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Abstract

The paper has got three parts. First part was asialy and assessing the development of the Slogadnsebased
on several regional indexes in the time scale 2P026. The stress was given especially to the dpwedat of
disparities of among the regions. Second part efghper was focused on the development of thenmg@iom the
long run perspective of the development of thea&l®epublic. The third part was devoted to theugrikce of the

financial and economic crises upon the Slovak eggn@articularly the influence on its regions.
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1 Introduction, aim and methods

It is not easy to assess and evaluate the levbkeategion, its economy and level of people living
in it. Typically, this kind of evaluation is congickd to be inaccurate and ambiguous. Assessment
requires the consideration of many coherent andiatiytco — operating indicators.

Considering analysis in the evaluation of regiofsciv we have already made, we think that we
would reach the relative accuracy of consideringnemic - social level of a particular region in
the country from the following set of indicators:

- Regional gross domestic product per one inhabdathe region

- Rate of unemployment in the region

- Monthly wage of employees in the region

- Net monthly household income in the region.

To the four of these characteristics, we have adthedindicator "index of environmental
openness”, as well as economic indicators must barimony with the environment.

On the basis of the value of these indicators, are assess the level of individual regions more
comprehensively and their levels can be comparddd each other. Knowledge of quantified
values of these indicators can serve us well ferahalysis of finding reserves for development
in these regions and also to assess their develdm@nenomic - social trends.
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In assessing the regional level is not enoughtm$inow it and point to the disparities among
regions. It is necessary to come to the perceptibether this level is changing and how it is
changing as well as how differences in levels anteggns are developing.

In the first part of the contribution, accordinganalysis we would like to become familiar with
economic - social level of our regions and alsovkiiee developing tendencies.

In the second part of the contribution we will refe the changes expected in the regions and
regional economic policy based on developing l@rgatvision for the development of Slovakia.
We also analyze impacts and implications of theenir(2007 — 2008) global economic crisis in
the regions of Slovakia in the third section of toatribution.

2 Development of the regions of Slovakia

As it was already mentioned in the introductiorse@sment of the level of the region requires the
evaluation of the economic as well as social aspithout considering the fact weather we treat
the state as a whole or only its regions, socipéetsis decisive for people, which means their
level of living. However this does not mean tha¢ #conomy in which they live should be
ignored.

Although the economy is not determining for the gleoof the region, it functions as a
precondition for fulfilling its social aspects, #hiilling a certain standard of living in the regio

This is the reason why the assessing of the |eivifleoregion is based on its level of economic,
which means of gross domestic product (GDP). Itresges economic level and economic
performance of the region.

The absolute size of the value of the GDP of aiqdar region and its contribution to
establishment of a national (regional) gross doim@sboduct (RGDP) may serve us to assess the
economic potential of the region, its growth arsddévelopment tendencies.[1]

To compare the economic level of particular regiothe value of created NGDP must be
allocated to the region's population to obtain R@DP per one inhabitant. This indicator can
then be regarded as the starting and basic indidatoassessing the maturity of subnational
regions.

2.1 Level and its development in the regions of Stakia
The following Table 1 compares the evolution of R&Benerated per capita (per inhabitant) in
the regions of Slovakia for the period 2003 - 2636

! The five-year period 2002 - 2006 here are the fdastyears because the Statistical Yearbook oé@i@m in 2008
or Regional Statistical Yearbook of Slovakia in 06till do not value RHDP per capita for 2007 dktne in 2008.
2 Regional gross domestic product per capita shateedwo indicators in regional gross domesticdorct in which
the criterion applies to the place of work of colimgi a second indicator of the average populatiem@anently
resident in the region, which is based on the jplagesidence. In most regions, may cause majslems to
compare these two indicators based on differentcjpies. In regions with high attendance for thekwaf others
surrounding regions (eg, as in our case in theifaat region) is the indicator (NGDP per capitajerrated. This
has to be in the analysis using indicator NGDPgagita, taking into account and create value NGbBetmore
realistic.

% The article compares the regions of Slovakia dsul @valuates the points and the scale from oeégttt points.
The best performance indicator is rated one angvtitset eight points. This is how NGDP indicator papita, as
well as the other indicators had been rated.
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The data values of Table 1 show that:

- Bratislava region created the highest RGDP pertaapia whole reported five years. It
was always higher than the GDP per capita in Slavak

- In making the highest RGDP per capita in five-ypariod, on the second place was the
Trnava region

- Always in the whole period, PreSov region has tweelst production of RGDP per capita.
It is compared to the Bratislava in 2002 with 27,4% 2006 with 23.3%. It was also
compared to Trnava region in 2002 with 62.0%, i@@@ith 44% 9.

