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Abstract. The authors make a comparative analysis of two countries - Taiwan and Latvia, assessing the role of small and medium-
sized businesses in the economies of both states. Special attention is focused on the industrial sector and the participation of
SMEs in it. A number of small and medium-sized businesses registered in both countries are analysed with regard to the number
of employees and the turnover of SMEs. The authors show the impact of SMEs on the whole economy of Taiwan and Latvia.
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CreueHko l.

OOKTOP EKOHOMIYHUX HayK, Npodecop, NPOPEKTOP 3 HAyKOBOI pOOOTU, ONPEKTOP AOKTOPCHKOI Nporpamm

«PerioHanbHa eKoHOMIKa i ekoHOMIYHa noniTuka», banTincbka MixxHapogHa akagemis, Pura, Jlatsisa

NinY. . A.

KaHamaaT eKOHOMIYHUX HayK, npodecop, kadenpa eKoHOMIKK, HauioHanbHUi yHiBepcuTeT TanBaHto,

npe3naeHT, TaBaHCbKNI iHCTUTYT EKOHOMIYHUX JOChigKeHb, Tanben, TansaHb

OuiHka BNAMBY Manux i cepepHix NignpMeMcTB Ha BUpo6HN4MIA cekTop TarBaHio Ta JlaTBii: NOPiBHANLHUIA aHani3
AHoOTaUif. Y cTaTtTi NpoBeAeHo NopiBHANBHWI aHani3 ABoX KpaiH — TansaHio Ta JlaTsii. ABTopamu JoCnigXeHo ponb Manoro Ta
cepepHboro 6isHecy (MCB) B ekoHOMiILi 3a3HaqeHnx gepxxas. Ocobnmsy yBary npuaineHo NpOMMUCIOBOMY CEKTOPY ABOX KpaiH
Ta y4acTi B HboMy MCB. lNpoBeaeHo aHani3 KinbKOCTi 3apeecTpoBaHnx B 060X KpaiHax ¢ipM Manoro Ta cepefnHboro 6i3Hecy, a
TakoX Ymcna ocib 3aHAToro HaceneHHs 1 o6opoTy MCB. Takoxx nokasaHo Bnnns MCB Ha eKOHOMIKY [ABOX Aep>KaB.

Knio4oBi cnoBa: perioH; manui i cepefHili 6i3Hec; NPoOMUCNOBICTb; TaBaHb; J1aTsis.

CreueHko U.

OOKTOP 3KOHOMMUYECKMX HayK, Npodeccop, NPOPEKTOp Mo Hay4HOW paboTe, AMPEKTOP AOKTOPCKON Nporpammbl
«PernoHanbHasi 9KOHOMIKa 1 9KOHOMUYECKas NonuTuka», bantuiickas mexayHapogHas akagemusi, Pura, JlatBus

Jivu Y. ®. A.

KaHOmnaaT 3KOHOMMYECKUX HayK, npodeccop, kadegpa aKOHOMUKM, HaumoHanbHbIn yHUBEpCUTET TanBaHs;

npe3naeHT, TanBaHbCKNA MHCTUTYT 3KOHOMUYECKNX UccneaoBaHnii, Tanban, TanBaHb

OueHka BO34elCcTBUS MalbiX U CpefHUX NpeanpusTuin Ha NPOu3BOACTBEHHbIN ceKTop TanBaHsa u JlatBun:
CpaBHUTENbHbIA aHaNU3

AHHOTauus. B cTaTbe NnpoBegeH CpaBHUTENbHBIN aHann3 AByx CTpaH — TansaHsa u Jlateun. ABTopamu nccnegoBaHa posib Manoro
n cpepHero 6usHeca (MCB) B akoHomuKke rocygapcTte. Ocoboe BHMMaHWE yoeneHo NMpOMbILLIIEHHOMY CEKTOPY ABYX CTpaH u
ydacTtuto B Hem MCB. MpoBefeH aHanna KonuyecTsa 3aperncTprMpoBaHHbIX B 06enx cTpaHax hmpm Manoro 1 cpegHero 6musHeca,

a TaKxke ymncna 3aHaTbix nuy n o6opota MCB. Takxe nokasaHo BnusiHue MCB Ha 9KOHOMUKY OBYX rocygapcTs B LIESIOM.
KnioueBble cnoBa: pervioH; Masblil 1 CPeqHUiA GU3HEC; MPOMbILLNIEHHOCTb; TaliBaHb; JlaTBus.

