
SPECIAL FOCUS

ÒNew DetroitÓ not to Follow the US Big 
Three Crash
Despite the Central-European region having gained a 

Ònew DetroitÓ status in the last few years for its concentra-
tion of automotive production, it is by no way excluded 

from the current di!cult economic circumstances. Demand 

drop, a"ecting the whole global economy, touched Slovak 

automotive industry for the #rst time in fall last year. For 
the whole of 2008, the total of 575 thousand assembled 

cars only minutely exceeded the 2007 numbers.

The di"erence of the actual number from the optimistic 
forecasts of 630 to 650 thousand vehicles was mainly a re-

sult of sales drop in the last two months. Volkswagen 

Slovakia with its high share of luxury SUVs (VW Touareg, 
Audi Q7 a$Porsche Cayenne) was the most heavily hit of the 

three local major producers. As the #nancial crisis struck 

the US, British and German markets, the Slovak VW factory 

was losing orders in one strong 
market after another. Eventually, 

VW Slovakia reported a 25% 

decrease in produced units last 
year, to 188 thousand cars.

Thereby, Kia Motors Slovakia, 

located near %ilina, became 
Slovak number one car producer, 

ending years of VWÕs dominant 

posit ion. Kia increased its 

production by 40% to 201 thou-
sand units, following strong demand in the Eastern-

European market, which absorbed one third of its 

production in 2008. PSA Peugeot-Citro‘n subsidiary in 
Western-Slovakian town of Trnava ranked at the third posi-

tion with over 186,000 produced units, including model 

Peugeot 207 and the #rst 1,800 Citro‘n C3 Picasso models. 
For PSA, the target of 200 thousand remained unreachable.

Season of Pain

Current production capabilities of Slovakia allow the 
three local carmakers to assemble 850 thousand cars of 

seven di"erent brands annually. In 2007, local 
capacity utilization reached almost 80%. For 
2009, Global Insight predicts the capabilities 
to be used only at 57%, which would translate 
into production of 470 thousand vehicles. 
Average EU27 capacity utilization is expected 
to decrease to roughly 66% from over 80% 
two years ago. Production in the neighboring 
Czech Republic, Hungary and Poland may use 
over 70% of its potential.

In Slovakia, the sharpest drop in production is expected 
at Volkswagen, hardly reaching level of 130 or 140 thou-

sand produced units this year. One of the strongest engines 

of the Slovak economy would thus decelerate for the sec-
ond year in a row. The company is following a cost saving 

plan, including several planned layo"s, labor time-banking 

plan and a natural reduction of the head-count.

Hard times a"ect also the other two car making facto-
ries Kia and PSA, although none of them has announced 
any dismissals, yet. Kia MotorsÕ updated plan still counts 
with 170,000 units assembled, with each division following 
at least a 20% cost saving plan. Kia as well as PSA have not 
implemented a three-shift production as originally planned 
last year. This past decision now translates into having 
fewer problems with decline in orders.

Investment Despite (and Due to) Crisis

The strongest point of all three car factories in Slovakia 
is their privileged position in their respective parent 
groups. This springs mostly from their production quality, 
e!ciency and &exibility. Combined with persisting labor 

cost advantage of local 
industry and exchange 
rate stability, these set-
tings attract investment. 
First, PSA is increasing its 
production of the second 
model Citro‘n C3 Picasso 
as a$ result of a$ '$ 100 
million investment. New 
model is expected to ad-
dress the recovering 
demand and add annual 

production of 90 thousand units to the PSAÕs numbers. This 
#rst Citro‘n model made in Slovakia is produced only in the 
Trnava plant.

New market weapons are arriving also at Kia factory. To 
revive customersÕ demand, Korean brand is launching 
a$facelift to its European bestseller model ceeÕd in the sec-
ond half of 2009. Moreover, early next year, the third model 
of the local plant will come in the mass production: a$new 
compact SUV following on the platform of current Hyundai 
Tucson. As Hyundai and Kia support the idea of utilizing 
technology platforms, the new generation of the sister 
model Kia Sportage would follow roughly a year later. In 
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2008, two-thirds of the produced vehicles were ceeÕd mod-
els (hatchback and the SW model). Kia Sportage reached 
nearly a one-#fth share. The rest was 3-door ceeÕd units. 
One more factor is expected to a"ect the new investments 
in Kia Motors Slovakia. That is the production in the sister 
Hyundai plant in No(ovice (across the border in the Czech 
Republic). When the Czech output increases enough, it will 
generate su!cient demand for new engines. As a result, 
Slovak Kia will build the second engine shop in %ilina. In 
2008, Kia increased its engine production by over half to 
176,000 units.

Last Ð yet the largest investment in the Slovak automo-
tive industry has been announced only recently. Production 
portfolio of VW Slovakia will be expanded by a$completely 
new segment call A00 or supermini. Project New Small 
Family, which is a$modern, cost-e"ective city car based on 
the platform of a$concept car Volkswagen Up! is planned to 
be sold since early 2011. An investment of '$308 million will 
expand the production capabilities of VW Slovakia to over 
400 thousand cars per year.

