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Abstract: The 20-ties of the 215 century are dented by the COVID-19 period. The fall of the world economy, the frustrations
of the inhabitants because of their health, and unclear state policies throughout continents require functional measures. The
application of the principles of social economy enables creation of the working system of sustainable entrepreneurial activities
with the help of state means, transforming small and middle-sized enterprises into a social economy. The knowledge on the
system and organization structure of the social economy in the Slovak Republic enables dissemination and potential application
in the international context in the current pandemic period characterized by COVID-19. The system of social economy is being
defined by Slovak legal regulations and selected statistic indicators about the social economy subjects in the Slovak Republic.
A part of it is also a structural classification of the organizational structure of the state administration of the social economy,
classification of the kinds of social enterprises, as well as classification of the wider area of the social economy from the
multiple points of view in the Slovak Republic. The research results can be used as an argument for implementing of social
economy in national economies.
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Introduction

The 20-ties of the 21° century are dented by the COVID-19 period. The fall of the world economy, the
frustration of inhabitants born from their health concerns, and unclear state policies throughout the
continents require functional measures. Various economic measures throughout various states to support
the improvement of the unfavorable state in the economic sector in the area of small and middle-sized
entrepreneurship. The implementation of the principles of social economy in national economies is a
tool to improve the economic situation of the marginalized groups of inhabitants without using social
networks and by means of various forms of donations for the wages of employees, refunds for the rent
of the premises used for business and so on. Social economy enables the creation of a functional system
of sustainable small and middle-sized entrepreneurship with the help of state means. The donation is
rendered to transform small and middle-sized businesses into a social economy, and performed
economic activity is funded. Financial support of the state based on the social economy principles is
more perspective as to solve the unemployment in small and middle-sized businesses by means of a
social network. Social networks currently do not support creativity, development but rather the same
views, as a result of which we move along our beaten paths of thought. This fact can greatly affect the
formation of an individual's identity, and we do not yet know to what extent it will affect our lives
(Marekova, 2020).

This paper aims to present knowledge on the system and organizational structure of the social economy
in the Slovak Republic, disseminate knowledge on Slovak social economy, and enable potential
implementation of this information in the international context in the current pandemic COVID-19
period.

Goals and methodology

In the paper, we rely on the thesis on the usefulness of information on social economy and on
possibilities that can be provided to disadvantaged and vulnerable physical persons, but also to the small
and middle-sized entrepreneurs, whose entrepreneurial activity requires saving or resuscitation of their
business in the international and national context. The research problem in this paper is the proposition
of the structural description of the social economic system in the Slovak Republic and mainly the
preparation of the classification of the organization structure of the social economy and social enterprises
from multiple points of view in the Slovak Republic.

The paper is based mainly on theoretical analysis, and its results have potential value for further research
in the social sciences. The main research methods in this paper are special methods used in the context
of the social sciences. Historical-logical analysis of social data, the process of analogy, transfer of basic
principles of social sciences to the Slovak and world economy are used.
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The significance of social economy for the public interest

In the last two centuries, the Czech economists came with socio-economic approaches that did not lay
the profit in the first place. Based on this tradition that reaches into the 19" century, many non-profit
organizations associating with people have been founded during the 1% Czechoslovak Republic from
1918 to 1938 (part of which was also Slovakia) (CIRIEC, 2012).

Big problem and obstacle in the social economic development in the Slovak Republic was incomplete
legislation and statistic of the third sector, voluntary activities, and social entrepreneurship up to 2017.
This has caused its insufficient evaluation and presence. Except for that, the system of financial help to
support activities of the social economy was missing. The information on social economy and its tools
to support research good practice examples were not on sufficient level. Through the adoption of Act
no. 112/2018 on Social Economy and Social Enterprises in the Slovak Republic, the conditions for the
usage of the semi labor market have been created, which means that the employee in the social
enterprises will be able to gain work habits within a year or two. Then it will be easier for them to find
lasting employment. The Act's main intention is to create a favorable environment for social business,
bring order into this business as for terms and regulations, and tackle obstacles that stand in the way of
social economic development. The inevitable condition is the definition of rules so that it doesn’t come
to the misuse of social enterprises and state grants. (Sebestova, Mackinova 2019).