1. Introduction

The European Union as an economic alliance sets itself a
number of tasks in the formation of regional economic poli-
cies. The main program for the implementation of its eco-
nomic policies is the Europe 2020 strategy, in which the main
economic indicators for the implementation by the state are
fixed. The goal of the strategy is to align national economies
of the EU member states with EU standards. On the basis of
the strategy, each state has developed its national program
of economic development until 2030. Also, it should be poin-
ted out that small and medium-sized businesses play a sig-
nificant role in the development of the economy of the mem-
ber states.

A research conducted on the basis of an analysis of the
economies of Taiwan and Latvia shows that the development
of innovative production with the involvement of small and
medium-sized business provides both GDP growth and in-
creases employment of the countries’ population.
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2. Brief Literature Review

Scientists, politicians and the wide public search for
models of economic development contributing to sustaina-
ble economic growth. The striving of countries for transition
to a postindustrial economy leads to an artificial reduction of
production and the creation of a larger segment of services.
Scientists, such as David Alan Aschauer [1], Joachim Lamel,
Hasegawa Ryoiji, Hirofumi Nakayama [4], Takayuki Shimoaka,
Josef Richter, Werner Teufelsbauer [5] and Mateo Hoyos L6-
pez [7], deal with the issues relating to the structure of the
economies of states and try to answer the question whether
the similar artificial transition to the service sector and the
closure of production in different countries is always justified
and whether another way of development is possible.

3. The purpose of the article is to conduct a comparative
analysis of the structure of the industrial sector in both Taiwan
and Latvia, and to study the participation of small and me-
dium-sized businesses in it.
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4. Results

Over the past 60 years, the following countries have shown
rapid growth of their economies: Hong Kong, China, Singa-
pore, Taiwan, South Korea, Japan, Argentina, Brazil, Mexico,
Chile, the USA, Germany, France, Sweden, etc. In particular,
China and the Asian Tigers (Hong Kong, Singapore, Taiwan
and South Korea) attract close attention. Today, along with the
USA, Japan and the European Union, they are competing for
their leadership in the world market. Nowadays, Taiwan is the
world leader in the production of the following goods (Table 1).

Tab. 1: The products which helped Taiwan to take its place
among the three world’s largest producers in 2015

Source: [10]

Indeed, this is a significant indicator: the production of
89.9% of motherboards or 82% of notebooks made the coun-
try one of the leaders in the innovation sector. At the same
time, it is worth noting that the main employment of the po-
pulation falls on the companies relating to small and medium-
sized businesses.

Let us carry out an analysis of the ratio of the number of
employees in general in the field of both small and medium-
sized, and large business in Taiwan. For this purpose, let us
identify the requirements for SMEs in Taiwan. The basic rules
for the formation of SMEs are described in the Standards for
Identifying Small and Medium-sized Enterprises: SMEs paid-in
capital of TWD 80 million or less, or less than 200 regular em-
ployees; sales revenue of TWD 100 million or less in the pre-
vious year, or has less than 100 regular employees or less
than TWD 80 million, which equals USD 2.42 million for manu-
facturing, construction, mining, and quarrying industries. This
means that if either criterion is met, the business qualifies as
an SME. In the 13 service and commerce sectors, micro en-
terprises are defined as those that have fewer than 5 emp-
loyees, while SMEs must have fewer than 50 employees, with
preceding year sales revenue of less than TWD100 million,
which equals USD 3.03 million (Ministry of Economic Affairs,
2012). The Law introduces the definition of a «small-scale en-
terprise» which has fewer than 5 regular employees. The data
referring to the number of employees in both SMEs and large
companies in Taiwan are represented in Table 2.

