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In 1995 DG VI published a series of ten country 
reports and a summary report on the agricultural 
situation and prospects in the associated countries 
of Central and Eastern Europe (CEECs). The 
reports provided an analysis of the transition agri­
culture and the agro-food sector in these countries 
were going through in the first half of the nineties 
and an assessment of the outlook for the main 
agricultural commodity markets till the year 2000. 

With three more years of information the current 
publications, which cover Bulgaria, the Czech 
Republic, Estonia, Hungary, Latvia, Lithuania, 
Poland, Romania, Slovakia and Slovenia, provide an 
update of the 1995 reports and take the outlook hori­
zon till2003. The underlying working hypothesis for 
the reports is that the first CEECs will join the Union 
and will start to be integrated in to the single market 
and the Common Agricultural Policy after 2003. 

6 < CEC Reports - Slovak Republic 

Introduction 

The accession process was officially launched on 
30 March 1998 with the submission to the appli­
cant countries of the Accession Partnerships, which 
for each country set out the principles, priorities, 
intermediate objectives and conditions leading up 
to accession. A main priority is adoption .of the 
"acquis", the body of Community legislation, 
including for agriculture the sensitive areas of vet­
erinary and phytosanitary legislation. 

As was the case in 1995 the individual country 
reports have been prepared by the services of the 
Commission in close collaboration with national 
experts of the countries concerned and with the help 
of scientific advisers. 

The country reports and the summary report attempt 
to provide an objective analysis of the current situa­
tion in agriculture and the agro-food sector and an 
assessment of where the candidate countries can be 
expected to be in their agricultural development at 
the time of the next enlargement. 



The data used in the country reports are derived 
from a CEEC dataset established by DG VI in coop­
eration with other services of the European Com­
mission and with external experts. Data originate 
from various sources, mainly the Slovak Statistical 
Office and the Research Institute of Agricultural 
and Food Economics in Bratislava (vUEPP), FAO, 
OECD, and the European Commission (DG II, 
Eurostat). 

For agriculture in general the FAO data were used, 
but for certain countries and/or for certain prod­
ucts, and in particular for the most recent years, the 
figures were adjusted or replaced by data from 
other sources, after discussion with country spe­
cialists. For the commodity supply balance sheets a 
simpler approach than by the FAO was used, taking 
into account trade in agricultural commodities up 
to the first processing stage, but not in further 
processed products. 

About the data ... 

The main objective was to obtain a dataset which was 
as coherent as possible, offering good comparability 
of data. 

Despite all efforts to create a coherent, reliable and 
up to date dataset, all figures presented in the 
country reports should be interpreted with care. 
Significant changes in data collection and process­
ing methods have sometimes led to major breaks in 
historical series as the countries concerned have 
moved from centrally planned to market 
economies. One general impression is that these 
problems may have led to overestimate the decline 
in economic activity in general and of agricultural 
production in particular in the first years of transi­
tion, data from 1989 and before being somewhat 
inflated and data after 1989 underrecording the 
increase in private sector activity. More recently 
many CEECs have undertaken serious efforts to 
start to harmonise data collection and processing 
methods with EU practices. 

With three more years of data and experience the 
original 1995 dataset has been improved and further 
adapted to DG VI's analytical needs. 
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Executive Summary 

General economy 

In spite of earlier fears, Slovakia's economic situa­
tion has improved rapidly in the years after the sep­
aration of Czech Republic and Slovak Republic in 
1993. In the following years the Slovak Republic has 
made good progress as far as macroeconomic stabil­
isation and economic growth are concerned. GDP 
growth was between 5% to nearly 7%, inflation was 
curbed to 6.5% in 1997. and unemployment is 
around the EU-average. 

Although economic growth remained among the 
highest in the region and the external trade deficit 
was lowered from its very high 1996 level, the 
macroeconomic situation worsened in 1997. The 
government deficit deteriorated significantly, exter­
nal deficits improved mainly as a result of tempo­
rary protective measures and remained unsustain­
ably high, and inflation and unemployment 
increased again, reversing some of the progress that 
was made in previous years. The fundamental eco­
nomic policy problem in Slovakia is that monetary 
and fiscal policies are not co-ordinated, and that 
economic restructuring is too slow. To compensate 
for the poor fiscal policy, the National Bank of Slo­
vakia has implemented a restrictive monetary poli­
cy since 1996. The resulting high interest rates are 
harming enterprises and banks. A more fundamen­
tal solution to resolve the external and budget 
deficits would consist of a significant reduction of 
government expenditure, combined with transpar­
ent restructuring measures to increase the export 
competitiveness of Slovak enterprises. 

Agriculture in the general economy 

The strong recovery of the general economy led to an 
overall decrease in the importance of agriculture in 
the general economy. The contribution of agriculture 
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to GDP was 5.9% in 1993 and fell back to 4.4% in 
1997. The low importance also reflec~s the industry­
and service-oriented character of Slovakia's econo­
my. The strong performance of the general economy 
could absorb labour force from agriculture, which 
became redundant during restructuring. 

Despite its relatively low share in the overall eco­
nomic performance of the country, agriculture plays 
a comparatively significant part in the maintenance 
of economic and social equilibrium. At continuous­
ly low per capita income, the share of expenditure 
on foodstuffs in total consumer expenditure is high 
(37%), which makes the prices of foodstuffs even 
more sensitive in terms of family budgets. The 
prices of agricultural products supplied by domestic 
producers to processors have been relatively low so 
far. That made it possible to keep the development 
of consumer prices below the general level of infla­
tion and helped to mitigate economic hardships for 
consumers during the transition process. 

The bottleneck of economic recovery in the Slovak 
agro-food sector is the low competitiveness of the 
food-industry and the absence of efficient marketing 
structures in the downstream-sector. The farms sec­
tor made much better progress in restructuring and 
adaptation to market economy than the food-indus-

. try. Both structure and capacity of farms could 
immediately translate into an increase in production 
if they received more remunerative prices from the 
downstream sector. 

Land use 

In Slovakia, 2.4 Mio ha of land, which is 49.5% of 
the total territory, is used for agricultural produc­
tion. During transition land use remained rather 
unchanged for most basic land use categories. There 
was only a small shift from arable land to permanent 
grassland. The allocation of the 1.4 Mio ha arable 



land passed through stronger changes since begin­
ning of transition. The sharp decline in the cattle 
herd reduced the demand for green fodder and the 
green fodder area was partly re-allocated to cereal 
production or more extensive production on perma­
nent grassland. Driven by profitability and input 
support oilseeds area doubled. After an initial 
depression area allocation to cereals and sugarbeet 
showed a moderate upward trend again since 1993. 

Agricultural production and 
consumption 

Transition had a strong impact on the agricultural 
output. The disparity of prices of agricultural prod­
ucts and production inputs to agriculture depressed 
profits. Production was compelled to adjustment by 
the slow-down of financial flows and poorer avail­
ability of investment and operating capital due to 
declining support for agriculture. Domestic food 
demand decreased (for instance for dairy products 
by one third) and the producers had to face compe­
tition from imports. 

In the first three years of reform the gross agricul­
tural output was on an abrupt decline and in 1993 it 
only reached 71% of the average for 1986-1990. 
Since then a mild growth has been observed to 85% 
in 1997. The livestock sector was more affected by 
the decline than the crop sector. The poorer eco­
nomic structure of the livestock sector, its higher 
support during the pre-transitional period and struc­
tural surpluses, which were for livestock products 
more difficult to export than for crops contributed 
to the divergent performance of both sectors. Live­
stock production mostly takes place on big co-oper­
ative farms, which are rather inflexible and very 
often keep the economic habits of the socialist peri­
od. A high share of crop production is in the hands 
of corporate companies, which adapted much better 
to the new market economy environment. On top of 
that domestic consumption of meats and milk prod­
ucts contracted significantly stronger than for crop 
products. Due to its less capital-intensive and more 

flexible production the crops sector recovered faster 
and in 1997 exceeded its pre-transition level. The 
livestock output could recover to only 70% of its 
pre-transition level. 

Cereals could hold their predominance as the main 
arable crop during the transition period, despite fun­
damental changes in demand and sharply increasing 
pressure on profitability by increasing input costs. 
Production declined from 4.3 Mio t in 1989 to its 
deepest level of 3.3 Mio tin 1993. Since then, dri­
ven by improving yields, production recovered to 
3.7 Mio t in 1997. But in 1997 yields still lagged 
some 20% behind its level of 5.2 t/ha in 1989. The 
main factors for expansion of oilseeds were the good 
profitability and competitiveness of Slovak exports 
to the Czech Republic as the main trade partner. 
Increase of production to 270,000 t was achieved by 
expansion of area, as yields are stagnant since 1992 
at around 1.9 t/ha. Sugar production expanded since 
1993 and reached with 218,000 tin 1997 a histori­
cal high. Slovakia, which was traditionally a sugar­
net importer, since 1996 has satisfied demand with 
domestic production . 

During transition· the number of farm animals 
declined in two phases. The first phase from 1989 to 
1992 was a phase of rapid decline. In a second phase 
since 1993 reduction took place at a lower pace. The 
cattle herd was the most affected and fell to 52% of 
the pre-transition level. The pig herd declined to 
70% and the poultry herd to 89% of the 1989 herd 
size. Total meat production slumped from about 
480,000 t in 1989 to 350,000t. The beef sector was 
amongst the hardest hit production branches and the 
output of 58,000 tin 1997 only reached 45% of the 
pre-transition level. Pork production declined but 
remained in equilibrium with demand as consump­
tion declined also. Poultry production recovered 
rapidly since 1992 and nearly reached the pre-tran­
sition level in 1997. Total meat consumption is still 
substantially under the pre-transition level. 1989 
total consumption amounted to 74.1 kg/capita. After 
a plunge in the first years of transition consumption 
recovered again to 64.0 kg/capita in 1997. 
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Milk production decreased sharply during the peri­
od from 1989 to 1997. Reduction in sectoral sup­
port, dwindling consumption and increasing input 
costs were the motor of decrease. Milk yields are 
very low due to the lack of specialised milk breeds 
and the low quality of foodstuff and feeding tech­
niques. Despite a severe decline in production the 
structural surplus for milk products was maintained 
as consumption plunged also. 

Supported by stabilisation of domestic demand, 
increasing market support policy and partly reflect­
ing world market influences, producer prices have 
increased for most commodities since 1994. The 
upward trend for crop products is substantially 
stronger than for livestock products, for which 
recent the price increase remained under the gener­
al inflation for most commodities. Converted to 
ECU the increase of producer prices appears to be 
overvalued due to the appreciation of the Slovak 
Koruna since 1994 and thus has to be interpreted 
with caution. 

Agro-food trade 

The present level of border protection in the Slovak 
Republic is based on GATT commitments, in which 
Slovakia agreed on a relatively low level of protec­
tion for agriculture. This also influenced the 
arrangements of subsequent trade agreements as 
with the EU and CEFTA. However, the sectors, 
which at · present suffer the greatest backlog in 
restructuring such as beef, pork and dairy, enjoy 
rather high border protection. 

Driven by a persistent deterioration of the trade 
balance in the period of 1994 to 1998 a change in 
politics took place and Slovakia embarked on a 
more protective trade administration in the frame­
work of its commitments. The main policy issue 
that adversely affected the smooth functioning of 
foreign trade relates to the re-introduction of an 
import surcharge by the Slovak Republic in mid-
1997. 

10 c CEC Reports- Slovak Republic 

Slovakia is traditionally a net importer of agricultur­
al products. Agro-food imports have about twice the 
value of Slovak exports. Both imports and exports of 
agro-food commodities increased since 1994. The 
value of imports rose from 20 bio SKK in 1994 to 
28 bio SKK in 1997 and the exports went up from 
12.7 bio SKK to 14.8 bio SKK. Whereas the overall 
value of agro-food trade is rising, its relative share 
on all trade of the economy is decline, which is in 
line with the decline in relative importance of agri­
culture in economy. The gap between imports and 
exports widened from 7 bio SKK in 1994 to 13.2 bio 
SKK in 1997. The share of agro-food exports on the 
overall trade was relatively stable at 5% since 1993. 

The most important trade partner both for imports 
and exports remained the Czech Republic. The sec­
ond most important trade partner is the EU, which is 
like the Czech Republic a net exporter of agro-food 
products to Slovakia. Imports from the EU countries 
increased constantly from ·1994 to 1997 and their 
share in total imports amounted to 3 7% in 1997. 
Slovak exports to the EU have stabilised at approxi­
mately 20% of total Slovak exports over the past 4 
years. Within the CEFTA trade (excluding the CR) 
Slovakia has a net e~porter position. The CEFTA 
share, excluding the Czech Republic, was 11% of 
exports and 7% of Slovakia's imports. 

Agro-food trade is scattered amongst all commod­
ity groups. The lions share of agro-food imports 
embraced commodities which can not be produced 
in Slovakia. They totalled to 11.9 bio SKK or 43% 
in 1997. The second predominant group comprised 
commodities, which can compete with domestic 
primary production as dairy products, meat, cere­
als, sugar and bakery products. They accounted for 
37% in 1997. Commodities such as coffee, alco­
holic beverages, cocoa and cigarettes had an 
import share of 20%. Slovak exports are based on 
live animals, dairy products, confectionery and 
bakery products and beverages. Cereal exports are 
rather volatile. From 1994 to 1995 cereals product 
exports tripled to 4.8 bio SKK and fell back again 
to 1.6 bio SKK in 1996 and 1997. 



Farm structures 

Czechoslovakia embarked on rapid reforms of the 
agro-food sector and Slovakia continued on this path 
after the split up in 1993. Privatisation and restruc­
turing of the farm sector had a high priority in the 
policy framework of Slovakia. As a result of privati­
sation collective farms and nearly all state farms dis­
appeared and private co-operatives and large private 
farms emerged, organised as corporate farms1

• In 
1996 co-operatives managed about 60% of the UAA 
and corporate farms 20%. As a result of restructur­
ing, following privatisation, private co-operatives 
started to split up to corporate farms, so the number 
of corporate farms is on overall rise. Slovak farm size 
structures, which formed as the result of transition, 
are amongst the largest in Europe. On average, Slo­
vak co-operatives manage about 1,500 ha and corpo­
rate farms roughly 1190 ha. Individual private and 
household-plot farming remained a rather marginal 
activity occupying just 7% of total agricultural land 
with an average size of 7. 7 ha. 

Although the share of small farms and household 
plots on landuse appears to be rather negligible their 
contribution to agricultural output is high. More than 
60% of potato production took place on this farm 
type. They are the main pillars of fruit and vegetable 
production. 

The unsettled question of old debts, which are 
stemming from the first year of transition and 
burden the co-operatives, remain a severe obstruc­
tion for economic recovery. Land consolidation and 
the yet uncompleted land restitution of old owners is 
an obstacle in the imperative emergence of a land 
market. 

1 Limited liability companies, joined stock companies. 

Up- and downstream sector 

The privatisation of the food industry is almost com­
plete (98 per cent of assets privatised by the end of 
1997). 

The food industry is Slovakia's second largest 
industrial sector with just over 15% of total indus­
trial output. The sector has about 50,000 employ­
ees representing less than 1 0% of all industrial 
employment. 

Capacities in the first processing stage of products 
such as meat, fruit and vegetables, starch and sug­
arbeet exceed actual production. Dairy capacity is 
only used by two thirds. The utilisation of capacity 
is better in higher processing stages (canning, 
industrial bakeries). 

The overall level of foreign direct investment (FDI) 
remains comparatively low, partly due to the delib­
erate preference for domestic capital in privatisa­
tion, and a lack of transparency in the general rules 
for investment, although foreign investors are not 
discriminated against totally. However, the food 
industry is the sector attracting most FD I in the 
manufacturing sector. In 1997 about 11% of all FDI 
went to the food industry. 

A modern retailing system is still missing in Slova­
kia. In most areas of Slovakia small shops dominate 
the market. FDI from the EU to build up a retailing 
system is limited. Marketing of products is suffer­
ing because of the absence of wholesale market 
infrastructures. Monopolistic or oligopolistic struc­
tures are persistent in the agro-food chain and they 
are protected by close links to the state sector. A big 
problem is still the weak discipline of paying inter­
business bills. Juridical support to companies to 
collect money from debtors is still not sufficient. 
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Support policy for the agro-food 
sector 

Compared to the pre-transition period support for 
agriculture is rather low in Slovakia. The total bud­
getary outlay to support agriculture is about 1.8% of 
GDP. The overall support to agriculture, measured as 
% PSE, was 19% in 1996 but went up to 25% in 1997. 
In general budgetary restrictions set limits to support 
expansion and in 1997 the overall domestic support 
accounted for 77% of the limit to which Slovakia has 
committed itself in GATT. The growth of subsidies is 
likely to be halted in 1998, as the agricultural budget 
suffered a cut of about 4%. 

Nevertheless, a broad variety of policy instruments 
were implemented, which supported agriculture on 
its restructuring process. Roughly 10% of the budget 
goes to market support measures, which consist of 
intervention purchases for selected products (in par­
ticular of grains and meat) at minimum guaranteed 
prices and of export subsidies (mainly for dairy 
products, beef and sugar). 20% of the budget trans­
fer goes as production support and is given in the 
form of input subsidies, which are to mitigate the 
impact of increased input prices. Structural policy 
measures for agriculture target to keep farmers in 
less favoured areas in business. Direct payments to 
farmers operating in LFAs are the lions share of 
agricultural support in Slovakia and account for a 
quarter of the budget outlay. 
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Rural development policy 

Approximately 48% of population live in the rural 
regions of Slovakia, 40% in intermediate regions 
and 12% in urban regions. Rural development poli­
cy is in the early stages of its implementation and 
still acts in the wake of regional policy, which itself 
is still not very advanced. Nevertheless, the existing 
problems of rural areas in Slovakia and the lively 
international discussion of the rural development 
topics, in particular in the EU, has strengthened the 
awareness of the need for an appropriate policy 
framework of rural development. 

The first steps of emancipation towards an integrat­
ed rural development policy were taken by the set­
ting up of the Rural Development Agency in 1995. 
In 1998 the Slovak Ministry for Agriculture drafted 
a "conception of rural development in the Slovak 
Republic" which formulates in an advanced way the 
objectives and implementation principles of rural 
development in the future. As a long-term objective 
it targets on the establishment of a rural develop­
ment policy in a shape to which the EU is heading. 
However, there are still a lot of technical, adminis­
trative and financial problems to solve. Significant 
limitation of rural development is imposed by a lack 
of financial resources, particularly at local levels. 
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Medium-term outlook until 2003 

There was a recent tendency in Slovakia to rely pri­
marily on administrative rather than market-oriented 
measures to address the further imperative restruc­
turing of the agro-food sector. The basic underlying 
assumption of the medium-term outlook is that no 
major additional distortive administrative measures 
will be implemented. 

The persistence of a large current-account deficit, 
growing pressure on the government's fiscal posi­
tion and limited inflows of foreign investment might 
lead to a devaluation of the Slovak Koruna at the 
beginning of the forecast period. Further deregula­
tion of prices (energy, heating) and liberalisation of 
the rent limitation system (on costs for housing) will 
fuel inflation. Covering those costs will put addi­
tional pressure on the income of most Slovakian 
consumers. 

Domestic demand will therefore not act as a motor 
for agro-food production. Only at the end of the 
forecast period can a slight push from consumption 
be expected when income is seen to improve slight­
ly. The continuing budget deficit will leave little 
scope to reinforce support for agriculture. The 
devaluation of the Koruna will improve the compet­
itiveness of Slovak agricultural exports and will 
limit inflows of agro-food imports. This will 
improve the economic situation of domestic produc­
ers in the medium-term and translate at the end of 
the forecast period in moderately increasing outputs. 
The investment rate in the food industry is expected 
to go up at the end of the forecast period and pro­
duction of processed food commodities also is set to 
rise at the ending of the period. The unfavourable 
availability of credits for the agro-food sector, which 
is one of the major reasons for limited expansion, is 
expected to improve over the next years. 

In the farm sector co-operatives will remain the 
dominant farm type but restructuring by splitting off 
into smaller entities and changing legal entity to cor­
porations or limited liability companies will persist. 

The gap of efficiency amongst the farms will widen 
and the more prosperous farms will attain better 
efficiencies in labour input. However, persisting 
high unemployment will limit absorption capacities 
in rural areas with low diversification. 

Profits of arable production improved since 1993. 
Since 1995 sectoral net income for arable crops has 
been positive. In the arable crop sector therefore fur­
ther expansion of area and yields are expected. The 
animal sector accounted losses so far. The break­
even point for profits of animal production is 
expected for 1998 (precondition e.g. no reduction in 
subsidies). But the overall production is still expect­
ed to contract slightly until the year 2000 (except for 
poultry, for which expansion already takes place). 
From 2000 onwards a moderate expansion will be 
recorded for pigmeat, beef and milk production. 
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1 . 
General economic situation 

General performance of the economy 
1989- 1997 

At the beginning of the transition period in 1989 the 
Czechoslovak government embarked on radical mar­
ket-oriented reforms. The Slovak economy was 
somewhat harder hit by the reforms and by the disin­
tegration of the COMECON markets than the Czech 
one. 1993, in the first year of independence, the Slo­
vak economy was still contracting at a rate of 4% 
after steep falls in the previous years. But the process 
of transformation to a market economy continued. 

In spite of earlier fears, Slovakia's economic situa­
tion has improved rapidly in the years after the sep­
aration and 1994 showed a remarkable turnaround. 
Led by strong export growth GDP rebounded by 
5.0%. In the following years the Slovak Republic 
has made good progress as far as macroeconomic 
stabilisation and economic growth are concerned. 
GDP went up by 6.8% in 1995 and 6.9% in 1996. In 
1997, Slovakia recorded its fourth consecutive year 
of strong economic growth (table 1 ). 

Table 1: General economic indicators 

1992 
Population 1000 5300.0 
GDP (current prices ) bio Koruna 332.3 
GDP (current prices) bioECU 9.0 
GDP (constant prices) %change -6.5 
PPS per head %ofEU 
Consumer prices %change 10.0 
Unemployment rate % 10.9 
Unemployment rate (ILO) * % 
Budget balance ** in%GDP 
Trade balance mioECU 
Current account mioECU 
Long term lending rate (%I year) 
Exchange rate SKK/ECU 36.7 

Although inflation remains relatively low compared 
to other countries in the region, the continued high 
economic growth and strong domestic demand have 
arrested its gradual decline. Inflation decreased 
from a peak of 26.9% in September 1993 to only 
5.2% in September 1996. It then increased gradual­
ly to 6.5% in April 1997, after which it declined 
again somewhat to 5. 7% in September, as a result of 
the more restrictive monetary policy. However, 
adjustments of some remaining administered prices 
and indirect tax increases pushed inflation up again 
to 7.3% in the first quarter of 1998, the highest level 
since the last quarter of 1995. 

Trade impact 

Slovakia is an open economy with imports of goods 
accounting for more than 53% of GDP in 1997. An 
open trade policy and the reorientation of trade flows 
initiated the recovery in 1993. In 1994 and 1995 the 
economic growth was mainly driven by foreign 
demand. In 1996 due to slower economic growth in 
the EU and the continual real appreciation of the 

1993 1994 1995 1996 1997 
5324.6 5347.4 5363.6 5373.8 5388.0 
369.1 441.3 515.1 581.3 653.9 

10.2 11.6 13.3 - 14.9 17.2 
-3.7 5.0 7.0 6.9 6.5 
36.6 37.6 38.9 41.0 41.8 
23.2 13.4 9.9 5.8 . 6.1 
12.7 14.6 13.6 12.6 12.5 
12.2 13.7 13.1 11.1 11.6 
-6.2 -5.2 -1.6 -4.4 -5.7 

-796.4 68.2 -146.7 -1798.3 -1296.6 
-514 559 299 -1497 -1157 
14.4 14.6 15.6 13.2' 15.4 
36.0 38.1 38.9 39.1 38.1 

*Calculation retro-actively modified by SBS in 1997. **Debt principal repayments included. 

