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SLOVAK FOOD PROCESSING INDUSTRY IN THE CONTEXT OF
GLOBALISATION AND INTEGRATION TENDENCIES
Sira E.”

Abstract: The aim of this article is to evaluate the position of the food processing industry
in the Slovak Republic in the context of the globalization and integration tendencies.
Integration with the Western European markets has brought many advantages and
opportunities for Slovak businesses on the one hand and increased competition on the other
hand. The interest of the Slovak Republic is to maintain efficient agriculture in the
conditions of the growing world economy globalization. Agri-food sector is reasonable
priority of the economic policy according to its specific position and importance by
nutrition providing, by natural resources managing and by realization of the socially
important non-production functions.
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Introduction

Effective globalization and internationalisation process starts with knowledge of
key variables in the global business environment. In any industry, in any country,
managers must have an overall knowledge of the wheres, whats, whys, and hows of
the countries and regions of the world (Ubreziova, 2012; Dima et al., 2012).
Globalization of the national economies creates new priorities in the businesses
management. It is a strategic management and innovations, effective organization
structures creation, business culture and business ethics formation.

The effectiveness of the company depends on the quality of work of its employees.
The crucial factors influencing the company’s prosperity are as follows:
employee’s abilities, education, skills, experience, goals and values, attitudes and
behaviors, personality traits and motivations (Slusarczyk and Glosik, 2014).
Present development of the world economy depends mostly on the globalization
and on the integration processes. In the strong competitive action, so significant for
present business environment, business subjects seek for a stable position with the
perspective of the further development. They direct their development also out of
their home business environment with the aim to increase the volume of the trade
and subsequently their profit, to gain the competitive advantage and a growth.
Agri-food complex has passed through complicated restructuralization in their
development. There is a new structure of the business base in Slovak Republic,
where the companies have a significant position. Internationalization has affected
all branches of the national economy, food industry not excluding (Horska et al.,
2008).

Internationalization deals with expansion across space and time. Researchers have
framed internationalization as market growth and expansion through foreign direct

“ Elena Sira, PhD Eng., University of Presov, Faculty of Management.
D4 corresponding author: elena.sira@unipo.sk

158



POLISH JOURNAL OF MANAGEMENT STUDIES 2015
Sira E. Vol.11 Nol

investment (FDI) Competing space—time conceptions in consumers’, authors’ and
societies’ stories interact with managerial narratives to affect international product
and task environments (Haley and Boje, 2014). Internationalization involves the
expansion of global markets, institutions, and certain norms, a process
progressively reducing the purely domestic sphere of politics (Solingen, 2015).
Foreign trade is the reflection of economic relationships among the individual
economies and represents the part of the country foreign relationships, which
include trade exchange of a part of the production. In the simplifies balance
understanding, it is usually presupposed that the object of this exchange is such
a part of the production, which exceeds the home consumers demand and thus is
the object of export, or, vice versa, that part of the home demand which is not
satisfied by the home production and thus has to be covered by import (Jeni¢ek and
Krepl, 2009).
Deepening international interdependency, world globalization and integration
processes have caused that single business subjects are more and more participants
of the international trade and they have to face growing competition force.
Business praxis shows that business subjects have significantly more difficult
position in the competitive fight without internationalization of the business
activity (Mura and Léster, 2011).
Globalization is a reality and it is impossible to escape it or to ignore it. Firstly,
business subjects have to respect it and identify how to deal with this situation:
— to monitor carefully all impacts of the globalization and from time to time
modify their strategy and behaviour according them,
— to participate actively on the globalization happening (Nagyova and Mad’arova,
2004).
Problem how to pass on the globalizating food market has in production dimension
basically two solving variants:
— to stay in tradition concept of the agriculture and its historically developed
production structure based mainly on the different natural conditions, or
— to look for positive solutions in the context of the knowledge-based economy
that accept agriculture as a part of agri-business (Be¢vaiova, 2005).

Methodology and data

The aim of this article is to evaluate the position of the food processing industry in
the Slovak Republic in the context of the globalization and integration tendencies.
This aim has been gained by evaluation of the chosen indicators. Material used for
the elaboration represents primary and secondary sources. Primary sources are the
data gained by questionnaire survey. The target group was the largest companies of
the food processing industry in the Slovak Republic in the year 2012 (see Table 2).
70% of addressed companies participated in the research. The questionnaire was
formed from the viewpoint of the company strategy, internationalization forms,
sale of their products in foreign markets and the identification of reasons of their
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foreign business activities. The secondary information stems from the Customs
Statistics of the SR, the Green Report of the Ministry of Agriculture of the SR and
the Research Institute of Agriculture and Food Economics of the SR. In reference
to the analysis and presentation of primary and secondary data, we used the
following methods: in general, the logic methods of analysis, synthesis,
comparison and deduction.