- None of the regions, except for Bratislava, hashed national average of GDP per
capita

- In all regions of Slovakia in this period, each ryB&DP per capita has increased. Most
grew was noticed in Trnava region (164.7%) and iBleata region (140.2%). The lowest
increase was noticed in Trén region (108, 7%), Banska Bystrica region (115.z¥td
PresSov region (119.5%)

Even according to NUTS I, the highest productib®RGDP per capita was noticed in Bratislava
region for that period. This was followed by the sav&lovakia, then the middle Slovakia and
eastern Slovakia as the last. Eastern Slovakidedaa 2002 33.5% NGDP of Bratislava region
per capita, in 2006 it was only 29.5% [2].

2.2 Rate of Unemployment
The unemployment rate, in relative form, quantifies utilization of one of the most important
primary factors of production - labor. It expres#ies ratio of the number of unemployed people
actively looking for work on the economically atipopulatior.
The unemployment rate significantly correlates witte production of RGDP per capita.
Unemployment and its growth expressed in the ratememployment is a barrier and hinder the
overall development of RGDP and RGDP per capita.
Data on unemployment rates and its changes inrdiftaegions over the period 2002 - 2006, is
shown in the following Table 2
The data in Table 2 shows that:
- The lowest unemployment rate for the five-year geanalyzed in the years 2002 - 2006
was in the Bratislava region,
- The second lowest unemployment rate was in direregion
- The highest rate of unemployment was in Banskar®gstegion, then KosSice region and
the last one was PreSov region. These three regime always had higher
unemployment rates than the average level of Slayak
- Unemployment rate in that period in each regiorlided from year to year.

* Regional Statistical Yearbook of Slovakia provitles methods of calculation and the unemploymeteat oy
LFS and registered unemployment rate (the Labaidttly guideline of Slovak Republic). The differengetween
them is that when unemployment rates are set diieimumerator the number of unemployed by the L&boce
Survey (LFS) and in the second mothod the regidtenemployment rate sets out in the numerator tineber of
disposable applicants for job.
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Table 1 Gross domestic product per capita in the gions of Slovakia (in euros)

2002 2003 2004 2005 2006 2006/2002 2006
Region, SR curo ngre EURO ngre EURO ngre EURO ngre EURO ngre ratio (%) ngre (Ff)//o?R ngre

Bratislava region | 25 061 1| 25869 1 2794p 1 33019 1 35144 1 140,2 2| 2341 1
Trnava region 11078 2| 11988 4 13024 2 14658 2 18246 2 164,7 1| 1215 2
Treng&in region 10 136 3| 10584 3 11456 3 11974 4 11023 7 108,7 8| 734 7
Nitra region 9370 6| 9969 5 1091} 4 12041 3 12844 3 137,0 855 3
Zilina region 9 050 7| 9190 77 9995 7 11164 6 12 145 5 134,2 409 8 5
eri‘sr'ja Bystrica 9577 5/ 9877 6 10179 5 9730 7 11083 6 115,7 7387 6
PreSov region 6 861 6 970 g 739% 8 7979 8 1p9 119,5 6 6 54,

Kosice region 10 004 4| 10216 4 10893 5 11440 5 12 647 4 126,4 5| 842 4
SR total 11083 11 199 12 359 13 586 15 012 135,4

Source: Statistical Yearbook of the SR, 2007, Stia#il Office of SR, Statistical Yearbook of thegrms of Slovakia 2008, [3] [4], Note: e*- scoreafation

Table 2 Registered unemployment rate in regions @lovakia (in%)

2002 2003 2004 2005 2006
Region, SR EN Sggre EN S;gre EN S(c;:re EN S;gre EN S;gre

Bratislava region 5,2 1 4,0 1 3,4 1 2,6 1 2,8 1
Trnava region 13,0 3] 111 3 8,9 3 72 3 5,3 3
Treng&in region 10,9 2 8,9 2 8,1 2 6, D 5p 2
Nitra region 21,5 5/ 191 51 14,8 g 11,4 5 ol1 5
Zilina region 14,7 4 13,2 4 11,1 4 9,8 il 7/0 4
rBeagri\grlﬁé Bystrica 23,8 7| 228 8 195 § 188 8 16]1 8
PreSov region 23,0 6| 196 6 17 @ 15,8 6 137 6
KosSice region 24,3 8| 222 71 189 7 17,6 7 15}2 7
SR total 17,5 15,6 13,1 11,4 94

Source: Statistical Yearbook of the SR, 2007, Stia#il Office of SR, Statistical Yearbook of thegres of Slovakia 2008, [3] [4] Note: e*- score kxadion
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According to NUTS II, region of Bratislava and wesst Slovakia had a relatively low
unemployment rates. Actually, throughout the penbélve years, it was lower than the national
average. In contrast, the region medium Slovakid ianeastern Slovakia was always higher,
exceeds the ten or twenty percent. The unemploynagatin that period in all regions declined.
It decreased also in the national average. If & W&.5% in 2002, so in 2006, Slovakia had the
rate of unemployment 9.4% [5].

