.

« Service sector development

The service sector is not adequately developedaviaiia, not in extent, not
in the structure. It represents in so many locati@n reduced level of
infrastructure space and civilizational backwardnesghich is the limit for
other development activities and opportunitiest¢egism development).

« Social services development

Their scope and structure have been inadequatéifigr time and do not
allow the full power of social assistance, whichowd (according to
conceptual plans) be more focused on the perforenaricindividualized
social work with clients at social risk. Currentlynder the influence of
decentralization, there is a reduction in the numndfesocial services their
capacity is insufficient for the effective output social assistance. Social
economy could help to ensure less professionaltyasheling social needs by
self-help activities and lay help under the guidaota supervisor.
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« Social inclusion strengthening and new strategysaifial assistance to the
dependent

The social economy can offer jobs for long-termmpkeyed, people hard-
employable and low-skilled. It enables the integratby work and
meaningfulness of this work for specific people, fiaunicipality and for the
community.

- Development of social potential of localities

Social enterprises built on the principles of $adfp, social dialogue, social
cohesion and public welfare objectives at the lbcdével, help to restore
social relationships and social ties in the logalithey help to revitalize the
locality as a living social organism that is abbeatrticulate their needs and
mobilize local resources to satisfy them.

« Acceleration of decentralized competencies adopébmegional and local
municipal levels

Local authorities gained power and duties to execahd realize the
conceptions of social and economic developmenoadlities and regions by
the decentralization of public administration. Tegree of competence,
willingness and ability of these institutions tocsdly responsible decision-
making has its limits and social entrepreneurstap act as a process for
linking policies and programs to the specific neeflpeople in the local area
(Lubelcova, 1).

Within the social entrepreneurship we talk aboet ¢heation of intermediate
labor market, which prepares workers to the labarket or self-employment. It
is generally accepted that for the long-term uneygd or unemployable the
social enterprise is an excellent instrument of legmpent policy. Competitive
business environment is not disturbed becauseapartd limited subsidies on
labor costs for their employees are because of ki productivity and work
quality.

At the European Commission level there were detezthiperspective fields
of social entrepreneurship, which can be appliechoat immediately in
conditions of Slovakia. Especially social enterpsisn the agricultural sector
could start rural employment and reduce long-temamployment. If we add
under-utilized tangible and intangible propertyilgiags, land, ground) of the
state, municipalities and regions, as well as aht@md legal persons who would
be willing to participate in long-term projects theve can talk about the real
effects of social business in our country (Korimaox@l13).

Barriers facing the development of social econohyud also be taken into
account; in particular, the legal framework for thefinition of social economy.
Majority of social enterprises is dependent on glkes from the European
Union funds or from a country’s state budget. Cqusatly, profitable activity
and self-sufficiency of social enterprises and fation of their financial
independence is not supported well.
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Distrust in the cooperatives Another barrier is the lack of trust in the
cooperatives, which is in the post-communist coestrcaused by negative
perception of the cooperatives, including thoseyntted before the era of
communism, as an organization associated with dhmdr communist regime.
One of the barriers of the adoption the social eoon in post-communist
countries is according J. Defourny, general lackadfidence in the solidarity
action. The concept of solidarity is primarily sesnan individual’s relationship
to friends and family, a vision of economic actvis associated with its own
objectives rather than a positive contributiondoisty (Defourny, 2003).

Inadequate resources mobilization Distrust of solidarity is closely related
problem to human resources mobilization. The emcsteof the social economy
Is possible only in conditions where people are ablmobilize in favor to solve
the problems that worry them (Defourny, 2003).

Underestimation of the economic dimension The problem of Slovak
activists working in the field of social entreprenghip is also a lack of
knowledge, or underestimation of the economic dsi@nof social enterprises.
Although these are largely socially committed araddiworking individuals,
their activity is not economically anchored, anccigb enterprises are not
enterprises in the true sense. There is a focusooial objectives, but it is not
supported by sufficient knowledge of economy andl principles. This
underestimation of the economic dimension of emisgp leads to the failure on
the market and the inability to achieve one of tha&n objectives of social
entrepreneurship that is the ability of self-finmgc For functioning social
economy not only active third sector is essentiat,also the spirit of enterprise
and entrepreneurial skills (Babek, 2007).

As the barriers for the development of social eocoyave can also see the
consequences of the implementation the social esgmoto the legislation that
brought: not entirely qualified project preparatidngh managerial payments,
rejection of these enterprises by private sectoafieged discrimination in the
field of competition, massive media coverage orilprojects shortcomings and
not the substance of ideas of social entreprengurdihis meant that the
professional and lay public began to reject thicefignt instrument of
employment policy (Korimova, 2011).

There can be also supplemented a barri¢inofed entrepreneurial thinking
which is often associated with the vision and adibjes of the company only for
its own benefit, or profit. This entrepreneuriakion reduces the need for
perception the importance of social entrepreneprshih its orientation at the
social needs.

