	
	
	
	


2030 Strategy for Development of Slovak Society
Briefing Paper

Background
2030 Strategy for Development of Slovak Society (Strategy) is a research document prepared by the Institute of Economic Research, the Institute of Political Science and the Institute of State and Law of the Slovak Academy of Science, the Faculty of National Economy of the University of Economics and other experts.
The Strategy has been prepared as a part of the project Vision and Strategy of Development of Slovak Society approved by the Slovak government in October 2006 As stated in the Strategy: “The paper is a research statement of the authors. The way and extend of its implementation will be decided by the political representation.”  The Strategy has been approved by the cabinet March 10, 2010 (see here) and submitted for public consultation on March 9, 2010. 

Leadership of the project: 

· Peter Staňek, member of the coordination group for the project Vision and Strategy of Development of Slovak Society and Head of Scientific Council of the Institute of Economic Research, Slovak Academy of Science
· Milan Šikula, Director of the Institute of Economic Research, Slovak Academy of Science
· Jaromír Pastorek, President of the Slovak Academy of Science 
Summary of the Strategy’s Executive Summary: 
                      The Strategy reflects the EU 2020 Strategy and focuses on six key areas:
1. New Definition of the Role of State in the Economy: Redefinition of its Key Functions

2. Economic Convergence 

3. Building the Knowledge-based Economy

4. Building a Cohesive Society

5. Sustainable Development 

6. Regional Development

                       1. New Definition of the Role of State in the Economy: Redefinition of its Key 

                             Functions
Key ideas:
· Globalization caused dominant position of transnational corporations. Their power and influence is transmitted in their large domestic countries and international institutions. [pg. 7]
· Extensive liberalization and deregulation reduced the regulatory and controlling function of the state in the external economic relations. [pg. 7]
· Responsibility of the businesses in the social affairs area has stayed bounded to the national territory. [pg. 7]
· As a consequence of the global crisis – strengthened involvement of state in the trade with resources of vital interest e.g. energy, water, soil. [pg. 7]
· Key area of national interest: development, protection and use of knowledge-based resources. [pg. 7]
· Global crisis caused increased social disparities, exploitation of natural resources, unprecedented expansion of financial sphere and its destructive impacts on the real economy [pg. 8]
· Four scenarios of future global political system development: [pg. 8]
1. Strengthening of hegemonic position of the United States
2. Creation of effective multilateral system – preferred scenario

3. Deepening of confrontation and chaos
4. Creation of parallel worlds – pluralism with low trust and low cooperation
· Global development, especially in the recent days, shows that pure market competition with decreasing role of the government is not sufficient to face the challenges of the 21st century such as increase of social disparities, environmental challenges, increasing indebtedness on all levels (private sector, public sector and households). [pg. 10]
· State functions should be redefined in line with principle of the European Governance – state as effective regulator, effective protector of external economic and political interests, effective creator of the public policy, effective guarantee of social securities and effective provider of public services. State needs to provide solutions in case the market forces cannot effectively solve development of the economy and society due to non-competing environment or externalities. [pg. 10]
· The Strategy also addresses need for modernization of the public sector, transparency and strong anti-corruption policies. [pg. 11]
· In addition, the strategy highlights need for creating favorable legislative environment, advocates creation of the Supreme Administrative Law Court and independent Procedural Codex for Administrative Law Judges. [pg. 11-12]
                        2. Economic Convergence 

Key ideas:
· The strategy counts with two possible scenarios of economic growth: the convergence scenario (assuming relatively high rates of economic growth) and the conservative scenario [pg. 15]
· In case of the global economic situation improves, by 2020 the Slovak economy could reach almost 75-80% of the EU-15 economic level and almost 90% of the EU-27 level. At the same time the Slovak employment level might level-up with the EU-15 and the salary level 57% of the EU-15 level [pg. 15]
· Slovakia’s Economic Goals: [pg. 16]
· Convergence of the Slovak Economy to the economic level of Developed World

