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INTRODUCTION

The National Plan of Regional Development of the Slovak Republic is based on
Resolution of Slovak Government No. 242/2000 of 12 April 2000.

The National Plan of Regional Development of the Slovak Republic is the basic
medium-term programming document for the implementation of regional policy of the
Slovak Republic until 2006 and one of the priority objectives of our efforts for integration in
EU. It was elaborated in order to mitigate the difference in per capita GDP against the
average of EU member states in compliance with medium-terms priorities of the Partnership
for Access in the area of economic and social cohesion. With its level of per capita GDP in
PPS in nominal value, the Slovak Republic achieves only 49% of the average of EU states
(source: Eurostat 1999). Therefore the strategic objective of the National Plan of Regional
Development of the Slovak Republic is to ensure such growth of per capita GDP in PPS in
nominal value that will allow the Slovak Republic to reach the level of 60 to 65% of average
per capita GDP in PPS in nominal value of the European Union states by the year 2006.

The elaboration of this document is the basic condition for reception of funds from the
Pre-accession Funds and, after integration of Slovakia into the European Union, from the
Structural Funds of EU. This document also reflects the new means of cooperation with the
European Union, based on openness and partnership and is an important test of the readiness
of the Slovak Republic for the implementation of economic and social cohesion policy that
represent one of the most important policies of the European Union. The coordination of
economic and social cohesion in the area of regional development in compliance with the
partnership principle includes consensual collaboration of all participants in the process of
elaboration of the National Plan of Regional Development of the Slovak Republic. Upon
accession of Slovakia to EU, the close cooperation of Slovak authorities in the area of
regional development will also apply to the competent bodies of the Community, particularly
those of the European Commission.

The programming principle is one of the priority principles of regional policy that
requires elaboration of programming documents under which the regional development is
implemented and support from EU resources is provided. Such a basic programming
document at the national level is the National Plan of Regional Development of the Slovak
Republic, which defines problems, objectives and priorities in the areas of economic and
social development, and accentuates the need for support from EU resources, including
planned results of assurance of administrative and implementation systems and means of
financing. Based on negotiation and approbation of the National Plan of Regional
Development of the Slovak Republic with bodies of the European Commission, the document
Community Support Framework will be subsequently elaborated, including specific financial
commitments of EU and the Slovak Republic in the view of pursuing the development
objectives defined in the document.

The elaboration of the National Plan of Regional Development of the Slovak Republic
was also based on the principle of subsidiarity, according to which authorities at a higher
level will only be responsible for execution of such tasks that cannot be effectively executed
at a lower level.

The National Plan of Regional Development of the Slovak Republic provides a
complex view of the present situation of the economic and social development of Slovakia
and its regions, barriers for further development and proposals for their overcoming through
the determination of development priorities and strategies. The National Plan of Regional
Development of the Slovak Republic will also ensure the functionality of regional policy in
symbiosis with medium-term economic priorities of Slovakia. It takes into account already
approved documents such as the Conception of Employment Policy until 2002, the National




Plan of Employment, the Medium-Term Priorities of Economic Policy of Slovakia and the
Plan of Rural Development. The National Plan of Regional Development of the Slovak
Republic respects environmental documents such as the Strategy, Rules and Priorities of
State Environmental Policy, the National Environmental Action Programme, the Programme
of Waste Economy and the Conception of the Application of Agenda 21, as well as
Evaluation of Indicators of Sustainable Development in the Slovak Republic. It was also
elaborated with regard to proposals for other documents of crucial importance that are under
preparation and should be adopted in the months to come: the National Strategy of
Sustainable Development in the Slovak Republic and the Conception of Territorial
Development of Slovakia.

Settings of objectives, priorities and choice of strategies of the National Plan of
Regional Development of the Slovak Republic are based on sectoral and regional operational
programs (SOPs and ROPs). SOPs contain a complex solution of regional development from
the aspect of the individual sectors. They were elaborated under the aegis of the competent
ministries. ROPs contain proposals for regional development strategies worked up at the level
of regions determined by the Integrated Plan of Regional and Social Development of the
Slovak Republic in collaboration with the individual Regional Offices and approved by
regional monitoring committees. The different documents are interconnected. The whole
process of preparation of the National Plan of Regional Development of the Slovak Republic
is coordinated by the Ministry of Construction and Regional Development of the Slovak
Republic.

An important part of the National Plan of Regional Development of the Slovak
Republic is basic macroeconomic issues. They compare indicators of CEFTA and EU
countries and the development of the Slovak economy in the years 1996 to 1999 with the
present economic situation and present a prognosis of the development of primary indicators
of Slovak economy until 2006, as well as the economic strategy of the Slovak Republic.

Another part of the National Plan of Regional Development of the Slovak Republic is
its administrative, implementation and financial framework. An important tasks in financial
area is to lay down potential framework of financing from national resources. These
requirements truly reflect the possibilities of financing the proposed measures and related
material circuits from state budget and deployment of financial resources from the Pre-
accession Funds of EU for the period of years 2000 to 2006.

An integral part of the National Plan of Regional Development of the Slovak Republic
is also the elaboration of an evaluation of the influence of the presented strategy and
measures on the environment with regard to sustainable development, in compliance with EU
legislation in force.

The programming documents are being prepared within EU on the basis of intensive
consultations between the European Commission, the respective member state and other
authorised authorities and institutions. Depending on regulations and current practice of each
member state, these authorities include economic and social partners at national, regional and
local levels. This process of partnership is one of basic principles of the regional policy of
EU. In accordance with the principle of partnership, the preparation of the National Plan of
Regional Development of the Slovak Republic was also executed, with participation of
central bodies of state administration, regional offices, self-governments and their
associations, representatives of the third sector, associations of businesspeople, science,
education and other relevant organisations. Work on the National Plan of Regional
Development of the Slovak Republic has been in progress since May 2000. Information and
statistical data appear therein in the form and values that were available to the compilers at
that time.




The National Plan of Regional Development of the Slovak Republic was elaborated in
an existing legal environment where self-governing bodies of HTU (Higher Territorial Units)
still did not exist and did not execute their functions. From the aspect of administration and
further development of regions the reform of public administration and decentralisation of
competencies in the area of regional development to self-governing bodies of HTU is
indispensable. As soon as the self-governing bodies of HTU are made functional, the relevant
parts of NPRD SR, particularly those concerning regional operational programmes and the
organisational and financial assurance of NPRD SR, will be subsequently reviewed. On
these issues some documents have already been approved by the Slovak Government and
others are under preparation, such as the Strategy of the Reform of Public Administration, the
Conception of Decentralisation and Modernisation of Public Administration or the Proposal
for Arrangement of Administration of Higher Territorial Units.

The National Plan of Regional Development of the Slovak Republic as a mid-term
planning document is a ,living*“ document that will be regularly reviewed and updated in
connection with the progress of some reforms and the development of the economic and
social situation in the Slovak Republic.




I BASIC MACROECONOMIC CONDITIONS

1 International economic context

In 1999 the renewal of the world economy proceeded faster than initially expected.
Against expectations, global growth of the world economy as well as growth of world trade
were higher. This was a result of the acceleration of economic growth both in developed and
transforming and developing countries. This development was observed under conditions of
increasing oil prices and decreasing prices of most other commodities, and a decrease in the
increase of consumption prices.

After several turbulent years, in 1999 the world economy reached a state of global
macroeconomic stability. This state can be considered as the result of general acceptance of the
strategies of sustainable economic growth and application of adequate economic and political
instruments. However, within this global stﬂbility, significant polarisation trends determined
especially by the relation of the United States™and the rest of the world were preserved.

In 199% economic performance of EU reached 98.8% of economic performance for
the whole OECD™ In 1999 economic growth of EU reached 85% of the level of growth of GDP
at the level of the whole OECD. In 1999 the growth of GDP for the Euro-zone reached 2.4%
(against 2.8% in 1998). The development of the exchange rate of the Euro, which was almost
continuously softening against the dollar during the year, had a positive influence on
overcoming the cyclical fall and revival of demand and economic activity. Nevertheless the
devaluation of the Euro did not threaten price stability. Consumer prices measured by a
harmonised index of consumer prices increased, like in 1998, by 1.1%. The average rate of
unemployment decreased to 10.1% from the value of 10.9% recorded in 1998. The balance-of-
payments current account reached an excess at the level of 0.6% of GDP. However,
performance of foreign trade showed a year-on-year decrease of approximately one third due to
a steep rise in import prices (particularly of oil and under influence of the decrease of the
exchange rate of the Euro), as well as under influence of decrease in exports, mainly during the
first six months of the year, marked by after-effects of the decrease in foreign demand from the
year 1998.

Economic growth of transforming countries reached 2.4% in 1999 (-0.2% in 1998).
This growth was particularly supported by good economic results of Russia that after the
recession in 1998 observed a growth within a range of 3%. Outcomes of the associated countries
of the Central and Eastern Europe were a little worse than in 1998. The after-effects of
turbulence on financial markets from the previous year, together with the Russian crisis and the
conflict in Kosovo, had a negative impact on the economic development in the first six months
of the year 1999. Development started to improve from the second half-year in connection with
an acceleration of growth in EU countries.

Within the group of CEFTA countries, dynamics of growth generally slowed down in 1999.
This slowdown was mostly tied to a decrease of inflation, foreign indebtedness and the rate of

unemployment.
Table 1 Development of basic macroeconomic indicators of CEFTA countries
Slovakia CR Hungary Poland Slovenia | Romania
GDP —year-on-year variance 1996 6.6 3.9 1.3 6.1 3.3 3.9
in constant prices (%) 1997 6.5 -1.0 4.6 6.9 4.6 -6.1
1998 4.4 -2.2 5.1 4.8 3.9 -5.4
1999 1.9 -0.2 4.5 4.1 3.7 -3.2

' As of a motor and stabilizer of world economy.
? Economic performance measured by per capita GDP in purchasing power parity (PPP)




Slovakia CR Hungary Poland Slovenia | Romania

Rate of inflation (%) —index | 1996 5.8 8.8 23.6 19.9 9.9 38.7
of consumer prices, identical 1997 6.1 8.5 18.3 14.9 8.4 154.8
period of the previous year = 1998 6.7 10.7 14.3 11.8 7.9 59.1
100 1999 10.6 2.1 10.0 7.3 6.2 45.8
Rate of registered 1996 12.8 3.5 10.7 13.6 14.4 6.3
unemployment as of 31 1997 12.5 5.2 10.1 10.5 14.8 8.8
December (%) 1998 15.6 7.5 9.1 10.3 14.6 10.4

1999 19.2 9.4 9.5 12.5 13.0 11.1
Balance of current account 1996 -11.0 -7.6 -3.7 -0.4 -1.3 -7.3
/ GDP (%) 1997 -6.9 -6.2 -2.1 -3.2 0.2 -6.1

1998 -10.3 -1.9 -4.8 -4.2 -0.0 -7.2

1999 -5.8 -2.0 -4.5 -7.6 -2.9 -3.8

Source: National statistics.

As the above table shows, Slovakia maintained economic growth within the group of
CEFTA countries in 1999 (unlike the Czech Republic and Romania) and decreased the deficit
of foreign trade (unlike the Czech Republic and Poland) but also observed a steep increase of
inflation and its rate of unemployment.

The issue determining the said development within CEFTA was economic
performance and progress reached in adaptation of the individual member countries to market
conditions. Basic characteristics of this economic performance are represented by the chart in
Picture No.1. It s}ﬁ)ws per capita GDP produced in the different CEFTA countries in relation

to the EU average.

Picture No.1

Per capita GDP in CEFTA countries in relation to EU average
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? Values represented in the chart are a result of the first part of a EU pilot project focused on the compilation of
regional accounts based on principles of the European System of Accounts (ESA 95) in the countries of Central

Europe kept by EUROSTAT.




From the above chart it follows that in 1996 the economic performance of Slovakia
reached 45% of the economic performance of EU measured by per capita GDP expressed in
PPS * This value moves approximately at the level of Hungary (47%) and is below the level
of economic performance of Slovenia (67%) and the Czech Republic (65%). While
particularly in the case of Slovenia and Hungary the stated economic performance was tied
up with an advanced stage of structural reforms connected with a signiﬁcglnt degree of
completion of microeconomic adaptation, in the case of the Slovak Republic™ the recorded
economic performance was a result of the utilisation of existing, inadequately restructured
economic potential connected with a low degree of adaptation of the business sector to
market conditions.

The observed development confirms that those CEFTA countries that are marked by
an inadequate level of implementation of structural changes recorded a decline in key
industries of material production connected with a growth of unemployment also in cases of
renewal of foreign demand. This is a primary sign that the existing production capacities are
unable to react to increasing foreign demand due to low competitiveness, and during
stagnation of domestic demand their production falls. This development is connected with a
higher dynamics of extinction of jobs rather than with an increase of new job opportunities.
In this period, the described situation within CEFTA is, in addition to Slovakia, more or less
typical for the Czech Republic and Romania.

This situation is a consequence of the level and structure of production potential with
which Slovakia entered the transformation process, as well as the existing development of the
Slovak Republic itself.

The year 1993 (the first year of the autonomous Slovak Republic) was the year of
,setting® parameters for the economy of a newly-established autonomous state and a year of
continuing economic decline from the period of the former Czechoslovak Federative
Republic. The year 1994 was the first year of economic growth. This growth was fully
conditioned by external demand. In 1995 economic growth continued. Domestic demand
became the chief determinant of growth. The important influence of external demand,
however, was conserved.

As today approximately 60% of Slovak exports are directed to the European Union,
from the aspect of dynamics of foreign demand EU has a key position. This means that the
higher the dynamics of economic growth in EU, the higher foreign demand for Slovak
production and vice versa.

* PPS (Purchasing Power Standard) provides an identical expression of Purchasing Power Parities (PPP), i. e.
purchasing power parity of national currencies. Conversions of PPP use primary resources of prices covering the
price basket of goods and services that is comparable and representative for countries involved in the
comparison. PPS so reduces the effect of different price levels of the individual countries.

> and also in the Czech Republic




Characteristics of the development of created GDP in the Slovak economy in
connection with economic growth recorded in EU in the period of years 1996 to 1999 is
represented by the chart in Picture No.2.

Picture No.2 Year-on-year growth of GDP in EU and Slovak Republic

%
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In 1996 the large difference recorded between dynamics of growth in EU and SR was
especially the result of the fact that the growth of GDP in Slovak economy was conditioned
by a high increase in domestic (16.1%) and a low increase in foreign demand (0.7%). This
anatomy of economic growth was a significant generator of problems in the development of
the Slovak economy in the following years. Investment demand increased, and the influence
of external demand decreased. In this year the economy was able to achieve economic growth
only at the cost of a steep increase in imports of goods and services. This was caused by
increasing GDP demands on intermediary consumption as well as the financial situation of
enterprises and households, enabling higher imports than in the preceding year. On the other
hand, in the area of exports a development connected with the practical exhaustion of
existing, and slow creation of new, export capacities started to show up. This has led to a
decrease of the effectiveness of the function of real economic processes resulting from
inadequate microeconomic adaptation and small extent of proeffective structural changes.

The increase in dynamics of economic growth in EU in the year 1997 also affected the
increase in external demand in the Slovak economy. The same dynamic of GDP as in the
previous year was backed by an increase in foreign demand of 17.6% and an increase in
domestic demand of 4.3%. However, on account of growing import demands induced by the
high economic growth, the high deficit of foreign-trade relations remained™ in fact
unchanged. Under conditions of conservation of the stability of the macroeconomic
environment, the deficit of public finance deepened, and unsolved problems of business
sector became even more complicated.

% In spite of a decrease of the share of domestic demand in aggregate demand
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The steady increase of the dynamics of economic growth in EU in 1998 on the part of
Slovakia ran up against the exhaustion of exportable production capacities. On one hand a
more than four per cent economic growth, under six per cent inflation and a stable rate of the
national currency were reached, on the other hand internal and external imbalance increased
and problems of microeconomics became ever more complicated and deeper. This was
caused by non-achievement of progress in the solution of problems of microeconomic
adaptation and low effectiveness of redistribution processes in the area of public finance. The
potential of foreign demand increased but due to insufﬁlﬁient restructuring of the existing, and
low dynamics of creation of new, production capacities it could be only partially satisfied by
Slovak production. Under conditions of a decreasing dynamics of exports and an increasing
dynamics of domestic demand and imports, dynamics of growth of GDP decreased against
the previous year and the deficit of foreign-trade relations reached its historical maximum.
The deficit of balance of payments reached 11%, which meant a serious threat to the total
stability of further economic development. In spite of the decrease, achieved economic
growth still exceeded the average level of growth in EU by almost 50%. However this growth
was very fragile and was weakened, in addition to a deep external imbalance, by a persistent
internal imbalance and the chronic problems of business and banking sectors.

In 1999 the initial situation of the development of Slovak economy was marked by
economic imbalance, insufficient microeconomic adaptation and a slow-down of economic
growth. This was caused by the joint action of economic growth of the previous year, the
structure of the economy and the system of public finance with which Slovakia entered the
transformation process and also because it could not adequately reform due to the short time.
A logic consequence of this development was a continued decline of dynamics of economic
growth and a decrease of the stability of the macroeconomic environment. While in 1999
dynamics of economic growth in EU decreased by 7.4% in comparison with the previous
year, in the case of the Slovak Republic it was 46.3%. This decrease of economic growth was
connected with a growth in foreign demand of 3.6%, with a decrease in domestic demand of
4.8% and a decrease in import dem@nds of nearly 8%. The result was a substantial
improvement of the external imbalance™and a non-deteriorating situation in the area of the
internal imbalance. This was a consequence of unsolved tension between the unbalanced
economy and its growth, and insufficient microeconomic adaptation. The main result of the
economic policy gaining a stabilising character was a decrease of foreign-trade and fiscal
deficits and the launch of financial restructuring of banks and enterprises. The stated decrease

of external and_internal imbalance was however feached at the cost of a steep rise in

consumer prices> and an increase in unemployment”

The development recorded in the past years in the Slovak economy suggests a close

relation between dynamics of economic growth and the structure of aggregatd'  Hdemand-on
one hand, and the deficit of foreign trade on the other. The high economic growth and the
high share of domestic demand in total demand had a decisive influence on the growth of the
deficit of foreign trade. This was shown in a most striking way in 1996 when domestic
demand participated by 65.1 per cent in the generation of a 6.6% growth of GDP, while
foreign demand participated only by 34.9 per cent. The economy was able to reach such

7 Resulting from general undercapitalisation of economy and low inflows of foreign capital.

¥ A decrease of the deficit of foreign trade by almost 45%.

? Great part of the increase in prices in 1999 was caused by administrative interventions in the area of regulated
prices, indirect taxes and reintroduction of a surcharge on imports.

"% Provoked particularly by a decrease of dynamics of economic growth and insufficient capacity of the
economy to generate effective employment

' Resulting from domestic and foreign demand.
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generated economic growth only at the cost of a steep increase of the deficit of foreign trade.
The decline in dynamics of economic growth and the decrease of the share of domestic
demand in aggregate demand provoked only a moderate decrease of the deficit of foreign
trade in 1997. Although in 1998 dynamics of economic growth decreased by more than 30%
and the decrease of the share of domestic demand in aggregate demand continued, the deficit
of foreign trade increased. Only another drastic decrease of dynamics of economic growth in
1999, accompanied by administrative measures limiting imports, brought about a radical
decrease in the deficit of foreign trade.

Overall, we can state that in 1999 basic macroeconomic prerequisites for healthy
(adequate and balanced) economic growth were created. The achievement of this growth is:
- on one hand supported by the achieved degree of economic balance and a perspective
dynamics of continuity of foreign demand determined by the planned development of world
economy and EU economy, and
- on the other hand rendered difficult by high unemployment, deficit of public financing and
the structural problems of the business sector.
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2 Analysis of present economic situation

2.1 Macroeconomics

The slowed down growth of the economy and the decrease in domestic demand also
caused a decrease in demand for imported goods and services. Under conditions of steady
growth in foreign demand, a significant progress in decreasing the external imbalance was
achieved in 1999.

As the table below documents, the stated development was connected with a reduction
in state and household consumption and significantly affected by a decrease of the dynamics
of formation of gross fixed capital.

Table 2 Output and consumption, rates of growth in %

1995 1996 1997 1998 1999
Real GDP 6.7 6.2 6.2 4.1 1.9
Domestic demand 10.6 16.1 43 9.5 -4.8
Foreign demand 3.0 0.7 17.6 12.2 3.6
Final consumption of households 3.0 8.2 5.6 53 0.1
Final consumption of state admin. 2.1 21.0 4.0 4.0 -6.9
Formation of gross fixed capital 53 32.0 12.0 11.1 -18.8
Imports of goods and services 3.0 0.7 17.6 12.2 3.6
Industrial production 8.3 2.5 2.7 34 4.2
Per capita GDP in USS$ (current prices) 3240 3495 3613 3818 3573

Note: Indicators are compiled in ESA 95. Source: Statistical Office of the Slovak Republic.

The decrease of the deficit of foreign-trade relations of Slovakia ranks among the most
important outcomes of the present economic policy of the government. The decreasing but
persisting passive balance of foreign trade is a given particularly of the low level of progress
in the area of microeconomic adaptation in most production capacities of Slovakia. The
recorded improvement of foreign trade parameters applies especially to a small group of large
enterprises constituting most of Slovakia's exports whose performance is mainly connected
with the operation of foreign capital.

Table No. 3 Foreign trade and balance-of-payments current account

1995 1996 1997 1998 1999
Exports 255.1 270.6 324 377.8 423.7
Imports 260.8 340.9 394 460.7 468.9
Balance -5.7 -70.3 -70 -82.9 -45.2
Share of C/A in GDP 2.3 -10.6 -9.6 -10.0 -5.4

Note: Foreign trade indicators are expressed in current prices FCO, OP. For the share of current account in GDP
was used GDP in current prices by ESA 95 methodology. Source: Statistical Office of the Slovak Republic.

The partial dynamisation of direct foreign investments since 1998 is a result of the
improvement of global conditions for their inflows, given by a better coordination between
instruments of economic policy and legislation, as well as by the overall stabilisation of the
political and economic development of Slovakia. However, in spite of these positive trends,
from the aspect of inflows of foreign capital the position of Slovakia, compared with other
transforming countries, is among the least favourable.
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Table No.4 Inflows of equity capital (property capital + reinvested profit) in the Slovak Republic, net
change in mil. SKK

1994 1995 1996 1997 1998 1999
Total inflows of equity capital | 8 44 6 824 10 352 6 357 15905 12 483
of which: in business sector 8177 6 143 7 949 6 123 14 571 12 523
in banking sector 567 681 2403 234 1334 -40

Source: The Ministry of Economy of the Slovak Republic

The management of state administration is marked by continuous deficits. In the last
years the deficit in central and communities administration management has been
compounded by deficits in management of social security funds. The most serious
consequences of such development include particularly:

» recurrent failures in economic balance and in the function of financial market caused

by problems of financing the deficits in the management of public administration and

insufficient performance of economy;

« decreasing level of qualitative parameters of economic development]*teatsedby—=
deterioration of the social infrastructure induced by an imbalance between the needs
and possibilities of the functioning of social security funds.

Table No.5 The share of consolidated revenues and expenses of management of public administration in
GDP (in %)

1995 1996 1997 1998 1999
Revenues 44.5 44.0 40.4 37.4 39.2
Expenses 42.7 45.5 44.7 42.0 42.8
Balance 1.8 -1.5 -4.4 -4.6 -3.6

Note: GDP in current prices expressed in the methodology of ESA 95 was used for the calculation. Source: The
Ministry of Finance of the Slovak Republic, the Statistical Office of the Slovak Republic.

Price development in the Slovak economy, as compared with the other transforming
countries, can be characterised as favourable over a long-term perspective. The steep increase
in consumer prices in 1999 is given particularly by interventions in the area of regulated
prices, indirect taxes and reintroduction of a surcharge on imports, related to the stabilising
measures of Slovak Government economic policy. This increase was accompanied by a
decrease in interest rates, the reason for which was especially a decrease of tension on the
financial market (deficit of state budget, caution of banks in granting credits, low liquidity of
banking and business sectors). The devaluation of the Slovak crown in 1999, in comparison
with the previous period, was particularly a result of the change to a floating rate in the
second half of the year 1998.

Table No.6 Prices, exchange rate and interest rate

1995 1996 1997 1998 1999
Rate of inflation in % 7.2 5.8 6.1 6.7 10.6
Average annual nominal 29.735 30.647 33.616 35.242 42.266
exchange rate SKK/USD
Average interest rate of credits, 13.3 11.9 12.5 13.5 11.1
total

Source: The Statistical Office of the Slovak Republic, The National Bank of Slovakia

12 For ex. quality of labour force, business environment, unfavourable demographic development etc.
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Table No.7 Primary indicators of labour market

1995 1996 1997 1998 1999
Employees in thousand persons 2019.8 2036.4 2040.9 2032.1 1988.2
Rate of unemployment in % 13.8 12.6 12.9 13.8 17.48
Average monthly nominal 7195 8154 9226 10003 10728
wages in SKK
Dynamics of labour productivity 4.5 53 6.0 4.5 4.2
in %
Dynamics of real wages in % 4.0 7.1 6.6 2.7 -3.1

Note: Employees - average number of natural persons (in thousand persons). Rate of unemployment - average
annual recorded rate of unemployment (calculated from the documented number of unemployed and registered
unemployed persons in %). Source: Statistical Office of the Slovak Republic.

A main problem of the development in the area of unemployment is the strong
imbalance between labour demand and offer, which is determined particularly by a high
share of the grey economy in employment, a high rate of rigidity and the low rate of
adaptability of indicators of the labour force under conditions of long-lasting business sector
problems. The development in the area of labour force efficiency, given by the difference of
dynamics of labour productivity and real wages, recorded in 1999 significant progress as
compared with the previous period, the effect of which is however much reduced by the
higher rate of inflation.

The main problems of the Slovak economy, the successful solution of which represents
a prerequisite for sustainable long-term growth under conditions of socio-economic optimum,
are problems connected with:

microeconomic adaptation
* and human resources development.

Without a sufficiently conceptual, flexible and efficient solution of these two areas, no

significant progress in any area of the social and economic development of Slovakia can be
achieved.

2.2 Microeconomics

Strengths

- The successively improving feedback between economic practice and formation of
economic legislation;

- The reduction of the tax load on legal persons, gradual standardisation on financial
market and improvement of parameters of banking sector;

- The improvement of conditions for the flow of foreign capital into the Slovak Republic;

- The progress in restructuring and increase of competitiveness of exports in the machine-
tool, electrotechnical and electronic industries;

- The enhancement of export performance with a growing share of EU markets in the
foreign-trade turnover of the Slovak Republic;

- The amended legislation accelerating and improving the quality of bankruptcy
proceedings;
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- The adoption of the Act on Public Procurement that enables application, in relation to
regions lagging behind in development, of a clause on regulation and support of
businessmaking activities in precisely these underdeveloped areas,

- The rising trend of globalisation on the part of foreign trade chains, developing pressure
on competitiveness enhancement of domestic entities.

Weaknesses
- The persistent deformation of the structure of industrial production and persistent
excessive non-effective production capacities decreasing effectiveness and performance
of the business sector;
- The low volume of direct foreign investments,
- Insufficient functioning of the complex allocations system (capital market, collective
investments, bank entities),
- The poor discipline in payments relations,
- Non-transparent and only partially functional property relations, represented particularly
by the existing process of privatisation,
- The high financial load of business entities,
- Undercapitalisation, low profitability and indebtedness of enterprises - slow progress of
structural changes,
- The lower level of quality of the production and management process in industry than
that required by investors, and insufficient level of business ethics,
- The deteriorating income situation of the population,
- Marked lessening of producers focusing mainly on the domestic market,
- The insufficient development of available and adequately secure information technologies
for SME;
- The growth of export performance is connected with continued concentration of export
performance to a small group of strong exporters;
- The increase of exports of goods of industrial production, the competitiveness of which is
based mainly on lower price;
- Large disparities among regions in basic socio-economical parameters,
- Large regional disparities from the view offinflows of equity capital (property capitat +
reinvested profit), inflows of equity capital'’
- Absence of complex conception and know-how in the area of services, and their high rate
of disintegration,
- Absence of final solution of the question of under-threshold procurement within the new
Act on Public Procurement,
- The low availability of soft credits and long-term credit resources,
- Inadequately built-up technical infrastructure,
- Unsettled property relations to land,
- Ineffective utilisation of natural resources with stress laid upon unrenewable resources.

Opportunities

Basic opportunities include particularly:

- More effective support of small business, with stress laid upon financial service and
suitable information technologies;

- Suitable system of support for the creation of new effective jobs,

13 Equity capital: 1993-1999 SR, total — 100%, of which BA — 62.8, TT — 14.4%, TN — 14.6%, NR — 2.8%, ZA
- 3.3%, BB — 2.9%, PR — 0.8%, KE — 4.2%; outflow of equity capital: BA — 138.4%, TT — 3.5%, TN —
42.3%, NR — 0.3%, ZA — 4.7%, BB — 2.6%, PR — 47.0%, KE — 138.7%.
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Development of industrial zones by means of domestic and foreign capital;

Entry of new investors into existing production structures, participation of regional
authorities in restructuring of existing production capacities,

Routing of equity foreign investments to regions with low rate of industrialisation and
high rate of non-utilisation of existing production capacities,

Utilisation of potential for foreign investor - Slovak subcontractor links,

Involvement of a wider spectrum of local enterprises in production and export activities,
Primary and induced development of business entities, strengthening of subcontracting
links,

Utilisation of potential of mutual cooperation between Slovak industry and large foreign
enterprises,

Development of capital market and development of allocation mechanisms connected
with the development of e-business,

Junction of tourist capacities of the Slovak Republic to hotel networks and reservation
systems,

Utilisation of positional potential of the Slovak Republic, particularly of regions
neighbouring EU countries,

Conjunction of regional development planning and territorial planning,

Utilisation of local potential of regions with linkage to cultural and natural heritage as
important, so-called "soft" localisation factors.

Threats:
Basic threats to further development include particularly:

2.3

Insufficient speed of structural changes,

Failure in the area of successive suppression of influence of group interests in society,
Lack of resources for the implementation of development projects in the business sector,
Growth of development of structurally problematic commodities in industrial production,
particularly in the area of machine-tool, chemical and metallurgical industries,

Decrease of performance of trade networks of Slovak origin due to high market openness
and low competitiveness against foreign trade chains;

National economic and environmental losses in case of incorrect choice of areas for
establishment of industrial parks or zones;

Departure of young educated people for work abroad (brain-drain problem);

Domination of economy by locally unbound capital,

Criminalization of society.

Human resources

Strengths

Sectoral changes in employment reflecting tendencies typical for developed EU
countries: gradual decrease of the share of industries and agriculture and a gradual
increase of the share of services in total employment;

High rate of economic activity of population (both men and women),

Growth of employment in the private sector and the sector of services,

Relatively high share of labour force with completed secondary education,

Existence of the National Labour Office as chief representative of public services of
employment and organiser of re-training courses for registered unemployed,

Complex geographical coverage of Slovakia by public employment services,

Sufficient number of public and private re-training facilities.
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Weaknesses

Incapacity of economy to create a sufficient number of effective jobs, accentuated by
significant regional disparities,

Large number of unemployed for one vacancy and its significant regional disparities,
Educational structure of labour force in the Slovak Republic shows an uneven distribution
of individual levels of education: dominant representation within the structure of
education of workers of the group of apprentices (34.8%) and the group with completed
secondary professional education (31.2%). The share of polar educational levels of
education - elementary and university - represented at 7.2% and 10.8%, respectively;
Lack of suitable jobs for registered unemployed persons with low level of education and
without education,

Low level of the utilisation of re-training as decisive instrument of labour reintegration,
its insufficient focus and effectiveness;

Low share of expenditure on active labour market policy in total expenditure devoted to
labour market policy (in 1999 only amounted to 474 mil. SKK, which represented 6.1%
of total volume of financial resources devoted to the labour market policy),

High number of workers with lower secondary education (apprentices),

Unsatisfactory share of labour force with university education,

Low level of qualification mobility of labour force,

Low level of territorial mobility of labour force,

Low share of part-time workers,

Low level of the utilisation of atypical flexible forms of employment,

Low cooperation of educational system and state administration in the section of
education, public services of employment and employer's sector with the goal of adapting
content and extent of education to job requirements.

Opportunities

An increased share of active labour market policy in the improvement of employability of
registered unemployed persons;

Programmes of active labour market policy focused on the creation of jobs, support of
maintenance and operation of jobs, support of employment of special groups of citizens,
re-training, support of employment of citizens with altered working ability and long-term
disabled, to mitigate fluctuations in demand and offer in labour market;

Active utilisation of bilateral intergovernmental treaties on mutual employment of
citizens between the Slovak Republic and the Federal Republic of Germany, Hungary,
Poland, Russian Federation, Ukraine and the Czech Republic. The most important subject
of the migration of labour is the Czech Republic;

Cooperation and coordination of all relevant partners in the area of human resources
development;

Constitution of system of financing of further education;

More intensive cooperation of the system of education, state administration in the section
of education, public services of employment and employer’s sector to adapt the content
and the extent of education to job requirements;

Extension of the modular system of further education,

Strengthening of the position and the function of re-training in mitigating and eliminating
the disparity between demand and offer in labour market,

Integration of unemployed persons in the forms of further education,

Enhancement of responsibility of employers for the growth of expertise, qualification of
labour force and its adaptability to technical and technological changes,
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Participation in EU programmes focused on the prevention and elimination of
unemployment, creation of job opportunities and adaptation of qualification structure of
registered unemployed persons to qualification requirements of jobs;

Threats

2.4

Growing unemployment and deepening internal problems of labour market,

Deepening regional differences and higher occurrence of unemployment in previously
problem-free regions,

Further growth of marginalisation, forcing of growing number of discriminated groups
out of labour market, deepening social exclusion;

Deepening social imbalance,

Deepening structural differences between labour demand and offer in regions. Under
conditions of the application of planned rules of market economy in the sector of
transport that will be accompanied by further growth of individual transport costs and
malfunction of housing market, no significant positive turnover in the territorial mobility
of labour force can be expected.

Environment

Conservation of nature and countryside

Strengths

Regulated and guided development of tourism in preserved areas,

Existing system of ecological stability of the Slovak Republic creating a basis for
ensurance of ecological stability, biodiversity, country diversity and genofund of the
Slovak Republic.

Weaknesses

Lacking economic and legislative instruments for ensurance of territorial and species
protection;

Institutional non-completion of state conservation of nature and countryside, particularly
administration of national parks and administration of protected country areas, Inspection
of conservation of nature;

Inadequate cooperation between authorities for conservation of nature and repressive
authorities (police, customs authorities...);

Non-completion of conservation facilities in protected areas, with exception of national
natural monuments — caves,

Insufficient level of environmental awareness on the part of production entities in relation
to conservation of nature and countryside.

Opportunities

To complete administrations of protected areas (particularly national parks),

To update regional USES and elaborate local USES,

To develop Programmes for rescue of threatened specifically protected parts of nature,
To build detention facilities for threatened animal species,

To connect scientific programmes with practical care of nature and countryside,

To comply with EU legislation (Natura 2000),
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To participate in the Support Funds of EC (LIFE III).

Threats

Reduction of biodiversity,

Extinction of several threatened vegetable and animal species,

Inadequate assurance of fulfillment of commitments arising under the implementation of
EU legislation and the provisions of the individual international conventions: Convention
on Biological Diversity, Convention on the Protection of European Wild Organisms and
Natural Posts; Convention on Wet Grounds Having International Importance, especially
Biotopes of Water Birds, Convention on International Trade of Threatened Species of
Wild Animals and Plants, Convention on the Protection of Migratory Species of Wild
Animals, Convention on the Protection of Bats in Europe, Convention on the Protection
of Afro-Euro-Asian Species of Migratory Water Birds.

Protection and rational utilisation of waters

Strengths

Existence of planning in the protection and rational utilisation of waters (classified) by
river basins — hydro-ecological plans of basins;

Application of the principle ,,Polluter pays* — imposition of fines for discharge of waste
waters and water supplies;

Application of emission-imission principle to the authorisation of discharge of waste
waters into containers;

Solution of the deficit of drinking water in respective regions of the Slovak Republic,
Monitoring of quality and quantity of surface and ground waters;

Qualitative and quantitative balance of surface and ground waters;

Non-completed network of water and sewerage piping, especially in rural dwellings,
lacking sewerage treatment plants, with a negative impact on the quality of surface and
ground water sources.

Weaknesses

Partially completed information system and insufficient technical equipment of water
monitoring and evaluation systems;

Inadequate technical equipment and capacity assurance of water inspection of the Slovak
Environmental Inspection (SIZP);

Permanent difference between provision of connection of population to public water
mains and low connection to waste water removal;

Insufficient technical assurance of the operation of sewerage treatment plants, absence of
third level of sewerage treatment;

Insufficiently executed preventive measures of water quality and quantity protection (e. g.
soil erosion, introduction of ,,clean productions®);

Absence of the solution of negative impacts of ,,0ld“ environmental loads on water
sources;

Inadequate personnel and technical assurance of state administration in the area of waters.

Opportunities
To increase employment in:

building sewage systems,
solving problems related to the redress of urgent situation in supplies of population with
drinking water in those localities where they do not comply with the standard.
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Threats

The actual situation threats:

- quality of drinking water, especially in river deposits,

- health condition of population in the areas where water quality is not satisfactory,

- implementation of programmes will be threatened if a real financial mechanism for
elimination of weaknesses is not constituted.

Protection of the air and ozone layer of the Earth

Strengths
- The positive development of emissions, concentrations and deposits of pollutants in the
Slovak Republic.

Weaknesses

- Exceeding of emission limits on some existing sources of air pollution;

- The obsolete air quality monitoring system and lack of financial resources for its
reconstruction and operation;

- Lack of financial resources for purposeful monitoring of toxic and carcinogenic
substances and for technical solution of reduction of emissions or modernisation of
production.

Opportunities
- A successive improvement of air quality and reduction of exceeding critical loads;
- Reduction of intensity and frequency of smog situations.

Threats

- Stagnation of air pollution with negative impact on the environment and health of
population,

- Potential negative impact on health of population in smog situations, nonfulfillment of
NPAA and international commitments.

Waste management

Strengths

- The entry of commercial business entities in waste management of the Slovak Republic;

- Functional regional waste information system RISO;

- The observed progress in the area of reduction of waste formation by construction of
dumps of regional nature, extension of separated municipal waste collection, construction
of facilities for treatment of some utilisable wastes and elimination of illegal municipal
waste deposits;

- The possibility of the utilisation of dual waste properties — to eliminate their dangerous
properties and use wastes as potential secondary raw materials and energy potential.

Weaknesses

- Lacking capacities for waste collection and transport;

- Lack of equipment for waste evaluation and disposal,;

- Closure of 159 dumps;

- Most of 92 incinerators do not meet emission limits;

- Absence of incinerator for disposal of dangerous waste meeting EU criteria;
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Lack of required financial resources for waste collection and transport.

Opportunities

The possibility of material or energy utilisation of wastes by observing dual waste
properties;

Reform of public administration;

Preparation and implementation of new legislation in area of waste management;
Enhancement of the share of secondary waste treatment and reduction of the existing
dominant piling in waste disposal in the Slovak Republic.

Threats

On 31 July 2000 the transition period given by the Waste Act terminated, during which it
was possible to operate dumps not fully meeting regulations under so-called special
conditions laid down by competent authority of state administration. After their closure,
in some cases transport distances will increase, which will be reflected in price of waste
discharge and disposal;

Lack of financial resources for reconstruction of dumps;

Delay in implementation of reform of public administration.

Environmental education

Strengths

Enhancement of general education of population in compliance with rules of sustainable
development;

Provision of environmental education at schools and partially out-of-school
environmental education through the Slovak Agency of Environment (SAZP), museums
and educational institutions;

Enhancement of professional competence, environmental awareness and responsibility in
behaviour of Slovak population, change in the hierarchy of values in compliance with
principles of sustainable development;

By improvement of the quality of environmental education, to strengthen general
education as it constitutes one pillar of the implementation of sustainable development.

Weaknesses

Low level of environmental education at schools of lower degrees,

Persistence of content focus of environmental education at the level of conservation of
nature and countryside;

Non-completion of network of professional environmental education centres in regions
and environmental conservation centres in national parks and some other preserved areas;

Non-readiness and low motivation of pedagogues in the educational sector as regards
content and methodological assurance of education to sustainable life and development
(insisting on conservation aspects only);

Non-involvement of media in environmental education of population and enhancement of
its environmental awareness;

Materials of the educational sector ,,Environmental minimum® or ,,Ecological minimum*
have to be revised because they do not cover the issues of sustainable development from
content and methodological aspects;

Failed efforts to guide content of education in all (not only natural scientific)
specializations at Universities;
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Existence of formal obstacles (closed credit system at individual faculties) to the
extension of cross-sectional character of studies at universities, the elimination of which
would allow students to react more flexibly in the preparation for needs of practice and
labour market.

Opportunities

Development of local/regional conceptions of environmental education;
Updating of contents and methods of environmental education;

Establishment of environmental education centres;

Establishment of Information centres of conservation of nature and countryside.

Threats

Slowdown of adoption of principles of sustainable development and subsequent
slowdown of development of society at all its levels;

Continuation of devastation of living and country environments with subsequent
deterioration of quality of life of the population.
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3 Economic prognosis

3.1 Initial assumptions

The prognosis is based on knowledge of the existing development of the Slovak
economy. Further to the Mid-term Conception of Economic and Social Development of the
Slovak Republic, the prognosis is based on the assumption of a steady growth in foreign
demand for Slovak products in accordance with the last years of economic policy, whose
primary instruments in efforts to achieve correct dynamics of economic growth and adequate
level of economic balance include:

* budget policy marked by descending tendency of the share of revenue and expenditure
parts of state budget in GDP and efforts to reduce its deficit;

* monetary policy constituting such framework for financial service of real economy that
supports internal and external stability of economic environment and effectiveness in
behaviour of economic entities;

» structural policy supporting the growth of export performance and implementation of
proeffective structural changes, and

e gradually developing functional regional policy promoting economic and social
development at the regional level.

From the aspect of industrial structure of the formation of gross domestic product, the
prognosis is based on principles resulting from the adaptation of the Industrial Policy of EU
to conditions of the Slovak Republic.

Considering the wider variety of possibilities of economic development, the prognosis
was elaborated using two scenarios. These are presented as low and high scenarios. The low
scenario corresponds to the development characterised by prevailing inertia of previous years
with below-average outcomes of economic policy in introducing measures for revival of
economy and solution of its persistent problems. The high scenario represents optimistic
developments tied up with development potential of the economy supported by above-
average outcomes of the Government in introducing measures for revival of the economy and
solution of its problems, with special regard to the growth of export performance.

3.2 Gross domestic product and price development

The decrease of the share of domestic demand and the increase of the share of foreign
demand in aggregate demand in the year 2000 is particularly connected with lower dynamics
of growth in income-generating domestic demand and the steady decrease of import
demands.

Further to the existing development and due to the need for continuous enhancement
of competitiveness of the economy there is a reasonable assumption that within the structure
of aggregate demand the decrease of the share of domestic demand and the increase of the
share of foreign demand in aggregate demand will continue. While the share of domestic
demand (foreign demand) in aggregate demand was 60.1% (39.9%) in 1999, it can be
reasonably supposed that in 2006 this value will fluctuate around 57% (43%). The nature of
this development in connection with previous years is represented by the chart in Picture No.
3.

The development in the area of aggregate demand will be tied up with such dynamics
of economic growth which, under conditions of non-deepening internal imbalance, ensures
development in the area of foreign trade while conserving the nature of relation between
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export performance and import demands reached in 2000. Transparent characteristics of this
development are provided by the chart in Picture No. 4.

Picture No.3 Structure of aggregate demand (constant prices)
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The chart in the Picture No.4 shows that in the examined period we can expect a
development wherein the growth in export performance will prevail over the growth in
import demands. While from 100 SKK of formed GDP products and services for 1999, 68.7
SKK were exported, it can be assumed that in the years 2000, 2004 and 2006 it will be 76.7,
86.9 and 88.0 SKK, respectively. While products and services for 72.4 SKK per 100 SKK of

GDP were imported in 1999, it can be expecteft that im the years 2000, 2004 and 2006 it witt

be for 75.2, 85.5 and 87.5 SKK, respectively|"*

The stated development in the area of aggregate demand, export performance and
import demands will be connected with such formation of macroeconomic environment
whose main trends at the level of real GDP are expressed by indicators contained in Table
No.12.

Table 12 Real GDP and its utilisation for consumption and investments in billion SKK, constant prices
average of year 1995=100

Year GDP Total final consumption Formation of gross fixed capital
1995 546.0 387.0 144.2
1996 579.9 431.7 190.3
1997 615.9 453.4 213.1
1998 641.1 477.4 236.8
1999 653.3 467.1 192.2
2000 667.0 449.3 193.2
2001 682.4 to 688.4 455.1 to 460.6 196.1 to 199.0
2002 699.4to 715.9 469.3 to 483.8 201.0 to 208.3
2003 718.3 to 746.7 483.8 to 507.0 207.6 to 218.7
2004 739.9 to 780.3 500.4 to 531.9 215.3 t0 231.8
2005 763.5 to 818.5 517.7 to 558.3 223.9 to 246.9
2006 790.3 to 860.3 536.5 to 587.6 233.3 to 263.7

Note: The indicators are compiled in ESA 95. 1995 to 1999 actual, 2000 estimate, 2001 to 2006 prognosis of
MCRD SR. Source: Data 1995 to 1999 of the Statistical Office of the Slovak Republic.