Slovak food processing industry

The Slovak food processing industry is one of the most dynamically developing
industries. The food processing industry in the Slovak Republic is at present
entirely in the private sector after difficult transformation processes. A thorough
restructuring of this industry took place in recent years, while its main objectives
were as follows:
— to decrease excess capacities which had no perspectives for withstanding
a competitive or international market,
— to modernise the production process, mainly in order to achieve higher
productivity of labour and to improve hygiene of foodstuff production,
— to increase the competitiveness of the food processing industry (MPSR, 2014a).
Slovak food industry has priority status by the provision of the health nutrition for
the inhabitants. According to the SO SR, food industry (production of the food,
beverages and tobacco products) gained in 2012 net profit of 195 mil. €. In 2011
food industry (production of the food, beverages and tobacco products) gained
positive net profit of 40.50 mil. € (see Table 1) (MPSR, 2014b).

Table 1. Development of the profit or loss in the production of food, beverage and
tobacco products (in mil. €, index in %)

. Index Difference
Indicator 2010 2011 2012 2012/11 2012-11
Revenues 3817.14 4 338.02 4613 106.3 275.0
Costs 379131 4 297.52 4418 102.8 120.0
Profit 25.83 40.50 195.5 482.7 155.0

Totally 365 companies belonging according to their production to the food
processing industry acted in the Slovak Republic in 2012. Table 2 states overview
of the 20 largest companies of the food processing industry with given chosen
indicators for the year. Almost 70% of these companies are companies owned by
foreign investors. Implementation of new managerial systems in the conditions of
the Slovak republic is often conditional by relations with organizations and
business partners (Dubravska and Kotuli¢, 2014). The environment is characterized
by a competitive struggle. There is the importance of networks and networking as
a means of increasing the competitiveness (Mura and Rozsa, 2014). The economic
policy of many states, including Slovakia, is inclined to the active support of the
investors through the investment incentives (Kotuli¢ and Adamisin, 2012).
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The agricultural products fulfil one of the primary human necessities — food, at
a global scale. The level of knowledge achieved by science and technique has not
discovered, yet, the alternative to agricultural products for human consumption
(Vasile and Grabara, 2014).

Table 2. The largest companies of the food industry in SR

Sales | sales Change | Net Net | Change
2012/ | profit | profit | 2012/
Number Company 5181; fgg 2011 | 2012 | 2011 | 2011
(%) k€) | k€ (%)

1 Heineken Slovensko, a.s., 222 497|203 219 95 0 0 n
Hurbanovo

2. [AmylumSlovakia, sr.o.. 1,17 1541199 779 88| 18961 17100 10,9
Boleraz

3, [Mondelez Slovakia, as.,  |yo 4100030814  -110] 6762| 10063 -328
Bratislava

4, [Povazsky cukor, as., 202495| 95002|  113.1| 22913] 12239 872
Trencianska Tepla

5.  [Nestlé Slovensko, sro..fy 56 5al53 135 23| 7656] 6185 238
Prievidza

6. Rajo, a.s., Bratislava 152 423|139 159 9,5 326| -1452 n

7. gle‘;zg,mke cukrovary, s.r.0.. 115999l 79761|  457| 10381| 12652]  -17.9

g. [\:D:C.Holding,as., 97965 88505| 106 4447] 4407 0,9
Bratislava

9. |Hyza, a.s., Topol'¢any 88 394| 86 509 2,2 13 -2779 n

10, [Puchovsky mésovy 77087| 62008|  225| 330 412] -199
priemysel, a.s., Pichov

11. |Penam Slovakia, a.s., Nitra 68 339| 76 225 -10,3| -2771] -2133 n

1, [Syrdred Bel Slovensko, as.. | o7 g56l 55380] 164 2879 2281 26,2
Michalovce

13. [Kofola, as., Rajecka Lesna | 64 522| 61 769 45 3033 1723 76,0

14.  |Agro Tami, a.s., Nitra 64 026] 62 787 20| 304 273 11,4

15, |Tatranska mlickaren, a.s., 63 064| 59 940 5,2 103 11 8364
Kezmarok

16. |Tauris, a.s., Rimavska Sobota| 44 892| 39 285 143 -116] 2217 n

17, [Slovenské pramene a zriedla, | 35 54l 99 347 242| 612 54| 10333
a.s., Budi$

18. [JAV - AKC, sro., Vicany | 34957| 28 775 215 178|146 21,9

19. |Hubert J.E, s.r.0., Sered’ 29 159] 26 923 83| 3281 3452 5,0

20, [Baliame obchodu, ass., 27513| 27111 15| 2556| 3004 @ -14,9
Poprad

The survey was conducted with a questionnaire in the period of August 2013 up to
November 2013. The target group was 20 largest food processing companies in