Tab. 2: The analysis of employed people
in the field of SMEs and large business in Taiwan
for the period of 2008-2016, thousand people

Source: Compiled by the authors based on [11]

As shown in Table 2, the number of people employed
in small and large businesses of Taiwan for the period from
2008 to 2016 increases annually. Such an increase has a li-
near character. It is worth emphasising that the number of
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those who are employed by large companies is increasing.
Thus, in 2008, the number of employed people in large busi-
ness made up 1,479 thousand people. In 2009, a decline
of 20.7% was noted and the relevant number of employees
made up 1,173 thousand people. Since 2010 annually, the
trend towards an increase in the number of employees in
large business from 1,253 thousand people in 2010 to 1,432
thousand people in 2016 has been observed, i.e. the num-
ber of employees relevant to the year 2008 has practically
been restored.

On the basis of the data presented in Table 2, let us con-
struct a diagram reflecting the dynamics of people employed
in small and medium-sized, and large businesses. In 2008, the
number of people employed in SMEs (Figure 1) made up 84%,
however in 2016 the number made up 86%, a significant part
of employees working for SMEs.

Fig. 1: The number of SMEs and large companies
in Taiwan, 2016
Source: Compiled by the authors based on [10-11]

As we can see from Figure 2, the number of employees
working for SMEs increases and makes up a significant
share - 84% of employed people in Taiwan. Respectively, the
share of employees in large business has reduced from 16%
in 2008 to 14% in 2016.

Fig. 2: The number of SMEs and large companies
in Taiwan, 2008
Source: Compiled by the authors based on [10-11]

Let us determine the share of SMEs in Taiwan.

The goal of our research is to assess the role of the pro-
duction industry in the country’s GDP and to identify the
impact of SMEs on the economic growth of the country. It
should be noted that the production industry of Taiwan makes
up almost half of the country’s GDP (Figure 3). According to
the data for 2016, the volume of services in the country made
up 52.38%, while the production was 47.41%. The country’s

Fig. 3: The structure of Taiwan’s GDP in 2016
Source: Compiled by the authors based on [10-11]
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agricultural sector made up 0.21% of GDP. These indicators
characterise the country as an industrial one.

The development of the production sector and its signifi-
cant share does not reduce the quality of life and the income
level of citizens.

The production sector is represented according to the OECD
classification by the following sectors: mining and quarrying,
manufacturing, electricity and gas supply, water supply and re-
mediation activities, and construction. The authors have made
an assessment of a number of SMEs in Taiwan in the production
sector and represented the amount of sales for 2016 (Table 3).

Tab. 3: The number of SMEs of Taiwan in the production sector
and their sales in 2016 Fig. 5: The volume of sales of SMEs in Taiwan by industries
of production in 2016, TWD million
Source: Compiled by the authors based on [10-11]

Source: Compiled by the authors based on [10-11]

The data presented in Table 3 show that the main share
of SMEs of Taiwan is concentrated in the production industry
(143,184) and construction (120,828). Further, according to the
number of companies, follows the mining and quarrying indus-
try (1,103) and the electricity and gas supply industry (839), fol-
lowed by water supply and remediation activities (725).

Let us represent graphically the share of companies relating
to SMEs in Taiwan in 2016 by industries of production (Figure 4).

Fig. 6: The number of employees in SMEs
in Taiwan in 2016 by industries of production
Source: Compiled by the authors based on [10-11]

the manufacturing industry - 2,193,000 people. The construc-
tion industry is also significant in terms of the employment of
the population in Taiwan - 884,000 people. 4000 employees
are engaged in the electricity and gas industry. Water supply
and remediation activities employs 35,000 people, and there
are 3,000 employees in mining and quarrying.