The development in the area of final consumption resulting from the above table will

be a result of the growth in rate of copsumption of households and the decrease in rate pf
consumption of state administration |’} Fhe-development—in—th t SS

fixed capital will be related to a decrease of rate of investments *\Ht-witl-be-aconsequenee-of—————

the same development of final consumption and formation of investment activities in the
economy, under conditions of solving problems of microeconomic adaptation and formation
of market mechanisms.

Main trends of formation of offer aspects of the expected development of the national
economy through formation of real GDP in primary industries of the economy are shown by
indicators included in Tables 13 and 14.

' All in constant prices of the year 1995
' The share of final consumption of households in GDP, all in constant prices
' The share of formation of gross fixed capital in GDP, all in constant prices
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Table 13 Formation of GDP in primary industries of national economy in billion SKK, constant prices
average of year 1995=100 - low scenario

1995 1996 1997 |1998 |1999 (2000 |2001 |2002 |2003 |2004 |2005 |2006
Agriculture 28.8 |27.9 294 29.3 31.9 33.7 34.8 359 36.9 38.0 39.0 40.1
Industry 1589 [170.8 [170.2 |171.9 |184.4 |180.7 |183.1 |187.3 |[192.3 |197.9 |203.6 |209.6
Construction | 38.1 |[37.6 37.7 35.5 24.7 18.3 16.5 16.6 17.0 17.4 17.9 18.3
Market 2143 [219.3 [240.5 |258.7 [265.2 [270.5 |276.7 |283.6 [291.9 |3009 |[311.4 |323.3
services
Non-market |63.4 75.5 88.1 84.7 84.1 85.1 86.4 87.8 89.3 91.0 92.9 95.2
services
Others 42..5 |48.8 50.0 61.0 63.0 78.8 84.9 88.2 90.9 94.7 98.7 103.8
SR, total 546.0 |579.9 |6159 |641.1 |653.3 |667.0 |682.4 |699.4 |718.3 |739.9 |763.5 |790.3

Note: Indicators are compiled in ESA 95. 1995 to 1999 actual, 2000 estimate, 2001 to 2006 prognosis of

MCRD SR. Source: The Statistical Office of the Slovak Republic.

Table 14 Formation of GDP in primary industries of national economy in billion SKK, constant prices
average of year 1995=100 - high scenario

1995 1996 [1997 |1998 |1999 (2000 |2001 |2002 |2003 |2004 |2005 |2006
Agriculture |28.2 27.9 294 29.3 31.9 34.0 354 36.9 38.3 39.7 40.9 42.1
Industry 1589 [170.8 [170.2 |171.9 |184.4 |185.3 |190.0 |196.6 |204.1 |212.2 |220.5 |229.1
Construction | 38.1 37.6 37.7 35.5 24.7 19.8 20.1 20.8 21.7 22.6 23.7 24.7
Market 2143 |[219.3 |240.5 |258.7 [265.2 |273.7 |283.8 (2952 |308.7 |324.5 |342.3 |362.9
services
Non-market |63.4 75.5 88.1 84.7 84.1 86.0 89.0 92.4 96.7 101.3 |106.5 |[112.7
services
Others 42.5 48.8 50.0 61.0 63.0 68.2 70.1 74.1 77.2 79.9 84.7 88.8
SR, total 546.0 |5799 |6159 |641.1 |653.3 |667.0 |688.4 |7159 |746.7 |780.3 |818.5 |860.3

Note: Indicators are compiled in ESA 95. 1995 to 1999 actual, 2000 estimate, 2001 to 2006 prognosis of

MCRD SR. Source: The Statistical Office of the Slovak Republic.

Summary information on formation of industrial structure of GDP formation is provided by

the chart in Picture No.5
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Picture No.5 Industrial structure of GDP formation (constant prices)
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In the years 1999 and 2000, the increase in consumer prices was accelerated by
regulated prices and under the influence of indirect taxes and slowed down by income
limitations of population. In connection with the expected development of the national
economy it can be reasonably assumed that in the period of years 2001 to 2006:

* the influence of regulated prices and indirect taxes on the growth in consumer prices will
gradually decrease, and

» the influence of the growth in income on the growth of consumer prices will be higher
than in the year 2000, which will reflect in dynamics of core inflation, especially by the
end of examined period.

This will lead to a development that, with gradual increase of market environment quality,
will finally reflect in a decrease of the growth in consumer prices. The nature of this
development, in relation to the previous years, is expressed by indicators included in the table

below.
Table 15 Price development

Year Rate of inflation in %
1995 7.2
1996 54
1997 6.4
1998 5.6
1999 14.2
2000 8.4
2001 7.0t0 8.2
2002 5.9t07.6
2003 5.5t07.4
2004 54t07.2
2005 521t07.0
2006 5.1t06.7

Note: Rate of inflation — annual rate of growth of general index of consumer prices of goods and services
(December against December of the previous year). 1995 to 1999 actual, 2000 estimate, 2001 to 2006 prognosis
of MCRD SR. Source: The Statistical Office of the Slovak Republic.
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The mentioned trends in the area of development of real product and prices are
primary determinants of income formation in the national economy. Summary characteristics
of this process are represented by the development at the level of nominal GDP.

The development in the area of nominal GDP and relation of its dynamics to economic
growth are expressed by indicators included in Tables No.16 and 17.

Table 16 Development of nominal GDP

Year GDP in billion SKK Per capita GDP in thousand SKK
1995 546.0 101.7
1996 606.1 112.7
1997 686.1 127.3
1998 750.8 139.2
1999 815.3 151.0
2000 888.7 164.5
2001 964.2 t0 970.4 178.3t0 179.5
2002 1046.2 to 1071.4 193.4to 198.0
2003 1136.1 to 1182.8 210.0 to 218.6
2004 1235.0 to 1307.0 228.2 to 241.5
2005 1338.7 to 1439.0 247.5 t0 266.0
2006 1449.8 to 1582.0 268.1 to 292.7

Note: The indicators are compiled in ESA 95. The calculation used data on population as of 31 December 1993
to 1999 actual, 2000 estimate, 2001 to 2006 prognosis of MCRD SR. Source: The Statistical Office of the

Slovak Republic.

Table 17 Average annual rate of growth of GDP

Year Real GDP Nominal GDP
1995 6.7 17.1
1996 6.2 11.0
1997 6.2 13.2
1998 4.1 9.4
1999 1.9 8.6
2000 2.1 9.0
2001 2.81t03.2 8.5t09.2
2002 2.5t04.0 8.5t010.4
2003 2.7t04.3 8.6t010.4
2004 3.0to4.5 8.7t010.5
2005 32t04.9 8.4 t0 10.1
2006 3.5t05.1 8.3t010.0

Note: The calculation based on indicators compiled in ESA 95. 1995 to 1999 actual, 2000 estimate, 2001 to
2006 prognosis of MVRR SR. Source: The Statistical Office of the Slovak Republic.

In connection with the mentioned development of economic performance, it can be
expected that in the examined period the economic performance of Slovakia in relation to EU
will increase too. This will be a result of joint operation of planned economic growth, price
developments and formation of the exchange rate of the national currency.

Summary characteristics of this development in relation to previous years is provided by the

chart on Picture No.6.
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Picture No.6 Economic performance of the Slovak Republic in relation to EU
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From the above picture it results that while the share of pdrcapita GDP Hormed-i
the Slovak Republic upon analogic indicator for EU reached 45%f ‘}in1996-and 48%in 1999
it can be reasonably assumed that in 2002 it will move within the range from 51 to 53 per
cent, in 2004 from 54 to 58 per cent and in 2006 from 60 to 65 per cent.

3.3 Foreign trade

The decrease of the deficit of foreign-trade relations is one of the most positive
development trends recorded in Slovak economy in the recent period. During the years 1999
and 2000, in addition to a seasonal character induced by specifics of foreign trade and
problems of the business sector, the development leading to achievement of this situation was
marked especially by the economic policy of the Government, mainly in the area of
restrictions on import.

The foreign trade deficiency that is mostly induced by the inherited ineffective
structure of production is gradually being decreased by production of the processing industry,
largely tied up with foreign capital allocated in the territory of the Slovak Republic.

From the aspect of foreign-trade orientation we can state such a development where
most Slovak imports are executed on markets of EU and CEFTA. As very important should
be considered the high and continuously growing share of EU markets in Slovak exports.
This importance is not only given by inflows of exchange resources but also by feedback of
very demanding markets to the steady increase of technical and economical parameters of
exported production and also to the increase of competitiveness.

"7 Expressed in PPS (Purchasing Power Standard) on the basis of current prices in methodology ESA 95. PPS
represents an expression of PPP (Purchasing Power Parity).

' Designed for free circulation.
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From the aspect of total effect of foreign trade, the most advantageous territories from

a long-term perspective are East Asia, North America and Australia. The prices at which
Slovak production is sold in the said areas increase the level of prices of imports from these
areas. In Europe, which represents the most important territory of Slovak foreign trade, price
of exported production lower than price of imported goods has become one of basic
parameters of foreign trade relations.
Under conditions of the stated economic growth and connected to existing development, it
can be expected that foreign trade will develop as shown in Table No.18.

Table 18 Exports, imports and balance of foreign trade (FCO, OP current prices)

Year Exports in billion SKK | Imports in billion SKK | Balance in billion SKK | Balance/GDP in %
1995 255.1 260.8 -5.7 -1.0
1996 270.6 340.9 -70.3 -11.6
1997 324.0 394.0 -70.0 -10.2
1998 377.8 460.7 -82.9 -11.0
1999 423.7 468.9 -45.2 -5.5
2000 548.4 590.7 -42.3 -4.8
2001 636.1to 674.5 677.1t0 724.5 -41.0 to —50.0 -4.3t0-5.2
2002 725.2t0 816.2 763.7 to 864.9 -38.5 to —48.7 -3.7t0 4.5
2003 812.2t0971.3 849.2t0 1019.5 -37.0 to —48.2 -3.3t0 4.1
2004 893.5t0 1131.5 928.5t0 1179.0 -35.0 to 47.5 -2.8 t0-3.6
2005 969.4 to 1301.2 1002.9 to 1348.2 -33.3t0-47.0 -2.5t0-3.3
2006 1040.2 to 1476.9 1070.9 to 1523.5 -30.8 to —46.6 -2.1t0-2.9

Note: 1995 to 1999 actual, 2000 estimate, 2001 to 2006 prognosis of MCRD SR. Source: The Statistical Office

of the Slovak Republic.

W

growth in excess of balance of services, deficit of balance of revenue

Based on the stated prognosis of balance of trade, the stagnatinﬁlﬂ)_l—m_d—t—ve Of the moderate
9 ..
S

previous year and the existing development in the area of current transfers, it can be expected
that the balance-of-payments current account will develop within limits that are represented,
in relation to previous years, by the chart in Picture No.7.

According to the mentioned picture we can state that while in 1999 the share of

current account in GDP was —5.5% , in 2006 it can be expected that this share will be positive
and its value will move by up to 1 per cent.

' Particularly related to the growth in interest payments, given by the development in the area of foreign
indebtedness.

31




Picture No.7 Share of balance-of-payments C/A in GDP
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34 Employment and development in labour market

At the present stage of development of Slovak economy, the development of
employment is only very moderately determined by long-term and relatively stable
demographic trends. In determining employment the influence of the economic environment
prevails and will prevail in the following years.

From the employment point of view, the ongoing structural changes are particularly a
result of a lessening of non-effective production and reduction of overemployment. The
decrease in dynamics of economic growth is reducing the already low ability of the economy
to generate new jobs. According to information from the National Labour Office on
registered unemployment, however, since March 2000 a successive month-on-month

decrease of the rate of registered unemployment in the Slovak REpublic has been recorded,

which applies also to economically strongest regions of Slovaki

The actual situation of the labour market in Slovakia is marked by a high
disproportion between labour offer and labour demand, low adaptability and high rigidity.
The excess labour force is forced into the grey and black economies, and to work abroad.

The solution of this situation consists of:

- a balanced economic growth and gradual elimination of deformations of the economic
environment;

- enhancement of labour market adaptability and flexibility;

- favourable economic conditions for employers for the creation of new jobs (regionally
differentiated tax, deduction liability).

20 Regions of Bratislava, Trencin, Zilina and Trnava.

32




It is necessary to take into account that from the employment point of view the
expected economic growth will mean only a gradual and slowly proceeding solution, limited
particularly by structural problems and undercapitalisation. A successive increase in labour
demand will be, especially in the first years of examined period, accompanied further by a
decrease of overemployment. The dynamics of creation of effective jobs will largely depend
on the capacity of economic policy in the area of elimination of deformations of economic
environment and mobilisation of resources of economic growth. In addition, the economic
policy affects not only the level of employment but also the efficiency and quality of the
labour force. An effective increase of labour market adaptability and flexibility will be
impossible without significant strengthening of the regional dimension of labour market
policy.

It is realistic to consider that under conditions of expected dynamics of economic
growth, the development of employment will move in the direction shown, in relation to the
previous years, by the chart in Picture No.8.

Picture No.8 Dynamics of real GDP and employment
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In this period, liquidity of enterprises plays a decisive role in the development of
wages. The development of wages is closely linked to the structural development, economic
dynamics and processes connected to the state budget.

Primary determinants of the development of wages in the Slovak economy are, and in
the following period will be: economic dynamics, labour productivity and unemployment.
The low projection of growth of the economy in the growth of wages is related to a low
substantiality of income-forming processes, determined performance of the business sector
and non-effectiveness of the public finance system.

It can be calculated that in the examined period, due to continuous pressure on the
growth of competitiveness, the growth in labour productivity will continue to be faster than
the growth of wages. Primary indicators of the labour market and development of wages
related to the prognosticated economic development are included in the table below.
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Table 19 Primary indicators of employment and development of wages

Year Employees Rate of unemployment Nominal wages
1995 2019.8 13.8 7195
1996 2036.4 12.6 8154
1997 2040.9 12.9 9226
1998 2032.1 13.7 10003
1999 1988.2 17.3 10728
2000 1970.1 18.2 11440
2001 1959.3 to 1961.1 16.9 to 18.1 12200 to 12510
2002 1957.5 to 1975.5 16.0to 17.5 13200 to 13630
2003 1961.1 to 1991.7 15.0to 17.0 14200 to 14900
2004 1968.3 to 2009.9 14.6to 16.6 15200 to 16300
2005 1975.6 to 2030.2 14.0 to 16.0 16300 to 17700
2006 1984.8 to 2050.7 13.0to 15.0 17400 to 19200

Note: Employees — average number of natural persons (in thousand persons). Rate of unemployment — average
annual recorded rate of unemployment (calculated from available number of unemployed persons in %).
Nominal wages — average monthly wages of an employee of Slovak economy, total (in SKK). 1995 to 1999
actual, 2000 estimate, 2001 to 2006 prognosis of MCRD SR. Source: The Statistical Office of the Slovak
Republic.
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4 Economic strategy of the Slovak Republic

The basic limits of the economic policy of the Slovak Republic are the initial
situations of its bearing components.

In the area of fiscal policy it is the constant effort for a reduction of the share of the
state budget deficit in GDP that is marked by continuous restriction of public goods, both for
individual social groups and for most entities connected to the system of public finance.

In the area of monetary policy, in spite of a partial release of tension in 2000
accompanied by a general decrease of interest rates, a certain rigidity of cash-flows caused
especially by problems of the business sector persists. This is the result of the compound
solution of problems of the business and banking sectors, which was postponed for many
years.

In the area of structural policy, partial progress in the direction of enhancement of
export performance can be observed, which is however accompanied by a concentration
growth in favour of strong local players. Progress in the area of proeffective structural
changes, including the transfer of economic activities from non-perspective areas, can be
further identified as stagnating.

In the area of a functional regional policy no significant progress has yet been
achieved because its system framework is situated at an early stage of its real application.
Based on available documents and executed analytical and strategic works, we can state that
the regional policy has the ambition to raise the execution of overall governmental economic
policy to the level of developed European economies.

4.1 Microeconomics

4.1.1 Industrial policy

From a short-term perspective, the priority of economic policy is macroeconomic
stabilisation of the economy, particularly the decrease of the deficit of balance-of-payments
current account and its stabilisation at a level that can be funded mostly by mid-term and
long-term capital, with a growing share of direct foreign investments.

From a mid-term perspective, after the stabilisation period of years 1999 to 2000,
the priority of economic policy is to increase economic dynamics by 3 to 4 per cent in 2001
and by 4 to 5 per cent per year in the following years, which would allow reaching the
economic level of approximately 50 to 55 per cent of the EU average upon the accession of
Slovakia to the European Union.

Systematic attainment of this objective is ensured by periodically updated conceptions of
economic policy.
Bearing conceptions by their nature are:

* The Mid-Term Conception of the Economic and Social Development of the Slovak
Republic (Mid-term priorities of economic policy of Slovakia),

* Adaptation of EU Industrial Policy to Conditions of the Slovak Republic,

* Development Programmes of the Ministry of Economy of the Slovak Republic.

The mid-term priorities of the economic policy of Slovakia constitute a binding

document of a complex nature solving problems of the economic and social development of
Slovakia through economic policy and institutional and structural reform. Objectives set in
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the document are of short-term and mid-term character] +-and-address—the-strategytssesin———————

the area of individual partial policies, from monetary and fiscal policies through wages
(income) policy, policy of support for competitiveness and other policies, including related
reforms (changes in tax system, reform of labour market etc.). The document also provides a
specification of those reforms that are not directly connected to some policies, but which are
a prerequisite for achievement of sustainable growth. We are referring to reforms of the
financial sector, business sector, labour market and public sector.

Table No.20 Basic reforms and policies with implementation priority until ZOOZE,i

1999 | 2000 | 2001 | 2002

Reform of financial sector

Establishment of a legislative and institutional framework for effective and
transparent capital market, harmonisation with legislation of European Union

Establishment of independent Financial Market Supervision Office (for all non-
banking financial services)

Development of banking sector and restructuring of state banks

Privatisation of IRB, VUB, SLSP, Bank Slovakia

Privatisation of Slovak insurance company

Reforms in business sector

Legislative and organisational reform of bankruptcies and of the framework for
restructuring

Financial restructuring of enterprises

Completion of privatisation process, competition for natural monopolies and
eventually their regulation

Improvement of the framework for support of foreign investments

Strengthening of legislative and institutional environment for development of small
and medium-sized enterprises

Fiscal policy and changes in taxation system

Preparation of a mid-term fiscal outlook

Reduction of government deficit and extension of the structure of repayment of
public debt

Improvement of controls and administration in the area of public finance, including
a joint treasury

Reform of tax system; harmonisation with European Union

Monetary policy and liberalisation of prices

Complex program of liberalisation of prices, including timetable

Successive deregulation of prices in accordance with approved timetable

Decrease of inflation bellow 6 %

Stabilisation of exchange rate to Euro

Reform of labour market

Elaboration of National Programme of Employment, including timetable of
measures

Implementation of measures in accordance with timetable

Reform of public sector

Reform of social system

Reform of pension system

Reform of health system

Considering the character of the Slovak economy, industrial policy plays a dominant
role in economic policy. A successful attainment of objectives in this area is a condition of
the progress in other sectors of economic policy whose interconnection should be coordinated
by the National Plan of Regional Development.

2! For the timetable of individual reforms see Table 20
22 Mid-term priorities of economic policy of Slovakia (Joint Assessment — proposal), Bratislava, February 2000.
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The adaptation of EU industrial policy to conditions of the Slovak Republic is a
document that takes into account the needs of Slovak industry and the whole Slovak
economy, and proposes a set of measures whose implementation is aimed to:

- decrease excessive capacities of the Slovak industry in those areas that cannot stand up to
competition on international markets and that bind considerable production capacities and
labour force from a long-term perspective, conserving the existing — i. e. inappropriate —
industrial structure. The release of capacities, taking into account impacts of unavoidable
restructuring on employment and regions, that are actually concentrated in traditional
industries is a necessary step for re-orientation of economic activities to more advanced
industries;

- a parallel rerouting of production factors (capital, labour force, technologies) to new
areas that must take into account the global context, the development of decisive factors
affecting the future development of the competitive environment in which the Slovak
industry will operate in the following decades;

- increase competitiveness of Slovak industry, which can be only achieved if the two
processes mentioned above are successfully implemented and which is a prerequisite for
the success of the Slovak industry on world markets.

In connection with the implementation of industrial policy and in order to meet the
most important priorities arising for the Ministry of Economy of the Slovak Republic under
the program declaration of the government, the economic priorities are concentrated to the
following areas:

- Support of direct foreign investment

- Support of small and medium-sized enterprises

- Support of savings in energy and utilisation of alternative sources of energy

- Support of perspective branches of industry

- Solution of critical situation in defence industry enterprises

- Support of foreign and domestic trade

- Support of tourism

- Support of education at SVS (secondary vocational schools)

- Support of optimal and rational acquisition and utilisation of domestic primary
sources of energy

- Support to strengthening the Slovak gas industry

- Support of complex transformation of power engineering and heat-supply industries.

The instruments for attainment of the above objectives are the individual Development
Programmes projected by the Ministry of Economy of the Slovak Republic addressing the
following groups of problems:

- Support of small and medium-sized enterprises
- Programmes of industrial development

- Programmes of development of tourism

- Other development programmes.

Partial policies with the focus on the area of microeconomic adaptation have a decisive
influence on the execution of economic policy with an effect on regional development,
particularly in the following areas:

- Agrarian and food policy,

- Housing

- Transport and telecommunications.
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4.1.2 Agrarian and food policy

The determining strategic framework of the agrarian and food policy of the Slovak
Republic after the year 2000 and until full membership in EU is the European model of
multi-function agriculture adopted by the European Union. This model presumes an
orientation of agrarian policy following objectives resulting from production functions of
agriculture, 1. e. ensurance of affordable, quality and untainted foods for the population, as
well as objectives related to accomplishment of other tasks that it executes in favour of the
whole society, such as protection and improvement of natural resources, preservation of the
cultural nature of the country, conservation of employment and the rural structure of
settlement. The model of multi-function agriculture lays special stress upon the view of
consumer: The European model is compliant with natural and socio-economic conditions of
Slovakia because it takes into account the limited availability of productive natural resources,
particularly water, the ecological and cultural and social limits of production intensification,
the type and density of settlement of the country.

Based on a comparison of analytical materials elaborated at central level (analyses of
agriculture, foodstuff industry, forestry and aquaculture, so-called ,,green reports* and results
of inquiries) the following priorities were laid down:

* Improvement of agricultural production sector, including foodstuff industry: This
priority is aimed to enhancement of effectiveness of agricultural primary production with
stress upon health of animals and the agroenvironment, improvement of structures of
agricultural and piscicultural product processing, distribution, quality control of foods and
foundation of producers” associations. Support will be directed to adaptation of producers
and processors to meeting EU standards within the acquis communautaire and
enhancement of the quality of agricultural products and foodstuffs.

e Sustainable rural development: In arecas with less favourable natural and other
conditions, farmers never were and never will be able to compete on markets for most
agricultural products. However they can supply the market with local specific features
and eventually create conditions for creation of job opportunities by the development of
agrotourism and rural tourism.

¢ Development of human activities: Successful attainment of the objectives of the first
two priorities requires a quality human potential. Through education and consultancy the
potential absorption capacity will improve and the utilisation of financial resources will
become more effective.

The mid-term objective of the agrarian policy is to strengthen the effectiveness and
competitiveness of the agro-foodstuffs sector so as to reach an adequate utilisation of
domestic production factors as well as advantages of international trade, by observing
environmental and social functions of agriculture in the society.

In the pre-accession period, the Slovak republic will endeavour to adapt itself to EU
legislation, direct support to priority areas defined in the National Plan for Adoption of
Acquis Communautaire through pre-accession instruments, and implement a system of
acceptance of assistance from the Structural Funds of the European Union through the
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program SAPARD[’|-Fhe—objeetive—is—to—introdteel a programming system, establish
partnerships and effectively implement the programme according to principles of EU
legislation in force.

4.1.3 Housing

The conceptions of state housing policy until 2005, with outlook until 2010, and the
conceptions of the development of housing construction are basic programming documents of
the government in the area of housing development. Their chief priority is to enhance the
quality of housing. The attainment of this objective is subject to creation of economic,
legislative and organisational conditions for:

e Housing construction. The attainment of this objective requires a progressive increase of
housing construction so that in 2002 approximately 18 000 apartments are completed and
intensity of construction in a longer period achieves 5 to 6 apartments per 1000
inhabitants per year.

e Reconstruction of the existing housing fund. The attainment of this objective requires
reconstruction of a total number of 166 000 apartments until 2010 which, at a successive
increase of apartments under reconstruction, means the reconstruction of approximately
18 000 apartments in 2005 and 25 000 apartments per year in the following years.

e Construction of the technical infrastructure so that the objective in housing
construction is not threatened.

¢ Housing construction for special groups of population: for groups of citizens who
need help, for citizens in a state of material need, for non-adaptable citizens.

Primary instruments of state housing policy aimed to attainment of established
priorities are credit instruments, subsidy instruments, tax instruments, pricing policy

instruments and adaptation of the legislative framework.

4.1.4 Transport and telecommunications

The essential complex conceptual material for the area of transport and
telecommunications development is the ,Strategy of Transport, Posts and
Telecommunications Development from the View of Integration of the Slovak Republic
in EU* that was approved by a meeting of management of the Ministry of Transport, Posts
and Telecommunications of the Slovak Republic in April 2000.

> In the program SAPARD, a partnership is ensured:

At the national level the National Monitoring Committee for SAPARD, at the regional level 8 Regional Monitoring
Committees.

In terms of point B.5 of Resolution of the Slovak Government No. 1007/99, the Minister of Agriculture will establish these
committees, to which representatives of the following bodies will be delegated:

state administration - the Ministry of Agriculture of the Slovak Republic — coordinator, MCRD SR, MF SR, ME SR,
MLSAF SR

self-government: ZMOS

professional associations and unions: SPPK

non-governmental organisations (third sector, Rural Parliament)

National Fund

Slovak Payment Agency

European Commission

In compliance with methodological instructions of EC the implementation of the programme SAPARD will be ensured by
the Agency SAPARD. Its components will be implementation bodies that will ensure the implementation at regional level
and a payment authority that will ensure the financial framework of the programme.
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The[Tmaim strategic _objeqtive of the State Transport Policy of the Slovak
Republici% estlting—from—the—erientation of the European transport policy is to ensure
conditions of a permanent orientation of the development in the view of sustainable mobility
at integrated utilisation of all types of transport, with a special stress upon intermodality and
the support of environmental types of transport such as railway, inland water and combined
transports, as well as public passenger transport, by creating conditions for ensurance of
availability of the Slovak Republic by air transport.

The objective of The Teleco anicatio of the Slovak Republic for the
years 2000 to 200 i ts—to—t ¢ transparent conditions for the
development of telecommunications market in the Slovak Republic that users are provided
with quality telecommunications services for affordable prices and that conditions for
accession to the European and world structures (voice telephone service and its quality,
information services, satellite communications, mobile and personnel communications and
lease of circuits, development of ground analogue TV and radio broadcasting in Slovakia) are
created.

The development of transport infrastructure of the Slovak Republic within the
implementation of the state transport policy means:

* Regionalisation of transport that should be solved in compliance with the process
of economic transformation.

* Integrated passenger transport system a part of which are complex transport
systems of regional service as one of the most efficient ways how to face the enormous
increase of individual automobile transport.

* Reduction of negative effects of transport to the environment by meeting
international commitments of the Slovak Republic and national programmes and plans;

* Improvement of working conditions and improvement of living standard of
working population that should be executed by application of the provisions of the Treaty and
procedures relating to the function of common market and common transport policy, as well
as the particular provisions of social policy.

* Harmonisation of conditions of economy competition in transport market
within the framework of non-discriminatory competitive environment by a successive
implementation of the individual transport policy measures of EU in the transport policy of
the Slovak Republic and by creation of legislative compliant with EU legislation, taking into
account potential deviations for the Slovak Republic.

* Ensurance of functionality of the transport system, particularly from the aspect
of economic and social needs of state, national defense and potential crisis situations by
defining tasks of individual types of transport depending on their operating, technical and
economic characteristics, and their possibilities to ensure the transport of passengers and
goods under conditions of the Slovak Republic, by determining responsibilities for
prevention of crisis situations in transport and ensurance of necessary important performance
and functionality of the transport system.

** The amendment of which was approved by the Resolution of the Slovak Government No. 21 of 12 January
2000 — Updating and Elaboration of Principles of the State Transport Policy of the Slovak Republic

% It was approved by the Resolution of the Slovak Government No. 440 of 14 June 2000.
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In the telecommunications sector, transparency, competition, simplification of
regulation environment, position of independent regulation body in telecommunications,
open access to the network, provision of universal telecommunication service, its financing
and establishment of a standard licensing system by the Act No. 195/2000 Coll. on
Telecommunications, as amended, that entered into force on 1 July 2000, are supported. The
process of transformation of the company Slovenské telekomunikacie, a.s. was completed in
July 2000 by entry of a strategic investor which is the German company Deutsche Telecom.

Main instruments of the state transport and telecommunications policy are legislative,
economic and cross-sectional instruments.

4.2 Human resources

The essential strategic document providing a complex solution of the problenfof
human resources of the Slovak Republic is the Conception of Employment Policy| ) 1

mid-term strategy is the National Plan of Employment.

The strategic objective of the employment policy is laid down in Art.35, paragraph 3
of the Constitution of the Slovak Republic (right of a citizen to work) and in the Employment
Act, which stipulates that the objective of employment policy is to ensure work for all who
can and want to work and search for employment, to minimize the extent of unemployment
and to protect by unemployment compensation those citizens who become unemployed
through no fault of their own. Its implementation would allow approaching the objective laid
down in the Programme Declaration of the Slovak Government — to decrease unemployment
to the level of 10%.

To attain the stated objective of employment policy, the employment policy should
be particularly focused on the following strategic tasks:

- Adoption of measures of economic policy for the support of the creation of new jobs
and for the support of restructuring existing employment;

- Enhancement of motivation of labour force towards acceptance of employment by
making earned income clearly more advantageous than unemployment compensation
and social assistance benefits.

- Adoption of measures for harmonisation of vocational education with requirements of
labour market demand;

- Adoption and implementation of a programme for promoting the employment of
young people,

- Assurance of organisational, personnel and financial prerequisites for the function of
employment services adequate to the level of unemployment and in compliance with
the prepared procedure of decentralisation and reform of public administration;

- Extension of the scope of financing the active labour market policy from other
financial resources.

%6 adopted by the Slovak Government on 25 November 1999
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In the interest of application of the Conception of Employment Policy and the National
Action Plans, the Slovak Republic has to establish the respective administrative structures for
management of programmes aimed to the development of human resources and their better
utilisation on the labour market, including management of EU programmes such as the
Paying Agency for the European Social Fund (hereinafter referred to as ESF), Managing
units of ESF, Institute of Education for ESF and others.

The National Plan of Employment clearly supports the creation of jobs and support of
employment (adaptation, flexibility) of the labour force. The implementation of measures for
attainment of set objectives relies on active participation of ministries, other central and
regional bodies of state administration, social partners, professional associations and unions,
other authorities, organisations and institutions in a more specific elaboration of the general
tasks contained therein, and their subsequent execution.

A systematic implementation of the National Plan of Employment will allow to attain
particularly the following objectives:

- To initiate the constitution of rules for long-term programme management and financing,
including co-financing from EU resources, as a prerequisite for reduction of
unemployment;

- To initiate the launch of necessary legislative changes executed under the authority of the
competent ministries;

- To allow the Slovak Government to assess all suggested material and legislative
proposals from the view of their impact on employment;

- To limit the increasing social tension, particularly in districts with high rates of
unemployment;

- To engage social partners and other entities in the solution of the problem of
unemployment at national, regional and local levels;

- To start work on synchronization of the amount of unemployment compensation, the
amount of social assistance benefits and minimum wages.

The principles of the employment policy adopted by EU Council are based on the
following pillars, which are also elaborated in the presented measures:

- Improvement of employability of persons,

- Development of enterprise,

- Support of adaptability of enterprises and their employees,

- Strengthening of policies of equal opportunities for all persons.

These four pillars were concretized by the European Commission in 19 guidelines
pertaining to employment policy binding for EU member states in the elaboration of national
action plans of employment for the year 1998. These guidelines are a generalization of
macroeconomic, social and educational policies of EU member states, and a result of their
experiences from application of the existing measures of employment policy, including
expected trends in development of employment.

The objective of the National Plan of Employment is to adhere to the principles in the
area of employment policy that were adopted at the summit in Luxembourg in December
1997, and to apply them in a creative way in our specific conditions.
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5 Initial situation and trends of development of regions in the Slovak
Republic in the nineties

In the nineties the development in the individual Slovak regions was significantly
determined by the process of transformation of the Slovak economy to a standard market
economy.

The initial position of Slovakia at the threshold of the transformation process (as in
the other Central and East European countries) was marked by a series of both material and
system disparities from the position of countries with developed market economies.

Among material disparities that affected its situation, we can mention especially the
low competitiveness of regions, which was shown particularly by:

- disadvantageous sectoral structure with a high rate of employment in the secondary
and primary sectors and with a low rate of employment in the tertiary sector, as well
as a high consumption of energy and materials,

- lack of innovative capacity of the regions,

- differentiated quality of human potential,

- different structure of size types of production units, dominated by large units founding
a mono-structural economic basis of the regions;

- low level of accessibility of the regions as a result of inadequate infrastructural
equipment of the regions by road, telecommunications and railway networks, having a
negative impact on the development of internal, cross-border and international co-
operation;

- insufficient consideration of environmental criteria in founding the production
structure of regions, etc.

Among system disparities, we should mention particularly:

- absence of value criteria in drawing up programmes of development of the economy
of regions and subsequent non-complex and irrational utilisation of interregional
resources of development;

- absence of an interregional market environment, which is connected with insufficient
interconnection of units of economic activity in the regions;

- centralist administrative regulation of the regional development processes did not
initiate the development of democratic institutions of management at both local and
regional levels;

- the applied management system preferred branch criteria of the economy in decision-
making processes, and did not create real conditions for their horizontal co-ordination,
etc.

The aforesaid, as well as other conditions, determined a formation of the spatial structure of
the Slovak economy which was internally unbalanced and did not create prerequisites for
effective regional development. Conditions that were created in the process of the
transformation of the Slovak economy from a centrally planned to a market economy have
further deepened this territorial imbalance. The actual regional disparities are shown
particularly in:

- the share of regions in formation of GDP,
- rate of unemployment,
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- level of entry of foreign capital in the individual regions,

- level of income of population,

- dynamics of foundation and development of small and medium-sized enterprises,
- level of utilisation of the comparative advantages of the individual regions,

- level of infrastructure etc. equipping of the regions,

- share of investments in the public sector etc.,

- development of small and medium-sized enterprises,

- establishment of new firms in the regions,

- creation of new jobs.

The evaluation of the level of regional development that meets the requirements and
criteria of the European Union shows that only the region of Bratislava significantly differs
in GDP/capita in PPS in nominal value. Among the other regions there are no significant
differences, and the level of this indicator determines that the Slovak Republic as a whole
reaches 8800 ECU in GDP/capita in PPS in nominal value, which represents 46% of the EU
average. More significant differences in this indicator are obvious only at the level of
counties (NUTS III — Table 21).

Table 21 Share of per capita GDP of the EU and the CEC average

Region/county per capita GDP in PPS | per capita in % of the EU | per capita in % of the CEC
average average V
1996 1997 1996 1997 1996 1997
Slovak Republic 8100 8800 45 46 116 119
Region of Bratislava 17500 19900 97 105 250 269
Region Northwest 6740 7200 37 38 97 97
County of Trenc¢in 6700 7600 37 40 95 103
County of Zilina 6800 6900 38 36 97 93
Region Southwest 7330 7800 40 41 106 125
County of Trnava 8000 8400 44 44 114 113
County of Nitra 6900 7400 38 39 98 101
Region East 6690 7200 37 38 97 97
County of Banska 7300 7900 40 42 104 107
Bystrica
County of PreSov 5100 5500 28 29 73 74
County of KoSice 7800 8300 43 44 112 113

1) Central European countries (CEC) Source: Regional GDP in CEC, The Statistical Office of the Slovak
Republic, National Accounts 1999

The region of Bratislava has a special position not only in comparison with other
Slovak regions but also in comparison with the EU average. With the level of 105% of the
EU average and 265% above the average of Central European countries, it can be classified
to the most developed regions within these countries. The other regions in Slovakia attained
29 to 44% of the EU average.

In the period before transformation, the former economic system did not develop the
tertiary sector. A discontinuity in this tendency in the development of economic structure can
be observed after the year 1989. One of the serious problems is the high rate of
unemployment in those regions whose development is lagging behind. In spite of dynamic
economic changes in the transformation period, the rate of unemployment does not increase
at the same rate as the tertiary sector employs unemployed persons released from the primary
and secondary sectors.

From the many factors determining regional disparities, for the Slovak Republic are of
importance:
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- foreign development investments in the regions,

- export basis of regions,

- development of small and medium-sized enterprises, establishment of new firms in regions,
- innovation potential, qualification.

Foreign development investments (FDI) are considered one of the key factors of
regional development. This also applies to Slovakia, although to a limited extent. Total
foreign investments until the end of 1999 reached 85 billion SKK only, which on an annual
basis represents approximately 1.5% of GDP of the country. This share is significantly lower
than in the other countries (Czech Republic, Poland and Hungary) which may be one of
reasons why the influence of FDI as a factor of regional development is not very significant
in Slovakia.

Table 22 Development of foreign development investments in the Slovak Republic

1996 1996 to 1999 Dynamics of growth
1996 to 1999
Region of Bratislava 17442 23044 132.11 %
Region Northwest 1973 6645 336.79%
County of Trenc¢in 1502 4189 278.89%
County of Zilina 471 2456 521.44%
Region Southwest 2651 9819 370.38%
County of Trnava 1480 6713 453.58%
County of Nitra 1171 3106 265.24%
Region East 4604 8862 192.48%
County of Banska Bystrica 2223 1849 -16.83%
County of PreSov 956 1751 183.59%
County of KoSice 1425 5262 369.26%
Slovak Republic 26670 48370 181.36%

Data for the year 1996 are calculated for the existing counties (due to a change of classification, there were
several transfers among counties /e.g. the districts of Rimavska Sobota, Reviica and Roznava/, but the size of
investments within them cannot have a significant influence on the provided values.) Source: NBS

So a process of regional differentiation went on whereby the model ,,core — periphery*
is more permanently created in the direction from Bratislava through the districts of south
and north Slovakia to the east. This fact can be documented by several indicators (e. g.
investments, unemployment etc.).

In Bratislava are concentrated financial and insurance services (92%, 1. e. 29 463
employees) and science and research institutions and business services (40.8%, 1. e. 62 602
employees).

The development of exports classified by region for the period 1997 to 1999 is documented
by Table No.23 below.

Table 23 — Share of regions at the level of NUTS Il in total exports of the Slovak Republic

Region 1997 1998 1999
Bratislava 27.1% 33.3% 33.8%
Northwest 22.7% 20.6% 22.6%
Southwest 16.1% 16.3% 16.3%
East 34.1% 29.8% 27.2%
Slovak Republic, total 100.0% 100.0% 100.0%

Source: The Ministry of Economy of the Slovak Republic
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The restriction of budgets for research institutions, a significant reduction of

employees, cancellation of many institutes, a low private sector share, emigration of scientific
workers and other factors mean a large depression of science and research.
A very low level of knowledge is observed in the area of the regional basis of the transfer of
technologies and ways how to facilitate this process. Practical consequences are that the
transfer of media such as scientific parks, technological areas or scientific centres are just at
the stage of origin, and the process of learning to systematically manage these activities is
ongoing.

As in GDP classified by region, the region of Bratislava has an important position
because 41.5% of total expenditures on research and development is located there (Table
No.24).

Table 24 - Expenditures on research and development per capita

Region R&D expenditures per capita (in|R&D expenditures per capita (as %
thousand SKK) of national average)
Region of Bratislava 414 446 363.23
Region Northwest 230 093 201.65
County of Trenc¢in 164 009 143.74
County of Zilina 66 084 57.92
Region Southwest 170 406 149.34
County of Trnava 99 965 87.61
County of Nitra 70 441 61.74
Region East 147 861 129.58
County of Banska Bystrica 51980 45.56
County of PreSov 31 684 27.77
County of KoSice 64 197 56.26
Slovak Republic 114 101 100.00

Source: Own calculation

In the region of Bratislava there is concentrated more than three times the share of
research and development expenditure than is the average for Slovakia and 13-times more
than in the county of PreSov. 48% of total expenditures on universities are made, 49% of
teachers work and 41% of full-time students study in the region of Bratislava. The share of
the labour force with completed university education in the economically active population
by region is not so dramatically different, but still exists. The region of Bratislava with a
share of 11% of the population has a 25 per cent share of the labour force with a completed
university education.

Table 25 — Regional differences in human potential

Region Share of employees with university education in economically active
population (%)
1997 1998
Region of Bratislava 24.6 25.0
Region Northwest 9.2 8.9
County of Trencin 10.0 8.1
County of Zilina 8.5 9.8
Region Southwest 8.0 7.7
County of Trnava 8.5 8.6
County of Nitra 7.6 6.9
Region East 9.0 9.1
County of Banska Bystrica 10.3 9.6
County of PreSov 9.0 9.2
County of KoSice 8..0 8.1
Slovak Republic 10.8 10.7

Source: Statistical Annual 1999, The Statistical Office of the Slovak Republic, Bratislava
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The first consulting activities focused on the regional development in Slovakia
appeared in the years 1990 to 1991 and many of them came from abroad. In that period, in all
38 districts regional information and consultation centres were established, based upon the
initiative of the Ministry for Economic Strategy. A lot of them were transformed to private
enterprises or became part of the developed network of the National Agency of Small and
Medium-Sized Enterprises. Presently, 12 regional consultation and information centres and 5

business innovation centres operate in Slovakia (Tables No. 26 and 27).
Table 26 — Regional information and consultation centres in Slovakia

Region Northwest Region East
RPIC Trencin RPIC Zvolen
RPIC Povazska Bystrica RPIC Lucenec
RPIC Martin RPIC Poprad
Region Southwest RPIC Presov
RPIC Komarno RPIC Kosice
RPIC Dunajska Streda RPIC Trebisov
RPIC Nitra

Source: The Ministry of Economy of the Slovak Republic

Table 27 — Business innovation centres in Slovakia

Region of Bratislava Region East

BIC Bratislava BIC Banska Bystrica
Region Northwest BIC SpiSskd Nova Ves
BIC Prievidza BIC KoSice

Source: The Ministry of Economy of the Slovak Republic

Economic depression linked to difficult adaptability of transition to market conditions
showed particularly in the districts of Velky Krtis, Lucenec, Rimavska Sobota, Roznava,
Spisska Nova Ves and TrebiSov, and subsequently in the districts of Cadca, Dolny Kubin,
Stard LCubovna, Bardejov and Povazska Bystrica (here the situation is combined with the
highest natural increments of population in the Slovak Republic). These districts were
identified as preferred and in addition to them 12 microregions with persistent socio-
economic problems were selected. In 1994 their number was decreased to 9 and after 1994
the permanent identification of regions whose development is lagging behind according to

exact criteria was stopped. In addition, 9 areas most affected from the environmental aspe
were identified.f’

The worst situation from the aspect of unemployment is in those districts where
several negative phenomena are cumulated, such as a low level of socio-economic
development of the region, size structure and number of decisive enterprises. These districts
usually enjoy no or minor comparative advantages for further development of production and
labour market.

The best situation is in those districts that in the past were marked by high rates of
economic activity and whose production basis consisted of several larger and medium
enterprises. They are usually agglomerations with diversified industrial structures, balanced
settlement and above-average technical infrastructure and amenities.

Based on an analysis by indicators such as earned income per inhabitant and rate of
unemployment, it can be stated that with the exception of the region of Bratislava, the other
regions constitute economically heterogeneous units.

Individual districts — microregions can be classified to the following groups.EI

" Government Resolution No. 390/1991

" Tvrdon J. : Regional Disparities and Economic Regionalisation of Slovakia, In: The Conception of Territorial
Development of Slovakia — 2001, concept of project, textual part, the Ministry of Environment of the Slovak
Republic, Bratislava, August 2000.
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Districts classified to category A represent developed regions with a multi-sectoral

economic basis. According to the aboye Triteria, a totat umber of 1 diStricts and the
. . . ] . . . .
agglomerations Bratislava and KoSice[ lean—be—elassified—to—this—eategory—tn—the—distriets

classified to this category live 31.63% of the Slovak population (as of 31 December 1998).
These districts are: Trnava, Ilava, Nové Mesto nad Vahom, Prievidza, Puchov, Trencin,
Liptovsky Mikulas, Zilina, Banska Bystrica, Zvolen, Ziar nad Hronom.