161


http://firmy.etrend.sk/databaza-firiem/heineken-slovensko-as-hurbanovo-36528391.html
http://firmy.etrend.sk/databaza-firiem/heineken-slovensko-as-hurbanovo-36528391.html
http://firmy.etrend.sk/databaza-firiem/amylum-slovakia-sro-boleraz-31411011.html
http://firmy.etrend.sk/databaza-firiem/amylum-slovakia-sro-boleraz-31411011.html
http://firmy.etrend.sk/databaza-firiem/mondelez-slovakia-as-bratislava-31320180.html
http://firmy.etrend.sk/databaza-firiem/mondelez-slovakia-as-bratislava-31320180.html
http://firmy.etrend.sk/databaza-firiem/povazsky-cukor-as-trencianska-tepla-35716266.html
http://firmy.etrend.sk/databaza-firiem/povazsky-cukor-as-trencianska-tepla-35716266.html
http://firmy.etrend.sk/databaza-firiem/nestle-slovensko-sro-prievidza-31568211.html
http://firmy.etrend.sk/databaza-firiem/nestle-slovensko-sro-prievidza-31568211.html
http://firmy.etrend.sk/databaza-firiem/rajo-as-bratislava-31329519.html
http://firmy.etrend.sk/databaza-firiem/slovenske-cukrovary-sro-sered-31568386.html
http://firmy.etrend.sk/databaza-firiem/slovenske-cukrovary-sro-sered-31568386.html
http://firmy.etrend.sk/databaza-firiem/idc-holding-as-bratislava-35706686.html
http://firmy.etrend.sk/databaza-firiem/idc-holding-as-bratislava-35706686.html
http://firmy.etrend.sk/databaza-firiem/hyza-as-topolcany-31562540.html
http://firmy.etrend.sk/databaza-firiem/puchovsky-masovy-priemysel-as-puchov-31561853.html
http://firmy.etrend.sk/databaza-firiem/puchovsky-masovy-priemysel-as-puchov-31561853.html
http://firmy.etrend.sk/databaza-firiem/penam-slovakia-as-nitra-36283576.html
http://firmy.etrend.sk/databaza-firiem/syraren-bel-slovensko-as-michalovce-31651321.html
http://firmy.etrend.sk/databaza-firiem/syraren-bel-slovensko-as-michalovce-31651321.html
http://firmy.etrend.sk/databaza-firiem/kofola-as-rajecka-lesna-36319198.html
http://firmy.etrend.sk/databaza-firiem/agro-tami-as-nitra-36467430.html
http://firmy.etrend.sk/databaza-firiem/tatranska-mliekaren-as-kezmarok-31654363.html
http://firmy.etrend.sk/databaza-firiem/tatranska-mliekaren-as-kezmarok-31654363.html
http://firmy.etrend.sk/databaza-firiem/tauris-as-rimavska-sobota-36773123.html
http://firmy.etrend.sk/databaza-firiem/slovenske-pramene-a-zriedla-as-budis-36396591.html
http://firmy.etrend.sk/databaza-firiem/slovenske-pramene-a-zriedla-as-budis-36396591.html
http://firmy.etrend.sk/databaza-firiem/jav-akc-sro-vlcany-18048994.html
http://firmy.etrend.sk/databaza-firiem/hubert-je-sro-sered-36246794.html
http://firmy.etrend.sk/databaza-firiem/baliarne-obchodu-as-poprad-31707874.html
http://firmy.etrend.sk/databaza-firiem/baliarne-obchodu-as-poprad-31707874.html

2015 POLISH JOURNAL OF MANAGEMENT STUDIES
Vol.11 Nol Sira E.

Slovakia. The development of business activities aims at achieving the basic
motivation of all enterprises with effort how to entry the foreign market. A key
element of the internationalization process concerns where and how a company
chooses to do business outside its own country (Ubreziova et al., 2009). Figure 1
presents some forms of international activity in the searched companies.

Forms of activities

100%
90% ||
80%
70% +—
60% ——
50% ——
40% -+—
30% +—
20% +— —
10% +— —

0%

percentage of searched
companies

direct indirect import office factory
export export abroad abroad

Figure 1. Forms of internationalization activities in the chosen companies in the
Slovak Republic

By internationalization process companies seek to increase the share in the foreign
markets. From the viewpoint of forms of entrance into foreign markets the direct
export 92%, indirect export 24%, import 62%, office abroad 38% and factory
aborad 23% were used.

