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FIRM IN THE MARKET 

ECONOMY



-firm/business/company/enterprise: a commercial organization 

that usually operates on a for-profit basis and participates in 

selling goods or services to consumers. 

-it procures inputs and transforms them to outputs

-it is a set of people and material means that is created to 

reach a pre-determined goal (e.g. profit)

-entrepreneur: an organizing element in the transformation

process

-entrepreneurship: purposeful activity that the entrepreneur 

carries out on his own behalf and on his own responsibility 

with the intention to achieve a pre-determined goal (often 

profit)

-companies have economic autonomy and legal personality



Slovak Republic (2008-2017)

Statistical Office of the SR. 2021 (newer data currently not available).
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-dozens of criteria

-the most widely used ones:

based on final outputs

based on economic activity / sector

based on technical-organizational characteristics

based on size

based on legal form

based on ownership



-based on final outputs:

a) Producing firms:

-primary production

-secondary production

-production of consumer goods

b) Non-producing firms

-trade firms / trade enterprises

-financial firms

-transport and communication firms

-firms providing other services



-based on economic sector:

a) agricultural

b) forestry

c) water management

d) mining

e) industrial

f) construction

g) transport

h) trade

i) financial

...



European Union

Number of Firms. Eurostat. 2020.
1. 2.3.



European Union

Turnover in 1.000.000 €. Eurostat. 2020.
1.2. 3.



-based on technical-organizational characteristics:

a) based on specialization

-object-specialized enterprises

-technology-specialized enterprises

b) based on type of production

-tailor-made production. serial production. mass production

c) based on concentration of acitivities

-horizontal concentration

-vertical concentration

-diverzified concentration

d) based on predominant factor of production

-labor-intensive enterprises

-capital-intensive enterprises

-material-intensive enterprises

-energy-intensive enterprises



-based on size:

a) small

b) medium

c) large

-What criteria to use?

Number of employees. sales. turnover. profit. assets. 

liabilities. export...

-based on the EU classification:

Employees Turnover Balance sheet

MICRO < 10 ≤ 2 mil. € ≤ 2 mil. €

SMALL < 50 ≤ 10 mil. € ≤ 10 mil. €

MEDIUM < 250 ≤ 50 mil. € ≤ 43 mil. €

LARGE 250 and more > 50 mil. € > 43 mil. €



5 companies on the market:

1 - 20 % (0.04) 60 % (0.36) 96 % (0.92)

2 - 20 % (0.04) 10 % (0.01) 1 % (0.00)

3 - 20 % (0.04) 10 % (0.01) 1 % (0.00)

4 - 20 % (0.04) 10 % (0.01) 1 % (0.00)

5 - 20 % (0.04) 10 % (0.01) 1 % (0.00)

HHI: 0.20 0.40 0.92



Slovak Republic (2006 and 2019)

Statistical Office of the SR. 2020.
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Companies by number of employees

Eurostat. 2022.



Largest non-financial employers in Slovakia (2018)

Etrend. 2019.



Largest employers in the world (excl. armies of USA and CHN)

World Economic Forum. 2021.



Largest producers in Slovakia (2018)

Etrend. 2019.



Largest profit after taxes in Slovakia (2018)

Etrend. 2019.



Largest revenue in the world (2021)

Fortune. 2022.



Largest revenue by country

Europeanpost.co. 2016.



Largest chemical companies by sales (2021)

Cen.acs.org. 2022.



-based on legal form:

a) Sole proprietorship (self employed)

b) Partnerships and companies

-general partnership

-limited partnership

-limited liability company

-joint stock company

c) Cooperative

d) Special forms

-groups of companies (company integration)

-silent partnership



Slovak Republic (2021)

Statistical Office of the SR. 2022.



Slovak Republic (2021)

Statistical Office of the SR. 2022.



-based on ownership:

a) individual ownership / partnership / joint stock company

b) private ownership / public ownership

c) national / foreign



-they are always a result of mutual influence of multiple factors:

internal. external. interest groups (customers. contractors. 

creditors. competitors...)

-owners vs. managers

-input from other employees (e.g. via trade unions)

Internal interest groups

Owners Managers Other employees

Purchasers Government
Local/regional
government

ContractorsCreditors

External interest groups

COMPANY GOALS



-system of company goals (examples):

PROFIT (maximization)

Sales maximization

Welfare maximization

Growth maximization

Market share maximization

Survival

Social responsibility

Independence

Customer satisfaction

...









-companies transform inputs into outputs using a 

transformation process

-all the inputs of a firm are called production factors in 

business administration

-they include 3 types of elements:

a) Elementary – direct inputs for the production process

-potential factors

-consumption factors

b) Dispositive – activities entering the production process

c) Additional – links to environment



Production factors

Dispositive
Elementary

Additional

Consumption Potential

Direct Indirect Active Passive

Management and its

components:

• Planning

• Organizing

• Decision making

• Controlling

• Information

management

Firm´s relations with:

• Government

• Banks

• Insurance companies

... taxes. levies. insurance

payments...

Are a part of the

good:

• Raw materials

• Semi-finished

products

• Parts and 

components

• Auxiliaries

Are not a part of 

the good:

• Some tools

• Services

• Workforce

• Tools

• Machines

• Appliances

• Information 

carriers

• Buildings

• Land

• Non-production 

facilities



-managerial activities; their goal is to combine other factors of 

production to achieve company´s goals:

a) planning

b) organizing

c) decision making

d) controlling

e) information management

Managing part of the
firm

Managed part of the
firm

a

b d

c e



Y = f(x1. x2. x3. x4. ... xn)

Y1

Y2

Y3

K

L

Isoquants

Budget line / constraint

E

Technological optimum