Districts classified to category B represent economically stabilised regions availing
of conditions for their future development, subject to the selective support of progressive
industries. Twenty districts with 25.46% of the Slovak population can be classified to this
category. These districts are: Malacky, Pezinok, Hlohovec, Piestany, Senica, Skalica,
Béanovce nad Bebravou, Myjava, Povazské Bystrica, Levice, Nitra, Topol'¢any, Dolny Kubin,
Martin, Ruzomberok, Turcianske Teplice, Tvrdosin, Detva, Poprad and PreSov.

Districts classified to category C have the character of stagnating regions with a
unilaterally oriented economic potential unable to absorb the available labour force, which is
reflected in the growing rate of unemployment. This category may comprise 13 districts
accounting for 17.25% of the Slovak population. These districts are: Senec, Dunajské Streda,
Galanta, Komarno, Nové Zamky, Sala, Zlaté Moravce, Bytca, Banska Stiavnica, Brezno,
Zarnovica, Humenné and Michalovce.

Districts classified to category D represent economically depressed regions that, due
to attenuation of traditional industries in the structural crisis or due to the former
development, lack adequate economic potential and, because of their underdeveloped
infrastructure, have no prerequisites for localisation of more important economic activities,
even if they dispose of utilisable primary resources. Economic depression of these regions is
continuously deepening, in light of the absence of own resources. Twenty-six districts
accounting for 25.66% of Slovak population can be classified to this category. These districts
are: Partizanske, Cadca, Kysucké Nové Mesto, Namestovo, Krupina, Lucenec, Poltar,
Reviica, Rimavska Sobota, Velky Krtis, Bardejov, Kezmarok, Levoca, Medzilaborce,
Sabinov, Snina, Stara Cuboviia, Stropkov, Svidnik, Vranov nad Topl'ou, Gelnica, KoSice-
surroundings, Roziava, Sobrance, Spisk4d Nova Ves and TrebiSov.

From the said analysis it follows that 42.91% of Slovak population lives in
problematic regions (consisting of 39 districts classified to categories C and D).

Due to the previous development, in Slovak territory, local labour markets constitute
hinterlands of towns fulfilling the function of centres of district or higher regional
importance. Save small exceptions, hinterlands of these centres are constituted by existing
districts. Districts are the smallest economically and functionally homogenous units, and their
economic basis determines the economic (living) standard of the population.

In formulating the strategy of regional development and specific regional policy, it
will be necessary to take into account that the process of concentration of economic activities
to communities of urban character is continuous.

On a nation-wide scale, 86.4% of business entities — legal persons are concentrated in
134 towns; from this number of towns, 79.3% of business entities is concentrated in 77
towns (that fulfilled functions of centres of district importance) and 53.3% in 8 centres of
higher regional importance.

*® Five districts are classified to the agglomeration of Bratislava and four districts to the agglomeration of
Kosice.
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The stated facts show that the subject of regional policy has to be towns forming the
frame of a polycentric urban system, but also centres of gravity of economic stability and
potential development of individual regions.

Important problems of the conservation of a decentralised structure of the economy,
consisting of the polycentric system of urban neighbourhoods and hence balanced socio-
economic level of regions, are:

e insufficient equipping of Slovak territory with efficient communication infrastructures,
particularly highways and railways with higher speed parameters that, in the new
conditions, are determined by accessibility of markets and hence the creation of equal
conditions for business;

e insufficient industrial diversification of the economic basis of many towns and districts.
Their economic and social stability depends on the existence of a small number (1 to 3) of
larger enterprises;

e unequal distribution of the population with higher qualification, causing that in many
districts with lower educational level it is not realistic to expect higher business activity,
even with the utilisation of financial support programmes;

e absence of instruments (managing, planning, financial) of regional development in the
hands of territorial self-government;

e absence of regional self-government (HTU);

e absence of a regionally differentiated tax system, tax policy and system of effective
financial settlement.

The aforesaid suggests that territorial planning practice and particularly regional

policy will have to be directed to the devgfopmemntof Tegionat CEMtres.

Based on the executed analysisf lefregionalstraeture—we—eanstate—thatin-Slovakia
we may encounter two dominant regional characteristics: a west-east cascade from
developed regions to peripheral regions and dominant position of the region of Bratislava
(resulting from the extreme west location of Bratislava and proximity of Vienna).

* For conclusions see: Budek et al.: pages 16 to 18.
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6 Regional policy in the Slovak Republic

6.1 Initial situation

The new regional policy in Slovakia started to be formulated after the year 1990. The
Slovak Government by its Decision No. 390/1991 adopted principles of regional economic
policy that constituted a proposal for system measures for solving regional issues and
regulating the development in problematic territorial units. By this document Slovakia also
adhered to basic principles and objectives of regional planning complying with the European
standard of the European Charter of Regional/Territorial Planning.

Not all intentions and tasks of the aforesaid Decision of the Government were,
however, implemented (particularly the Act on Regional Development, the Fund of Regional
Development and an integrated system of economic instruments were absent) resulting that in
the nineties, in connection with the transformation of the economy and society, a process of
differentiation of regional development from the centre of Bratislava through the districts of
South and North Slovakia to the East was in progress in Slovakia.

Since 1990, institutions operated in the Slovak Republic that started to constitute a
legislative framework for regional development, such as the Centre of Strategical Studies, the
Office of Strategy of the Development of Society, Science and Technology of the Slovak
Republic. We should also mention the regional development agencies that were founded by a
general agreement with trade unions and related decisions of the Government in districts
where the rate of unemployment exceeded 20%.

In 1997, the Slovak Government approved the Conception of State Regional Policy
and a series of documents related to cross-border and international cooperation, integration in
the European Union, and possibilities for the provision of assistance from the respective
funds were elaborated.

Particularly we should mention the Integrated Plan of Regional and Social
Development of the Slovak Republic (approved by Decision of The Slovak Government No.
923/1999) that selected 29 problem districts, which are concentrated in the existing regions of
KosSice, PreSov and Banska Bystrica.

6.2 Legislative framework of regional policy

Yet in the mentioned rules of regional economic policy from the year 1991, regional
policy was defined, in addition to macroeconomic policy and sectoral policy, as a specific
form of economic policy being ensured along the vertical by systematic mutually
harmonizing activity of local self-government, territorial and central bodies of state
administration and along the horizontal by territorial coordination of the individual types of
sectoral and industrial policies.

The existing coordinator of regional policy in Slovakia, the Ministry of Construction
and Regional Development of the Slovak Republic, presented for negotiation of the
Government the Principles of Regional Policy of the Slovak Republic, elaborating general
organisational and institutional, instrumental, programming and resource possibilities of the
ensurance of regional development activities. By implementation of the Principles, Slovak
regional policy should be harmonized with EU regional policy, especially in the area of
principles of regional policy, its instruments and institutional assurance.
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The Principles of the Regional Policy of the Slovak Republic were approved by
Decision of the Slovak Government No. 725 of 13 September 2000, which decision imposes
on ministers and presidents of other central bodies of state administration of the Slovak
Republic the implementation of the principles of Slovak regional policy so as to ensure a
complex system of support of regional development. These rules should be followed by the
Act on Support of Regional Development that is at the moment presented for discussion by
the Slovak Government.

6.3 Supported regions within the system of state regional policy

Under conditions of the Slovak Republic, support will be provided to:

* Economically weak regions that, according to indicators of economic and social
development, report much lower level of development than is the average level in the Slovak
Republic. The following indicators are used for their identification:

The rate of unemployment, the number of applicants for jobs per one vacancy, the
amount of earned income, the level of tax revenue of local budgets, the share and extent of
attenuation of primary industries (agriculture, forestry) in the structure of employment and
density of the population,

* Structurally affected regions in which negative impacts of the structural changes are
concentrated and which are affected by attenuation of industries and production enterprises
and by the growth of unemployment. The following indicators serve to their identification:

The rate of unemployment, including the number of applicants for job per one
vacancy, the extent and the weight of attenuation of industrial branches in employment and
development of enterprise.

The starting point for identification of supported regions is an analytical evaluation of the
situation in the Slovak Republic as a whole, including experiences from EU countries with
similar problems. These regions will be identified in compliance with EC regulations at the
levels of NUTS II or NUTS III.

6.4 Program assurance of regional policy

The system of programming documents of the regional policy consists of:

e The National Plan of Regional Development of the Slovak Republic (covering the whole
territory of the Slovak Republic)

e The Conceptions of Development of Regions

e The Programmes of Development of Municipalities

The National Plan of Regional Development of the Slovak Republic is an essential
mid-term programming document of the regional policy of the Slovak Republic. This
document lays down state strategy in the area of promoting regional development, defines
required resources and specifies development principles, objectives and priorities for
elaboration of regional development programmes. A part of NPRD SR are sectoral
operational programmes and regional operational programmes.

The elaboration of the National Plan of Regional Development of the Slovak Republic
and its approval by the Government lie within the authority of the Ministry of Construction
and Regional Development of the Slovak Republic.
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Conceptions of Development of Regions are mid-term analytical and conceptual
documents laying down basic directions and priorities for the development of the particular
region, analysis of strengths and weaknesses, setting objectives, priorities as well as strategies
for their attainment. The Conception of Development of a Region is underlying document
for elaboration of regional operational programme.

Programmes of Development of Municipalities should harmonize the interests of local
communities with the intentions of economic and other entities (organisations) located in the
territory covered by them, depending on local conditions and possibilities. The elaboration of
these programs lies within the authority of the individual municipalities.

6.5 Institutional assurance of the regional policy in the Slovak Republic

Central level

From the viewpoint of institutional assurance of regional policy in the Slovak Republic,
at the central level we should mention the Slovak Government that:

e approves programming documents and key measures concerning the formulation and
implementation of regional development policy,

» presents to the National Council of the Slovak Republic legislative proposals affecting
regional development policy,

* suggests to the National Council of the Slovak Republic the volume of financial resources
from the state budget for assurance of the state regional policy.

As a supradepartmental coordinating, guidance and initiative body of the Government for
the regional policy, the Council of the Slovak Government for Regional Policy was
established.

The function of the Secretariat of the Council of the Slovak Government for Regional
Policy is executed by the Department of Regional Development of the Office of
Government of the Slovak Republic, which also carries out legislative, coordinating,
administrative and service activities for the needs of the Vice Prime Minister of the Slovak
Republic for human rights, minorities and regional development.

The competencies and responsibilities of central bodies of state administration are laid
down by the so-called Competence Act (Act of the Slovak National Council No. 347/1990
Coll. on Organisation of Ministries and Other Central Bodies of State Administration of the
Slovak Republic, as amended). Direct competencies for the area of regional development
under the said Act are delegated to the Ministry of Construction and Regional Development
of the Slovak Republic.

The Ministry of Construction and Regional Development of SR

* coordinates the activities of all bodies of state administration and bodies of territorial self-
government involved in the preparation and implementation of the National Plan of
Regional Development of the Slovak Republic, regional operational programmes and
sectoral operational programmes,

* claborates, in cooperation with bodies of state administration and territorial self-
government, as well as with socio-economic partners, the project of the National Plan of
Regional Development of the Slovak Republic and submits it to the Government for
approval;
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through its detached departments, in cooperation with other central bodies of state
administration, bodies of territorial self-government and socio-economic partners, ensures
the elaboration of regional operational programmes,

evaluates the progress and the implementation of the National Plan of Regional
Development of the Slovak Republic,

through its detached departments evaluates the progress and implementation of regional
operational programmes,

ensures cooperation with bodies of the European Union, coordinates the utilisation of
financial resources from Funds in the area of economic and social cohesion and
international and cross-border cooperation,

through its detached departments ensures the selection of projects within the
implementation of regional operational programmes and in cooperation with state
administration bodies ensures their independent expert assessment, whereby criteria for
selection of projects are laid down by the competent regional monitoring committee,
establishes the Implementation and Payments Agency of Regional Development, regional
monitoring committees and the National Monitoring Committee,

through its detached departments prepares underlying documents for the activity of
regional monitoring committees,

through its detached departments prepares underlying documents for the activity of the
National Monitoring Committee,

may authorise other organisations subordinated to the Ministry to execute activities that
should be ensured through its detached departments,

for the purpose of accomplishment of these tasks it requests the necessary information
from interested bodies of state administration and territorial self-government.

As the implementation of the regional development has a multi-sectoral character, other

ministries and other central bodies of state administration have withinin their authority
certain activities more or less concerning the issues of regional development.

Within their authorities, central bodies of state administration:

analyse the achieved level of economic and social development of counties and districts;
the results of such analyses are one of underlying documents for elaboration of a project
of the National Plan of Regional Development of the Slovak Republic and projects of
regional programmes of development,

collaborate in the elaboration and the implementation of the National Plan of Regional
Development of the Slovak Republic and regional programmes of development,

at the request of regional offices, they participate in the elaboration of the conception of
development of the region,

fulfil tasks related to the area of promoting regional development so as to contribute by
their activity to the adjustment of differences between levels of development of individual
regions.

Those ministries with a close relation to regional development are particularly :

The Ministry of Finance of the Slovak Republic — formation and introduction of
economic instruments, assurance of co-financing the Pre-accession and later the
Structural Funds of the European Union, responsibility for financial management of the
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programs PHARE, ISPA and SAPARD, for co-financing from the state budget and other
financial resources in compliance with international financial agreements for Pre-
accession Funds, methodically manages and coordinates financial controls of Pre-
accession Funds in relation to the Ministries and other central bodies of state
administration, executes subsequent checks on the economic utilisation of resources of
Pre-accession funds in the implementation bodies;

* The Ministry of Environment of the Slovak Republic — environmental policy, territorial
planning, programme ISPA,

* The Ministry of Agriculture of the Slovak Republic — agrarian policy, rural development,
programme SAPARD,

e The Ministry of Transport, Posts and Telecommunications of the Slovak Republic —
transport policy, programme ISPA,

* The Ministry of Economy of the Slovak Republic — industrial policy, promotion of the
tourist industry, the area of foreign investments, the support of small and medium-sized
enterprises,

* The Ministry of Labour, Social Affairs and Family of the Slovak Republic — active
employment policy,

e The Ministry of the Interior of the Slovak Republic — cross-border and interterritorial
cooperation of local state administration in the area of regional development,

* The Ministry of Foreign Affairs of the Slovak Republic — international cooperation in the
area of regional policy,

* The Ministry of Culture of the Slovak Republic — protection and development of cultural
heritage and conservation and the utilisation of the cultural potential of Slovak regions.

Another body of state administration having a close relation to regional development is
the Office of State Aid, particularly the Section of Regional Aid, which assesses, evaluates
and submits for approbation to the director of the Office the proposed state aid from a
territorial viewpoint in the following areas: regional development, small and medium-sized
enterprises, minimum state aid, budgets of communities etc.

Regional level

At the regional level, institutional assurance of regional policy is presently executed
by regional and district offices.

Regional offices

* claborate and approve the conception of development of a region,

* participate in the elaboration of regional operational programmes for their territorial units

» ensure the elaboration and the implementation of regional programmes of development,

* work with central bodies of state administration in the implementation of the objectives
and tasks of regional development,

* coordinate activities of all affected organisations involved in the preparation of
programming documents pertaining to regional development of the respective region,

* work with regional labour offices in the implementation of labour market policy.

District offices

The district offices fulfill partial tasks connected with the process of regional
development for their districts; they are particularly obliged to provide, at the request of the
Ministry or the regional office, the required help in the preparation and the implementation of
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the National Plan of Regional Development of the Slovak Republic, regional programmes of
development and the conception of development of the region..

Self-government of HTU (higher territorial units)

Upon the planned execution of the reform of public administration in the Slovak
Republic, all competencies in the area of regional development of the respective HTU will be
transferred to its self-governing bodies. The bodies of HTU will particularly:

* claborate and assume responsibility for the implementation of the conception of
development of HTU that will be a basis for later elaboration of regional operational
programmes,

* cooperate in the elaboration of regional operational programmes and co-participate in
their implementation,

* monitor and regularly (annually) evaluate the socio-economic development of HTU and
submit this evaluation to the Ministry of Construction and Regional Development of the
Slovak Republic,

* work with central bodies of state administration in implementing the objectives and tasks
of regional development,

* coordinate the activity of all affected organisations involved in the preparation of
programming documents pertaining to the regional development of HTU.

In the case of a full cancellation of district offices, their functions and competencies will be
assumed by bodies of HTU.

Local level

Municipalities

» claborate and approve the programme of development of the territorial district of the
community and ensure its implementation,

» at the request of the regional office or the district office they provide the required help in
the preparation and the implementation of regional programmes of development and the
conception of development of the region,

 ensure and support the development of municipality activities necessary for the
development of the region through generally binding regulations,

* may associate their resources with neighbouring municipalities and other legal entities in
ensuring common development intentions,

* may create microregions with other municipalities.

In addition to the stated institutional structure within state administration and self-
government, in compliance with the principle of partnership, many other organisations
participate in the implementation of regional policy in the Slovak Republic. We are referring
to regional development agencies, professional associations and other interest groups,
research, specialised institutions and entities, non-governmental non-profit organisations and
others.

NPRD SR respects the existing legal situation in the area of public administration. After the

implementation of the reform of public administration, the Institutional Assurance part will
be revised, depending on the outcomes of the reform.
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6.6 Instruments of regional policy

Regional policy in general requires such a system of instruments that will allow its
effective implementation at individual levels, in the observance and acceleration of own
internal resources in combination with external factors. The following structure of
instruments meets this condition:

1) from the aspect of level: instruments of the centre, regional and communal levels
2) from the aspect of nature of instruments:

Programming instruments

- long-term and mid-term plans of regional development at national, regional and local
levels

- regional and local support programs (support of small and medium-sized enterprises,
agriculture, exports, establishment of innovation centres, tourism, purposeful allocation of
public investments)

Fiscal and other financial instruments
- subsidy policy (purpose and non-purpose subsidies, state orders)
- credit policy (including guarantees for credits, interest bonus, premiums)
- depreciation policy
- tax policy (including regional differentiation of taxes)
- state, regional and local budgets
- state and regional purpose funds
- European funds (Pre-accession and Structural)
- association of financial resources

Non-economic instruments
Institutional

- state support for the development of services for regional development (marketing,
economic and legal advice, public/private partnership)

- support for the development of new technologies (stimulation of the establishment of
educational institutions, scientific parks)
- legislative and normative instruments of the state, regions and municipalities (laws,
decrees, regulations, opinions).

The Government of the Slovak Republic decided on the choice of individual instruments or a
combination thereof and on their utilisation.

6.7 Existing support of regional development by the European Union

The Programme PHARE

Since 1990, the programme PHARE has in fact been the first form of financial
assistance provided by EU for the social and economic development of the Slovak Republic.
This assistance constitutes an important support to the formulation and implementation of
regional policy in Slovakia. Of importance is not only providing financial resources but also
the fact that the competent authorities of public administration have had the possibility to
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adopt methodological procedures in force in EU and so prepare themselves for the procedures
connected with the utilisation of Structural Funds.

By Resolution of the Slovak Government to the information on the state of works on
the preparation of Phare financial memoranda for the year 2000 No. 77/2000, the Minister of
Finance of the Slovak Republic was charged with the task of summarizing in the proposal of
bases for state budget for the year 2001 the volume of resources necessary for co-financing
the projects included in the project of Financial Memorandum for the national program Phare
2000.

The Financial Memorandum (FM) 1997 was successfully concluded when out of
44.55 MEUR allocated to the Slovak Republic 43.58 MEUR, i. e. 98%, was contracted.

The financial resources were used for:

. Restructuring of industrial enterprises

. Development of small and medium-sized enterprises

. Promotion of exports and foreign investments

. Strengthening integration in the sector of agriculture

. Development of civil society

. Community programmes (Leonardo, Socrates, Youth for Europe)

In 1998 Financial Memoranda in an amount of 78.32 MEUR were signed.
The financial resources were used for:

* Approximation of law, European integration and coordination of Phare
* Agriculture

* Special Preparatory Programme for Structural Funds of EU

* Building institutions in the environment

* Grant Environmental Fund

* Community programmes (Leonardo, Socrates, Youth for Europe)

* Program Pre-Ins, of which individual projects:

* Increase of the Slovak Post-Privatisation Fund

* Improvement of the position of Romanies in the district of SpiSska Nova Ves
* Large-Sized Infrastructural Project Fund (LSIPF)

* 61 by-pass of Bratislava in the length Senecka — Mierova

* Phare Program of Cross-Border Cooperation

From the Financial Memorandum 1998, 33.69 MEUR, i. e. 43%, was contracted by the
end of year 1999. The rest of resources should be contracted by 31 December 2000.

In 1999, 69.5 MEUR was allocated to the National Program of Phare. The financial resources
were directed to the following areas:

. Economic reform
. Internal market

. Agriculture

. Statistics

. Environment
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. Energy

. Institutional and administrative capacities

. Bridge Starovo - Ostrihom

. LSIF IV. - ISPA Preparation of the programme
. 1999 Phare Pre-Ins Facility

. Phare CBC

Rural development

In the interest of solving the problems of rural areas, in the years 1999 and 2000, the
European Commission and the Slovak Government supported the project PHARE ,,Rural
Development Fund“. The objective of this project was to constitute an instrument for
transparent provision of resources and ensurance of a mechanism of rural development
activities based on the principles and criteria applied in the European Union. The preparation
and the implementation of this project was concentrated on the districts of Nové Zamky
(production area) and Snina — Stropkov, which were chosen by commissions on the basis of
criteria evaluation.

One of the programmes through which EU will provide financial assistance to
candidates in the pre-accession period is the program SAPARD. The program SAPARD is
focused on promoting measures in the areas of agriculture and rural development. A
condition of drawing resources from the said program in the period of years 2000 to 2006 is
the development and presentation of a National Plan of Rural Development to EC. The Plan
of Rural Development of the Slovak Republic was developed and approved by EC in October
2000.

By the Decision of the Commission No. C(2000/3327) of 17 November 2000, the
programme SAPARD for the Slovak Republic was approved.

Cross-Border Cooperation
By its decisions from February and June 1999, the Slovak Government approved a

proposal for signature of the European Charter of Tocat Setf-Governmemt and a proposat for
further measures to be taken after its signatureﬁéy—Deeisﬂref—&x&N&&e&&l—@euﬂeﬂ—ef—ehe—
Slovak Republic No. 516 of 26 October 1999, consent with the ratification of the European
Charter of Local Self-Government, with corresponding declaration to Art. 2, 3, 4, 5, 6, 7, 8§,
9, 10 and 11, was expressed.

In January 1999, the Slovak Government approved the Report on signature of the European
General Agreement on Cross-Border Cooperation between territorial units or bodies and the
Additional Protocol to the Eurpgean General Agreement on Cross-Border Cqoperation
between territorial units or bodies| ' Fhe-twoProtoeols-wereratified-and-entered-into force on
2 May 2000.

By the Decision of the Government, a Proposal for signature of the Protocol No.2 to
the European General Agreement on Cross-Border Cooperation between territoriat umnits or
bodies, relating to interregional cooperation -was-alseo-approved—Fhe-Slovak Republichas
already signed the said Protocol and the National Council of the Slovak Republic gave
consent to its ratification.

The Slovak Republic signed the Intergovernmental Agreements on Cross-Border
Cooperation with Poland (in 1994), with the Czech Republic (in 2000) and with Ukraine (in

3 Decisions of the Slovak Government No. 97 of 3 February 1999 and No. 453 of 2 June 1999
3! Decision of the Slovak Government No.72 of 27 January 1999
32 Decision of the Slovak Government No. 1029 of 25 November 1999
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2000). Agreements on Cross-Border Cooperation with Hungary and Austria are being
prepared for signature (2000, 2001).

Euroregions

Within European integration, special stress is laid upon cross-border cooperation as
the preparation to cooperation among member countries within EU. A basic principle of
cross-border cooperation is to constitute links and contract relations in the border areas so as
to allow adoption of joint solutions of economic and social problems through the cross-border
integration between regions.

Directives of the European Union require for the development and management of the
implementation of the programmes of cross-border cooperation certain cross-border
structures including institutions known as ,,Euroregions®. The border areas of the Slovak
Republic are almost to one hundred per cent covered by recently or newly established
Euroregions, and it can be assumed that cross-border activities of regional and local bodies
will develop precisely in the framework of the Euroregions.

Name of Euroregion Seat
Carpathian Euroregion Presov
Euroregion Kosice - Miskolc Kosice
Euroregion Slana - Rimava Roznava
Euroregion Neogradiensis Lucenec
Euroregion of Ipel’ Sahy
Euroregion Vah-Dunaj-Ipel Nitra
Euroregion of Danube Triple Dunajska
Alliance Streda
Moravian Euroregion Holi¢
Euroregion White Carpathians | Trencin
Euroregion Beskydes Zilina
Euroregion Tatra Kezmarok

For each Euroregion, objectives of activity are specified, particularly the preparation
of the region for European integration processes, economic development, stoppage of
migration of population, development of agriculture, transport, development of regional
infrastructure, harmonization of development projects, protection of environment, joint
prevention of natural disasters, constitution of management, specialised working groups, and
infocentres, establishment of business centres, promotion of cultural activities.

Euroregion Tatra is a full member of the international organisation AEBR
(Association of European Border Regions). The Euroregions of Ipel’, Slana-Rimava, White
Carpathians and Moravian Euroregions are partially engaged in the cooperation with this
organisation.

Of importance for the respective Euroregion is the ability to present quality projects
allowing gaining maximum support from EU for cross-border cooperation — from the
programme Phare CBC.

Regional programmes of development

In the nineties, several regional programmes were elaborated in Slovakia (e. g. The
Development and Layout of Regions in the Danube Area, a Coordination Study of
Development of Slovakian-Polish Border Areas, an analytical study of the geoeconomic
subregion Vienna — Bratislava — Gyor, The Project of Conception of Integration of the
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Slovak Republic in EU, a Proposal for Procedures in the Preparation of the National
Programme for Adoption of Acquis Communautaire in the Slovak Republic etc.).

In addition, it is also necessary to mention the development of the Integrated Plan of
Regional and Social Development of the Slovak Republic. It is a preliminary document of the
National Plan of Regional Development compatible with EU practice. This document is
elaborated for the period of years 2000 to 2001 from the viewpoint of approbation of
financial resources from the revised programme PHARE. A proposal of the Integrated Plan

of Regional and Social Development of the Slovak Republic — P4t I — National

Development Strategy was approved by a decision of the GovernmentAeeording—to—this
decision, four Slovak regions were identified:

region of Bratislava,

Slovakia — South-West, consisting of the regions of Nitra and Trnava,

Slovakia — North-West , consisting of the regions of Zilina and Trenéin,

Slovakia — East, consisting of the regions of PreSov, KoSice and Banska Bystrica,

wherein, for the years 2000 to 2001, districts whose development is lagging behind will be
considered as priority districts within the regions, with stress laid upon the region Slovakia —
East.

3 Decision of the Slovak Government No. 923 of 27 October 1999 to the proposal of the Integrated Plan of
Regional and Social Development of the Slovak Republic — Part I — National Development Strategy. A
completed Integrated Plan was repeatedly approved in the Government on 1 December 1999.
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Il. OBJECTIVES, PRIORITIES AND IMPLEMENTATION
OF THE NATIONAL PLAN OF REGIONAL
DEVELOPMENT OF SR

7 Objectives and priorities of NPRD SR

7.1 Strategical objective of NPRD SR

The National Plan of Regional Development of the Slovak Republic is the essential
programming document of regional development of the Slovak Republic and a condition of
drawing resources from the Structural Funds of EU. Similar types of document are elaborated
in each of the EU member countries.

The main task of the regional policy of the Slovak Republic is a progressive adjustment of
differences between regions, social and economic cohesion and a systematic improvement of
the living standard of the population. Therefore, the strategic objective of NPRD SR is:

To ensure such growth of GDP, while maintaining long-term sustainable
development, that the Slovak Republic will reach the level of 60 to 65% of the average
per capita GDP of EU countries by the year 2006.

The formulation of the strategic objective is based on the assumption that the year-on-
year increment of GDP in current prices on average for the Slovak Republic will move within
the range of 3.0 to 5.0% from 2001. Considering the actual situation of regional
development, the presumed growth in GDP has to be realised under the following decisive
conditions:

- balanced economic and social development of the regions, i. e. full observance of the
principle of equalisation so that support measures attenuate trends toward significant
regional disparities that are the result of different conditions of enterprising in the individual
regions and particularly of their mifroregions, consisting of a hinterland ot towns  centres of
the tertiary and secondary sectors

- harmonious layout and rational utilisation of the whole territory of the Slovak Republic,
particularly by a consistent application of the principle of several centres of urban
settlement and adequate development of rural settlement provided with corresponding
facilities of social and technical infrastructure that should approach the standard of the EU
countries.

3 In 1998, the economic level of regions expressed by the indicator GDP/capita (in PPS in nominal value),
compared with the averge of EU states, was as follows: Bratislava - 105%, Southwest - 41%, Northwest - 38%,
East - 38%.Due to different conditions given especially by accessibility of concentrated markets, structure of
economic basis and educational structure of population, tendencies appear where business entities prefer regions
in the western part of Slovakia, particularly the region of Bratislava that, within internal relations, especially in
comparison with the East region, has a share of GDP/capita higher by 176.0%. Considering the extension of
depressed territories (districts) in the other regions, development still tends to deepening interregional
disparities.
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The constituted polycentric system of urban settlement binds ,,only”“ 54 % of the
population but, according to the situation in 1999, 86.4 % of the total number of 63 723
business entities (legal persons) and 66.5 % of the total number of self-employed persons are
located in 136 towns. From this it is clear that conservation of relatively equally located
urban settlement determines the fulfilment of the condition of a balanced socio-economic
development of the region and is also a factor of the stabilisation of population in rural
settlement situated in an acceptable commuting isochrone (distance).

- Principle of protection and creation of environment so that together with the
economic development of the region the environmental functions of the territory are renewed,
the load of the territory by polluting emissions is reduced, and elements of the system of
environmental stability are supported (protection of climate and air, protection of waters,
waste-handling and elimination of old loads, environmental education). Due to the decrease
of production, effects of adopted measures in the metallurgical and chemical industries and
changes in the structure of the fuel and power base in favour of more refined fuels, the extent
of emissions of sulphur dioxide has decreased by 65%, solid particles by 81%, nitrogen
oxides by 45% and carbon monoxide by 29% since 1989.

Preserved areas account for 22.4% of the territory of the Slovak Republic but a lack of
financial resources represents a potential threat to the protection of specifically preserved
areas and countryside and to the provisions of international treaties.

The considered growth in GDP under the above decisive conditions will be possible
provided that such legislative financial and institutional measures are taken at the nation-
wide level that will create a space for:

- support of enterprise in the regions by regional differentiation of system regulatory and
motivation instruments, particularly in the area of credit, subsidy, tax or tariff and
customs policy of the state,

- transfer of responsibility for the complex development of regions and towns to regional
and local self-governing bodies, with the effective support of territorial bodies of state
administration, and the constitution of efficient mechanisms for coordination of plans and
implementing measures of central bodies and regional self-governing bodies, and a
decentralisation of (planning, managing, financial) instruments to towns, communities
and HTU,

- establishment and support of public and private institutions and interest groups, orientated
particularly to the generation of internal resources ensuring economic growth and
enhancement of the quality of life of regions, urban and rural neighbourhoods,

- ransformation of society to an information society, especially in the area of development
and spread of know-how.

7.2 Development axes, global objectives and specific targets of NPRD SR until 2006

For attainment of the strategical economic objective, from a series of factors
determining a balanced, dynamic, economic and social development of regions those factors
were chosen for the period until 2006 that will affect in a decisive way the structure and
development of the economic basis of regions, and that form together a framework proposal
for priorities of NPRD SR. Four main development axes of NPRD SR have developed from
these factors.

Development axes represent the strategic orientation of NPRD SR:
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In the area of the support of enterprising, this concerns the utilisation, restructuring
and development of the productive potential of regions and enhancement of the
innovative capacity of regions. The objective is to support business activities that, in
addition to the utilisation of own primary resources of the regions, will be focused especially
to the development and foundation of new sophisticated production branches in industry and
in services with a higher share of added value and of a pro-export character. In the interest of
economic and social stability of the regions, support should lead towards maintenance and
strengthening the industrial diversification of the economic basis as one of the decisive
factors of economic prosperity and stability of regions, making them more attractive to both
foreign and domestic investors. The present situation in research and development in the
individual regions and especially the absence of a sufficient number of specialised
institutions dealing with the transfer of new technologies and know-how to productive
industries requires support for the development of the scientific and research basis and the
creation of conditions for regional localisation and development of technological firms and
informational and consulting centres.

In the area of the development of human resources, this concerns especially the
development of human potential and effective utilisation of labour-force resources. A
long-term objective is to enhance the educational level of the population, particularly in
regions with a below-average share of their population with university or secondary
professional education, to incorporate advanced trends in the development of education
through adequate technical equipment of educational institutions, and adaptation of the
professional orientation of graduates to forecast needs of the labour market, especially with
orientation to progressive sophisticated productions and services. During high rates of
unemployment, the mid-term objective is to support active employment policies, including
transition measures for involvement of the available labour force in productive activities,
even under the condition of direct interference of the state in the labour market.

In the area of the development of infrastructure, it concerns the improvement of
accessibility of the regions and additional equipping of their territories with
infrastructure. The objective is to improve conditions of localisation. The primary task is to
modernise the transport infrastructure in multi-modal corridors and to support activities
concentrated to additional equipping of the territory of regions with technical infrastructure
with sufficient capacity reserves (water/waste water removal network, sewage treatment
plant), at least at the level of the Slovak average, with stress laid upon rural settlements.

With regard to present problems of regional development of the Slovak Republic and
assurance of conditions for non-inflation and balanced economic growth of the national
economy, the above development axes were concretized within sectoral and regional
operational programmes in global objectives and specific targets. Under this concretization,
the following global objectives were specified:

1. Creation of effective jobs and decrease of unemployment

2. Support of continuous growth in competitive production

3. Development of the technical and social infrastructure

4. Development of productions and services based on the utilisation of domestic resources
5. Protection and improvement of the environment

6. Rural development and development of multi-functional agriculture.

The content securing of realization of the global objectives has led to their

concretization in the form of specific targets, having a stabilizing and development character
in sectoral and regional operational programmes. The specific targets take into account the
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different conditions of regions, and are focused especially to the solution of weaknesses and
threats to future development, as well as the utilisation of comparative advantages — strengths
of the individual regions, indicated by SWOT analysis.

7.3 Characteristics and focus of sectoral operational programmes

7.3.1 Human resources

At the beginning of the year 1999, the population of the Slovak Republic was 5
393 382. By the end of year this number will have changed to 5 398 657. Dynamics of
growth has been slowing down for 20 years. For the last six years, the population has
increased by only 1.4%.

In Slovakia, the share of women in the total population is moderately higher. Women
account for 51.3% of population — 1 056 women to 1 000 men (situation as of 31 December
1998). This relation only applies to the total population, in the individual generation groups
the representation of men and women alters. For example, in 1970 men moderately prevailed
in the Slovak population up to the age of 24 years, and from the age of 25 years women
started to prevail, while in 1999 men prevailed over women until the age of 42. During the
last two decades, for our population it is characteristic that the ,tree of life* has been
narrowing in the direction to the youngest layers of population as well.

The development of unemployment is related not only to demographic development
and economic dynamics, but also to structural development.

In addition to the high and growing rate of unemployment, large regional
differentiation and large number of candidates for one vacancy, the key problem is long-term
unemployment, where, according to data of the National Labour Office as of 31 December
1999, the share of recorded unemployed persons who were kept on the records of the
individual District Labour Offices for longer than one year was 43.2%.

By making a summary of the strengths, opportunities resulting from weaknesses and
threats to the human resources development, a project of the following specific targets was
drawn up:

Specific target: Stabilisation of labour market and decrease of
unemployment in regions whose development has lagged behind for
many years

Support measures:

Re-training, socially purposeful jobs and agreed jobs, publicly beneficial jobs in critical
situations, consultancy network for unemployed persons.

Presumed benefits:

Decrease in number of unemployed, enhancement of custom of using consultancy services.

Specific target: Increase of flexibility of labour market in regions

Support measures:

Ensurance of functionality of housing market, construction of technical infrastructure,
regional, district and local programmes for the support of development of employment and
re-training programmes for harmonization of structure of labour demand and offer;
Re-training programmes for ensurance of interconnection between labour market
requirements and qualification structure of recorded unemployed, projects focused on the
creation of conditions favourable for business activities, inflows of foreign capital,
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restructuring of industry and development of regions, programme for the development of
industrial parks, industrial areas and duty-free zones, programme for creation of job
opportunities in self-employed and cooperative system, with the goal of absorbing the
unemployed by labour market; project of enhancement of employability and flexibility of
labour force through cultivation of qualification and skills.

Presumed benefits:

Decrease in the number of unemployed persons;

Decrease of tension between labour offer and demand;

Increase of interest in re-training, with the view of changing the qualification structure of the
unemployed;

Intensification of cooperation between labour offices and the recorded unemployed.

Specific target: Support of marginalized groups

Support measures:

Creation of jobs for the long-term unemployed, for young people;

Re-training focused on employment in particular jobs;

Individual counselling for the unemployed in searching employment possibilities by
counsellors of public employment services;

Creation of protected jobs for citizens with altered working ability and citizens with altered
working ability with a more serious handicap;

Programmes for employment of the long-term unemployed;

Programmes for employment of young people;

Programme for the activation of the recorded unemployed with altered working ability on
labour market, with the view of reducing the scope and structure of unemployment of
discriminated participants on labour market.

Presumed benefits:

Enhancement of employment of groups of discriminated participants in labour market;
Cooperation of the educational system and the employers” sector in the preparation of
curricula; harmonization of social, individual and economic needs in vocational preparation,
development of vocational counselling and guidance in re-training, and employment of
discriminated groups of participants in labour market, information centres for handicapped
citizens about their possibilities of employment;

Development of education in the framework of a ,,second chance* for young people without
qualification, older citizens, women re-entering the labour market after maternity leave.

Specific target: Support of development of the educational system

Support measures:

Development intentions of research in social, exact and natural sciences;

Intensive cooperation in the area of the programmes PHARE, SOCRATES, LEONARDO,
the 5™ Framework programme;

Foundation and development of general training;

Building information systems, utilisation and education in the areas of multimedia, Internet,
educational support services, forms of whole-life education, preparation of education in
compliance with the progress of restructuring of economy, employees’ education
subprogrammes;

Increase of willingness of state administration to help in financing all levels of education and
science; projects aimed to the support of science and development, projects aimed to the
development of education and science networks;
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Connection of education to European trends, interconnection of education between schools
and business environment.

Presumed benefits:

Improvement of qualification level of population;

Revival of the development of science and research, intensification of contacts among
educational, scientific and production entities;

Improvement of structure of the population being educated; institutional and personnel
upgrading of public services of employment for providing qualified individualised services;
Creation of conditions for whole-life education in the area of information technologies,
formation of instruments of active labour market policy aimed to influencing the labour force
offer.

7.3.2 Industry

The share of industry in the formation of GDP in 1998 stood at 28.2% (in 1995,
32.2%) while more than 30.0% of all employees in the national economy worked in industry.
The key branches of the Slovak industry are metallurgical, chemical, foodstuffs and power
engineering industries.

The very low dynamic of growth in industrial production is affected by the
development of the relation between labour productivity and real wages because this relation
influences the competitiveness of industry on foreign markets (as a result of the fact that most
Slovak exports are based on the price competitiveness of non-sophisticated products).

From the viewpoint of performance of industrial production, the regions of Bratislava,
Kosice and Trencin have the leading position among Slovak regions. In the territory of these
regions, more than 56% of industrial production was manufactured in 1998. This witnesses to
the high concentration of industrial production. This is a result of the level of economic
potential of the individual regions, as well as of structural deformations within industry.

The sectoral operational programme is devoted to one main idea — the need for
restructuring industrial production with the goal of achieving growth and competitiveness on
the European as well as on the world market, with emphasis on the integration efforts of
Slovakia.

The main purpose of restructuring industry is the growth of competitiveness, with
emphasis on efficiency, while considering of regional disparities.

Since 2006, the most important areas of restructuring are: to create effective job
opportunities in this sector, liberalise the business environment also for the entry of direct
foreign investments, support the development of small and medium-sized enterprising,
support science, research and development, develop the infrastructure and ecology, ensure
balanced regional development, and accept the need for implementation of a fundamental
reform of the Slovak economy.

After the launch of the reforms in 1990, industrial production experienced a steep
decrease due to the loss of East markets, low competitiveness of production, as well as the
shutdown of most industrial production capacities. In the period from 1995 to 1998, GDP
produced by industrial production increased by 119 %, which represents an increase lower
than the whole of the Slovak economy. Total share of industrial production in added value
decreased from 24.8% in 1997 to 24.5% in 1998. In 1997, 573 431 employees worked in the
whole industrial sector (28.5 % of total employment) and by the end of 1998 their number
decreased to 554 420 (28.1 %). The indicator of labour productivity in industrial production
is developing relatively favourably. The highest labour productivity is reached in the
industries highly dependent on input materials and the lowest labour productivity is in the
clothing, leather and textile industries.
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Specific target: Restructuring, microeconomic adaptation and
stimulation of the development of business

Support measures:

Liberalisation of business environment, attraction of DFI (direct foreign investments),
support of SME, promotion of research and development, development of infrastructure and
ecology.

Presumed benefits:

Increase in the number of competitive enterprises; Growth in employment.

Specific target: Support of investments and allocation mechanisms
enhancing long-term competitiveness and creation of effective jobs

Support measures:

Liberalisation of business environment, liberalisation and general prioritization of direct
investments;

Complex information system for the needs of investors in Slovakia;

Location and economic-environmental analysis of optimal types of economic activities in
industrial parks, analyses of environmental loads of existing production structures;
Acceleration of the settlement of property rights on land designed for industrial park
foundation;

Consultancy help to communities / towns / and regions in drawing up quality projects, with
stress on elimination of factors threatening the performance of contract obligations.

Presumed benefits:

Increase in dynamic of investment, tax benefits, creation of new primary and secondary jobs,
engagement of local enterprises in export, relation of the new-created added value from
investments to total added value.

Specific target: Stabilisation of business environment and its
continuous improvement

Support measures:

Continuous strengthening of conceptuality and complex nature of economic policy,
particularly of its market-neutral components;

Acceleration of the application in the practice of results of approximation process within the
accession to EU.

Presumed benefits:

Increase of the share of SME in outputs of economy, as a bearing component of national
economy

Specific target: Promotion of sales with special regard to exports

Support measures:

Maximization of export sales from existing capacities and productions for the needs of
formation of resources for the transfer of exported commodities to the group of commodities
competitive through quality;

Introduction of integrated data base of WTO,;

Consultancy in the area of trade and gaining a market position for small and medium-sized
enterprises;

Participation of industrial enterprises in exhibitions and fairs, support of industrial enterprises
developing cooperation with research and universities, BIC, RIC in creating the business
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environment and enterprises for introducing information technology systems such as Internet
and others;

Support of industrial enterprises with production based on processing domestic raw materials,
and their market competitiveness.

Presumed benefits:

Progressive decrease of the share of low quality productions, unsaleable on markets; increase
of the share of innovated products;

Engagement of local enterprises in export, increase of the share of newly-produced added
value from investments in total added value.

Specific target: Support of financial competitiveness

Support measures:

Enhancement of efficiency of granting loans, guarantees and contributions, with stress on
their transparency;

Foundation of alternative capital associations (credit regional cooperatives and funds );
Complex development of e-business;

Open data base of non-payers available to the public;

Guidance and consulting services in the area of financial management.

Presumed benefits:

Decrease in inter-company indebtedness;

Simple access to investment resources;

Development of diversified non-banking forms of financial service for the business sector;
Solution of financial situation of enterprises having only regional importance;

Capital market development;

Generation of new financial forms for small and medium-sized enterprise (e. g. credit
cooperatives); successive introduction of new forms of financing trade - e-business;
Establishment of a network of guidance and consulting services in the area of financial
management.

Specific target: Continuous growth in competitive production and
services with a special regard to small and medium-sized
enterprises

Support measures:

Improvement of the quality of legislative and administrative environments;

Financial programmes: lower financial load and access to capital;

Enhancement of knowledge potential of managers of small and medium-sized enterprises in
the area of investments, development of production (particularly knowledge in the area of
technologies) and marketing;by completing the education (postgraduate studies, short-term
affiliations);

Completing the educational programmes at all levels (vocational, secondary, University
education) by requested subjects;

Support of participation in international projects and professional activities;

Support of innovative development based on knowledge of domestic R&D;

Support of the transfer of technological information from industrially developed countries;
Support of information systems operating mainly in the area of subcontracting and export;
Support in the area of intellectual property;

Support in improving quality and in the area of certification;

Support for introduction of new computer and communication technologies.

Presumed benefits:
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Increase of the share of sophisticated production in the total volume;
Growth in labour productivity;
Lower energy and material consumption.