Almost all criteria considered supported the placement 
of the investment in Slovakia. First, Bratislava plant has 
been one of the best VW factories globally for a long time. 
Second, its installed capabilities are not being utilized 
enough as the crisis moderated demand for luxury SUV 
vehicles. Third, Slovakia can still o"er reasonable labor 
costs, combined with quite competitive business environ-
ment and government support as well. And lastly, the 

#nancial situation of the Slovak subsidiary is supportive to 
extensive investment policy, as the parent group has not 
asked for dividends for years, keeping the pro#ts within the 
company.

Even last year, in spite of the sales decline, Volkswagen 
reported signi#cant pro#t growth Ð yet, backed by revalua-

tion of the companyÕs assets while converting to Euro. 

Moreover, the company holds no burden in loans, as for 
over the last two years, it was able to #nance its investment 

using internal sources.

Supply Chain under Pressure

Following the original equipment manufacturers 
(OEMs), also a wide network of local suppliers spread 
around the cluster of SlovakiaÕs car assembling factories. 
The examples include Continental, ZF Sachs, Johnson Con-
trols or Magna. Last year, according the Association of the 
Automotive Industry (ZAP), the suppliersÕ aggregated sales, 
even after a 3% annual decline, totaled '$ 8.7 billion. In 
comparison, the total sales of the three local car assemblers 
were not far above that, at '$9.4 billion.

The supply chain still shows opportunities for expan-
sion. For example, the locally sourced value added of VW 
reaches 38%. In the other two car makers, this ratio is lower. 
New projects can also expand the subcontractorsÕ facilities. 
On the other hand, as the local industry is expected to pro-
duce only roughly 470 or 480 thousand cars this year, also 
the supplier business is heavily a"ected. In some cases, car 
parts producers can be a"ected even heavier depending 
on the depth of their customersÕ problem.

V4 still on the List

The Ònew DetroitÓ CEE countries surfed on the recent 
automotive boom wave, as plenty of global players de-
cided to utilize their excellent logistic location, close to 
western markets at reasonable costs, as well as to Eastern 
Europe being hungry for western-style products. From the 
e!ciency point of view, the region should remain attrac-
tive, according to Roland Berger consulting company's pre-
dictions at least until 2020, since labor costs are still ex-
pected to stay lower than in Western Europe.

The last step in the Visegr‡d Four countries was the 
production project of Daimler-Benz in KecskemŽt, Hungary. 
Investment of '$800 million will create capabilities for Mer-
cedes A and B class production. Global carmakers have 
invested into green #eld or revitalized production capabili-
ties of as much as 3.3 million units per year since 1991. Even 
as further relocation from West to East is currently more or 
less blocked due to employment protection provided by 
Western governments, Eastern Europe stays attractive.

Carmakers will have to follow the new markets after 
recovery from the current crisis. Strongest in&ow can be 
expected in Russia, however. As a market with over 130 
million inhabitants, Russia is expected to reach sales of 10 
million cars per year in the next decade. Such scale can only 
be satis#ed with local production or various assembly ca-
pabilities.

            �Á
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The Largest Manufacturers in the Slovak Automotive SectorThe Largest Manufacturers in the Slovak Automotive SectorThe Largest Manufacturers in the Slovak Automotive SectorThe Largest Manufacturers in the Slovak Automotive Sector

(by total sales in million EUR)(by total sales in million EUR)(by total sales in million EUR)(by total sales in million EUR)

Company 2008 2007

1. Volkswagen Slovakia, a.s., Bratislava 5$374 6$420

2. Kia Motors Slovakia, s.r.o., %ilina 2$229 1$801

3. PCA Slovakia, s.r.o., Trnava 1$736 1$731

4. Mobis Slovakia, s.r.o., Gbe)any 564 497

5. Johnson Controls International, s.r.o., Bratislava 481 339

6. Continental Matador Truck Tires, s.r.o., Pœchov 391 373

7. Continental Matador Rubber, s.r.o., Pœchov1 336 190

8. INA Kysuce, a.s., KysuckŽ NovŽ Mesto 294 277

9. SAS Automotive, s.r.o., Bratislava 285 348

10. INA Skalica, s.r.o., Skalica 283 274

11. Bekaert Hlohovec, a.s., Hlohovec 180 158

12. SE Bordnetze Ð Slovakia, s.r.o., Nitra 165 194

13. ZF Sachs Slovakia, a.s., Trnava 139 143

14. Leoni Autokabel Slowakia, s.r.o., Tren*’n 134 150

15. HBPO Slovakia, s.r.o., Lozorno 133 166

16. Delphi Slovensko, s.r.o., Senica 120 150

17. Panasonic Electronic Devices Slovakia, s.r.o., Trsten‡ 112 111
1 Company has taken over the core business of Matador since July 2007; total 
sales are for 2nd half of 2007
1 Company has taken over the core business of Matador since July 2007; total 
sales are for 2nd half of 2007
1 Company has taken over the core business of Matador since July 2007; total 
sales are for 2nd half of 2007
1 Company has taken over the core business of Matador since July 2007; total 
sales are for 2nd half of 2007