Source: 00 II, SBS via NBS, WIIW 
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Slovak Koruna, foreign demand weakened and over­
all economic developments were based mainly on 
domestic demand. In 1997 the situation reversed 
slightly. While domestic demand became less 
dynamic in 1997, the contribution of external trade 
to economic growth improved despite the relatively 
unfavourable exchange rate for Slovak exports. How­
ever, domestic demand remained the predominant 
source of growth. With a real growth rate of more 
than 6% (in SKK), total exports were clearly recov­
ering from their disappointing performance in 1996, 
when a negative real growth rate was recorded. Con­
sequently, the trade deficit declined from more than 
11% ofGDP in 1996 to about 7.5% ofGDP in 19972

• 

Demand for imports in 1997 was restricted by the 
effects of the tight monetary policy and by the intro­
duction of a new import surcharge (table 2). 

The introduction of an import deposit scheme in 
May 1997 which was replaced in July by a 7% 
import surcharge appear as a major trade problem. A 
few other trade problems that have arisen relate to 
Slovakia's continued introduction of obligatory cer­
tification and pre-market testing procedures. These 

Table 2: lalaace of total trade of Slovakia 

bioECU 1993 . 1994 1995 
Imports 5.6 6.7 
Exports 5.6 6.6 
Balance 0.1 -0.1 
Source: Eurostat 

have created non-tariff barriers to various products 
exported to Slovakia. 

Nevertheless, given the low inflow of foreign direct 
investment in Slovakia, the current account deficit is 
still too high to be sustainable. The high current 
account deficit has to be financed almost fully by 
foreign credits, which pushes up external debe. For­
eign debts were increasing at a substantially higher 
pace than Slovak exports. At the end of 1997, the 
debt-export ratio stood at 90%, an increase of more 
than 40 percentage points in less than two years. 

Slovakia has signed five regional trade agreements, 
which account for over 80% of the exports and 
roughly 70% of the imports. The five agreements 
are the Czech-Slovak Customs Union, the Central 

Table 3: Main trade partaers Ia ••e overall trade of Slovakia 

Unit 1992 1993 1994 1995 1996 1997 
Imports 
1st partner %IMP RUS 35 cz 36 cz 30 cz .28 cz 25 cz 23 
2nd partner %IMP DE 21 RUS 20 RUS 18 RUS 17 RUS 18 RUS 16. 
3rd partner %IMP AT 10 DE 11 DE 13 DE 14 DE 15 DE 15 
4th partner %IMP IT 6 AT 6 AT 6 AT 5 AT 5 IT 6 
5th partner %IMP PL 3 IT 3 IT 4 IT 5 IT 6 AT 5 
others %IMP 25 24 29 32 33 .... 36 
Exports 
1st partner %EXP DE 24 cz 42 cz 37 cz 35 cz 31 cz 27 
2nd partner %EXP RUS 17 DE 15 DE 17 DE 18 DE 21 DE 22 
3rd partner %EXP AT 7 AT 5 AT 5 AT 5 AT 6 AT 7 
4th partner %EXP HU 7 RUS 5 IT 4 IT 5 IT 5 IT 6 
5th partner %EXP IT 6 HU 5 RUS 4 PL 4 PL 5 PL 6 
others %EXP 39 28 32 33 32 33 
Source: Comext Eurostat 

' A number of one-off factors that pushed up imports in 1996 (imports of military equipment from Russia as debt repayment, higher anticipatory imports 
before increases of tax and import duties) were notably absent in 1997. 

3 The 1998 downgrading of Slovakia's credit rating to a speculative grade by Moody's, and the negative outlook that was given by Standard & Poor's will fur-
ther increase the cost of foreign financing. 
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European Free Trade Agreement, free trade agree­
ments with the countries of the EFTA and the EU 
Association Agreement. Free trade agreements have 
also been signed with Turkey, Israel, Lithuania, 
Latvia, Estonia and Bulgaria. 

The Czech Republic emerged as the main trade part­
ner since the split in the two countries, although its 
relative share is declining to one quarter of all trade. 
Slovakia remained a net exporter to the Czech 
Republic. Trade has been reoriented towards western 
markets, and in particular to the EU, with the EU 
now the fastest growing and the biggest trade part­
ner, accounting for around 35% of Slovak imports 
and more than 40% of exports. Germany alone takes 
up about half of the EU trade with Slovakia, but also 
Italy and Austria improved their share in both 
exports and imports. Russia maintained its position 
as the second most important importer, Russian 
imports embrace mainly gas and petrol. Russia 
accounts for only 6% of all exports (table 3 on 
page 15). 

Public finance and monetary policy 

The conduct of monetary policy by the National 
Bank of Slovakia has, until now played a vital role 
in the stabilisation process. Inflation is low, albeit 
some concealed inflation since energy for private 
consumption continues to be subsidised and some 
consumer prices are controlled still. In an effort to 
curb the rapidly deteriorating external balance and 
to safeguard the country's inflation record the NBS 
has gradually tightened monetary policy since 
1996. Interest rates were raised, reserve require­
ments were increased and the fluctuation margin 
around the central currency rate was widened. 

The more restrictive stance of monetary policy was 
not however supported by a tighter fiscal policy ori­
entation. The state deficit, which had decreased 
from 1993 to 1995, increased again from 8.3 bio 
SKK in 1995 to 25.5 bio SKK in 1996. For 1997 the 
deficit was even higher at about 38 bio SKK as a 
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result of disappointing corporate profit tax collec­
tion, and of higher expenditures for highway con­
struction, public sector wages, interest payments, 
social security benefits and due to increasing debt 
service. The overall government sector in Slovakia 
comprises mainly the state government accounting 
for 56% of spending and four social security funds 
accounting for 35% of expenditure. 

Slovakia's foreign debt had risen from ECU 2.7 bio 
in 1993 to around ECU 9.0 bio in March 1998. For­
eign currency reserves, built up in 1994 and 1995 in 
a period of positive current account, could be kept 
stable despite the deterioration of the current 
account in 1996 and 1997 to an estimated 3.1 bio 
ECU in June 1998. 

The Slovak government took a number of corrective 
measures in July 1997, such as the introduction of 
the import surcharge and some expenditure cuts 
which reduced the deficit by about 2% of GDP. The 
budget for 1998 foresees a fiscal state deficit of 
only 0.7% of GDP. Compared to about 4.5% in 
1997, the general government deficit is still expect­
ed to be close to 3% of GDP. This includes extra­
budgetary investment in infrastructure and housing. 
Interest payments on government debts are increas­
ing (debt service 46.3 bio SKK in 1998) because of 
the overall increase i debts and rising interest rates. 
So the underlying problem of Slovakian budget pol­
icy is the dramatic growth in total public debt and 
the servicing of these debts. 

Because of the very expansive stance of fiscal poli­
cy, monetary policy had to be even more restrictive, 
after the successfully defended attack on the curren­
cy in May 1997. Consequently, the government 
faced increasing difficulties to finance its growing 
deficit on the domestic financial markets. 

Full current account convertibility was established 
at end of 1995. At the end of 1996 the National Bank 
of Slovakia (NBS) announced further liberalisation 
of capital movements, especially with respect to 
cross-border loans and real estate transactions. 
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Exchange obligations for companies and exchange 
limitations for individuals were abolished in April 
1998. 

After the 10% devaluation in June 1993 the 
exchange rate has remained stable in nominal terms. 
The Slovak currency has been pegged to a USD-DM 
basket (USD 40%, DM 60% ), with a fluctuation 
band, which has been widened to +/-7% of 1 Janu­
ary 1997. The widening of the band is intended to 
discourage speculative inflows of foreign capital. 

Interest rates were completely liberalised in 1992. In 
the second quarter 1997, the NBS sharply reduced 
liquidity in the interbank money market to sustain 
the exchange rate against a number of speculative 
attacks. This led to volatile and high interest rates 
until spring 1998. 

The high real interest rates, which followed from 
exchange rate pressures and the inappropriate policy 
mix, created additional difficulties for the already 
weak bank sector, especially on those institutions 
that depend on the interbank market for their financ­
ing. As a consequence, IRB, the third largest bank, 
encountered serious liquidity problems, and had to 
be put under forced administration by the National 
Bank of Slovakia in December 1997. 

Privatisation 

A sell-off of state assets has been pursued through 
two privatisation waves. The privatisation process 
started in 1990 during the CSFR period by so called 
"small-scale privatisation" and was completed in 
1992 with about 10,000 shops, businesses and enter­
prises being auctioned off. As a second phase of the 
first privatisation wave "large-scale" privatisation was 
launched in 1992 and was completed by mid 1993. 
There were about 750 enterprises involved with the 
book value of about 166 billion SKK. In this process 
the shares of 503 companies amounting to 80 billion 
SKK were distributed through voucher-based 'mass 
privatisation". The balance of assets was sold by stan-

dard metl!ods using direct sales and public tenders. A 
restitution fund was established by the National Prop­
erty Fund (NPF) in 1993 to provide financial com­
pensation to those whose claims could not be met by 
the return of property. The fund usually receives 3% 
of shares in privatised companies. 

In September 1994, the second wave of privatisation 
started with the distribution of vouchers but was 
then put on hold until June 1995 when the._govem­
ment announced a new privatisation policy. The 
Voucher privatisation scheme was replaced with a 
scheme based on direct sales to strategic investors, 
including sales by instalments to managers and 
employees (MEBO; Management Employee Buy 
Out Scheme). The 3.5 million citizens, who bought 
coupon books, expecting the voucher privatisation 
method to proceed, were given interest-bearing 
state-backed bonds. Before maturity, these bonds 
can be used to buy ~ompany shares from the portfo­
lio of the National Property Fund or to pay pension 
and health insurance and for down payments on 
apartments. Companies can also use the bonds to 
pay o,ff debts to the NPF. In case the bonds are not 

. use by their holders they will mature at end of 2000. 

Within the new privatisation policy a law relating to 
state interests in companies came into force in 1995. 
It lists 29 companies, which will not be privatised, 
mainly in infrastructure, telecommunications arma­
ments and agriculture. The law secures a majority 
share of the state in further 45 companies of the 
mentioned sectors. Finally, in announcing the 
change in the method of privatisation, additional 
legislation was passed to tighten the regulatory 
framework for Investment Privatisation Funds and to 
limit their role in enterprise governance. By May 
1996, 605 enterprises were privatised, 85% by direct 
sales including MEBOs and 15% by public tenders. 

The terms of sale are typically very favourable for 
the buyers. The average purchase price of shares was 
less than 40% of the book value in 1996. Still, only 
a fraction of the sales price reaches the NPFs 
account as the investment expenditures specified in 
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the privatisation agreement can be used to offset 
payments. The style of privatisation continues to be 
criticised for lack of transparency and economic 
adjustment. Cronyism led to purchases of compa­
nies far below the book value to managers loyal to 
the government. The pace of privatisation remained 
high reaching its peak in real terms of book-value of 
the transferred companies in 1996. In 1996, 217 
fully state owned companies and 118 joint-stock 
companies in which the state had a majority share 
were privatised. In 1997 privatisation slowed down 
with only 26 transfer decisions in the first half of the 
year. At the end of 1997 assets with a book value of 
more than ECU 1 bio remain to be privatised. 

The private sector is estimated to have accounted for 
77% of GDP in 1997, up from 39% in 1993. The 
share of private industrial output increased to 70% 
while about 7 5% of the employment is in private 
enterprises. State ownership remains significant in 
the large scale and capital intensive sectors. 

Restructuring policy 

The main restructuring tools have been indirect: pri­
vatisation, access to credit and subsidies (although 
quite limited), liberal rules of market entry and 
import competition. Restructuring has essentially 
been left to the new private owners. The fairly 
decentralised restructuring process has produced 
some positive results. Labour productivity of indus­
trial output has risen continuously since 1992 and 
now exceeds its pre-transition level. Productivity 
growth was initially driven by rapid downsizing of 
workforce. In recent years rising production with 
stable employment levels contributed to productivi­
ty gains. Many companies have been successful in 
finding new markets in western economies. 

Despite these advances, profitability is low in many 
enterprises and appears to have worsened in 1996. 

Profits in non-financial enterprises with more than 
25 employees contracted by more than 20% between 
1995 and 19964

• Only 45% of these firms were post­
ing profits at all. On the other hand, profits grew 
strongly in small enterprises. 

In a worrying development that could weaken mar­
ket discipline, a law on the "Revitalisation of Enter­
prises" came into force mid 1997. Under this act, 
selected enterprises are granted debt and tax reduc­
tions, and can be exempted from bankruptcy while 
they are restructuring. A committee made up of 
government officials and bank exeGutives will iden­
tify eligible companies, which then receive state aid 
in the form of tax deferrals and tax forgiveness, 
conditional on criteria related to employment, 
social and regional development, as well as exports. 
The role of the state in enterprise restructuring was 
further increased by the approval of the enterprise 
revitalisation act.. Because of the prospect of debt 
relief, this new act has clearly given incentives to 
enterprises to build up additional payment arrears. 

As in previous years, foreign involvement in enter­
prise restructuring remained limited in 1997. For­
eign direct investment declined even further from 
the already low level. 

The shadow economy was estimated5 to have 
amounted to 12% of GDP in 1996, compared to 
more than 15% in 1993. Compared to other CEECs 
the share of unofficial economy appears to be 
apparently low. 

Bankruptcy legislation 

Enterprises themselves are entangled in the problem 
of the insolvency of clients- inter-enterprise arrears. 
This complicates the initiation of bankruptcy proce­
dures because of the possible knock-on effects, 
when enterprises become insolvent because their 

' In the period from 1995 to 1997 the competitiveness of Slovak industry deteriorated because real wages grew faster than labour productivity in industry. 
' EBRD, Transition report 1997. 
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debtors have gone bankrupt. Until 1997 Slovakia Table 4: Non-performing loans in Slovakia (in °A. of all loans) 
made little progress in the implementation of an 
effective bankruptcy law, but in 1998 a revision of 
the law introduced more efficient procedures. 

The previous law, put in force 1993, included con­
ciliation procedures and exemptions that made the 
process less than fully transparent, and tended to 
delay the process. Here again companies with close 
links to the government profited most from the 
intransparent exemption practises. Furthermore, the 
courts were overburdened and inexperienced. With 
approximately 40% of enterprises technically insol­
vent and 35% of the banking assets being non-per­
forming, the debt problem in the banking/enterprise 
sector posed and still poses the biggest challenge to 
the Slovak economy over the medium term (table 4). 

The number of companies declared bankrupt 
between 1993 and 1997 has been small. Enterprise 
restructuring and market efficiency has been inhib­
ited by the absence of exits by inefficient compa­
nies. A related problem is the large amount of bad 
debts between the companies. The inter-enterprise 
arrears amounted to 18% of GDP at the end of 1996, 
however this figure is down from 27% in 1993. 

Price policy 

The majority of consumer prices were already 
decontrolled during the CSFR period in 1991. The 
only remaining significant controls pertained to util­
ity charges, rents and public services. In addition 
price increases on the energy sector were limited 
leading to cross-subsidisation from industry to 
households. In April 1996, a law took effect allow­
ing the Ministry of Finance to regulate prices of cer­
tain goods and service·_.; in the domestic market. 
However, dismantling of these price regulations 
would considerably boost consumer prices. 

Inflation jumped in 1991 when prices were liber­
alised under the federal government. In the following 
year it was brought down to 10% by the restrictive 

1992 
3% 

Source: ERB 

1993 
12% 

1994 
30% 

1995 
42% 

monetary and fiscal policies of the federal govern­
ment coupled with the wage moderation. However, 
the introduction of value-added tax (VAT) from Jan­
uary 1993 caused the inflation rate to rise to 23,2% 
in that year. In 1994 inflation decreased to a still 
higher than expected 13.4%. 

Taxation policy 

A comprehensive tax reform was implemented in 
1993, introducing a VAT in two tiers, streamlining 
corporate and individual income taxes, and transfer­
ring funding for social security from general taxa­
tion to an insurance-based system. Revisions in 
1994 reduced the corporate tax rate to 40%, and the 
maximum personal income tax to 42%. Since Janu­
ary 1998 the government raised the VAT rate in the 
lower band to 7% and included more items in the 
upper band (taxed at 23%) as part of the 1998 bud­
get. Tax revenues accounted for 26% of GDP, while 
social insurance payments accounted for 17% of 
'GDP in 1996. Direct taxes accounted for 45% of 
total tax revenue. 

Labour market and wages 

Initially, the fast economic growth had a beneficial 
impact on unemployment. The unemployment rate 
declined from a peak of 15.2% in January 1995 to 
12.8% in December 1996. However, in 1997 the 
number of unemployed has been constantly higher 
than in the corresponding period of 1996. The offi­
cial unemployment rate probably overestimated 
actual unemployment somewhat, why the Statistical 
Office of Slovakia switched to the internationally 
comparable ILO unemployment rate since end of 
1997. Unemployment in Slovakia is now clearly a 
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structural phenomenon with a high share of it being 
long-term unemployment The large majority of the 
unemployed have been out of a job for more than a 
year, and have a low education level. Because of low 
geographical labour mobility and a lack of housing 
in regions with fast economic growth, regional dif­
ferences in unemployment rates are very high. The 
regions having the highest share of unemployment 
are located in the southern and eastern parts of the 
country, whereas the urban regions of Bratislava and 
Kosice face an unemployment rate between 4-5%. 

Wage policy is determined via collective bargaining 
on a tripartite basis between the government, 
employers and trade unions. In 1996 and 1997, 
industrial real wages grew much faster than labour 
productivity. Control of wages was abolished in late 
1994, but in mid 1997 - as part of a wider econom­
ic package - the government put forward regulation 
to curtail wage increases that exceed productivity 
gains. The measure applies in principle to all enter­
prises but it is expected to be enforced primarily for 
loss-making firms. The minimum monthly wage 

was set at SKK2.700 in 1996 and is going to be 
increased to SKK 3000 (ECU 79) from 1998 
onwards (table 5). 

Wages roughly doubled in the period from 1989 
until1997. During the same time period cost of liv­
ing more than tripled6

• The average monthly wage 
for agricultural employees was 7,153 SKK7 in 1997. 
This was 20% below the total average in all eco­
nomic sectors. The average wages in the Slovak 
Republic are the lowest compared with other 
CEFTA countries8

• 

Banking sector 

A two tier banking system has been established in 
Slovakia with an independent National Bank and 
currently 31 commercial banks which are licensed 
to operate in Slovakia. 8 of these banks are fully 
domestically owned, 16 having foreign capital par­
ticipation and 7 being branch offices of foreign 
banks. There are also 12 representative offices of 

Table 5: Development of average monthly wages in selected sectors 

Average Average Average 
monthly monthly monthly 

wage wage wage 
in 1989 Parity in 1993 Parity in 1995 Parity 
(SKK) of wages (SKK) of wages (SKK) of wages 

Agrieulture * 3410 106.8 4481• 85.1 5766 
Agricultural 
cooperatives * 3483 109 4548 86.4 5748 
State farms 
and companies * 3212 100.6 4437 84.3 5589 
Food industry ** 3024 94.7 5131 97.5 7004 
Forestry** 3117 97.6 5049 95.9 6252 
TOTAL 
aU eeonomk sectors ** 3194 100 5264 100 7144 
*Selected Economic Indicators and Employees in Agriculture of Slovakia, by counties. 

**Employees and Average Monthly Wages, SBS, 1993, 1994, 1995, 1996, Statistical Yearbook 1990. 

Source: VUEPP 

' Consumer price index 1997: 337.9 (1989 = 100). 
7 About 187 ECU. 
' 9200 SKK per month, which is about 240 ECU. 
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80.7 

80.5 

78.2 
98.0 
87.5 

100 

Average Average 
monthly monthly 

wage wage 
in 1996 Parity in 1997 
(SKK) of wages (SKK) 

6503 79.1 7153 

6514 79.2 7165 

5939 72.2 6533 
8096 98.5 8845 
7005 85.2 7706 

8221 100 9221 



S
H

A
R

E
 I

N
 T

O
T

A
L 

I{
A

A
 (1

99

C
o-

op
er

at
iv

g[
3r

m
s 

'7
r

j

S
m

al
l 

fa
rm

b.
..

\ 
\-

--
-'/

fa
rm

s
C

or
po

ra
tiv

e 
fa

rm
d .'\ \k

h f:.
1

'rJ

-4 \,y

fs
rc

e
I

ss
 s

+
 s

s 
so

 9
1

L 
| 

| 
.l

A
gr

G
ro

oa
 %

l

ric
ul

93
 9

4

tu
ro

l 3
iB

R
A

9s
 9

6

em

H
U

N
G

A
R

Y

;\ D
P
,1

, I 4
\

o 
?s

 I 
10

0k
m

93
 9

4 
95

 9
6 

97

nc
u

U
K

R
A

IN
E

S
LO

V
A

K
 R

E
P

U
B

LI
C

A
g 

ric
u 

ltu
 r

al
 s

ta
tis

tic
s

,^
,/ 

M
ai

n 
riv

er
s 

an
d 

w
at

er
w

ay
s

O
 

m
aj

or
 t

ow
n

(>
 1

00
00

0 
in

ha
bi

ta
nt

s)

ffi
 

E
st

im
at

e

S
O

U
R

C
E

: 
A

ttr
ih

:te
 

da
ta

: 
V

U
E

P
P

 a
nd

 E
C

 D
G

V
l.A

l
G

eo
gr

ap
hi

c 
da

ta
: 

E
U

 R
O

S
T

A
T

-G
IS

C
O

C
A

R
T

O
G

R
A

P
H

Y
: 

E
C

 G
IS

V
I 

-0
8€

8

A
IJ

S
T

R
IA



foreign banks, which play an informational role for 
their clients, but which are not licensed to carry out 
financial services. 

The Slovak banking market is still dominated by 
three banks, which together account for 49% of total 
bank assets: the Vseobecna Uverova Banka (VUB), 
the Investicna a rozvojova banka (IRB) and Sloven­
ska Sporitel'na (SLSP). The VUB and IRB were 
partially privatised in the first wave of voucher pri­
vatisation in 1992-1993, but the NPF still owns 48% 
ofVUB, 35% of IRB and 91% of SLSP. After recap­
italisation of IRB by the state-owned Slovak Insur­
ance Company, IRB is now again a state-owned 
bank. The Czech located Ceskoslovenska obchodna 
banka (CSOB) is still playing a central role in 
financing Slovak trade via its Slovak branch. In 
1995 it provided around 55% of the entire banking 
sector's foreign exchange credits. 

However, a major structural reform challenge over 
the medium term is the reform of the banking and 
financial sector. The major problems are the unset­
tled question of loans dated before 1993, the high 
rate of bad loans, low foreign investment, tight 
monetary policy. 

Foreign direct investment 

Enterprise restructuring has taken place virtually 
without foreign involvement. The style of privatisa­
tion has not created many opportunities for foreign 
acquisitions. Total foreign direct investment in 1997 
was less than 2% of GDP and cumulative FDI from 
1989 to 1997 only 275 ECU per capita9

• Major 
obstacles seem to be the lack of transparency and 
fairness in privatisation and discouraging capital 
market regulations. 