The currently most publically acceptable definition of social economy is published in Social Economy
Charter and goes as follows (CEP-CMAF, 2002): the importance of people and the social objective over
capital, voluntary and open membership, democratic control by the membership (does not apply to
foundations, as these have no members), the combination of the interest of members, users or general
society interest, the defense and application of the principles of solidarity and responsibility,
autonomous management and independence from public authorities and reinvestment of the essential
surplus to carry out sustainable development objectives, services of interest to members or general
interest.

The social economy as part of the state

In the first third of the 20" century, the interventions of social economy in Europe were relatively
preferred. In the Western European states, in the period from 1945 to 1975, the economic model of the
state was composed mainly of the traditional private business sector and state public sector. This model
was a basis for the social state that focused on the identified failures of the market and implemented
economic measures that worked for the market failures: the distribution of the income and costs and the
anti-cyclic measures. These resulted from the Keynesian economic model, in which the big social and
economic partners were employer federations, trade unions, and the government represented state.

In the states of Central and Eastern Europe with their centrally planned economies in the period from
1945 to 1989, the state was the only economic agent and did not render many possibilities for other
economic subjects to implement the rules of social economy. The organizations having a legal form of
cooperatives were relatively popular in these states. These were mainly cooperatives of agricultural
nature or ones that were active in the fond housing administration. Some of the traditional rules of these
cooperatives, e.g., voluntary and open membership and democratic organization, have not applied. In
the last two centuries, the Czech economists came with socio-economic approaches that did not lay the
profit in the first place. Based on this tradition that reaches into the 19" century, many non-profit
organizations associating with people have been founded during the 1% Czechoslovak Republic (1918
to 1938) (CIRIEC, 2012).

A socially important question of general interest concerning imbalance in the regional development,
cyclic unemployment, or relations between retailers and consumers could have been solved with the
help of big-scale of companies and organizations in the form of cooperatives, mutual companies, and
associations created in a mixed economy.

According to the Act on Social Economy and Social Enterprises in the Slovak Republic, a social
economy is “a collection of productive, distribution and consumption activities performed by means of
economic activity or non-economic activity independent on state authorities whose aim is to achieve
positive social influence” (Ministry of Labour, Social Affairs and Family of the Slovak Republic, 2018)
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Positive social influence, as defined by the Act on Social Economy, is the support of employment by
employing disadvantaged persons or vulnerable persons and providing socially beneficiary rental
accommodation.

According to the aforementioned legal regulations, the social economy did not relate to
entrepreneurship. The terms “social” and “economy” in the previous period only presented a connection
between social services for inhabitants and economical insurance mainly from public sources. A
relatively small part of financial means was directed to social services by means of 2 % of the income
tax of physical and legal persons for the non-profit organizations. These financial means were partially
mediated by means of contribution but have not emerged directly in social services.

The social economy is a collection designation of personal and material sources of the entire subjects
performing economic or non-economic activity on the market in public, community interest, but also to
the benefit of disadvantaged and vulnerable persons in order to achieve direct positive social influence
on society, region, village, community or physical persons.

During the last decades, three types of strategic orientation of building social enterprises have been
created. The first type focuses on decreasing cost for the production and distribution, so the enterprise
makes an effort to offer the products to the customers for a price lower than the competition. The second
type is known for its perfect performance as for the value for the customer e.g., services, technical level,
the social aspect of the business, etc. As for the third type of strategy, the social enterprise of this type
only focuses on one market segment and strives to gain a leading position on the market within this one
segment. The third type is also the most typical strategic solution for the whole Central Europe
(Sebestova, 2019)

There is a stereotype that the costs for social services, so-called the meritorious goods, are considered
social costs and are therefore supposed to be equal to consumption that the social distribution invests
into the cultural field from sources created in material production. When investing means into
meritorious goods, the economic result — profit-is created, while this profit could be measured in
financial or non-financial effects. The result of the activities in these fields is a service, the usefulness
of which is being seen directly or in a mediated way for society. A healthier, more cultural, and educated
population brings more effects to the national economy than just work productivity. A further reason for
the underestimation of these goods is the fact that the activity performed in these fields — education and
upbringing, health care, social security of the citizens, but also saving rescue of cultural sights, etc. do
not have any specific market value according to their usefulness in the society and costs mainly influence
their value. They are generally perceived as free, although useful, but without value and therefore
without social seriousness (Plavéan, 2020, 1). Secondly, political and professional bodies' decisions to
increase education expenditure have positively affected the quality of education at schools in general,
regardless of how the economy is doing (Plavéan, 2020, 2).