Development is currently (2009-2010) affected bw mgplicants for employment. These people
are students who leave schools. It is a resultoofiptex processes, what kind of school they
leave. In the project motivation selected aspetthase results were also examined. Motivation
is the acronym of the project "Promoting positimeages of SETin young people under gender
perspective”, which was supported by the Europeamm@ission under 7FPResearchers came
to an interesting result in regarding young pesptedtivation in selecting schools and then the
occupation. One of the international results wasftiowing statement " Parents play the role of
supporter: Encourage pupils own opinions and clsoias long as they try. They expect
motivation and dedication and choosing a study ihain the same level as their competence.
Teachers are important for adding information, kisalge and competence of their subject. They
also play an important role in motivating the esilham for their subject matter. This influences
girls more than boys.” [6]

2.3 The monthly wage of employee

The following Table 3 presents data on averagesgnasnthly wage of the employee. It's about
basic - the tariff wage, set by wage law. There ewery particulars including filling staff,
resulted to the employee from these regulations.

Average gross monthly wage of employee reflectsdme extent employee’s share of GDP
produced in the region. It is intended by leveltled economy in the region, the structure and
efficiency of economic activities in the region.

The value of the data of Table 3 shows that:

- The highest monthly wage in the whole analyzedogkrivas aimed at employees in
Bratislava region

- After the Bratislava region, the second highest tmgnearnings, thanks to the steel
combine U.S. Steel in KoSice, was aimed at employe&oSice region

- The lowest monthly wage of employees during thie fyear period, were in the PreSov
region

- Relatively stable, increasing monthly wage was@&Trnava region

- In all regions of Slovakia monthly gross wage ofpémgees grew in the analyzed period.
The fastest and most noticeable grew was in KadickTregin region at least in Zilina
region. If you compare the monthly wage in the Slowegions, all regions except

® “More information on www.motivation-project.com ”

® SET — Science, Engineering and Technology

" "Motivation -" Promoting positive images of SETyiaung people under gender perspective "and iseftind
Coordination Action within the 7th Framework Pragraf the European Comission (Grant Agreement né823)
Involved are the following persons: Felizitas Sagefroordination) and Jennifer Dahmen in Germaimnyifa
Thaler, Christine Wachter and in Austria, Anne-SepBenin-Godfroy and Cloé Pinault in France, ElsrRtes in
the Netherlands, in Spain Carme Alemany, Bulle Bsson in Sweden and Natasa Uilkova and Gabriela
Kol'vekova in Ireland. For further information see wwwativation-project.com. "
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Bratislava had lower wages than the monthly naticeeerage. Bratislava region
surpassed him in 2002 to 33.3% in 2006 to 25.0%.
From the perspective of NUTS II, the highest montiveges were given to employees in the
region Bratislava. The second highest monthly wagese given in the western region of
Slovakia. In order for third place there was east®liovakia and region of central Slovakia was
on the fourth place [7].

2.4 Net cash income of household
Net cash income households can be characterizexh aslditional indicator of monthly gross
wages of employee which reflects social securitsegfon's inhabitants.

Net cash income of private households (as memigemie - one person in household), is created
by: net working income, part of income from privatgesiness which are selected for a household,
social income (pension benefits, health insuramstate social benefits, social assistance and
unemployment benefits) and other income (incomenfiaroperty, income from the sale of
agricultural products, revenues from institutions andividuals, income from loans ...).
The following table 4 reflects the data value df cesh income per household in 2002 - 2006.
According values of the data in Table 4, we malkeftiiowing assessment:
- The highest net cash income per household in the 3@02 as well as in the five-year
period was noticed in the Bratislava region,
- The second highest net cash income per househatel welrnava region and KoSice
region
- The lowest net monthly household income acrosditieeyear period was in the PreSov
region, after it in Zilina region, Banska Bystrigajion and Tre#in region
- Concerning the net cash income for householdsgiome of Slovakia the relative fixity
of growth did not hold as it was the case with aatiors of RGDP per capita, rate of
unemployment and gross monthly salary of the engdojReason can be found in values
of net cash income of households. They consist minictly of social aspects.