' Total cumulative FDI 1989 To 1997: 1.4 bio ECU (including banking sector). 
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2.
Agriculturol ond rurol society

2. I Agriculture in the Slovokion
economy

In the pre-reform period (1986-1990), the share of

agriculture on the gross domestjc product stood at

around 7 per cent. In the years to follow it started to

decline, and in 1996 itwas at 4.7% and at only 4.4%

in 1997 In 1990, the share of agriculture in overall

employment reached l0.l%. Since transition this

indicator has been on a pennanent decline, falling to

5 8% in 1997 (table 6).

Groph l: Shore of ogrirulture in employment
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Source: VUEPP/RIAFE

Before transition the farm sector was over-staffed.

The necessary reduction of number of people

employed in agriculture was accompanied by mea-

sures in socially-motivated employment of people

in collective farms, which allowed for a drastic

reduction of about one third of staff during the

early stage of transition in 1991 and 1992. The can-

cellation of services and activities that were not

directly connected with agricultural production

added to the strong plunge. The positive perfor-

mance of the general economy could absorb labour

from agriculture, which became redundant during

restructuring. Since 1993 the pace of reduction in

agricultural employment slowed down and in 1997

5.8% of all employees still worked in agriculture

(graph 1).

Slovakia considers itself an industrialised economy.

The policy objective for agriculture is to target self-

sufficiency and not to maximise production for

exports. Despite its relatively low share in the overall

economic performance of the country agriculture

plays a comparatively significant part in the mainte-

nance of economic and social equilibrium. At con-

tinuously low per capita income, the share of expen-

diture on foodstuffs in total consumer expenditure is

high (37%), which makes the prices of foodstuffs

even more sensitive in terms of family budgets. The

prices of agricultural products supplied by domestic

Toble 6: lmportonte ol ogrieuhure

GDP

Agricultural Output

Share of agriculture on GDP *

Share of agriculture on GDP **

Share of agriculture on employment

1990 1991 1992 1993 1994

-2.s -t4.6 -6.5 -3.7 5.0

-7.2 -6.9 -l1.9 -6.0 3.3

3.2

5.9 6.0

r0.7 8.7 8.1 7.3 6.4

6.8 s.9

9.4 9.4

1995 1996 1997

7.0 6.9 6.5

0.3 3.4 2.0

2.7 3.1 3.2

5.1 4.7 4.4

6.3 6.0 s.8

6.3 5.0 5.0

8.9 7.8 8.1

% change

% change

%

%
o/o

Share ofagro-food exports on total exports o/o

Share of agro-food imports on total imports %
*Excluding forestry, share ofagriculture expressed in gross value added from agricultural account.

**Data from Slovak Statistical Ofice, excluding forestry and intrasectorial intermediate consumption in agriculture.

Source: SBS. VUEPP. DG VI calculations
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producers to processors'o have been relatively low so

far. That made it possible to keep the development of
consumer prices below the general level of inflation

and helped to mitigate economic hardships for

consumers during the transition process.

The share of agri-food imports and exports on the

overall foreign trade of Slovakia was comparatively

stable over the past years and ranges between 5 to 10

per cent.

Input and Output

Transition had a strong impact on the agricultural

output. The disparity of prices of agricultural prod-

ucts and production inputs to agriculture depressed

profits. Production was compelled to adjustment by

the slow-down of financial flows and poorer avail-

ability of investment and operating capital due to

declining support for agriculture. Liberalisation

steps taken as part of the general economic reform
.from 1991 onwards forced agriculture to adapt its

activities to market economy. Lowered demand

called for a change in output structure as well as a

more streamlined utilisation of resources, which

became more difficult.to get for agricultural pro-

ducers. In the first three years of reform the gross

agricultural output was on an abrupt decline and in

1993 it only reachedTl% of the average for 1986-

1990. Since then a mild growth has been observed to

85% in 1997 (graph2).

As in most transitional economies of the Central

and Eastern European Countries the livestock sec-

tor was more affected by the decline than the crop

sector. The poorer economic structure of the live-

stock sector, its higher support during the pre-tran-

sitional period and structural surpluses, which were

for livestock products more difficult to export than

for crops contributed to the divergent performance

of both sectors. On top of that domestic consump-

tion of meats and milk products contracted signifi-

cantly more than for crop products. Due to its less

capital-intensive production the crops sector recov-

ered more rapidly and since 1996 has exceeded its

pre-transition level.

After an abrupt drop following the price and income

shock in 1991 and 1992, domestic food consumption

since 1995 stabilised at a level, which for the major-

ity of products is lower than in 1986-1990. In addi-

tion consumption modified its stnrcture by shifting

from livestock to crop production as the predominant

output sector. The shift is a result of adaptive changes

which took place over the past years and in which

market factors (demand, prices) as well as the effort

of producers to reduce demand for capital and labour

in production played a part. The share of livestock

products on the Gross Agricultural Output contract

from560/o in 1989 to 46% 1997 andthe share of crop

production gained in that time from 44% to 54%.

The disparity in the performance of input and out-

put prices had a very negative impact on profitabil-

ity. Input prices doubled in the first two years of
transition from 1989 to 1990, whereas output prices

virtually remained unchanged. Until 1997 the

prices for the agricultural products increased only

smoothly to 160% of the 1989 level. At the same

Groph 2: Grors Agriculturol 0utpul
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'o Farm prices of most products fluctuate within the range of 68 to 75% of effective support prices under CAP and Slovak market prices for some bulk products

are even below the level of world prices (e.g. wheat).
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time input prices had skyrocketed to 350%. Slova-

kian producers were severely affected by the

widening of the cost - revenue scissors (graph 3).

Economic results

The sectoral income of agriculture turned negative

at beginning of transition. In particular in 1991 and

1992heavy losses were recorded. This contributed

to the high indebtedness of the sector nowadays.

Until 1995 the situation improved and 1996 was

the first year with a sectoral profit. The gains in

efficiency accelerated over the years. In 1997 the

increase of about 4 bio SI(K in final production

was achieved with an additional intermediate con-

sumption of only 0.5 bio SKK. But without sub-

sidisation agriculture would still be unprofitable in

Slovakia.

In economic terms the crop and livestock sector per-

formed differently. The more flexible and less capi-

tal intensive crop sector reached the break even

point of loss/profits already in 1994, whereas the

livestock sector still posted losses in 1997.

2.2 Lond Use

Wth a total area of 49,035 square kilometres Slova-

kia is a bit bigger than Denmark. Half of the area of
Slovakia or 2.45 Mio ha is agricultural land of which

arable land makes up 1.45 Mio ha. Forests cover over

40% of the country (1.99 Mio ha), most of which is

hilly or mountainous. 963,000 ha are grassland.

The grassland is mainly located in the northern,

mountainous parts of the country. Intensive agricul-

ture, partly including the growing of vegetables and

of other intensive crops, in particular that of vine, is

developed in Podunajsk6 and Vj'chodoslovensk6

Lowlands and adjacent hills. Regions under irriga-

tion, for which area was decreasing over the past

years, dropped to 54,000 ha in 1995. In the early 90s

some 200,000 ha of land were under inigation.

There is 0.46 ha of agricultural land and 0.27 ha of
arable land per capita. During transition land use

remained rather unchanged for most basic land use

categories. There was only a small shift from arable

land to permanent grassland (table 7).

The decline in overall input value was less marked

than the decline in overall output value. The dispar-

ity in the development of input and output volume

had its main reasons in the rapid increase of input

prices and the high share of fixed costs. The dispar-

ity of prices of agricultural products and production

inputs widened rapidly in 1991 and 1992 and pro-

voked heavy losses in the whole sector. Since 1993

the gap narrowed slightly again and since 1994 input

and output volume increase more or less in parallel

(graph 4).

Groph 4: Developrnent of form input ond outpul
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Table 7: land use in Slovakia 

1000 ha 1989 1990 
Total area 4904 4904 

Forests 1979 1986 
Utilized agricultural area 2454 2449 

Arable land (harvested area) 1503 1509 
Permanent grassland 783 777 
Vineyards 24 24 
Kitchen gardens 78 78 
Other land 66 61 

Source: SBS, EUROSTAT 

2.3 Agricultural production and 
consumption 

2.3. 1 Arable crops 

1991 
4904 
1989 
2449 
1509 
776 
23 
78 
62 

In contrast to the basic land use categories the alloca­
tion of arable land passed through stronger changes 
during the beginning of transition. The sharp decline 
in the cattle herd reduced the demand for green fod­
der and the green fodder area was partly re-allocated 
to cereal production or more extensive production on 
permanent grassland. Increasing profitability and 
policy support boosted oilseed cropping. Utilisation 
of arable area for protein crop and sugar beet produc­
tion returned in the last two years to their pre-transi-

Table 8: Allocation of arable land to t•e maia crops 

1989 1990 1991 
Arable land lOOOha 1503 1509 1509 

Cereals 1000 ha 814 770 800 
·%arable ' 54 51 53 

Protein crops 1000 ha 32 33 42 
%arable 2 2 3 

Oil seeds 1000 ha 62 71 96 
%arable 4 5 6 

Potatoes 1000 ha 55 55 55 
%arable 4 4 4 

Su.garbeet 1000 ha S5 Sl 48 
%arable 4 3 3 

Green fodder 1000 ha 423 468 410 
%arable 28 31 27 

Source: VUEPPIRIAFE, SBS, EUROSTAT 

1992 1993 1994 1995 1996 1997 
4904 4904 4904 4904 4903 4903 
1990 1991 1992 1992 1992 1993 
2447 2446 2446 2446 2445 2445 
1516 1500 1503 1497 1474 1459 
780 805 810 814 817 831 
23 22 22 23 22 19 
78 78 78 78 78 78 
51 41 33 34 54 57 

tion level. The potato area decreased with increasing 
yields over the 1989- 1997 period (table 8). 

2.3.1.1 Cereals 

Cereals could hold their predominance as the main 
arable crop during the transition period, despite fun­
damental changes in demand and sharply increasing 
pressure on profitability by increasing input costs. 
The sharp fall in livestock production from 1989 to 
1993 translated in a reduced demand for feed cereals. 
Pressure on household incomes set back demand for 
food cereals and due to falling meat consumption 
indirectly of feed cereals. Rapidly increasing input 
prices shortened the availability of fertilisers, which 
lead to a slump in productivity. Yields dwindled from 

1992 1993 1994 1995 1996 1997 
1516 1500 1503 1497 1474 1459 
794 834 860 848 821 . 853 

52 56 57 57 56 58 
65 65 55 50 43 33 
4 4 4 3 3 2 

72 14 87 124 134 139 
5 5 6 8 9 10 

51 47 41 40 41 33 
3 3 3 3 3 ·2 

45 32 32 34 42 41 
3 2 2 2 3 .3 

434 393 373 346 333 298 
29 26 25 23 23 20 
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5.2 tlha to 3.8 t!ha. The area allocated to cereals went 
back to 794,000 ha in 1993. 

From 1994 onwards the situation started to improve 
slightly again. The reduction in livestock numbers 
slowed down, food consumption recovered moder­
ately and profitability improved. From 1995 
onwards the crop sector, which stayed dominated by 
cereals production, started to record a positive sec­
tor income again. Expanding cereal exports support­
ed this development. Before transition Slovakia was 
a cereals net importer. From 1991 onwards Slovakia 
started to export amounts worth mentioning, which 
supported the re-expansion of production since 
1994. The use of feed stuffbecame very sensitive to 
price increases. 1996 high prices immediately trans­
lated to reduced cereals input in animal feeding. 
Weather conditions adversely affected production in 
the years 1992, 1993 and 1996 (table 9). 

2.3.1.2 Oilseeds 

Area allocation to oil seeds 12 more than doubled from 
1989 to 1997. Yields went back as area expansion 

Table 9: Cereals supply balance 11 

1989 1990 1991 
area 1000 ha 814 770 800 
yield t/ ha 5.2 4.7 5.0 
production 1000 t 4232 3593 3969 
domestic use * 1000t 4219 3677 3728 

fooduse 1000 t 1132 833 911 
feeduse ** 1000 t 2916 2673 2646 
seed use 1000 t 169 168 169 
other use 1000 t n.a. n.a. n.a. 

consumption food kg/capita 214.5 157.3 172.4 
imports 1000 t 71 9 7 
export 1000 t 77 230 
ending stocks 1000 t 953 878 896 
strategic stocks destocking 1000 t n.a. n.a. n.a. 
strategic stocks intake*** 1000 t n.a. n.a. n.a. 

took place in less suitable production areas and 
inputs stayed at a low level. Main factors for expan­
sion were the good profitability and competitiveness 
of Slovak exports to the Czech Republic as the main 
trade partner. A monopoly processor, who cares for 
close ties in the producer - processor chain of 
oilseed production, dominates the Slovak market. 
Oilseed producers were eligible to soft loans and 
storing support based on fixed contracts with the 
processor. Globally Slovakia is a net exporter for 
oilseeds. A more detailed consideration shows that 
Slovakia has been a net exporter of sunflower seeds 
but a net importer of rapeseed (table 10). 

2.3.1.3 Sugar 

The sugar beet area contracted from 55,000 ha in 
1989 to 32,000ha in 1993 as a combined result of 
low competitiveness in both sugarbeet cultivation 
and processing. In the first years of transition sugar­
beet yield was on average 3 5 t!ha, which is rather 
low if compared to the EU. The same applies for 
sugar yield of the beets with a maximum of 12.7% 
in 1991. 

1992 1993 1994 1995 1996 1997 
794 834 860 848 827 853 
4.4 3.8 4.3 4.1 4.0 4.4 

3530 3153 3701 3490 3322 3741 
3730 3260 3406 3735 3366 3644 

944 863 880 1121 946 1172 
2630 2208 2104 2150 1964 2174 

154 187 148 130 133 153 
n.a. n.a. 39 6 89 I 9 

178.0 162.1 164.5 208.9 176.0 217.4 
104 343 62 9 337 93 
342 168 357 586 10 321 
458 527 527 189 472 383 
n.a. n.a. 0 484 0 42 
n.a. n.a. 235 328 235 137 

*Including destocking from strategic stock. **Feed use includes till 1993 also other use. ***Estimations. 

Source: VUEPPIRIAFE, SBS 

" For the crop sector years indicated in the tables are marketing years (I July to 30 June). Strategic stocks are stocks managed by the States Reserve Funds in 
collaboration with the State Fund for Market Regulation. Information on their real volume is confidential, therefore the information on stock change have to 
considers with precaution. See also chapter "Market support" in this report. 

" Main oilseeds are rape seed, sunflower seed (accounting for 95% of production) and soy beans. 
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Ta&le 1 0: Oilseeds supply balance 

1989 1990 1991 1992 1993 1994 1995 1996 1997 
area lOOOha 62 71 96 72 74 87 124 134 139 
yield t/ha 2.4 2.0 2.2 1.9 1.7 1.8 1.9 1.9 1.9 
production lOOOt 147 141 214 135 129 155 236 253 269 
domestic use 1000 t 138 142 128 115 154 210 160 198 
imports 1000 t 8 22 25 32 48 20 13 2 
export lOOOt 23 11 94 33 45 49 50 102 73 
self sufficieny % 102.3 150.5 106.1 111.5 100.7 112.1 158.2 135.5 
S~:V1JEPPnuAFE,SBS 

Input subsidies contributed to an expansion of area duction in most of the refineries is based on writ-
and production from 1994 onwards. 1996 Slovakia ten-off assets. High production costs result in 
for the first time produced more sugar than it used sugar prices, which are about one third above 
for domestic consumption. Production in 1997 was world market level. Production cost in Slovakia is 
already higher than 1989. But beet yields and sugar also higher than in the Czech Republic, who is a 
content remained still at a relatively low level. The main provider of Slovak sugar imports. Losses of 
integration in the producer - processor chain follows the Slovak sugar industry amounted to 500 Mio 
the patterns in the Member States of. the EU. The SKK in 1996 and 1997. Therefore the industry's 
sugar industry provides sugarbeet producers with capacity to pay more remunerative sugarbeet 
soft loans, fertiliser and seeds and takes over the har- prices is limited and sugarbeet producer do not 
vest on long-term contracts. benefit very much from the increased production. 

Exports have to be subsidised to be competitive on 
There are only 6 sugar factories left since transi- the world market. In 1998 the industry agreed on a 
tion in Slovakia, but the sugar industry still has deliberate reduction of contracted sugarbeet area 
large over-capacities. Profitability is low and pro- in order to curb over-production (table 11 ). 

Table 11 : Sugar supply balance 

sugarbeet 1989 1993 1994 1995 1996 1997 
area lOOOha 55 32 32 34 42 47 
yield tl ha 34 35 35 34 41 35 
production (000 t) lOOOt 1877 1128 1112 1176 1713 1668 
sugar 1989 1993 1994 1995 1996 1997 
sugar yield % 10.0 12.4 10.9 13.3 13.1 13.1 
sugar yield t/ha 3.4 4.3 3.8 4.6 5.4 4.6 
production * 1000 t 188 139 122 157 225 218 
domestic use 1000 t 248 170 202 164 191 189 
exports 1000 t 1 1.0 1 7 19 
imports IOOOt 86 32 37 53 18 8 
ending stocks 1000 t 96 101 69 126 183 196 
self suffiency % 76 82 60 95 118 116 
consumption** kg/capita 22.3 16.5 20.7 16.6 20.1 19.3 
consumption *** kg/capita 34.8 34.5 34.6 32.0 34.0 33.2 
strategic stocks destocking lOOOt 19 18 50 39 20 7 
strategic stocks intake**** lOOOt 20 15 37 20 14 13 
*Including strategic stocks change. **Retailed sugar. ***Including food industry (source SBS). ****Estimations. 

Source: V1JEPPIRIAFE, SBS 
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Table 12: Fruit production 

1989 1990 1991 1992 1993 1994 1995 1996 1997 
Apples 1000 t 125 82 
Pears 1000 t 16 15 
Stone fruit 1000 t 75 53 
Walnuts 1000 t 6 7 
Strawberries IOOOt 11 10 
Soft fruit* lOOOt 9 7 
All fruits area 1000 ha 10.7 10.4 
Source: Slovak Statistical Office. *Currants, gooseberries. 

2.3.1.4 Fruit and Vegetables 

Fruit and vegetable production underwent no funda­
mental change during transition. The fruit sector, 
sufficient in normal years to satisfy demand, is 
exposed to stronger competition by exports both in 
terms of prices and terms of quality. 

More than three-quarters of vegetable production is 
traditionally based on household-plots cultivation. 
In the past years reduced inputs lead to a decrease 
in vegetable production if compared to 1989, 
although the overall cultivated area for vegetable 
production increased. The structural deficit in veg­
etable production persisted. Prices are rather 
volatile, as there is no wholesale-market for fruit 
and vegetable allocation. Marketing in general 

Table 13: Vegetable production 

96 
15 
40 
6 

10 
8 

10.0 

59 107 57 38 79 80 
15 17 9 11 11 8 
51 35 41 30 42 35 
7 9 8 6 7 5 
8 5 11 7 7 7 
8 6 8 6 7 5 

9.3 7.8 7.2 6.5 5.8 7.6 

works via middleman with an uncertain price 
determination (table 12). 

The output of fruit and vegetables showed remark­
able fluctuations. Beneath normal harvest fluctua­

Jotion insufficient marketing, distribution and storage 
management are believed to be the main problems 
behind that (table 13). 

2.3:1.5 Wine 

The Slovakian vineyards are located in the southern 
region at the border with Hungary. Condition and 
quality of vineyards vary substantially. Scattered 
plots are Predominant. Production is in normal har­
vest years sufficient to satisfy domestic demand. 
Fluctuation in price can lead to a considerable trade 

1989 1990 1991 1992 1993 1994 1995 1996 1997 
Cabbage 1000 t 112 101 107 55 89' 81 84 93 114 
Cauliflower 1000 t 23 18 18 20 23 20 19 20 23 
Tomatoes 1000 t 69 69 96 76 82 75 67 71 84 
Cucumbers 1000 t 17 15 21 22 27 16 20 26 27 
Gherkins 1000 t 9 lO 19 19 29 23 23 25 24 
Melons 1000 t 42 26 31 31 28 27 29 36 35 
Red pepper, capsicum 1000t 48 37 41 37 33 37 33 37 42 
Kohlrabi lOOOt 30 23 26 23 30 26 24 28 31 
Carrots 1000 t 75 66 62 53 75 59 72 82 68 
Garlic 1000 t 8 8 7 6 5 5 6. 6 6 
Onions 1000 t 61 54 53 53 41 42 47 47 55 
All vegetables area 1000ba 31 30 33 31 33 34 37 38 41 
All vegetables production 1000 t . 671 497 552 459 535 484 498 560 509 
Source: Slovak Statistical Office 
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Table 14: Wine supply balance 

1994 
producing vineyards , 1000ha 22.4 
production 1000 hi 1007 
yield hl/ha 44.9 
exports* 1000 hl 216 
imports* 1000 hl 85 
domestic use 1000 hi 876 
consumption 1/ capita 16.4 
Source: VUEPP!RIAFE, ~BS. *Including grape cider. 

flow. Per capita wine consumption is low. In the last 
years a prosperous market segment specialised on 
the production of quality wine production emerged 
(table 14). 

2.3.2 Livestock 

2.3.2.1 Evolution of livestock 

During transition the number of farm animals 
declined in two phases. The first phase from 1989 to 
1992 was a phase of rapid decline. In a second phase 
since 1993 reduction took place at a lower pace. The 
cattle herd was the most affected and was in 1997 
merely half the size it was before beginning of tran­
sition. The dairy cow herd declined to 56% of its 
pre-transition level. The number of pigs went down 

Table 15: Livestock evolution (in 1 000 animals) 

Census December 1989 1990 1991 1992 
Cattle 1622 1563 1398 1181 

Dairy cows 559 549 501 434 
Heifers 101 89 69 66 

Pigs 2708 2521 2428 2281 
Pigs For Fattening 944 915 882 871 
Sows- Total 297 283 270 255 

Poultry 16584 16478 13866 13372 
Laying hens (mio.) 8260 8134 8144 7568 

Sheeps 621 600 531 467 
Ewes for lambing 440 433 419 379 

Goats 9 10 17 20 
Source: VUEPPIRIAFE, SBS 

1995 1996 . 1997 
22.9 22.1 20.0 
585 916 800 

25.5 41.4 40.0 
112 92 103 
211 238 99 
684 1062 796 
12.7 19.8 14.8 

to 70% of the pre-transition level. The poultry flock 
was less affected than cattle and pigs and started to 
recover again in 1995. The decline seems to have not 
bottomed out yet for pigs and in particular for cattle 
(table 15). 

2.3.2.2 Beef sector 

Before 1989 the beef herd was one of the most 
subsidised agricultural sectors in the economy. 
Despite ongoing market support a strong decline 
started rapidly in 1989 and the beef sector is 
amongst the hardest hit by transition. Price liber­
alisation for beef, which translated into decreasing 
domestic beef consumption, plunging milk con­
sumption and increasing input prices were the dri­
ving factors. Beef and milk production are con­
nected and the "dual-use" breed is predominant. 