· Reduction of Regional Disparities

· Strengthening of  Knowledge and Innovation-based segments of Slovak Economy

· Additional resources to R&D and Education have higher impact on economic growth then the effect of lowering taxes. [pg. 16]
· Tax Policy: 
· It is necessary to shift the focus of the tax policy and strengthen the active (simulative) effect of taxes. [pg. 17]
· European way of the R&D support via public financing is more applicable than the U.S. way of extensive R&D support from private sector resources. This would require an increase of the tax burden. Current extremely low level of taxation could be soon an important obstacle for creation of the knowledge-based economy. [pg. 17]
· Need to change the composition of tax base through progressive taxation. Another positive effect would be prevention of the repatriation of profits.[pg. 17]
· As these changes would aim to gain additional resources for the R&D and Education sectors, reform of these sectors is needed as a vital pre-condition. [pg. 17] However, the changes in the tax system can only take place, in case it would not endanger the attractiveness of Slovak economy. [pg. 17]
· Social Affairs: Flexicurity Model: This model is connected with high level of consciousness and morality. Possibilities for application of flexiucurity model in the economy with high unemployment rate, extensive deficit of public finances, low tax rate, and tendency to misuse of public policies, are very limited. [pg. 18]
· Attracting Foreign Investments: should be directed to sectors that would need further development e.g. pharmaceutical sector, chemical industry, special areas of machinery such as medical and measurement technologies. [pg. 19]
· Key areas of technology transfer from the EU perspective: innovative medicine, nanotechnologies, aeronautics, air transport, in-built systems, hydrogen and fuel elements. In Slovakia still focus on middle and lower level technologies. [pg. 20]
                       3. Building Knowledge Based Economy
Key ideas:
· Innovation Index of Slovakia reaches only 64% of the EU-27 average. Education Sector expenses represent only 4.4% of GDP. Whereas in the EU the level reaches 5.5% on average.   [pg. 20]
· Key policies/concepts: Life-long learning, innovation of educational sector on all levels; increasing number and quality of teachers, improvement of teachers remuneration .   [pg. 21]
· R&D should focus on five to six priority areas of the economic and social development. [pg. 22]
· Proposal to establish a National Technology Agency with the aim to foster implementation of the Law on R&D Support with special focus on progressive industry technologies. In addition, the strategy proposes to establish a Slovak R&D Office in Brussels to foster Brussels-Bratislava communication in this area. [pg. 23]
· There should be one government body leading the R&D Agenda and an Government Advisory Council for R&D [pg. 23]
· In terms of EPO patents per million inhabitants, Slovakia reaches 23.4% of the EU-27 average. In terms of innovative SMEs 59.7%. [pg. 23]
· Measures that should be adopted to support innovation: [pg. 23-24]
· Creation of technology transfer centers

· Creation of national scheme for support of innovation in SMEs

· Encourage multi-national corporations to establish R&D centers in Slovakia

· Motivate private sector to invest in R&D through public co-financing

· Increase promotion of successful innovative companies

· Support development of R&D clusters

· Implement innovation strategies to all public policies

4. Building Cohesive Society

Key ideas:
· It should be the Slovakia’s interest to strongly implement the Lisbon Stratgy’s knowledge-based, social model of the economy not only in Slovakia, but in the whole European area. [pg. 24]
· The strategy presents two possible scenarios: [pg. 25]
1. Scenario of forced transition

2. Scenario of active development – the negative effects of the economic crisis should be equally distributed among all layers of society

· Since 2002 public expenses for social protection, as a % of GDP, continually fall. Current rate 16% is the lowest from the V4 countries (Czech Republic 18.6%, Hungary 22.3%, Poland 18.1%, EU-27 26.2%)  [pg. 26]
· The Strategy recommends increasing support for public services. [pg. 26]
· Key Population Segments – employees of :

· Highly-competitive companies

· Companies depending on the economic development of the highly-competitive companies

· Public sector

· Marginalized sector – companies facing serious operational and financial difficulties