Specific target: Utilisation of domestic resources generating
economic growth and permanent competitiveness

Support measures:

Development of productions in the sectors:

Final products of wood processing: cellulose, paper, cardboard, paper-board, furniture,
wooden structures;

Products of glass industry: glass fibres and related products, technical glass, useful glass,
mineral fibres, vacuum bottles;

Products of manufacture of building material: Portland cements, refractory products,
ceramics;

Products of magnesite.

Presumed benefits:

Increase in the volume of production based on domestic raw materials;

Decrease in the volume of exports of unprocessed raw materials ;

Growth of employment, particularly in the problem areas.

Specific target: Enhancement of efficiency of power economy and
development of communal power engineering

Support measures:

Programmes and projects aimed to the support of savings in energy and the utilisation of
renewable sources of energy;

Enhancement of reliability of energy supplies in regions;

Measures towards a continuous reduction of unfavourable effects of power production and
consumption on the environment, to the support of economically effective development
(using price and tax instruments) of co-generation units for the production of heat and electric
power, aimed to optimum energetic utilisation of primary sources and the constitution of
efficient means of regulation of centralised heat supply systems at the regional level;

Creation of conditions at regional level for utilisation of all competitive energy sources for
heat production, including renewable sources, in order to achieve maximum self-sufficiency
of heat resources in the respective region;

Gradual transfer of competencies in the preparation of territorial energy conceptions to
bodies of regional and municipal self - government;

Measures promoting competition in the area of production and supply of power by successive
opening of possibilities to choose supplier.

Presumed benefits:

Volume of savings in fuels and power;

Reduced amount of emissions.

Specific target: Building and improving quality of commercial
distribution networks

Support measures:

Creation of a functional legislative framework, promoting sales of quality and competitive
products of Slovak origin, implementation of programmes for the support of SME.

Presumed benefits:

Growth of the volume of sales in all types of trade;
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Elimination of grey economy at retail level;
Increase in the number of jobs (inclusive of businessmen in the area of trade);
Enhancement of regional potential, formation of a balanced internal market.

Specific target: Building and development of industrial parks

Support measures:

Formulation of legislation for the foundation of industrial parks and Act on Industrial Parks
and Zones;

Programmes of financial and property support in relation to the community;

Formation of stimulating instruments;

Definition of the relation of state administration and self-government in founding and
managing industrial parks;

Development of integrated infrastructure for the preparation for localization of industrial
parks, in cooperation with public and the private sectors.

Presumed benefits:

Development of production-innovative networks (interconnection and utilisation of science
and research with production); creation of new effective jobs;

Involvement of all actors in the region — initiative and participation;

Improvement of the allocation of industrial activities and foreign investments;

Extension of foreign and domestic division of labour and technology transfers;

Enhancement of competitiveness of territorial units;

Stabilisation and development of business environment;

Enhancement of qualification of labour force.

7.3.3 Multi-functional agriculture and rural development

An analysis of agriculture, foodstuffs industry and rural areas showed that the whole
sector have gone through important changes since 1989. Impacts of the economic
transformation on agriculture were stronger than on other industries of the national economy.
At present, the produced real added value reaches approximately 65% of the level of the year
1990, also due to the differentiated price development.

The number of employees in agriculture and the share of agriculture in the formation
of GDP has increased considerably. A persistent problem of most agricultural enterprises is
low profitability and high indebtedness. Particularly, required investments were reduced, as
a result of which the restructuring process slowed down.

In the foodstuffss sector, in spite of the decrease of production capacities within the
process of transformation (privatisation, bankruptcies, liquidation of state enterprises), there
are excessive capacities with regard to domestic demand.

Actual reasons for the problems of agriculture and foodstuffs production are identified
as follows:

- The present situation of Slovak agriculture and the foodstuffss industry largely reflects
the quality of the existing development of the whole national economy;

- Unadequate efficiency of applied measures and tools of agrarian policy;

- Unclarified institutional structure of national economy, including that of agriculture, as
one of its components;

- Instability of the business environment;

- Undeveloped and non-transparent capital and financial markets as a result of low foreign
investments, particularly in the foodstuffs industry;
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- Low productivity and high costs of inputs due to the rise in prices have caused agriculture
and the foodstuffs industry to become ineffective;

- Unclarified legal issues of the utilisation, disposal and registration of land property;

- Non-functioning land market;

- Low rate of income;

- Insolvency of the original production business sector and of related segments of
foodstuffs vertical;

- Underdeveloped financial infrastructure adapted to specific conditions of agricultural
production;

- Undercapitalisation, low level and slow rate of modernisation of agriculture and the
foodstuffs industry;

- Problems with sales of agricultural and foodstuffs products caused by low purchasing
power of the population as well as unsettled customer relations and inappropriate system
of state intervention in agrarian market, underdeveloped distribution system and absent
promotion of sales of domestic foodstuffs by public institutions;

- Progressive devastation of agricultural land and cultural nature of the country;

- Low responsibility of new owners for land;

- Deterioration of wage parity of the industry and absence of efficient measures for
ensurance of alternative employment in the country;

- Inadequate attention paid to environmental impacts of agricultural and foodstuffs
productions;

- Inadequate attention paid to education in the country and in agriculture.

Objectives of the operational programme are concentrated in 3 specific areas for the
purpose of the development of investment in agriculture and rural development.

Specific target: Sustainable development of rural areas

Support measures:

Foundation of microenterprises dealing with economic activities — local crafts, services and
tourism,;

Support to small production enterprises dealing with foodstuffs processing;

Creation in the individual rural areas of so-called ,,farming relief™, i. e. education, training,
communication with R&D institutions and establishment of ,,soft” infrastructure connected
with agricultural and environmental activities;

A focus on the network of financial services designed for microenterprises;

Different initiatives aimed to rural development;

Conservation and utilisation of its cultural potential.

Presumed benefits:

Reduction of migration of population from rural areas;

Job opportunities, especially for young people;

Improvement of structure of the population — diversification of population;

Enhancement of living standard of population — increase of pensions;

Territorial development and relation of population to the territory/to the environment;
Development of housing construction, technical and social infrastructure;

Enhancement of competitiveness of rural areas against urban territories;

Preservation of cultural identity and traditional cultural values.
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Specific target: Development of multi-functional agriculture

Support measures:

Investments in agricultural enterprises, development of vegetable production depending on
natural conditions, development of animal production from the viewpoint of specialization,
foundation of sales associations of producers, coordination of agriculture with intentions of
the Joint Agricultural Policy of EU, in the orientation of the agricultural sector, legal and
institutional areas, orientation to harmonization of the utilisation of agricultural land in the
regions whose development is lagging behind, orientation to the transfer of biotechnology,
progressive and systematic application of commercial instruments, organisation of
agricultural market — development of monitoring, reporting and information systems.
Presumed benefits:

Clarification of the orientation of agricultural development in compliance with territorial
potential of the country;

Definition of the structure of agricultural production in compliance with the Joint
Agricultural Policy of the European Union,;

Attainment of compliance between agricultural development and the sustainable
development; stabilisation of jobs in agriculture;

Stabilisation of the young generation in this sector;

Interest in agriculture in areas whose development is lagging behind.

Specific target: Enhancement of competitiveness of foodstuffs
industry

Support measures:

Orientation to strengthening competitiveness of the agricultural and foodstuffs sector on
domestic and foreign markets;

Modernisation and technological innovation in the sector of food production aimed to the
industries and branches proving competitive advantages;

Concentration of food production with the view of enhancing labour productivity and
competitiveness;

Restructuring of foodstuffs industry;

Strengthening of marketing infrastructure of the agricultural and foodstuffs sector (with
enhancement of the participation of original producers in the distribution system and
introduction of a public institution for promoting the sales of domestic producers);

Entry of the foodstuffs industry into the network of supranational distribution networks (to
build stable and favourable conditions for the entry of domestic products into these
networks);

Production and export of exportable products (flexible application of commercial instruments
for the external protection of domestic market in terms of legislation in force, including an
information system monitoring imports and their effect on the application of domestic
products on our market, and the improvement of infrastructure of foreign trade in agricultural
and food commodities, inclusive of the utilisation of support and insurance schemes of
Eximbank);

Strengthening of domestic sectoral research and the educational level of employees in
agriculture and foodstuffs industry;

Capital connection of agricultural original production and foodstuffs processing entities.
Presumed benefits:

Improvement of processing and saleability of agricultural products;

Specification of the structure of foodstuffs industry;

Enhancement of labour productivity, creation of job opportunities;
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Attainment of a partial application of the European standards of quality, hygiene and of ISO
9000 quality standards;
Increase of interest in entry of foreign capital in the foodstuffs industry.

7.3.4 Transport and telecommunications

There are territories in Slovakia where the technical infrastructure exceeds the level of
the Slovak average and approaches the EU level. A territory whose transport and technical
infrastructure does not meet the basic requirements is a bottle-neck and a limiting factor of

territorial development, particularly of the Slovak regions whose development is lagging
behind.

Railway transport

At present, in the Slovak Republic there are only nation-wide railways that also
participate in regional transport. As of 31 December 1998, the total length of lines of the
Slovak Railways was 3 665 km, of which 1433 km electrified.

The capacity of rolling stock exceeds operating needs of the railway. A serious problem
of rolling stock of the railway transport is its technical and moral wear. Wagons have a high
rate of failure, high operating and maintenance costs. They do not meet requirements on
travelling safety and culture. The Slovak Railways do not have a stock of passenger wagons
for international transport meeting the requirements of the International Union of Railways
(UIC — Union Internationale de Chemins de Fer).

Combined transport

The railway lines of the Slovak Republic, being mostly identical with the lines covered
by the European Convention on Important International Railway Routes (AGTC), were
included in the European Convention on the Most Important Lines of the International
Combined Transport and Related Structures (AGC). This basic system was completed by the
railway junction Leopoldov — Galanta and by links with connections to the border-crossings
in Rusovce, Devinska Nova Ves, Bratislava. This railway system allows a direct connection
of 4 decisive terminals of combined transport with international importance (Cierna nad
Tisou, Kosice, Zilina, Bratislava) to the European railway system.

As of 30 November 2000, the Slovak Railways had 212 new wagons of combined
transport.

Road and city transport

Regular bus service has a dominant position in the Slovak Republic in satisfying the transport
needs of the population. The share of the state enterprise Slovenska autobusovd doprava
(SAD) in the passenger traffic by public transport accounted for about 87% of total transport
output in 1998. Each of 2 858 communities of the Slovak Republic is connected to the system
of regular bus service.

The situation in the technical basis of regular passenger transport is unfavourable with the
fleet depreciated up to 80% because of a lack of funds.

Road infrastructure

As of 31 December 1999, 295 km of highways and 17 439 km of roads of 1%, 2" and
3 class were in operation in the Slovak Republic. Eleven roads - E50, ESS8, E65, E71, E75,
E77, E371, E442, E571, E572 and E575 — were classified in the system of European roads
type ,,E“ in compliance with the European Convention on Main Roads with International
Traffic. From main international roads in a west — east direction the road E50, in a north-
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south direction the roads E65 and E75, from intermediate international roads E71 and E77
and from branch, deviation and junction roads E371, ES71, E572 and E575 run through the
territory of the Slovak Republic. The main international roads E50, ES8, E65 and E75 are
built on Slovak territory as highways, by which the conditions laid down by the respective
European Convention will be met. The international roads E71, E77, E371, ES71 and E572
are built as motorways.

The technical condition of the road system is monitored within the roadway
management system. The deficient sections of roads of the 1* and 2" ¢lass, in a total length
of 1 463 km, require immediate reconstruction and surface reinforcement. The existing
condition of roads of the 3 class is much worse. This situation is caused by a lack of funds,
since 1992, for repairs of roads.

Civil aviation

The Slovak Airports Administration operates 5 international airports — the Airport
M.R. Stefanik in Bratislava, airports in KoSice, Poprad - Tatra, Slia¢ and Piestany. At these
airports civil transport of passengers, freight and mail is executed. The airports in Slia¢ and
Piestany are operated under a joint agreement between the Ministry of Transport, Posts and
Telecommunications of the Slovak Republic (MDPT SR) and the Slovak Army.

The layout of this network of airports in Slovakia in fact creates favourable conditions
for the economic development of all Slovak regions. The existing capacity of airport
infrastructure provides a sufficient offer to domestic and foreign air carriers for its utilisation.

Water transport

The major carrier and operator of water transport on the Danube in the Slovak Republic
is the company Slovenské plavba a pristavy a.s. Bratislava (SPaP). In addition to inland
navigation, this company executes and also participates in the operations of the international
navigation enterprise INTERLICHTER, seated in Budapest. Moreover, this company ensures
by its own vessels transport services for passengers, transhipment, storage and partially
distribution service by its own means in significant Slovak Danubian public ports —
Bratislava and Komarno. At these ports SPaP provides domestic and foreign carriers with
various services, including the delivery of fuels and collection of waste from vessels.

In addition to SPaP, several other private companies, with a smaller number of vessels
and port equipment, operate in water transport in the Slovak Republic at the present.

Telecommunications

The company Slovenské telekomunikacie a.s. (,,Slovak Telecommunications®) is the
dominant operator of telecommunication services using fixed networks. Slovak
Telecommunications has exclusive rights to provide a voice service in these networks. At
present the density of main telephone stations within the fixed network of the Slovak
Republic is 31%. The Slovak Republic is divided to 4 secondary areas (Bratislava, Zilina,
Banska Bystrica, KoSice) that are subdivided to 25 primary areas (PA). Each PA is further
divided to nodal telephone areas (NTA), each of which has its own calling code.

In the sector of services provided through the mobile network in the Slovak Republic,
two mobile operators — EuroTel Bratislava a.s. and Globtel GSM, a.s. — operate at the
present. The company EuroTel operates the analog network NMT 450MHz and the digital
networks GSM 900 and GSM 1800 MHz. This company covers 98% of the Slovak
population. The company Globtel GSM is the operator of the networks GSM 900 and GSM
1800 MHz and covered 94.8% of population as of 31 March 2000.

At the present time, the telecommunication infrastructure does not reach the level of
developed European countries from the quantitative aspect (especially density of telephone
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network) in some services. In the area of mobile communications, the Slovak Republic meets
the European standard. From the qualitative aspect, the telecommunication infrastructure has
been improved by the introduction of the most advanced technologies.

Broadcasting of radio and television programs for licensees is provided under contracts
or through a network of the transmitters of the licensees.

Specific target: Modernisation and development of transport
infrastructure

Support measures :

Regionalisation of transport, integrated passenger transport system at the level of HTU,
reduction of negative impacts on the environment, harmonization of conditions of
competition on the transport market, ensurance of functionality of the transport system.

. For the solution of aforesaid measures, the following activities are proposed:

For railway transport:

e Modernisation of the line Bratislava - Zilina in the international transport corridor ,,V.a*
with the first stage in the division Bratislava Raca - Trnava (2000 to 2003), the second
stage in the division Trnava - Nové Mesto nad Vahom (2002 to 2005), the third stage in
the division Nové Mesto nad Vahom - Puchov (2004-2007) and the last stage in the
division Ptichov - Zilina (2005 to 2008).

For combined transport:
* Subisizing the transport system RoLa in the form of partial reimbursement of costs of
transport of higher loads of road stock in wagons,

» Direct subsidies for construction and development of terminals of combined transport
with international importance - TCND Bratislava, Sever, Zilina, Kogice,

* Initiation of contacts with operators of combined transport in Austria and Germany to
establish strategical alliances with the view of drawing the flows of combined transport so
that they pass through the territory of the Slovak Republic.

For road and city transport:

* Preparation of a project law modifying and amending Act of the National Council of the
Slovak Republic No. 168/1996 Coll. on Road Transport, as amended, and a project law
modifying and amending Act No. 315/1996 Coll. on Road Traffic,

* Preparation for privatisation of the proposed assets of seventeen state enterprises of the
Slovak Bus Transport.

For road infrastructure:

* Development of a motorway network in compliance with the European Convention on
main roads within lines of international corridors, particularly in the west-east direction
the road ES50, in the south-north direction the roads E65 and E75, as well as the
complementary international roads E71 and E77 and the deflection and junction roads
E571, E572 and E575,

* Interconnection of regional cities and their connection to the capital of the Slovak
Republic -Bratislava,

* Improvement of cyclic nature of roads and reconstruction of roadway surfaces, subject to
the progressive increase of costs, from 2001.
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For civil aviation:

* Searching for a form of cooperation between the airports in Bratislava and Vienna,

* Modernisation of the existing airport base,

» Transfer of property rights from regional airports to the future higher territorial units from
the year 2002, unless they are commercialised in another form with the participation of
the private sector before then.

For water transport:

* Cooperation of MDPT SR with the Ministry of Agriculture of the Slovak Republic (,, MA
SR*) during negotiations with the Hungarian party in advocacy of the Waterworks
(,VD*) Nagymaros, or its substitute, in compliance with the decision of the International
Court of Justice in Haag,

* Launch of the preparation to construction of VD Bratislava - Wolfstahl,

* Further cooperation of MDPT SR with MA SR in the preparation of the water course of
the Vah river in the division Sered’ - Hlohovec and subsequently up to Puchov.

For telecommu nications:

* Introduction of equal and transparent conditions for the development of the
telecommunications market in the Slovak Republic, so as to provide users with quality
telecommunication services for affordable prices and create conditions for accession to
European and international telecommunication structures.

7.3.5 Housing

The development of housing and its financing has undergone a series of changes,
reflected in the number but also in the structure of housing construction. For the period of
years 1948 to 1990, 1 352 779 apartments were built in the Slovak Republic. The structure of
realised housing construction changed considerably as well. In the years 1948 to 1960, the
share of private housing construction was 52.2 %, while the share of state and communal
housing construction was 46.3 %. In the years 1981 to 1990, the share of private housing
construction was 31.1 %, the share of state and communal housing 19.4 %, and the share of
cooperative housing construction was 47.5 %.

After 1990, due to the transformation of the national economy, change also marked
the area of financing of housing development. In the period from 1991 to 1999, housing
construction decreased when 96 486 apartments were completed. This situation is a result of
a lesser engagement of the government in financing housing construction. Engagement of the
population increased only moderately (by 10%) due to its limited economic possibilities.

In the Slovak Republic, 307 permanently occupied apartments fell to 1000
inhabitants in a census taken in 1991. According to the number of households included in the
census (1 931 441) and the number of apartments in 2000 (approximately 1 715 000), about
200 thousand apartments were lacking in the Slovak Republic. For apartment provision to
reach the average level of the EU, the intensity of construction of 5 to 6 apartments per 1000
inhabitants per year is required over a long-term perspective.
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Specific target: Support of housing development in regions

Support measures:

Improvement of quality, extension of useful life, reduction of energy consumption and
operating costs in the existing housing fund by ensuring its complex reconstruction;
Formation of subsidy instruments, tax instruments, price policy instruments and amendments
of related legislation;

Formulation of development intentions of housing in the individual regions;

Territorial strategy for provision of coherent long-term investment decision-making;
promoting the housing development in cooperation with investments in infrastructure: public
water, roads, public transport, social infrastructure;

Preparation of social housing depending on increasing/decreasing needs of particular groups
of the population;

Presumed benefits:

Reconstruction of the existing housing fund, construction of apartments, construction of
apartments for particular groups of population;

Development of technical infrastructure;

New job opportunities;

Multiplication effects on the development of other industries of national economy;

Increase of state budget revenues.

7.3.6 Tourism

Since 1989 a large number of concessions in the sector of tourism were granted.
Hundreds of travel agencies and boarding houses were established, former recreation
facilities and staff quarters were built over to hotels. Slovakia has favourable conditions for
promotion of the tourist industry. Its advantages consist in favourable natural conditions, a
rich history, and transport availability of tourist centres. On the other hand, its disadvantages
are shown in the area of the quality of services provided to tourists.

By its territorial dimension, tourism is becoming a particularly important element of
the development of individual regions.

Specific target: Development of tourism and balneology

Support measures:

Formation of local and regional travel associations;

Development of small and medium-sized enterprises in tourist industry, creation of new job
opportunities;

Promotion of environmentally sustainable tourism;

Extension and development of regional information systems and institutional assurance of
tourism,;

Conservation and utilisation of cultural potential for the development of cultural tourism,
preservation of cultural heritage;

Regional programs and marketing strategies at the level of HTU.

Presumed benefits:

Enhancement of competitiveness of tourism,;

Creation of new forms of tourism adequate to the existing and future requirements of
different target clients;

Improvement of territories by new business activities;

Enhancement of competitiveness of tourism in the European context and increase of growth
in exchange revenues;
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Renewal of dynamics of growth of domestic tourist traffic; growth in the number of foreign
tourists staying for one or more nights.

7.3.7 Environment

The sectoral operational programme of the environment is based on and observes
basic strategical and planning documents in the area of preservation and care of the
environment, particularly the Strategy, Rules and Priorities of State Environmental Policy,
the National Environmental Action Program of the Slovak Republic II, the National Strategy
of the Preservation of Biodiversity in Slovakia, the Action Plan for the Implementation of the
National Strategy of the Preservation of Biodiversity, the Conception of the Application of
Agenda 21 and the Evaluation of Indicators of Sustainable Development in the Slovak
Republic, the Action Plan for the Danube Basin, the Conception of Environmental Education,
the Programme of Waste Management, the Environmental Regionalisation of the Slovak
Republic, the Conception of the Territorial Development of Slovakia II, a project with
approved Rules for the Implementation of the Territorial Development of Slovakia, territorial
plans of regions (large territorial units) of the individual regions, etc.

Binding regulations of territorial layout and functional utilisation of the territory that
are laid down in the binding part of territorial planning documentation constitute binding
regulations for industrial conceptions and are programmes like ROPs and the individual
SOPs.

Specific target: Conservation of nature and landscape

Support measures:

Preservation of the most precious parts of natural and cultural heritage;

Completion of the network of preserved areas, observing international criteria;

Connection of scientific programmes with practical care of nature and countryside;
application of available strategical legal, economic and communicative instruments;
Institutional reform of conservation authorities and organisations;

Strengthening and extension of human capacities;

Connection of scientific programmes with practical care of nature and countryside;

Support of traditional agriculture, crafts and tourist industry;

Strengthening of the capacity of institutions dealing with identification of components of
biological diversity.

Presumed benefits:

Regulated and coordinated promotion of the tourist industry and travel in preserved areas;
development of the system of environmental stability of the Slovak Republic — a basis for
ensurance of environmental stability, biodiversity, country diversity and genofund of the
Slovak Republic;

Institutional arrangements in the area of state conservation of nature and countryside,
particularly of national park administrations and preserved area administrations;

Stoppage of the process of biodiversity reduction as a prerequisite for the conservation of
environmental stability; elaboration and implementation of programmes for the preservation
of individual precious or threatened animal species.

Specific target: Water protection
Support measures:
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Implementation of a new Water Act, including EU directives, implementation of programmes
of international conventions in the area of waters — Convention of the United Nations
European Economic Commission on the Protection and the Utilisation of Border Water
Courses and International Lakes, and the Convention on the Cooperation at the Protection
and the Utilisation of Danube Waters;

Decrease of storage of dangerous chemical substances and implementation of prevention
from industrial accidents caused by handling of chemicals; development of an information
system and technical equipping of systems for monitoring and evaluation of waters; solution
of negative impacts of ,,0ld* environmental loads on water sources;

Solution of widespread contamination of waters, which is more difficult to identify than point
contamination;

Completion of technical infrastructure (water/waste network, sewage treatment plant) to
ensure the protection of waters from contamination.

Presumed benefits:

Attainment of a good condition of surface and ground waters of water eco-systems;
Attainment of compliance between set objectives and limits in the preserved areas;
Establishment of a balance between consumption and replenishment of water supplies;
Creation of conditions for providing population with non-contamined drinking water;
attenuation of effects of floods and of lack of water;

Reduction of the quantity of contaminants discharged or penetrating into waters.

Specific target: Protection of air and ozone layer of the Earth

Support measures:

Air protection based on emission limits, the best available technologies, and charges for
pollution;

Harmonization of requirements for refuse incineration with EU requirements;

Observance of emission limits for large sources of pollution;

Building of modern installations for fuel combustion;

Completion of air quality monitoring system of the Slovak Republic in light of EU
requirements; determination and observance of emission quotas for large and medium-sized
sources of air pollution for CO»;

Execution of purpose monitoring of toxic and carcinogenous substances in selected areas of
the Slovak Republic; implementation of the National Emission Inventory System (NEIS) and
a systematic evaluation of emission values within the extent and formats required by
international conventions;

Reduction of emissions of pollutants from transport and small sources causing local air
pollution;

Gasification of small and medium-sized sources;

Enforcement of building co-generation units;

Securing capital funds for reconstruction of the air quality monitoring system of the Slovak
Republic and current funds for its operation in compliance with EU international
programmes;

Introduction of emission quotas; completion of legislative for air protection; enforcing
maximum utilisation of renewable sources of energy in the regions.

Presumed benefits:

Positive development of emissions, concentrations and deposits of pollutants in Slovak
territory.

Progressive attainment of observance of emission limits at all medium and large-sized
sources of pollution in the Slovak Republic; observance of determined emission quotas by
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larger and medium-sized sources of pollution; observance of purposed monitoring of toxic
and carcinogenous substances in selected areas of the Slovak Republic, gasification of small
and medium-sized sources; utilisation of renewable sources

Specific target: Waste disposal and elimination of old loads

Support measures:

Application of special regime of disposal of wastes containing PCB and PCT, application of
special regime of disposal of sludge from sewage treatment plants, application of special
regime of disposal of wastes of animal origin, application of special regime of disposal of
other selected types of waste (such as building waste, electronic waste, communal waste,
waste from packings etc.), environmental education of population aimed to separated
communal waste collection;

Development of waste collection system and construction of equipment for processing
different types of waste;

End of operating dumps with special conditions;

Reconstruction of old dumps;

Construction of lacking dumps of solid communal waste (TKO).

Presumed benefits:

Prevention of waste generation, maximum utilisation of wastes, reduction of the share of bio-
degradable organic waste in dumps, limiting dangerous properties of dangerous wastes,
neutralisation/disposal of unusable wastes in ways friendly to environment; disposal of
wastes only in dumps meeting technical requirements, decrease of risks from old dumps.

Specific target: Environmental education

Support measures:

Implementing new environmental education system at all types of schools, introduction of
environmental education system at the level of out-of-school facilities, enhancement of
environmental awareness of all groups of population, building-up of system of environmental
education centres in regions and of environmental centres in some parks and chosen
preserved areas, collaboration with the sectors of education, science and other sectors and
entities in improving the content and methods of environmental education at all types of
schools, introduction of a uniform system of environmental publicity and advertising
controls, development of systems of consumer information on environmental quality of
products and propagation of environmental identification, coordination with other product
identifications, making available the European model of environmental identification of
products introduced in EU countries to Slovak entrepreneurs.

Presumed benefits:

Establishment of centres and network of centres specializing in environmental education;
Enhancement of environmental awareness of population;

Improvement of the preparation of professionals in the area of environment, extension of the
system of environmental publicity and advertising control;

Adoption of systems of consumer information on environmental quality of products;
building-up environmental education centres and information centres of conservation of
nature and countryside.
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7.4 Characteristics and focus of regional operational programmes

The elaboration of regional operational programmes was based on a uniform
methodical consultancy where objectives were laid down within the basic development axes
and in their framework main priorities were specified. We must point out that this part mostly
includes the decisive priorities which may considerably participate in the solution of
problems of regional development (a review of all priorities is provided in the documents
elaborated at regional level that are attached to this Plan in the form of an annex).

7.4.1 Region: Bratislava (BA)

Summary characteristics of the region

The development of the region of Bratislava is particularly determined by its position
in a wider Central European or even European context. The region is situated at the junction
of important geographical units and it is crossed, or it lies in the proximity of several
multimodal corridors of European importance. It is situated on the European water course
Rhine - Mohan - Danube.

It spreads over a total area of 2 053 km’. At the end of 1999, 617.0 thousand
inhabitants lived in the territory of this region, which represents 11.4% of the total Slovak
population. The region has the character of urban settlement — up to 85 % of population lives
in urban areas. The population of the region is represented by 72 municipalities. of which 7
have the status of a city. The prevailing and determining city of the whole region of
Bratislava is Bratislava city, accounting for approximately 69 % of the total population of the
region with an average density in the region of 301 inhabitants per km? and in the Bratislava
city with average density of 1218 inhabitants per km®.

In 1997, gross domestic product of the region was formed in the volume of 169 415
mil. SKK, i. e. 4 446 mil. ECU. The share of the region in GDP of Slovakia was 26 %. In
purchasing power parity (PPP) per inhabitant of the region it represented 19 872 ECU, which
corresponds to 105% of the EU average.

The territory of the region of Bratislava, due especially to Bratislava city, has the
largest share of the population with a university education. According to a census taken in
1991, 55% of its inhabitants have secondary and university education, of which almost 22%
with university education.

The number of the economically active population was 335.8 thousand persons in
1999, which presented a rate of economic activity of 82.9% of the population in productive
age, and a rate of economic activity of 16.5% of population in post-productive age.

26.0% persons were employed in the production sector, of which 20.7% worked in
industry. Within industry, industrial production is represented by 65.7%. Within the structure
of industrial production, the largest employment was in production of foodstuffs and
beverages, production of transportation devices, production of electrical and optical
instruments, in publishing and press.

In the districts situated out of Bratislava, the core of employment lies in the primary
sector. 15.4 % employees in the district of Malacky, 13.4% of employees in the district of
Pezinok, 13.4% and 16.4% of employees in the district of Senec, work in agriculture.

Transport, posts and telecommunications have the largest share in services (22.1 % of
employees), public administration, defense and social security (9.6 %), education (7.4 %),
real estate, leasing, commercial services, research and development (7.3 %).

Summarily we can state that for a share of 11.4% in Slovak population, the region of
Bratislava concentrates 27 % of registered domestic enterprises and up to 52.0% of foreign
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enterprises. The region participates in the industrial production of the Slovak Republic by
26.6%, but only at a share of 15.4% in industrial employment. Labour productivity exceeds
the nation-wide average by 185% and average wages by 131.8%. In the region of Bratislava,
56.1% of investments are concentrated and 34.6% of the volume of building production of
the Slovak Republic are executed. An important factor is the high concentration — 44% of
research capacities and 45% of students at universities. Net earned income per person in the
region exceeds the national average by 121.2%. The rate of unemployment moves within a
range of 4 to 5 % and is the lowest in the Slovak Republic.

Bratislava city has the dominant position in the economy of the region and the
structure of its economic base determines the economic profile and economic level of the
whole region.

SWOT analysis{®

Strengths

e Quality human potential represented by age structure, educational level, economic
activity and flexibility of population.

e Age structure of population of the region of Bratislava is favourable in Bratislava city as
well as in the districts of Malacky, Pezinok and Senec.

e Population of the region of Bratislava is characterized by a high rate of economic
activity. The supposed age and qualification structure of population suggests that
favourable situation in the labour market can be also expected in the future. The region
holds the long-term lowest rate of unemployment.

e The region of Bratislava and the capital Bratislava have very favourable educational
structure of the population, with a share of 22% of population with university education
and 33% of population with secondary education.

e In theregion, a significant economic potential, with a science and research basis,
concentration of educational institutions and participation of foreign capital, is
concentrated.

e The sectoral structure characterised by the structure of employment is marked by a
tertiary sector share of 72.9 %. Industries of market services have the largest share of
employment within the tertiary sector (67.4%).

e The economic basis with its multi-sectoral structure has provided fast growth in
entrepreneurial activities of domestic and foreign entities. In comparison with the year
1993, the number of foreign entities increased by index of 165.6, with invested capital of
16.2 billion SKK. The number of domestic business entities increased by index of 163.3
%. 64% of total foreign investments in Slovakia are concentrated in the region
of Bratislava.

e The structure of population with a dominant ,,core city and developing urban centres of
subregional importance (Malacky, Pezinok, Senec, ’gamorin), with a differentiated system
of rural population with local centres.

e Position (geographic) potential with founded transport infrastructure and links to
economic centres of the Slovak Republic and to important international centres in the

33 Analysis and characteristics of the level of social and economic development of Slovak regions are based on documents
elaborated within the ,,Special Preparatory Programme for EU Structural Funds in the Slovak Republic — Priority Al:
National Programme for the Introduction of Regional and Structural Policies, preparatory stage ",,Collection of Basic Data
and SWOT Analysis“ (project SR 9808 — 04 — 01/0001, September 1999). In addition, it is based on results of projects
executed within the programs PHARE, VISION PLANET, works on the Integrated Plan of Regional Development and other
documents related to the examined problems.
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contact area with Austria, Hungary, Czech Republic and EU countries in the subregion
Vienna — Bratislava — Gyor.

Natural potential consisting of natural resources (mineral deposits, drinking water, quality
agricultural land, forest fund) and important country components (Small Carpathians,
plain of Zahorie and Danubian plain, Danube, Moravia, meadow forests and water
streams), including the proximity of the waterworks in Gabc¢ikovo as potential activity for
promotion of the tourist industry;

Favourable geomorphologic and climatic conditions without distinct natural barriers
allow universal territorial development;

Cultural potential consisting of cultural monuments and important cultural institutions,
such as the Slovak National Theatre, the Slovak National Museum or the Slovak National
Gallery.

Weaknesses

Possible ageing of population with impact on reduction of own resources of labour force.
High energy consumption of industrial production with impact on imports of energies and
transport, as well as with a high share of intermediary consumption and relatively low
share of added value.

The distribution of job opportunities in the territory of Bratislava is rather unfavourable.
The downtown concentrates a large number of job opportunities (approximately 30%)
whereas only 10.6% of the total number of its inhabitants live there. The number of
inhabitants in the centre of Bratislava is continuously decreasing.

Overloaded transport infrastructure with a negative impact on the environment and health
condition of population.

Lack of apartments and social amenities.

Unilateral economic migration: Bratislava and region of Bratislava — Austria.

Extent and configuration of sources of pollution of the country environment (emissions,
wastes) - soil, water, air.

Occupation of land and forest fund due to extensive development of urban environment,
transport system and infrastructure.

Reduction of the scope of scientific-research activities, particularly in the area of applied
research directly connected to different branches of industry. Insufficiently used
intellectual capacities of universities.

Awareness of conditions of enterprise and localisation of investments is inadequate, both
on the part of public administration and commercial/industrial institutions. Information is
not complete.

Focus and priorities of ROPs

The conclusions of the analysis were used by local and regional actors who, from the

aspect of the utilisation of comparative advantages of the region, came from its strengths and
opportunities, from the need to solve problems resulting from weaknesses and threats to
regional development and proposed in individual areas the following specific priorities
according to the main development axes:

a) Utilisation, restructuring and development of productive potential of the region

In addition to the aforesaid facts, the position and the importance of productive

potential of the region can be characterised as follows:
In export performance of the region, industrial production with a share of 81.4% and
production and power, gas and water supplies with a share of 18.2% prevail;
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In 1999, the number and the structure of business entities, including small and medium-sized
enterprises in the territory of the region, were represented by 22 478 legal persons (27.0 % of
the Slovak Republic) and total number of 53 204 business natural persons registered in the
region, of which 94.8 % (50 441 persons) were self-employed.

The industry of the region has a diversified structure with prevailing chemical,
engineering and foodstuffs industries. The adaptation of industrial enterprises in the region
goes on without significant negative impacts on employment. The presence of foreign capital
(from 17 to 100%) in core industrial enterprises, stabilized production programmes and
enhancement of competitiveness of the business environment create conditions for
development opportunities and maintenance of the importance and position of the region in
the Slovak economy.

The construction industry of the region is marked by a decrease in domestic building
production and a decrease in the volume of construction works abroad. In 1999, building
production executed by own employees decreased by 38.4 % against the previous year. The
volume of building production of the region accounts for 34.6% of total production of the
Slovak Republic.

The volume of investments allocated in the region by the end of the year 1999
represented total amount of 152 920 mil. SKK and was the largest in the Slovak Republic,
accounting for 55.2% of nation-wide volume. The sector of chosen market services /CMS/
participates in nation-wide sales by 63 %.

For the solution of above and other problems within this development axis, the
following decisive specific targets were chosen:

Specific target: Restructuring and stimulation of business
development

Support measures:

Creation of conditions for the entry of direct foreign investment and development objectives
in the area of engineering, chemical, foodstuffs and electronic industries, intensive
cooperation of industries with a scientific and research basis, reduction of energy
consumption and negative impacts on the environment, transfer and introduction of new
technologies, modernization and enhancement of the quality of production and services for
enterprises;

Foundation and development of small and medium-sized enterprises with high added value,
particularly in the area of information technologies, biotechnologies and services for
industry;

Expansion of cross-border business activities and development of regional business
networks;

Establishment of an innovation centre;

Re-training of labour force and educational preparation in compliance with the course of
restructuring.

Presumed benefits:

Enhancement of competitiveness and development of industries with a higher share of added
value;

Creation of about 3 000 new job opportunities in the engineering and foodstuffs industries;
New technologies in chemical-rubber enterprises with a volume of approx. 15 billion SKK;
Development programmes in automotive production with a presumed amount of investments
of about 12 billion SKK;

Development of information networks and stimulation of innovative enterprises;
Enhancement of the quality of management and enhancement of the effect of marketing.
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Specific target: Building and development of industrial parks

Support measures:

Preparation of territory (land purchase, territorial planning documentation, infrastructure) for
the entry of domestic and foreign investors;

Programmes of financial support for building industrial areas and parks;

Formation of favourable stimulative instruments (taxes, deductions, duties);

Exchange of regional and cross-border knowledge and experience in building parks;
Development of information infrastructure for the preparation of industrial parks projects;
searching for contacts and financial resources.

Presumed benefits:

Allocation of business and foreign investments in the region;

Connection of the scientific-research basis to production;

Enhancement of competitiveness of the region;

Creation of effective jobs and enhancement of qualification level of labour force;

Building an industrial park in the region of Zahorie (Silicon Valley), with creation of 1 200
jobs;

New plant in Lozorno (Plastik Omnium France), with creation of 450 job opportunities;

Area for Pepsi Cola production in Malacky with 100 jobs;

Modernisation of product and service technologies;

Rise in labour productivity and added value;

Expansion of finality, quality, competitiveness and export of products;

Enhancement of image of region and of the possibility of extension of territorial cooperation;
Extension and improvement of commercial network, hotel accommodation (Carlton)
and administrative premises.

Specific target: Growth in competitive production and services
from the viewpoint of the development of SME

Support measures:

Adaptation of financial and legislative conditions for the support of SME development,
including the entry of ,,high-tech®;

Development of the structure and allocation of SME, preferentially in the districts of
Malacky, Pezinok and Senec;

Development of SME based on innovations and transfer of technologies;

Small trade in the sector of crafts and services, preferentially in the districts of Malacky,
Pezinok and Senec;

Counselling and information network, building incubators for business network;
Self-employment business-making, establishment of a regional microcredit fund;

Introduction of quality management systems (ISO 9 000) and environmental management
systems (ISO 14 000);

Development of modern types of productions and services with high added value;

Presumed benefits:

Increase of share of SME in enhancement of competitiveness of production and services in
the region;

Stabilisation and development of business environment.

Specific target: Development of multi-functional agriculture

Support measures:
Stabilisation of the decrease of cultivation areas and farm animal breeding;
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Protection of agricultural land, more intensive utilisation of irrigation and reconstruction of
machinery fleet;

Development of traditional and non-traditional vegetable production and restoration of
orchards and vineyards;

Development of sales centres and storage capacities;

Technological development of foodstuffs industry and production of eco-foods;

Increase in labour productivity and competitiveness of foodstuffs production.

Presumed benefits:

Increase of agricultural production and job opportunities in countryside;

Enhancement of competitiveness of agricultural products;

Preservation and reconstruction of country-like nature of rural areas;

Benefits for environmental stability of the countryside and rural areas.

Specific target: Development of tourism and balneology

Support measures:

Complete the network of accommodation, boarding and sport/recreational capacities;
Complete and connect local cycling path to the international Danubian and Moravian cycling
path;

Extend and complete border crossings on the border with Austria and extend services for
tourists on highways and international roads;

Develop congress tourism and rural tourism,;

Enhance the range and level of provided services in compliance with the European standard;
Build information centres and territorial orientation system, establish tourist associations and
improve marketing;

Designate centres of concentrated tourism in connection with existing conditions, objectives
and plans for the future;

Use geothermal waters for promoting the tourist industry (thermal swimming pools);

Preserve cultural heritage, particularly cultural monuments;

Dedicate increased attention to the protection of health and property of domestic and foreign
tourists;

Increase the intensity and the quality of cultural events in the territory of Bratislava city.
Presumed benefits:

Extension and improvement of the range of tourist services;

Enhancement of competitiveness of the region in the Central European territory;

Stabilisation and increase of the domestic and foreign visitor rate;

Increase in employment, development of complementary services and increase in sales of
restaurants;

Increase the number of nights spent in accommodation facilities of the region by 15 to 20%
in comparison with the year 1999;

Construction of the Olympic Centre in Senec —centre for the preparation of top sportsmen
with the possibility of utilisation for general public;

Completion of infrastructure of tourist industry in the area Bratislava — VD Gabc¢ikovo for
recreational and sport activities;

Enhancement of attractiveness of destinations of cultural tourism.

b) Increase in innovative capacity of regions

For the support of development in this development axis, optimal conditions in the
network of educational and scientific-research institutions, concentrated mostly in Bratislava,
are created in this region.
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In the area of university education, the region has the dominant position within
Slovakia, whereby in the territory of Bratislava there are 5 universities with 24 faculties
frequented by 40% (36 062) students of full-time studies from total number of students in the
Slovak Republic. Another 7.5 thousand are external students.

In the framework of the development of science and technology, a significant number
of institutions dealing with research and development in Slovakia are situated in the region,
where up to 43% of the total number of 307 institutions of the Slovak Republic are localised,
especially in Bratislava.

No specific target was set to support the enhancement of the innovative capacity of
the region, in spite of the fact that the region of Bratislava has pre-requisites and conditions
for the execution of the function of diffusing innovations in other Slovak regions as well.

c) Cultivation of human potential and effective utilisation of
working potential

The development in the number of inhabitants of the region has shown a declining
tendency since 1999 due to decreasing natural increments of population. A change in the
development of the population also showed in the migration of population from the region
when in 1998, in spite of positive results achieved in districts of a rural character, where
increments in the number of inhabitants were achieved, the decrease in the number of
inhabitants for the whole region could not be reduced.

The age structure of the population of the region is relatively favourable, but from the
viewpoint of past trends it is deteriorating — population grows old. In comparison with the
age structure of the Slovak population the situation is less favourable, particularly in pre-
productive and post-productive age. The average age of 36.72 years is the highest in
comparison with Slovak regions (SR 35.10 years).

In 1999, the rate of economic activity of the population in productive age of 82.9 %
and the rate of economic activity of population in post-productive age of 16.5% was
recorded.

In 1999, the share of the region in the total employment of the Slovak Republic was
27.0%. The prevailing sector that provided employment in the region was the tertiary sector,
in which 72.3% of employees worked (in Bratislava up to 73.8%).

As the area of human potential and the effective utilisation of working potential forms
one of the major strengths of the region, no specific targets were proposed in this area.

d) Improvement of accessibility of the region and complex provision
of the territory with decisive facilities of social and technical
infrastructure

To improve the transport situation in the region it is particularly necessary to complete
highway sectors, build by-passes of the towns of Pezinok, Modra and Malacky, complete the
road from Bratislava to Dunajska Streda and by-passes of the communities Rovinka and
Dunajska Luzn4, transform the railway station Bratislava - Filidlka to a passenger railway
station and execute the presumed construction of "Goods Centre of Freight Transport
Bratislava - Pélenisko". To improve the transport situation in Bratislava, it is necessary to
complete ZAKOS in the founded radial-circular configuration and build up a network of core
transport system of MHD (mass city transport).

In the area of telecommunications, the density of main telephone stations is 50.5%
(number of MTS per 100 inhabitants), while presence of telephone lines in apartments
represents 90.5%.
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In supplying with drinking water the region is relatively high, 95% share of
inhabitants connected to public water mains. 65 out of the total number of 72 communities
are connected to the water supply network..

The region reports relatively high level of waste water disposal with 82% of
inhabitants living in houses connected to a sewage system. In the territory of the region, 26
sewage treatment plants are completed, and 3 sewage treatment plants are under construction.

In the area of power engineering, the region enjoys the required energy media and
related distribution network. In supplying with electric power and natural gas, the region is
not self-sufficient and depends on imports — in electric power to about 75% and in natural
gas to almost 100%.

Tourism is a positive factor in the development of the region, particularly from the
aspect of economic benefits, exchange of information, familiarity with the region, as well as
incentives towards the extension of services. By the end of the year 1999, the region had 100
accommodation facilities with 9,573 beds, which represents 9.3% of the total number of beds
in Slovakia. Bratislava has 7.5% of the total number of beds in the Slovak Republic.

The dominant share (83.2%) in the total number of accommodated visitors within the
region belongs to Bratislava, which participates in the visit rate of foreigners to 88.9%.

By the end of the year 1999, housing, as the basic living condition of inhabitants of
the region, was represented in the total housing fund by 235 097 apartments, of which 98%
(230 697 apartments) belonged to permanently occupied apartments and 2% (4 400
apartments) to non-occupied apartments. A quarter of permanently occupied facilities (57
899 housing units) were situated in family houses. The number of permanently occupied
apartments per 1000 inhabitants of the region is 374, as compared to the share of 310
apartments in the whole Slovak Republic.

