SLOVAK UNIVERSITY OF AGRICULTURE IN NITRA

FACULTY OF ECONOMICS AND MANAGEMENT
1128655

GLOBALIZATION AND FOREIGN DIRECT INVESTMENT IN
THE SLOVAK REPUBLIC

2010 Samuel Domian



SLOVAK UNIVERSITY OF AGRICULTURE IN NITRA
FACULTY OF ECONOMICS AND MANAGEMENT

GLOBALIZATION AND FOREIGN DIRECT INVESTMENT
IN THE SLOVAK REPUBLIC

Bachelor Thesis

International business with agrarian

Study Program: N

commodities
Branch of Study: 3.3.17 International Economica®ehs
Department: Department of Economics
Supervisor: doc. Ing. Artan Qineti, PhD.

2010 Samuel Domian



Declaration of Originality

I, the undersigned Samuel Domian, solemnly declaaethe thesis “Globalization
and FDI in the Slovak Republic* is a result of myroindependent research and was
written solely by me using the literature and reses listed in Bibliography.
| am aware of legal consequences in case the dateoatrue and correct to the best of my

knowledge.

Nitra, May 14, 2010
Samuel Domian



| would like to thank my supervisor doc. Ing. Art®ineti, PhD. for his help and
support during the writing of my thesis.

Nitra, May 14, 2010
Samuel Domian



Abstrakt

Tato praca podava hlbSi gald do problematiky globalizacie a suviacej témy
priamych zahragnych investicii. Zameriava sa vSeobecny ljaoh globalizanych
procesov a vyznam pojmu globalizacie samotnej. \diex polovica prace bola venovana
problematike priamych zahra&miych investicii na domacom trhu v Slovenskej rejebl
podmienkach a faktoroch ktoré prispievaju kKsi@mu zaujmu zahramych investorov
atak v#&Sej Sance zisKainvesticie samotné. Vk4 cagd’ prace je kladend aj na
zahranénych investorov, ktory sa uz usadili na Slovenslku svojimi dcérskymi
spolanog’ami, rozdelenie priamych zahranych investicii z réznych krajin do roaiiych
odvetvi hospodarstva a priemyslu, rozdelenie pr@myahraninych investicii do
jednotlivych regionov Slovenska a rozdelenie priemyahraninych investicii poth
krajiny pbévodu. Posledn&ag’ prace poukazuje na efekty hospodarstva Slovenskej

republiky spdsobené priamymi zahr&aymi investiciami.

Kruacové slova:Globalizacia, priame zahramié investicie, interdependencia, vyvoj



Abstract

This work takes deeper look at the problem of diabtion and related topic of
direct foreign investments. It focuses on the gainelew of globalization processes, the
meaning of the concept of globalization itself. Maohan half of the work is devoted to the
issue of direct foreign investments related to detmendustry in the Slovak republic, the
conditions and factors which contribute to largeeiest of foreign investors and therefore
higher possibility of gaining the investment itse big attention is paid to foreign
investors that have already settled down their soipanies in Slovakia, distribution of
foreign direct investments from several differeotiatries to various branches of domestic
industry, distribution of foreign directed investmi® to single regions of Slovakia and
distribution of foreign direct investment accordit@ country of origin. Last part of the
thesis shows the effect on various sectors of aogrin Slovakia caused by foreign direct

investment.

Keywords: Globalization, foreign direct investment, interdegence, development
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Introduction

Globalization is a phenomenon, which is among tlstnopical issues discussed
in the modern society. Thanks to globalization qla&net “is constantly becoming
smaller”. We can observe rapid growth of several beanches of business, divisions or
specializations as an impact of globalization.

We have got used to live in the times of globalatand we count with it
subconsciously. It influences environment, rateieémployment, inflation, taxes, prices,
survival of extinction of various species, themastt“feed” Multi Media, topics of
magazines, books, films, lifestyle, our consciond @eas of future.

Modern transportation has made world even smallew highways, railroads and
air transportation shortened time and distance é@&twountries. New technologies make
their way to furthermost corners of the world. Tlsisortening of distances and the
movement of people founded basic conditions fotemporary global exchange of assets,
capital, money and services.

Globalization is closely connected with the topioncerning multinational
organizations, multinational investors and largepocations and their spread to all over
the world. This problem is related especially wile direct foreign investments to single
countries and its impact on the both domestic andrmational market. In the Slovak
Republic, obstacles for direct foreign investmears constantly disappearing and we are
witnesses of gradual growth of foreign capitalomfl

Not only foreign investment, but investments imgal represent one of the most
important factors of economical growth of countndahey comprise significant part of
GDP. Foreign direct investments represent additiexiernal sources, which can be added
to domestic investments to ensure faster growthG@fP. Foreign investments can
contribute to various sectors of economy, e.g.béistament of infrastructure, refreshment
of trade and development of industry and agriceltareation of new job opportunities and
rise in stability of economy.