But if we compare Slovakia in terms of NUTS I, tveue of net cash household income and its
growth and development clearly determines rankinggions, as in all three previous indicators,
as follows: Bratislava region, western, central aagtern Slovakia at last place.
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Table 3 Average gross monthly wage in Slovakia regi (in euros)
2002 2003 2004 2005 2006 2006/2002 2006
Region. SR | £uro ngre EURO Sgi’re EURO ngre EURO ngre EURO ngre ratio (%) ngre (Ff)//SR ngre
Bratislava region | 646,45 1| 672,38 1 749,80 1 812,55 1 83325 1 128,9 7 | 1250 1
Trnava region 463,95 3| 493,59 3 56898 3 604,73 2 618|64 3 133,4 4| 928 3
Treng&in region 434,38 6| 466,51 4 5158p 5 551,25 5  603]93 4 139,0 2| 90,6 4
Nitra region 433,74 7| 450,64 71 494,99 7 529,68 7 579|03 6 133,5 3| 869 6
Zilina region 460,90 4| 454,59 g 522,61 4 556,53 4 588,3 5 127,6 88,3 5
rBeZTSEa Bystrica | 437,63 5| 455,45 g 4953p 537,18 6 565,92 7 129,3 6| 849 7
PreSov region 406,56 8| 421,43 g  448,0p 484,63 8 539,5 132,7 80,9
Kosice region 474,57 2| 524,33 4 569,14 595,76 3 662[25 2 139,5 1| 994 2
SR total 484,53 509,83 565,59 614,22 666,38 137,5
Source: Statistical Yearbook of the SR, 2007, Statil Office of SR, Statistical Yearbook of thegiRms of Slovakia 2008, [3] [4], Note: e*- scoreafation
Table 4 Net monthly household cash income in the géons of Slovakia (in SKK)
2002 2003 2004 2005 2006 2006/2002
Region, SR SKK ngre SKK Szfre SKK S‘e’fre SKK Szfre SKK Szfre ratio (%) Szfre
Bratislava region 8451 1| 8872 1 10251 1 9828 1 11487 1 136 1
Trnava region 6392 6| 6902 5 7204 2 7640 3 8615 2 1B5 -3
Treng&in region 6410 5| 7019 3 666( 8 7296 5 8521 4 1B3 4
Nitra region 6382 7| 6830 6 6934 5 78583 2 8594 3 1B5 D-3
Zilina region 6454 4| 6615 71 7084 4 726b 7 8349 5 1p9 5
Banska Bystrica region 6523 3| 6904 4 6901 6 7290 6 8316 6 1p7 6
PreSov region 6175 8| 6318 8 6664 7 6713 8 7457 8 1p1 7
Kosice region 7041 2| 7410 2l 7093 3 734p 4 8121 7 15 8
SR total 6714 7089 7279 7567 861

Source: Statistical Yearbook of the SR, 2007, Stia#il Office of SR, Statistical Yearbook of thegrms of Slovakia 2008, [3] [4], Note: e*- scoreaation
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2.5 Index of environmental openness
A significant part of the evaluation of economiadasocial success or failure of the region is
increasingly becoming an assessment of the enviatahsituation in the region. We used the
method consistent with the Method of Rozehnal, 2007F, which allowed us self-comparison
with results in the Czech Republic (in this papemparison is omitted). We can summarize
briefly that the index of environmental openness wanstructed by the point method of these
indicators:

- Density of population,

- Emissions of pollutants from stationary sources,

- The quantity of wastes discharged into surface rsate

- The production of waste [8].
Data on these key indicators for each region weepgred with help of Regional Statistical
Yearbook of Slovakia 2087 Another approach consisted in finding the lowiedtcator values
(thus less pollution, the better). 1000 points assigned to the region with the lowest value and
per mille was calculated field to the other regidosthat threshold. Number without boarder
became the result. Instead of simple number oftpaie can compare indices obtained for each
region by the assistance by the weighted averag@euof points.

According to values of environmental indicators weach spot indicator of environmental
openness of the region. The higher value regioruiesd the better openness it has. After
indexation of environmental openness index, whedches values ranging from 0,1 to 1, while
the closer to 1, the region is more open. The fpmht analysis for individual regions presents
Table 5.

Table 5 The point index and indicator of environmetal openness in the year 2006

Region /Index Spot |nd|cator(§)fft$]r;vr|;%ri1§r1]ental OPEMESS  |ndex of eco-region's openness| Ranking
Bratislava region 0.40 1617.41 8
Trnava region 0.74 2965.83 1
Trenéin region 0.61 2438.10 5
Nitra region 0.68 2712.42 4
Zilina region 0.54 2166.17 7
Banséagi%)r/]stnca 068 2798.70 3
PreSov region 0.72 2881.68 2
KoSice region 0.58 2312.80 6

Source: modified Pitgak, T. 2008th The market environment. Thesis. Headd Ing. Gabriela Kivekova, Ph.D.
KoSice: Department of economic theories. Facultgadnomics University. 74 p. [9]

8 Rozehnal Karel, The problems of measurement dbnedjdisparities in the environmental conditiofishe CR,
regional disparities, N.1 2007 [online], cited [2@09], p.40, Available from <http://disparity.vsb/
dokumenty2/wp_1.pdf> , translated.

Ing. Karel Rozehnal, develop environmental openivetesx for regions CR for 2005 at the DepartmeriRegional
Economics and Environment in Ostrava.

° Regional Statistical Yearbook of Slovakia 2002, Siatistical Office of the Slovak Republic, 20[hline], cited
[18/3/2009], Available from <http://portal.statis$isk/showdoc.do?docid=16783>

Precise figures are contained in the work: k&g T. 2008. The environmental market. Thesis. Heatl Ing.
Gabriela Kdivekova, Ph.D. KoSice: Department of economic themoraculty of Economics University. 74 p.
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We have not count this indicator to the overallleation in Table 6, because of multiple point’s
method which was used. According to the resulthefranking it is obvious that the Bratislava
region has a low level of environmental opennedslenthe PreSov region was rated as second
best.