Subjects of social economy

The social economy is oriented on the realization of production, distribution, and consumption activities,
even if profit maximization is here not the goal. The physical persons and legal person participating in
the development of social economy focus on specific social benefit of their activity, providing a socially
beneficiary service. That is why the physical and legal persons include specifically established
organizations that focus on the gain of the profit and organizations that are primarily established to help
out in social services in the fields, where the state does not cover.

The subject of social economy is similar to that in other states of the world, is such an organization in
the form of civic organization, foundation, non-investment fund, non-profit organization, targeted
church institutions, Business Company, cooperation or physical person —an entrepreneur who is also an
employer.

The legal regulation in the Slovak Republic establishes requirements for legal persons as follows
(Ministry of Labour, Social Affairs and Family of Slovak Republic, 2018): “ are not ruled by state bodies
by the majority, the state body does not do majority of their financing, does not appoint and elect
statutory bodies, nor more than a half of their members and does not appoint and elect more than half of
the member of the managing or advisory board, perform economic or non-economic activity as a part
of social economy activities, If they perform entrepreneurial or other profitable activity according to the
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specific regulation, they do not perform those exclusively in order to achieve profit, or they use this
profit in compliance with this act.”

The social economy is generally understood as a collection of activities of subjects that are being
performed by means of economic and non-economic activity independently from the state bodies, but
using their financial influence on their activities. However, in the Slovak Republic, the law does not
enable the strong influence of state bodies by means of the minority management of the subject of social
economy, therefore by means of minority representation of the members of the management body or
advisory body.

Social enterprise

According to the Act on Social Economy and Social Enterprises, the Social Economy subject is — a
civic organization, foundation, non-investment fund, non-profit organization, specialized church
institution, business company, cooperative or physical person —an entrepreneur who is also an employer
and who: performs the economic activity continuously, independently, in his own name and on his own
responsibility, whose primary goal is to achieve measurable positive social influence, while these
products and services are produced, delivered, provided or distributed by this entity or if the nature of
the production or the provision contributes to the creation of these products and service, which, if it
achieves profit from its activity resulting into more than 50 % of the profit after taxation in order to
achieve the measurable positive social influence, will distribute a share of the profit in compliance with
processes and rules that do not break the main goal and who engages interested persons in the
management of its economic activity (Ministry of Labour, Social Affairs and Family of Slovak Republic,
2018).

The enterprise with an active social impact in the economy might have one of the following legal forms:
civic organization, foundation, non-profit organization, specialized church institution, Business
Company, cooperation or physical person —an entrepreneur who performs his activity and has to achieve
positive social influence in his activity, while complying at least two of these conditions: “the products
or services being produced, delivered, provided or distributed that contribute to the positive social
influence or if the nature of their production or provision does, they will use more than 50 % of the profit
of the activity that intends to achieve the positive social influence after taxation, to achieve this main
goal and they engage interested persons in the management of their economic activity, the goal of which
is the achievement of the positive social influence (Ministry of Labour, Social Affairs and Family of
Slovak Republic, 2018)

The social enterprise and the enterprise with social impact for this Act are enterprises in a wider area of
social economy that include investment, compensation, and demand support.

Registered social enterprise

The statute (registration as a social enterprise) that the social enterprise will get by fulfilling conditions
of registrations stipulated by law. After having fulfilled conditions, the registered social enterprise will
start to use a description: registered social enterprise or the relevant abbreviation with its name. The
registered social enterprise may also be established by merging, division or fusion with other registered
social enterprises.

The kinds of registered social enterprise can be divided into various groups from various points of view:
according to the structure of people living in certain spaces and the specialization of the activity.

These are the kind of social enterprises with the meaning of the Act on Social Economy and Social
Enterprises:

According to the structure of the society of the people living in certain space (society, community):
public service enterprises and community service enterprises.

According to the specialization of the activity: integration enterprises, social enterprises in housing, and
general registered social enterprises.

As for the structure of the society of people living in certain spaces (society, community), the registered
social enterprises might be public service-oriented ones and community service-oriented ones. The
public service enterprises contribute with their activities to the public benefit or general use that is
connected with the general benefit, while community service registered social enterprises concern
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community — the society of people living in the same social, cultural or religious space, sociability as in
sharing the common space.

As for the specialization of the activities, the registered social enterprise can be an integration one, social
enterprise in housing, or a general registered social enterprise.