Source: data disclosed by companies, researched by TREND AnalysesSource: data disclosed by companies, researched by TREND AnalysesSource: data disclosed by companies, researched by TREND AnalysesSource: data disclosed by companies, researched by TREND Analyses
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FLASH NEWS

Minister Became the Highest Judge

Former Justice Minister +tefan Harabin has been 
elected the new chair of the Highest Court. The new Minis-
ter of Justice, a former district judge Ms. Viera Petr’kov‡, 
was appointed by President on July 3rd.

Parliament Saved Specialized Court

Specialized Court dealing with organized crime and 
corruption has been saved by two coalition as well as all 
opposition parties, after it has been declared unconstitu-
tional by the Constitutional Court. Respective bill passed by 
constitutional majority secured continued operation of this 
anti-corruption institution.

Less Red Tape in the Future

Ministry of Economy is preparing a proposal aimed at 
reducing administrative burden of entrepreneurs by a 
quarter until 2012. For this purpose, the Ministry made its 
own examination of the extent of red tape in business, re-
sults of which will become public at the end of summer.

Second Pension Pillar Closed

Mandatory private pension scheme, opened for people 
to leave it for the state pay-as-you-go system during the 
#rst half of this year, has been closed. By the last days of 
June, only 34 thousand of expected 150 thousand people 
have switched to the state scheme, which creates #nancial 
problems for the state Social Insurance Company.

New Organ Regulating Prices Proposed

Ministry of Economy is proposing new supervisory insti-

tution guarding prices. So far, competences in price regula-
tion have been decentralized or spread among several or-
ganizations. During the Euro adoption, a Price Council has 
been established to #ght against Òunfair price increasesÓ.

Protesters Attacked by the Chinese

On the occasion of o!cial visit by the Chinese President 
Hu Jintao in Slovakia, dozens of Slovak protestors calling for 
civil rights respect in China were attacked by Chinese in 
dark suits, allegedly security agents. Slovak police has even-
tually detained individuals from both camps of the con&ict.

EU Rapid Deployment Unit

2,600 Czech and Slovak soldiers will be serving as a re-
serve rapid deployment unit of the EU during the second 
half of this year. However, no European Union battle group 
has ever had to intervene yet.

Third Pension Pillar Saving to Be Subsidized 

More

The current tax rebate for voluntary pension saving (so-
called third pension pillar) of '$ 398 could be doubled in 
case a proposal of the Ministry of Labor is approved in the 
Cabinet and Parliament. More than half a million people are 
clients of supplementary pension funds or commercial in-
surers in Slovakia.

Amendment to Public Procurement

An amendment to the system of public procurement 
aiming at speeding-up the construction of highways via 
public-private partnerships (PPP) has been passed in the 
Parliament. The amendment shortens the period for a po-
tential appeal application.

            �Á

Slovak ia in Macroeconomic Stat ist icsSlovak ia in Macroeconomic Stat ist icsSlovak ia in Macroeconomic Stat ist icsSlovak ia in Macroeconomic Stat ist icsSlovak ia in Macroeconomic Stat ist ics
Indicators Unit 2005 2006 2007 2008 Recent !guresRecent !gures 2009e

Headline in&ation (national CPI) %, dec-dec 3.7 4.2 3.4 4.4 2.2 (5.09) ! 1.8

Harmonized in&ation (HICP) %, dec-dec 3.9 3.7 2.5 3.5 1.1 (5.09) ! 1.2

Real GDP growth %, yoy 6.6 8.5 10.4 6.4 -5.6 (1Q09) !! -5.0

Rate of unemployment %, ILO 16.2 13.3 11.0 9.6 10.5 (1Q09) ! 12.0 (4Q)

Central Bank 2-week repo rate % p.a. 3.00 4.75 4.25 2.50 1.00 (since 5.09) ! 1.25

Trade balance % GDP -5.0 -4.5 -1.1 -1.1 1.5 (1.-4.09) ! -1.0

Current account balance % GDP -8.5 -7.7 -5.3 -6.5 -2.2 (1.-4.09) ! -4.0

State budget balance % GDP -2.3 -1.9 -1.3 -1.0 -3.4 (1.-6.09) " -1.4

FDI in&ow EUR bn 2.50 4.63 2.68 2.42 0.39 (1.-3.09) ! na

e - prognoses of TREND Analyses¨; state budget balance according to the Act on 2009 State Budget; na - not available; state budget balance according to the Act on 2009 State Budget; na - not available; state budget balance according to the Act on 2009 State Budget; na - not available; state budget balance according to the Act on 2009 State Budget; na - not available; state budget balance according to the Act on 2009 State Budget; na - not available; state budget balance according to the Act on 2009 State Budget; na - not available