97/89 
1993 1994 . 1995 1996 1997 in% 
993 916,2 929 892 848 52% 
386 364 350 339 313 56% 
58 40 49 53 43 42% 

2179 2037 2076 1985 1900 70% 
772 722 739 696 664 70% 
237 238 244 231 221 74% 

12234 14246 13382 14147 14692 89% 
7308 7578 7625 7405 7409 '90% 
411 397 428 419 415 67% 
325 258 334 328 325 74% 

25 25 25 26 26 289% 
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Toble | 6: Beef supply bolonte

production

domestic use

exports

imports

ending stocks

self suffiency

consumption

1989 1990 1991 1992 1993 1994 1995 1996 1997

1000 t 127 r28 125 104 103 74 65 60 58

1000 t 69 74 73 77 80 71 62 56 54

1000t 60 54 50 24 25 13 6 6 6

1000t 0 I I I | 4 3 2 2

10001235992233
o/o 173.5 171.2 134.6 129.4 103.4 104.6 107.0 108.0

kg I capita 13.0 13.9 13.8 14,5 15.0 13.4 11.6 10.4 10.0

Source; SBSR + RIAFE 1996 + 1997 production calculated from slaughtered heads and average live weight

Cottleherd in | 000 oninob
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Breed quality is low and contributes to low pro-

ductivity in both beef and milk production. Pure

beef breeds are rare, although since transition spe-

cialised farms have emerged. Cattle imports for

breeding purposes can be imported at zero tariff
rates. Cattle herds are large scale, if compared to

the EU. The main problems of the sector are low

efficiency of the cattle breeding and high opera-

tional costs of production. Beef export were a

major outlet for the market surplus during the

retrenchment period of the beef herd. Exports

were facilitated as the domestic price was under

world market price. Since 1994, with the nearing

of production to consumption production, exports

faded to a low level. Since 1995 supply and

demand are balanced at a low level. In 1996 and

1997 both production and consumption continued

to decline mildly (table l6).

2.3.2.3 Milk sector

Milk production decreased sharply during the

period from 1989 to 1997 . As for beef the driving

forces were reduction in sectoral support, dwin-

dling consumption and increasing input costs.

Milk yields are very low due to the lack of spe-

cialised milk breeds. A key factor for the improve-

ment of yields is next to the introduction of special

milk breeds investments to ameliorate the quality

of foodstuff and feeding techniques. The spectrum

of efficiency has widened substantially over the

past years. Farms, whose efficiency exceeds 6 000

litres of milk per dairy cow, have grown in num-

ber, particularly in the western part of Slovak.

Support for improving breeds and restructuring of
herds lead to a sharp increase in yields in 1997.

Exports play a major role in balancing the milk

market in Slovakia. Imports embrace mainly

processed products with higher quality standards

(table l7).

Production of butter was cut back to domestic

demand level until 1997. A substantial oversupply

still exists for milk powder. As for both products

domestic prices are higher than world market level

exports have to be refunded. Cheese production

recovered in 1997 to its pre-transition level. Price

and quality competitiveness lead to increasing

exports in recent years (table 18).

1989 1990 1991 1992 1993 1994 1995

I all cattle I dairy cows

t9971996
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Table 17: Milk supply balanc:e 

1989 1990 1991 1992 1993 1994 1995 1996 1997 
dairy cows (lOOOcows) 559 549 501 434 386 364 350 339 310 
yield kg/cow 3569 3497 3046 3066 3146 3173 3290 3316 3604 
production lOOOt 2055 1978 1572 1371 1251 1190 1186 1159 1150 
deliveries * 1000t 1046 1013 994 930 940 
delivery rate % 83.6 85.2 83.8 80.3 81.8 
total domestic use 1000 t 1158 1071 1068 1050 1036 
exports of liquid milk 1000 t 10 11 l1 11 11 
imports of liquid milk 1000 t 4 2 2 7 2 
exports of milk equivalent 1000 t 232 198 181 182 185 
imports of milk equivalent 1000 t 138 80 64 74 72 
net exports 1000 t 93 118 117 109 113 
self suffiency % 108.1 111.0 111.0 110.4 110.9 
Source: SBSR + VUEPP. The supply balance is expressed in milk equivalent of 3.6% fat content. 

*State Marketing Reg, Fund + VUEPP + own calculations. **Slovak Statistical Office. 

Table 18: Dairy product supply balance 

Butter 1989 1990 1991 1992 1993 1994 1995 1996 1997 
production IOOOt 37 39 30 21 15 16 16 '16 15 
domestic use lOOOt 35 22 18 18 19 17 16 14 
exports 1000 t 4 9 3 2 0 1 1 1 
imports 1000 t 0 0 0 5 2 2 0 
ending stocks 1000 t 2 1 0 0 0 0 0 
self suffiency % 112 135 115 82 87 92 99 104 
consumption kg I capita 6.6 4.2 3.4 3.4 3.5 3.2 2.9 2.7 
Skimmed milk powder 1989 1990 1991 1992 1993 1994 1995 1996 1997 
production 1000t 38 54 46 31 19 15 15 14 14 
domestic use 1000 t 42 25 12 13 10 10 9 10 
exports 1000 t 13 20 20 14 10 9 8 8 
imports 1000 t 0 0 0 7 5 4 3 4 
ending stocks 1000 t 2 0 1 0 0 0 
self suffiency % 128 181 269 152 151 154 147 147 
consumption kg/ capita 8.0 4.8 2.2 2.4 1.9 1.9 1.7 1.8 
Cheese 1989 1990 1991 1992 1993 1994 1995 1996 1997 
production 1000 t 48 45 30 31 32 35 36 39 41 
domestic use lOOOt 42 25 25 28 27 29 32 34 
exports 1000 t 3 4 6 8 9 10 11 11 
imports 1000 t 0 0 0 4 2 2 3 4 
ending stocks 1000 t 0 0 0 0 0 0 
self suffiency % 107 118 122 115 129 122 124 122 
consumption kg I capita 8.0 4.8 4.8 5.2 5.0 5.5 5.9 6.2 
Source: SBSR + RIAFE 

2.3.2.4 Pork sector consumption declined in parallel with production, 

so that the market stayed balanced. Production 

Pork production also decreased with the start of structures are rather poor and costs surprisingly 

transition but the plunge was by far not as deep as high, if the relatively low foodstuff prices are con-

for beef. The pigmeat market remained stable as sidered. Pig meat is the most favourite meat in 
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1989 1990 t99l l99Z 1993 1994 1995 1996 1997

37 39 30 2t 15 16 16 16 15

35 22 18 18 19 17 16 14
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t21100000
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6.6 4.2 3.4 3.4 3.5 3,2 2.9 2.7

Toble | 9: Pigmert supply bolonce

production 1000 t
domestic use 1000 t
exports 1000 t
imports 1000 t
ending stocks 1000 t
self suffiency o/o

consumption kg / capita

Source: SBSR+RLAFE
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Slovakia. The Slovakian pigmeat market is virtual-

ly not exposed to trade influence. Veterinary prob-

lems, mainly caused by the classical swine fever,

are frequently a blow to producers. Domestic

prices were with the exception of 1996 and 1997

around world market price, which made exports

without refund difficult and imports not very prof-

itable, even in the range of preferential quota. An

other obstacle for trade to the EU is the frequent

appearance of classical swine fever and preventive

vaccination against the disease, which is used in

Slovakia. The neglecting trade influence is one of
the reasons for the slow pace of restructuring of
the sector (table l9).

2.3.2.5 Poultry sector

Poultry production takes place either on household

plots for private consumption (about one quarter

of production) or in big flocks on specialised cor-

porate poultry farms. Since 1993 flock and pro-

duction are increasing supported by a shift in con-

sumers preference towards poultry meat. Trade

does not affect this market very much. As in the

pig sector profitability still suffers by low effi-

ciency. Equipment and skills in on-farm-produc-

tion of compound feed needs improvement. How-

ever, efficiency has already improved. The 1997

production, which was almost at the 1989level,

was achieved with a flock size of onlv 89% of the

size it had in 1989 (table 20).

1989 l t99t 1992 |
E all pigs f, fattening

Toble 20: Poultry bolonce

production 1000 t
domestic use 1000 t
exports 1000 t
imports 1000 t
ending stocks 1000 t
self suffiency %

consumption kg / capita

Source: SBSR + RIAFE

1989

84

76

0

0

8

I10.6

14.3

1990 1991

87 74

87 68

07
05
912

100.7 108.7

16.3 12.9

1992 1993 1994 l99s 1996 t997

64 58 64 74 80 80

70 61 65 76 81 84

543321
445s43
635543

92.2 95.3 99.6 97.4 97.8 95.2

13.1 11.5 t2.r 14.1 l5.l 15.6
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2.3,2.6 Meat consumption

Total meat consumption is still substantially under

the pre-transition level. 1989 total consumption

amounted to 74.1 kg/capita annually. Meat con-

sumption was lowest in 1994 with 62.5 kg/capita.

In 1997 it had recovered again to 64.0 kg. Poultry

overtook beef in consumers' preference in 1995

(graph 5).

2.4 Producer prices

Supported by stabilisation of domestic demand,

increasing market support and partly reflecting world

market influences, producer prices have increased

for most commodities since 1994. The upward trend

for crop products is substantially stronger than for

livestock products, for which recent price increase

remained under the general inflation for most com-

modities. Converted to ECU the increase of produc-

er prices appears to be overvalued due to the appre-

ciation of the Slovak Koruna since 1994 and thus has

to be interpreted with caution (table 2l).

Groph 5: Per topito meol tonsumplion

1989 1990 1991 1992

4-pigmeat 44.4 42.8 41.9 4l.l

- I - poultry 14.3 16.3 12.9 13.1

*beef 13.0 13.9 13.8 14.5

Source: Supply balances on meat

1993 1994 1995 t996 1991

39.8 37.0 4l.r 38.7 38.4

I1.5 tz.t 14.1 15.1 15.6

15.0 13.4 11.6 10.4 10.0
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Slovak pigmeat prices appear to be next to (in
1996 and 1997 extraordinary high) EU prices. For

chicken and beef large gaps still shine up. Milk
products reflect the high market support. Cereals

and oilseeds are with 77% to 9l% the closest to

the EU level whereas sugarbeet is only half of the

EU-price. Tomatoes, as vegetables in general, are

Ioble 2l: Producer prices SK-[U lor seletted onimol products

1994

1636

31 l8
52.5
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Beef
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%
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%
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ECU/t
o/o

1995

1818

2929

62.r

1201

1349

89.5

604

I 170

51.7

173

296

58.5

1356

2190

61.9

2338

3705

63.1

1996

1756

2608

67.3

ll99
l6l9
74.1

694

1328

52.3

r7l
299

57.3

1380

2090

66.0

2326

3616

64.3

t997

1843

2662

69.2

1323

t672

79.1

75r
1290

58.2

191

291

64.2

1635

2r30

76.8

2524

3626

69.6

Source: VUEPP/RIAFE, DCVI calculations
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Ioble 22: Produter prites SK-IU for

1994

SK ECU/I 91

EU ECU/I 144

SK/EU OA 63.5

SK ECU/I 95

EU ECU/I 149

SK/EU OA 63.6

SK ECUA 84

EU ECU/I ' 138

STVEU % 60.5

SK ECU/t I58

EU ECU/I 215

SK/EU o/o 73.3

SK ECU/I 18

EU ECU/I 47

SK/EU % 39.3

SK ECU/t 490

EU ECU/t 391

SIVEU % 125.4

SK ECU/I 233

EU ECUA 371

SK/EU 0h 62.9

selected oroble produtls

199s tss6 rg97

83 96 lll
138 138 126

60.3 69.7 88.7

95 113 103

157 155 r34
60.6 72.s 77,0

78 94 108

133 r29 I 19

58.8 73.4 9r.2

171 t7t 178
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90.3 82.6 87.1
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46.7 47 .4 50.1

510 519 377

380 433 401

t34.r 119.9 94.0

278 267 245
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73.7 62.8 62.7
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Feed-Barley

Rapeseed

Sugarbeet

Tomatoes

Apples

Wheat

Source: VUEPPruAFE, DGVI calculations
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rather expensive due to the

on thbt market (table 22).

high share of imports

2.5 Agriculturol trode

Slovakia is traditionally anet importer of agricultur-

al products. Agro-food imports have about twice the

value of Slovak exports. Both imports and exports of
agro-food commodities increased since 1994. The

value of imports mounted from 20 bio SKK in 1994

to 28 bio SKK in 1997 andthe exports went up from

12.7 bio SKK to 14.8 bio SKK. Whereas the overall

value of agro-food trade is rising, its relative share

on all trade of the economy is on decline, which is in

line with the decline in relative importance of agri-

culture in economy. The gap between imports and

exports widened from 7 bio SKK in 1994 to 13.2 bio

SKK in 1997. The relatively stable 5% share of
agro-food exports on the overall trade is compared

with the 4.4% contribution of agriculture to GDP

relatively high (graph 6 & 7).

Due to the customs union the most important trade

partner both for imports and exports remained the

Czech Republic. The Czech share in imports fluctu-

ated between 38% to 33% over the past three years,

with a slightly declining trend. However the absolute

value of trade is increasing, standing at9.2 bio SKK

in 1997. Only in 1996 and 1997 did the Slovak

imports from the EU exceeded the value of Czech

imports. Slovakia is in its trade relation to the Czech

Republic a net-importer and imports ranged

between 55% to 39% of all agro-food imports, also

with an declining trend. But the deficit in absolute

terms is increasing.

The second most irnportant trade partner is the

EU, which is, like the Czech Republic a net

exporter of agro-food products to Slovakia.

Imports from the EU countries increased constant-

ly from 1994 to 1997 and their share in total

imports amounred to 37{'/o in 1997 . Slovak exports

to the EU have stabilisecl at approximately 20% of
total Slovak exports over the past 4 years. In 1997
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the Slovak trade deficit amounted to 7 bio SKK.

The main commodities imported from the EU

were feed concentrates and components, fruits, but

also grains. Slovak exports to the EU comprised

milk products, eggs, honey, live animals, oil seeds,

feeds and vegetables.

Due to the intensive trade exchange with the Czech

Republic, the share in trade with other CEFTA coun-

tries remained small. However Slovakia's CEFTA

trade is growing constantly both on the export and

the import side. Within the CEFTA trade (excluding

the CR) Slovakia has a net exporter position. The

CEFTA share, excluding the Czech Republic, was

ll% of exports andTo/o of Slovakia's imports.

Agro-food trade is scattered amongst all commodity

groups. The lions share of agro-food imports

embraced commodities, which can not be produced

in Slovakia (non-competing to domestic primary

production). Imports of goods such as tropical

fruits, fish, spices, cocoa and gums summed to 11.9

bio SI(K or 43o/o of all imports in 1997. The second

predominant group comprised commodities, which

can compete with domestic primary production such

as dairy products, meat, cereals, sugar and bakery

products. They accounted for 37% in 1997. Luxury

materials such as coffee, alcoholic beverages, cocoa

and cigarettes, which had an import share of 20%

(graph 8).

The fastest growing group was the import of com-

modities, which can not be produced in Slovakia

(non-competing with domestic primary production).

After a rapid growth from 1994 to 1996 the import

pressure reduced despite the fact that during the first

half of 1997 no import surcharge had to be paid''.

The strong increase in non-competing products

reflects a backlog demand in such commodities.

Groph 8: lmports grouped by tompefilion lo donestic
p1im01y production ond imports of luxury
commodities (in lUlio Sl(l(l
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Competing products are products, which can be also domestically produced in Slovakia (crops, live-

stock products). Non competing products are fish, tropical fruits, gums, spices etc..

Luxury commodities comprise coffee, tea, tobacco, spirits and alcoholic beverages.

Source: Border Shtistics, calculation DG VI

Slovak exports are based on live animals, dairy prod-

ucts, confectionery and bakery products and bever-

ages. Cereal exports are rather volatile. From 1994to

1995 cereals product exports tripled to 4.8 bio SI(K

and fell back to 1.6 bio SKK in 1996 and 1997.

2.6 Form structures

Before transition three main farm groups were

active. The predominant organisation type had been

the collective farms (managing 690/o of the utilised

agricultural area), followed by state farms (27% of

UAA). Small private farmers and household-plot

owners managed less than 4% of the UAA'.. Two

processes have shaped the present farm sffucture.

The first process was the privatisation of collective

'' From 1994 to end of 1996 imports were weighted with an exha import charge, which was set to zero for the first halfon 1997 and reintroduced in July 1997.

This unspecific protecting measure had only limited effect to slow down agro-food imports and gave limited benefit to domestic producers, as the bulk of

agro-food imports did not compete with domestic primary production. See also the chapter on trade policy in this report.

'o Land use statistics include benveen 300 to 400 thousand ha "other land". "Other" land can be occupied by various public institutions like agricultural schools,

research institutes, demonshation farms, municipal ventures, but also by forestry and military areas. During recent years also the share ofland held by land

associations (an ancient form of land holding dating back to the period of abolishment of the serfdom) increase4 as a result of the post reform legislation,

which restored this type ofholdings. These associations are neither private farms, nor corporate farms and are also included into the category "other land".
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Tcble 23: Form structure 1996/9lcompored lo l9E9/90

Number of farms

Average size (ha)

Total managed area (1000 ha)

Share in total agricultural area (%)

Average annual labor forces i farm

Source: WEPP
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farms and state farms and the second process was

the restructuring of co-operative farms towards cor-

porate farms. These are large farms with the legal

entity of for instance limited liability companies and

joint stock companies. They were very rarely adopt-

ed in the process of transforming the collective

farms, but recently their number is increasing as a

result of the split of co-operatives'' (table 23)

As a result of privatisation collective farms and nearly

all state farms disappeared and co-operative and large

private farms emerged, most organised as corporate

farms. As a result of restructuring, following privatisa-

tion, co-operatives split up to corporate farms. Indi-

vidual private and household-plot farming remained a

rather marginal activity occupying just 7% of total

agricultural land'6. However, dominated by the big co-

operative and corporate entities Slovak farm size

struchnes, which formed out as the result of transition,

are amongst the largest in Europe (graph 9).

The re-assignment of property rights has been a dif-

ficult task as the land register had to be updated and

re-adapted to the emerging ownership structure.

Administrative problems contributed to the problem,

as about 78 institutions were involved in the task of
re-privatisation.

During the privatisation process, which started rel-

atively soon after the beginning of transition and is

already completed, 98 per cent of collective farms

opted for transformation into a co-operative farm.

The co-operative farms. emerged as the dominant

type of farm and managed about 60 per cent of
agricultural land in 1996. In 1996 some 977 co-

operatives were active. They had an average size of
1509 ha in 1996. Driven by the economic problems

of the co-operative it can be expected that the

restructuring process in this farm type will go on.

Beneath the debt problem the little interest, which

shareholder take on the economic performance of
"their" co-operative, contributes to the economic

under-performance of co-operatives' 7.

lcnd ownership

Co-operative farms are mostly high indebted by old debts stemming from the beginning of the transition period. When the former collective farms were trans-

formed to co-operative farms they had to take over debts from operating and investment credits provided by commercial banks before 1992. This "old basket"

debts account for 4.8 bio SKK. In order to avoid debt service the co-operative hands over the land and production assets without the debt obligations to new

founded smaller colporate companies. One of the small corporate farms take over the debts and may be sooner or later declared bankupt, which offers the

debrfree farms the opportunity to buy the assets ofthe bankrupt at low price. The old debts are one ofthe most aggravated structural problems ofthe larm

sector.

The data on private farmers and household plots still suffers by some statistical problems. During the seventies, private farmers and smallholders were dis-

played in one category and monitoring ofprivate farm property is still difficult. The most reliable information is based on the 1995 Farm Census. But even

there the difficulty of demarcating subsistence farms from commercial farms persisted.

Although the property related (instead of"one man one vote") share on voting rights is in principle an advantage, the highly split owner-structure leads to lit-
tle interest in participation.
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Table 24: Share of farm types on arable production The increase in the pace of state farm privatisation'8 

in the second half of 1996 speeded up the augmen­
tation in the number of corporate farms. In 1997, 
there were 405 corporate farms registered with an 
average size of 1191 hectares. They managed about 
20% of the total UAA. 

Co-operatives and SmaU farms 
State farms corporate farms + household plots 

Quite surprisingly was an increase in number of state 
farms during the transition period. In the seventies 
and eighties quite significant pieces of land had been 
operated by state owned companies specialised in 
seed and animal breeding and other services, which 
had not been labelled as "state farms". During the 
later development, especially at the beginning of the 
reform years, those companies often split and their 
land became "state farm" operated land before the 
beginning of privatisation. 

Although the share of small farms and household 
plots on landuse appears to be rather negligible 
their contribution to agricultural output is high. 
More than 60% of potato production took place on 
this farm type. They are the main pillars of fruit and 
vegetable production (table 24). 

But also the share of small entities in livestock and 

Potatoes 
1995 % 9.5 27.9 
1996 % 7.9 30.4 
Vegetables 
1995 % 7.2 13.9 
1996 % 7.7 10.7 
Fruits 
1995 % 7.6 12.0 
1996 % 5.9 13.7 
Source: Calcu,lations DG VI 

The following problems hamper the development 
of the farm structures and have an impact, which 
transcends negatively to the whole sector: . 

• The accumulated debt problem of the co-opera­
tive farms. 

• The unsettled problem of potential ownership 
rights on agricultural land, which is a major 
obstacle for the development of both a land mar­
ket and the availability of agricultural land for 
long-term leasing. 

meat production is above their proportion of Ian- • Poor participation of co-operative shareholders 
duse. About 20% of beef production and one third of in management decisions. 
pig production rely on small farms and plots 
(table 25). 

Table 25: Share of farm types on livestock and meat production 

Co-operatives and 
State farms corporate farms Household plots SmaUfarms 

Share on animal herd 
Total cattle % 15.8 64.5 12.9 6.8 
Pigs % 12.0 57.4 20.6 10.0 
Sheep lamb and goat % 8.8 35.3 52.3 3.5 
Share on meat production 
Total meat % '9.3 44.2 35.2 25.2 
Source: Calculations DG VI 

" The privatisation of state farms accelerated dramatically in the second half of 1996, as a result of all farm assets being privatised by direct sales organised by 
the National Property Fund. At the end of 1996 almost 75 per cent of state farm assets had been privatised, and the remainder were with few exceptions priva­
tised in 1997. 
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2.7 Up- and downstream sectors 

The privatisation of the food industry is almost com­
pleted (98 per cent of assets privatised by the end of 
1997). The current legislation allows up to 100% 
foreign ownership of Slovak companies and up to 
100% repatriation in hard currency of all post-tax 
profits. There are tax exemptions and duty-free 
allowances for imports of investment goods needed 
for further production. 

Food legislation has been revised. A food-code based 
on the WTO codex alimentarius, which for Slovakia 
describes the legal framework of food security and 
consumer protection, has been set up. The legal 
implementation of a food act is in preparation. 

The overall level of foreign direct investment (FDI) 
remains comparatively low, partly due to the delib­
erate preference for domestic capital in privatisa­
tion, and a lack of transparency in the general rules 
for investments, although foreign investors are not 
totally discriminated against. However, food indus­
try is the sector attracting most FDI in the manufac­
turing sector. In 1997 about 11% of all FDI went to 
the food industry. Non-alcoholic beverages industry, 
tobacco manufacturing and sugar industry were the 
predominant sectors of FDI. Germany, Austria, UK 
and France accounted for three-quarter of the inflow. 

Food industry is Slovakia's second largest industri­
al sector with just over 15.0% of total industrial 
output. The sector has about 50,000 employees rep­
resenting less than 10% of all industrial employ­
ment. Many companies classified in the statistics 
as food and drink producers carry out other busi­
ness activities alongside their food and drink pro­
duction19. The volume of agro-food exports is also 
increasing to the EU. This suggests an improve­
ment in the competitiveness of Slovak products on 
the European markets. 