2.6 Conclusions from the analysis assessing thedéwf Slovakia's regions

In the following Table 6, the evaluation of econorand social levels of the regions of Slovakia

for the period 2002 — 2006 is summarized.

The overall assessment of the level of region$1efSR showed us also scored regions in terms

of values of a set of four basic indicators, namB§DP per capita, unemployment rates, gross

monthly wage of an employee and net household iecom

According to the data values in individual year®20 2006 in various regions of Slovakia and a

set of values of the four indicators, we made dtl®fing conclusions:

- In 2002, the ranking of regions in assessing tlesiels was as following: Bratislava region,
Trnava region, the third and fourth place in Tienregion and KoSice region, then Zilina
region, Banské& Bystrica region, Nitra region, amel@ighth - the last place PreSov region

- In 2003, there were no changes in the order ofeels measured in the Bratislava region -
the highest level and in PreSov region - the lowastl. In measuring the level of the regions,
the second place was reached by TirerRegion, Trnava region on the third place, fourth
place for KoSice region, the fifth and sixth pldoe Banska Bystrica region and Nitra region.
The seventh place was reched by Zilina region

- In 2004, the first place, as in previous years #rel highest rating, was reached by the
Bratislava region. The second place belonged t@viamegion and third place belonged to
Trerzin region. The fourth and fifth place in evaluatitng level was accounted to Zilina
region and KosSice region. Sixth place went to Nit/gion, Banska Bystrica region engaged
seventh place and eighth place - the lowest ré¢we, as in previous years was still included
in the PreSov region

- In 2005, ranking in the evaluation of the leveltbé regions was as following: Bratislava
region, Trnava region, Trém region, Nitra region, fifth place belonged toSa®e region, on
the sixth palce was assigned to Zilina regiore gbventh place belonged to Banska Bystrica
region, and still in the last eighth place, Presegion remained

- Last year of evaluation in 2006, assessment wasamyed from the previous year of
assessment in Bratislava region - first place endtaluation for achieving the highest level
as in all previous years. Even in in Presov regi@norder was not changed — it was at the
last, eighth place and remained the lowest levieé Jecond, the highest level of assessment
was noticed in Trnava region with a long-term posit The third and fourth place in
evaluating the level were reached by Tiarregion and Nitra region. KoSice region degraded
evaluation from previous years and got to sixthc@laSeventh place - the second lowest
rating level have longer belonged to Banska Byatrégion. The eighth - the last place in the
evaluation of the regional level has been reside@fong run to PreSov region.

The overall assessment of the regional level fose¢hfive years showed the order of regions in

Slovakia and it is as follows: Bratislava regidme tsecond place for Trnava region, the third and

fourth place in Tre#in region and Nitra region, the fifth place foridd region, the sixth place

for KoSice region, seventh place for Banska Byatriegion and the eighth place — with the
lowest economic and social level remained andrstiflains to PreSov region.
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Table 6 Overall assessment of the level of Slovalgaegions
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PreSov region in each year in analyzed five-yeaiodeamounted lowest RGDP per capita, the
lowest wage of employee, the lowest net income Ipemsehold and one of the largest
unemployment rates.

The analysis showed that differences between tiens did not undermine, but enlarged. It is
confirmed by particular developments of RGDP pgaitea but also by employee wages and net
household income. As we mentioned earlier (secdn developments in RGDP per capita in
the PreSov region in comparison with the Bratisleagion and Trnava region is in the lower
level. Similarly, net household income reached wadesel. If PreSov region in 2002 amounted to
79.0 % to the Bratislava region and 96.6% to Trn@agion, so later in 2006 it was 65.0% to
Bratislava region and 86.5 to Trnava region.

From the perspective of the NUTS Il assessmenewtlldevelopment works also clearly to
disadvantage the eastern and central Slovakiaef@iites between central Slovakia and eastern
Slovak on the one hand and western regions of 8laand Bratislava region on the other hand,
are increasing. It is confirmed by the followingwgarison results:

If in 2002 RGDP per capita in Eastern Slovakiadlation to the Bratislava region accounted for
33.5%, against 83.0% in western Slovakia and tloeak Republic as a whole to 75.8%, so in
2006 it was compared to the Bratislava region bly @8.5%, to western Slovakia only 70.0%,
and decline towards Slovakia to 69.1%.

The relative decrease was noticed also in a nét ltagsehold income. If in the 2002 net cash
income households represented in eastern SlovakiBratislava region 75.8%, to western
Slovakia it was 100.2% and to Slovakia as a whioleas 95.4%, so in 2006, in comparison to
the Bratislava region it was already only 67.8%western Slovakia to 90.8% in Slovakia as a
whole.