The structure and organisation of health care provision in the region has significant
specific features that are given by the position of Bratislava as the capital of the Slovak
Republic. A total number of 10 hospitals of regional and local importance with a capacity of
5 303 beds are situated on the territory of the region.

For purposes of social care, 22 state facilities of social services for children and adults
operated in the region in 1999. These facilities provide care to handicapped citizens, citizens
suffering from mental diseases, problematic behaviour or perceptual handicaps, while nursing
houses and rest homes serve older citizens.

Within this development axis, the following targets are proposed:

Specific target: Completion of transport system in Bratislava and
by-passes of cities and municipalities in the region

Support measures:

Completion of highway sectors in Bratislava;

Completion of the transport system, including MHD (mass city transport) and static transport
in Bratislava;

Solution of construction of by-passes of the cities and municipalities of the region;
Completion of border crossings, particularly for freight transport;

Connection of industrial areas to the transport system.

Presumed benefits:

Enhanced coverage of communication network;

Faster transport of passengers and forwarded substrates, including transit;
Development of business environment;

Solution of environment;

Extension of the highway system in Bratislava by13.0 km.

88




Specific target: Development of combined transport

Support measures:

Build an International Goods Centre for freight transport in Bratislava-Pélenisko, with the
required logistics background;

Upgrade railway lines to international parameters (Bratislava — Trnava, in 2000 to 2003);
Create legislative and technical conditions for the development of combined transport;
Development of business entities in combined transport;

Build a tranship-point and a Ro-Ro terminal in Devinska Nova Ves.

Presumed benefits:

Extension of provided services for goods traffic;

Attainment of standard transport connection of Western markets with Eastern markets of
Ukraine and the Russian Federation through the territory of the Slovak Republic;

Creation of new job opportunities;

Provide complete transport services of higher quality;

More effective utilisation of existing capacities.

Specific target: Housing development

Support measures:

Construction of affordable apartments, particularly for young families and migration of
population, especially to Bratislava;

Reconstruction and modernisation of existing housing funds, particularly of prefabricated
blocks of flats in towns of the region;

Adjustment of legislative instruments and price policy instruments for the support of housing
development, including the required construction and reconstruction of technical
infrastructure.

Presumed benefits:

Until 2010 to reach the share of 391 apartments per 1000 inhabitants;

Solution of the situation in housing market in favour of young families and migration to the
region, particularly to Bratislava;

Improvement of quality of the existing housing fund.

Specific target: Development of social and health care

Support measures:

Solve priority objectives in the area of reprofiling, repairs, maintenance and reconstruction of
social care facilities;

Implement reconstruction of health facilities within 2" and 3™ stages of restructuring;
Support the completion of areas for high-specialised health services (Razsochy);

Build medical institutions/hospitals for long-term patients;

Deepen cooperation between local government bodies and self-governing bodies in social
and health care provision;

Complete the social care network with lacking services (establishments for
minors/community homes, rest/nursing homes and hospices for citizens in social need and for
inadaptable citizens).

Presumed benefits:

Improvement of social and health care services;

Functional reconstruction of social and health care facilities;

Improvement of health prevention and condition of regional population.
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7.4.2 Region Slovakia - Southwest

Summary characteristics of the region

The region spreads over an area of 10 491 km?”. The largest area is covered by the
plain of Danube in the south, the plain of Zahorie in the north-west and the mountains
Pohronsky Inovec and Stiavnické vrchy in the north-east. The soil cover of the region is
mostly represented by quality arable land that replaced original forests. Oak, beech and
mixed oak and hornbeam forests prevail. In the area of the plain of Danube there live 20% of
animal species that do not occur elsewhere in Slovakia or that come to the border of broad-
leaved forests only. The animal kingdom is represented by biotopes of meadow forests and
cultured prairies.

The population as of 31 December 1999 was 1 267 128 (23.5 % of the Slovak
Republic). The density of population is 128 inhabitants/km?, above the average of the Slovak
Republic. Since the last census taken in 1991, regional population has increased by 8 127
persons. The age structure is relatively favourable, with population in pre-productive age at
19.5%, population in productive age,63.2% and population in post-productive age, 18.8%.
Despite the overall positive development, there are interregional differences, particularly in
the south part of the region where the districts of Nové Zamky, Komarno and PieStany rank
among demographically depressed regions with subsequent decreases in population. The
structure of settlement consists of 599 municipalities, of which 30 towns and cities. From the
administrative point of view, the region is actually composed of 2 regions (Trnava and Nitra)
and 14 districts.

Per capita gross domestic product (in purchasing power parity) reached the value of 7
800 in 1997, which represents 41 % of the average of EU countries and is 11.4% lower than
the Slovak average. Save the metallurgical industry, all industries of national economy are
represented in the region which has the most important concentration of energy sources and
agricultural production and the least important concentration of drinking water and
geothermal water sources within the Slovak Republic.

Due to structural changes, particularly in agriculture, construction, but also industry,
the rate of unemployment increased to 19.3% in 1999 (against 15.5% in 1998).

In the territory of the region 8 993 business entities — legal persons and 64 121 self-
employed are registered. From the total number of registered business entities, small and
medium-sized enterprises with less than 250 employees account for 98%, but 145 large
enterprises have the largest share in production and employment.

Considering the geographical position, dense road and railway network and direct
connection to European multimodale corridors IV, V, VII (Danube) the good transport
potential and possibilities given by accessibility of concentrated markets of the West and
Southeast Europe are not fully used in the region.

SWOT analysis

Strengths

Multisectoral, diversified structure of the economic base of the region,

Quality energy potential consisting especially of nuclear power plants in Mochovce and
Jaslovské Bohunice, the Gabcikovo Waterworks (VD), transit gas lines and natural
gas storage tanks of supranational importance;

* Soil, climatic conditions for the development of intensive agriculture,
* Network of scientific-research, educational and consultancy institutions and high level of
education of managers in agriculture;
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» Favourable conditions for the extension and production of biological foodstuffss and new
biotechnologies in agriculture;

* Existence of large industrial companies oriented to demanding foreign markets;

» Suitable location conditions for new economic activities, including potential utilisation of
existing production capacities and available qualified labour force;

* Sufficiency of building capacity;

» Utilisation of construction products based on domestic raw materials;

* Favourable conditions for the development of balneology and potential utilisation of
thermal resources for summer tourism;

*  Wide network of educational institutions, universities and secondary professional schools
allowing replacement qualified labour force;

* Favourable geographical position on international road and railway lines and on the
transcontinental water route Rhine-Mohan-Danube;

* Dense road and railway network with connection to border crossings to the Czech
Republic, Hungary and Austria.

Weaknesses

* Lack of financial resources for restructuring;

* Low rate of business activity in districts with the highest rate of unemployment;

* Decrease of building production;

* Decrease in performance of the agrocomplex, caused by lower competitiveness against
imported subsidized foodstuffss;

* Low share of market services in the sectoral structure of the region;

* Growth in area of uncultivated ground,

* Non-functionality of the existing reclaiming equipment,

* Insufficient connection of foodstuffs industry with agricultural original production;

» Stagnation of the scientific and research base;

* Absence of institutional assurance of information-consultancy services;

* Insufficient network of accommodation facilities in tourist centres;

* Demographic depression in the south part of the region and lower educational level, with
above-average share of population with elementary education;

* Discrepancy between subjects of study and demand in labour market and unwillingness
of business entities to invest in specialised preparation of employees.

Focus and priorities of the regional operational programme

The conclusions of the analysis were used by local and regional actors who, from the
aspect of the utilisation of comparative advantages of the region, starting from its strengths
and opportunities and from the need to solve problems resulting from weaknesses and threats
to the regional development, proposed in individual areas the following specific priorities
according to the main development axes:

a) Utilisation, restructuring and development of productive
potential of the region

The region has a distinct industrial-agricultural character. The following production
industries prevail in the structure of its economic base: industry with a share of 35.5 % (SR
33.5 %), agriculture with a share of 14.8 % (SR 7.0 %) and construction industry with a share
of 4.7 % (SR 4.3 %). The primary and secondary sectors represent 55 % against 45 % on a
nation-wide average. In spite of absolute growth, particularly in market services, in the years
1990 to 1999, the share of tertiary sector is only 48% (SR 55%). In addition to limited
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demand on service market, enterprise in progressive sectors of services is impeded by the
lower educational level, particularly in the south part of the region.

The industry has a multiindustrial structure, with the dominant position of power
engineering and important position of engineering and electrotechnical industries. However,
the region participates in sales revenues from industrial operations of the Slovak Republic by
15% only. On the other hand, in turnover revenues from agricultural operations of the Slovak
Republic, the region participates by 48%. From the viewpoint of the volume of agricultural
production and food securing for the country, the region Slovakia — Southwest has a
dominant position, so measures connected with the development of multi-functional
agriculture and its connection to the foodstuffs processing industry should become one of the
priorities of the Regional Operational Program (ROP).

Construction that took advantage of relatively developed capacities in the region is
marked by a decrease in building production. In comparison with the year 1997 the number
of employees in construction enterprises with more than 20 employees decreased by 27%.

In 1999 the volume of investments was equal to 28.7 billion in current prices, which
represents only 10.4% of the volume of investments in the Slovak Republic. Industry and
construction makes use of free capacities in the region and it is a lack of own and credit
resources that prevents their more effective utilisation.

One of weaknesses of the region is a lower share of industries of the tertiary sector,
that represents 45% only and is deeply below the average of the Slovak Republic, which
already amounts to 55% in the sector of services. From the aspect of development of the
production sector, as a negative phenomenon can be considered the fact that market services
form only 27% of the total number of 100 667 employees in the tertiary sector.

The solution of development problems of the utilisation of restructuring and the
development of productive potential of the region is particularly aimed to the following
specific targets:

Specific target: Restructuring, adaptation, stimulation of
development of industrial production

Support measures:

Restructuring of the existing production areas, namely the project of revitalization of the area
of the Nickel Smelting Plant in Sered’;

Project of the development of chip and integrated circuit production in SEI, a.s. PieStany;
Project of revitalization of the area of TAZ Trnava, project of revitalization of CALEX Zlaté
Moravce, project of revitalization of SL Komarno;

Project of building an industrial and customs area, including so-called "free port"
in Komarno.

Presumed benefits:

Increase in production with higher share of added value;

Increase of employment in economically depressed regions with high rates of unemployment

Specific target: Development of multi-functional agriculture and
connection to the foodstuffs industry

Support measures:

Foundation of production-sales associations;

Restructuring of production and its division into sectors;
Development of ounselling activities.

Presumed benefits:

Redress of revenue deficit of agriculture;

Decrease in import of foodstuffss from the temperate zone;
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Increase in sales production from the region;
Contractual ensurance of sales of production;
Making the commodity market functional.

Specific target: Development of market services

Support measures:
counselling-legal, marketing, computer, information projects for construction of business
centres that should also fulfil the function of business incubators.

Specific target: Development of small and medium-sized enterprise
(SME)

Support measures:

Development of consultancy and information network;

Support of communities, associations and private investors in establishing smaller industrial
parks whose core will be incubators for businesses and small entrepreneurs starting their
business activities;

Development of SME based on innovations and the transfer of technologies (IT companies)
with creation of favourable conditions for their location in technological parks and areas of
universities and research institutions.

Presumed benefits:

Keeping competitive production in the region;

More effective utilisation of local resources and creation of conditions for the transfer of
higher technologies to the region;

Increase or maintenance of employment.

Specific target: Building and development of industrial parks

Support measures:

Selection of suitable localities and preparation of territory for construction of industrial parks;
Support of the entry of strategic investors in existing industrial areas;

Development of information systems for investors and a data base of projects;

Building industrial parks in Nitra, Komarno, Levice, Dunajské Streda and restructuring of the
industrial zones in Trnava and Sered’.

Presumed benefits:

Creation of new jobs in the districts of Komarno and Levice;

Improvement of the sectoral structure of the economic base of the region.

Specific target: Utilisation of domestic resources generating
economic growth

Support measures:

Increase the volume in the foodstuffs industry by the utilisation of resources of agricultural
original production;

Enhance the completion of products in wood processing industry and in building material
production.

Presumed benefits:

Growth in GDP and employment;

Growth of export performance of the region.

b) Enhancement of innovative capacity of regions
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Innovative capacities mostly consist of the institutions of elementary and applied
research and experimental verification. Specialized consulting and consultancy units
influence the transfer of progressive technologies in know-how only as a secondary factor.

The region Slovakia-Southwest participates by 19% in the number of employees of
VVZ with 4 840 employees. In comparison with the year 1996, the number of employees in
VVZ organisations increased by index of 132.7%, particularly thanks to the increase of the
number of employees in the region of Nitra. The region however participated by 25.2% in
the volume of expenditure on research in the Slovak Republic.

ROP does not deal with possibilities of the extension of the scientific-research base,
its profiling and its utilisation for diffusion of innovation; it only deals with issues of
information-technological support of enterprise in the region. In any case, centres such as
Trnava and Nitra have the prerequisites for intensification of innovative capacities of the
region.

Specific objective: Information-technological support to the
development of enterprise

Support measures:

Development of a network of information and consultancy centres;

Development of information systems with assistance of scientific and research workplaces;
Provision of complete information about the individual segments of production and provided
services.

Presumed benefits:

Extension of business oriented to sophisticated products and services.

c) Cultivation of human potential and effective utilisation of
labour force resources

Total population of the region as of 31 December 1999 was 1 267 128. Since the last
census taken in 1991 until the end of the year 1999, the regional population increased by 8
127. The most dynamic growth was observed in the region of Trnava, where the number of
inhabitants increased by 9 425 persons, while in the region of Nitra it showed a decrease of 1
298 persons. An increase in population was observed in the districts of Trnava, Dunajska
Streda, Skalica, Galanta and Nitra. A decrease in population was observed in the districts of
Nové Zamky (-2 345 persons), Koméarno (-713 persons) and Topol'¢any (-88 persons).

The educational structure is calculated from the residential population older than 15
years and within the region there are significant differences between the regions of Trnava
and Nitra. Population of the Nitra region shows a below-average of Slovakia education value.
The educational structure of the region of Trnava is positive; it uses sufficient resources of
qualified labour force, which creates conditions for the development and the utilisation of the
most advanced technologies.

The existing employment structure in the region is a result of changes in the structure
of economy and is affected by the ongoing transformation and restructuring of individual
industries. According to statistical indicators for the year 1999, the average recorded number
of employees was 237 039.

By the end of the year 1999, the region had 124 013 registered unemployed, of whom
78 078 were recorded unemployed (,,RU*) in the region of Nitra and 45 935 RU in the region
of Trnava. In comparison with the end of the year 1998, the number of unemployed increased
by 25 457, of which by 14 911 persons in the region of Nitra and by 10 546 persons in the
region of Trnava. When we compare the rate of unemployment as of 31 December 1998
where its value for the region reached 15.51% , with the rate of unemployment as of 31

94




December 1999, which amounted to 19.34% we can state an increase of 3.83 %. Women
participated in the total number of RU by 46.53 %.

A rate of unemployment of 20 % is exceeded in the districts of Komarno, Levice,
Nové Zamky, Sala and Zlaté Moravce. The largest category of RU was represented by
persons in the most productive age. In 1999, the category in the age from 20 to 24 years
participated in the total number of RU by the highest percentage.

In monitoring demand and offer of job opportunities on the labour market within the
region, there is a significant disproportion persisting especially due to the unfavourable
economic situation.

As primary reasons for the higher rate of unemployment in the region we should
mention especially the following factors:

- Ongoing restructuring of industrial base of the region;

- Decline of agricultural co-operatives caused by inappropriate credit policy and failures in
connection between agricultural original production and processing industry;

- Discrepancy between the specialization of graduates from schools and requirements of
labour market;

- Weak management in some enterprises that showed in the form of bankruptcies;

- Choice of unsuitable methods of privatisation,

- Insufficient financial and institutional support of small and medium-sized enterprise.

To positively affect the situation of unemployment means first of all to revive the
economy, ensure economic development by a progressive stabilisation of employers of core
enterprises, promote the development of small and medium-sized enterprise with the view to
creating permanent job opportunities in all sectors of economic life, i. e. to concentrate to the
attainment of objectives of the first development axis and to the following specific objectives:

The region, particularly its regional centres, are important centres of education. In the
region of Nitra there are 2 universities with nation-wide catchment:

- University Constantine Philosopher (UCP) with three faculties,
- Slovak University of Agriculture (SUA) consisting of four faculties.

In the region of Trnava, university education is established in the regional city Trnava

with 3 universities.

The educational system in the region is also characterised by a wide network of
secondary schools. In the school year 1999/2000, 194 secondary schools were situated on the
regional territory. Prognoses of education and professional preparation take into account
trends of demographic development.

Based on an analysis of the existing development we can expect that the development of
professional education and preparation under regional conditions will be aimed to:

- Establishment and development of associated/affiliated schools and professional high
schools,

- Higher demands on the quality of preparation;

- Distinct development of superstructure and re-training studies;

- Increased interest of students of elementary schools in studies of technical specialisation;

- Formation of regional departments for evaluation and rationalisation of facilities providing
professional education.

Specific target : Support of development of the educational system

Support measures:

Following modern development trends and adequate technical equipping of educational
facilities;

Whole-life education, organisation of re-training courses, post-graduate studies,
superstructure studies and distance education;
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Enhancement of the level of education of citizens belonging to national minorities.

Specific target: Stabilisation of labour market

Support measures:

Implementation of specialised re-training programmes;

Harmonization of subjects of study in schools with requirements of labour market;

Utilisation of the possibility of cross-border cooperation in employment of citizens from
south parts of the region within the developing region Hungary — West;

Preventive consultancy within IPSs established at the Regional Labour Offices with
utilisation of the program " School for You".

Presumed benefits:

New jobs;

Savings in financial resources for passive labour market policy.

d) Improvement of accessibility of regions and additional provision
of their territories with infrastructure

A highway included in the transport line V.a and the roads of international importance
E 75, E 77 and E 571 which has important internal position and is being progressively
transformed to a motorway on the lines Bratislava-Nitra and Trnava-Nitra, pass through the
territory of the region.

The south part is kept in acceptable contact distance of up to 20 km by a highway
included in the corridor IV.

By a system of international communications the region is connected to the European
railway system, particularly by line divisions included in the corridors V.a and IV. The water
route Danube, as the TransEuropean corridor VII, has the same importance. The region has a
dense railway transport system. A disadvantage is its lower technical level.

In the area of telecommunications, digitalisation of telephone networks in the whole
region goes on. The development of the telecommunications  infrastructure and
telecommunication services is ensured evenly in the whole territory. The entire region has
333 927 installed telephone stations.

From the aspect of power supply, the region has a dominant position in the Slovak
Republic. The largest resources for power generation in the region are situated in the areas of
nuclear power plants in Jaslovské Bohunice (installed output 4x440 MW) and Mochovce, as
well as hydro-electric power plants in Gabcikovo (installed output 720 MW), in Madunice
(installed output 43.2 MW) and in Kralovéa nad Vahom.

In addition to these resources, 9 small hydro-electric power plants with total installed
output of 7.4 MW, and large benefits consisting in environmental utilisation of the hydraulic
potential are situated on the territory of the region.

The region has favourable conditions for the utilisation of hydraulic power, solar power as
well as of biomass and biogas power. Of special importance is the utilisation of hydraulic
potential of the region on the rivers Vah, Nitra, Hron, Ipel’, Moravia and Myjava.

Considering the level of provision of the territory with facilities of technical and
social infrastructure, additional provision of the territory can be ensured by its own means.
Within the respective development priority, it is necessary to concentrate on utilisation of the
transport potential of the region.

Specific target: Modernisation and development of transport
infrastructure

Support measures:
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Completion of the combined transport terminal in Starovo and Komarno;

Modernisation of the railway line in the direction Bratislava - Nové Zamky - Starovo to a line
speed of 160 km/hod.;

Completion of new border crossings for the support of cross-border cooperation;
Construction of a north-east by-pass of Trnava, construction of a bridge over the Moravia
river - from Moravsky Sv. Jan to Hohenau;

Reconstruction of the railway network to a higher speed level,

Construction of a multi-purpose water works Sered’ — Hlohovec will provide space in several
areas (construction of river ports in Sered’ and Hlohovec);

Reconstruction of the bridge over the river Vah in Piestany;

Construction of a highway bridge in Komérno and of a north-south motorway 1/64.

7.4.3 Region Slovakia — Northwest (NW)

Summary characteristics of the region

The area of the region is 11 290 km? (it covers 23% of the territory of the Slovak
Republic). The settlement is affected by the heterogeneous structure of the landscape. In 1999
the region had 1 301 870 inhabitants. The density of population, 115.2 inhab./km?, is above
the nation-wide average. The north part of the region is characterised by a high natural
increase of population (2.05%) while the south is characterised by minimal increases of
population.

The region consists of 591 municipalities, of which 35 municipalities have the status of
towns, where 54.4% (707 522 inhabitants) of the total population live.

Among important seats we can rank cities and towns such as Zilina, Trendin,
Povazska Bystrica, Martin, Prievidza, Liptovsky Mikuld$ and others.

The share of economically active population with a university education was 8.1% in
the north part and 9.05% in the south part of the region; for completed secondary education
the values were 38.45% and 39.33%, respectively, for apprenticeship 43.72% and 42,85%,
respectively and for the population with elementary or without education 9.75% and 8.77%,
respectively. The highest educational level, as the above values show, is in the centres of
education, science, research or industrial innovative centres.

In the economy of the region, 27 large enterprises (with more than 1 000 employees)
operated as of 31 December 1999. They were mostly concentrated in the seats of district
offices.

With a share of 24.1 % of the Slovak population, the region concentrates 24.5 % of
registered domestic business entities. The region participates in industrial production by
18.8%, with a share of 30.4% in industrial employment, while in construction the region
makes up 20.1% of the building production of the Slovak Republic.

The region contributes to produced added value of the Slovak Republic by 17.3% and
net earned income per member of household in the region is 5 026 SKK, which is 296 SKK
less. The rate of unemployment, from the available number of recorded unemployed as of 31
December 1999, was 15.73%.

The region has 63 development organisations which represents 20.0% of the total
number of such organisations in the Slovak Republic. They employed 3004 persons (13.4%

of the number of the Slovak Repuhlfc) The most important concentration is in the district of
Zilina (data are for the year 1999)f°

36 Values from ROP — The Region Northwest and Selected Data on Regions, Statistics Office of of SR No.
4/1999
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SWOT analysis

Strengths:

Heterogeneous production structure — with prevailing engineering, textile, glass, paper
and pulp, electrotechnical and wood processing industries;

Existence of free work areas and premises in enterprises reducing production (ZTS TEES,
a.s. Martin; Kozeluzne Group BoSany, a.s. BoSany,...),

Existing capacities with positive indicators of economic efficiency (SCP, a.s.
Ruzomberok; KLF-ZVL, a.s. Kysucké Nové Mesto; Alcatel Slovakia, a.s. Liptovsky
Hradok; Hoechst-Biotika, s.r.o. Martin; Neografia, a.s. Martin; Matador, a.s. Ptachov;
Hornonitrianske bane, a.s. Prievidza; Novacke chemické zédvody, a.s. Novaky; Trens, a.s.
Trencin; Nestlé Food, s.r.o0. Prievidza; ...),

Existing potential for the utilisation of the existing capacities in engineering and
electrotechnical industries;

The region has an adequate number of local construction companies that may fully ensure
the implementation of even very demanding investment programmes;

The region enjoys deposits of lignite (district of Prievidza); from non-ore mineral
deposits sufficient amounts of building materials, wood stock, rich reserves of ground
water, mineral and thermal springs;

In the south part of the territory, there are favourable natural conditions for agricultural
production, with a potential even for cultivation of thermopile plants;

Suitable conditions for sheep and cattle-breeding in the whole territory;

Favourable structure of forest cover according to age;

Suitable conditions for fishing and hunting;

A sufficient potential for foundation of industrial parks, scientific and technological parks
(regions of Povazie, Orava, Kysuce, Turiec, Liptov, Horna Nitra);

Existence of the University of Zilina, with a highly-specialized scientific and research
potential and developed research base in the region;

Operation of the interest group of legal persons “Scientific and Technological Park of
Zilina” as a group of the most suitable entities;

Developed banking sector with standard services situated in the region;

Developed area of information technologies;

Favourable geographic and transport position,

Strategic position of the territory in the East-West and North-South transport lines;
Location of airports in Zilina and Trenéin,

Existence of a good potential for promotion of the tourist industry,

Developed regional health resorts;

Location of a large number of cultural and historical monuments,

Economic utilisation of the position at the border with the Czech Republic and Poland.

Weaknesses:

Reduction of coal mining;

Unsolved conversion of the armaments industry (ZTS TEES, a.s. Martin),

Existence of primary productions with a small share of completion (e. g. chemical, wood
processing industries),

Excessive concentration of industrial production in one or several large enterprises in
some districts, risk factor from the aspect of development and maintenance of
employment (Kysucké Nové Mesto, Tvrdosin, Cadca, Partizanske, Banovce n/B,
Myjava ...),
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* Low share of organisations with foreign and international property in the region;

* Lack of financial resources for purchase of advanced technologies or the extension of
production in most production enterprises;

* Insufficient interconnection of the research base and the production sector;

* Lack of complete consultancy services in the area of small and medium-sized enterprise;

* Low share of small and medium-sized enterprises in the area of industrial production and
services,

* Inadequate utilisation of old industrial areas,

e Decrease of production in wood processing industry, insufficient utilisation of wood,
which is processed to a semi-product only with added value produced outside the territory
of the region;

* Seasonal utilisation of tourist capacities;

* Low labour productivity in agriculture, low economic efficiency of agricultural
enterprises;

* Non-completion of combined transport terminals with international significance in
Zilina and those with supraregional importance in Tren¢ianska Tepla and RuZzomberok,

* Relatively high unemployment in some districts (Partizanske, Banovce n/B, Kysucké
Nové Mesto, Cadca, Tvrdosin, Dolny Kubin, Namestovo),

* Construction of waste water removal lagging behind the construction of water mains;

* Inadequate quantity and capacity of sewage treatment plants,

* Unequal distribution and insufficient capacity of institutional and non-institutional
facilities of social care,

* Deteriorating situation of material and technical base of schools, insufficient repairs and
maintenance, low level of school provision with computers and information
technologies,

* Absence of quality services for promotion of rural tourism,

* Strongly contaminated areas in the region;

* Lack of financial resources for provision of care for preserved areas and significant
landscape components, inclusive of monitoring,

* Non-completed higher transport system (highway system).

Focus and priorities of regional operational programme

a) Utilisation, restructuring and development of productive
potential

Industry of the region is marked by a distinct industrial diversification. Of nation-wide
importance is especially manufacture of machines and equipment, manufacture of pulp, paper
and paper-based products, manufacture of electrical optical devices, textile and clothing
manufacturing, manufacture of products from rubber, shoe manufacturing, manufacture of
building materials as well as the fuel industry. The food production has an important position
too. The share of the region in industrial production of the Slovak Republic is 18.8%.

The most industrial part of the region lies in the districts along the valley of the river
Vah: Nové Mesto nad Vahom, Trencin, Ilava, Pachov, Povazska Bystrica, Zilina, Martin,
Ruzomberok, Liptovsky Mikulas and, in the south part, the district of Prievidza.

The construction industry in the region Slovakia — Northwest is going through a crisis
connected with a decrease of investments. Building production as of 31 December 1999
amounted to 9146.6 mil. SKK and participated by 20.1% in building production of the Slovak
Republic. The building companies employed in average 16 249 persons, i. e. 23.4% of the
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total number of Slovak population employed in this industry. Building production recorded a
year-on-year decrease of about 22.0% and the average number of employees decreased by
approximately 17.0%.

The construction industry has a dominant position, particularly in the north part of the
region, e. g. in the district of Zilina, where 54.2% of workers out of a total number of 10 440
workers are employed. The future development of the construction industry depends
especially on the rate of investments.

The volume of acquired investments allocated in the region by the end of the year
1999 represented an amount of 41 070 mil. SKK, which accounts for 14.82% of the national
volume.

Natural conditions for agriculture are favourable in the south part of the region. Areas
of permanent growth prevail over arable land in the territory of the region. Agricultural
production is ensured by 65 agricultural cooperatives, 1 state farm, 37 limited liability
companies and 11 joint-stock companies.

The sector of small and medium-sized enterprising is concentrated especially to
trading, hospitality, accommodation and tourism. The region has 16 878 registered legal

persons (of whictn‘mmmm’alnd 69 046 natural persons, of which 63 888

small tradesmen.f’

The objective focus of the respective development axis is attained by the following specific
targets:

Specific target: Restructuring, microeconomic adaptation and
stimulation of business development

Support measures:

To improve the business policy of enterprises by education of managers;

To involve enterprises in the programme of development of the automotive industry in
Slovakia;

To maintain effective sources of energy for the support of industrial production;

To support the domestic development of final production, care for low energy consumption
and environment-friendliness of new technologies;

To modernise production and introduce new technologies;

To use free production areas of the enterprises for business activities;

To use the network of professional and vocational schools for the development of qualified
labour force.

Presumed benefits:

Share in gross production, added value and export performance of the region, cost
profitability, share of costs in revenues.

Specific target: Utilisation of domestic resources generating growth
and permanent competitiveness

Support measures:

With the utilisation of domestic raw materials and qualified labour force to increase the share
of primary wood substance processing, enhance the completion of products in the wood
processing industry;

To create conditions for the development of manufacture of building materials based on raw
materials and of manufacture of semi-products in the region (small-tonnage chemistry);

37 Values from ROP — The Region Northwest and Selected Data on Regions, The Statistical Office of SR No.
4/1999
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involvement of enterprises in the programme of the development of the automotive industry
in Slovakia;

development of foodstuffs industry with 100 % chemical-free food production;

maintain effective sources of energy for the support of industrial production.

Presumed benefits:

Increase in GDP of the region, decrease in unemployment ...

Specific target: Building and development of industrial parks

Support measures:

Programme of support for building industrial zones and industrial parks — by government;
Programme of support for entry of strategic investors in existing production plants — by
government;

Connection of the region to the TransEuropean highway network- completion of highways
D1, D18;

Preparation of the territory for an increase of investments;

Completion of technical infrastructure of municipalities (waste water removal, water mains,
gas);

Final settlement of property relations;

Information system for investors — establishment of a data base of vacant land, parcels, areas,
providing information on land and buildings, consultancy for investors, publicity of areas and
buildings designed for investors;

To build in Povazie, Turiec, Liptov, Orava, Kysuce and the upper Nitra industrial parks and
industrial zones, a scientific and technological park in Zilina for the region Slovakia -
Northwest.

Presumed benefits:

Creation of new jobs, finding new investors, information system for investors - a data base of
land and buildings, number of industrial parks, industrial zones, building scientific and
technological parks.

Specific target: Support of building production

Support measures:

Optimization of the network of building capacities in connection with the presumed financial
assurance of the development of the region;

Preference for quality suppliers of construction works;

Implement large infrastructural projects - technical infrastructure;

Completion of highways, motorways and conduits;

Increase of transport speed on railway lines;

Building industrial zones and transhipment terminals.

Presumed benefits:

Balance indicators of construction companies, quantification of technical infrastructure,
number of industrial parks.

Specific target: Development of multi-functional agriculture

Support measures:

Improve product quality in agriculture;

Marketing of agricultural products and distribution;

Creation of new business activities, extension of jobs within existing business activities;
Increase of wages in agriculture;

Completion of irrigation systems.

Presumed benefits:
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Growth in labour productivity, increase of average wages in agriculture, decrease of
percentage share of population employed in agriculture, increase of share in formation of
GDP.

Specific target: Development of tourism and balneology

Support measures:

To develop human resources in compliance with needs of promotion of tourist industry,
implement areas of education for the support of specified activities, system of whole-life
education;

To improve marketing and level of provided services in existing facilities so as to enhance
their occupation rate, utilisation of these facilities in off-peak seasons;

To execute a marketing survey of the provision of services, and ensure coordinated
advertising and publicity of tourism;

To complete the institutional network for support of the development of inward movement of
foreign tourists into the country;

To develop a network of tourist and cycling tourist tracks with complementary services and
technical base;

To prepare a programme offer for different categories of visitors;

To increase the share of agrotourism and rural tourism in the tourist industry;

To develop a certification system for territory and provided services;

To develop a system of so-called greenways (cycling tracks, water routes);

To restore, reconstruct and preserve historical and cultural monuments.

Presumed benefits:

More accommodated persons, more nights, higher revenue from tourist business.

Specific target: Sustainable development of rural areas

Support measures:

Establishment of information centres;

Extension of accommodation capacities;

Development of image of particular localities;

Preparation of publicity materials, advertising;

Creation of jobs in local communities, suitable also for women and youth;

Preservation of traditional culture of the region;

Export from the region;

Utilisation of raw materials from local deposits and reserves, reduction of environmental load
of the region;

Utilisation of waste in raw material production in industry and agriculture.

Presumed benefits:

Relevant balanced income of rural population and urban regions, as well as rate of
unemployment.

The development axis represented in this region by specific targets is relatively
extensive. However we believe that it serves as a basis for the other specified development
axes and that the indicated specific targets have a direct relation and multiplication effect,
both in relation to other development axes of NPRD and to their presented specific targets.

b) Enhancement of innovative capacity of regions

The affected area is directly related to the institutional and personnel assurance of
tasks and demands set or made on this area.
The educational system in the region is represented as follows:
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516 elementary schools with 167 083 students,

41 secondary academic schools with 16 209 students,

89 secondary professional schools with 22 709 students,

95 vocational schools and training centres preparing 28 037 students,
4 universities preparing 11 616 students.

The region has 63 development organisations which represents 20.0% of the total
number of such organisations in the Slovak Republic. In these facilities work 3 004
employees which accounts for 13.4 % of the number in the Slovak Republic.

Distinct copgemtrationof aforesaid facitities 13 in the district of Zilina and then in the
district of Trengin.[*

Of course, other activities are located in the territory that cannot be presented because
of unavailable statistical information. Nevertheless, the most important institutions and
organisations are the Communal Bank, regional development agency, tourist-information
centre, interest group of legal persons, the Scientific and Technological Park of Zilina, the
Chamber of Trade in Zilina etc.

As overall quantitative characteristics of the discussed development axis we can
observe that a large number of organisations dealing with research and development are
without adequate connection to regional needs, and observe insufficient support of research
teams, absence of coordinated procedures, insufficient orientations to innovative basis,
development of business incubators, information, as well as inadequate utilisation of
graduates from schools.

Considering the above facts, we recommend accomplishing the following partial
targets:

Specific target: Information-technological support for business
development

Support measures:

Construction of a scientific and technological park in Zilina and its connection to industrial
parks in the region;

Support of the activity of the Agency for Relations with Business Environment at the Trades
Licensing Office in Zilina;

Provision of complete information about available programmes of support to enterprises, at
both national and European levels;

Permanent conservation of conditions for provision of business and commercial information
flows;

Development of regional marketing within the activity of the Scientific and Technological
Park of Zilina;

Implementation of results of science and research in practice, with a higher degree of
utilisation of information technologies;

Certification of regional companies in compliance with ISO 9000.2000, EFQM standards;
Constitution of incentive mechanisms for the creation and function of interdisciplinary
research teams specialising in the solution of urgent research tasks;

Development of scientific and research potential of the region using grants from domestic
and foreign resources;

Ensurance of the implementation of solutions of research teams in practice;

Creation of conditions for development of the software industry.

Presumed benefits:

¥ Values from ROP — The Region Northwest and Selected Data on Regions, The Statistical Office of SR No.
4/1999
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Number of new-founded small and medium-sized enterprises, indicators of profitability,
liquidity and solvency of existing SME in the region, balance indicators of chosen
enterprises, statistical indicators of industrial efficiency and effectiveness.

c) Cultivation of human potential and effective utilisation of
labour force resources

The regional population stood at 1 301 870 persons by the end of the year 1999, of
which the female segment accounts for 50.9%.

From this population, 20.8% are children not older than 15 years (SR 20.4%), 17.5%
of population is in post-productive age (SR 17.8%) and 61.7% of population is in productive

age (SR 61.8%).

The rate of unemployment is below the national average — 15.7 (SR 19.2%)E

The above information clearly shows that there is enough space for the realisation of
objectives towards cultivation of the human potential and effective utilisation of resources of
the labour force.

For the attainment of objectives of the respective development axis, the
implementation of the following specific targets can be considered:

Specific target: Stabilisation of labour market and decrease of
unemployment in regions whose development is permanently lagging
behind

Support measures:

To create conditions for the creation of new jobs, particularly in districts with a high rate of
unemployment;

To create conditions for inflows of foreign capital and direct investment in the business
environment, especially in industry;

To develop a suitable base in the area of services to promote the tourist industry and increase
the number of domestic and foreign tourists;

To create conditions for enhancement of the general level of education;

To enhance the flexibility of human resources;

Renewal of cross-border cooperation with the Czech Republic and Poland in economic and
cultural areas;

In the area of employment services: Improvement of the provision of services to clients;
Implementation of a short-term programme for the support of employment of young people;
Creation of agreed publicly-beneficial jobs for long-term unemployed,

Harmonisation of vocational education with requirements of labour market;

To elaborate a conception of the development of mining in the region.

Presumed benefits:

Decrease in the rate of unemployment

Specific target: Support of the system of educational development

Support measures:

Optimization of the network and capacities of educational and training facilities according to
demographic, social and economic development trends;

Further development of university education in the region;

¥ Values from ROP — The Region Northwest and Selected data on Regions, The Statistical Office of SR No.
4/1999
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Coordination of the network of secondary schools and network of subjects of study with
regional needs;

Whole-life education, education of all social groups;

Enhancement of mobility of students and cooperation of schools within the countries of
Central Europe and the European Union.

Presumed benefits:

Enhancement of educational level of population and subsequent improvement of economic
indicators; decrease of the number of graduates not placed on the labour market.

d) Improvement of accesibility of regions and additional provision of their territories
with infrastructure

From the transport point of view, the region Slovakia — Northwest ranks among the
most important centres of the higher transport system of the Slovak Republic. The region
concentrates connections of national and European importance. By a system of international
lines, the territory is connected to the European railway system. A transhipment terminal is
situated in Zilina, the network will be extended to RuZomberok and Trendianske Teplice.
Airports are situated in Zilina and Tren¢in. The existing system of degrees on the river Vah
allows building a water route for shipping.
It is necessary to complete the connection to border areas of the Czech Republic and
Poland. Road connection of the regions of Orava and Kysuce is also lacking. The connection
of district and regional seats is adequate.
The density of main telephone stations (MTS) in fixed network covering the region is
at present 27.3%, which is rather below the national average (31.0%).
The region depends on imports of energies but has a favourable position from the
aspect of connection to the transport system and power networks.
Water from public water mains is supplied to 84.7% of population, 51.0% of
population is connected to the public waste water system afid5378% of the totat mumber of
municipalities (591 as of 31 December 1999) were gasified|"
In the fourth development axis, the attainment of the objective is subject to the
accomplishment of the following specific targets:

Specific target: Modernisation and development of transport
services and regional infrastructure

Support measures:

Connection of the region to the TransEuropean highway system and modernisation of the
main regional road system;

Modernisation of railway transport and its adaptation to EU parameters, modernisation of
railway system,;

Modernisation of air transport;

Gasification of bus transport;

Construction of logistic centres;

Development of an integrated transport system and improvement of transport services in the
territory;

Reconstruction of transport vehicles, reconstruction of bus transport fleet;

Completion of the road system, improvement of construction and technical condition of
roads;

* Values from ROP - The Region Northwest and Selected Data on Regions, The Statistical Office of SR No.
4/1999
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Completion of the highway Povazskéa Bystrica - Hricovské Podhradie - Zwardon on the road
E75 and Povazska Bystrica - Hriovské Podhradie — Zilina — Martin - Ruzomberok on the
road E50.

Presumed benefits:

Acceleration of transport, reduction of transport costs, enhancement of operational safety,
acceleration of transport service, enhancement of transport safety.

Specific target: Development of housing and technical infrastructure
of municipalities and cities of the region

Support measures:

To renew housing construction, ensure construction of new affordable apartments, increase
construction of rented flats, improve the readiness of land for new housing construction;

To establish an entity (or a consortium of entities) that will be able to provide real access to
mortgage credits for a large group of prospective owners;

To modernize the existing housing fund;

To enhance the level of gasification of municipalities, particularly in the north part of the
region (the district of Namestovo has no gasified municipality);

To complete public water mains, complete waste water system of municipalities at least to
the level of water mains, complete sewage treatment plants with required capacity;

To create operational and technical conditions for improvement of complete
telecommunication services:

To decrease the number of non-handled applications, complete full digitalisation of
communication means, complete the transport system based on optic media, complete
complex access networks based on optic and metal media;

To complete the network for general provision of services ISDN.

Presumed benefits:

Enhancement of living standard of population.

Specific target: Development of social and health care

Support measures:

Completion of the network and capacities of social care, improvement of provided social
services and institutional care;

Optimisation of the network and capacities of health facilities, improvement of health
services;

Preservation and development of values of historical and cultural heritage.

Presumed benefits:

Maintenance or slowdown of the increase in expenditures on social and health care, stoppage
of unfavourable decrease of population in municipalities.
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7.4.4 Reqgion Slovakia — East (E)

Summary characteristics of the region

The region Slovakia — East covers the south part of central Slovakia and the whole
east part of the Slovak Republic (SR). As of 31 December 1999, it had 2 212 677 inhabitants,
1. e. 41% of the total Slovak population, with an average density of population of 88
inhab./km’,

From the viewpoint of age structure of the population (in 1999) the number of
inhabitants in pre-productive age exceeds the number of inhabitants in post-productive age.
In comparison with the average of the Slovak Republic, population in pre-productive age has
a larger presence in the region than the population in post-productive age. The index of
vitality in the region Slovakia — East reached an average value of 126.97 (the national
average is 110.45).

Approximately 85% of Slovak nationality population live in the region Slovakia —
East. The most represented national minority is the Hungarian nationality, geographically
concentrated in the southern districts. In the north-east of the region, in addition to the
Romany minority, the largest minorities are the Russian and the Ukrainian. German, Czech
and other national minorities are less represented in this region.

From the total population in the region, the active population forms 47.8 %. In 1999,
the rate of economic activity in the region reached in average 61.1%, which nearly
corresponds to the average of the Slovak Republic. The average recorded number of
employees as of 31 December 1999 reached 477 942 persons, a decrease by 5.3% in
comparison with the year 1998. The region Slovakia — East participates in the average
registered number of employees in the Slovak Republic by 34 %.

In leading industries of economy — industrial production, agriculture and construction,
48 % persons were employed, of which 158 908 persons, 1. e. 33 %, in industrial production.

The development of the number of registered unemployed shows that it has an
ascending tendency in the whole region. This is caused by an increase in the productive
population segment - increasing offer of labour force and decreasing demand for labour
force due to the unfavourable economic situation of the economic base as well as a
decreasing number of vacancies. The rate of unemployment in the region increased from
16.92 % in 1997 to 25.1 % in 1999.

From the aspect of educational structure, the population with elementary and
vocational education (39.5%) prevails in the region, the share of which is comparable with
the indicator for the Slovak Republic. According to a census of population, houses and
apartments from 1991, 51.6% of the population older than 15 years in this region had
completed secondary education and 6.8% had university education.  The highest
concentration of population with university education is in the biggest cities of the region,
PresSov, KoSice, Banska Bystrica and Poprad, that are also centres of education, science and
research, industrial and innovation centres. In the peripheral districts of the region, the share
of population with higher and university education is very low.

Rural settlement with a prevailing number of communities with up to 1000 inhabitants
prevails in the region. 55% of the total population of the region live in 64 towns in the
region. 1 217 thousand inhabitants live in 1 557 rural settlements, i. e. in average 782
inhabitants fall to one municipality (excluding towns). The region has an area of 25 206 km®
and covers 51.4% of the territory of the Slovak Republic. The area of agricultural land is 11
467 km?, i. e. 47 % of the area of agricultural land in Slovakia; forest land covers a little
wider area (11 674 km?, i. e. 58.4 % of the area of forest land in SR).

In the past, the region Slovakia — East had an important position from the viewpoint
of mineral deposits. Significant verified deposits of energetic, ore and non-ore raw materials
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are situated in the region. Energetic raw materials — oil and natural gas reserves - are
concentrated in the east of the region.

In 1997, Slovakia as a whole reached in per capita DPH 8 819 in PPP which
corresponds to 46 % of the EU average, while the region Slovakia-East reached only 38 % of
this average. The region has an unfavourable development of GDP components, with a higher
share of intermediate consumption in gross production.

Industrial production has the decisive position in the economic base of the region.

Construction is one of production industries most affected by the negative
consequences of the transformation process in the society.

The housing problem negatively affects migration of young people from the country
as well as the mobility of the labour force on the labour market.

As of 31 December 1999, 121 029 business entities were registered in the territory of
the region Slovakia — East, of which 101 383 non-entered in the Companies Register (CR)
and 19 646 entered in CR.