SOURCE: www.etrend.sk, www.statistics.skwww.statistics.sk, www.nbs.sk  www.#nance.gov.skwww.#nance.gov.skwww.#nance.gov.sk
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MACROECONOMIC SUMMARY

Industry down Partly on Basis E"ect

Rates of decreases in industrial production and sales are 
still horrifying. In April, output of industry decreased by 

almost 25% compared to the same month last year. The 

average for the #rst quarter a"ected by gas shortage was 
23%. Industrial sales slipped even more, by 29% in constant 

prices. Part of this yearÕs April bad results can be explained 

by exceptionally strong basis of April last year. However, 
even adjusted for this e"ect, the fall in local industry is im-

mense. The worst situation is in manufacturing of electrical 

machinery and auto industry, where work-day adjusted 

production plunged by more than a half year-over-year. 
Machinery manufacturing, rubber and plastics as well as 

metallurgy posted declined by about a third. The only two 

growing branches were re#nery and electronics, the latter 
possibly by an upswing in LCD TV producer Sony.

In#ation Historically Low

In&ation measured by the harmonized index of the 

European Union slowed to pure 1.1% in May, which is a 
historical low. In the 

Eurozone, annual 

in&at ion reached 

zero in May. In 
June, a de&ation by 

0.1% has been re-

corded according 
to the &ash esti-

mate of Eurostat. In 

Slovakia, annual 
in&ation according 

to the nat ional 

measure fur ther 

slowed to 2.2% in May. This is almost a four-year low, when 
only summer of 2005 reported lower annual increase in 

consumer prices. Tamed prices relate to economic reces-

sion, which manifests itself in lower aggregate demand and 
input commodity prices. Within the structure of the con-

sumer basket, prices of transportation decreased by more 

than eight percent compared to the same period last year 
thanks to lower prices of crude oil and fuels. Foodstu" is 

also cheaper Ð by more than two percent. Noticeable in-

creases have been recorded only in categories of tobacco 

products, due to an excise tax increase, and in housing due 
to the price upswing in so-called imputed rents embodied 

by the height of payments dedicated to buildingsÕ mainte-

nance. Higher prices, by approximately 5%, were registered 
in health care, hotels and restaurants and education.

Trade down on Automotive Industry

Foreign trade with goods has surprised in April with a 

record surplus; despite considerably lower export and im-
port volumes compared to last year. Exports were by as 

much as '$372 million larger than imports according to the 

#rst estimate of the Statistical O!ce. The surplus has to do 
with exports improving a little from March, and imports 

further declining to almost a 36% annual fall. Part of the 

huge drop can be explained by strong April of 2008 basis. 

Yet, extremely strong negative impact of global economic 
crisis on international trade remains the dominant factor 

behind import as well as export declines. Detailed statistics 

is available only for the #rst three months of this year. It 
points to the heaviest impact on the local automotive 

industry. During this period, export of personal vehicles 

declined the most (by '$ 1.2 billion). On the other side of 
foreign trade, imports narrowed mostly in related car mod-

ules and components ('$457 million). Great declines in im-

ports and exports have been registered also in oil and re-

#nery products; however, this trend is connected to the 
lower price of crude oil, less to the real amount of goods 

crossing borders.

Unemployment Close to Four-year High

Unemployment rate registered at the Labor O!ces in-
creased further in May to 11.4% of the available labor force. 

This is close to a four-year maximum, since the number of 

jobless has been continually falling during the last few 
years of speedy economic growth. Increasing unemploy-

ment means downside pressures for household consump-

tion, which might pull the economy further down in time of 

recession. Most of the new unemployed in May were self-
employed and quali#ed workers, supporting and non-

quali#ed laborers as well as machinery servicing personnel. 

The rising joblessness can be expected to continue in the 
coming months, as the situation in industry as well as other 

branches remains bleak. By the end of this year, TREND 

Analyses expects the registered unemployment to increase 
up to 12.5%, with risks more on the upper bound of this 

value.
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Predictions down, Sentiment Up

National Bank of Slovakia has revised its prediction of 

SlovakiaÕs real GDP dynamic in 2009 downwards to -4.2%. 
Even worse #gure came from the Ministry of Finance, which 

expects a recession of -6.2%, mainly due to falling exports 

and investment. This would be the worst result in the his-
tory of the independent Slovak Republic. More severe eco-

nomic downturns were registered only during the trans-

formation years of 1990-91 in Czechoslovakia. In 2010, 

growth of the economy could resume, both of the 
institutions forecast.