The development of levels in regions analyzed fgpeaiod of five years suggests that the
incentives from the state economic policy in fagbEastern and Central Slovakia, which would
reduce the differences in the regions of Slovaké&apmorly ineffective and do not bring needed
effect.

3. Regional economic policy in terms of long-termision of Slovakia

The contribution of the previous section shows tigparities between regions in Slovakia are
not decreasing but increasing. Eastern and CeBlmlakia are lagging behind the western
Slovakia. National economic policy is not encounggenough for investment in central and
Eastern Slovakia.

From that finding, based on previous analysis, n@nved that increasing economic and social
levels in the region are dependent on multipléddto each other's internal and external factors.
Long-term vision of the development of Slovak stcieounts with multifactorial elements
operating at regional development by 2030. It hesnbprepared under the project ,Vision and
Strategy of development of the Slovak Society”, shhivas approved by the Government, in its
Resolution no. 906 of 350ctober 2006. Economic Institute of Slovak AcadeofiyScience
(SAS or SAV) in Bratislava was the referee and suiper of the project.

Long-term vision provides coherence of changescdonemic and social development of all
forms of governance in public administration — ians the state, as well as regional (upper-tier
territorial units - VUC) and local.

Against the state economic policy which we can dme extent identified as one of the key
external factors that would motivate the developmehregions, particularly those lagging
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behind, there are no objections. Government intd¢iwes in the regional sphere, and some
guiding of economic development and social progreEsghe country does not encounter
resistance among economists and even among paisicBut the reality is such that none of the
government in Slovakia since 1993 has created,emeh implemented effectively motivating
state economic policy for the regions. HoweverthesSITA claims, Slovak governments from
2001 until the end of May of this year provided sdsupport 83 investment projects. Corporates
have been granted investments™ incentives of Aaataunt 27.135 billion. CZK (900.7 million.
Million) [10].

Foreign capital goes to those regions where thedweslitions for its appreciation can be found.
The best conditions for investors and their cagitalthose which bring the maximum profit with
minimum cost’. Bratislava region and western Slovakia have st conditions for foreign
investors. They still do not exit in Central andsteasn Slovakia, particularly, for the reason that
this this region does not have satisfactory trarsipérastructure for them and their marketing
products. The current government (in 2009) has nsholed the need for construction of
highways in central and eastern Slovakia. Theirstroigtion and completion will certainly
contribute to creating better conditions for foreigvestors.

Appropriate transport infrastructure is not theeschuse of non-use of potential resources
available to central and eastern Slovakia, espggcaraterms of manpower. There is a need and
approach for more cooperating education system biginess, which concerns the entire
secondary and higher education in Slovakia.

It is discovered that external factors and theestatre of regions are not crucial for regional
development, although they are necessary. Endogeresources of the particular region are
determining. Each region represents a specific iggdgcal area with their resources - physical,
human, technical, social, ... . Their maximum afféective use and continuous enhancement
creates a foundation of changes to increase ecaeremmdisocial level in regions.

Changes in the regions themselves in all areagpefation of the region are those resources
which can help the development of regions. Thessagbs involve those in the organizational
structures of the region, in its management, inctsnpetence, which it should have, in
determining, the involvement of the leadershiphef tegion but also in its people, ... .

In all these spheres of activity of the region thelity, rationality and efficiency should be
primary.

Organizational structure of public administratidnal levels of governance, including the level
of the region should be designed for securing rfatige of rights of citizens. Development of
public administration should be in accordance Wit development of civil society. Eligibility
for citizens of the availability of public adminiation is one of the good aspects of the well
functioning services for citizens of each terrigébuinit - the region.

The management of public administration, includihg level of the region but also local
government, is expected to be rational, efficiér@nsparent and non corruption operating. All

19 Foreign investors are placing their capital in téatively most beneficial environment within tbeuntry and at
the same time there are obtaining other benefithéygovernment (relief tax, subsidy as investnsestimuli,
because the foreign direct investments are in ctitigge— struggle among the regions within oneestatd also
among other states.
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today's inefficiencies in public administration &iexd to people - human resources. It is this area
of public administration and that means even regiahich is degraded by the mechanisms of
power of political parties and its appointment ebple to senior positions.

These posts should be occupied by professionatlynaorally highly matured personalities. The
candidates of political parties do not always nteese criteria.

For the longer term stability, it is necessary emsider and resolve the responsibilities between
government and regions. It is necessary to com@fuhe importance of the competencies for
the state and region. Its importance is determimgdhat level of self administration, which
functions as its own, so who is more, respectilaigely relates to national or regional level.
Each competency is associated with the managerdenision making and its security. It is
associated with the cost of its implementation anen with obtaining funds in some
competences. Competencies, but also their finasemlrity, should be divided between the state
and region as to not disturb their intrinsic prapenamely they should belong to that degree of
control inherent in which they functions as theimo Moreover they should belong to that sphere
which can close the issues with most concern,matiand effective choices. The best conditions
for such decisions contain degree of control teatlose enough to the real information needed
for decision making. Citizens and their benefitsnirthose decisions should be determining and
the ultimate criterion for deciding.