Table 1: Selected indicators about registered social enterprise in SR — year 2021

Self-governing regions

BA|TT |[NT| ZA | TN | BB | PO | KE | Total
The amount of registered social enterprises | 11 | 20 | 17 | 44 | 46 40 | 39 66 | 283
in % 3917060 |155[16.3|14.1]13.8|23.3] 100
Kinds of social enterprises
Integration enterprise 11 [ 10 | 15 | 43 44 33 37 59 | 252
Iers]ffgratlon enterprise and general reg. soc. | 9 1 1 5 6 1 7 27
Integration enterprise and soc. enterprise in | i i i i i 1 i 1
housing
Integration enterprise and general reg. soc. | i 1 i i i i i 1
ent. and soc. enterprise in housing
General reg. soc. ent. - 1 - - - 1 - - 2
Legal forms of social enterprises
Limited liability 10 | 17 | 16 | 40 | 43 | 33 | 37 | 62 | 258
Civic association 1 1 - 1 3 1 1 3 11
Non-profit org. - 2 - 2 - 2 - - 6
Physical pers. —ent. - - - 1 - - 1 - 2
Cooperative - - 1 - - 4 - 1 6

Note 1: BA — Bratislava self-governing region, TT — Trnava self-governing region, NT — Nitra self-governing
region, ZA — Zilina self-governing region, TN — Tren¢in self-governing region, BB — Bansk4 Bystrica self-
governing region, PO — Presov self-governing region, KE — Kosice self-governing region

Note 2: reg. soc. ent. — Registered social enterprise, Limited liability. — Limited liability company, non-profit
org. — non-profit organization, Physical person ent. - entrepreneur

Source: Ministry of Labour, Social Affairs and Family of Slovak Republic (2021).

From table 1, the following is to be interpreted: Almost one quarter (23.3%) of all the registered social
enterprises is located in KosSice self-governing region. The second group is composed of four regions
that have a share of 14-16% on all the registered social enterprises, and those are in ascendant order:
Trenéin self-governing region, Zilina self-governing region, Banska Bystrica self-governing region,
Presov self-governing region. In the group with the lowest share of all the registered social enterprises
are the following in descending order: Trnava self-governing region (7.0%), Nitra self-governing region
(6.0%), and Bratislava self-governing region (3.9%).

The analysis of the kinds of social enterprises has shown that of all the registered social enterprises up
to 89% are integration enterprises. The analysis has also shown that as for the legal form of registered
social enterprises, the Limited Liability Companies dominate with 91% of all the registered social
enterprises. Despite a relatively considerable amount of cooperative, whose tradition persists in the
Slovak Republic since the 2" half of 20" century, it has been proven that these have surprisingly not
been interested in registering as social enterprise with the corresponding benefits.

The wider area of social economy

Various subjects enter the economy to perform economic activities as physical persons or legal persons,
including civic organizations, foundations, non-investment funds, non-profit organizations, specialized
church institutions, business companies, cooperatives, or physical persons — entrepreneurs.

The wider area of social economy, as for the socially beneficiary service in social economy divides as
follows: provision of health care; provision of social support and humanitarian care; creation,
development, protection, restoration and presentation of spiritual and cultural values; protection of
human rights and fundamental freedoms; education, upbringing, and development of physical culture;
research, development, scientific-technical services, and information services; creation and protection
of the environment and health protection of inhabitants; services supporting regional development and
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employment; safeguarding of accommodation, administration, maintenance and reconstruction of
residential housing.

The wider area of social economy as for the socially beneficiary service intervenes with its scope of
activity in almost all the fields of society, in democracy, culture, social affairs, education, science and
technology, creation and protection of the environment, and further fields of human development.

The wider area of a social economy according to the extent of the specialization of the economic activity
of economic subjects into socially beneficiary activity with positive social impact divide into social
enterprises and enterprises with social impact.

Economic subjects, civic organizations, foundations, non-investment funds, non-profit organizations,
specialized church organizations, business companies, cooperatives, or physical persons — entrepreneurs
are all considered enterprises of social economy if they are performing socially beneficiary activity with
a positive social impact. All the aforementioned subjects, except for the non-investment funds, can be
with the meaning of the law described as enterprises with social impact, if the main goal of at least one
economic activity is to achieve the positive social influence.

From the regional point of view, the wider area of social economy is created by the structure and amount
of subjects of social economy and quantification of their social impact according to the individual
regions of the Slovak Republic: self-governing regions and districts (villages).