Because of the mentioned barriers, largely publiaraness of the benefits of
the social economy and the implementation of thecation in the educational
phase at schools through the relevant training sesurshould help to the
development and better implementation of the s@mahomy.
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5. Challenges of social economy in Slovakia in tesrof its perception
and legislative definition

Not everyone is blessed with physical and mentalthgor the same number
of talents or social conditions. Therefore, emphadiould be placed on the
support of the socially disadvantaged individuald aocial groups (Katuninec,
2007).

Nowadays, there are enough societal challengessdoral economy in
Slovakia - this mainly includes high unemploymepayticularly in selected
regions, integration of disabled handicapped pedplge Roma community
living in the specific conditions, possibility oéstoring traditions, production of
local (traditional) products. According to some haurs, a key step in the
development of social economy in independent Slavégs in introducing a
law defining social entrepreneurship and facilitgtits financial support (Sokol,
2010).

Social entrepreneurship is one of the ways to enracmuthe development of
small and medium enterprises in Slovakia and tonpte employment of hard-
employable groups (Korimova, 2008).

Within social economy, three fields can be ideatlfin which Slovak social
economy can be regarded as both public and sas\ts:

- Public services — environmental protection, itdication and cleaning,
maintenance and improvement of local infrastructugeiality
(communications, stock of houses, schools, health aultural centers
and many more).

- Social services — help to families, help and cédmeuafamily members
(children, youth, old people, disabled and handgeappeople...) — as a
combination of professional and lay (volunteer) kvor

- Development, leisure and cultural activities (Luo#a, 1).

Addressing the problems of social policy cannot aemust a matter of
political leaders, but must also move to lower congnts as well as to the
citizens themselves, of course there should beedeadequate conditions for
them. The state should intervene particular inctieation of a fair legal system,
but it does not mean that every solution of theadapiestion has come from the
state. In the social policy there is an area atsouhions, non-governmental
organizations but also for the Church (Katunin€7).

On the base of the aforementioned facts about tidementation of the
social economy, we can say that the environmewhich the social economy is
taking shape is influenced by present developmedtaztivities of government
institutions, as well as civic activities.

To transform the social entrepreneurship in theamgl practice into an
alternative of the “classical business”, it is resaey to create an attractive and
acceptable flexible system gfrofessional educationThe product of the
education would be manager of social entreprengyrstho in conjunction
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with other qualified professionals can manage $@&citerprise especially on the
non-profit principle in a competitive environmeiiihe possibility of profit is not
excluded. The role aihformationis also significant, i.e. information about the
objectives of social entrepreneurship and socitdrprise towards the external
environment (general public, state and local gavemts - municipalities). Only
by this way, human and social capital of individuahd groups in the society
can be mobilized. Information of the internal enwmiment will cover specific
subjects of social entrepreneurship in the sensewihg sufficient knowledge
and information about the importance and functigniof social business,
financial, capacity and other conditions and pab$#s of social networking to
use them effectively and provide them to those gsoaf citizens, who are
reliant on social entrepreneurship for various oeas All of these activities
should be done with the goal of their progressigeiad and labor inclusion
(Korimova et al., 2008).

Particularly, it is necessary to prepare managergse resources from the
European Union (Structural Funds, other types aliadcassistance). On the
other hand, “Emergency measures” for persons irersgvsocial conditions
should not be the focus of social policy, becaume redistribution of public
funds for socially disadvantaged is ineffectivetie long term - as was the
example of some cases of first social enterprisaswere able to operate only
during the period of state support (Katuninec, 300%erefore it is necessary to
promote awareness of the need for social view ofglbusiness, and that social
sentient economists would emerge and social emmneprship would be a
business that will be able to succeed in marketpedtiton.

To increase the public awareness of the externairamment is also
significant. It still reflects the voluntary andifamthropic activity of individuals
and groups in society, but only residual and supysy. It is necessary to
develop different marketing strategies, media cager and presentation
materials. Towards the internal awareness of tleealenterprises it should be
focused on gradual fulfilment mechanisms for disemnd employees to be
active, to seek possibilities of application in erdo improve their quality of
life, which is the aim of social entrepreneurst{jprimova et al., 2008).

Conclusion

Social economy development is at a crucial stagetoihe present economic
crisis which will validate or invalidate specific@nomic patterns; the process of
social economy projects evaluation and monitoriagai priority because it
allows demonstrating the need to continue the iatiog initiatives that may
change people and communities. (Nicolaescu, V.e(ag Cace, S., 2012).

The article highlights the attitudes and perceiaf social economy in
Slovak Republic on the basis of historical develeptmand social events
throughout Europe. Social economy has been impleadein our economy in
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terms of legislative definition of social entergyidut still does not fulfill the
complexity of the possibility of its use.

We can still perceive barriers in its developmagmrticularly those ones
related to the current perception of the given assthere, in many cases,
subjects of social economy are still viewed as ehbsrdening the economic
system in terms of constant subsidies. This capamgally caused by current
legislation. Therefore, it is necessary to point @amples of good practice of
social enterprises and lead the society to the eavemis of benefits of social

economy to the national economy which can lead teparation of the social
economy awareness.
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