Finally, to the regional economic policy: The hitteedevelopment of regions and economic

policy combined with regions shows that regionsnibelves have a decisive influence on

changes in their own development. The question Wdlwparticular regions change, evolve and

prosper, depends particularly on them, on theiomat management and decision making.

Each region is first and foremost architect of twen success but also failures. For example, to
rely on the state - the government is not reasenadbbvernment can assist and help to solve
problems that the region has but it can not sulistihe leadership in the region. Management of
the region must be self-engaged in the developmokits region. Engagement for the region is

required not only from its leaders but also frora greople of the region. This can only create a
situation where the lack of funds would not bethase of backwardness.

4. Impacts and consequences of the global econonaisis on Slovakia and its
regions

Slovakia has a highly open economy despite otatfeat it has lover population density and it is
small country with a relatively small domestic metrkf goods and services. If we give the ratio
of value of turnover generated by foreign tradegross domestic product (GDP), the openness
will be reflected as the ratio expressed by nunaipeand 170, 0%,

Slovakia is export-oriented market economy. Thei@alf exports represents about 80 percent of
GDP and import value has a little more, becausecawent account balance of payments has
been for a long time passiVeHigh openness of the country economy to the waldd brings its
higher dependence.

' Since 1993, when Slovakia was established asaatepcountry, Slovakia was only in 2004 in anvactiade
balance. Current account balance represents tife ilance of foreign trade.

At present (2009) economic crisis arises in theifpr trade an interesting situation that the dedlinour exports is
decreasing even more import components for manu&aacf export goods and thus may occur in somevate of
the year, record trade deficit of active balance.
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At present (2008-09) virtually every market econonsy part of the world economy,
consequently, shocks, financial and economic ciise®me countries, depending of a degree of
interconnectivity, influence each other. Finaneatl economic crisis that has arisen in the U.S.
in 2007 as a result of this connectivity among ecoies shifted to other countries in the world
and to Europe. Slovakia did not create nor findnoéther economic crisis, but it is now (2009)
a part of it, because its economy is interconneaititl the economies of countries already hit by
the crisis.

The economic cristd in the Slovak economy started to show in the dastrter of 2008. It has
shown fully in the beginning of this year (2009)hefe exists more reasons of the Slovak
economy's slump, but the principal is that thers baen a significant decline in our exports.
Slovakia sold to the countries of Europe almost 35§%s exports. Our major trading partners
are Germany and the Czech Republic. And since dlsylost their outlets they do not purchace
from us as much as before.

For the first half of this year, Slovakia exporiabut one-third less goods and services than for
the same period the previous year. Our businesgksspecially businesses with foreign capital,
which are largely producing for export, are for¢cededuce production. Most affected sectors are
the automobile and mechanical engineering. In its¢ falf of this year, car production fell by
half compared to last year.

There is a certain paradox that exports of the ywtsd of industry and particular in the
automobile industry, which in 2007 helped the gitowt Slovak economy by 10, 4%, is now the
cause of a deep economic downturn. It turns out the strong focus on certain types of
production, this time in the automobile industrgpecially when there are not fully secured
sources inside the country for such productionpisgood. It is flawed.

According to the manufacturing industry, the pradrc growth in the first quarter of this year
compared to same period previous year was onlggmtanufacture of computer, electronic and
optical products for 20.6% and in manufacture dfecand refined petroleum products by 1.5%.
In other sectors, production decreased. Relativst mecline in the first quarter of this year was
noticed in the manufacture of electrical equipmieynt44.9%, in the manufacture of transport
equipment by 40.9%, production of metals and metalducts by 29.8%, production of
chemicals and chemical products by 29.3%, manufaatirubber, plastics as well as other non-
metallic mineral products by 27.2%, manufacturirgchinery and equipment by 24.1%, .... [11].

If we summarize the reasons that stalled the dpwetmt of our economy, they are:

- Lower production of industry as decreased denfandur exported goods and services

- Lower investment and making stock of companies,

- Decline in household consumption,

- Two week long loss of gas supplies from Russidaimuary this year (2009),

- The weakening of currencies in surrounding statggnst the euro, which we have adopted
as the common currency at the beginning of the (2609).

2|n Slovakia, in our opinion there should be a désion about the economic crisis and its impactabse our
financial sector was not and still is not chardstir by the elements of crises i.e. shortage ofieyan financial
institutions — banks and providing toxic loansucls extent, which would meant its crises.
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Previous economic impacts are as follows:

According to the original forecast GDP should irg® in Slovakia in 2009 by 6.5%. According
to the decline in production in the first half dfet year it is likely to fall on its 6.2% in
comparison with the previous year.