Considering the natural and climatic conditions and the relief of the territory, the
region Slovakia — East has varied conditions for the development of agricultural production.
The entire region can be divided into mountain, submountain and lowland areas. In
agricultural production, the region ranks among medium-productive areas for which
production favourable conditions were created in the region. The area of forest land in the
region is 11 674 km’. Timber output accounts for 72.1 % of timber output in the Slovak
Republic, 46.6 % of which stemming from the county of Banska Bystrica. A negative is the
export of wood pulp without its higher valuation.

In rural areas, the decisive production area is agriculture, even if its share in the
development and economic performance of individual regions is progressively decreasing.
Rural areas mostly have monostructural orientations. Traditional crafts are dying out,
services are underdeveloped.

The region has only 24 km of highways, i. e. 8 % of the length of highways in the
Slovak Republic. As the territory of this region covers up to 51% of the area of the Slovak
Republic, its provision with highway system is extremely low. They participate in the total
length of road system in the Slovak Republic by 49.6% while 0.348 km of road system fall
to 1 km?. 1 350 km railway lines pass through the region. Some districts in the region have
no railway connections. An airport of international importance is situated in KoSice. The
airport in Poprad is classified to the network of public airports having the status of
international airport. The airport in Slia¢ has the prerequisites for air civil and freight
transport, with the utilisation both for entrepreneurs and promotion of the tourist industry.
The other airports situated in the region have regional importance. We are referring to
airports in Spisska Nova Ves, Svidnik, Presov, Nizna Sebastova, Kamenica nad Cirochou,
Bolkovce and Oc¢ova.

SWOT analysis

Strengths

* Advantageous geographic position of the region within Central Europe,

* Developed industrial structure with long production tradition, particularly in
metallurgical, engineering, foodstuff, chemical, clothing, electrotechnical, wood
processing and other industries;

* Very favourable natural conditions and important cultural and historical monuments for
the development of tourism, balneology, rural tourism and agrotourism,

* Quality agricultural and forest land fund in most areas of the region for cultivation of all
traditional vegetable and wood species, development of animal production, fruit and
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vegetable-growing and, in south and south-east localities, of wine-growing, with a long
tradition of agricultural and forest production;

Favourable demographic structure of population expressed in the share of pre-productive
and productive segments and in the level of natural growth in population;

Qualified labour force adequate to the existing level of the regional economy;

Solid representation of universities, research institutes for education of high-qualified
professionals which, in conjunction with relatively developed industry, creates conditions
for adoption of high technologies and materialisation of application of science and
research results into practice;

Raw-material base, rich sources of wood pulp and conditions for the utilisation of
alternative sources of energy;

Existing production capacities and free areas for industrial development and the
introduction of new modern production industries;

Free areas suitable for the construction of industrial parks,

Positive attitude of representatives of self-government, state government and the tertiary
sector to development activities in the territory.

Weaknesses

of more foreign investors;

Lack of available financial resources for the development of production and its
modernisation;

Excess of unused production capacities;

Obsolete technological equipment in production subjects, introduction of advanced
production technologies lagging behind;

Low level of production completion, affecting the low economic performance of the
region;

Migration of qualified labour force to other regions, particularly abroad, as a result of the
lack of job opportunities and low price returns of work;

Permanently growing rate of unemployment, with a share of 30.4 % of the registered
unemployed kept on records for more than 24 months;

Low educational level of Romany population, with a negative impact on the high rate of
unemployment and unfavourable social situation;

Insufficient utilisation of verified important sources of mineral deposits;

Export of wood pulp without higher valuation;

Bad condition of the environment caused by the former industrial activities and absence
of technical infrastructure;

Due to the serious weaknesses and insufficient acceleration influence of the strengths on

the social and economic development the region Slovakia — East is unable to solve serious
problems by its own means and requires the help of the government and the European Union
for the realisation of the primary objective and a strategy of development.

Focus and priorities of regional operational programme

The long-term objective of the development of the region Slovakia — East is

harmonious, balanced and sustainable territorial development, with the utilisation of
economic, demographic and natural potentials of the region.
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The primary objective of the region Slovakia — East is to stop the decline in the economic
and social level of the region by the year 2002, and to gradually ensure its growth with the
view of reaching the level of the other more developed Slovak regions by the year 2006.

a) Utilisation and restructuring of the production potential of the
region

The industrial structure of industrial production in the region Slovakia — East does not
meet existing requirements. It is necessary to reduce excessive capacities in those areas that
restrict capacities and labour force. The development opportunity of the region depends on
the enhancement of competitiveness through productions and services with higher added
value in connection with the creation of new conditions for the development of business
environment.

The existing problems encountered by industry are of a long-term nature and have
deep roots in the historical development of the industrial structure as well as the inappropriate
economic policy of the government. A significant part of functional industrial enterprises in
the region is undercapitalised, without the capacity to accumulate financial resources for
innovation and development.

The development of small and medium-sized enterprise is also connected with the
development and creation of the business environment. The less attractive business
environment in the region is partially affected by the situation and the structure of the
industrial sector, whereby the eastern regions are mostly suppliers of raw materials or semi-
products.

The region is rich in sources of mineral deposits and energy raw materials as well as
in wood pulp, which creates conditions for the economic development and competitiveness of
production.

The existing efforts for the utilisation of natural renewable and non-renewable raw
materials have not brought any increase of production and employment.

The region Slovakia — East holds one of the largest stocks of raw wood in Slovakia,
which creates conditions for the development of the wood processing industry and a higher
rate of completion of production. The non-coordinated industrial policy of this industry is
shown by negative impacts on its development, especially by stagnation and reduction of
final furniture production.

The region Slovakia — East has very favourable conditions for the development of a
tourist industry. Of importance are its natural and cultural attributes, opportunities for winter
and summer recreation, stays in health resorts etc. Of advantage is the favourable position of
the region within Central Europe and its accessibility, including a relatively developed but
low-quality road system, as well as railway and air transport. The region and its
microregions are appropriate for the development of rural tourism in combination with
agrotourism of a mountain, submountain and lowland character, in connection with the
cultural and historical potential, traditions and habits.

The decisive production area of the countryside is agriculture, even if its share is
decreasing. There is a weak business environment, a lack of small and medium-sized
enterprises in the area of production, insufficient utilisation of domestic resources, low
application of traditional methods of production, lack of jobs, high rate of unemployment,
unused and delapidated building fund, low differentiation of professions, threats of extinction
of traditional production and skills. The inadequate support of family and individual
enterprise results in a low activity of the rural population aimed to self-employment and
preservation of sustainability of rural settlement.

Actually, we must state insufficient competitiveness of the agricultural sector, a need
for modernisation of technologies in processing and completing production in agriculture and
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sylviculture. The low application of agricultural products on the product market is caused by
the absence of common marketing associations aimed to achievement of profitability for
original producers and manufacturers.

In the existing activity of business entities, especially small and medium-sized
enterprises, the potential support of leading business activity through a network of market
services was not fully used. In the region itself, their share in the structure of the economic
base is rather low. With certain support, the region has all the prerequisites for ensurance of
territorial localization and preparation of technical equipment for construction of production
zones, including attraction of potential users/investors.

Specific target: Restructuring, microeconomic adaptation and
stimulation of the business development

Support measures:

Enhancement of the utilisation of existing perspective production capacities;

Support of diversification of business activities;

Focus on repairs and reconstruction of buildings/structures for the purpose of their utilisation
for advanced technologies;

Support aimed to the application of the spin-off method in existing industrial areas;

Searching for and winning investors for the utilisation of perspective production capacities;
Support of the introduction of quality systems;

Focus on the transfer of new technologies for ensurance of sophisticated productions;

Support for the creation and allocation of investments;

Support of restructuring and regionalisation of production;

Institutional and infrastructural support in the creation of a business environment for the entry
of foreign investors.

Presumed benefits:

Enhancement of innovations in the region;

Enhancement of knowledge of business management and of new organisational structures;
Enhancement of awareness of employees in the area of quality;

Diversification of production and tertiary bases within regional structure;

Higher rate of utilisation of free capacities/structures for production purposes, development
of services or other suitable activities.

Specific target: Support of investments and allocation mechanisms
enhancing long-term competitiveness and creation of effective jobs

Support measures:

Support of creation and allocation of investments;

Non-profit support of a specialized agency (or establishment of a branch in the region) that
will prepare, coordinate and ensure activities connected with inflow of investments;

Support for the development of production zones with complex infrastructure.

Presumed benefits:

Increase of the share of allocated foreign investments in the region (at least to a quintuple of
the existing level by 2005);

Increase in employment through long-term investments, contribution of investments to the
development of employment in the region;

Increase of the number of business activities created in the production zone;

Year-on-year decrease in the rate of unemployment.

111




Specific target: Stabilisation of business environment and
development of small and medium-sized enterprise

Support measures:

Support of the existing and development of new financial programmes for small and
medium-sized enterprise;

Creation of conditions for access to financial resources for entrepreneurs starting their
businesses, to whom complex support (consultancy and education) will be also provided
during the existence of contract relation;

Support in extending and simplifying programmes for existing entrepreneurs;

Support in making available other forms of SME financing;

Creation of conditions for regional loan funds;

Support in coordinating the activity in financial programmes at national and regional levels
aimed to maximize their efficiency and develop a system of co-financing of major areas and
sectors of development;

Support in founding a regional venture capital fund for direct investments in small and
medium-sized enterprise;

Provision of uniform access to information at a national level in the area of individual
projects;

Establishment of closer cooperation among organisations dealing with SME development,
state government and self-government and a closer cooperation with foreign partners in the
areas — in presenting projects, exchange of experiences, training courses etc.;

Focus on help to SME in connection to foreign data bases;

Support of institutional assurance of business environment in the districts with highest rates
of unemployment;

Creation of conditions for inflows of foreign investments in the microregions with highest
rates of unemployment;

Support in using the domestic raw-material base and the development of processing industry
with final production;

Support in modernizing and transfer of technologies;

Support to research and technical institutions specializing in the development of new
procedures and technologies;

Support in founding new services related to SME.

Presumed benefits:

Development of SME, extension of financial services for small and medium-sized
entrepreneurs;

Development of cross-border cooperation (on east, north and south borders of the region);
Development of a silicate economic zone;

Building Interport in KoSice;

Construction of industrial economic zones and parks;

Development of projects dealing with domestic raw material processing;

Increase of the number of prosperous firms with innovative focus;

Creation of permanent jobs, stabilisation of employment, increase in sales of production;
Development of activities connected with the tertiary sector.

Specific target: Utilisation of domestic resources generating
economic growth and permanent competitiveness

Support measures:

Support of the utilisation of non-ore raw materials based on silicates and other important
sources of raw materials;

Building a production zone and increase in extraction of usable raw materials;
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Focus on promotion of a processing industry based on a domestic raw-material base;

Support of building technical infrastructure in connection with the utilisation of domestic raw
materials;

Promotion of bilateral economic cross-border cooperation in founding joint ventures for raw
material extraction and processing;

Building a consultancy-information and incubator centre for the industrial development;
Presentation of the region abroad with the view of attracting foreign investors;

Support to enhancement of completion of wood pulp processing;

Support of the programme ,,Wood — Raw Material of the 21* Century*;

Focus on effective utilisation and processing of wood pulp in the region.

Presumed benefits:

Improvement of provision of the territory from the aspect of the utilisation of raw materials;
Creation of new jobs in the processing industry;

Utilisation of domestic raw-material base;

Improvement of business environment by developing consultancy and information services;
Promotion of the region, inflows of investments;

Increase of employment;

Effective approach to the valorization of extracted wood pulp;

Growth of enterprises operating in the wood processing industry.

Specific target: Enhancement of effectiveness of power economy
and development of communal power engineering

Support measures:

Support of programme measures for utilisation of the power potential of the region;

Support of activities related to the utilisation of alternative sources of energy situated in the
region (geothermal power, biomass) for the purpose of social and economic development of
the region;

Support in the introduction of technical measures for reduction of power consumption in
production and buildings (modernisation of production technologies, installation of advanced
control devices, thermal insulation of buildings and reconstruction of heating conduits);
Focus on the support of regional power conceptions aimed to the utilisation of alternative
sources of energy;

Support of activities related to the utilisation of alternative sources (geothermal power,
biomass);

Support of ,Energoformance Contracting,, projects - investments in savings and
modernisation.

Presumed benefits:

Reduction of power consumption;

Attainment of sustainable development of the region;

Restructuring of power sources and increase of the share of renewable and secondary
sources of energy;

Enhancement of power effectiveness;

Enhanced approach to protection of the environment;

Growth of projects aimed to the utilisation of geothermal power;

Growth of projects aimed to the utilisation of biomass as a source of energy;

Utilisation of the new structure of power sources;

Better utilisation of power potential of the region;

Creation of new job opportunities in construction and operation of renewable sources of
energy;

Reduction of harmful emissions arising in traditional electric power generation;
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Diversification of power economy.

Specific target: Building and enhancement of distribution network
quality
(without measures)

Building and enhancement of distribution network quality in connection with the
utilisation of endogenous potential of the region.

Specific target: Development of tourist industry and balneology

Support measures:

Support of products of the tourist industry and so-called packages, inclusive of marketing;
Focus on coordination of tourist activities within the region and between microregions with
the view of developing differentiated tourist industry products;

Support of institutional and personnel development of travel associations or similar
organisations and their activities;

Focus on the support of preparedness of individual microregions for tourism;

Support of education and enhancement of qualification in the area of tourism,;

Support of enhancement of the quality of tourist infrastructure and services (minor
adaptations of buildings, development of minor tourist infrastructure, support of traditional
crafts and activities etc.);

Support of projects aimed to the completion of tourist centres and to enhancement of the
standard of accommodation facilities;

Support focused on extension of range of services for the tourist industry;

Support focused on the improvement of connection of tourist centres to technical
infrastructure;

Promotion of rural tourism and agrotourism, and enhancement of the attractiveness of the
countryside;

Support to enhancement of awareness of visitors in the region by improving the quality of
information and navigation systems;

Support the activity of travel information offices and similar institutions;

Support aimed to reconstruction and construction of tourist tracks and marked footpaths,
learning paths, cycling tracks, tracks for ski races, trails for horse riding with complete
complementary services (including provision of necessary information about the track and on
the track);

Focus on the support of mutual cooperation with departments of self-government, state
government and institutions operating in the tourist industry;

Support of institutional and legal aspects of the tourist industry.

Presumed benefits:

Increase of the number of visitors in the region, prolongation of the average length of their
stay in the region;

Increase of the share of tourist industry in GDP of the region;

Enhancement of attractiveness of the countryside (embellishment of municipalities),
development of alternative forms of employment, particularly in rural areas;

Better stabilisation of rural forms of settlement;

Development of new forms of tourism;

Building new agrotourist facilities tied up with agricultural activity;

Revival of the settlement of newly cleared land, with utilisation in the tourist industry;
Enhancement of attractiveness of the environment of individual microregions;

Preservation of regional specific features;
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Development of information system for the tourist industry;

Development of infrastructure and services of the individual products of the tourist industry;
Establishment of a regional centre focused on the development of the tourist industry;

Job opportunities created in the tourist industry and industries connected with the tourist
industry.

Specific target: Support of building production in regions

Support measures:

Promotion of building production industries and manufacture of building materials, with the
utilisation of existing capacities for the implementation of construction investment units;
Support in adopting advanced building technologies and required quality of building
productions;

Support in joining the construction industry in international networks by participation in
exhibitions and fairs organised in the country and abroad;

Support for the introduction of quality systems in the construction industry;

Support for the introduction of advanced building technologies and building materials.
Presumed benefits:

Creation of effective jobs in construction and related industries;

Localization of building production or manufacture of building materials in the region;
Introduction of new technologies and building materials.

Specific target: Sustainable development of rural areas

Support measures:

Support in preserving natural and cultural values and reconstruction of historical and
technical monuments;

Focus on conservation of forest geofund, renewal of settlement structures (settlement of
newly cleared land and hand-cultivated fields on slopes) and folk traditions;

Support for building regional and local environmental networks;

Focus on the promotion of human resources and rural communities;

Support for founding promotion, information and consultancy centres;

Support for connecting rural areas (countryside) to information systems;

Focus on initiating activities aimed to building a civic society;

Support in founding mutual networks of community members and private enterprise;

Support in reviving crafts and new skills;

Support aimed to clarification of property relations and foundation of functional land market;
Promotion and diversification of economic activities and services;

Support of building and housing activities and technical infrastructure;

Support in completing and restructuring transport systems, road system and in construction of
pedestrian and cycling roads;

Focus on the support in construction of logistic centres for the improvement of supplies and
sales;

Promotion of the tourist industry;

Support of diversification of social and economic activities.

Presumed benefits:

Improvement of image of region, preservation of natural values;

Accentuation of position of the tourist industry;

Observance of regional characteristics and local specific features;

Preservation of environmental stability, improvement of attractivity of the environment;
Clarification of property relations to land,
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Diversification of economic activities of individual entities and municipalities in the rural
territory aimed to the creation of jobs and new sources of income of the population by
developing new activities in the area of agriculture, sylviculture, services and tourist industry;
Strengthening small and medium-sized enterprise in production activities;

Reduction of unemployment;

Restoration and utilisation of construction fund;

Valorization of local sources and application of traditions in production and farming;
Enhancement of competitiveness of rural environment;

Increase in the number of jobs;

Revival of crafts;

Improvement of transport availability;

Improvement of the environment of municipalities and their interest territory, enhancement
of attractiveness of the environment;

National and international importance of facilities, cross-border cooperation;

Preservation of regional specific features.

Specific target: Development of multi-functional agriculture

Support measures:

Support in introducing advanced technologies in cattle, sheep, goat and poultry farming;
Support of activities aimed to attainment of a balance between the productive function of
agriculture and its functions in the creation and protection of environment;

Promotion of small and medium-sized enterprise in agricultural production, with special
focus on agrotourism;

Support of sheep dairy-farming;

Focus of the support on new technological sowing methods;

Focus on the development of agricultural original production networks, processing industry
and trade (connection of capital and production);

Support focused on the foundation, reconstruction and enhancement of profitability of
existing orchards and vineyards;

Introduction of environmental agriculture and sylviculture.

Presumed benefits:

Improvement of land utilisation;

Improvement of the structure of animal farming, increased interest in farming;

Provision of new jobs, introduction of modernisation in agriculture.

Specific target: Development of market services

Support measures:

Development and promotion of new market services, particularly promotion of financial and
banking services, promotion of consultancy, educational and information services, promotion
of other services.

Presumed benefits:

Enhancement of the quality of market services and their availability;

Utilisation of advanced information means;

Increase of the number of entities (entrepreneurs) operating in the area of market services;
Construction of business incubators.

Specific target: Building and development of industrial parks

Support measures:
Focus on territorial planning preparation, including delimitation of the territory for
construction of industrial parks;
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Support of localization of industrial parks in problem areas;

Support in acquiring land for construction of industrial parks, including payment for purchase
or lease of land;

Building technical facilities and infrastructure necessary for ensurance of the construction of
production zones and industrial parks;

Focus on active contacting and winning potential investors;

Support for investment plans and creation of conditions necessary for their implementation in
the territorial planning documentation.

Presumed benefits:

Solution of the problem of unemployment, enhancement of job opportunities;

Activation of education of regional population;

Improvement of sectoral structure of the region;

Development of new business forms - clusters;

Ensurance of stable development of territories by future industrial parks (at least 5 industrial
parks).

b) Enhancement of innovative capacity of regions

ROP does not deal with possibilities of extension of the research and technical base,
its profiling and utilisation in the diffusion of innovation. It only deals with issues of
information technology support for enterprise and with plans to use innovative ways of
enterprising in the region.

Advanced information technologies are an important factor of growth in efficiency
and competitiveness. The fast developing information sector also requires modernization
progress and attempt at systematic creation of conditions and support for success on the
market in individual regions. Absence of operating capital does not allow most enterprises to
invest in advanced information technologies.

Specific target: Information-technological promotion of enterprises

Support measures:

Support in introducing new information technologies;

Support of connection to international computer network;

Promotion of information services for companies and enterprises in the region.

Presumed benefits:

Extension of business through Internet (e-business), extension of information services,
information network acessing small and medium-sized enterprises.

c) Cultivation of human potential and effective utilisation of labour
force resources

The changes in the economy of the region Slovakia — East related to the
transformation process have resulted in increases in the rate of unemployment and
disproportion between demand and offer of labour force. In some microregions the rate of
unemployment is significantly higher. The offer of vacancies in relation to the number of
recorded unemployed is very low and it does not correspond to the qualification structure of
the unemployed. A distinct weakness is mobility — low mobility and flexibility of labour
force. The solution consists in stabilisation of the business environment and improvement of
the information system for microregional orientation of the labour force.

The development of the rate of unemployment, showing mostly growth in unemployment of
graduates and young people, points to a disproportion between labour market requirements
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and the qualification structure of graduates. The ongoing economic changes led to growing
discrepancies between required qualification for ensurance of economic growth of the region
and the actual qualification of labour force, which calls forth the need for reconstruction of
the educational system in compliance with European standards.

The requirement of active participation and cooperation of all citizens of the Slovak
Republic means that special attention should be paid to the education of employees of
territorial self-government.

One of the major problems of the region’s development is the absence of interest of
the population in public matters. Involvement of a maximum number of inhabitants in
regional activities requires the introduction of different forms of education aimed to
enhancement of a civil and legal conscience, awareness and potential activities of citizens’
organisations.

A social and economic analysis of the region shows that the Romany population
forms a special ethnic group that is relatively strongly represented in the whole region and
requires a special programme of education. Another problem group in the region is abused
women and children and handicapped citizens. Their emancipation within the society
requires educational and social integration.

Several universities and other institutions specializing in education operate in the
region. Analysis of the development of education and training suggests that the whole
educational system needs a regional relation.

Specific target: Stabilisation of labour market and decrease of
unemployment in the regions whose development is permanently
lagging behind

Support measures:

To intensify and extend cooperation of labour offices with consultancy institutions, with the
view of a complex preparation of the unemployed for self-employment and the development
of a system of support consultancy activities for entrepreneurs starting business;

To organize works beneficial to the public for the long-term recorded unemployed to regain
work habits;

To organize special consultancy programmes for young people (age structure from 18 to 26
years).

Presumed benefits:

Decrease of the number of long-term unemployed placed on labour market;

Increase of the number of registered unemployed who started business;

Decreasing rate of unemployment;

Change in the structure of registered unemployed;

Stabilisation and reduction of unemployment;

Revival of business activities.

Specific target: Enhancement of flexibility of labour market in
regions

Support measures:

Introduction of information technologies for better out-of-regional orientation to labour
market;

Support for performing a labour market analysis with regard to priority industries and
structure of the unemployed;
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Support in ensurance of information flow about vacancies, requirements of employers for
qualification structure of labour force in the region and interconnection to the information
system of the Slovak Republic;

Support in developing re-training and consultancy programmes in compliance with regional
needs;

Support in developing support systems for motivation of employers to create jobs, network of
support institutions and non-profit non-governmental organisations (NGOs);

To support the preparation of projects support revival of employment throughout the region;
To support creation of jobs in the form of self-employment.

Presumed benefits:

Decrease of the rate of unemployment in the region, maintenance of employment throughout
the region;

Region provided with information system on vacancies and educational programmes;
Creation and development of new business activities;

Enhancement of the level of specialized knowledge of the unemployed in the region;

Increase of the number of entrepreneurs starting businesses;

Growth in qualified labour force;

Stabilisation of employment and decrease of unemployment;

Limitation of social-pathological phenomena.

Specific targets: Promotion of citizens” initiatives in the regions

Support measures:

Support in ensuring and applying legal consciousness of citizens;

Support in founding organisations specialising in public relations and in population learning
to participate in public matters.

Presumed benefits:

Reduction of negative properties of population manifested in relation to the region;
Enhancement of activity in solving problems concerning regional development;

Better execution of public administration, inclusive of making decisions in matters of
regional development;

Establishment of non-governmental organisations in the region providing know-how in the
area of sophisticated forms of civil participation;

Diversification of NGOs — interest shown in areas of the region whose development is
lagging behind;

Higher level of legal consciousness of population;

Strengthening of the development of citizens” initiatives, even in underdeveloped areas of the
region Slovakia — East;

Reinforced networks of cooperating citizens™ initiatives, business entities (entrepreneurs) —
formation of social cohesion and social capital of the region.

Specific target: Support of marginalized groups

Support measures:

Support of activities solving Romanies” problems, aimed to the improvement of their living
standard, education, integration and emancipation in society;

Support aimed to education in general and education to tolerance;

Support of adequate employment of this population group;

Support of own activities stemming from the group of population itself;

To focus on the solution of problems of women, especially abused women and children;
Support in building shelters for some marginalized groups of population;
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Support, particularly in the form of consultancy, in solving problems related to departure
from threatening environments;

Support of projects aimed to professional preparation of persons working with this
population;

Support in integrating handicapped citizens in professional, cultural and social life;

Support of employment of handicapped citizens;

Support of own activities of handicapped citizens (clubs, unions, associations, events).
Presumed benefits:

Involvement of Romanies in the process of changes, enhancement of self-consciousness;
Enhancement of employment;

Extension of forms of employment providing work to members of special groups;
Establishment of specialized consultancy and educational institutions;

Increase of the number of facilities for inhabitants dependent on help of the society.

Specific target: Development of regionally differentiated system of
education

Support measures:

Completion of the material and technical bases of educational system in compliance with
European standards;

Support for cooperation of schools and enterprises;

Completion of the system of secondary schools and universities, taking into account labour
demand,;

Support in interconnecting educational institutions within the region by network and with
other countries, especially with countries neighbouring with the region;

To complete a metropolitan data network, develop and search for other forms of cooperation
with foreign partners in the framework of international programmes;

Support of education of public servants through educational programmes;

Support education of population in the area of protection of the environment;

Support further education of managers of enterprises;

Support for the system of continuous enhancement of educational level of employees;
Support of education of managers and mid-level technical staff;

Promotion of citizens” initiatives in the regions in connection with whole-life education.
Presumed benefits:

Improvement of school provision with computers, connection to Internet;

Better school provision with new technologies;

Reach higher level of education in the region;

Better cooperation between the business sector and educational institutions in the region;
Enhancement of complex readiness of the future labour force for requirements of labour
market;

Stoppage of deterioration of school buildings;

Projects of whole-life education;

Projects aimed to restructuring of educational system and its adaptation to EU;

Support of projects of education in the area of SME, services and protection of environment;
Enhancement of professional competence of public servants;

Projects aimed on special forms of education of Romanies and other marginalized groups of
population;

Provision of consultancy and psychological services;

Gaining a qualified labour force;

Interconnection of educational system and requirements of labour market;

Lower rate of unemployment, better application on labour market;
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Reinforced social cohesion and social capital of the region.

d) Improvement of accessibility of regions and complex provision of
their territory with facilities of technical and social infrastructure

One of the major problems of transport infrastructure in the region is homogenisation
of road and railway supraregional system, the development of supraregional and international
combined transport, connection to Transeuropean transport systems and to road systems of
neighbouring regions.

In case of railway lines some divisions are not double-tracked or electrified, and they
do not meet requirements for classification to international conventions AGTC and AGC,
respectively. The transport infrastructure is completed by air transport. An inadequate
transport structure and poor technical condition of the fleet have negative impacts not only on
the serviceability of the territory but also on the environment. The low density of the road
system, non-utilisation of combined transport and cases of non-existing road connection
between districts also affect total economic performance and the way of life of microregions.

Actually there is a distinct difference in the levels of telecommunication infrastructure
among north, south, south-east and other areas of the region.

The housing fund in the territory of the region, calculated per 1000 inhabitants, does
not reach the average of developed countries or even the Slovak average level.

The existing level of supplying the population with drinking water from public water
mains in the territory of the region varies greatly. The situation in the area of operation of
sewage treatment plants and the condition of the waste water removal system in the territory
of the region is unsatisfactory. Territories without removal networks and sewage treatment
plants should be solved with regard to their effectiveness, efficiency and local conditions of
the regional territory.

The system of health facilities and social care facilities is marked by an excess of bed,
yet a deficit of out-patient facilities. Functions of health facilities and social care facilities
supplement each other. The existing level of providing health and social services does not
meet the requirements of the population. It is necessary to complete lacking health and social
services and change the approach of the development of the social sphere by closer
cooperation with non-governmental organisations.

Specific target: Modernisation and development of transport
infrastructure

Support measures:

Focus on the improvement of speed and direction parameters in critical transport points;
Enhance the functional level and transport capacities of the most important roads;

Support of construction of by-passes of individual towns/municipalities and highway
conduits;

Support of modernisation of west-east and north-south road and railway axes;

Support of homogenisation of roads aimed to ensure the connection to the Transeuropean
systems;

Support in completing highway conduits;

Support in completing the north-south road interconnection;

Focus on support for developing a combined transport system with construction of terminals
(Zvolen, Lucenec, Kosice, Poprad);

Support of electrification and double tracking of the lines Zvolen - Banskd Bystrica and
Zvolen - Kosice;
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Support in restoring the railway connection Sahy — Drégeypalank;

Support in construction of border crossings;

Standardisation of take-off premises of the airport in Sliac;

Focus on the creation of conditions for restoration of regular passenger and freight air
transport at the airport in Sliac;

Support of reconstruction of the terminal for passengers at the airport in KoSice.
Presumed benefits:

Better accessibility among regions;

Qualitative improvement of the environment;

Enhancement of attractivity of the territory — inflows of investments;

Gain of new job opportunities.

Specific target: Development of transport serviceability and
infrastructure of the region

Support measures:

Focus on modernisation of the public transport infrastructure and its environmental aspect;
Support in restoration of the fleet in public transport;

Completion of buildings of bus and railway stations;

Completion and putting into operation of Interport with locality in Haniska pri KoSiciach;
Support in developing an effective system of integrated passenger and freight transport;
Support intentions towards reconstruction of roads and bridges;

Support of city mass transport;

Improvement of transport interconnectibility between regions and enhancement of density of
the road system;

Ensurance of good technical conditions on road and railway systems.

Presumed benefits:

Reduction of transport load, rate of accidents in localities surrounding municipalities and
cities;

Enhancement of density of the road system;

Enhanced mobility of employees and citizens;

Enhancement of tourism,;

Improvement of travel;

Improvement of serviceability in the region;

Achievement of the integration of city, inter-city bus and railway passenger and freight
transport in crucial areas;

Enhancement of attractiveness of the territory to investors.

Specific target: Development of telecommunication technologies

Support measures:

Support should be aimed to the replacement of analog telecommunication exchanges by
digital exchanges;

Support of construction of adequately dimensioned access network.

Presumed benefits:

Improvement of quality of services in the region;

Ensurance of coverage of most regional territory by a range of telecommunication services;
Enhancement of density of main telephone stations (MTS);

Increase of the number of card-operated public payphones in small municipalities;
Enhancement of communication and information availability in the region.
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Specific target: Development of housing and technical infrastructure
of the region

Support measures:

Support of the introduction of new forms of promoting housing construction;

Support of construction and reconstruction of the housing fund;

Support of construction of communal apartments of the public leasing sector for low-income
groups of population;

Support of partnership of state and non-state organisations;

Support in ensuring adequate quantity and quality of drinking water with rational utilisation;
To focus on reconstruction of water supply systems and new housing construction;
Modernisation of control, measuring and sanitary equipment;

Support in ensuring the sewage treatment plant system;

Completion of waste water systems and sewage treatment plants under construction;
Building local biological sewage treatment plants, septics or small house treatment plants,
including sorted waste disposal or recycling.

Presumed benefits:

Attainment of required quality and standard of housing;

Ensurance of availability of housing for specific and marginalized groups of population;
Rational utilisation of water sources in chosen areas;

Protection of surface and ground water sources from contamination;

Increase of the share of the population supplied from public water mains;

Enhancement of quality of the environment;

Increase of the number of completed local and small sewage treatment plants;

Improvement of health condition of population;

Elimination of risks arising from imperfect waste water disposal.

Specific target: Development of social and health care in regions

Support measures:

Support of transformation of the system of health and social service facilities;

Support of cooperation between bodies dealing with health and social services;

Focus on the support of modernisation of health facilities;

Support of new infrastructure of health facilities in terms of newly-appearing negative
phenomena in the society;

Support of the health education system,;

Support in building support health and social organisations.

Presumed benefits:

Extension of the network of agencies for health and nursing care;

Enhancement of the network of social service facilities;

Improvement of the quality of social services;

Improvement of health condition;

Enhancement of professional knowledge of citizens in the area of health and social aid.

123




8 Evaluation of the influence of the projected National Plan of Regional
Development of the Slovak Republic

8.1 Evaluation of the influence of the projected NPRD SR on economy and social
and territorial development

8.1.1 Initial conditions

The subject of evaluation and measurement of the influence of NPRD SR on the
regional development is the essential relation between expenditures and actual contribution of
the solution, whereby the basic condition is a functional relation between problems of the
socio-economic environment and their solution. This means that measurement and evaluation
are oriented to relevancy of the strategy, its efficiency and effectiveness.

Relevancy

Relevancy

Unambiguous formulafion of gtobal objectives and spegific targets has to demonstrably
reflect ,,actual needs’ Hofsustainable development-ef-Stevakia under conditions of the socio-

economical optimum.

Effectiveness

Effectiveness
Relation between committed expenditures (Input) and the measurable output (Output)
quantified at the level of priorities, specific and global targets.

Efficiency
Influence of the Input (in the form of technical, organisational, financial and human
quantifiable inputs and resources) on the solution of priorities — stabilisation and

development objectives, specific and global targets and strategic objective.

Important areas of evaluation are equal job opportunities for men and women and
impacts on the environment. Ex-ante evaluation is a basis for monitoring and future
evaluation of NPRD SR.

Considering the high level of territorial differentiation of the economy, a successful
solution of problems of its further development is impossible without application of a
regional approach. Therefore it is necessary that the regional dimension is an integral part of
economic policy. This requires that the National Plan of Regional Development of SR is, in
the particular case of Slovakia, a complex document dealing not only with matters related to
the utilisation of potential resources of the European Union but also problems related to the
regional dimension of the economic development of Slovakia until 2006. It means that NPRD
SR has to solve problems that have short-term, mid-term and long-term characters. The
regional policy is then the primary instrument of economic policy, the task of which is to

* based on ROP and SOP
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stimulate development in a way allowing achievement of the strategic objective of the Slovak
Republic:

Growth in GDP to the level of 60— 65 % of the EU average in 2006.

A condition of attainment of the strategic objective of the Slovak Republic is such direction
of the development axes that supposes:

. Utilisation of productive potential of regions

. Enhancement of innovative capacity of regions

. Development of human resources

. Improvement of availability and adequate provision of the territory with
infrastructure.

A successful solution of these key issues of social development under conditions of
active searching for a social, economic and environmental optimum is subject to progress in
fulfilling the following global targets:

1. Creation of effective jobs and decrease of unemployment

2. Support of continuous growth in competitive production

3. Development of technical and social infrastructure

4. Development of productions and services based on the utilisation of domestic
resources

5. Protection and improvement of the environment

6. Development of rural areas and multi-functional agriculture.

When taking into account these conditions and the existing efforts to solve problems
of social development of the Slovak Republic from the aspect of attainment of global
objectives of NPRD SR, it is necessary to concentrate on activities leading towards
realisation of specific targets in the related sectors.

A summary review of the structure of target areas (targets) of NPRD SR is provided
in the following table.
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Table 28 Strategic objective, main development axes, global and specific targets of NPRD SR

Strategic Main
objective of development Global target Specific target
SR axes

Restructuring, microeconomic adaptation and stimulation of
business development

1.Creation of Support of investments and allocation mechanisms enhancing
effective jobs and long-term competitiveness and creation of effective jobs
decrease of Information-technological support of enterprises
unemployment Stabilisation of labour market and decrease of unemployment in

regions whose development is permanently lagging behind
Support of building production in regions
Support of sales, with special regard to export

2. Support of Support of financial competitiveness

continuous growth in Stabilisation of business environment and its continuous
competitive improvement

production Continual growth in competitive production and services, with

special regard to small and medium-sized enterprise
Modernisation and development of transport infrastructure
Development of transport serviceability and infrastructure of

regions

Development of housing and technical infrastructure of
3. Development of municipalities, cities and regions
technical and social Enhancement of flexibility of labour market in regions
infrastructure Development of social and health care in regions

Promotion of educational system

Modernisation of public administration

Promotion of citizens’ initiatives in regions

Support of marginalized groups

Utilisation of resources generating economic growth and

4. Development of permanent competitiveness

productions and Development of tourist industry and balneology

services based on the Enhancement of effectiveness of power economy and development
utilisation of domestic of communal power engineering

resources Building and enhancement of quality of distribution networks

Promotion of market services
Building and development of industrial parks
Renewal of environmental functions in the territory

subject to: relative stability of external environment, adequate effectiveness of economic policy and public

administration and decentralisation
Improvement of availability and adequate provision of the territory with infrastructure

Growth in GDP to the level of 60 - 65 % of the EU average in 2006
Enhancement of innovative capacity of regions

Utilisation of productive potential of regions
Development of human resources

5. Protection and Water protection
improvement of the Protection of climate and air
environment Disposal of waste and elimination of old loads
Environmental education
6. Development of Sustainable development of rural areas
rural areas and multi- Development of multi-functional agriculture
functional agriculture Enhancement of competitiveness of agriculture and sylviculture

Formulation of objectives of NPRD SR is based on synthetic parts of the document:
International economic context

Analysis of present economic situation

Prognosis of development of primary indicators of Slovak economy for needs of NPRD SR
Evaluation of presently implemented policies or programmes

and preparatory analytical works.

We can state that the formulation of objectives of NPRD SR meets requirements for the

solution of balanced development, observing conditions of the application of the pripgiptes:

equalisation, polycentric system of settlement, protection and creation of environment 2

42 Observing the principle of equalization so that the support measures will attenuate tendencies towards significant regional disparities. Harmonious layout and rational
utilisation of the whole Slovak territory, particularly by systematic application of the principle of polycentric system of urban settlement and adequate development of rural

settlement with corresponding equipment with facilities of social and technical infrastructure that should approach the standard of the EU countries.
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The ensurance of regional policy is closely related to the territorial planning policy and their
mutual relationship is expressed by collaboration.

In the Slovak Republic, nation-wide documents of territorial development are
prepared at the national level. In 1994, the Government of the Slovak Republic approved the
Conception of Territorial Development of Slovakia, which was updated in 1997.

The Conception of Territorial Development of Slovakia is a document for
coordination of the development of all activities with territorial and geographic features
relevant for the national level. At the same time, it creates prerequisites of the spatial
integration of the Slovak Republic, as an associated member of the European Union, for
coordinated territorial development within a European context, the creation of prerequisites
of competition for individual regional units, the protection of natural and cultural values in
the regions, and the building of transport and technical infrastructures. The Conception of
Territorial Development of Slovakia is a coordination document for territorial plans of the
regions.

This fundamental conceptual territorial planning document was one of underlying
documents for elaboration by NPRD SR. This applies to the elaboration of the essential
document as well as the individual sectoral operational programmes. The respective
territorial plans of large territorial units served as a basis for the elaboration of regional
operational programmes.

Parallel to the elaboration of the project of the National Plan of Regional
Development of SR, in compliance with the Amendment of Act No. 50/1976 Coll. on
Territorial Planning and Construction Order from the year 2000, the Conception of Territorial
Development of Slovakia 2001 (CTDS 2001) is elaborated, which will become nation-wide
territorial planning documentation after approval by the Slovak Government.

The basic conception of the development of settlement and settlement structures
proposed in the Conception of Territorial Development of Slovakia 2001 is based on essential
principles, directions and rules of the territorial planning (spatial) policy of European
countries.

The proposal of the Conception of Territorial Development of Slovakia 2001 is
elaborated in two alternatives. Both alternatives are based on the said rules and principles of
the development of settlement and settlement structures. One alternative — so-called
polycentric — is oriented to a ,,general but differentiated promotion of the centres of
settlement of the first and the second levels as impulse development poles for the rest of
territory. The other alternative — so-called triple — supposes ensurance of the required global
development of the state by the way of preferred development of three chosen centres of
settlement as impulse development poles for the rest of territory. The substance of the
alternatives consists in a differentiated preference of the development of individual settlement
units.

After negotiation with participation of the state government at regional level,
ministries, self-governing bodies and public, including non-governmental organisations, the
polycentric alternative was chosen for completion.

The proposal of NPRD SR respects these facts and by presumed measures within the
delimited development axes creates conditions for the execution of the polycentric system of
settlement and related system of transport, technical and social infrastructure because such
system the best meets requirements of a balanced economic and social development of
regions.

From the aforesaid it results that ,,interface* between regional and territorial planning
is the proposed structure of settlement. It is also clear that the subject of the regional policy
within the state regional policy and the policy of development of individual regions should be
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the centres of settlement which are a 80% bearer of all economic activities in the secondary
and the tertiary sectors to which their share in the formation of GDP also corresponds.

The integration of regional development planning and territorial planning as a primary
instrument of the protection and creation of environment appears as necessary.

8.1.2 Evaluated and monitored inputs and outputs

As actually there is no complex system of data collection and provision at the level of
the individual projects or a system of evaluation of effectiveness of the implemented
programmes the execution of ex ante evaluation at all target levels is impossible. For this
reason ex ante evaluation was executed at the level of global targets the quantification of
which does not primarily require analytical bases at the level of individual projects and
programmes.

Table 29 Basic review of the system of measurement and evaluation of NPRD SR

Evaluation and measuring methods
Target level ggateglc chitl Global target Specific target Priority
Object of
measurement
Ex post
Relevancy S . Analysis at the level Analysis at the level Fi ial analysi
Efficiency e;l;?lr:;l;z Z(r)l(;llogis of specific targets and of projects and their t}igigsg 0?12:2;?
Effectiveness ¥ their synthesis synthesis pro)
Ex ante
Releyancy Summary socio- Prognosis, analy§ 15 at Ex ante analysis at Financial analysis and
Efficiency . . the level of specific . ..
economic analysis - the level of projects prediction at the level
. . targets and their . . .
Effectiveness and prognosis synthesis and their synthesis of projects

Table 30 Evaluated and monitored inputs and outputs at the level of global targets, including ex ante
evaluation at the level of selected global targets

Monitored factors of ex ante
evaluation at the level NUTS
11

Monitored Output at the

level of NUTS II Ex ante evaluation

Global target

Growth in labour productivity for
the years 2000 to 2006 of: 60% to
73% in BA, 65% to 79% in SW,

Initial situation, presumed 63% to 75% in NW and 55% to

Creation of effective
jobs and decrease of

Growth in labour
productivity

financial allocations,
development of labour

71% in E.(SR total 61% to 74%.)
Growth in employment for the years

unemployment Growth in employment productivity, development of 2000 162006 of : 3.9% to 5.5%
. . 0 . 0
employment in BA, 1.1% to 2.2% in SW, 1.6%
to 4.1% in NW and 1.5% to 4.4%
in E. (SR total 1.8% to 4.0%.)
Growth in added value for the years
Initial situation, presumed 2000 to 2006 of: 66% to 82%
Support of . . »P in BA, 67% to 83% in SW, 66% to
. Growth in added value financial allocations, o/ : o o
continuous growth 82% in NW and 57% to 79% in E.
- Growth of export development of added value, o o
of competitive erformance development of export (SR total of 63% to 81%.)
production p P P Growth in export performance for

performance

SR total in the period of years 2000
to 2006 of 18% to 52%.

Development of
technical and social
infrastructure

Physical units in the area of
technical infrastructure,
growth in number of
vacancies per unemployed,
growth and improvement of
the structure of social
services, enhancement of
quality of educational
system, development of
science and research

Initial situation, presumed
financial allocations,
development in the area of
number and structure of the
unemployed, development in
the area of social services,
number and structure of
graduates from schools and
improvement of infrastructure
of science and research.