Amid worsening in predictions, the June index of eco-

nomic sentiment posted an improvement Ð the #rst in nine 
months of continuous decline during times of crisis. The 

improvement owes mainly to industry, where signals of 

growing foreign demand were registered. In connection, 
but perhaps surprisingly strongly, the expectation of future 

volumes of production improved signi#cantly. June eco-

nomic sentiment improved also in the Eurozone, which is 

the main destination for SlovakiaÕs exports. Nevertheless, 
the sentiment indicator remains in territory signaling fur-

ther, yet slower, economic contraction.

Six-month Budget De!cit Higher than Full-

Year Goal

Current state budget de#cit after the #rst half of this 

year reached '$1.108 billion, which is the highest absolute 
value ever recorded for the end of June and larger amount 

than the full-year budgeted de#cit ('$ 1.009 billion). Com-

pared to GDP, this constitutes 1.7%, only years 1997, 2002 
and 2003 brought worse results. During the same period 

last year, de#cit was only '$137 million. Large negative dif-

ference between stateÕs expenditures and revenues has to 

do with economic recession, which translates into lower 
income and consumption tax revenues on the one hand, 

and larger outlays on unemployment bene#ts or anti-crisis 

stimuli on the other one. State revenues shrank by 11.2% in 
annual terms. Only 37.4% of whole-year plan of tax reve-

nues has been collected within the #rst six months of the 

year. Expenses, on the other hand, increased by 7.4% com-
pared to the #rst half of 2008.

Too Small a Baby Boom

The share of population in productive age will start to 

continually shrink after 2010, the Statistics O!ce said in 

presentation of last yearÕs demographic trends. SlovakiaÕs 
population reached 5.412 million at the end of 2008, which 

is 0.2% more than a year before. During the last year, 57,360 

live children were born, which is the highest number since 
1998 and almost three thousand more than in 2007. On the 

other hand, 53,164 people died, which makes a natural 
population increase of 4,196. Migration brought Slovakia 

more new inhabitants: 7,060, mostly from Romania, the 

Czech Republic and Hungary.

Aging of the local population continued swiftly during 

the last year. The average age of women as well as men 

increased by 0.3 years from 2007, to 39.8 and 36.6 respec-

tively. Life expectancy at birth increased as well. Men are 
expected to live 70.9 years, women almost eight years 

longer (78.7). The share of pre-productive population (0-14) 

has further decreased, whereas the share of post-
productive inhabitants (>65) increased. The share of pro-

ductive population (15-64) is currently reaching its maxi-

mum (72.5%). In the future, it is expected continually de-
crease, which will strain public #nance in the pension and 

health care systems. Aging is caused by longer longevity as 

well as fewer newborns compared to the past. For a long-

term sustainability of population, 2.1 children have to be 
born during a womanÕs life. Last yearÕs #gures, despite be-

ing best in couple of years, report only 1.32 children per 

woman.

Infrastructure Could Help Construction 

Business

Construction production in April reached '$456 million, 

which represents almost a 14% decline compared to the 
same period last year. The downfall is taking place in par-

ticular within middle-sized #rms, which employ from 50 to 

250 workers. Construction is kept from growing not by 
weather anymore, but mainly by a drop in orders for new 

apartment houses, where supply exceeds demand. The 

volume of infrastructural projects, which grew also in 

March and April, is only taming the decreases in other 
construction segments. Current recession has forced many 
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companies to freeze their wages. Decreases in employment 
are being reported however only in small #rms. Companies 

employing more than 500 people are, on the contrary, in-

creasing their workforce. In June, however, construction 
companies did not con#rm their expectation of an increase 

in production in the next three months, reported a survey 

by the Statistical O!ce. This can be related to problems in 

#nding #nances for major highway PPP projects. If su!-
ciently #nanced, these projects could stimulate local 

production signi#cantly. Yet, the whole-year #gure will not 

to be able to surprise, as the #rst quarter reported an an-
nual fall by 13.7%. In the EU, April construction production 

slid only by #ve percent annually.         �Á

BUSINESS HEADLINES

U.S. Steel Back to Five-day Week

The largest metallurgy company in Slovakia, U.S. Steel 

Ko(ice, is experiencing a$moderate growth in orders, after 
a$ terrible period for steel producers since last autumn. In 

May, the #rm even reached an operating pro#t Ð thanks to 

sale of its surplus emission quotas. Slightly better business 

environment persuaded U.S. Steel to return to a$ #ve-day 

work week in July. So far, however, this holds only for the 
month of July, when higher orders were registered for ex-

ample in the galvanization line. Yet, di!cult times will con-

tinue for the #rm according to its o!cials. Last year, U.S. 
Steel produced only 4.1 million tons of raw steel compared 

to 4.7 million in 2006 and 2007, due to a fall in demand. 

This translated into a decrease in sales by 9% to '$2.93 bil-

lion (individual #gures). Pro#t narrowed by almost 22% to 
'$354 million last year. Together with retained pro#ts from 

earlier periods, the #rm will increase its basic capital stock 

by '$252 million and pay dividends to its parent US com-
pany in amount of '$240 million. U.S. Steel Ko(ice is accord-

ing to recent TREND Top 200 ranking the fourth largest 

company in Slovakia with regard to sales.