Capacities in the first processing stage of products 
such as meat, fruit and vegetables, starch and sugar­
beet exceed actual production. Dairy capacity is 
only used by two thirds. The utilisation of capacity 
is better in higher processing stages (canning, indus­
trial bakeries). In the manufacturing of biscuits and 
chocolate confectionery capacities are almost fully 
used while utilisation stands at 70% for sugar con­
fectionery and for beer. As it is not likely that 
demand in medium-term will reach the pre-transi­
tion level for many commodities, overcapacity will 
remain a structural problem. The under-utilisation 
has a negative impact on profitability as the fixed 
costs distribute to less output. It also has a negative 
impact on the level of investments, as it is rather 
risky to place new capacities on an market with 
overcapacities. 

In particular the sugar industry has large over­
capacities since the pre-transition period. The Slo­
vak sugar market, as in the EU, is highly interven­
tionist via border protection. Despite additional 
market support and investment aids the sector is 
badly indebted. On top of that sugar refineries 
mainly work with outdated assets. Investment 
efforts and productivity are rather uneven amongst 
the refineries. The scale of Slovak refineries 
(2,560 t/day) is small if compared to the EU 
(7,000- 12,000 t/day). The rapidly expanding 
oilseed-sector is based on a monopoly company, 
which holds an annually crushing capacity of 
140,000 t of rapeseed and 70,000 t of sunflower 
seed. The monopolistic structure is somewhat 
mitigated as farmers can export their raw material. 

A modem retailing system is still missing in Slo­
vakia. In most areas of Slovakia small shops dom­
inate the market. FDI from the EU to build up a 
retailing system is limited. In comparison to the 
neighbouring CEECs still very few of the big 
retailing chains from EU countries are represented 

" Companies registered under the food and drink sector are those where food production and sale of own food products make up more than 50% of their total 
business activity. A total number of 1289 companies were registered in the food and drink sector in April1998, of which 1249 were private and 40 were in 
public ownership (NBS-bulletin 4/98). 
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Taltle 26: Output of food industry 

1990 
Meat products OOOt 269.8 
Refmed sugar OOOt 165.7 
Miilk for food Mio litres 513.0 
Cheeses OOOt 35.3 
Butter OOOt 31.0 
Wheat flour OOOt 470.0 
Bread and bakery products OOOt 448.2 
Pasta 000 t 19.7 
Poultry. slaughtered OOOt 73.6 
Eggs, assorted mil. pes 733.7 
Malt OOOt 217.0 
Beer mil.litres 398.8 
Edible veget. fats and oils OOOt 55.5 
Fruit products OOOt 24.3 
Vegetable products OOOt 58.4 
Source: MA SR estimates by RlAFE 

and only two of them are amongst the top 50 of the 
Slovakian retailers (table 26). 

The following problems act as significant barriers 
blocking the development of the up- and down­
stream sectors in Slovakia: 

• Monopolistic or oligopolistic structures are per­
sistent in the agro-food chain (examples: 
monopoly state oilseed crushing company) and 
protected by close links to the state sector. 

• Current legislation does not always provide clear 
and concise legal norms. Numerous amend­
ments have created an environment, which is far 
from transparent. Most criticism is connected 
with the Trade Licensing Act, Insurance Act, 
Trade Association Act and VAT legislation . . 

• In the field of administration procedures are 
lengthy and complicated. Bearing in mind that 
the number of entrepreneurs and businessmen 
has rapidly increased, judicial and other admin­
istrative bodies have not yet adjusted to that. 

1994 1995 1996 1997 (e) 
110.8 97.6 106.5 106.5 
121.5 156.7 226.3 225.0 
270.9 266.3 266.8 265.0 

34.7 35.4 39.5 39.0 
15.8 15.5 14.1 14.0 

388.0 403.0 453.0 460.0 
182.0 159.2 147.3 150.0 
20.9 22.0 22.1 23.0 
43.1 52.2 61.5 59.0 

140.0 54.3 50.1 74.0 
125.0 210.7 168.9 200.0 
452.0 437.5 448.4 460.0 
57.5 63.0 74.1 75.0 
10.8 7.5 5.5 32.0 
30.1 28.6 28.4 40.0 

• Although having improved in the last years20
, the 

discipline of paying inter-business bill is lagging 
behind. The cash-flow problem can provoke seri­
ous risks in liquidity of the enterprises. Juridical 
support to companies to collect money from 
debtors is still too weak. The threat of being sued 
is not sufficiently binding to ensure the func­
tioning of a normal inter-firm payment. 

• For many sectors the marketing structure is too 
weak. In many sectors marketing of products is 
suffering by the absence of wholesale market 
infrastructures. 

20 In 1998 a law has been introduced, which forces buyers of primary goods to pay the bill within 14 days. However, that will not help the downstream sector 
very much, as processed goods are not covered by the law. 
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2.8 Forestry 

About 41% of the land surface of Slovakia is cov­
ered by forests and forestry is an important element 
in diversification of economic activity in rural areas. 
During the socialist era most forest were state 
owned. Re-privatisation during the transition period 
cut back the share of state owned forest to 43% 
(table 27). 

Table 27: Privatisation of state forest land 

Area (1000 ha) 
State forest, exempted from privatization 
Forest returned to owners 

~58.4 

782.6 
157.3 
189.6 

Share 
43% 
39% 
8% 

10% 
100% 

Reclaim in progress 
Not claimed on time or unknown 
Total forest area 1 987.9 
Source: MA SR (end of 1996) 

About 10% of the forests belong to municipalities 
and the share of private forests totals to 30% 
(table 28). 

Prices of forest products and forest land were liber­
alised in Slovakia in 1992. Raw timber is the key 
product of forestry and the basic raw material for a 
broad variety of wood-based industries such as saw­
ing mills for construction timber, furniture industry, 
paper mills and chemical factories. 

However, many of the wood industry enterprises are 
not competitive and the economic account of the 
sector is negative. Restructuring of this sector is 

Table 28: Structure of forest ownership 

Number of 
owners 

Private (individual) 33 762 
Shared ownership 2 774 
Municipal 270 
Church 506 
Other (unknown, in privatisation) 349 
State 
Total 
Source: MA SR (end of1996) 
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essential. Due to a lack of financial resources invest­
ments in the field of forestry were below required 
limits. Many domestic Slovakian wood processors 
as saw mills and wood based industries face severe 
problems in liquidity. Delays in payments of 
accounts or bad debts are widespread and make 
deliveries of timber to domestic processors less 
attractive than to export them. 

On top of that prices for raw timber and processed 
timbers are considerably higher in the neighbouring 
EU countries than in Slovakia. For both forest own­
ers and traders this makes exports to the high-price 
countries more profitable than to sell them on the 
domestic market. Main importers of Slovakian tim­
ber are Austria and Germany (table 29). 

Slovakia is a net exporter for timber and timber 
products. Exports are reaching roughly four times 
the level of imports. Imports consist mainly of prod­
ucts, which can not be manufactured domestically. 
This leads to a structural under-supply of domestic 
medium- and high-quality of softwood and hard­
wood timber. At the same time the market is faced 
with a large surplus oflow-quality timber. The entire 
production of the domestic wood processing indus­
try is based on domestic timber as it would not be 
competitive using imported material. 

To tackle the domestic supply problem Slovakia 
implemented the following measures: 

Area Share Area per 
(ha) o;o owner (ha) 
103 5% 3 
433 22% 156 
186 9% 691 
57 3% 112 

18% 200 
858 43% 

1988 100% 



(4) 

Taltle 29: nmlter tracle ltalance 1996 

Import 

Raw timber 
of which softwood 

hardwood 
Source: MA SR 

Quantity 
1000 m3 

147 
2 

146 

Value 
MioSKK 

171 
3 

168 

• Control of timber declared for export by the 
Department of licenses and registration of the 
Slovak Ministry of Economic. 

• Introduction of volume ceilings for exports by 
category of timber quality. 

Export Balance 
Quantity Value Quantity Value 
1000 m3 Mio SKK 1000 m3 Mio SKK 

686 1 069 538 898 
412 678 410 675 
274 390 128 223 

Both of the measures were implemented to steer the 
process of restructuring of domestic wood industry 
in order to avoid a major breakdown of the sector 
and to mitigate the restructuring impacts to an 
appropriate level. 
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3. 
Agricultural and rural policies 

3.1 Overview 

Liberalisation of agricultural prices and trade, pri­
vatisation of land use, the establishment of new pri­
vate legal entities were already introduced at the 
beginning of the transition period. This basic orien­
tation of the agricultural sector towards an open 
market economy was maintained when the Slovak 
Republic was founded in 1993. To avoid a further 
major decline in production and shortcomings in 
domestic food supply some general objectives for 
the Slovak agricultural policy21 were fixed in a long­
term program: 
• to maintain the country's food security, i.e. to 

keep the domestic supply at 90% of current 
domestic demand for basic commodities, name­
ly that for cereals, meat and milk; 

Table 30: Policy measures on agriculture 

• to maintain a just level of income for farmers in 
relation to other sectors and to maintain an even 
regional development; 

• to preserve the ecological and landscaping func­
tions of agriculture; 

• to lend support to agricultural activity carried on 
in less favoured areas with a view to developing 
rural areas. 

In the period from 1993 to 1998 those rather gener­
al objectives translated into several support policy 
measures, which were not always fully consistent. 
Currently applicable policy measures may be subdi­
vided into the following basic segments (table 30): 

Two main sources of financial support to farmers can 
be identified. The first source is the contribution of 
state budget to the sector. Subsidies, market support, 

Border protection policy • Tariff-based protection of domestic market in line with the obligations vis-a-vis 
GATT, including preferential duties and concession quotas as a part of the European 
Agreement, CEFTA and other PTA obligations. 

Market support policy • Market regulation by intervention purchases of selected products (in particular of 
grains and meat) at minimum guaranteed prices. 

• Market regulation by granting export subsidies (mainly for dairy products, beef and 
sugar). 

Production support policy • Input subsidies to mitigate the impact of high prices of foodstuff, seedlings, agro-
chemicals and other material. 

• Milk quality premia. 
• Support for animal and plant breeding, irrigation. 

Structural policy for agriculture • Direct payments to farmers operating in less favoured areas. 
• Investment grants and soft loans. 
• Direct budgetary transfers to establish and run general agricultural services. 

Rural development policy • Establishment of an Agency for Rural Development. 
• Funding several programmes. . 
• Planning of a conception for a coherent program to promote rural development. 

Agri-environmental policy • Several legislative measures for water and soil protection and nature conservation. 
• Funding and tax concessions to support nature protective agricultural practices. 

Veterinary and phytosanitary policy • Adaptation of administration and legislation to the needs of the market partners and 
in view to EU legislation. 

• Application of hygienic and technical standards as well as of the HACCP principles 
on the involved food industry. 

'
1 Approved as "Agricultural Policy of the Slovak Republic" by the Slovak Parliament in June 1993 
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tax concession and financing of general services are 
the main items. Financial support in form of subsidies 
is mainly given as direct payment to maintain pro­
duction or for upgrading structural change. Market 
support only accounted for about 11% of budget 
expenditure for agriculture in 1997. The predominant 
expenditures are direct payments for less favoured 
areas, which account for about a half of subsidies and 
one third of total expenditure for agriculture. 

Guaranteed credits and soft loans act as the second 
major source of support for the agricultural sector. 
The overall support via normal business credits, 
special soft loans, credit subsidies, costs for credit 
guarantees is difficult to assess as several sources 
are providing with credit facilitation. It is also dif­
ficult to distinct between investment and opera­
tional credits. On top of that the delayed inter-busi­
ness payments and the huge amount of bad pay­
ments covered by state or public funds guarantees 
make it difficult to draw a realistic picture on the 
situation. As a very rough estimation at least about 
8 bio SKK have been disbursed in credit business 
to the agro-food sector in 1997. The State Support 
Fund for Agriculture and Food Industries (SSFAF) 
from 1994 to 1997 disbursed more than 3 bio SKK 
in form of loan and guarantees to agriculture and 
food industry. The National Bank of Slovakia allo-

cates "green bill credits" worth 1.5 bio SKK in 
1996 and "bio SKK in 1997. The 1993 founded 
Slovak Guarantee Bank, funded by the Ministry of 
Agriculture, issues guarantees for cheaper com­
mercial credits for farmers and plays an important 
role in the short-term financing of agriculture. 
Since 1998 farmers are eligible to "warehouse 
credits"22 to facilitate short-term credit access. 

Despite budget restrictions there was an obvious 
tendency to increase support above the level of infla­
tion. Budget expenditures went up by 8% in 1996 
and 21% in 1997. 1997 budget expenditure for agri­
culture was high in Slovakia ( 13 5 ECU I ha UAA) if 
compared to the Czech Republic (73 ECU I ha 
UAA) (table 31 ). 

The total budgetary outlay to support agriculture is 
about 1.8% of GDP. The overall support to agricul­
ture, measured as % PSP3

, was 19% in 1996 but 
went up to 25% in 1997However, budgetary restric­
tions set limits to increases and in 1997 the overall 
domestic support accounted for only 77% of AMS2

\ 

to which Slovakia has committed itself in GATT. 
The growth of subsidies is likely to be halted in 
1998, as the agricultural budget suffered a cut of 
about 4% (table 32). 

Table 31 : Expenditure from the state budget on agriculture· and the agri .. food sector 

MioSKK 1993 1994 1995 1996 1997 
Production support 1389 1619 2390 2287 2873 
Structural support for the agro-food sector 5105 4535 4629 4747 5508 
Environmental measures 63 14 8 20 48 
Others 166 148 340 
Total subsidies 6723 6316 7027 7054 8769 
Market Support 1109 653 652 656 1257 
Tax concessions (incl. Fuel tax concessions) 330 130 130 981 1193 
General services 1155 1459 1560 1382 1405 
Total 9317 8558 9369 10073 12624 
Source: MA SK, 00 VI calculations 

22 Based on the Warehouse Receipt Act, recently approved by the parliament. 
23 PSE = Producer Subsidy Equivalent, indicator of the value of monetary transfer to agricultural producers resulting from agricultural policy. The given figures 

were calculated by OECD ('Agricultural policies in non-OECD member countries', 1998). The support to agriculture was much higher during the socialist 
period, amounting for instance to 63% offarm receipts in 1986. The average support in OECD member countries was only 47% in 1986. 

24 AMS =Aggregated Measurement of Support is calculated as the sum of subsidies, non-product specific supports and support based on volume or value of 
production. 
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Ta&le 32: Domestic support reduction according to GATT commitment 

base: 1986--1988 1997 

TotalAMS 
bio SK 

12.7 
Source: MA SK, DG VI calculations 

bioSK 
11.4 

Ta&le 33: Bound tariffs for selected products 
in comparison to the EU 

Slovak Republic 
1997 1998 2000 

'Yo o/e % 
wheat, rye, barley 23.10 22.50 21.20 
sugar ( refmed ) 64.80 63.00 59.50 
skimmed milk powder 43.30 41.20 37.00 
cheese 9.50 9.30 8.50 
Source: DG VI 

Ta&le 34: Level of &order protection 
for agricultural products in 1997 

bioECU 
0.299 

EU 
2000 

% 
50.00-90.00 

168.00 
70.00 
87.00 

MFNduty% in qnota tariffs ( t) quota (t) note 
Live cattle 
Live pigs 
Beef meat 
Pigmeat 
Sheepmeat 
Live chicken 
Milk powder 
Butter 
Cheese 
Eggs 
Potatoes 
Wheat 
Rye 
Barley 
Oats 
Com 
Starch 
Rapeseed 
Sunflower seed 
Sunflower oil 
Rapeseed oil 
Raw cane sugar 
Beetsugar 

0-106.4 
0-31.2 

37.7-40.7 
42.2 

28.2-138.3 
9.0-11.1 

43.3-54.0 
7.6-75.3 
5.4-9.5 

3.1-18.5 
0-133.0 
5.2-27.8 

23.1 
23.1 
23.1 

2.0-18.5 
88.4 

12.3-66.4 
9.3-44.2 

26.3-26.5 
27.0-28.3 
64.8-74.0 

64.8 

30 2 984 (I) 
25 7 820 (2) 
30 2 984 (1) 
30 7 820 (2) 
20 128 

30 
32 

50 

55.6 
20 
10 
19 
20 

652 
811 

11 040 (3) 

820 
3 220 (4) 
2020 
1140 
1176 

(1) common tariffed duty and quota for live bovine animals and meat ofbovine animals 

(2) common tariffed duty and quota for live swine and meat of swine 

(3) tariffed duty and quota excluding "other potatoes" (CN 0701 90) 

(4) tariffed duty and quota only for "other rapeseed" (CN 1205 0090) 

Source: MA SK 
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2000 
bioSK 

10.1 
bioECU 

0.223 

3.2 Trade policy 

2000/base 
%reduction 

-20 

Foreign agricultural trade of the Slovak Republic is 
governed by following multilateral and bilateral 
agreements: 
• Final Act ofUR GATT (Slovakia is a member of 

WTO/GATT since 1993), 
• the agreement on establishment of the custom 

union between the Slovak Republic and Czech 
Republic (since 1.1.1993 ), 

• Europe Agreement (or "Association Agree­
ment") with the EU was signed 18.12.1991 as an 
interim agreement with the Czechoslovakia) and 
entered to force in 1.1.1993. The European 
Agreement with Slovak entered into force on 1 
January 1995, 

• Central European Free Trade Agreement (since 
March 1993), 

• further arrangements on adjustment of agricul­
tural trade within bilateral free trade agreements 
with specific countries. 

3.2.1 WTO Agreement 

The former Czechoslovakia acceded to the GATT in 
194 7. After Slovakia's foundation in 1993 it was one 
of six CEECs, which participated in the UR negoti­
ations and signed the final document of the Uruguay 
Round. Border measures as market access, domestic 
support, export subsidies, applied by the Slovak 
Republic, are based on the commitments of the 
Uruguay Round. 

Most Slovak tariffs are considerably lower than the 
EU-15 ad valorem equivalents with exception of 
poultry, potatoes and oilseeds, which enjoy a higher 
protection, and of pigmeat, which has a similar level 
of protection as the EU. However, the sectors enjoy-



Table 35: Minimum access commitments, selected products 

1997 1998 
quantity (t) tariff rate quantity (t) tariff rate quantity (t) 

(o/o) (o/o) 

Beef 2984 30 3 233 30 3 730 
Pigmeat 7 820 25~30 8472 25~30 9 775 
Poultry 2 896 24 3 137 24 3620 
Butter 811 32 879 32 1 014 
Potatoes 11040 50 11 960 50 13800 
Oilseeds * 5240 10-20 5 508 10-20 6045 
* Amount of rapeseed and sunflower seed together (rapeseed -tariff rate • 200Al, sunflower seed -tariff rate • l 00/o) 

Source: VUEPP, DG VI calculations 

2000 
tariff rate MFNrate EU rate 

(o/o) (o/o) (o/o) 

30 34 108 
25-30 28.6-38.5 38 

24 43 25 
32 68 136 
50 100 11.50 

10-20 40-60 0 

Table 36: Export commitments of Slovakia 

1997 2000 

ing rather high border protection are also the sectors 
in Slovakia, which at present suffer the greatest 
backlog in restructuring. The results of the WTO 
agreement also influenced Slovakia's arrangements 
of subsequent trade agreements as with the EU and 
CEFTA (table 33, 34 & 35). 

MioSKK 1000 t MioSKK 1 OOOt 

The main policy issues, which have adversely affect­
ed the smooth functioning of foreign trade relates to 
the re-introduction of an import surcharge by Slovak 
Republic in mid-1997. The rates till the end of 1997 
were- 7%, till the 31 March 1998 - 5% and till the 
September 1998- 3% of the good value. The import 
surcharge is planned to be abolished in the second 
half of 199825

• 

In the course of 1997, technical trade barriers start­
ed to be applied on a wider scale, which took the 
form of veterinary and phyto-quarantine measures 
and requirements on certification of imported 
goods. For example a ban on the imports of apples, 
pears and plums was announced, and certification 
procedures for determining phyto-pathological 
safety of potatoes and different types of foodstuffs 
and vegetable became more stringent. In June 1997, 
the Slovak Veterinary Administration announced a 
ban on the imports of pigs, pork meat and feed con­
centrates from the Czech Republic following the 
outbreak of classical swine fever (table 36). 

beef 233.7 32.2 
pork 41 5.4 
poultry. eggs. 146.8 12.5 
sheep meat 25.4 1.8 
milk powder 342.2 17 
other dairy products 310 8 
fruit. vegetables. 87.7 8 
seeds. hops 69.7 6.3 
vegetable oil fats 22.1 4.5 
sugar 65.6 4.5 
beer 33.6 75.2 
wine 49.2 9.8 
spirits beverages 80.3 57.3 
starch 63.9 13.4 
malt 305.1 119.9 
cereal. flour products 236.1 123.5 
Source: VUEPP, DG VI calculations 

3.2.2 Czech-Siovak Customs Union 

The Agreement on establishment of the Custom 
Union between the Slovak Republic and Czech 
Republic has entered into force on 1 January 1993 
after the split up of Czechoslovakia. According to 
the provisions of the agreement no tariff barriers are 
applied in mutual trade between the Czech Republic 
and the Slovak Republic. A common board, the 
Council of the Czech-Slovak Customs Union, with 
half-year rotation of presidentship between the Slo-

" Under the pressure of increasing trade deficit in the second half of 1996 and the first half of 1997, the Slovak Government adopted several protective mea­
sures of non-tariff nature which also affected agro-food trade. The re-introduced import surcharge (originally introduced in 1994 and abolished end of 1996) 
starting from July 1997 covers all agricultural and food products. 
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182.4 28.4 
32 4.7 

114.6 11 
19.8 1.6 

269.4 15 
241.9 7.1 
68.5 7.1 
54.4 5.5 
17.3 3.9 
51.2 3.9 
26.2 66.4 
38.4 8.7 
62.7 50.6 
49.9 ll.8 

238.1 105.9 
184.3 109 



vak and the Czech side, acts as steering institution to 
settle problems. 

The Czech Republic remained one of Slovakia's most 
important agro-food trade partner. Since 1993 one 
third of the total Slovak agro-food imports and 
exports were transacted within the customs union. 
The net position of Slovakia deteriorated during the 
last years. The main reason is the weaker competi­
tiveness of Slovak products in product presentation 
and marketing. Although in terms of quality and in 
price often at the same level as Czech products, prod­
uct design of Slovak products is lagging behind. In 
terms of trade this led to the double effect that Czech 
goods enjoy a high preference on the Slovak market, 
which speeds up Czech imports, and Slovak exports 
are less demanded in the Czech Republic, which on 
top of that is much stronger penetrated by foreign 
products. The absence of a wholesale market in Slo­
vakia is a further obstacle, as it hampers reliable sup­
ply for exports. 

Although the union in general works smoothly, the 
growing trade deficit of Slovakia causes increasing 
difficulties. The main issues of dispute were the pay­
ment clearing system (abolished in 1995), certifica­
tion procedures, the Slovak import surcharge and 
restrictions of imports by introducing import quotas 
for products deemed as "sensitive" by Slovakia. For 
cereals an agreement to limit exports was reached in 
1996 after Slovakia signalised the introduction of an 
export ban. 