· Population depending on social contributions

· The highest income groups and large companies are detaching from the rest of the society and try to avoid the duty to contribute to financing of the social state. In this way, they foster the hate of middle-income groups towards the lower-income groups, which endangers the social cohesion. [pg. 27]
· By 2020, Slovak society could be characterized as the employee society with dominant role of the manufacturing industry. [pg. 27]
· Key government policies in this area: health policy, fight against poverty, protection of marginalized groups, protection of retired citizens, family policy, housing policy [pg. 28]
· Health Care Policy-makers should strengthen measures for support and development of public health. [pg. 28]
· Demographic situation in Slovakia, as well as in the rest of the European Union requires adoption of new model of Migration Policy and fostering the day-care system. [pg. 28]
· Pension Reform: The Strategy declares the need to repair the current pension system (lower contributions to the Second Pension Pillar and possibly parametric changes in the First Pillar). It also advocates setting the minimum rate of pension payment. [pg. 29]
· The self-employed person’s contributions to the pension system should be also increased. [pg. 29]  

· The high-income groups and even whole companies get rid of their responsibility to participate on co-financing of social system. They give an example of trying to take more out of the system than to contribute also to the rest of the society. [pg. 29]
5. Sustainable Development

Key ideas:
· Goal: to protect the dynamic balance of the natural environment [pg. 30]
· Need to raise the awareness about these issues in the Slovak society. [pg. 30]
· Implement the sustainable development policies also in agriculture, forestry and water management systems to use the country’s production, economic and social potential 
[pg. 31]
Wooden Biomass becomes a strategic resource of the 21st century. [pg. 31]
Barriers of domestic producers: low technology innovations, low level of corporate management, low market integration of producers, low market competition on the supply side. [pg. 32]
Future economic development of Slovak society will depend mainly on the availability of raw, energy, water, food resources and processes to improve the environment. [pg. 32]
Need to decrease negative impact of the transport system on the environment while ensuring the sustainable mobility. [pg. 33]
6. Regional Development

Key ideas:
· Key problem in the regional development: west-east differences due to bad transport accessibility and general weaknesses of hard and soft infrastructure in the eastern regions [pg. 33]
· Aim of the regional development strategy is to foster competitiveness of the regions and their ability to attract and retain successful companies. [pg. 33]
· Whereas the EU Cohesion Policy is in the most EU member states considered to be a complementary policy, in Slovakia it is the main source of regional support. [pg. 34]
· Problematic areas of its implementation in Slovakia: low experience with the programming and implementation process, low effectiveness of the evaluation and controlling mechanisms which resulted into problems with high administrative burden and corruption. [pg. 34]
· Possible solutions: creation of the National Regional Development Strategy, independent financial framework for regional development to support comprehensive local development strategies integrated in regional programs. The authors of the Strategy also recommend creation of integrated regional development agencies. [pg. 34] 
· Recommendations for Regions: [pg. 35] 
· Bratislava Region: should focus on increasing international networking, support of excellent R&D and excellent IT infrastructure
· Regions with Developing Industry Sectors: should focus on diversification of economic activity, after-care programs for investors, support of technology transfer and building of technology incubators 
· Rural Areas: should focus on building the infrastructure (transport, institutional…), building the infrastructure for doing business, support of agriculture and support of cross-borders activities.
· Key priority regions in terms of need to support their development: Spis Region (Poprad –Spisska  Nova Ves), Eastern Slovakia (Michalovce) and South Slovakia (Lucenec) [pg. 35]
· Regional Administration Reform: The Strategy recommends to concentrate some local administration offices to one office and establish common local offices (spolocne obecne uradovne) [pg. 36]
· Key factors to increase effectiveness: [pg. 36]
a) improve decision-making processes
b) imformatization and electronization
c) setting standards for various tasks, functions of the local administration based on quality management and evaluation methodologies
· Goals: good-governance, effectiveness, accessibility and transparency [pg. 37]    
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