Development of
productions and
services based on the

At the level of projects:
Low import demands, long-
term competitiveness,

At the level of projects:
Low import demands, long-
term competitiveness, creation
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Monitored factors of ex ante

Monitored Output at the . .
Global target level of NUTS II (I:Ivaluatlon at the level NUTS Ex ante evaluation
utilisation of creation of jobs of jobs
domestic resources
At the level of projects

Protection and
improvement of
environment

At the level of projects in
the area of individual
segments of environment

individual segments of
environment, development in
the area of individual
segments of environment

Development of
rural areas and
multi-functional
agriculture

At the level of individual
projects, indicators of
microeconomic
performance

At the level of individual
projects, indicators of
microeconomic performance

129




Table 31 Evaluated and monitored inputs and outputs at the level of specific targets, monitored target areas of ex ante evaluation

Glob'al target Sector* Measurable output (Input / Output) Ex ante evaluation — monitored target areas
Specific target
Global target No.1 Creation of effective jobs and decrease of unemployment
balance 1nd1cat0rs? tax beneﬁts,. amount of Reduction of excessive capacities of industry in the regions, parallel rerouting of
. . . . investments, creation of new primary and secondary . . - . .
Restructuring, microeconomic adaptation and . . - L7 . production factors, introduction of new and progressive technologies,
. . . IN jobs, integration of local enterprises in export, relation : L A
stimulation of business development . improvement of capitalisation, increase of labour productivity, increase of added
of new-produced added value from investments to total . . .
value at parallel reduction of environmental impacts
added value
balance indicators, tax benefits, amount of
Supp orf( of investments and atll'ocatlon mechan1§ms %nvestr'nents, (?reatlon of new p rlmaryvand secondary. Capitalisation of microeconomics under conditions of long-term effectiveness of
enhancing long-term competitiveness and creation of IN jobs, integration of local enterprises in export, relation .
L . allocation
effective jobs of new-produced added value from investments to total
added value
From the aspect of the need to apply effective forms of promotion of the regions,
the problem of introduction of information technologies or enhancement of
Information-technology promotion of enterprises IN Number of users and volume of concluded contracts effectiveness of their utilisation through their integration and mutual coordination
should be solved in connection with the existing strategies and programmes of
individual sectors.
Rate of growth in GDP, rate of unemployment,
regional rates of unemployment, number of new-
created jobs, number of founded small and medium- .
e . . To stop the growth in unemployment
Stabilisation of labour market and decrease of sized enterprises, number of recorded unemployed b . . .
. . . . . Intensification of labour demand and enhancement of capacity and readiness of
unemployment in the regions whose development is HR placed by the labour offices in vacancies, number of .
. . . . labour force to react to labour market requirements
permanently lagging behind re-trained recorded unemployed and success of their
realization, average period of keeping the unemployed
in records of the labour office, number of part-time
workers
Reconstruction of the existing housing fund so as to eliminate deficiencies
menacing safety of their utilisation and to restore or enhance the quality of
Volume and structure of housing fund (number of new- housing aflequate to the existing technlc.al' pOSS}bllltleS. . _
. . . . Construction of apartments so that provision with apartments is comparable with
built apartments: private ownership, cooperative . . .
. . the level in transforming countries and approaches the level of developed
ownership, communal and state ownership, other . h . .
countries of the West Europe. Construction of apartments without connection to
. Lo . apartments) . . s . . . .
Promotion of housing in regions HOUS . the creation of job opportunities is no expression of economic relations but it can
Share of permanently occupied apartments per 1000 . L e .
inhabitants lead to the requirement for a more significant building of infrastructure the
. . L assurance of which may not be effective.
Effectiveness-related indicators of organisations . 0 . .
. - Construction of technical infrastructure so as not to threaten the target in housing
managing the housing fund .
construction.
Housing construction for special groups of population so as to develop adequate
and appropriﬂ forms of accommodation for groups of citizens needing help, for
==

BN Industry. HR: Human resources, HOUS: Housing, T&T: Transport and telecommunications, Tl: Tourist industry, ENV: Environment, MFA: Multi-functional agriculture




Global target
Specific target

Sector®

Measurable output (Input / Output)

Ex ante evaluation — monitored target areas

citizens who are in material need and for inadaptable citizens.

Global target No.2 Support of continuous growth in competitive production

Depending on conditions of priority projects, balance
indicators, tax benefits, amount of investments,
creation of new primary and secondary jobs,

Maximisation of export sales of existing capacities and productions for needs of
the creation of resources for reclassification of exported commodities to the
category of commodities competitive by quality.

Sales promotion with special regard to exports IN . . L . Promotion of the share of export commodities competitive by quality in total
integration of local enterprises in export, relation of . . . e . .
. exports and successive reclassification of commodities competitive by price to the
new-produced added value from investments to total . ", . - .
category of commodities competitive by quality under conditions of non-passive
added value
trade balance.
. . Balance indicators, tax benefits, amount of Stabilisation and development of external financial environment
Support of financial competitiveness IN . S L . .
investments, selective investigations Enhancement of effectiveness of corporate financial management
Stabilisation of business environment and its continuous IN surveys and selective investigations in the area of Dynamisation of functional links between conceptions of economic development
improvement quality of business environment and executive
Depending on conditions of priority projects and share Enhancement of SME competitiveness, extension of the participation of SMEs in
of production of commodities competitive by quality, international trade and their professional knowledge under conditions of
Continuous growth in competitive production and balance indicators, tax benefits, amount of investments, multilateral business system, launch of the campaign ,,go digital“ for acceleration
services with special regard to small and medium-sized IN creation of new primary and secondary jobs, of e-commerce of SMEs in line with intentions of the Lisbon Summit of EU in

enterprises

integration of local enterprises in export, relation of
new-produced added value from investments to total
added value

March of this year, enhancement of interest of foreign investors in Slovakia and
hence of the volume of strategic investments, utilisation of the existing production
buildings (premises)

Global target No..3 Development of technical and social infrastructure

Modernisation and development of transport

Provision of regions with transport and
telecommunication infrastructure :

Transport

Length of railway lines (km)

Density of railway lines (km of line/ thousand km2)

Railway transport: Modernisation of international corridors, economic
stabilisation and transformation of the Slovak Railways

Combined transport: Construction of other so-called Regional combined transport
terminals (CTT)

Road and city transport: Continued privatisation of 17 state enterprises of SAD
Road infrastructure: Realisation of objectives of the Conception of Development
of Speed Network

Completion of highway system

. T&T Length of road system (km) Civil aviation: Transformation of Slovak airports to future independent
infrastructure . . .
Density of road system (km/km2) commercial entities
Telecommunications Water transport: Danube — a part of European transport corridors as No. VILA
Density of MTS + B-channels per 100 inhabitants according to agreement AGN express water way E 80, river Vah — a part of
Density of apartment telephone penetration in intermodal transport corridors No. V. A VI. A of the agreement AGN as water
apartments way E 81
Making navigable of lower divisions of water ways Nitra, Hron, Ipel’, Making
navigable the East Slovakian rivers — Laborec, Latorica, Bodrog
Telecommunications: Implementation of telecommunications policy 2000 to 2002
Provision of regions with transport and Railway transport: Modernisation of international corridors, economic
telecommunication infrastructure : stabilisation and transformation of the Slovak Railways
Development of transport serviceability and Transport Combined transport: Construction of other so-called Regional combined transport
T&T Length of railway lines (km) terminals (CTT)

infrastructure of regions

Density of railway lines (km of line/ thousand km2)
Length of road system (km)
Density of road system (km/km2)

Road and city transport: Continued privatisation of 17 state enterprises of SAD
Road infrastructure: Realisation of objectives of the Conception of Development
of Speed Network
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Global target

T Sector* Measurable output (Input / Output) Ex ante evaluation — monitored target areas
Telecommunications Completion of highway system
Density of MTS + B-channels per 100 inhabitants Civil aviation: Transformation of Slovak airports to future independent
Density of apartment telephone penetration in commercial entities
apartments Water transport: Danube — a part of European transport corridors as No. VILA
according to agreement AGN express water way E 80, river Vah — a part of
intermodal transport corridors No. V. A VI. A of the agreement AGN as water
way E 81
Making navigable of lower divisions of water ways Nitra, Hron, Ipel’, Making
navigable the East Slovakian rivers — Laborec, Latorica, Bodrog
Telecommunications: Implementation of telecommunications policy 2000 to 2002
1. Support of reconstruction of the existing housing fund with focus on
elimination of system failures of apartment houses by providing state allowances.
2. Support of construction of apartments to ownership with the view of gradual
elimination of differences of individual regions in provision with apartments per
1000 inhabitants, executed through provision of state contribution to mortgage
credits, - state bonus to construction savings, - state support especially in the form
of advantageous credits out of means of the State Housing Development Fund, -
Volume and structure of housing fund (number of new- state contribution to construction of technical infrastructure.
built apartments: private ownership, cooperative 3. Support of construction of apartments in public lease sector designed for
ownership, communal and state ownership, other housing of citizens with low income, for groups of citizens who need help and for
Housing development and development of HOUS apartments) inadaptable citizens, by providing — state contribution to construction of rented
infrastructure of municipalities, cities and regions Share of permanently occupied apartments per 1000 flats, - state support especially in the form of advantageous credits out of means
inhabitants of the State Housing Development Fund, - state contribution for construction of
Effectiveness-related indicators of organisations technical infrastructure.
managing the housing fund 4. Support of construction of apartments in private lease sector which supports
mobility of labour force by providing — state support in the form of advantageous
credits out of means of the Housing Development Fund, - state contribution for
construction of technical infrastructure.
5. Support of housing construction realised by SMEs by providing bank
guarantees for credits granted to construction of apartments and technical
infrastructure.
6 Solution of legislative obligation of building technical infrastructure.
Rate of unemployment, specific rates of
unemployment, educational and qualification structure
of labour force, duration of unemployment by
education, age, sex, structure of vacancies by
qualification, success of re-training.
Influence of economic growth on the number of To stop growth in unemployment during the years 2000 to 2001
Enhancement of flexibility of labour market in regions HR created jobs, rate of unemployed from VZPS, rate of Elaboration and implementation of projects and programmes for promotion of

registered unemployment, number and structure of
created supported jobs, number and structure or
registered unemployed employed in these jobs, period
of their employment, number and structure of re-
trained registered unemployed for supported jobs,
number of jobs created in small and medium-sized
enterprises

employment in the area beneficial to the public, in the sector of social services as
well as in profit making area.
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Global target
Specific target

Sector®

Measurable output (Input / Output)

Ex ante evaluation — monitored target areas

Development of social and health care in regions

Promotion of educational system

HR

Science and technology:

Research reports, technological procedures, functional
designs, prototypes

Quantification of social and economic benefits of
solutions

Monitoring results of solution after/in the period of 3
years

Further education:

Real changes in quality and number of graduates from
Universities, research outputs, material and personnel
assurance of Universities

Every year statistically really increased number of
graduates against the previous years

Real outputs in introduced information technologies by
projects

Accelerated built PC network

New system of subjects of study and its introduction
into practice

Plan of interconnected system of libraries

Real outputs in introduced library systems by projects
Elementary and secondary education:

Structure and number of graduates, state budget
expenditures on elementary and secondary education

Science and technology

Further education

University education

Elementary and secondary education

Modernisation of public administration

Promotion of citizens” initiatives in regions

Support of marginalized groups

HR

Rate of registered unemployment, specific rates of
registered unemployment of discriminated groups on
labour market, number of participants in individual
programmes, period of their employment after
termination of supported employment, success of re-
training, share of the employed after completion of re-
training.

Implementation of projects and programmes for improvement of employability of
discriminated groups of participants in labour market.

Global target No.4 Development of productions based on t

he utilisation of domestic resources

Utilisation of domestic resources generating economic
growth and permanent competitiveness

PR

Depending on conditions of priority projects and rate of
domestic raw material refining, share of production of
commodities competitive by quality, balance indicators,
tax benefits, amount of investments, creation of new
primary and secondary jobs, integration of local
enterprises in export, relation of new-produced added
value from investments to total added value.

Development of productions competitive on the basis of advantages resulting
from treatment of local raw material, development of productions competitive
first by quality and second by price

Development of tourist industry and balneology

TI

Volume of exchange revenues and their average year-
on-year rate of growth

Utilisation of bed capacity (actual level 3.6 days)
Volume of sale revenues from accommodation of

Enhancement of competitiveness of our tourist industry in the European context
Revival of dynamics of growth in exchange revenues at a rate exceeding the
European average

Renewal of dynamics of growth in domestic tourist traffic
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Global target

43 I :
T Sector Measurable output (Input / Output) Ex ante evaluation — monitored target areas
visitors Growth in stay-related tourism from abroad (with nights)
Creation of new job opportunities both directly in Penetration in new markets and improvement of the structure of visits from the
tourist facilities and in facilities used in connection with aspect of economic benefits
tourism, formation of new capacities Tying up with decisive development trends of the world tourist industry
Keeping pace with the Czech Republic and Hungary in enhancement of service
quality
Volume of savings in fuels and power
Reduced quantity of emissions Power consumption
Enhancement of effectiveness of power management Increase of employment Environment
and development of communal power engineering Balance indicators of production and distribution Creation of jobs
companies Liberalisation of electricity and gas markets
o . o Volume of sales in all types of trade, structure and
E;lvlvdol?é and enhancement of the quality of distribution IN number of business entities, share of large, medium and Balanced, effectively structured and adequately protected internal market
small-sized enterprises in total turnover, aggregate
Turnover and tax revenues in the sector of market - .
. . . g AP Dynamisation of demand after market services
Promotion of market services IN services, balance indicators of organisations in the . . S .
. Effective allocation of market services in Slovak regions
sector of market services
Creation of primary and secondary jobs, balance . . . . T .
Building and development of industrial parks IN indicators of industrial parks and zones, share of Foundation of long-term effective industrial parks in the individual regions of the

produced added value

Slovak Republic and the utilisation of the existing production plants (buildings)

Global target No.5 Protection and improvement of environment

Completed Slovak Environmental Inspection,
professional organisation of the State Conservation of
Nature of the Slovak Republic (administration of
preserved areas) and customs bodies of the Ministry of

Preservation of most precious parts of natural and cultural heritage,

Completion of preserved area network, observing international criteria,
Strengthening of organisational structure of protection of nature and landscape
Connection of scientific programmes with practical care of nature and landscape
Application of available strategic legal, economic and communication instruments
Amendment of selected legislation in area of nature protection in general
Amendment of legislation in area of international trade in threatened types of

Restoration of environmental functions in territory ENV Finance of the Slovak Republic, .
Established specialized state administration for organisms o, L .
. Institutional reform of authorities and organisations of nature protection
environment, Reinforcement and extension of human capacities (by about 500 persons)
Completed technological infrastructure of detention . P y P
Agroenvironmental programmes
centres. . . .
Intensification of research activities
Environmental education and cooperation with the public in protection and care
of nature and landscape
Enhancement of effectiveness of information and
monitoring systems Achievement of good condition of surface and ground water, water ecosystems,
Addition to instrumental and personnel provision of Achievement of compliance with set objectives and limits in preserved areas
inspection Establishment of balance between deliveries and replenishment of water supplies
Water protection ENV Addition in population connected to public waste water Creation of conditions for provision of population with non-contaminated

and public water system and improvement of mutual
relation

Technological equipment of sewage treatment plants
Their addition with tertiary equipment of sewage

drinking water,
Mitigation of effects of floods and lack of water
Reduction of the number of contaminants discharged or penetrating into waters.
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treatment

Addition of productions meeting environmental criteria
and which introduced in their production procedures
the best available technology

Evaluation of erosion processes in the country,
introduction of systematic approach to deal with old
environmental loads, evaluation of capacity and
technical assurance of state administration in relation to
its effectiveness.

Classification of large sources of air pollution to class
A
consumption of light heat oil with content of sulphur

Harmonisation of requirements for incineration of refuse with EU requirements,
observance of emission limits by large sources of contamination containing
stationary equipment for fuel combustion,

implementation of generally binding legal regulations on requirements for fuel
quality, keeping operating records on type, extent and way of providing air

Protection of climate and air ENV up to 0.2% against other liquid fuels, quantity of protection data (Decree of the Ministry of Environment of SR No. 144/2000
power generated from renewable resources, Coll.), reduction of emissions of volatile organic substances in compliance with
consumption of power per unit of GDP, number of EU in area of measures in distribution stores of fuels and selected equipment and
monitoring stations. in utilisation of solvents,

implementation of measures to achieve compliance in air quality (and related
directives) in affected territories.
Prevention of waste generation
Maximum valorisation of waste
Waste disposal in compliance with conditions laid down in the Act on Waste and
Reduction of occurrence of wastes, its 1m.plement1ng' l.eglslatlon,. L .
. N L e Creation of conditions for utilisation of presently non-valorisable waste,
Waste disposal and elimination of old loads ENV Improvement of waste valorisation (utilisation), . . . . .
. . . Reduction of share of piled biodegradable organic waste (in dumps)
Reduction of volume of piled wastes (in dumps) . .
Reduction of risks from old dumps
Authorisation of disposal of utilisable batteries and accumulators
Authorisation of disposal of oil waste
Authorisation of collection and treatment of old vehicles.
Building up a new environmental education system at
all types of schools
Introduction of environmental education system at the
level of out-of-school facilities,
Enhancement of environmental consciousness of all
groups of population
Development of system of environmental education
centres in regions and environmental centres in some Changes in content and application of alternative methods in environmental
national parks and selected preserved areas ducati ithin the whole educational sect
Environmental education ENV Cooperation with the sector of education, science and ¢ducation within the who'e educationa’ sector

other sectors and entities on the improvement of
content and methods of environmental education at all
types of schools,

Enhancement of professional competence for the
execution of state administration in the sector, by
enhancing environmental consciousness in all groups
of population to contribute to sustainable development
Enhancement of environmental consciousness and
improvement of environmental education at all levels,

Completed centres of environmental education and information centres of
protection of nature and landscape.

135




Introduction of Programme of Environmental Academy
as a permanent educational process for different levels
and age groups,

Introduction of a uniform system of environmental
propagation and control of advertising

Development of systems of consumer information on
environmental quality of products and propagation of
environmental identification, coordination with other
product identifications, allowing access for Slovak
business entities to the European model of
environmental identification of products in place in EU
countries.

Global target No. 6 Rural development and multi-functional agriculture
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Sustainable development of rural areas

MFA

Economic performance in rural area and its
structure

Creation of jobs

Technical infrastructure

Legislative environment, quality of human
resources

Diversification activities in rural area
a)- development of complementary utility productions, manufacture of traditional
materials and utility objects, manufacture and sale of local specialities, minor
handicraft,
- promotion of services to visitors of countryside (reconstruction of farming
structures, e. g. family farms specializing in providing tourist services, modernisation
of existing facilities, construction of new facilities) ,
- development of recreational and leisure activities, including purchase of technology
and equipment (tourist tracks, sport equitation, sport fishing, sport hunting,
raftsmanship, cyclotourism, water sports, winter sports etc.).
b)- support of small-scale public investments in the area of reconstruction of
buildings, including embellishment of their surroundings, with historical, cultural and
folkloric values connected with the development of services and attendance rate.
Sylviculture
- purchase of new machines, equipment and technologies used in nurseries, in forest
cultivation, forest protection, forest production, skidding, primary treatment and
transport of wood ,
- building activities related to operation of new technologies,
- investments in improvement of wood and forest product marketing (purchase of
computers and office equipment, software, development of computer networks etc.).
Agricultural production procedures leading to protection of environment and landscape
- in five pilot projects to ensure education of management and realise
agroenvironmental measures.

Land adjustments
- making land accessible by construction and reconstruction of field and forest paths
- implementation of revitalizing measures for creation and protection of landscape,
development and renovation of segments of environmental stability of the landscape
- settlement of property relations
- reduction of land fragmentation
- reduction of the number of coproprietary shares.

Development of human resources
- Implementation of training enhancing the capacity of candidates to execute projects
within the programme SAPARD.

Technical assistance
- elaboration of territorial planning documentation,
- elaboration of studies for needs of SAPARD monitoring
- elaboration of programmes for development of microregions.

Development of multi-functional agriculture

MFA

Economic and export performance, its structure,
investments, added value, sales revenues from
agricultural and animal products, number of
created jobs

Investments in agricultural enterprises

a) Animal production

- Revitalisation of sheep-farming

- Investments in reconstruction of technologies for sheep-farming

- Investments in new technologies for layer-farming

- reconstruction of transport containers for one-day chickens aimed to welfare
b) Vegetable production

- Reconstruction and construction of storage premises for fruits, vegetables
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and low-tonnage plants with after-harvest treatment.

Support of foundation of marketing organisations of producers

- Support of establishment of marketing organisations of producers during the first
five years of activity in the area of breeding cattle for milk, cattle for meat, pigs for
meat, freshwater fish, poultry and eggs, in the area of growing fruits and vegetables,
cereals, oil seeds, potatoes and sugar-beet.

Development of human resources
- Realisation of training enhancing the possibility of candidates to implement projects
within the programme SAPARD.

Technical assistance

- elaboration of territorial planning documentation

- elaboration of studies for needs of SAPARD monitoring

- elaboration of programmes for development of microregions.

Enhancement of competitiveness of agriculture and
sylviculture

MFA

Export performance, investments, added value,
sales revenues from agricultural and animal
products, number of created jobs

Improvement of treatment and saleability of agricultural products:

reconstruction and purchase of new technological equipment in order to achieve the
standard ISO 9000,

reconstruction and purchase of new technological equipment in order to enhance their
applicability,

increase exports of foodstuff products

Development of human resources

implementation of training enhancing the possibility of candidates to implement
projects within the programme SAPARD

Technical assistance

- elaboration of territorial planning documentation

- elaboration of studies for needs of SAPARD monitoring

- elaboration of programmes for development of microregions.
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9 Administrative and implementation system

9.1 Institutions for implementation of the National Plan of Regional Development of
the Slovak Republic

At the central level, it is necessary to mention the Slovak Government. The Council of

Slovak Government for Regional Polic GRP) operates as_a supradepartmental body under
the lead of the Vice Prime Minister.)ﬁ H—is—the—strategie;—eoordinating—eonsultaney—and
initiative body for issues of regional policy and coordination of structural instruments.

In terms of § 10 of Act No. 293 of 2 November 1999 modifying and amending the
Act of the Slovak National Council No. 347/1990 Coll. on Organisation of Ministries and
other central bodies of state government of the Slovak Republic, as amended, the Ministry of
Construction and Regional Development of the Slovak Republic (hereinafter referred to as
»~MCRD SR®) is the central body of state government of the Slovak Republic for regional
development.

In the implementation of NPRD SR, the Ministry of Construction and Regional
Development of the Slovak Republic executes the function of a so-called managing body
(pursuant to Regulation of EC 1260/1999) for NPRD SR (primary document) and individual
ROPs coordinates the activity of all state government bodies and territorial self-governing
bodies involved in the implementation of NPRD SR, ROPs a SOPs, evaluates the progress
and fulfilment of NPRD SR (primary document) and through its detached departments
evaluates the progress and fulfilment of ROPs, ensures the selection of projects within ROPs
and, in cooperation with state government bodies, ensures their independent professional
assessment, whereby criteria for the selection of projects are laid down by the competent
RMMC.

The ministries and other central bodies of state government should contribute by their
activity to the support of regional development, particularly to the adjustment of differences
between the levels of development of individual regions. The responsible relevant ministries
execute the function of a so-called managing body (pursuant to Regulation of EC 1260/1999)
for individual SOPs, and regularly evaluate the fulfilment of SOPs. Within the
implementation of SOPs they ensure the selection of projects in compliance with SOP
priorities and ensure their independent professional assessment.

The regional offices cooperate in the implementation and evaluation of ROPs.

Table 31 — Functions of individual bodies in implementation of NPRD

Authorities/responsibilities
Level Decision-making/Monitoring Implementation
Regional RMMC Regional branches
. National fund, payment and implementation agencies
National CGRP, NMC, NAC Ministries — implementation part of NPRD SR

The national aid coordinator (NAC) at the Office of Government of the Slovak
Republic is responsible for programming, monitoring and evaluation of the programmes.

The implementation agencies (IA) provide the material implementation of the
individual projects and ensurance of selection procedure (tender), contracting and payments.
One of IAs is the Central Financial and Contracting Unit (CFCU). It executes the function of
IA for projects of institutional development whereby their material implementation lies within
authority of senior programming officers (SPOs) at the competent ministries.

* Decision of Slovak Government No. 606 of 7 July 1999
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RMMC - Regional managing and monitoring committeed CONsiSt of represenmatives or

regions at the level NUTS II and of socio-economic partners|

PCSF — Preparatory Committee for Structural Funds of EU is the coordinating and
consultancy body of the National Aid Coordinator, the Vice Prime Minister of the Slovak
Government for human and minority rights and regional development and the Minister of
Construction and Regional Development of the Slovak Republic in order to ensure
coordination of all instruments of EU pre-accession aid in the preparation of the Slovak
Republic for the utilisation of the structural funds of the European Union.

NMC — National Monitoring Committee (to be established in the near future) is composed of
representatives of competent departments, representatives of regions at the NUTS 1I level,
and socio-economic partners. Its main task will be to monitor the progress and results of the
implementation of NPRD SR.

9.2 Funds management

The management of funds designed for ensurance of the implementation of measures
of NPRD SR includes administration of public resources and EU resources.

Issues of funds management are solved in close cooperation with the Ministry of
Finance of the Slovak Republic.

The competent body for management of ffT - fom 1 =
PHARE, SAPARD and ISPA is the National Fund]*lestablished-atthe Ministry-of Finanee-of—————
the Slovak Republic. The National Fund ensures the transfer of funds to the accounts of
implementation agencies (IAs) and CFCU. The National Authorised Officer (NAO) is
responsible for financial management of EU funds and for provision of co-financing out of
domestic resources.

The funds management is subject{tp Stovak tegistation in force regutating cash flows
of state budget and other public budgets| }-as-well-as-te-apphicablelegislation—in-the-areaof
EU pre-accesgion aid, in ctose cooperatfjon with the Preparatory Committee for Structural
Funds of E

9.3 System of NPRD SR monitoring and evaluation

The system of NPRD SR monitoring and evaluation is based on EU legislation
force, particularly on the Regulation of EU Council, Part IV, Chapter I, Articles 34 to 37"}
establishing general provisions on the Structural Funds. Within the system, the recommended
General Methodology of EC on indicators for monitoring and evaluation of documents related to the

Progressively in compliance with objectives of the Conception of decentralisation and modernisation of public administration, the self-
governments, particularly self-governments of higher territorial unit, should assume a decisive part in regional development. By Decision of
Slovak Government No. 230 of 11 April 2000, the Government approved the transfer of competencies to the self-governments of higher
territorial units.

At the same time, the Slovak Government approved by the said Resolution the start of activity of the self-government of higher territorial
units as from 1 January 2002.

% Established in terms of Decision of Slovak Government No. 856/1998 and the Memorandum of Understanding on the establishment of the
National Fund signed between the European Commission and the Slovak Government on 10 December 1998

7 Budgets of state purpose funds, budgets of public institutions

* under direction and coordination of the Ministry of Construction and Regional Development of the Slovak Republic

* Council Regulation (EC) No 1260/1999 of 21 June 1999 laying down general provisions on the Structural Funds. Official Journal of the
European Communities, L 161, 26.6.1999.
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Structural Funds is also applied]” +he-system—is-based-on—theprineiples—of-decentralisation
Yy P P 5
partnership, programming and coordination.

The system of NPRD SR monitoring and evaluation is ensured by two interconnected bodies:

9.3.1 National Monitoring Committee (NMC) [*

Responsible for overall coordination of ensurance of preparation and monitoring of the
implementation of NPRD SR;
Coordinating the activity of regional managing and monitoring committees;
Ensuring the preparation of interim and final reports, the execution of evaluations and of
functions according to statute of NMC.
NMC members are representatives of the relevant ministries, relevant socio-economic
partners, representatives of professional and citizens” associations.

9.3.2 Regional Managing and Monitoring Committees (RMMCs)

They represent the interests of individual regions in the process of preparation and the
implementation of NPRD SR. They are responsible for the preparation of Regional
Operational Programmes, their implementation, and monitoring of their implementation.
RMMCs are established for four regions approved by Decision of the Slovak Government No.
923/1999coumty of Bratislava, Slovakia — Southwest, Slovakia — Northwest and Slovakia —
EastE They—are—established for the programming period laid down by NPRD SR. The
composition of RMMCs observes the territorial principle and the principle of partnership.
Members of RMMCs are representatives of state government bodies, representatives of self-
governments (cities and municipalities) or their associations, representatives of the business
sector, representatives of universities and other scientific workplaces and the tertiary sector,
appointed by the Minister of Construction and Regional Development of the Slovak Republic.

9.4 Basic relations in the area of the implementation and evaluation of NPRD SR

A pre-requisite of the successful implementation of NPRD SR is the establishment of
a functional mechanism for its monitoring and the evaluation of short-term, mid-term and
long-term influences on the individual regions and Slovakia as a whole.
In the first place, the system of monitoring and evaluation examines and evaluates the rate of
influence of public finapdiatTesources and EU tesources used for the solution of individual
levels of the target areasE
The purpose of the system of NPRD SR monitoring and evaluation is to analyse the
effectiveness of the utilisation of NPRD SR funds with regard to set priorities, specific
targets, global and strategic objectives of the regional and sectoral operational programmes.

*% Indicators for Monitoring and Evaluation: An indicative methodology. Working Paper 3. EC, DG Regional
Policy, 1999.

> To be established following to approbation of NPRD SR, presumed before the end of the year 2000

32 Statute of RMMCs was approved at the 5™ session of the Council of Government for regional policy on 11
July 2000; the proposal of RMMC members was approved on the 6™ session of RVRP on 25 September 2000
>3 This means at the level of strategic objective, global objectives, specific targets and priorities of sectoral and
regional operational programmes
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Picture 1 Basic relations in the area of implementation and evaluation of NPRD SR
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IMPLEMENTATION:

* Individual measures of the sectors, RMMCs and entrepreneurs are implemented in the
form of technical, organisational, financial and human quantifiable input funds and
resources (Input)

* Quantification means nominal quantification and quantification in physical units

* Measures are related to individual priorities of sectoral and regional operational
programmes

* A summary of relevant measures is related to individual specific objectives

* A summary of measures related to individual specific objectives follows the attainment of
individual global objectives

* A summary of measures related to global objectives follows the attainment of the strategic
objective of the Slovak Republic.

EVALUATION:

* Expenses on the implementation of individual measures are directly related to real benefit
(Output)

* The achieved Output is monitored and evaluated on the basis of a measurable output at
the level of priorities in the form of a financial analysis at the level of projects

* The achieved Output is further monitored and evaluated at the level of specific objectives
in the form of an analysis and a synthesis of results of financial analyses at the level of
projects
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* The achieved Output is further monitored and evaluated at the level of global objectives in
the form of an analysis and a synthesis of results of monitoring and evaluation at the level
of specific objectives

* A summary socio-economic analysis takes into account the results of monitoring and
evaluation at the other levels and evaluates internal and external aspects of the
development of Slovakia.

Monitoring and evaluation are executed depending on need, but at least once a year at the

level of projects, priorities, specific objectives and global objectives, and once every three
years at the level of the strategic objective of the Slovak Republic.

Picture 2 Primary circuit of monitored and evaluated relations of NPRD SR

Need Socio-economic environment

Strategic
objective of
SR

A

A

Global
objective

A

A

Relevancy

Solution Specific
objective

A

A

Objective > Input > Measure J  Output -
,,,,,,,,,,,,,,,,,,,,,,,,,, b Priority

T effectiveness

efficiency
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Monitored and evaluated relations of NPRD SR include:

Relevancy

H Tou ation of global and specific objectives has to demonstrably reflect the real needs of
4 i ment of Slovakia under conditions of a socio-economic optimum

It is explained in the synthetical part Evaluation of Influence of the Projected NPRD SR

Efficiency

Influence of the Input on the solution of priorities — stabilisation and development objectives, specific
objectives, global objectives and strategic objective

It is elaborated in the synthetical part e) Evaluation of Influence of the Projected NPRD SR — ex ante
evaluation

Effectiveness

Relation of used means ( Input ) to the measurable result ( Output ) quantified at the level of priorities,
specific objectives and global objectives.

Methods of evaluation and measuring include:

Summary socio — economic evaluation

* Evaluation on the level of global objectives, or specific objectives and priorities and
measures serving for evaluation of the total socio-economic impacts on regional
development

» The applied method is an analysis of statistical data and soft information on the utilisation
of model procedures, particularly in ex ante evaluation

* Applied especially to measuring and evaluation of impacts on the level of strategic
objective of the Slovak Republic, development axes, global objectives and specific
objectives

Evaluation on the level of projects

* Bottom-up approach for which impacts of individual thoroughly examined and evaluated
projects on the level of specific objectives are summarized

* Used for evaluation and measuring efficiency and effectiveness

Financial analysis

* Thanks to its high predictability, it represents the most effective method for evaluation
and measuring on the level of individual projects;

» Itis applied to the evaluation of effectiveness on the level of specific objectives, priorities
— stabilisation and development objectives.

For the evaluation of impacts of NPRD SR on all levels, aspects of all potential methods of
measuring and evaluation should be evaluated.

5% based on ROPs and SOPs
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95 Indicators of monitoring and evaluation of NPRD SR and its measurable outputs

To strengthen content monitoring and evaluation of the implementation of NPRD SR,

preliminary quantifiable ind}il{%jfeﬁ—@f—rﬂdfbﬂﬁﬂl—ﬂﬁeﬁﬁﬁfeﬁﬁ—de&fﬂmﬂ:d, observing the

codes of general methodology’

Table 33 Monitored indicators according to general methodology of EU

Area

Employment

Development of
agriculture and rural
development

Development of SME
and artisan trade

Development of tourist
industry (including
balneology)

Research, technical
development and
innovation

Development of human
resources

Development of
technical infrastructure

Development and

Monitored indicators

Growth in employment

Rate of employment

Difference between rates of employment Men/Women

Rate of employment of age group from 50 to 64 years

Rate of unemployment

Rate of unemployment of young people

Difference between rates of unemployment Men/Women

Long-term unemployment

Created new jobs (expressed by number of jobs in enterprises or institutions that would not have been
created without the implementation of the programme)

Conserved jobs (those jobs that were conserved in enterprises or institutions thanks to successful
implementation of project/programme).

Complementary to indicators of the programme SAPARD:

Number and scope of implemented projects aimed to enhancement of competitiveness of the foodstuffs
industry, volume of invested funds from individual resources (EU, national contribution, private
expenses)

Number and scope of implemented projects aimed to the promotion of multi-functional agriculture;
volume of invested funds from individual funds (EU, national contribution, private expenses)

Number and scope of implemented projects aimed to sustainable rural development from individual
resources (EU, national contribution, private expenses).

Number and volume of provided grants, volume of provided advantageous loans for SMEs and artisans
starting businesses

Number of built or extended consultancy centres for SME and artisans in individual regions

Share of direct investments from total investments in the development of small and medium-sized
enterprises.

Volume of provided grants and advantageous loans for development and modernisation of the network
of regional organisations in tourist industry

Volume of provided grants and advantageous loans for development of information system; number of
enterprises in tourist industry from regions engaged in the information system and their connection to
foreign information and promotion networks

Number of monitored statistical indicators on the tourist industry and balneology at the level of regions
and centre.

Number of implemented joint projects between enterprises and research and development workplaces;
volume of invested funds in these projects

Growth in investments in joint projects between enterprises and research on the part of budgets in the
business sector

Number of small and medium-sized enterprises of priority regions engaged in the network and projects
supporting technical development

Number of persons (end users) covered by projects support employability (professional preparation,
consultancy for labour market)

Rate of placement of end users on labour market 1 year after completion of professional preparation
Number of implemented pilot projects aimed to innovation of professional education and preparation
Number of young professionals, students, workers dealing with professional preparation of young
persons who participated in professional training in domestic or foreign enterprises within mobility
projects

Indicators: To monitor and evaluate the share of women in all indicators of the Group 2.

Number of kilometres of built and/or modernised speed railways; rate of completion of railway system
Number of kilometres of built and/or modernised highways; rate of completion of the highway system
Number of implemented projects aimed to improvement of public transport services in cities;

Growth in percentage of public city transport users

Growth in number (and percentage) of digital telephone lines

Length of connecting network with optic fibre (in km)

Number of new firms providing services of information technology

Number of new Internet connections (per 1000 inhabitants)

Volume (in MW) of new or modernised power plants (classified by source of power)

Length of new or modernised distribution network (km)

Growth in share of renewable resources in total power consumption

Number of power plants with new or modernised equipment for capture of harmful emissions discharged

> Codes of indicators in general methodology are based on codes of the areas in which investments within the
Structural Funds can be made.
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Area Monitored indicators

improvement of
environmental
infrastructure

to the air
Length of completed sound barriers along highways
Growth in built capacities (in %) for recycling city and industrial waste

Number of implemented projects aimed to improvement of drinking water quality by introduction of
environmental technologies
Number of constructed new and modernised sewage treatment plants

Support of regeneration
of industrial zones and
urban areas

Development of social
infrastructure and public

health system
users

Number of implemented projects aimed to revitalisation of buildings of factories for new utilisation
Area of repair of devastated land and countryside damaged by industrial activity
Number of implemented projects aimed to regeneration of urban areas

Number and growth in capacity of modernised hospitals, rehabilitation centres and centres for seniors
Number of modernised nurseries, kindergartens and growth in number of their users
Number of constructed or modernised facilities for handicapped citizens and growth in number of their

Table 34 Measurable outputs and their primary factors on the level of global objectives of NPRD SR

Global objective

Monitored Output at the NUTS 1I level

Monitored factors of ex ante evaluation
at the NUTS 1I level

Growth in labour productivity

Initial situation

Creation of effective jobs and decrease Growth in employment Presumed financial allocations,
of unemployment development of employment,
development of labour productivity
Growth in added value Initial situation

Support of continuous growth in
competitive production

Growth in export performance

Presumed financial allocations,
development of GDP — added value,
development of export performance

Development of technical and social
infrastructure

Physical units in the area of technical
infrastructure,

Growth of number of vacancies per
unemployed, growth and improvement
of structure of social services,
Improvement of the quality of
education, development of science and
research, number of unemployed per
vacancy

Initial situation

Presumed financial allocations,
development in the area of number and
structure of the unemployed,
development in the area of social
services, number and structure of
graduates from schools and
improvement of infrastructure of science
and research.

Development of productions and
services based on the utilisation of
domestic resources

At the level of projects:
Low import demands
Long-term competitiveness
Creation of jobs

At the level of projects:
Low import demands
Long-term competitiveness
Creation of jobs

Protection and improvement of the
environment

At the level of projects development in
the area of individual segments of
environment

At the level of projects individual
segments of environment at the level of
projects development in the area of
individual segments of environment

Rural development and development of
multi-functional agriculture

At the level of individual projects
indicators of microeconomic
performance

At the level of individual projects
indicators of microeconomic
performance

Table 35 Measurable outputs at the level of specific objectives of NPRD SR

Global objective
Specific objective

Sector Measurable output ( Input / Output )

Global objective No.1 Creation of effective jobs and decrease of unemployment

Restructuring, microeconomic adaptation and

Balance indicators, tax benefits, amount of investments,
creation of new primary and secondary jobs, integration of local

stimulation of business development N enterprises in export, relation of new-produced added value
from investments to total added value
Promotion of investments and allocation mechanisms Balance indicators, tax benefits, amount of investments,
enhancing long-term competitiveness and creation of IN creation of new primary and secondary jobs, integration of local
effective jobs enterprises in export, relation of new-produced added value
J from investments to total added value
IT support of business development IN Number of users and volume of concluded contracts
Rate of growth in GDP, rate of unemployment, regional rates of
Stabilisation of labour market and decrease of unemployment, number of newly-created jobs, number of
unemployment in regions whose development is HR established SMEs, number of registered unemployed placed by

permanently lagging behind

labour offices to vacancies, number of re-trained registered
unemployed and success of their application, average period of
keeping the unemployed in records of labour offices, number of
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Global objective

Specific objective Sector Measurable output ( Input / Output )
part-time workers
Support of building production in regions HOUS Volume of public investments, volume of private investments,

number of new-created jobs in construction

Global objective No.2 support of continuous growth in competitive production

Depending on conditions of priority projects, balance indicators,
tax benefits, amount of investments, creation of new primary

Promotion of sales with special regard to export IN and secondary jobs, integration of local enterprises in export,
relation of new-produced added value from investments to total
added value

Support of financial competitiveness IN Balance indicators, tax benefits, amount of investments

Stabilisation of business environment and its continuous IN Surveys and investigations in the area of quality of business

improvement environment
Depending on conditions of priority projects, balance indicators,

. . .- . tax benefit: t of i t t ti f i
Continuous growth in competitive production and ax benetits, amount of mvestments, creation ot new primary
IN and secondary jobs, integration of local enterprises in export,

services with special regard to SME

relation of new-produced added value from investments to total
added value

Global objective No.3 Development of technical and social infrastructure

Modernisation and development of transport
infrastructure

T&T

Equipment of regions with transport and telecommunication
infrastructure

Development of transport serviceability and
infrastructure of regions

T&T

Equipment of regions with transport and telecommunication
infrastructure

Development of housing and technical infrastructure of
municipalities, cities and regions

HOUS

Volume and structure of housing fund

Share of permanently occupied apartments per 1000 inhabitants
Effectiveness-related indicators of organisations managing the
housing fund

Enhancement of flexibility of labour market in regions

HR

Number and structure of created supported jobs, number and
structure of registered unemployed employed in these jobs,
period of their employment, number and structure of re-trained
registered unemployed for supported jobs, number of jobs
created in small and medium-sized enterprises

Development of social and health care in regions

Promotion of educational system

HR

Science and technology:

Quantification of social and economic benefits of solutions
Further education:

Expenditures on further education

University education:

Share of state budget expenditures on Slovak Universities in
GDP, quality and number of graduates from Universities,
research outputs, real outputs in introduced information
technologies

Elementary and secondary education:

Structure and number of graduates, stage budget expenditures
on elementary and secondary education

Modernisation of public administration

Promotion of citizens” initiatives in regions

Support of marginalized groups

HR

Specific rates of registered unemployment of discriminated
groups on labour market, number of participants in individual
programmes and their real outputs

Global objective No.4: Development of productions based on the utilisation of domestic resources

Utilisation of domestic resources generating economic

Rate of refinement of domestic raw materials, share of
production of commodities competitive by quality, balance
indicators, tax benefits, amount of investments, creation of new

growth and permanent competitiveness N primary and secondary jobs, integration of local enterprises in
export, relation of new-produced added value from investments
to total added value
Development of exchange revenues, utilisation of bed capacity,
Development of tourist industry and balneology TI volume of sales from accommodation of visitors, creation of
new primary and secondary job opportunities
Enhancement of effectiveness of power management Volume of Savings m fu.e ls' and power
. . IN Reduced quantity of emissions
and development of communal power engineering
Increase of employment
Development and enhancement of distribution network IN Volume of sales in all types of trade, structure and number of
quality business entities, total share of SMEs in total turnover
. . Turnover and tax revenues in sector of market services, balance
Promotion of market services IN L. S . .
indicators of organisations in sector of market services
Creation of primary and secondary jobs, balance indicators of
Building and development of industrial parks IN industrial parks and zones, share of produced added value,

volume of production of industrial parks, volume of export of

147




Global objective

Specific objective Sector Measurable output ( Input / Output )

industrial park production

Global objective No.5: Protection and improvement of environment

Level and quality of environmental balance of the territory
Development in area of biodiversity of genetic resources
Level, quality and effectiveness of infrastructure in area of
protection of nature and landscape

Restoration of environmental functions in the territory ENV

Level, quality and effectiveness of infrastructure in the area of
water protection

Development of number of population connected to public
waste water removal and public water mains

Technological equipment of sewage treatment plants and their
addition with tertiary equipment for sewage treatment,
Environmental load of productions,

Evaluation of erosive processes in country

Water protection ENV

Amount of power generated from renewable resources
Power consumption per unit of GDP

Level, quality and effectiveness of infrastructure in area of
protection of air and ozone layer of the Earth

Climate and air protection ENV

Development of occurrence of wastes
Waste disposal and elimination of old loads ENV Development in the area of waste valorization
Development of the amount of piled waste (in dumps)

Changes in content and application of alternative methods
Environmental education ENV in environmental education within the whole educational sector
Level and quality of the system of environmental education

Global objective No.6 Rural development and multi-functional agriculture

Development in areas:

Diversification activities in rural area

Sylviculture (forestry)

Agricultural production procedures leading towards the
protection of environment and landscape

Land adjustments

Development of human resources

Technical assistance in the form of analytical and planning
documents

Sustainable development of rural areas MFA

Development in areas:

Investments in agricultural enterprises

Support of foundation of marketing organisations of producers
Development of human resources

Technical assistance in the form of analytical and planning
documents

Development of multi-functional agriculture MFA

Development in areas:

Added value and saleability of agricultural products:

MFA Development of human resources

Technical assistance in the form of analytical and planning
documents

Enhancement of competitiveness of agriculture and
sylviculture

Evaluation of the quality of implementation and monitoring system of NPRD SR

The purpose of the evaluation will be outputs in the form of recommendations aimed to
assurance of basi fictional retations of NPRD SR and maximization of monitored and
evaluated relations®

%6 characterized in more detail by Picture No. 1 and Picture No. 2
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10  Financial framework

The financial framework represents a primary basis for the allocation of available
resources of state budget (including state funds that in terms of the Decision of Slovak
Government No. 850/2000 to the proposed reform of state funds will be cancelled and their
function will be ensured by individual chapters or by the Slovak Guarantee and Development
Bank), as well as of the pre-accession funds of the European Union, to the individual regions
at the level NUTS II, from the view of sectors or global objectives and specific objectives of
NPRD SR. The proposal of results for the allocation of financial resources serves as a
financial basis of the economic policy for the solution of target areas of regional development
specified in NPRD SR.
lic—Europeam Commigsion (EC) elaborated based on conclusions of the Berlin
Summif’ h-prepesal-forfinaneial allocation of funds to the countries applying for accession.
These funds will be provided to candidates within the pre-accession aid through three
programmes: PHARE (Council Regulation 3906/89), ISPA (Council Regulation 1267/99)
and SAPARD (Council Regulation 1268/99) from 2000 until their admission to the European
Union.