Recycling Fund Gained More Resources

New legislation regulating fees entrepreneurs pay for 

recycling of their products has been passed in the Parlia-
ment. According to Slovak and European legislation, every 

corporation introducing new product on the market 

(manufactured or imported) is responsible also for its col-
lection and recycling as it becomes waste. Entrepreneurs 

#rst have to pay to their association for waste collection up 

to a limit set as a percentage of potential waste they will 

put on the market. Now, besides meeting these limits, 
businesses have to pay for all of their potential waste to the 

Recycling Fund Ð a non-state purpose-bound organization. 

Thus, conforming to the EU limits, which are usually 20-40% 
depending on the type of material, will not be su!cient. 

Moreover, Recycling Fund has several times higher fees per 

ton of waste than the companies pay now for the limits. 
This way, the Fund might gain additional '$100 million. Re-

cycling Fund then subsidizes recycling projects and mu-

nicipalities to collect some of the waste.

The possibility of own waste collection was introduced 
in 2005. Before the current legislation taking e"ect in Janu-

ary 2010, however, companies were obliged to pay to the 

Recycling Fund only in case they did not meet their set 
target. This meant lower revenues of the Recycling Fund. 

The Fund argued for more money for municipalities to help 

them in bad times, as they have larger cost of maintaining 
waste collection system, when the prices of secondary 

materials plummeted. However, the law permits only 25% 

of total revenues to be used as direct subsidies for munici-

palitiesÕ waste collection. The rest has to be used for private 
and municipal recycling projects. During the history of the 

Fund, only 10% of its money went to such municipal pro-

jects. Private recycling projects have been criticized as they 
o"er quite an expensive waste procession, even compared 

to Austria (due to less utilized capacities).

Businesses, especially in the food processing and elec-
tronics industries, protested against the proposal, as they 

are now pushed to increase the prices of their products. 

Together with strong Euro compared to the regional cur-

rencies, this will further motivate Slovaks for shopping 
abroad. The problem with Slovak recycling system is not 

the lack of money, but the lack of competitiveness. For ex-

ample, it is forbidden to export waste for recycling. Addi-
tional money might be easily added to the system if the 

Ministry of Environment enforced its competence to #ne 

companies which do not comply with the rules, which is 
about three-quarters of the total.

Slovnaft Reported Quarterly Loss

The economic crisis is increasingly taking its toll on the 

results of the only Slovak re#nery Slovnaft in Bratislava Ð 
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the second largest company in the country according to 
sales. Whereas Slovnaft reported a pro#t of '$41 million for 

the #rst quarter of last year, now it recorded a loss of '$11 

million for the same period this year. EBIT slipped from '$44 
million (1Q2008) to minus '$25 million (1Q2009). Slovnaft 

was a"ected by the falling price of crude oil in the second 

half of 2008 continuing in the beginning of this year. In the 

two comparable quarters the average oil price slipped from 
$$97 to $$44 per barrel. Low oil prices mean lower margins 

for re#neries keeping the same margin percentage. On top 

of that the second business of Slovnaft Ð production of 
plastic materials is decreasing as well. It fell from 104 kilo-

tons to 99 kilotons during the #rst quarter of this year.

The production of gasoline and diesel in Slovnaft grew 
in volume units combined by almost 1% reaching 1,338 

kilotons. The production of gasoline alone grew by 16 kt 

and production of diesel by 13 kt. This growth was 

achieved mostly thanks to SlovnaftÕs exports which grew by 
7%. On the contrary, sales in Slovakia decreased by 17%. 

This plunge took place due to "fuel tourism" of Slovaks to 

neighboring countries. Visegr‡d currencies depreciated to 
Euro signi#cantly, thus the fuel on gas stations in Hungary, 

the Czech Republic and Poland became much cheaper 

than purchases in Slovakia.

Wineries Dislike New EU Regulation

European Commission is planning to launch new wine 

legislation rules, aimed to liberalize the traditional grape 

processing procedures. Brussels has announced it would 

allow wine merchants to label rose vines produced by mix-
ing of red and white vines. Traditionally, rose wines are 

produced by fermenting and then maturing soon after 

grinding. Slovak wineries vehemently protest such legisla-
tive changes by calling it ÒprofaningÓ of the rose wine qual-

ity. Local producers perceive the legislation change as a 

result of lobbying by strong Southern-European winery 
groups. With the new regulation, mass producers can easily 

get rid of surplus low-quality white and red vines. Adopting 

such rules may, according to Slovak wineries, make Euro-

pean market face sudden strong supply increase of cheap 
rose vines of low quality. Originally, mixed wines used to be 

produced only in Òless traditionalÓ wine producing regions 

in the world, such as Australia, South Africa and America. 
Europe as the traditional market sticked to rules making 

ÒtrueÓ rose vines easily distinguishable to consumers. Cur-

rently, Slovak wineries appeal to the European Commission 
to at least approve compromising rules to keep the original 

rose vine producers di"erentiated by unique using of the 

quali#er ÒRosŽÓ on their bottles. Currently, true rose vines 

hold less than 10% share on the Slovak market.