To conduct a comparative analysis of the role of SMEs in
the EU member states, the authors of the article examined
of the number companies registered as SMEs, the number
of persons employed and value added of Latvian companies

(Table 4).
As we can see from Table 4, the role of SMEs in Latvia
Fig. 4: The number of companies relating to SMEs in Taiwan and in the EU member states is significant. Micro-enterpri-
in 2016 by industries of production ses account for 91% of all registered companies. Meanwhile,
Source: Compiled by the authors based on [10-11] this indicator equals 92% for EU-28. The majority of persons
The analysis of the structure of Taiwan’s GDP
shows that an insignificant part SMEs (835) is Tab. 4: A comparative analysis of the number of companies both
registered in water supply, 839 companies are in Latvia and EU-28 in 2015

related to gas supply and electricity. 1,103 ope-
rate in the industry of the extraction of mineral re-
sources. Meanwhile, the majority of companies
are registered in the field of production (143,184)
and construction (120,828).
As we can see from Figure 5, the industrial sec-
tor makes up a significant part in the volume of sales
of small and medium-sized companies of Taiwan,
with its TWD 4,070,669 million. The SMEs referring
to construction in Taiwan also represent a signifi-
cant share in GDP - TWD 1,417,221 million. Elec- Note: In the table are presented the estimates for 2015 produced by DIW Econ, based
tricity and gas supply accounts for TWD 6,611 mil- on 2008-2013 figures from the Structural Business Statistics Database (Eurostat).
lion. Water supply and remediation activities makes The data cover the «non-financial business economy», which includes industry,
up TWD 55,809 million, while mining and quarrying construction, trade, and services (NACE Rev. 2 sections B to J, L, M and N), but not
comprises TWD 29,147 million. enterprises in agrlcultur.e, forestry and fisheries and the Iargely non-market service
Further, let us represent the number of emp- sectors such as education and health. The advantage of using Eurostat data is that
i ; . ) . the statistics are harmonized and comparable across countries. The disadvantage
loyees working for SMEs involved in the industries

’ ) \ . is that for some countries the data may be different from those published by the
of Taiwan in the form of a diagram (Figure 6). national authorities.

Thus, the majority of employees working for
small and medium-sized businesses is involved in Source: Compiled by the authors based on [8-9]
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employed in the country is observed in SMEs - 79%. This in-
dicator makes up 66.8% in the EU-28 as a whole.

Let us assess the role of the industrial sector and the par-
ticipation of Latvia’s SMEs in it. Value added of SMEs in Latvia
makes up 72.1%, whereas it is 57.4% in the EU. Thus, the role
of SMEs both in the EU member states and Taiwan is signifi-
cant. Let us consider the structure of Latvia’s GDP (Figure 7).
As can be seen from the diagram presented by the authors,
the main part of the country’s GDP in 2016 is represented by
the services sector - 72% and the industrial sector - 25%. The
share of agriculture accounts for 3% of GDP.

Fig. 7: The structure of Latvia’s GDP in 2016
Source: Compiled by the authors based on [8-9]

Further, to fulfil the goal set in the work, let us car-
ry out an analysis of the role of production sector in the
economy of Latvia and study the participation of SMEs in
it. Criteria for small and medium-sized businesses both
in Latvia and other EU countries are regulated by the re-
commendations of the EU (Table 5).

It should be noted that Eurostat keeps records of
SMEs with the division into the following groups: the num-
ber of employees from 0 to 9 people - the enterprises of
micro business; from 10 to 19 people, 20-49 people -
companies of small business; and from 50 to
249 people companies of medium-sized busi-
ness. This division allows examining the struc-
ture of SMEs in more detail (Table 6).

On the basis of the data presented in Table
6, Figure 8 shows that the number of SMEs in
the industrial sector in Latvia is 99.8%. Yet,
according to the 2016 data, the large enter-
prises in Latvia’s industry account for 76. Fur-
ther, let us estimate the number of registered
enterprises within the manufacturing industry
of Latvia (Figure 8).

Figure 9 shows that, unlike Taiwan, the ma-
jority of SMEs in the industrial sector of Latvia
is in the construction industry (49%). In Taiwan,
the majority of companies is in the production
industry, whereas 46% of companies are regis-
tered in the production industry in Latvia. 2% of
companies are registered in both water supply
and electricity, and gas supply. 1% of compa-
nies is registered in mining and quarrying.

Further, let us estimate how the employed
are distributed in the field of the manufacturing
industry in Latvia (Figure 10).