Employment

About 2.06 % of all employees in the Slovak Republic have been employed in the
food processing industry. The number of employees in food processing industry
has declined in 2012. It has decreased about 0.4 thousand employees (1.8 %) to 48
500 employees (see Table 3). We can see the downward trend in the number of
employees in the Slovak food processing industry during the whole period 2009-
2012.

Table 3. Number of employees in the Slovak food processing industry

Emplovees Year Year change (%)
ploy 2000 | 2010 | 2011 | 2012 | 2010/09 | 2011/10 | 2012/11
Food processing | o1 | 553 | 489 | 485 -8.0 116 08
industry

Average wage in slovak food processing industry has increased about 3.4% year on
and has gained level of 725 € (MPSR, 2014b).
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The transformation process of the Slovak economy from the centrally planned
economy into the market economy was not completed and left its marks in the form
of ineffective allocation of production factors in the sphere of the agricultural basic
industry. The achievement of the optimal allocation of production resources would
be reached by the monitored group only in case of decreased number of employees
and increased intensification factors in production (Kotuli¢ and Pavelkova, 2014).
Slovak agrifood complex has considered the entry into the EU as necessary even
though it has not brought only positives. The most negative features of the
integration are considered to be a fall in prices of many first core agrarian products
caused by the entry into the open market. The low production quotes and the
change of the subsidy system from the continuous to the payment at the end of the
year have also had unfavourable impact. Though the mentioned handicaps, the
entry into the EU has brought also the positive effects for the entrepreneurs in the
food industry. There is wider posibility of the economic expansion; on the other
hand, the competitive pressures have increased (Dubravska, 2013).

Competitiveness

Competitiveness of the agri-food comodities is the basic assumption to secure
sufficient supply of quality and affordable Slovak foodstuff to satisfy domestic
demand to provide the food security of the country.

Table 4. Share of Slovak food-stuffs at domestic market in 2002-2011

Sector/Year 2002 2007 2008 2009 2010 2011
Milk 90,7 60,4 58,9 58,0 47,9 52,9
Meat 85,4 57,9 53,4 49,3 42,6 42,3
Poultry 86,9 51,1 56,3 50,8 32,9 35,2
Mill 86,2 78,9 72,7 66,0 36,1 50,7
Bakery-comfectionary 59,3 45,0 52,2 48,2 46,0 43,3
Brewing-malt 91,7 85,8 85,1 84,3 83,4 79,5
Alcohol 69,3 34,5 18,0 31,1 18,9 21,4
Starch 92,7 69,9 88,6 64,6 75,6 64,7
Fat 47,7 46,2 38,0 30,5 28,8 27,1
Sugar 77,4 42,6 35,9 33,6 29,0 27,4
Sweet-pastries 43,3 20,1 21,7 22,3 23,5 27,6
Non alcoholic 752 | 544 | 599 | 574 | 536 | 51,2
beverages

Wine 75,9 51,5 51,1 30,8 43,0 43,4
Canning 54,9 28,7 37,8 42,6 41,0 28,0
Freezing 52,3 32,8 28,6 26,0 13,3 17,8
Fish 30,7 40,3 29,1 37,7 29,2 17,3

Slovak small food market is stocked in sufficient quantities not only in terms of
quality but also in terms of diversity. It is important to sell the most Slovak
products via network of retail chains to maintain the prosperity of the Slovak
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agrarian countryside, respectively of the sustainable development of the agrarian
countryside and food processing industry. Table 4 presents share of Slovak food-
stuffs at domestic market in 2002-2011 (Matoskova and Galik, 2013). We can see
declining trend in the share of the Slovak food-stuffs at domestic market during the
searched period comparing the year 2011 to 2002. The best position has Brewing —
malt sector with the 79.5% domestic share and the worst position has Fish sector
with 17.3% domestic share.

92% of searched companies declared that their volume of sales in the foreign
markets has increased during the searched period (years 2010-2013). 77% of
searched sample declared their satisfaction with their foreign business activities.
All companies stated that they operate in foreign markets mostly regularly. Trade
liberalizing has influence the situation at the domestic markets. There are less
domestic products of the chosen industry on the market in the Slovak republic.
Particularly, opening markets and import have brought strong price competition
and Slovak producers have not been prepared on it. 23% of all searched companies
declared the extreme impact, 61% declared medium impact, 8% low impact and
8% minimum impact of growing competitiveness in the domestic market as the
most important factor by influening their foreign business activities.
Competitiveness started to be solved in the era of Slovak economy transformation
and preparation on the entry into the EU. By the entry into the EU advantages
related with liberalisation of mutual business exchange and application of the
supportive systems (CAP) started to pass (Bujniakova, 2010).