UMC to Form a New LCD Cluster

LCD TV manufacturer Universal Media Corporation 

Slovakia (UMC) is planning to increase its production nine-
fold. Last year, it manufactured over half a million LCD TV 

sets. In #ve yearsÕ time, the #rm should increase the manu-

factured volume up to 5 million LCDs a year. The company 
itself will need additional storage space and add eight 

production lines (now it has two). The total investment of 

UMC in the next years will reach '$10 million. To reach the 

new volumes, UMC will create up to 1,000 new jobs. On top 
of this, near the factory several subcontractors, mostly from 

China, plan to put up their production facilities it the 

amount of '$15 to 25 million. And create up to 1,000 addi-
tional new jobs. These subcontractors will deliver plastic 

chase for TVs and electronic boards for LCD TV assembly.

UMC is witnessing a dramatic increase in its orders, 
since it is manufacturing low-cost and low-end TVs. In the 

times of global economic downturn, consumers prefer 

cheaper low-end products. Thus, this yearÕs target is to 

double UMCÕs production to 1 million TV units. All LCD TVs 
manufactured in NovŽ Mesto nad V‡hom (Western 

Slovakia) are exported; mostly to the United Kingdom. This 

year, UMC will start exporting also to Germany, France, 
Spain, Italy, the Czech Republic, Hungary and Benelux. UMC 

is starting also its production of larger screens (32 to 46 

inches), which are the most popular in the EU. UMC manu-
factures LCD TV under its own brand Sky, as well as under 

private labels of retail customers (such as Tesco or Dicsons).

Kia Motors Back to Two Shifts

Kia Motors Slovakia, one of local three car makers, an-

nounced that its %ilina-based factory would restart full two-
shift production since July 13th. After an important impulse 

came with several Western-European countries introducing 

a$ car-scrapping bonus in their markets, another boosting 
moment is to be the Kia ceeÔd facelift expected to come on 

the market in September. Kia expresses strong hope in the 

renewed version of its #rst European model, preparing also 
a teasing campaign from August onwards. Thereby, the 

company did not change it production forecast, set to 170 

to 180 thousand cars this year, since the beginning of the 

year. The new facelift is go-
ing to completely replace 

the #rst version in KiaÔs 

production. During the 
bridging period before the 

factory starts to receive or-

ders for facelift, dealers 
would be sell ing their 

stocks, pre-ordered according the earlier customers' prefer-

ences. The new version of Kia ceeÔd hatchback comes into 
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production in the mid-July, two derivatives (SW and 3-door 
coupe) are to follow later. Since the beginning of the year, 

Kia Motors Slovakia was facing a sharp demand decline, 

worsened early this year by the natural gas shortage due to 
dispute between Russia and Ukraine. During February, KiaÔs 

factory operated only in one-shift production. Since March, 

it came back to two 6-hour (reduced) work shifts.

SkyEurope in Troubles

The low cost airline provider SkyEurope Airlines based 
in Bratislava is getting deeper into #nancial problems. Re-

cently, the company asked for protection against creditors 

(similar to #ling for Chapter 11 in US bankruptcy law) at the 
Bratislava court. Although it got a preliminary protection 

from the court, one of its planes was blocked in Paris air-

port due to the debts of the 
#rm. The airlines are operat-

ing since 2002, however, 

they have never #nished 

a$ #scal year in pro#t. The 
accumulated loss for its life-

time is almost '$190 million. 

In 2008, the loss was exceeding '$ 61 million. There were 
several mistakes made by its management. Financial ex-

haustion and slow start of the business were witnessed 

when establishing its subsidiaries in Budapest (Hungary) 
and in some Polish cities. SkyEurope su"ered also from 

some routes that were not able to be pro#table in several-

year s time. Twenty percent of the routes represented 80% 

of the #rmÕs losses. According to insider information, SkyEu-
ropeÔs management was not detail-oriented on the cost 

side of business. Now SkyEurope is intensively negotiating 

with some new institutional investors (not airline 
companies). Rumors say there are two potential investors, 

one is a private equity investor from the Czech Republic. On 

the general meeting of the company, held in mid-July in 
Vienna, shareholders will have to write down basic capital 

to allow the new investor to enter.

Kronospan Investing into Ecology, Expansion

Austrian wood processor Kronospan is continuing its 

massive investment in its Slovak subsidiary Bu*ina DDD in 
Zvolen (Central Slovakia). In 2007-2008, the #rm invested 

approximately '$100 million into modernization. Now, Kro-

nospan is considering another investment in amount of 
'$35-50 million. The resources should be used for ecologiza-

tion and expansion of wood-chip boards production. For 

this purpose, the #rm is planning to build a new air #ltering 
unit, which will improve wood-chip procession and drying. 