Imports of Czech beer, non-alcohol beverages, spir­
its, margarine and cigarettes grew in 1995 and 1996 
and provoked subsequent political pressure by Slovak 
producers calling for the introduction of protective 
measures against the import of these commodities 
from the Czech Republic. This caused the Customs 
Union Board to agree in December of 1996 on the 
monitoring regime for trade in 8 sensitive items26

• In 
the course of 1997 import quotas were set on the 

imports of beer and non-alcohol drinks. Czech pro­
ducers of vegetable oils and cigarettes had voluntari­
ly undertaken to maintain imports of raw materials 
from Slovakia accordingly. 

In 1998 also other Czech products as jam, fruit 
juices, processed meat and vegetables and some 
milk products became subject of restriction objec­
tives of Slovakia. For beer and non-alcoholic bever­
ages Slovakia uses the provisions of Article 20 of the 
Slovak-Czech Agricultural Agreement, to imple­
ment safeguard measures on imports of these prod­
ucts since 1997. However, also the Czech side 
showed intentions to implement safeguard measures 
and called for including sugar, glucose and dextrines 
on the list of sensitive items recently. 

Beer import from the Czech republic remains the 
most contested issue in the trade union, although the 
share of Czech beer on total consumption was with 
11% in 1996 and 14% in 1997 rather low. 

3.2.3 CEFTA 

The Central European Free Trade Agreement was 
signed in December 1992 and replaced the "Viseg­
rad Agreement" of February 1991 between Poland, 
Hungary and former Czechoslovakia. It came into 
force in March 1993 between four countries (after 
the split of Czechoslovakia into the Czech and 
Slovak Republics). 

In November 1995 Slovenia became member with 
a transition period till the end of 1999 and Roma­
nia joined in July 1997 with a transition period till 
end 1998. Bulgaria has applied for membership 
and joined CEFTA in June 1998. Several other 
countries have also started negotiations to become 
CEFTA members such as Latvia, Lithuania, 
FYROM (Former Yugoslav Republic of Macedo-

" Beer, potatoes, margarine, yeast, cigarettes, ketchup, bakery products, mineral water. 
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nia) and Croatia. However, under CEFTA rules, 
only candidates that have an Association Agree­
ment with the EU and are members of the WTO are 
eligible for membership. 

CEFTA encompasses all merchandise trade. The 
objective of the Agreement is a gradual establish­
ment of a free trade area for industrial products, and 
a gradual reduction of certain, but not all, barriers to 
trade in agricultural products. For industrial prod­
ucts all barriers will be abolished by the end of 
2000. For agricultural and food products the initial 
agreement introduced a system of preferential quo­
tas. Preferences were given for selected commodi­
ties on a bilateral basis, for which parties had to 
decrease tariffs by 10% annually, until ~ 50% pref­
erence was reached. It was later decided to introduce 
the 50% tariff reduction at once and in some cases 
an even higher reduction (of 70% ). 

In December 1995 agreement was reached on fur­
ther gradual liberalisation of agro-food trade until, 
after further negotiations, eventually fullliberalisa­
tion would be reached. However, the original dead­
line of 1998 was postponed and finally at the 
CEFTA summit meeting in Warsaw in December 
1997 changes were agreed to the grouping of prod­
ucts in different categories with different degrees of 
liberalisation (sugar and certain dairy products 
remained outside of the listing): 
• A listing: duty free and quota free commodities 

as from 1.1.1996 (breeding animals, horses, rab­
bits, durum wheat and oilseeds ); 

• B listing: common preferential tariffs (poultry 
meat 28%, wheat 15%, barley 18%, flour 15%, 
pastry 20%, some fruit and vegetables 5 to 10% ); 

• C and D listings with bilateral preferences on 
more sensitive commodities between CEFTA 
members; C and D-listings embrace mainly 
goods, which are not covered under A or B, 
some are limited by quotas. 

Separate A1 and B1listings were agreed at the War­
saw meeting as a special arrangement for Slovenia's 
gradual adjustment to CEFTA rules. Currently about 
15% of value of all agro-food products traded among 
CEFTA members have a zero customs duty and 
about half of the trade fall under C and D-listings. 

3.2.4 Europe Agreement 

The Europe Agreement with the Slovak Republic was 
ratified in 199527

• In the field of agriculture the Europe 
Agreements with the associated countries grant trade 
concessions, mainly in the form of tariff quotas at a 
preferential rate. The agreements have been modified 
to take into account the Uruguay Round Agreement of 
1994 and the EU enlargement of 1995. 

For the adjustment to the GATT agreement the in­
quota preferential rates were set to 20% of the MFN 
tariff rate (instead of 40% of the import levy at the 
end of the first five year period before). For the sec­
ond five-year period the EU decided to decrease the 
tariff rate quotas by 25% (compared to 50% in the 
first period). 

Before the end of June 1995 the EU applied 60% 
reduction of the variable levy. Since July 1997 the 
EU grants 80% reduction of duties on import of 
commodities within the related concessions. For the 
EU enlargement to Austria, Finland and Sweden, the 
former preferences enjoyed by the CEECs in their 
trade with the EFTA-3 were included. 

Reduced EU trade barriers did not lead to increased 
Slovak exports immediately. As most other associated 
CEECs the Slovak Republic had some problems in 
use of preferential quotas. Administrative problems 
on the Slovak side and an intransparent administration 
of the quota management by the European Commis­
sion services restrained preferential trade. Other rea­
sons for the sub-utilisation on the Slovak side were 

27 It was preceded by an Interim Agreement negotiated wit the EU by the former Czechoslovakia on trade covering the period 1992-1995. 
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insufficient exporting capacity and the non-competi­
tive cost structure of Slovak production (e.g. of pork 
and poultry meat). Also missing are distribution chan­
nels through which Slovak exports could penetrate 
EU markets. Sales support and debt financing of 
export operations were missing. Export restrictions 
Slovakia applies for certain commodities28 to stabilise 
the domestic market also prevented a take off. 

Fully or to a large extent used have been the quotas 
for dairy products and some of the import quotas 
managed by DG XXI (e.g. yoghurts, margarine, 
apple juice and honey). But certain commodities are 
still lagging behind or could not record utilisation at 
all. Underused have been the quotas for hops, meats 
and live animals (beef, sheep, goose meats) and for 
eggs. Before 1997 the quotas on pigmeat and poul­
try remained unused. The quotas for cereals except 
wheat flour were fully utilised in 1994/95, but only 
to a very limited extent in 1995/96 and 1996/97. 

The general measures restrictive on imports, intro­
duced in 1997 in the trade relations with all trading 
partners, also affected the trade with the EU. In addi­
tion in 1996 and 1997, also certain veterinary and 
phytosanitary measures were taken by Slovakia 
affecting EU imports (i.e. in relation to vegetable 
imports from the EU and to the swine fever epidem­
ic in the Netherlands). In 1997 the Slovak Republic 
applied the special safeguard measure on import of 
ice cream (increased duty rate) and phytosanitary 
measure on potatoes (ban of imports) according to 
GATT. Similar measures have been applied by the 
EU on potato imports from Slovakia. 

3.2.5 Other Free Trade Agreements 

The Slovak Republic concluded also an agreement 
with the European Free Trade Association (EFTA), 
validating from 1992, which is characterised by 
asymmetrical conditions. Furthers Slovakia entered 

into several bilateral free trade agreements as with 
Bulgaria, Latvia, Estonia, Israel, Turkey and Lithua­
nia. These agreements also contain the provisions on 
liberalisation of mutual trade in agricultural prod­
ucts. New agreements are under consideration 
(Morocco). 

3.3 Market support 

Prices for agricultural products (except for milk) are 
fully liberalised since the beginning of the 90es. 
However, market support policy targets to govern 
price determinants of supply and demand by steer­
ing supply. Price support policies tools comprise 
intervention buying by the State Fund of Market 
(SFMR), export refunds, import and export licenses. 
The SFMR buys fixed volumes at fixed prices, 
declared by the Ministry of Finance, on the basis of 
public tenders. Export subsidies are granted by the 
SFMR on the basis of contracts concluded with 
exporters. Export licenses are issued by the Ministry 
of Economy and give the power to steer exports, 
which might cut back supply under the level of 
domestic demand. 

The SFMR, established by law in 1993, has an own 
executive body, which works under the supervision 
of the Ministry of Agriculture. A Council with 14 
members acts as advisory body to the agricultural 
minister, who appoints the members. The SFMR 
administers funds allocated from the state budget to 
finance its operations. In addition, the SFMR dis­
poses of several other revenues as the revenues from 
sale of intervention stocks, receipts from import 
levies (cut in 1995) and contribution from market 
participants. 

In general, market price support was of lower sig­
nificance (if compared with direct payments) in Slo­
vakia since market prices were in general below or 
at the world market level. 1994 and 1995 interven-

" For exports certificates issued by the Slovak Miistry of Economy a preliminary approval of the Slovak Ministry of Agriculture (MA SR) has to be obtained. 
This measure was introduced in 1997 after export licenses issued in parallel by the MA SR and the Ministry of Economy led to a fiasco on the cereals market 
in 1995. 
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tion buying and export subsidies had only limited Table 37: SFMR subsidised exports (1 000 T) 
impact on domestic price levels. Moderate domestic and export subsidies (Mio SKK) 
demand and non-refunded exports determined mar- 1993 1994 1995 1996 1997 
ket balances and prices. Nevertheless, for some live- Malt 

stock commodities such as milk, beef, pigmeat and subsidied export (1000 t) 25.1 94.3 30.5 

poultry, which also enjoy also high border protection export subsidies (Mio SKK) 16.6 48.9 26.0 
Starch 

market support had a considerable impact. Stronger subsidied export ( 1000 t) 0.7 1.4 
market support in 1996 and 1997 reinforced the export subsidies (Mio SKK) 1.9 4.0 
influence of SFMR on the markets and extended it Sugar 

to products in the arable sector. subsidied export (1000 t) 9.5 0.2 4.5 
expo11 subsidies (Mio SKK ) 6.2 2.6 15.5 

The total value of intervention was stable in 1993 
Cattle for slaughter 

subsidied export (1000 t) 24.0 1.7 1.5 
and 1994 (1.3 and 1.4 bio SKK respectively) and fell export subsidies (Mio SKK) 150.0 7.7 13.3 

to around 1 bio SKK in 1995. State purchases were Pigs fot slaughter 

mostly of crop products, especially in 1993 and subsidied export ( 1000 t ) 1.4 

1994 (grains and also potatoes in 1993) and only of 
export subsidies (Mio SKK) 7.2 

Poultry 
a very limited quantity of livestock products (less subsidied export (1000 t) 1.4 0.1 
than 5 per cent of the total value of intervention buy- export subsidies (Mio SKK ) 18.5 2.8 

ing). Since 1995, however, the share of livestock WMP+SMP 

products in intervention purchases increased with subsidied export (1000 t) 7.5 7.1 7.1 6.3 8.0 
export subsidies (Mio SKK) 45.3 63.0 23.3 12.7 110.0 

the general expansion of intervention activities. The Butter 
main products concerned were dairy products and subsidied export ( 1000 t ) 1.9 0.4 

beef. The State Fund of Market Intervention con- export subsidies (Mio SKK ) 49.0 9.3 

ducted intervention buying worth 3.8 bio SKK in Cheese 

1996 and 3.5 bio SKK in 1997. The total turnover of 
subsidied export ( 1000 t ) 6.9 5.1 7.3 8.0 7.9 

export subsidies (Mio SKK ) 135.8 154.3 165.0 181.0 198.6 
market intervention (excluding export subsidies and Canned meat 
storage aids) was 6.1 bio SKK in 1997. In terms of subsidied export ( 1000 t ) 0.8 0.20 1.10 1.10 

value about 7% of the total agricultural output were export subsidies (Mio SKK ) 15.30 4.9 49.0 58.0 

purchased to intervention in 1997 (EU: 13%). Total 
total export subsidies (Mio SKK) 414 266 242 252 421 

Between 1993 and 1997 the volumes of intervention 
Source: SFMR 

buying and of export subsidies tripled (table 37). 

Export subsidies are given mainly for livestock The activities and objectives of the State Fund for 
products, as for most commodities their prices are Market Regulation (SFMR) are lacking transparen-
above world market level. From 1993 to 1994 export cy. There are market organisation rules for several 
subsidies diminished under 300 Mio SKK annually, commodities as for instance cereals, milk, pigmeat, 
a level which was maintained until1996. The largest beef (sugar is in preparation also). But except for 
amount (over 50 percent of total outlays) were spent milk, for which in the milk market organisation clear 
on dairy exports, especially of cheese and milk pow- regulations of price administration are set up, inter-
der. In the dairy sector, export subsidies assist to vention decision on other commodities are taken on 
maintain the over-capacity of the industry, which has an "ad hoc" basis. In this respect the noticeable 
occurred as a result of decline in domestic demand. change since 1996 in emphasis of the SFMR away 
In 1997 export refunds nearly went up by 70% to from simply removing the surplus (using export sub-
421 Mio SKK. Milk export funding remained the sidies) to direct intervention on domestic market 
top activity, but also support for beef increased. with increasing budget power appears to be critical. 
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Ad hoc decisions on subsidised exports often 
reflect stronger lobby pressure rather than market 
balancing intentions. An other source of intrans­
parency is the link between SFMR and the State 
Reserves Fund (SRF)29

• Destocking and stock 
intake of the SRF stocks can have impact on Slovak 
markets. Slovak authorities underline that all sup­
port measures are meant to be only temporarily 
until the domestic market will be stabilised. The 
recent attempt of the SFMR to become an indepen­
dent institution with an independent budget rouse is 
supposed to rise doubts on that. 

Effective support prices showed a 25% to 30% gap, 
if compared to the EU support price level in 1997. 
Support prices in Slovakia went up strongly from the 
marketing year 96/97 to 97/98, narrowing the gap 
considerably (table 38). 

Table 38: Effective support prices for selected commodities 
in Slovakia compared to the EU 

Wheat 
SK 
EU 
SK/EU 

Milk 
SK 
EU 
SK/EU 

Beef 
SK 
EU 
SK/EU 

Exchange-rate 
SKK/ECU 

Source: DG VI calculations 

ECU It 
ECUit 

% 

ECU/t 
ECU /t 

% 

ECU It 
ECU /t 

% 

95/96 

86.2 
124.9 
69.0 

177.6 
290.5 
61.1 

38.87 

Table 39: Market support for wheat 

94/95 
effective support price SKK/t 3350 
Market price (farm) SKK/t 3241 
Intervention purchase 1000 t 197 
Source: SFMR 

96/97 97/98 

89.5 95.3 
127.5 123.1 
70.2 77.4 

176.5 197.3 
288.4 286.5 

61.2 68.9 

1879.4 2108.8 
2821.7 2791.4 

66.6 75.5 

39.09 38.10 

95/96 96/97 
3500 3500-3630 
3761 4243 
213 135 

The grain market organisation, introduced in 1994, 
sets general rules of supply management for cereals. 
The intervention price and the maximum quantity of 
intervention purchases is fixed before the beginning 
of the marketing year, 1 July. Provided input cost do 
not change more than 5%, the fixed price remains 
unchanged during the campaign. 

Intervention purchases for wheat take place on a 
regular basis whereas other grains are taken into 
stocks depending on the market situation. Market 
intervention policy of SFMR intends to balance 
markets via intervention purchase also in year with 
small harvests. Intervention stock, bought directly 
after harvests are released over the rest of the year, 
when supply bottlenecks might lead to increasing 
market prices. However, the intention of price sta­
bility could be achieved in a more market-oriented 
way by liberalise trade (table 39). 

The dairy sector is supported by a combined system 
of flat administered farm gate prices and a maxi­
mum production quota. The guaranteed prices are 
complemented depending on the quality of the raw 
milk. The fixed price amounted to 7,30 SKK per 
litre milk of standard fat content in 1997 and has 
been increased to 7.75 SKK in 1998 .. Out-of-quota 
production and milk that is below standard quality 
are not eligible for the administered price and com­
plementary payments, and producers negotiate 
prices directly with milk processing enterprises. The 
national production quota was fixed at 0.9 billion 
litres 1997, which was 15 per cent higher than cur­
rent domestic use. Market support was, however, no 
incentive to expand production. So far the milk price 
was also supported by subsidised exports of milk 
and dairy products by the State Fund for Market 
Regulation (SFMR). After a steady decline between 
1991 and 1995, the value of export subsidies grant­
ed for milk and dairy products increased in 1996 and 
reached with 309 Mio SKK about 47% of the export 
commitment ceiling (table 40). 

" The SFMR co-decides on the management of the State Reserve Fund Stocks, ("strategic stocks"), embracing commodities as for instance wheat, barley and 
sugar. Stock volumes and stock management objectives are confidential. 
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The effective support price for beef in 1997 was 
increased to 42.1 SKK/kg, which in an up of 9% on 
1996. Some 11,400 t were taken into intervention. 
Total expenditures for beef export subsidies have an 
upward trend, amounting to 71 Mio SKK in 1997 
(table 41). 

Although the pigmeat intervention price also was 
increased the pig sector enjoys only limited support. 
Export subsidies were granted in 1995 exclusively. 
The effective support price was set to increase to 
37.3 SKK/kg l.w. in 1998, which is a strong increase 
if compared with the previous year (table 42). 

From 1992 to 1994 the SFMR bought sugar and sug-
arbeet into intervention. Market support in form of 
intervention purchases for sugar mainly targeted to 
mitigate liquidity problems of the sugar refineries. 
Since sugar production expanded from 1995 
onwards again the SFMR started intervention pur-
chases, which were interrupted in 1995 and 1996, 
again in 1997. In 1997 the first time export subsidies 
for sugar were granted. No effective support price 
was fixed in 199 5 to 1997. 

3.4 Production support 

Initially, input subsidies were limited to support the 
purchase of certified seeds, planting materials, pes­
ticides and breeding animals. Their scope has been 
expanded in 1995 and 1997 to additional sorts of 
plants (e. g. potatoes, vegetables) and to industrial 

Table 43: Production support 

MioSKK 1993 
Support for sheep, goat and suckler cows in LFA 150 
Input subsidy (seed, fertilizer, fuel) 682 
Irrigation support 
Compensation for animal epedemics 35 
Support for production of tobacco 
Quality premia cow and sheep milk and meat 452 
Plant breeding 70 
Total 1389 
Source: MA SK, DG VI calculations 

Table 40: Market support for milk anti milk products 

1995 
Fixed price SKK/1 6.70 
Export subsidies (average) SKK/kg 22.6 

Butter Subsidised exports lOOOt 
Milk powder Subsidised exports 1000 t 7.1 
Cheese Subsidised exports 1000 t 6.5 

Source: SFMR 

Table 41: Market support for beef 

1995 
Effective support price (1. w. )bulls SKK/kg 
Market price (farm, l.w.) 

bulls SKK/kg 38.32 
heifers SICK/kg 34.99 
cows SICK/kg 26.54 

Effective purchase 1000 t 
Export subsidies (average) SK/kg 
Subsidised exports beef 1000 t 0.2 
Source: SFMR 

Table 4 2: Market support for pork 

1995 
Effective support price SKK/kg 34.45 
Market price (farm, I. w.) SKK/kg 36.05 
Effective purchase 1000 t 7.6 
Subsidised exports pigmeat 1000 t 
Source: SFMR 

fertilisers. In 1997 about 1.5 bio SKK backed the 
input purchases of farmers. Further on, partial 
reimbursement of irrigation costs (of charges for 
water and fuel and energy) is being provisioned at a 
varying level (table 43). 

1994 1995 1996 1997 
129 129 129 144 
745 1 193 1170 1491 
120 168 98 109 
55 44 77 78 

20 
489 777 742 955 

82 80 71 76 
1619 2390 2287 2873 
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1996 
6.70 
21.9 

0.4 
6.2 
8.0 

1996 
38.50 

37.59 
33.48 
24.96 

9.3 

0.3 

1996 
34.45 
37.00 

10.6 
0.4 

1997 
7.30 
24.9 

8.0 
7.9 

1997 
42.10 

38.73 
32.60 
24.58 

11.4 
9.42 
2.6 

1997 
35.53 
39.53 

2.2 



Input subsidies are provided to private applicants by 
regional agencies of the Ministry of Agriculture 
according to a set of eligibility criteria and stan­
dards. E.g. for grains a 30% redemption of seed and 
fertiliser costs is provisioned. In case of pesticides, 
the redemption is 40%. The eligible quantities of 
seeds and other inputs are derived from standard 
growing practices and linked to an area, which had 
been proved by statistical records. In the beef and 
dairy sectors, purchase of pedigree bulls and heifers 
is supported by subsidies up to 40% of purchase 
value with price ceilings for specific quality grades. 
The same subsidisation applies for pork and poultry. 
Modernisation of dairy equipment is supported up 
to amount of 40,000 SKK per milk stand or 40% of 
the investment value. As in general, input subsidisa­
tion bears the risk of cross-subsidisation of the up­
stream sector. The high price level of farm inputs 
and estimations of experts back the impression that 
that is the case for inputs, which are subject of direct 
subsidisation in Slovakia. 

3.5 Tax policy in agriculture 

The tax system changed considerably since begin­
ning of transition. Income taxes and property taxes 
were extended and vehicle tax and indirect taxes as 
the VAT and excise taxes on fuels and alcoholic 
beverages introduced. 

However, there were applied numerous exemptions 
for the agro-food sector, amounting to 1.4 bio SKK 

or 11% of the total support of the sector in 1997. 
Reduced income and property taxes, lower rates of 
VAT on agricultural inputs as foodstuffs, tax holi­
days and a reimbursement of fuel taxes are the most 
important elements. 

3.6 Structural policy in agriculture 

Less Favoured Areas support 

The most important budget component are area pay­
ments, which help to stock-up farm revenue in less 
favoured agricultural areas. The allocation scheme 
of area payments is based on fix per hectare rates, 
which are appointed for particular land value 
groups, generated from the cross-country classifica­
tion of agricultural land in Slovakia. Since these 
payments are linked with area units, they are not 
product specific. Nevertheless, due to shifts in prod­
uct allocation according to changing climatic and 
soil conditions across the grid of land value cate­
gories, an assumption can be made, that the benefi­
ciaries of this support are predominantly cattle, 
dairy and sheep and other more or less grassland 
based enterprises. Recipients of the area based 
income support are mandated for proper mainte­
nance of eligible land area what is subject to checks 
by regional agricultural offices. The share of this 
type of income support on total farm income in less 
favoured areas is quite significant (table 44). 

Table 44: Expenditures on structural policy in agriculture 

MioSKK 1993 1994 1995 1996 1997 
Less favorite area payments 3 609 3 353 3 318 3 306 3 312 
Investment aids for restructuring l 017 940 923 1 110 1799 
Afforestation of grassland 0 3 44 36 44 
Agrotourism development 12 12 17 22 36 
Investment aid for animal production 72 137 154 152 175 
Loan default (paid loan guarantees by SSFAF) 89 81 46 49 
Other (remote farming, wineyards, animal breeding) 396 2 92 76 93 
Total 5105 4 535 4629 4747 5508 
Source: RlAFE, SSFAF (State Support Fund for Agriculture and Food Processing Industry), DG VI calculations 
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Support to Investment

Farmers have access to direct payments from the

State budget to support investments in modern farm

technologies. These direct payments increased

strongly to SKK 1.8 bio in 1997.