Based on criteria established, the European Commission proposed for the Slovak
Republic the following annual indicative financial allocation:

PHARE
(including PHARE CBC) SAPARD ISPA Total
49 18.3 36.4-57.2 103.7 - 124.5

Data in mil. EUR,
* For PHARE, maximum 50% of allocated funds may go to the support of economic and social cohesion.

Coordination and financing of the above three programmes in the period of years 2000
to 2006 are implemented in compliance with the Council Regulation No.1266/99 on
Coordination of Pre-Accession Aid, the Council Regulation No. 2759/99 on the
implementation of SAPARD and the Council Regulation SEC (1999) 1596 final of 13
October 1999 on the implementation of the programme PHARE in the candidate countries for
the period of years 2000 to 2006.

The approach of providing funds from PHARE to the associated countries takes into
account the changing ne of the individual countrics within th¢ pre-accession process
during the following years?% Fhe-funds-provided-fromtheprogramme PHARE to candidates
will be the subject of annual individual specification on the part of EC, based on progress
made. At least 20% of annual allocation of the Program PHARE for institutional development
and investments relating to the acquis communautaire will be left outside the approved multi-
year indicative financial allocation. This takes into account the impossibility to predict all
future needs and the need to keep funds for coverage of unforeseen priorities that will every
year result from the regular evaluation report on progress made and actual needs. This is
connected with the need of annual programming which covers the said 20% and programming
up to the projected level for multi-year commitments.

In addition to public and EU resources, the implementation of measures oriented to the
attainment of global objectives and specific objectives of NPRD SR requires the involvement

*" Berlin, 24 to 25 March 1999
%% see PHARE 2000 Review - Strengthening Preparations For Membership , October 2000

149




. 9 . .
of resources of the private sector] }-whese-share-tnformationeof-GDPrepresents+

ore than 80

%. The quantification of these resources depends on the expected economic development as
well as efficiency of economic policy in the area of regional development. An approximate
quantification of real financial needs consisting of state budget resources, EU funds and
private sector resources will be then possible only upon completion of the first stage of the
implementation of NPRD SR, when preliminary evaluations of its efficiency through relevant
measures of the economic policy will be known. This approach is analoguous to the EC
approach in planning financial allocations for financing of individual pre-accession

programmes.

The proposal for financial allocations is an expression of the share of individual
regions in available financial resources that will be used for the support of implementation of

the respective global objective or specific objective. This proposal is based on:

— internal regional needs (represented by weights, which are percentage expressions of the
distribution of funds among individual global objectives / specific objectives) formulated by

the Regional Managing and Monitoring Committees and

— national economic needs expressed by weights of the individual regions, determined as

follows:

In the Industry sector:

* Dby the share of the region in the Slovak population

* by the share of the region in the total number of registered unemployed
* by the share of the region in total produced added value;

In the Human Resources sector:

* by the share of the region in the Slovak population

* by the share of the region in the total number of registered unemployed
* by the share of the region in total produced added value.

In the Housing Development sector:

* by the number of inhabitants corresponding to one apartment

* Dby the share of inhabitants connected to the public waste water removal system
* Dby the share of inhabitants supplied with water from public water mains;

In the Tourist Industry sector:

* Dby the share of the number of visitors
* Dby the share of the number of nights
* Dby the utilisation of bed capacity;

In the Rural Development and Multi-functional Agriculture sector:

* by the share of the region in the Slovak population

* by the share of the region in the total number of registered unemployed
* Dby the share of the region in total produced added value.

In the Transport and Telecommunications sector:

* Dby technical criteria for the development of individual types of technical infrastructure;

In the Environment sector:

% Principle of additionality
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* Dby the share of occurrence of emissions.

The final proposal for weights determining the share of individual regions in allocation
of unbound financial resources is the penetration through A) and B) in relation 50 : 50.

In general the following applies:

a) the larger the share of a region in total population, the number of registered unemployed,
number of visitors, number of nights, the utilisation of bed capacity, occurrence of emissions
and the smaller the share of this region in total added value, number of inhabitants
corresponding to one apartment, in supplying with water from public water mains and in
connection to the public water removal system, the stronger is its position from the aspect of
inflows of public financial resources against the other regions;

b) the larger the weight allocated to the respective global objective or specific target by
RMMC in comparison with another region, the larger its weight on available resources
allocated to the global objective or specific target in comparison with the other regions;

c) the stronger the national economic position of the region and the larger the weight of the
region in the respective global objectives or specific objectives against the other regions, the
higher the share of the region in available financial resources allocated to the support of
implementation of the global objectives or specific objectives of NPRD SR.

The construction of weights determining the share of individual regions in allocated
financial resources can be generally described by the following relation:
Co=(As+Bn)/2(As+By)

C.: share of the region in available financial resources

A,: weight of the region from the aspect of internal regional needs
B,: weight of the region based on national economic position
n=4 (4 regions at the NUTS II level)

The quantification of funds allocated to the development of individual regions in
terms of the respective global objectives and specific objectives is given by multiplication of
obtained weights by available resources of the individual sectors. The specification will be
executed on an annual basis. This approach is analoguous to the EC approach in planning
financial allocations for financing of the individual pre-accession programmes.

The following tables provide an overview of financial allocations by sector for the
six global objectives of NPRD SR for individual years of the period 2000 to 2006. We have
considered the fact that presently funds from the state budget and EU go to the
implementation of all development programmes through budget chapters of individual
ministries and payment agencies at the central level. These ensure reallocation of funds to
regions. After execution of the expected decentralisation of public administration and related
transfer of authorities to regional self-government, we will execute the required specification
as a part of the annual updating of adopted measures of NPRD SR.

Private resources account for up to 75% of the volume of presumed funds allocated to
investments in the productive sector and business infrastructure within the PHARE
programme and up to 50% for the support of profit making investments within the SAPARD
programme.

NPRD SR does not present any additional claims on the state budget; the financial

framework was elaborated on the basis of real possibilities of the state budget for the year
2001 and real estimates of its development until 2006. Documents and information necessary
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for the elaboration of financial assurance of NPRD SR were provided by the Ministry of
Finance of the Slovak Republic.

State budget resources are public resources. The national commitment consists of public
resources and resources of the private sector.

GLC/Sector Public resources
_— Total Public Commitment of Private National
Globalzotj!gglves L expenditures | resources, Community - resources contribution
’ ' total PHARE
Year mil. SKK
2000 810,25 157,56 45,00 607,69 765,25
2001 5239,59 971,10 338,80 3929,69 4900,79
2002 12749,58 2824,37 363,02 9562,19 12386,56)
2003 6749,17 1416,39 270,90 5061,88 6478,27
2004 7008,44 1502,11 250,00 5256,33 6758,44
2005 X X X X X
2006 X X X X X
Total 32557,03 6871,53 1267,72 24417,77 31289,31

Note: The year 2001, including programmes in a total amount of 273 097 thousand SKK, under Decision of
Government No. 1/1999 of 14 July 1999

GLC/Sector Public resources
_— Total Public Commitment of Private National
Global objectives 1, expenditures | resources. Community - resources contribution
3LR-MPSVR total PHARE
Year mil. SKK
2000 5520,00 1300,00] 80,00, 5440,00 6740,00
2001 6720,00 1600,00] 80,00, 6640,00 8240,00
2002 10448,00] 2532,00 80,00, 10368,00] 12900,00
2003 15256,00] 3734,00 80,00 15176,00 18910,00,
2004 15920,00] 3900,00 80,00 15840,00 19740,00
2005 16320,00] 4000,00 80,00, 16240,00 20240,00
2006 16320,00] 4000,00 80,00, 16240,00 20240,00
Total 86504,00 21066,00 560,00 85944,00 107010,00
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GLC/Sector Public resources
_— Total Public Commitment of Private National
G|01bg!fgl_e"\3ﬂt'éVes expenditures | resources, Community - resources contribution
' total PHARE
Year mil. SKK
2000 174,20 174,20, 0,00 0,00 174,20
2001 2227,20 2227,20 0,00 0,00 2227,20
2002 2213,20 2213,20 0,00, 0,00 2213,20
2003 2120,00 2120,00 0,00, 0,00 2120,00
2004 2120,00 2120,00 0,00, 0,00, 2120,00
2005 2120,00 2120,00 0,00 0,00 2120,00
2006 2120,00 2120,00 0,00 0,00 2120,00
Total 13094,60 13094,60 0,00 0,00 13094,60
GLC/Sector Public resources
_— Total Public Commitment of Private National
Global objectives 1,| expenditures | resources, Community - resources contribution
3-Hous. total PHARE
Year mil. SKK
2000 41612,00| 8200,00 0,00 33412,00 41612,00
2001 49156,00| 7333,00 0,00 41823,00 49156,00
2002 57977,00 7910,00 0,00 50067,00] 57977,00
2003 63015,00 7540,00 0,00 55475,00 63015,00]
2004 70852,00 7550,00 0,00 63302,00] 70852,00
2005 78591,00 7340,00 0,00 71251,00 78591,00
2006 87141,00 7320,00 0,00 79821,00 87141,00
Total 448344.00 53193,00 0,00 395151,00 448344,00
GLC/Sector Public resources
Global objectives 1, Total Public Commitment of Private National
3-Transport and | expenditures | resources, Community - resources commitment
Telecom. total PHARE
Year mil. SKK
2000 X X
2001 6274,70 5227,80 1046,90 0,00 5227,80
2002 8851,00 7309,00 1542,00 0,00 7309,00
2003 12388,00] 10388,00| 2000,00 0,00 10388,00|
2004 15677,20 13677,00, 2000,00 0,00 13677,20,
2005 17477,00 15477,00) 2000,00 0,00 15477,00)
2006 18409,20] 16409,20| 2000,00 0,00 16409,20|
Total 79077,10 68488,00 10588,90) 0,00 68488,20]

Note: Development plans of the sector Transport and Telecommunications in 2001 are ensured from public
resources in the chapter MDPaT up to the amount of 4440.7 mil SKK, in 2001 to 2002 the Community budget
commitment consists of resources from ISPA a PHARE
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GLC/Sector Public resources
o Total . . Private National
Global objective 6- | expenditures Public Commitment of resources | commitment
MFA resources, total| Community - PHARE
Year mil. SKK
2000 1813,39 265,65 758,78 801,69 1067,34
2001 1744,91 239,60 757,78 734,53 974,13
2002 1663,08| 252,59 757,78 652,70 905,29
2003 1684,27| 252,59 757,78 673,90 926,49
2004 1711,70 252,59 757,78 701,33 953,92
2005 1787,42 252,59 757,78 777,05 1029,64
2006 1828,73 252,59 757,78 818,36 1070,95
Total 12233,50] 1768,49 5305,46 5159,55 6927,77
GLC/Sector Public resources
_— Total : ) Private National
Global objective 5 - expenditures Public Commitment of resources | commitment
ENV. resources, total| Community - PHARE
Year mil. SKK
2000 11150,20] 3767,30 1047,20 6335,70 10103,00
2001 10233,20] 2497,00 1047,20 6689,00 9186,00
2002 13194,20] 4859,00 1047,20 7288,00 12147,00]
2003 14722,20] 5470,00 1047,20 8205,00 13675,00]
2004 16355,20] 6123,00 1047,20 9185,00 15308,00
2005 18161,20] 6846,00 1047,20 10268,00 17114,00)
2006 20088,20 7236,00 1047,20 11805,00 19041,00|
Total 103904,40 36798,30 7330,40 59775,70 96574,00]
Note.: Financial resources of the chapter of the Ministry of Environment of SR for the year 2001:
- approved budget of the chapter 1 157 mil. SKK
- commitment of SR to the programme ISPA ( VPS ) 100 mil. SKK
- expected resources from privatisation, total 240 mil. SKK
- State Fund of Environment of the Slovak Republic 1 000 mil. SKK
GLC/Sector Public resources
L Total . Commitment of Private National
Global objectives 1,| expenditures Public Community - resources commitment
4-TI resources, total
PHARE
Year mil. SKK
2000 160,00 40,00 0,00 120,00 160,00
2001 686,04 109,25 62,26] 514,53 623,78
2002 560,00 140,00 0,00 420,00 560,00
2003 640,00 160,00 0,00 480,00 640,00
2004 640,00 160,00 0,00 480,00 640,00
2005 X X X X X
2006 X X X X X
Total 2686,04 609,25 62,26 2014,53 2623,78
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Public resources
Global objectives 1-(GLC1-6-Phare- S Commitment of Private National
6 CBC resourLcj:eé,totaI ths::gp_uggé .| resources commitment
Year mil.SKK
2000 7979,52 1496,16 498,72 5984,64 7480,80
2001 7979,52 1496,16 498,72 5984,64 7480,80
2002 7979,52 1496,16 498,72 5984,64 7480,80
2003 7979,52 1496,16 498,72 5984,64 7480,80
2004 7979,52 1496,16 498,72 5984,64 7480,80
2005 7979,52 1496,16 498,72 5984,64 7480,80
2006 7979,52 1496,16 498,72 5984,64 7480,80
Total 55856,64] 10473,12] 3491,04 41892,48 52365,60|
GLC/Sector Public resources
objeccz;tli(\)/kz)azll 2 exp;:(;ﬁlures Public Con;rfntlrt‘rg_em rezrt;\l:?::is BEEE I
44N ' resources, total | Community -
PHARE
Year MEURO
2000 19,50 3,79 1,08 14,62 18,41
2001 126,07, 23,37 8,15 94,55 117,92
2002 306,78 67,96 8,73 230,08 298,04
2003 162,40 34,08 6,52 121,80 155,88
2004 168,63 36,14 6,02 126,48 162,62
2005 X X
2006 X X X X X
Total 783,37 165,34 30,50 587,53 752,87
Public resources
obje?tli(\)/zzll, 3- expg:(;ﬁlures Public Con;rfntl:‘rgent rezgn?::is National commitment
HR - MPSVR resources, total | Community -
PHARE
Year MEURO
2000 132,82 31,28 1,92 130,90 162,18
2001 161,69 38,50 1,92 159,77, 198,27,
2002 251,40 60,92, 1,92 249,47 310,39
2003 367,08 89,85 1,92 365,16 455,00
2004 383,06 93,84 1,92 381,14 474,98
2005 392,69 96,25 1,92 390,76 487,01
2006 392,69 96,25 1,92 390,76 487,01
Total 2081,42 506,88 13,47 2067,95 2574,83
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Public resources

Obj?-%?%;g’ 3- expg:éﬁlures Public Con;rfntlrt]r:.ent rezg\l:?::is National contribution
- resources, total | Community -
PHARE
Year MEURO
2000 4,19 4,19 0,00 0,00 4,19
2001 53,59 53,59 0,00 0,00, 53,59
2002 53,25 53,25 0,00 0,00 53,25
2003 51,01 51,01 0,00 0,00 51,01
2004 51,01 51,01 0,00 0,00, 51,01
2005 51,01 51,01 0,00 0,00 51,01
2006 51,01 51,01 0,00 0,00, 51,01
Total 315,08 315,08 0,00 0,00 315,08
Public resources
. Gl.obal Total i Private ; .
Objecl-:lovlfss L& menhures Public CO”(‘)ff“t'rt]f:ent resources | National contribution
S resources, total Community
Year MEURO
2000 1001,25 197,31 0,00 803,95 1001,25]
2001 1182,77| 176,44 0,00 1006,33| 1182,77|
2002 1395,02 190,33 0,00 1204,69 1395,02
2003 1516,24 181,42 0,00 1334,82 1516,24
2004 1704,81 181,67 0,00 1523,15 1704,81]
2005 1891,03 176,61 0,00 1714,41] 1891,03]
2006 2096,75| 176,13 0,00 1920,62 2096,75
Total 10787,87| 1279,91 0,00 9507,96 10787,87|
Global Public reso(l:Jrces.
ql'?fncst;;l:z ;ng expe-lrgi?hres Public or?)?]tlft‘?em rer)roI\Llj?(t:ees NEHERE) Gt lauHer
telecom. resources, total | Community —
ISPA, Phare
Year MEURO
2000 X
2001 148,53 123,76 24,78 0,00, 123,76
2002 209,51 173,04 36,51 0,00, 173,04
2003 293,24 245,93 47,35 0,00 245,93
2004 371,10 323,79 47,35 0,00 323,80
2005 413,70 366,41 47,35 0,00 366,41
2006 435,77 388,48 47,35 0,00, 388,48
Total 3493,06 3242,61 1871,89 1621,21] 3242,62
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Public resources

objctaeh;'t::}a; 6- expg:éﬁlures Public Con;rfntlrt]r:.ent rezg\l:?::is National contribution
resources, total | Community -
SAPARD
Year MEURO
2000 43,63 6,39 18,26 19,29 25,68
2001 41,99 5,77 18,23 17,67 23,44
2002 40,02 6,08 18,23] 15,71 21,78
2003 40,53 6,08 18,23] 16,22 22,29
2004 41,19 6,08 18,23 16,88 22,95
2005 43,01 6,08 18,23 18,70 24,77
2006 44,00 6,08 18,23 19,69 25,77
Total 294,36 42,55 127,66 124,15 166,69
Public resources
ob'czlcot?va; 5- iz i Contribution of _ Private National contribution
En\J/ironment expenditures PUb“Ct:ﬁZ?urcesthe Community| resources
- PHARE
Year MEURO
2000 268,29 90,65 25,20 152,45 243,09
2001 246,23 60,08 25,20 160,95 221,03
2002 317,47 116,92 25,20 175,36 292,28
2003 354,24 131,62 25,20 197,43 329,04
2004 393,53 147,33 25,20 221,01 368,33
2005 436,99 164,73 25,20 247,06 411,79
2006 483,35 174,11 25,20 284,05 458,16
Total 2500,11 885,43 176,38 1438,30 2323,72
Global Public resources
okgllecti_c\)/eél, 4-— expg:éﬁlures Public resources ?r?en(t::)iglur:l(jzitof rezg\l:?::is National contribution
ourist ind. total Yy
- PHARE
Year MEURO
2000 3,85 0,96 0,00 2,89 3,85
2001 16,51 2,63 1,50 12,38 15,01
2002 13,47 3,37 0,00 10,11 13,47
2003 15,40 3,85 0,00 11,55 15,40
2004 15,40, 3,85 0,00 11,55 15,40
2005 X X
2006 X X
Total 64,63] 14,66 1,50 48,47 63,13
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Public resources

objective 16 | B - [Publicresources| SOmmUAY | | CURE. | National contribution
il PHARE - CBC

Year MEURO
2000 192,00 36,00 12,00 144,00 180,00
2001 192,00 36,00 12,00 144,00 180,00
2002 192,00 36,00 12,00 144,00 180,00
2003 192,00 36,00 12,00 144,00 180,00
2004 192,00 36,00 12,00 144,00 180,00
2005 192,00 36,00 12,00 144,00 180,00
2006 192,00 36,00 12,00 144,00 180,00
Total 1344,00 252,00 84,00 1008,00 1260,00
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Public resources

EU resources

Total

(mil. 2000 2001 2002 2003 2004 2005 2006 (mil. 2000 2001 2002 2003 2004 2005 2006 2000-2006
SKK) SKK)
Sector Housing: The Ministry of Construction and Regional Development of the Slovak Republic
SW 1524,5 1363,3 1470,6 1401,8 1403,7 1364,7 1360,9 0,0 0,0 0,0 0,0 0,0 0,0 0,0 9889,6
BA 1610,0 1439,8 1553,1 1480,4 1482,4 1441,1 1437,2 0,0 0,0 0,0 0,0 0,0 0,0 0,0 10444,0
NW 2479,8 2217,6 2392,1 2280,2 2283,2 2219,7 2213,7 0,0 0,0 0,0 0,0 0,0 0,0 0,0 16086,3
E 2585,7 2312,3 24942 2377,6 2380,7 2314,5 2308,2 0,0 0,0 0,0 0,0 0,0 0,0 0,0 16773,2
SR total || 8200,0 7333,0 7910,0 7540,0 7550,0 7340,0 7320,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 53193,0
Sector Transport and Telecommunications: The Ministry of Transport, Posts and Telecommunications of the Slovak Republic1
SW X 134,0 535,0 555,0 770,7 635,0 0,0 X 0,0 300,0 600,0 700,0 500,0 0,0 4729,7
BA X 2800,0 2350,0 2350,0 1297,2 0,0 0,0 X 1000,0 1200,0 900,0 0,0 0,0 0,0 11897,2
NW X 198,2 507,0 3620,0 5618,3 8400,0 9769,0 X 0,0 0,0 500,0 800,0 1000,0 1500,0 31912,5
E X 508,4 1974,0 2453,0 4011,0 4258,0 4540,2 X 46,9 42,0 0,0 500,0 500,0 500,0 19333,5
SR total X 3640,6 5366,0 8978,0 11697,2 13293,0 14309,2 X 1046,9 1542,0 2000,0 2000,0 2000,0 2000,0 67872,9
Sector Industry: The Ministry of Economy of the Slovak Republic
SW 36,4 224,6 653,1 327,5 3474 X X 10,4 78,3 83,9 62,6 57,8 X X 1882,1
BA 22,0 135,7 394,6 197,9 209,8 X X 6,3 47,3 50,7 37,8 34,9 X X 1137,0
NW 45,5 280,6 816,2 409,3 434,1 X X 13,0 97,9 104,9 78,3 72,2 X X 2352,1
E 53,6 330,2 960,5 481,7 510,8 X X 15,3 115,2 123,5 92,1 85,0 X X 2768,0
SR total|| 157,6 9711 2824,4 1416,4 1502,1 X X 45,0 338,8 363,0 270,9 250,0 X X 8139,3
Sector Tourism The Ministry of Economy of the Slovak Republic
SW 9,6 26,2 33,6 ] 384 38,4 X X 0,0 14,9 0,0 0,0 0,0 X X 161,2
BA 9,3 25,5 32,7 37,4 37,4 X X 0,0 14,5 0,0 0,0 0,0 X X 156,9
NW 11,2 30,5 39,1 44,7 44,7 X X 0,0 17,4 0,0 0,0 0,0 X X 187,7
E 9,9 27,0 34,6 39,5 39,5 X X 0,0 15,4 0,0 0,0 0,0 X X 165,8
SR total 40,0 109,3 140,0 160,0 160,0 X X 0,0 62,3 0,0 0,0 0,0 X X 671,5
Sector Human resources: The Ministry of Labour, Social Affairs and Family of the Slovak Republic,The Ministry of Education of the Slovak Republic
SW 360,9 992,8 1213,8 1478,2 1518,2 1542,3 15423 19,3 19,3 19,3 19,3 19,3 19,3 19,3 8783,7
BA 66,5 172,5 213,9 263.,9 2714 275,9 275,9 3,6 3,6 3,6 3,6 3,6 3,6 3,6 1565,3

! Indicative financial allocation of the sector T&T does not include any regionally non-differentiable presumed expenditures on repairs of roads




NW 345,2 917,0 1130,5 13874 1426,1 1449,3 1449,3 18,6 18,6 18,6 18,6 18,6 18,6 18,6 8235,1
E 701,6 1744,8 2187,0 2724,5 2804,3 2852,4 2852,4 38,5 38,5 38,5 38,5 38,5 38,5 38,5 16136,5
SR total || 14742 3827,2 4745,2 5854,0 6020,0 6120,0 6120,0 80,0 80,0 80,0 80,0 80,0 80,0 80,0 34720,6

Sector Multi-functional agriculture and countryside: The Ministry of Agriculture of the Slovak Republic

SW 65,5 59,1 62,3 62,3 62,3 62,3 62,3 187,2 186,9 186,9 186,9 186,9 186,9 186,9 1744.8

BA 62,9 56,7 59,8 59,8 59,8 59,8 59,8 179,6 179,3 179,3 179,3 179,3 179,3 179,3 1674,1
NW 70,0 63,1 66,5 66,5 66,5 66,5 66,5 199,8 199,5 199,5 199,5 199,5 199,5 199,5 1862,7

E 67,3 60,7 64,0 64,0 64,0 64,0 64,0 192,2 192,0 192,0 192,0 192,0 192,0 192,0 1792,0
SR total|| 265,650 || 239,600 || 252,594 || 252,594 | 252,594 | 252,594 | 252,594 758,775 757,781 757,781 757,781 757,781 757,781 757,781 7073,681

Sector Environment : The Ministry of Environment of the Slovak Republic

SwW 558,5 370,2 720,3 810,9 907,7 10149 1072,7 155,2 155,2 155,2 155,2 155,2 155,2 155,2 6 541,7
BA 890,4 590,1 11484 12928 1447,1 1618,0 1710,2 247,5 247,5 247,5 247,5 247,5 247,5 247,5 104294
NW 879,7 583,1 1134,6 12773 1429,8 1 598,6 1 689,6 244.5 244.5 244.5 244.5 244.5 244.5 244.5 10 304,3
E 1438,8 953,6 1855,7 2 089,1 23384 2614,6 2763,5 399.9 399,9 399.9 399.9 399,9 399.9 399,9 16 853,3
SR totall| 3767.3 24970 4859,0 5470,0 6123,0 6 846,0 7236,0 1047,2 1047,2 1047,2 1047,2 1047,2 1047,2 1047,2 44 128,7
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Public resources EU resources Total

33732,9

2661,0 5220,3 5752,4 5682,1 4805,1 3394,8 3483,1 437,0 1492,3 1681,2 1368,3 465.,4 4304 430,4 37303,9

3831,3 4290,1 6086,0 9085,5 11302,7 || 13734,1 | 15188,2 476,0 578,0 567,6 1041,0 1334,9 1462,7 1962,7 70940,7

4856,8 5937,1 9570,0 10229,2 || 12148,8 |[ 12103,5 | 125283 645,9 807,9 795,8 722,5 12154 1130,4 11304 || 738221 |

.
B ) P P T T ) P pe
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11  Procedure of elaboration of the National Plan of Regional
Development of the Slovak Republic for the years 2000 to 2006

For the elaboration of NPRD SR a procedure was proposed that is at present applied in
the EU countries (for support under Objective 1 of the EU Structural Policy) and fully
observes the General Regulation of Council (EC) for Structural Funds (Regulation No.
1260/1999).

Work on NPRD SR was started in April 2000. The first factual step in the preparation
was compilation of the methodology for the preparation of NPRD SR in the form of the
Project of Content and Organisational Assurance of the Elaboration of NPRD SR that was
approved by Decision of Slovak Government No. 242/2000. The project established the
content structure of NPRD SR, the timetable of work on the preparation of NPRD SR and
organisational assurance of the NPRD SR elaboration.

The elaboration of NPRD SR lies within the authority of the Ministry of Construction and
Regional Development of the Slovak Republic (MCRD SR), that coordinates activities related
to the preparation of the project NPRD SR.

In addition to MCRD SR, the following important actors participated in the preparation of
the document:

* Involved sectors

* Regional offices

* Economic and social partners, including representatives of non-governmental
organisations.

The procedure of work on the project of NPRD SR was regularly monitored by the

Preparatory Commit mmﬁu T F), composed of representatives of
0

the chosen ministrie

NPRD SR consists of the so-called basic document, which includes its analytic,
synthetic, implementory and evaluation part, and of regional and sectoral parts consisting of
sectoral and regional operational programmes.

For the purpose of elaboration of the basic document, MCRD SR approached with a
request for cooperation several experts, particularly in the area of economy and regional
policy. Subsequently a working team of professional experts was established, which in May
started to work on the preparation of individual parts of the basic document. Besides the
elaboration of the basic document, the team of experts ensured methodical support for
working committees and groups in the preparation of the sectoral and regional parts, and
provided managerial and expert background for the preparation of NPRD SR.

MCRD SR, working with the team of experts, elaborated methodical instructions for
the elaboration of sectoral and regional operational programmes so as to prevent mutual
overlapping of the individual sectoral parts or overlapping between sectoral and regional parts
of the National Plan.

A project of four main development axes was also formulated. In the framework of
the development axes, for the period of years 2000 to 2006, six global objectives were laid
out, which react to contemporary problems in the development of the Slovak Republic, and
the attainment of which forms a basic framework of the content of NPRD SR.

At the beginning of June 2000, the Introductory Seminar to the elaboration of NPRD
SR under the auspices of MCRD SR was held in Bratislava, to which representatives of

50 PCSF was approved by Decision of Slovak Government No. ... of 2 February 2000
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central bodies of state government, regional offices, self-government, academic community,
employers’ associations, tertiary sector and many other experts were invited.

The purpose of the Introductory Seminar was to negotiate and assess a project of
global objectives and basic priorities whose solution was subsequently elaborated in both
sectoral and regional operational programmes.

All participants were invited to mutual communication and the application of the
principle of partnership in the development of individual parts of NPRD SR.

The Sectoral part of NPRD SR comprises seven sectoral documents: development of
human resources, industrial sector, transport and telecommunications, environment, rural
development and multi-functional agriculture, tourist industry and housing development.

Sectoral parts were created under management and coordination of the competent
ministries as follows:

- SOP Development of human resources — Ministry of Labour, Social Affairs and Family of
the Slovak Republic

- SOP Industrial sector — Ministry of Economy of the Slovak Republic

- SOP Environment — Ministry of Environment of the Slovak Republic

- SOP Transport and Telecommunications — Ministry of Transport, Posts and
Telecommunications of the Slovak Republic

- SOP Multi-functional agriculture and rural development — Ministry of Agriculture of the
Slovak Republic

- SOP Tourist industry — Ministry of Economy of the Slovak Republic

- SOP Housing development — Ministry of Construction and Regional Development of the
Slovak Republic.

Within departments responsible for the elaboration of the sectoral document, working
committees were established during May in which, based on the principle of partnership, all
competent authorities of state government, self-governing associations, tertiary sector and
many other professional associations and organisations were represented.

Following their establishment, the working committees prepared basic drafts under
which they started to elaborate individual sectoral documents.

In the elaboration of individual sectoral documents some sectoral specific features
were taken into account and special attention was paid to the following items:

In the part Development of Human Resources — to the labour offer and its qualitative
characteristics, function of labour market, income situation and living standard
of the population, education, research and professional preparation.

In the part Industrial Sector — to performance and effectiveness in industrial sectors,
factors of industrial production, investment process, structural changes in the
industry, utilisation of production capacities and foreign trade position of
industrial sectors and international division of work.

In the part Transport and Telecommunications — to the possibilities of future
development with the view to enhancement of competitiveness of the national
economy.

In the part Environment — to convergence criteria for the accession of the Slovak
Republic to the European Union and sustainable development under conditions
of balanced economic growth.

In the part Rural Development and Multi-functional Agriculture — to criteria related to
effective utilisation of Structural Funds of the EU ,enhancement of effectiveness
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of the utilisation of subsidies from state budget and a symbiosis between
enhancement of competitiveness of agricultural production and the development
of rural areas, with stress laid upon the landscape-forming and environmental
aspects.

In the part Housing Development — to an increase of dynamics of housing construction
and making functional the market in apartments and enhancement of their
availability for larger groups of the population.

In the part Tourist Industry — to factors promoting the inward movement of foreign
tourists into the country and enhancement of the share of the tourist industry in
the equilibrium of the balance-of-payments account.

The results of the first stage of activity of working committees were so-called
consulting documents that briefly described the main problems of the sector, sectoral
priorities, objectives of the proposed policies in the respective areas and proposals for the
strategy to attain these objectives.

The main stage of the development of sectoral operational programmes /SOPs/ took
place in July and August, when individual consulting documents were elaborated in the form
of operational programmes.

The main stage in elaboration of SOPs comprised:
* Content assurance of underlying documents — consulting documents in terms of the
solution of the respective global objectives and specific objectives at the sectoral level;
* Functional assurance of sectoral documents consisting in ensurance of the principle of
partnership on the part of individual managers and coordinators of the elaboration of
SOPs, and
* Formal assurance consisting in maximization of compatibility of the sectoral
documents with the regional operational programmes.

In August, in terms of the timetable, the first projects of SOPs were completed and
subsequently the process of consultations related to NPRD SR started.

The preparation of regional parts of NPRD SR included, in comparison with the
preparation of sectoral parts, an intermediate stage that consisted first in the development of
regional strategies at a regional level. These documents serve both as strategic planning
documents of individual regions and as a basis for the development of regional operational
programmes for the priority regions established under the Integrated Plan of Regional and
Social Development of the Slovak Republic, approved by Decision of Slovak Government
No. 923/1999 in October 1999.

The responsibility for the elaboration of documents at the regional level fell to
individual regional offices that, observing the principle of partnership, also established expert
working groups with representation of all relevant economic and social partners.

The working groups developed so-called consulting documents that were later
elaborated in more detail. The regional strategies at the regional level were approved before
the beginning of September.

Each of regional documents includes a socio-economic analysis of the region,
identification of possibilities for its development and proposals for strategy of regional
development, as well as priorities and measures necessary for their attainment.
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At the le maging and Monitoring Committees /RMMCs/
were estabhshedﬁ he Integrated Plan of Regional and Social
Development of the Slovak Repubhc the followmg RMMCs were established:

RMMC — Bratislava with its Secretariat at the Regional Office in Bratislava
RMMC — Slovakia — Southwest with its Secretariat at the Regional Office in Nitra
RMMC - Slovakia — Northwest with its Secretariat at the Regional Office in Zilina
RMMC - Slovakia - East with its Secretariat at the Regional Office in KoSice.

After elaboration of the regional documents at regional level and their consultation
with departmental bodies and professional experts, the stage of the development of regional
operational programmes (ROPs) for the priority regions started in August.

During the main stage of the development of ROPs at the level of priority regions,
several common negotiations with representatives of working groups of the respective regions
and MCRD SR took place. Their chief objective was to draw up a proposal for a systematic
and functional strategy of sustainable development aimed to the implementation of economic
and social development of a designated priority region, respecting the effort for attainment of
global objectives of NPRD SR.

After consultations with SOP authors, the proposals of developed ROPs were passed
for negotiation to RMMC:s and, after incorporation of comments, all ROPs were approved by
the competent RMMCs before the end of October.

A very important stage in the preparation and elaboration of NPRD SR was a

process of consultations, the content of which was mutual comments of bilaterally presented
documents between authors of the regional and sectoral operational programmes.
The process of consultations took place at several stages in the months from August to
October, during which period the individual sectoral and regional documents were repeatedly
consulted and commented, until a consensus of opposing parties was reached on essential
aspects of the solution of global objectives and specific objectives.

During the process of consultation a serious difference in opinions only arose in case
of SOP Transport and Telecommunications, whose manager and coordinator was the Ministry
of Transport, Posts and Telecommunications of the Slovak Republic, and ROP of the priority
region Slovakia — East (conflict concerned especially the counties of Banska Bystrica and
Kosice). Several common negotiations were held between the involved parties. The difference
was finally settled, by which the agreement was reached during negotiations of the chief of
the regional office in Banska Bystrica and the State Secretary of the Ministry of Transport,
Posts and Telecommunications of the Slovak Republic.

In October, in compliance with the timetable, a team of professional experts started to
execute the process of completion of NPRD SR in order to complete the sectoral and
regional operational programmes and the basic document of NPRD SR.

In the case of the sectoral and regional operational programmes, the purpose was
especially to incorporate conclusions of the process of consultations and the quantification of
the ensurance of the implementation of set priorities.

In the elaboration of the basic document, final works particularly concerned the
preparation of proposals of operational programs and the completion of evaluation sections,
the parts describing the administrative and implementory system, the financial framework and
the system for monitoring NPRD SR.

NPRD SR outlines a strategy for the development of the Slovak regions, and hence of
the country as a whole, for the coming six years.

8! proposal for members approved by the Decision of RVRP at the 6™ session on 25 September 2000
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An integral part of the basic conceptual document is also the Strategic Environmental
Assessment /SEA/. The elaboration of SEA was given to the Ministry of Environment of the
Slovak Republic. Within the process of SEA which started during October, the text of the
basic document but also the proposals of SOPs and ROPs were published on Internet sites,
with the possibility of public comments. In this way NPRD SR became available to every
one interested in becoming familiar with this document.

At the beginning of November 2000, the NPRD SR proposal was passed for
interdepartmental comment, in which process it was sent to all central bodies of state
government and other involved parties, includive of social and economic partners.

The proposal of NPRD SR was also discussed in the relevant consulting bodies of the Slovak
Government (Economic Council of the Slovak Government, Council of the Slovak
Government for Regional Policy).

After incorporation of comments from the consulting bodies of the Slovak Government and
interdepartmental comments, the NPRD SR proposal was approved by the Slovak
Government.
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12 Compliance of the National Plan of Regional Development of the
Slovak Republic with the EU and national policies

12.1 Compliance of the National Plan of Regional Development of the Slovak Republic with
the amended National Programme for Adoption of Acquis Communautaire 2000 (NPAA),
approved in the Slovak Government on 22 March 2000, and with the Partnership for
Accession

* The National Plan of Regional Development of the Slovak Republic (hereinafter
referred to as ,,NPRD SR*) is compliant with the mid-term priorities of the
Partnership for Accession in the area of economic and social cohesion: ,,To
elaborate a national policy of economic and social cohesion; to prepare the
implementation of programmes of regional development and community initiatives;
to improve administrative structures and clarify responsibility for the area of
regional policy; to develop a budget system and procedures in compliance with
standards of the Structural Funds, including assessment and evaluation".

e NPRD SR is compliant with the short-term priorities of the Partnership for
Accession in the area of the Pre-structural Funds PHARE, SAPARD and ISPA: "To
prepare a National Plan of Regional Development and a Plan of Rural
Development; to adopt legal, administrative and budget frameworks with the view
of preparing and managing the ISPA and SAPARD programmes, including the
introduction of the evaluation of influences on the environment and rules of public
procurement, compatible with EU, for the assessment of projects co-financed by
Community funds".

 NPRD SR is compliant with NPAA, Chapter 2 Economic Criteria, Section 2.2
Measures to Ensure Meeting of the Copenhagen Criteria, particularly in the
development of functional market economies, including structural reforms and
strengthening of competitiveness in the business sector.

* NPRD SR is compliant with NPAA, Chapter 3 Capacity to Accept Conditions of
Membership, Section 3.4 Sectoral Polices, Part 3.4.1 Industrial Policy, particularly
in restructuring industry and its individual sectors, continuation of privatisation
processes, enhancement of labour productivity and increase of the share of added
value, support for the creation of an environment supporting business activities and
direct foreign investment, promotion of small and medium-sized enterprise and
support of regional development.

* NPRD SR is compliant with NPAA, Chapter 3 Capacity to Accept Conditions of
Membership, Section 3.4 Sectoral Policies, Part 3.4.2 Agriculture — Structural
Policy, particularly in meeting basic measures of the structural policy, agro-
environmental policy and rural development policy defined in the Plan of Rural
Development, in adopting the implementory regulations on regional development
elaborated in the Integrated Plan of Regional and Social Development, which
include measures aimed to the promotion of agricultural and rural areas, in the
development of cooperation in the preparation and implementation of the pre-
accession assistance programmes Phare 2000, ISPA and SAPARD.

* NPRD SR is compliant with NPAA, Chapter 3 Capacity to Accept Conditions of
Membership, Section 3.4 Sectoral Policies, Part 3.4.5 Transport, particularly in
continuation of construction, modernisation and connection of the Slovak transport
network to the European network with an equivalent quality standard;
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* NPRD SR is compliant with NPAA, Chapter 3 Capacity to Accept Conditions
of Membership, Section 3.4 Sectoral Policies, Part 3.4.6 Small and Medium-Sized
Enterprise, particularly in strengthening the position of SME and the stimulation of
their growth, in enhancing their competitiveness and in supporting the acceleration
of their internationalisation and penetration into new markets.

* NPRD SR is compliant with NPAA, Chapter 3 Capacity to Accept Conditions
of Membership, Section 3.5 Economic and Social Cohesion, Part 3.5.1 Employment
and Social Policy — Mid-Term Priorities in the Area of Employment, particularly in
the implementation of re-training programmes aimed to ensure a connection with
labour market demand, and in the qualification of the registered unemployed and
employed, as well as in support for the preparation and implementation of
programmes for promotion of regional and local employment.

* NPRD SR is compliant with NPAA, Chapter 3 Capacity to Accept Conditions
of Membership, Section 3.5 Economic and Social Cohesion, Part 3.5.2 Regional
Policy and Cohesion, particularly in the ensurance of general objective of the
regional policy — to prevent further economic decline in regions, ensure their
balanced economic development and eliminate main differences among individual
regions in social, economic, cultural and infrastructural conditions.

 NPRD SR is compliant with NPAA, Chapter 3 Capacity to Accept Conditions
of Membership, Section 3.6 Quality of Life and Environment, Part 3.6.1
Environment, particularly in the implementation of technical measures related to the
adoption of EC/EU directives in the areas of water, waste, air and protection of
nature.

NPRD SR is compliant with:

- EC Treaty (Part 3 — The Community Policies, Title XVII., as amended by Articles
158 to 162 of the Amsterdam Convention)

- EC Treaty (Part 3 - The Community Policies, Title VI., as amended by Articles 87 to
89 of the Amsterdam Convention)

- Council Regulation No. 1164/1994 on Foundation of the Cohesion Fund

- Council Regulation No. 1260/1999 of 21 June 1999 on Structural Funds

- Council Regulation No. 1261/1999 of 21 June 1999 on the European Fund for
Regional Development

- Council Regulation No. 1262/1999 of 21 June 1999 on the European Social Fund

- Council Regulation No. 1264/1999 amending Council Regulation No. 1164/1994

- Council Regulation No. 1265/1999 amending Annex II to Council Regulation No.
1164/1994

- Council Regulation No. 1266/1999 of 21 June 1999 on Coordination of Assistance to
Countries Applying for Membership within the Pre-Accession Strategy and on the
Amendment of Council Regulation No. 3906/1989

- Council Regulation No. 1267/1999 of 21 June 1999 on Creation of an Instrument of
Structural Policies for the Pre-Accession Period

- Council Regulation No. 1750/1999 of 23 July 1999 to the Implementation of the
Council Regulation No.1257/1999 on the Support of Rural Development from EAGGF
- European Parliament and Council Regulation No. 1783/1999 of 12 July 1999 on the
European Fund for Regional Development replacing Regulation No. 1261/1999

- Council Regulation No. 1784/1999 on the European Social Fund replaces Regulation
No. 1262/1999
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- Commission Regulation No. 1685/2000 of 28 July 2000 establishing specific measures
for the implementation of Council Regulation No. 1260/1999 on the authority to use
funds for activities in co-financing from the Structural Funds

- Commission Regulation No. 1159/2000 of 30 May 2000 on Information and
Promotion Measures concerning the support from the Structural Funds executed by the
member countries

- EU Directive for Phare 2000 Programming

12.2. Compliance of the National Plan of Regional Development of the Slovak Republic
with national policies

NPRD SR is compliant with the following documents:

- The Mid-Term Conception of Economic and Social Development of the Slovak
Republic

- Strategy of Development of Slovak Industry for the 21* Century (ME SR)

- Plan of Agricultural and Rural Development (SAPARD) and Programming Objectives
of ISPA

- Integrated Plan of Regional and Social Development of the Slovak Republic, approved
by Decision of Slovak Government No. 923/1999

- Conception of State Regional Policy, approved by Decision of Slovak Government
No.802/1997

- Strategy of State Environmental Policy (SEP SR), adopted by Decision of Slovak
Government No. 619/1993 and Decision of the National Council of the Slovak Republic
No. 339/1993

- National Environmental Action Plan, adopted by Decision of Slovak Government No.
350/1996

- Act No. 127/1994 Coll. on Assessment of Influences on the Environment

- Conception of Territorial Development of Slovakia II, approved by Decision of Slovak
Government N0.903/1997

- Territorial plans of regions (large territorial units) of individual Slovak counties

- Act N0.237/2000 Coll. of the National Council of the Slovak Republic modifying and
amending Act No0.50/1976 Coll. on Territorial Planning and Construction Code
(Construction Law), as amended, and on the Modification and Amendment of Some
Acts

- National Plan of Employment

- Act N0.231/1999 Coll. on State Aid.
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Conclusion

Since its formation, the Slovak Republic has endeavoured for integration in the
European Union, which appears as the single realistic alternative ensuring the universal and
sustainable development of society, as well as keeping pace in development with the most
developed countries, under conditions of globalisation of the economy and society. At the
threshold of a new millennium it is necessary to state the new objectives and challenges for
our country and its young population to ensure the best conditions for future development.

At the present time, a complicated process of transformation of the economy and
society and the establishment of the required institutional and legislative framework for the
adoption and implementation of the EU rules is going on in the Slovak Republic. For these
intentions it was necessary to map the problems and issues of the pre-accession period and set
socio-economic and environmental development objectives and priorities for the Slovak
Republic.

An instrument for attainment of these difficult tasks is the National Plan of Regional
Development of the Slovak Republic, presented to the European Union as a basic
programming document for the implementation of regional policy, as well as a basic
framework for future projects in the area of reducing regional disparities. This document also
reflects anew style of cooperation with the EU, based on the principles of partnership,
openness, subsidiarity and economic and social cohesion in the area of regional development.

The primary objective of this document is to improve the quality of life of citizens and
social cohesion of the society, especially to create conditions for economic development and
the creation of job opportunities, to implant the concept of sustainable development so that
Slovakia becomes a full, economically performing member of the European Union, with
observance of the way and quality of life corresponding to our historical tradition and the
position of the Slovak Republic in Europe.
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