State budget (SB) deficit at the end of June tb&r ¥2009) was 1.1 billion Euros and exceeded
the yearly plan. It was larger eight times in congzn to the same period the previous year.
Revenues of SB were in the first half of 2009 lower11.2% than in the first six months in 2008
and they accounted only 35.1% of projected anreiednmues. The collected taxes were about 1 /
3 less than in the last year, which represents 8l$% of annual assumption. By contrast,
spending in the first six months of this year rbge7.4%, which represents a 40.4% of annual
budget.

Increased unemployment is the consequence of @écfiroduction. The number of unemployed

rose from 234 thousand in September 2008 to 28@sdral at the end of April 2009. Registered
unemployment rate at employment offices reache8%21Further increase in unemployment is

expected, however slower, and the unemployment wateddd be the end of the year (2009)

between 12 to 13 percent. The number of unemplogatt rise to up to three hundred thousand.
Economic crisis will not select. It affects the romy as a whole and also each of its regions,
irrespective of whether the region is richer or igooSlovakia is affected the whole, including

richer western Slovakia or the poorer middle arstera Slovakia.

But it is quite logical that the impact of econoruitsis has a larger influence on poorer regions,
which has painful consequences. For the regionravhgh unemployment was the economic
crisis even before, closure of a single larger camyp which they have, do not improve but

worsen living conditions for residents.

Global economic crisis has a strong impact on thsiness firms irrespective of the region.
According to surveys, it affects big business maséle and they are largely owned by foreign
capital. Today (2009), most of these firms are myagoncentrated on survival. This does not
mean that small and medium enterprises, respegtinedinesses where the owners are domestic
businesses, are immune to the economic crisis.|Smdlmedium enterprises compared to large
are more flexible, and they can adapt more aroosed conditions.

Because of the economic crisis several businesdeased workers. Virtually all automobile
companies and their associated plants for compsniemntcarmakers reducde staff numbers.
Many foreign companies has left the Slovak marketalise of its search of operation at lower
production costs and in laddr According to Slovak Press Agency - SITA about 86éhpanies
left from Slovakia, respectively released part wipboyees, or used other forms for the reduction
of its production, such as shift reduction, redwctiin working time. The growth of
unemployment due to economic crisis affects eadione In all regions, unemployment has
increased.

13 The adoption of the euro in Slovakia as the Eliigls currency, became more expensive in our wockfin
comparison with neighboring countries.

Search more advantageous conditions for the opetgiarticularly through lower production costdsituite
natural and logical phenomenon for firms duringeleenomic crisis. Firms should not only look fornaéavorable
conditions with lower production costs, but loweoguction costs alone would be caused for exampleeshv
efficient technologies, more efficient form of ongzation, ... .
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Originally we wanted to put in the paper and cateihow the economic crisis has manifested in
various regions, particularly in terms of reducergployment and increasing unemployment. We
asked the individual VUC to provide us with inforthoa on this issue. Unfortunately, we did not
meet with understandifg

According to the growth of unemployment, the md&tcied regions are Banské Bystrica region,
PreSov region and Kosice region. They have alsothacighest rates of unemployment until

now and economic crisis will further increase thé&memployment has also increased in other
regions.

The problem in the labor market is not only in reidg jobs but also in the fact that the structure
of vacancies is completely different from the staue of people - workers who are applying for a
job.

Serious problem in our unemployment is that esfigaa the regions of central and eastern

Slovakia, the majority of the unemployed are loag¥t unemployed. Around 75% of people do
not work more than for two years (mainly Roma). 3&evho do not work for years are unable to
work, even though the economic situation improves the economic crisis passes.

Conclusion

Economic crisis is an economic phenomenon inhdrembarket economy based on to capital
relations. As an economic phenomenon it has itekouplications for all social groups and all
spheres of social activity. It expresses the dEamey between the relatively unlimited trends in
growth of production and the possibilities of remlg this growth through the needs and
purchasing power of households. The economic dgsadso a form of conflict resolution, which
is also its consequence. This contradiction isamy national but also global economy in the
world economy. It brings the decrease in producaond thus a decrease in GDP, it reduces
employment and increases unemployment, reducesswag® household incomes, but also the
profits of entrepreneurs.

For any market economy, the economic crisis is alspiration for its own recovery. Healing
process is a way out of crisis and a creation ofenmational and efficient way for a new
economic growth, better than it was in the previpesod, of which the crisis occurred. Creating
the conditions for economic recovery must not bglewted or slowed.

For our economy as a whole and its regions, it mameans to create a new perspective on the
development of our economy. One of them is facst tit is necessary to consider the
implementation of structure of production basedtlos satisfaction of domestic needs and our
consumption as well as our export orientation. Togh openness of the economy and the
vulnerability of production for domestic consumptimay not always be the best solution.

' The data we have available are incomplete andiatistort the situation. Also a list of companikatthave
already departed from Slovakia or are planningéwé is incomplete and therefore not listed here.
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