Beneath direct payments from the budget the State

Support Fund for Agriculture and the Food Industry

(SSEAF) provided loan finance and investment sup-

port for the farm sector. The SSFAF, which was

founded with an initial fund of 800 Mio SKK in
1994, operates independently with an o\m budget of
1.7 bio SKK in 1997. The role of the fund is to sup-

port investment in agriculture and the food industry

and to stimulate the development of the land market.

The SSFAF obtains funds from the proceeds of the

sales or liquidation of state-owned companies in

agriculture and the agro-food sector as well as from

loan repayments and the State budget. The SSFAF

operates two main schemes: loans at low interest

rates and financial guarantees (ofup to 70 per cent

of investments) for credits extended by commercial

banks at commercial rates. ln 1997 the SSFAF start-

ed providing as well distributing interest subsidies

for loans extended by commercial banks.

3.7 Rurol development policy

In rural regions of Slovakia live approximately 48%

of population, in semi-urban regions 40o/o and in

urban regions 12% of population. Rural develop-

ment policy is at rather early stages of implementa-

tion and still acts in the wake of regional policy,

which itself is still not very advanced30. Neverthe-

less, the existing problems of rural areas in Slovakia

and the lively international discussion of the rural

development topics, in particular in the EU,

strengthened the awareness of the need for an appro-

priate policy framework for rural development in

Slovakia.

The first steps of emancipation towards an integrat-

ed rural development policy were taken by setting

up of the Rural Development Agency (RDA) in
April 1995. The task of the Agency is to support

activities for sustainable, balanced socio-economic

development of rural settlements, creation of
employment and additional sources of income for

rural population. The RDA helps communities to

prepare and perform projects in these fields and

assists potential and existing enterprises in rural

areas in their business.

Rurol ond urbon oreor in the Slovol Republic

rl
@ Rural districts (okres)

(More than 50% of population lives in rural settlements)

Intermediate di$tricts (okres)

(15 - 50% of population lives in rural settlements)

I Urbrn disHcts (okres)

(Less tlnn 15% of population lives in rural settlernents)

Source: Ministry ofAgriculture of the SR

In addition to the Rural Development Agency

there are several other agencies dealing with rural

development issues: the National Agency for the

Development. of Small and Medium Enterprises

(NADSME), the Slovak National Agency for
Investment Promotion and Development

(SNAZIR). In addition, there are several Regional

Development Agencies set up by different
municipalities.

" The basic conception and strategic materials for regional development are in preparation. The Slovak Government has approved end of I 997 the "hoposal of
conception of state regional policy", which sets out the basic frameworks following the sfiucture of the European regional policy.
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In 1998 the Slovak Ministry of Agriculture drafted 
an advanced "conception of rural development in 
the Slovak Republic" which formulates in an 
advanced way the objectives and implementation 
principles of rural development in the future31

• As a 
long-term objective it targets the establishment of a 
rural development policy in a shape, the EU is 
heading for. 

The conception outlines that rural development pol­
icy should be based on an integrated approach, 
embracing economic, social and environmental 
aspects of rural areas. The areas of activity should be 
territorially defined and based on partnership 
among various agents, balancing concerned interest 
groups as well as stimulating vertical co-operation 
between different participants and administrative 
units. Moreover, they should be based on local ini­
tiatives and supported by proper institutional 
arrangements. 

However, there are still a lot of technical, adminis­
trative and financial problems to solve. In the Slo­
vak Republic there is no exclusive definition of the 
"rural population". As rural settlements those set­
tlements are considered, which do not have a town­
status and have a certain type and character of set­
tlement, economic structure based on agriculture 
and forestry, less developed infrastructure and 
lower population density. Statisticalli2 these are the 
settlements with population under 5,000. Specific 
information on rural areas is still lacking. 

Significant limitation of rural development activi­
ties is imposed by a lack of financial resources, par­
ticularly at local levels. The Budget Law of the cen­
tral government gives municipalities a share of the 
income- and the corporate-tax, also all revenue 
from real estate tax. All of it is, however, too little 
to increase the quality of the basic infrastructure 

substantially and leave space for fundamentally 
improve rural living conditions. 

The attitudes of rural communities concerning rural 
development projects are mixed. There have been 
successfully working pilot projects with highly 
motivated support by the local participants, whereas 
other projects were welcomed with reservations. The 
Rural Development Agency, although strongly 
understaffed for its tasks, and the responsible ser­
vices in the Ministry of Agriculture are committed 
and open-minded in their work. 

The following programmes are amongst the most 
important to be applied in rural areas: 
• Active and passive employment policy, funded 

by the National Employment Office. 
• Support programs for small and medium-sized 

businesses. 
• Support programs of industrial production on 

the base of domestic raw materials. 
• Program for development of craft production. 
• Tourism support program (including agri­

tourism). 
• Program of construction of technical infrastruc­

ture in settlements. 
• Maintaining of agriculture in less favored areas. 
• Village Restoration Program. 

3.8 Agri-environmental policy 

In Slovakia environment basically suffers by the 
same problems caused by agriculture as the most 
other CEECs. In Slovakia the most serious problem 
is water pollution caused by the unsustained high 
application of fertilisers and inappropriate treat­
ment of animal waste during the socialist era. In 
particular ground water basins and limnic ecosys­
tems, as lakes and rivers, are still heavily polluted 

" The Slovak Government has not yet approved the conception when this report was written. 
32 For analytical purposes regions are classified following the OECD approach (rural areas: more than 50% of their population is living in rural settlements, 

intermediate semi-urban areas with 15-50% of population living in rural settlements and urban areas). 
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Taltle 45: Fertiliser consumption 

1990 
NPK use, total 1000 t 582 

nitrogen lOOOt 222 
phosporous 1000t 168 
potassium lOOOt 192 

NPK use per ha arable land kg/ha 401 
nitrogen kg/ha 153 
phosporous kg/ha 115 
potassium kg/ha 132 

Use of barn manure tl ha 
Source: VUEPPIRIAFE, data SBS 

by an overload of nutrients. Despite the massive 
extensification in fertiliser application since begin­
ning of transition this problem is likely to remain a 
long-term problem (table 45). 

Negative effects of agriculture on biodiversity are 
partly mitigated by the very high share of Nature 
Reserves33 and the counterbalancing impacts of 
forests. However, in the intensively cropped plains 
of Slovakia biodiversity is negatively affected by 
agriculture. Slovakia implemented several legisla­
tive measures and support programmes. Water pro­
tection zones have been demarcated34

• Soil protec­
tion regulations are applied in areas of potential 
erosion threat. 

Support is give for organic production, although at a 
very limited range. A regulation on organic agricul­
ture is implemented since 1996 and based on the 
IFOAM standards. Product certification is in the duty 
of the authorities. Organic production is still rather 
smal135 and marketing of products is driven by supply. 
Most of the production goes to export. The adoption 
of the aquis communautaire on organic production is 
lagging behind but a revised regulation in line with 
EU legislation will come into effect in autumn 1998. 

1 

1993 1995 1996 199'7(e) 
95 102 11.1 
65 70 74 
16 18 20 
14 15 17 
66 72 78 
45 49 52 
12 12 14 
lO 10 12 

6.7 5.6 5.3 

3. 9 Veterinary and phytosanitary 
policy 

117 
78 
21 
17 
82 
55 
15 
12 

5.1 

In the past years Slovakia put considerable efforts to 
bring its veterinary and phytosanitary legislation in 
line with the aquis communautaire. The Slovak 
authorities have adopted all EU directives, with the 
exception of few regulations concerning seeds and 
propagation material and organic farming. The 
implementation of the phytosanitary legislation, 
however, is still at its very beginning and significant 
work still has to be done. So far only directives con­
cerning seeds and propagation material have been 
implemented. 

The veterinary and phytosanitary services have a 
high standard in the education of its staff. There 
are various institutes providing with technical sup­
port, scientific consulting and inspection of the 
food industry. Since transition the role of private 
organisations increased. 

A detailed overview on the veterinary sector is given 
in the annex of the report. 

33 National Parks with 200,000 ha and 16 protected areas with altogether 700,000 ha, of which 137,000 ha agricultural land. 
34 Grading system of3 protection zones, altogether 700,000 ha, of which 308,000 ha agricultural land. 
" About 29,000 ha are managed by 46 registered organic farms, most of them in the Northwest ofthe country. In addition, 35 farms operate in the stage of con­

version and by the year 2000 the total area of organic farmland will be around 50,000 ha (3% of the total arable area). 
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4. 
Medium-term Outlook 

4.1 Main hypotheses 

Since its foundation in 1993 Slovakia continued suc­
cessfully on its way to a market-oriented economic 
policy. Basic objectives were completion of privati­
sation, adaptation of production to reducing demand 
and food supply security after strong increases in 
domestic prices. The process of transition in the 
overall economy is still ongoing and the agro-food 
sector also has not passed all stages of transition. 
Reinforcing investment for modernisation of agri­
cultural production and improving the downstream 
sector are amongst the most important further steps 
still required in transition. 

However, since 1994 some serious concerns appeared 
as the Slovak government started to rely primarily on 
administrative rather than market-oriented measures 
to address the country's worsening fiscal and external 
positions. Privatisation coupled with cronyism, wage 
regulation, reintroduction of import certification and 
import surcharges, debt relief for state companies, 
weakening of the Central Banks independence, 
increasing control of the private sector via state 
owned banks can be taken as recent examples. The 
administrative measures have a distortive impact on 
the long-term performance of the general economy 
towards an open market economy, which also affects 
the agricultural sector. 
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The basic underlying assumption of the following 
medium-term outlook is that no major additional dis­
tortive administrative measures will be implemented 
and the policy of economics will gradually shift back 
to a more market-orientation policy. The following 
conditions of general economy are supposed to influ­
ence the performance of the agro-food sector in the 
six years period between 1998 and 2003: 

Scenario for the general economy 1998-2003 

• Whereas consumer prices increased the exchange 
rate of the Slovak Koruna kept more or less stable 
since 1994. Combined with the persistence of a 
large current-account deficit, growing pressure on 
the government's fiscal position and limited 
inflows of foreign investment this might lead to a 
devaluation of the Slovak Koruna at the beginning 
of the forecast period. 

• Public spending, a major source of GDP growth, 
has to be curbed in the medium-term, in order to 
improve the budget balance. Together . with 
restraints on private consumption, this will slow 
down GDP growth in 1999 and 2000. The 
improved competitiveness of Slovak exports due to 
the devaluation of the currency, growing labour 
productivity, pick-up in investment, stronger 
inflow of foreign direct investment and recovery of 
private consumption will set GDP to grow again 
from 2001 onwards. 

• Budget spending of Slovakian households on food 
is already high (35% ). Further deregulation of 
prices (energy, heating) and liberalisation of the 
rent limitation system (on costs for housing) will 
fuel inflation in the years from 1998 to 2000. Cov­
ering those costs will put additional pressure on 
the income of most Slovakian consumers. Wages 
will grow slightly above inflation rate. Due to the 
persistent low income elasticity of food demand it 
is unlikely that there will be a basic increase of 



domestic demand for agricultural bulk products 
during the forecast period. The situation might 
improve somewhat at the end of the forecast peri­
od, when inflation is set to decline again and the 
economic growth of economy might recover again. 

Scenario for the agricultural sector 1998-2003 

• The update of the 1993 framework on the Slo­
vak "Concept and Principles of the Agricultur­
al Policy", which is foreseen for 1998, prospec­
tively will not change the overall level of finan­
cial assistance for agriculture. Self-sufficiency 
as a main objective of agricultural policy will 
persist. 

• Domestic demand will not act as a motor for agro­
food production. Only at the end of the forecast 
period a slight push from consumption can be 
expected. 

• The continuing budget deficit will leave little 
scope to reinforce support to agriculture. The 
devaluation of the Koruna will improve the com­
petitiveness of Slovak agricultural exports and 
will limit inflows of agro-food imports. This will 
improve the economic situation of domestic pro­
ducers in the medium-term and translate at the 
end of the forecast period in moderately increas­
ing outputs. Budget expenditure for market sup­
port can be reduced as exports will be facilitated 
and refunds will be necessary only for very few 
products (in the dairy sector). 

• The unfavourable availability of credits for the 
agro-food sector, which is one of the major rea­
sons for limited expansion, is expected to 
improve in the next years, provided the restruc­
turing of the banking system continues. The 
investment rate in the food industry is expected 
to increase at the end of the forecast period and 
production of processed food commodities is 
also set to rise. However, that will have only lim­
ited impact on the demand of the overall con­
sumption level, as domestic production is 

expected mainly to substitute imports of 
processed food. The devaluation of the Slovak 
Koruna and enhanced marketing is expected to 
improve competitiveness of Slovakian food 
exports from 2000 onwards. Growth of the food 
sector at the end of the period will allow for 
more remunerative prices to be paid to the farm 
sector. 

• Profits from arable production improved since 
1993. Since 1995 sectoral net income for arable 
crops has been positive. On the arable crop sec­
tor therefore further expansion of area and yields 
are expected. The animal sector accounted loss­
es so far. The break-even point for profits of ani­
mal production is expected for 1998 (precondi­
tion e.g. no reduction in subsidies). But overall 
livestock production is still expected to contract 
slightly until the year 2000 (except for poultry, 
for which expansion is already taking place). 
From 2000 onwards a moderate expansion will 
be recorded for pigmeat, beef and milk produc­
tion. 

• In the farm sector co-operatives will remain the 
dominant farm type but restructuring by splitting­
off into smaller entities and changing legal entity 
to joint stock or limited liability companies will 
persist. The gap of efficiency amongst the farms 
will widen and the more prosperous farms will 
attain better efficiency levels in labour input. 
However, persisting high unemployment will limit 
absorbing capacities in rural areas with low diver­
sification. 

• Utilisation of preferential quotas in trade 
agreements will improve in the medium-term. 

Land use scenario 1998-2003 

• As over the past decade the utilised agricultural 
area will remain more or less unchanged. Geo­
graphical conditions in the hill regions and the low 
rainfall in the southern area restrict expansion. 
Some less fertile plots will be turned to forests. 
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Table 46: Land use protection 1998-2003 

1800 ha 1995 
Utilized agricultural area 2446 

Arable land 1497 
Cereals 848 
Protein crops 50 
Oilseeds 124 
Potatoes 40 
Sugarbeets 34 
Green fodder 346 

Permanent grassland 814 
Vmeyards 23 
Kitchen gardens 78 
Other land 34 

Driven by increasing prices for cereals and 
oilseeds over the past years the landuse projection 
foresees an expansion of the arable area at the 
expense of pasture land and green fodder area. 

• Within the arable crop area a further shift from 
fodder crops to cereals and oilseeds is likely to 
occur in order to adjust to reduced grazing live­
stock numbers. Oilseeds area is likely to 
increase as processing capacity remains under­
utilised and prices improve. Potato area is 
expected to stabilise at its present low level 
(table 46). 

Table 47: Cereals projections 

1995 
area 1000 ha 848 
yield tl ha 4.1 
production lOOOt 3490 
domestic use lOOOt 3735 
food use lOOOt 1121 
feed use lOOOt 2150 
exportable surplus lOOOt 239 
self sufficiency % 93.4 
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1996 1997 2088 
2445 . 2445 2441 
1474 1459 1449 
827 853 873 

43 33 25 
134 139 145 
41 33 30 
42 47 44 

333 298 269 
817 831 835 
22 19 23 
78 78 78 
54 57 56 

4.2 Commodity rroiections 
(1998-2003 

4.2. 1 Arable crops 

4.2.1.1 Cereals 

2003 
2440 
1456 
878 
25 

150 
30 
38 

265 
845 
28 
78 
33 

Due to the increasing profitability of cereal pro­
duction the availability of inputs improved again. 
In combination with ameliorated seed quality and 
higher efficiency of cropping and harvesting tech­
niques yields are supposed to return to the pre­
transition level until 2003. Wheat area is expected 
to be less volatile and maize area will increase fur­
ther because of the high support level, the 
favourable price level and increasing processing 
capacity. 

1996 1997 2000 2003 
827 853 873 878 
4.0 4.4 4.5 4.8 

3322 3741 3897 4229 
3366 3644 3463 3588 
946 1172 1139 1175 

1964 2174 2158 2230 
44 139 391 591 

98.7 102.7 112.5 117.9 



TaWe 48: Oilseed proJection 

1995 
area 1000 ha 124 
yield t/ha 1.9 
production 1000 t 236 
domestic use lOOOt 210 
food use lOOOt 186 
exportable surplus IOOOt 35 
self sufficieny % 112.1 

Demand for feed cereals will continue to decrease 
slightly until 2000 when the decline in beef and pig 
production is expected to bottom out. Increasing 
livestock production of pigs and poultry will pro­
mote feed cereals use in the period from 2000 to 
2003. Consumption of food cereals will return to the 
pre-transition level. Demand for maize is expected 
to increase by 50,000t per year with the opening of 
a new maize processing plant in 1998. Slovakia is 
expected to expand its cereals net exporter position 
to an exportable surplus of about 591,000 t in the 
year 2003 (table 47). 

4.2.1.2 Oilseeds 

The strong expansion of oilseed production takes 
place in areas which are less suited for oilseed pro­
duction. Despite increasing inputs yield will not 
increase very much. Supported by the well-func­
tioning of producer-processor marketing chain 
expansion of sunflowers and rapeseed will continue. 

Table 49: Sugar production projection 

sugarbeet 1995 
area 1000ha 34 
yield t/ba 34 
production 1000t 1176 
sugar 1995 
sugar yield % 13.3 
sugar yield t/ha 4.6 
production lOOOt 157 
domestic use IOOOt 164 
exportable surplus 1000t 12 
consumption kg/capita 32.0 

1996 1997 2000 2003 
134 139 145 150 
1.9 1.9 2.1 2.2 

253 269 305 330 
160 198 205 217 
157 185 190 205 
84 70 110 117 

158.2 135.5 148.5 152.1 

Subsidised utilisation for bio-fuel production will 
support the expansion of production. But due to 
competition with Czech imports, based on customs 
union imports, and the coincidence of rapid expan­
sion in Czech production, Slovak production expan­
sion will slow down at the end of the projection peri­
od. Growth in food consumption of oilseeds will 
slow down because of increasing price competitive­
ness of other vegetable oils such as for instance 
maize oil (table 48). 

4.2.1.3 Sugarbeet 

With improving seed quality and better cropping 
techniques sugarbeet yields and sugar content will go 
up. As a response to restructuring efforts of sugarbeet 
processors in order to reduce over-capacity the sugar­
beet area is supposed to go back to avoid a production 
much above domestic consumption. Input subsidisa­
tion is likely to continue and help to avoid substantial 
reduction in area. Import pressure from the more 

1996 1997 2000 2003 
42 47 44 38 
41 35 38 39 

1713 1668 1672 1482 
1996 1997 2000 2003 
13.1 13.1 14.0 15.0 
5.4 4.6 53 5.9 

225 218 234 222 
191 189 232 210 
40 24 16 2 

34.0 33.2 34.1 34.5 
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competitive Czech sugar sector will further depress 
the profitability of Slovakian producers and speed up 
restructuring. Restructuring will lead to a reduction in 
processing capacity. The Slovak sugar industry is 
pushing for tightening of the producer-processor 
chain. Tough competition will lead to a further reduc­
tion in capacity and this process to balance the sugar 
beet production and domestic demand might be com­
pleted until 2003. After restructuring the processing 
capacity production is expected to stabilise slightly 
above domestic consumption (table 49). 

4.2.2 Livestock 

4.2.2.1 Milk 

Milk output is still expected to decline to about 1, 1 
Mia t in 2000 to adapt to a contracting domestic 
consumption. Most exports of dairy products have 
to be subsidised further on. Improving milk yields 
will lead to an increase in production although the 
total number of dairy cows decreases (table 50). 

4.2.2.2 Beef 

Improvements in efficiency of beef production is 
sluggish and the rate of intensification is low. Sub­
utilisation of the production potential caused by 
shortcomings in breeding practice, nutrition, ani­
mal care will be removed only slowly. The decline 
of beef production did not bottom out yet, but this 
is likely to happen until 2000. Driven by breed 
improvement and better feeding techniques pro­
duction is likely to recover to 66,000t in 2003. 
Beef consumption will be virtually unchanged 
until 2000 and then recover a little bit to about 
11 kg/capita (table 51). 

4.2.2.3 Pigmeat 

A further restructuring of the pork market with a 
moderate increase of production can be expected. 
Production increase will not weaken the present 
balance of supply and demand, as per capita con-
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sumption will also recover somewhat. The utilisa­
tion of preferential trade quota will go up and 
trade influence again will stimulate restructuring 
(table 52). 

4.2.2.4 Poultry 

Poultry meat consumption is the only meat for 
which per capita consumption reaches the pre-tran­
sition level again. After a period of contraction 
poultry meats could improve their share on total 
meat consumption since 1994. Until 2003 the pro­
duction capacity which is at present still under­
utilised will gradually be better used. Poultry pro­
duction on private household plot will be stable. It 
can be expected that most of the growth in meat 
consumption will be in favour of poultry during the 
period under consideration (table 53). 



Table SO: Milk proiedion 

1995 1996 1997 2000 2003 
dairy cows (1000 cows) 350 339 310 280 265 
yield kg/cow 3389 3415 3712 3925 4191 
production 1000t 1186 1159 1150 1099 1110 
deliveries 1000t 900 903 925 934 988 
delivery rate % 75.9 78.0 80.4 85.0 89.0 
total domestic use 1000t 1068 1050 1036 1001 1023 
exportable surplus 1000t 117 109 113 103 96 
self suffiency % 111.0 110.4 110.9 109.8 108.6 
food consumption kg I capita 162.4 161.4 159.0 157.9 163.4 

Table 51: Beef supply balance 

1995 1996 1997 2000 2003 
production 1000 t 65 60 58 59 66 
domestic use 1000 t 62 56 54 55 59 
exportable surplus 1000 t 3 4 4 3 8 
self suffiency % 104.6 107.0 108.0 107.3 111.8 
consumption kg I capita 11.6 10.4 10.0 10.1 10.9 

Table 52: Pigmeal supply balance 

1995 1996 1997 2000 2003 
production 1000 t 203 209 204 214 227 
domestic use 1000 t 220 208 207 216 226 
exportable surplus 1000 t -18 -3 -1 2 
self suffiency % 92.0 100.3 98.5 99.1 100.4 
consumption kg I capita 41.1 38.7 38.4 39.8 41.3 

Table 53: Poultry supply balance 

1995 1996 1997 2000 2003 
production 1000t 74 80 80 89 94 
domestic use lOOOt 76 81 84 87 91 
exportable surplus lOOOt -4 -4 -8 4 4 
self suffiency % 97.4 97.8 95.2 102.3 103.3 
consumption kg I capita 14.1 15.1 15.6 15.9 16.6 
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Glossary and abbreviations 

CEECs Central and Eastern European Countries 

CEFTA Central European Free Trade Agreement 

ewe Carcass weight equivalent 
(for supply balance sheet calculations) 

FTA Free Trade Area 

GAO Gross Agricultural Output, value of 
sold production plus own producer 
consumption 

GAP Gross Agricultural Product, a measure 
of value added in agriculture 
(GAP=GAO-IC) 

IC Intermediate Consumption, costs of 
inputs of materials and services used by 
agriculture 

LFAs Less Favoured Areas 

lw Live weight (in tables) 

MASR Ministry of Agriculture of the 
Slovak Republic 

NBS National Bank of Slovakia 

NIS Newly Independent States 
(from the former Soviet Union) 

o.w. of which (in tables) 

RIAFE Research Institute of Agricultural and 
Food Economics in Bratislava 
(vUEPP in Slovak) 

SBS Statistical Bureau of Slovakia 

SFMR State Fund for Market Regulation, the 
main body for intervention purchases 
and export subsidisation 

SKK Slovak Koruna or crown, the national 
currency of Slovakia 

SME Small and medium enterprises 

SMP Skimmed Milk Powder 

TAIEX Technical Assistance Information 
Exchange Office of the European 
Commission 

UAA Utilised Agricultural Area 
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Political situation • s1nce 1989 

The Slovak Republic became an independent nation 
with the division of Czechoslovakia into two sepa­
rate countries on 1 January 1993, the Czech Repub­
lic and the Slovak Republic. Czechoslovakia was 
itself a comparatively recent creation having been 
formed when the Austro-Hungarian empire col­
lapsed in 1918. The division became effective with 
an agreement on the creation of a Monetary Union 
and a Customs Union. 