Gas emissions from the processes will thus be cleaner. The 

new #ltration method will also allow 100% utilization of the 

processing line. Bu*ina DDD will as a result increase its 
production of wood-chip boards from sale amount of '$375 

to 750 million. Its current sta" of 260 will expand by 50 

more workers. The project will start after the current crisis 
of demand for wood is over.

Bad Practices in State Forestry Company

Lack of competence in management during crisis, 

frauds, corrupted relationships due lobbyist pressure. Those 

are the main points of an o!cial letter sent to Prime Minis-
ter Robert Fico and the Minister of Agriculture Stanislav 

Bec’k by state forestry company (Lesy SR) employees. Fifty-

nine employees, half of all in the companyÔs headquarters 
in Bansk‡ Bystrica signed the letter, emphasizing bad lead-

ership of the current managers. The group of complainers 

includes technical development director Peter Chrust citing 
political pressures on the company. For example, P. Chrust 

is supposed to be removed from his position due to his 

unwillingness to manipulate a$procurement in favor of the 

coalition party SNS (Slovak National Party). Most of the 
companyÕs subsidiariesÔ management was distributed 

among the coalition parties right after the parliamentary 

elections, P. Chrust emphasizes. For example, the Liptovsk, 
Hr‡dok (Northern Slovakia) subsidiary accumulated wood 

frauds for nearly '$1 million under the leadership of Rudolf 

Ku*er’k, nominated by Smer-SD party. The subsidiary re-
ports claims of '$ 4 million to its debtors not paying for 

wood as well. Rebelling employees, with strong support of 

trade unions, are now collecting also signatures in a public 

petition to fortify their accusations. They provided the top 
management with a list of speci#c suspicions. In addition, 

the police has started several investigations in the forestry 

company. Agriculture Minister S.$ Bec’k #rst declared his 
trust in the top management of Lesy, however, Prime Minis-

ter Robert Fico commanded him to remove the executives 

from their o!ce. Speci#c steps are said to follow after the 
police investigation. At the same time, Prime Minister de-

clared that the forestry company cannot expect to receive 

the earlier negotiated government loan of roughly '$ 2 

million as an anti-crisis measure.

EdF to Build Large Cogeneration Plant

French energy company ElectricitŽ de France, which is 

the majority owner of Stredoslovensk‡ energetika, one of 

the three major electricity suppliers in Slovakia, is planning 
to put up a$ cogeneration steam-and-gas power plant in 

Nov‡ky (Central Slovakia). Its total capacity should reach 

400 MW, which would be the largest heat and electricity 
source using natural gas in Slovakia. The other three exist-

ing gas-and-steam plants in cities Bratislava, Levice and 

Ru-omberok are smaller. Even all other projects, which are 
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planned have far lower capacities. The new power plant will 
be able to cover almost 10% of Slovak electricity consump-

tion. However, this kind of power station will serve to meet 

volatile demand for electricity, and as such will not use its 
full capacities most of the time. The estimated cost for such 

a large cogeneration plant might reach '$300 million. The 

plant will be built in an area of the chemicals plant Nov‡cke 

chemickŽ z‡vody (NCHZ). Its construction will probably 
begin next year. When #nished, it will employ 60 people 

and supply heat to nearby buildings in the town.

Bio-Fuel Plant of Butibenz

Slovak company Butibenz is planning to build a bio-
butanol, bio-ethanol and bio-acetone factory in Kol‡rovo 

(Southern Slovakia). The plant should have a brand new 

technology used only in some China-based plants, which 
will cost around '$20 million. Used technology will ensure a 

better usage of corn compared to traditional bio-fuel 

production by 25%. The plant will produce 15 thousand 

tons of bio-material. Butanol will represent 70%, acetone 
20% and ethanol 10% of the production. The main product, 

butanol, will be exported to Germany and used in 
production of bio-paints. Butanol might be also added to 

regular fuels. Ethanol will be delivered from Kol‡rovo to 

re#neries as an addition to their fuels. Acetone is a perfect 
solvent and is used in glue production. Butibenz wants to 

start construction of its new facility already this year. In 

eight months after the start, the plant should be ready to 

use. After its trial production in 2010, it will employ 50 peo-
ple, mostly biochemical engineers. 

The project counts also with its waste product Ð corn 

burns. By hydrothermic carbonization, these will be used as 
a fuel for steam powering heat and electricity generators. 

This energy will be used mostly for ButibenzÕs own use; 

partly also for the suburbs of Kol‡rovo town. The project 
should have the investment costs returned in 4.5 years. On 

the development of this unique technology, not only Slo-

vaks, but also Americans, Chinese, Hungarians, Germans 

and others were participating. The Kol‡rovo-based plant 
will be the only bio-butanol factory with this technology 

outside China, where already three plants are in use.

            �Á
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