Figure 10 shows that the majority of em-
ployees in SMEs in Latvia are in the produc-
tion sector (56%), yet only 37% of employees
are in the construction sector, although, ac-
cording to the number of SMEs registered in
the manufacturing industry the construction
industry is the leader. 3% are employed in the
industries of water supply and electricity, and
gas supply, while 1% is employed in mining
and quarrying.

Let us carry out an analysis of the turn-
over of SMEs in the industrial sector in
Latvia. From Figure 11 we can see that, like
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in Taiwan, most of the turnover of the industrial sector falls
on the production sector (56%), while the construction in-
dustry accounts for 36% of the total turnover of SMEs.
However, the turnover of the electricity and gas supply in-
dustry is increasing, with its 5%; the water supply indus-
try accounts for 2% of the turnover, and mining and quar-
rying comprises 1% of the turnover of SMEs in the indus-
trial sector of Latvia.

Thus, the main share of GDP in the economy of Taiwan ac-
counts for 52% of services. However, a significant part (47 %)
falls on the industrial sector of the country. In Latvia, the main
share belongs to services (72%), whereas the production has
only 27%. The development of an innovative economy, ac-
cording to the authors’ opinion, is impossible without the de-
velopment of the industrial sector. Production directly impacts
the development of studies carried out by research institu-
tions, which in turn leads to the creation of competitive pro-
ducts of the country. Table 7 represents the main economic
indicators of development of Taiwan and Latvia, which differ
in the structure of GDP.

As we see from Table 7, the economy of Taiwan is gro-
wing, including the active participation of small and me-
dium-sized businesses in the industrial sector of the coun-
try. The country’s GDP per capita makes up EUR 25,370. In
the Latvian economy, priority is given to the services sec-
tor. The country’s economic growth makes up 2% in 2016,
with Latvia’s GDP per capita equal to EUR 12,721 in 2016.
Also, the indicator of employment is not so favourable for

Tab. 5: The classification of micro-, small and medium-sized
enterprises in the EU

Source: European Commission, Recommendation 2003/361

Tab. 6: The analysis of the number of companies registered as SMEs,
and the turnover of SMEs in Latvia in the production sector in 2016

Source: Compiled by the authors based on [8-9]
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Fig. 8: The number of SMEs and large companies Fig. 11: The turnover of SMEs in the industrial sector of
in the industrial sector of Latvia in 2016 Latvia in 2016
Source: Compiled by the authors based on [8] Source: Compiled by the authors based on [8-9]

Tab. 7: Comparative analysis of economic indicators
of Taiwan and Latvia for 2016

Note: ' - TWD/USD 32.587 on May 2016; USD/EUR 1.12
Source: Compiled by the authors based on [8-9]

the Latvian economy. In Latvia, the level of unemployment

is almost 2.5 times higher than in Taiwan.

- - - 5. Conclusions
Fig. 9: The number of SMEs in Latvia The research conducted by the authors shows that
s by industries of production in 2016 Taiwan, a country with the balanced industrial and service
ource: Compiled by the authors based on [8-9] . . S
sectors of the economy, is spending significant means on
research and development and successfully implements its
innovative policies, stimulating the inclusion of SMEs in the
production industry at the same time, as far as the majori-
ty of small and medium-sized companies operate in the field
of manufacturing and construction. In Taiwan, 84% of all
the registered companies are SMEs, whereas in Latvia they
count for 99.8%. However, Latvia’s industrial sector has an
insignificant share in the economy (25%) comparing with the
Taiwanese one (47.41%).

Latvia’s spending on R&D is not high either and corre-
sponds to only 0.44% of GDP in 2016, while Taiwan spent
3.1% of GDP in the same period. The level of GDP per ca-
pita in Latvia is twice as low as in Taiwan, and the level of
the unemployed is 2.5 times higher. A change in the policy
in the field of funding of R&D in Latvia could lead to the de-
velopment of innovations in the country’s industrial sector

Fig. 10: The number of employees in SMEs representing and result in an increase in both the employment rate and
the industrial sector of Latvia in 2016 the incomes of the population, thereby improving the quali-
Source: Compiled by the authors based on [8-9] ty of life.
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