During the "Velvet Revolution" in Czechoslovakia 
end of the 80s dissident groups in the Slovakian part 
of the country created Public Against Violence 
(PAV) and in the Czech part its counterpart Civic 
Forum. These groupings obtained a clear victory in 
the first free election in 44 years, which took place 
in June 1990. Soon after the elections the faction 
within PAV led by Vladimir Meciar broke away to 
form the Movement for a Democratic Slovakia 
(MDS). 

The Slovak part of the country was harder hit by the 
economic transformation than the Czech part as a 
result of the structure of the industry which was 
more oriented towards the East36

• This resulted in a 
decline in living standards and high unemployment. 
Thus the population was inclined to vote for a party 
like the MDS, advocating a slower pace of reform. 

By the time the country's second post-communist 
elections were held in June 1992, the consensus cre­
ated between Czechs and Slovaks during the "Velvet 
Revolution" had collapsed. The general elections 
confirmed the realignment of Czech and Slovak pol­
itics when the Civic Democratic Party, led by Vaclav 
Klaus, declared itself in favour of a rapid economic 
transformation and the MDS (Movement for a 
Democratic Slovakia), led by Vladimir Meciar, 
advocated slower reform. Immediately after the 

elections Klaus and Meciar held discussions about 
the future of the federation. Economic reform and 
Slovak independence appeared as the key questions. 

Slovakia, having passed its own constitution, 
declared itself sovereign in July 1992. At this point 
Vaclav Havel, still president of Czechoslovakia, 
stepped down. At the end ofNovember 1992, after a 
series of negotiations, the new constitutional law on 
the separation of Czechoslovakia was narrowly 
passed with the required three fifths majority by the 
Federal Parliament, leading to the creation of two 
independent countries on 1 January 1993. 

According to the new Slovak constitution the Slo­
vak National Council elects the president for a 
five-year term. The first Slovak president, Michal 
Kovac, was elected on 15 February 1993. Slovakia 
has a unicameral parliament being the National 
Council consisting of 150 deputies. Parliamentary 
elections are held every 4 years. The National 
Council is the supreme legislative authority. The 
highest executive body is the Slovak government, 
headed by the Prime Minister. The president 
appoints the Prime Minister. 

The Slovak political scene has been quite unstable. 
After months of political infighting, Prime Minister 
Meciar and his government were swept from office 
on 11 March 1994 by a no-confidence vote. The new 
government, a coalition of five parties, headed by 
Jozef Moravcik was short-lived. 

Last parliamentary elections won by populist party 
HZDS, bringing back Meciar to power after a short 
term of a minority coalition following a vote of 
non-confidence in early 1994. In June 1996 the 
Government Coalition neared collapse due to ten­
sions particularly about the privatisation process 

" The industrialisation of Slovakia took place in the Soviet era focussing on heavy industries, mainly the armament sector, and it was taken up in the division of 
labour within COMECON. 
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and oversight of the secret service. In August 1996 
a sudden replacement of the key ministers of For­
eign Affairs, Economy and Home Affairs took 
place without official explanation. In December 
1996 a former HZDS Member of Parliament was 
expelled from the Parliament by depriving him of 
his mandate. 

The Government Programme set out a range of 
objectives-completion of the economic transforma­
tion process, territorial reorganisation, reform of 
education and public administration. The implemen­
tation of the programme -legislation on privatisa­
tion, higher education, foundations, public prosecu­
tors, and amendments to the penal code - has been 
controversial. Tensions have arisen between the 
coalition partners and with the opposition on the 
nature of the economic reform and especially the 
distribution of assets from privatisation. The style of 
the coalition government can be described as con­
frontational (in relation to opposition and to the 
President and NGOs) and interventionist. 

Concerns have been raised about respect for demo­
cratic pluralism (opposition representation in key 
parliamentary committees and boards, legislation 
which could impede NGO activity), human rights, 
minority rights and the independence of the judi­
ciary. Institutional tensions (e.g. the attempt by the 
PM to remove the President through personal 
harassment and discrediting) were also of concern. 

The ratification of the Basic Treaty on Good Neigh­
bourliness and Friendly Cooperation with Hungary 
on 15 May J996 should contribute to improve rela­
tions with Hungary, but leaves room for improve­
ment in its implementation. Membership of the EU 
and NATO remain ongoing strategic objectives, but 
are increasingly counterbalanced by commitment to 
strengthen relations with Russia. 

In Agenda 2000 the European Commission con­
cludes in July 1997 that Slovakia does not fulfil in a 
satisfying manner the political conditions set out by 
the European Council in Copenhagen, because of 

the instability of Slovakia's institutions, their lack of 
rootedness in political life and the shortcomings in 
the functioning of its democracy. The Luxembourg 
Summit end of 1997 adopted the recommendation 
of the Commission to set Slovakia back to the sec­
ond wave candidates for accession negotiations. 

According to the Commission's assessment this sit­
uation is so much more regrettable since Slovakia 
could satisfy the economic criteria in the medium 
term and is firmly committed to take on the acquis, 
particularly concerning the internal market even if 
further progress is still required to ensure the effec­
tive application of the acquis. 

Since the end of the election period of Slovak presi­
dent, Michal Kovac, in March 1998 several attempts 
failed to elect a successor. According to the consti­
tution until the election of a new President the func­
tions of the president passed over to the Prime Min­
ister. Elections for parliament and the local councils 
will follow in September 1998. 
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The veterinary sector 
in the Slovak Republic 

While the Slovak Republic (SR) will decide on a 
strategy for an agriculture marketing policy on the 
basis of decisions on the reform of the EU Common 
Agricultural Policy (CAP), the Ministry of Agricul­
ture has attached highest priority to ensuring that the 
Slovak agricultural control instruments like those in 
the veterinary sector, are as well prepared as possi­
ble to implement the EU system as created by more 
than 80 basic Directives and Regulations. 

In a functional analysis37 of the veterinary sector, at 
least five sub-sectors are to be distinguished. 

1. Veterinary Education and Training 
Sector 

1.1 For the veterinary qualification, there is one vet­
erinary university at Kosice, having celebrated its 
75th anniversary recently. Out of 670 applicants per 
year, 130 students are accepted; the annual number 
of graduates is about 80. This is sufficient to cover 
the future needs of the veterinary profession in the 
SR. For veterinary students there is a possibility to 
specialise in general veterinary medicine or food 
hygiene or processing. The university has already 
successfully undergone the equivalence evaluation 
concerning the requirements of the appropriate EU 
Directives by the European Association of Estab­
lishments for the Veterinary Education (FAEVE) in 
1996. Only more clinical training has been recom­
mended strongly. In conclusion, there is a solid base 
educationally for the freedom of veterinary services 
following the accession to the EU. 

1.2 Postgraduate training and continuous profes­
sional development (CPD) are based legally on the 
Veterinary Care Act. They are organi~ed by the Vet­
erinary University and the State Veterinary Admin­
istration (SVA), namely the Institute of Postgraduate 

37 The veterinary annex was prepared by TAIEX. 

Studies of Veterinarians of Kosice. Following an ini­
tial period of collecting experience in field practice 
after graduation, veterinarians can obtain a first or 
second degree of CPD. Eighty-three percent of the 
882 employees in the state veterinary sector have 
postgraduate attestations; this suggests a highly 
qualified veterinary staff. CPD is further supported 
by various TAIEX seminars and Phare programmes 
on implementation and application of the veterinary 
acquis. These actions should lead into a systematic 
work programme in the veterinary field. 

2. The State Veterinary Sector 

2.1 Following the split of Czechoslovakia in 1993, 
the Slovak state veterinary sector has continued to 
be well organised and structured and has kept its 
high profile. However, since 1996 the direct chain of 
command from the central veterinary services (the 
Slovak State Veterinary Administration, SVA) to the 
regional and district veterinary level is interrupted, 
as the latter levels were placed under the regional 
and district administration. These administrative 
units act independently from one another. They are 
co-ordinated by the Ministry of the Interior. A 
national Phare project is currently under way to 
analyse this situation and to advise on identified and 
possible shortfalls. 

2.2 Veterinary legislation is in the process of being 
reviewed in order to reflect general EU veterinary 
principles such as safeguard clauses, additional 
guarantees and regionalisation. Progress was made 
in 1997 and it is estimated that the revised legal act 
on veterinary care will pass the parliament in 1998. 
Discussions with the EU on equivalency in the vet­
erinary sector, which were started in 1996, have 
been very useful in encouraging approximation and 
harmonisation of veterinary legislation. 
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2.3 The State Veterinary Administration (SVA) is an 
independent governmental organisation reporting to 
the Ministry of Agriculture. The SVA is responsible 
for the structure and for the execution and enforce­
ment of veterinary legislation only at the HQ and at 
the borders of the SR. Under the direct chain of com­
mand of the director general(= ChiefVeterinary Offi­
cer, CVO) of the SVA are 22 veterinary Border 
Inspection Posts (BIPs) and 11 State Veterinary Insti­
tutes. A very important and nearly unique institution in 
the State Veterinary Sector is the Central Commission 
for Struggle against Infectious Diseases. Through this 
Commission, the CVO directly corresponds with the 
Minister of Agriculture and the state secretaries of 
other ministries of the government of the SR. Where­
as this design at the central level seems to be efficient, 
the situation concerning the internal veterinary control 
at regional (8 regions) and district (79 districts) level is 
quite different as already mentioned. The SVA has 
competence only to co-ordinate the regions and dis­
tricts in a methodical and technical way. However, 
these local levels have their own budgets as well as 
their own staffing policy and take their decisions inde­
pendently. In case of emergencies or of budgetary 
problems, this arrangement could lead severe prob­
lems. Nevertheless, the functioning oflaboratories and 
BIPs appears satisfactory; but there are no inspection 
and storage facilities at the borders. Following the 
accession of the SR and their neighbouring ACs to the 
EU, only a few of the present 22 BIPs need remain, 
e.g. one BIP at road and one at railway to the Ukraine 
and a BIP at the international airport( s) or port( s) on 
international waterways (Danube, Dunaj). 

2.4 More than 90,000 consignments of live animals 
and products of animal origin per year were cleared 
through the BIPs of the SR in the last three years; 
about 25% to 30% of the consignments were in tran­
sit. A quarter of the annually presented consignments 
was live animal transports. The busiest BIP is Svrci­
novev on the border with the Czech Republic. The 
import control procedures are similar to those of the 
EU, except the physical inspection which is carried 
out at destination because of lack of inspection 
facilities and storage/carriage at the border. 
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2.5 A computerised communication network is still 
missing. The national Phare project mentioned 
above and the "Multi-country Veterinary Diagnosis 
and Control" - Phare project are to assist in setting 
up this network to link the regions, districts and 
BIPs with the SVA and to establish EU systems such 
as ADNS, Animo, Shift and Inforvet. 

2.6 The animal health situation appears satisfactory. 
Concerning OlE, list A diseases, the SR has faced 
some outbreaks of Classical Swine Fever (CSF) in 
1996 and 1997, involving -54,000 pigs. Vaccination 
against CSF has been banned since 1993 according to 
the EU policy, but CSF virus seems to be present in 
the wild boar population. The only other diseases 
worth mentioning are Rabies ( -270 cases in ani­
mals/year) and Fool broad in bees (-40 cases/year). 
The cattle population appears to be free ofTuberculo­
sis, Brucellosis and Enzootic Bovine Leucosis. Infec­
tious Rhinotrachitis and Anjaszky's disease are under 
control. Disease monitoring and surveillance plans as 
well as contingency plans have already been elaborat­
ed and are applied at central level and by every district. 

2. 7 The SR started quite early with the creation of 
national veterinary legislation on animal welfare, so 
that the present legal base can be stated as equivalent 
to that of the EU, but it must now take forward the 
application and enforcement of the technical stan­
dards for keeping animals as well as for the transport 
and slaughter of animals. 

2.8 The Veterinary public health sector monitors the 
situation of zoonosis carefully; about 15,000 human 
cases of salmonella and -560 cases of I ovoplasma 
infections were detected in 1996. Furthermore, the 
application of hygienic and technical standards as 
well as of the CP /HACCP principles on the involved 
food industry has already started. The residue mon­
itoring and sampling plan of the SR has been 
approved by the EC. More than 1 Mio samples are 
collected and the veterinary laboratories deliver 
more than 2.2 Mio individual results annually. Seri­
ous human health hazards concerning residues have 
not been detected. 



3. The Private Veterinary Sector 

3 .1 To associate all private and self-employed vet­
erinarians, the Chamber of Veterinary Surgeons 
was founded in 1992 by law as a self-governing 
professional regulatory body. About 960 members 
are registered with the Chamber. Besides their 
clinical services to animal owners, private veteri­
narians are involved in state animal health 
schemes and paid for clinical examinations, vacci­
nations, testing and sampling as well as for epi­
demiological supervision and movement control 
of livestock. 

3.2 The performance of a veterinary practice is 
subject to a licence issued by the SVA, following 
the hearing of the Chamber. The private veterinari­
ans are entitled to supply veterinary pharmaceuti­
cals and immunologicals to the farmers. The 
Chamber is an observer member of the Federation 
of Veterinarians of Europe (FVE). 

4. Agriculture - Livestock Sector 

4.1 The Central Breeding Institute holds a central 
register of holdings/herds in the SR. Generally, the 
register is accessible for veterinarians. However, 
there are difficulties in practice because of a lack of 
a communication network between the districts and 
the institute. Furthermore, modern geographical 
information systems on herd registering, electronic 
tracking of animal movements and passport control 
on cattle and horses are now under discussion and 
justify a review of the identification, registration 
and movement control system of the SR for its 
compliance with the EU req~irements. 

4.2 At present, the system will at least have to man­
age a domestic population of 850,000 cattle, 1.9 Mio 
pigs, 430,000 sheep and goats and 11,000 horses. 
The poultry population is estimated to be about 7 
Mio in big holdings. At present, there are about 
3,200 flocks on big holdings. 

4.3 The creation of a National Animal Health Trust 
fund is contained in the draft of the new veterinary 
care act. At present, compensation for disease erad­
ication measures (like slaughter) is paid to farmers 
only at a rate of 60% of the value of the animals. 
This has not encouraged farmers to notify of 
diseased animals. 

5. Sector of Industry under EU 
Veterinary Legislation 

5.1 In accordance with the EU veterinary acquis, the 
veterinary legislation of the SR will in future cover 
a vast range of industries. These industries handle, 
process or dispose of items of animal origin, either 
for human consumption or technical purposes or 
products for animals as feeding stuffs or pharma­
ceuticals. The industries will have to fulfil detailed 
hygienic and technical standards and to apply 
CP/HACCP concepts or good manufacturing/good 
laboratory practices for their daily operation and as 
part of their obligation on self-supervision. 

5.2 At present, about 13 meat plants and about 19 
dairy establishments have been approved according 
to EU standards. This is only representing a quarter 
of the former state-owned food companies. There­
fore it is obvious that further substantial investment 
is needed to upgrade the industries to comply with 
EU veterinary legislation. The dairy sector with con­
siderable capacity for foreign trade has probably the 
greatest need for urgent upgrade in order to keep its 
approval for export to the EU. 

6. Conclusion 

6.1 The SR has made significant progress in the cre­
ation of a national legal base consistent with the EU 
veterinary acquis. However, in terms of enforcement 
of the legislation, there needs to be a direct chain of 
command from the SVA down to the regional and 
district level in order to guarantee the uniform and 
homogeneous application of the veterinary acquis. 
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This is an essential point not only towards the erad­
ication of diseases but also in the view of applying 
standards on the industries which will otherwise 
lead to a distortion of competition or to deficiencies 
in the protection of consumers or animals. 
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Phare activities 
in the agricultural sector 

General Framework and Background38 

Phare Assistance in Slovak Republic was started in 
1992 (for the ex-Czechoslovakia) with the alloca­
tion of 1.0 MECU for the initial TA support for the 
food processing sector reform. An allocation of 3 
MECU of assistance was provided in 1993, which 
complemented the limited funding for preparatory 
activities, made available from the 1992 General 
Technical Assistance Facility. An allocation of 5 
MECU was provided in 1994, which covered both 
Agriculture and Land Registration. 

Between 1992 and 1996 the Slovak Republic has 
received a total of 5.6 MECU from Phare. In 1995 
the Phare programme consisted totally of 2.6 
MECU. The provision for Agriculture was 1.6 
MECU whereas the part for Land Registration 
amounted to 1 MECU. There was no agricultural 
tranche in 1996. The Phare contribution in 1997 
included an agriculture component of 4 MECU, so 
that in total between 1990-1997, 15.6 MECU was 
available (table 54). 

Specific Actions 

The 1993 Programme was used to establish a Poli­
cy Advisory Unit at the Ministry of Agriculture, to 
undertake policy review for 5 different food pro­
cessing sectors, to initiate institutional and busi­
ness development in agro-industries, to introduce 
food standards compatible with those of the EU 
and to implement a market price information sys-

tern. Its land registration component provided long­
term expertise, training and equipment for the dig­
italisation of maps in three pilot areas and the par­
tial implementation of a computerised survey and 
geodetic control network. 

The 1994 Programme was set up to complete and to 
reinforce the previous one. Its main objectives were: 
to develop private farming and competitive agro­
industries, to restructure the primary and secondary 
production sectors and to establish a property mar­
ket and privatise land by removing constraints to an 
effective registration and certification system of 
land ownership. In particular, the Land Registration 
was helping to modernise the district and regional 
offices of the Authority for Geodesy Cartography 
and land-register, and to develop land registration, 
information and sales systems. 

The 1995 Phare programme aimed at supporting the 
pre-accession projects in the field of agriculture. 
The activities are currently being implemented, the 
contracting phase finishing by the end of July 1998. 

The immediate objectives of the programme for the 
agricultural component focussed on four main lines: 

1. Extending and completing the reviews undertak­
en under 1993 and 1994 programme and to imple­
ment policy measures in order to support restructur­
ing of agricultural institutions of primary and sec­
ondary production sectors, on the basis of these 
reviews; 

Table 54: Phare Assistance to Agriculture and Land Registration (MECU} 

1990 
0 

1991 
0 

1992 

" The chapter on Phare activities was prepared by DG I A 

1993 
3 

1994 
5 

1995 
2.6 

1996 
0 

1997 
4 
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2. Technical and equipment assistance were provid­
ed to implement the harmonisation, in particular 
concerning plant protection, phytosanitary diagnosis 
and monitoring infrastructure (laboratories and bor­
der crossing testing facilities), quality control and 
food standard, animal health and quality control; 

3. Further support to land registration, identification 
and registration of the ownership rights, consolida­
tion of private land holding in the farm sector, mod­
ernisation of the record keeping facilities in the 
Land Offices and training of its staff; 

4. Further technical assistance to the agriculture 
Programme Management Unit to transfer the neces­
sary skills and knowledge necessary for the project 
management. 

Phare Assistance for Land Registration was provid­
ed on the basis of an existing National land-register 
management structure in which the land-register 
authority was the central controlling authority 
responsible for consistency and quality. 

The programme is a continuation of the Phare 
assistance extended to the Geodesy, Cartography 
and land-register Authority (GCCA) within the 
budgetary years 1993 and 1994. 

Aiming at institution building of the land-register 
authority, developing the real property market and 
supporting the land privatisation in the pre-acces­
sion phase, this programme concentrates on the 
improvement of land registration and land-register 
operations in the new conditions resulting from 
the recent reform of the state administration in the 
Slovak Republic. 

It includes two main projects: 
• technical assistance and training for the strategic 

development of national land-register policy, 
including land administration, policy formula­
tion and system design in the pre-accession 
phase; 
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• equipment supply and aerial photography con­
centrating on the completion of the first stage of 
the modernisation of the land-register, reinforce­
ment of the methodological control of the land­
register through electronic connection and update 
with the central database. 

The 1997 Phare Sector Operational Programme's 
wider objective for the agricultural sector was to 
assist the Ministry of Agriculture during the pre­
accession period, to develop strategies, policies, 
institutional framework and infrastructure to pre­
pare the country for the adoption of the acquis 
communautaire in the field of agriculture. 

The programme is currently being implemented. 
Institutional Support and Policy Advice will finance 
the continuation of Technical Assistance providing a 
highly qualified team of experts to advise on policy 
and organisational issues including the needs for 
qualification, training staff on CAP and study visits. 

Part of the funds will be used to strengthen the 
institutional framework and to implement the Gov­
ernment forestry policy, mainly in the area of the 
non-state forestry sector. 

Technical harmonisation of the Slovak phytosanitary 
and veterinary infrastructure has been designed to 
improve and modernise phytosanitary and veterinary 
diagnosis and monitoring and food quality assess­
ment to implement the EU legislation. The greater 
part of the funds is foreseen for the modernisation of 
existing technical infrastructure (border crossing 
points). 

Development of the Agricultural Extension Services 
is a continuation of the previous activities funded by 
Phare under the 1993 and 1994 programmes. 

The Rural Development Programme is the imple­
mentation of a feasibility study funded under the 
1995 Programme. Technical and Financial assis­
tance is provided, as a pilot activity, to establish a 



transparent funding mechanism of rural develop­
ment activities based on the principles and criteria 
used in the Structural Funds managed in the EU. 
The project aims at a balanced sustainable develop­
ment of the rural areas, from an economic, social 
and cultural point of view. 

Food sector adjustment and modernisation is a logi­
cal follow up activity of the previous projects fund­
ed out of the 1992 and 1994 programmes. It pro­
vides technical assistance: 1) to develop sound 
enterprise strategies for implementation of the EU 
food standards and regulations; 2) t9 propose and to 
assist with development of the wholesale market for 
food products. 

As this country report was in the process of being 
finalised, the 1998 PHARE Programming activities 
were well underway. 

The Phare programme is the main financial instru­
ment of the reinforced pre-accession strategy as it 
was set out in the Agenda 2000. The Phare assis­
tance focuses on the adoption of the Community 
acquis in particular on the priorities identified in the 
Accession Partnership and in the National 
Programme for the Adoption of the acquis. 

On the basis of the Accession Partnership, the short 
and medium priorities for agriculture include rein­
forcement of phytosanitary and veterinary adminis­
trations, particularly as regards facilities at external 
borders, the setting up of structures needed for 
regional and structural policy, alignment with the 
agricultural acquis and attention to environmental 
aspects of agriculture and biodiversity. 

Furthermore, they include development of the 
capacity to implement and enforce the CAP, in par­
ticular the fundamental management mechanisms 
and administrative structures to monitor the agricul­
tural markets and implement structural and rural 
development measures, adoption and implementa­
tion of the veterinary and phytosanitary require-

ments, upgrading of certain food processing estab­
lishments, testing and diagnostic facilities as well as 
restructuring of the agri-food sector. 
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