From the regional point of view, the wider area of social economy is composed of all the social economy
subjects that are registered as social enterprises or enterprises with social impact from the aspect of the
regional structure in the area of Slovak Republic, as divided into self-governing regions or districts. The
guantification of the structure, the amount of social economy subjects, and quantification of their social
impact on regions and districts or villages creates presumptions for the evaluations of the functionality
of the Act on Social Economy and Social Enterprises as well as the possible intervention of social
measures in the economically underdeveloped regions.

The wider area of social economy seen from the perspective of the size of the achieved positive influence
is created by the economical subjects, who: do not achieve positive social influence, achieve positive
social influence, and outperform positive social influence.

The achievement of the positive social influence in the integration enterprise in compliance with the Act
on Social Economy and Social Enterprises is fulfilled if the integration enterprise employs at least 30%
of disadvantaged and vulnerable persons in its organization in order to achieve the positive social
influence in the social enterprise in housing, if this enterprise is constructing or reconstructing in
compliance with building permission, at most however up to three years since the issuance of the
building permit.

Support in a wider area of social economy

The support in a wider area of social economy with the meaning of the Act on Social Economy and
Social Enterprise is an investment, compensation help, and support of the demand for the activities
performed in compliance with special regulations in the field of state aid that are being performed in the
area of Slovak Republic.

The investment support and compensation support can be provided to the social enterprise that is not a
registered social enterprise, to the enterprise with a social impact in the form of a financial tool that
provides finances in the form of a combination of the reimbursable support and non-reimbursable
support. The Act on Social Economy and Social Enterprises does not regulate the mutual ratio of the
combination of reimbursable support and non-reimbursable support.

The enterprise in the wider area of social economy has a duty to return the provide support or its
aliquoted share after the taxation depreciation have been done on the long term intangible property and
long term tangible property or if it breaks the provisions of the Act on Social Economy and Social
Enterprises or these of general acts.

The organizational structure of state administration in the social economy

The central body of state administration in the Slovak Republic for the field of labor and unemployment,
family and social support, as well as social insurance and retirement system is the Ministry of Labour,
Social Affairs and Family of Slovak Republic (Ministry of Labour, Social Affairs and Family of Slovak
republic, 2001).
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The Ministry of Labour, Social Affairs and Family of Slovak Republic is the central body of state
administration for the social economy that divides as follows: the highest umbrella organization of the
sector of social politics and umbrella organization of the sector of social politics (social enterprise -
registered social enterprise, integration enterprise, a social enterprise in housing, generally registered
social enterprise and enterprise with social impact).

A specific task of the Ministry is the provision for education in the field of social economy by means of
training and courses concerning mainly interpretation of relevant legal regulations in the field of social
economy and of practical courses regarding social enterprises. In the meaning of the Act on Social
Economy and Social Enterprises, the national projects in the field of social economy are being processed
and realized directly by the organization of the resort of Labour, Social Affairs and Family, being the
Head office of the Labour, Social Affairs and Family of the Slovak Republic that manages, controls and
coordinates and methodically directs the performance of state administration in the field of social affairs
and unemployment services. The performance of services is being covered by the Offices of Labour,
Social Affairs and Family.

Conclusion

The social economy offers possibilities for the organization and implementation of social support,
mainly in the economy of small and middle-sized businesses. The social support in this form is positively
perceived by a great part of inhabitants, especially those of middle and lower levels, which is visible
e.g., in the developed unpaid voluntary activities. For groups of people sharing this opinion, the social
economy and its principles are understood as a fairer and more human process in economies of national
states. The social economy includes fair trade, ecologic groceries or ethical financing, a big part of it is
also paid or unpaid voluntary activities. A significant part of the social economy is educational and
upbringing activities, as neglected upbringing and education of children are hard to correct in older age
(Plav¢an, 2019).

The principles of social economy and its implementation in the life of society change people's thinking
about economy and contribute to bigger collective social solidarity that is so needed to current COVID-
19 times and will also be necessary in the following period. The social economy enterprise and
enterprises with social impact are currently in national economies that have been emphasized because
of their significant integrational function. These enterprises have an important impact on marginalized
groups of inhabitants that currently are more segregated than ever before.

In order to solve the research problem, this paper described the system of social economy on the basis
of Slovak legal regulation as well as on the basis of selected statistic indicators about social economy
subjects in the Slovak Republic. In parallel, structural classification of the organizational structure of
the state administration in the social economy has been prepared and the classification of the kinds of
social enterprises. The paper also presents a classification of the wider area of the social economy from
various aspects in the Slovak Republic.
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