Table 5. Count of Customs Tarrif Book items pursuant to RCA index

Indicator 2002 | 2007 | 2008 | 2009 | 2010 | 2011
Number of Custom Tarrif Book 75 56 56 56 52 51
items with comparative

advantages

Number of Custom Tarrif Book 121 134 133 132 133 136
items with comparative
disadvantages

Number of non-tradable Custom 4 10 11 12 15 13
Tarrif Book items

Total number of Custom Tarrif 200 200 200 200 200 200
Book items

Number of Custom Tarrif Book items with comparative advantages has declined
about 32% in the period 2002-2011. On the other hand, number of Custom Tarrif
Book items with comparative disadvantages has increased about 12% in the period
2002-2011.

Summary

The interest of the Slovak Republic is to maintain efficient agriculture in the
conditions of the growing world economy globalization. Agri-food sector is
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reasonable priority of the economic policy according to its specific position and
importance by nutrition providing, by natural resources managing and by
realization of the socially important non-production functions (MatoSikova a Galik,
2013). One of the relevant globalization processes consequences is competitive
environment sharpening and subsequent pressure on the business efficiency
(Zavarska and Dubravska, 2010). Totally 365 companies belonging according to
their production to the food processing industry acted in the Slovak Republic in
2012. 69% of all companies were profitable. About 2.06% of all employees in the
Slovak Republic have been employed in the food processing industry.
Competitiveness of the agri-food comodities is the basic assumption to secure
sufficient supply of quality and affordable Slovak foodstuff to satisfy domestic
demand a to provide the food security of the country. We can see declining trend in
the share of the Slovak food-stuffs at domestic market during the searched period
comparing the year 2011 to 2002. We can state also declining number of Custom
Tarrif Book items with comparative advantage pursuantto RCA index in the Slovak
food processing industry. By wider questionning, the largest food industry
enterprises in the SR were searched from the viewpoint of company strategy,
internationalization forms, sale of their products in foreign markets as the
identification of reasons of their foreign business activities. All searched companies
realize internationalization activites and they perfom them mainly regularly. The
most realized activities are export and indirect export. The sales volume abroad has
grown almost by all companies during the last 3 years. 77% of all companies are
satisfied with their internationalization activites. We have found out that the most
important factors influencing the internationalization of the entrepreneurship of the
searched companies are management interest about the teritorial expansion and
an effort to build perspective market position abroad. The less important factor
seems to be the lack of subcontractors in the domestic market

There is a great opportunity for Slovak food processing industry — foreign
investments. There is significant difference between the milk industry (with foreign
investors) that is profitable and only local meat industry that is non-profit-making.
Investments’impact on the Slovak food industry is considerable even from the
viewpoint of their positive effects on the primary production (Dubravska, 2013).

Supported by the Scientific Grant Agency of the Ministry of Education (Project Vega No.
1/0802/15 on the topic: Management of the food industry enterprises in the SR in the
context of impacts of globalization and integration tendencies, Project KEGA No. 032PU-
4/2013 on the topic: E-learning application by training of the economic subjects of the
study program Management and new accredited study programs at the Faculty of
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SEOWACKI PRZEMYSE PRZETWORSTWA SPOZYWCZEGO
W KONTEKSCIE TENDENCJI GLOBALIZACJI I INTEGRACJI

Streszczenie: Celem niniejszego artykulu jest ocena pozycji przemystu przetworstwa
spozywczego w Republice Stowackiej w kontekscie tendencji globalizacji i integracji.
Integracja z rynkami Europy Zachodniej przyniosta dla stowackich przedsigbiorstw z jednej
strony wiele korzy$ci i mozliwosci, z drugiej strony wzrost konkurencji. Republika
Stowacka zainteresowana jest utrzymaniem wydajnego rolnictwa w warunkach rosnacej
globalizacji gospodarki §wiatowej. Sektor rolno-spozywczy jest racjonalnym priorytetem
polityki gospodarczej zgodnie z jego specyficzna pozycja 1 znaczeniem poprzez
zapewnienie zywienia, zarzadzanie zasobami naturalnymi i realizacj¢ waznych spolecznie
funkcji niezwigzanych z produkcja.

Stowa kluczowe: przemyst przetworstwa spozywczego, pozycja, Republika Stowacka,
globalizacja, integracja.
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