Contemporary, foreign direct investments represgaitatively the highest level
of international cooperation.

The most significant exporter of capital aftéf' fvorld war was Great Britain,
France and USA. After 50ties, flow of capital beeastronger among industrial developed
countries. In the 90ties, multinational companiamed status of the most important factor
for growth of world economy. Multinational compasiedispose with the latest
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technologies, modern methods how to manage labethods of organizing and large
means of research and development. All these fadtdluence attractiveness for other
countries. Demand for capital and also demand degign investments on international
financial market constantly grows. On the edge @t and 2% century, the main feature
characteristic for world economy is internatioriairf of capital.

Foreign direct investments create 20% of world GB&ually, the most attractive
countries for FDI are China and India.

FDI directly influences GDP, but also indirectly bhanging conditions of trade.
FDI develop pressure to improve business environnae well-developed business
environment then lures other FDI.

Bachelor work is focused on the evaluation of Rl its condition in the Slovak
Republic. The work comprises of various views ofl KHDSlovakia, its development, origin
and distribution.
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1. Literature review

1.1Developement and theoretical definition of concepif globalization

Globalization is contemporary one of the most talicssues from all speres of
sciense and development like economics, politicdtl f futurology and social sciences.
Different opinions arise among different developmeh globalization owning to its

influence on social development of various societes

Globalization is not a new phenomenon and it alyestdrted after afterwar years in

three waves going one after each otbar(is, 200):

- internacionalization of trade, which was in 50smg faster than production

- transnacionalization of capital flows, which fro®'8grew much faster than trade

- globalization of informational flows, which nowadagrow much faster than trade
and capital

We could observe apparent specific characteristi¢sst wave of globalization in
the last century before the first world war an@véts characteristic by colonial integration
and advantageous liberalization for metropolises famctioning golden standard which
were the main reasons of relatively high level whbglization of world economy, when
roughly 90% of world population lived in the spheeconvertible currencies. The first
and the second world war deeply disrupted achideedl of globalization of world
economy, which disbanded into two parts- capitalishd socialistic and in the same time
disintegration of colonial system and redistribatad spheres of influence among the most
powerful nations started.

The golden standard collapsed which meant the étitecexistence of convertible
currencies and under the influence of cyclicalegiprotectionism started to escalade.

In some socialistic countries under the influenteemtrally bureaucratic planning, there
even came to significant autarkical and isolanibmisendencies. The result of these

processes was deep desintegratiSik(la, 1997
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In his won publication, Hykish tries to analyze lghdization. He divided this
phenomenon into following grougsykish, 2007):

- overcoming obstacles of world trade, liberalizateamd deregulation, activity of
WTO

- internacionalization(globalization) of manufacturgrowth of foreign direct
investment

- globalization of financial flows, monetary econoroyeation of virtual economy

- global concentration of capital, growth of fusiondaacquisitions, merging of
financial institutions, financial conglomerates, tiates of world financial

institutions(International monetary fund and therl@ank)

The concept of globalization, globalistic and globeeant in last decade, whether
evaluated positively or negatively,”magic word” fexplaining macroeconomic successes
or failures justifying need for changes. In thidatenship, there are often discussed
question like what is the role of a state or insiiins, national economy, what does a
globalization mean for society nowadays, for firmimdividual and his or her ego. The
influence of globalization forces theorists to refolate some of the basic postulates of
traditional economy theory, which with spreadinglgllization losses original and gains
new meanings.

Schanbel also argues, that globalization of woclothemy is based on the specific form of
institutional organization of these economies, Whace actually its wearers, however we
can make differentiated conclusion according ta@dascrete manifestation. Although each
market economy has its own specific institutioretéires in common. On the other hand
there are included some features, which enablesoates to be relevant with developed
nations and enlarge their ability to create inteioealized economic
relationship.Shnabel, 200)

Except positive, there are also negative aspectgabfalization and its influence
and consequences on world economy. For exampleydhrexpansion of multinational
organizations, globalization changes formulas fmnstimption in almost all countries in
the world. As the result of liberalization of goodsd capital flows, the most powerful
enterprises win all over the world. Smaller Natiograterprises, which production structure

copy national culture and consumption, vanish. @Qomgion unifies and national specific
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features of smaller nations in both domestic andifm consumption decreases rapidly.
This phenomenon is taken for as one of the mostoitapt negative aspects of
globalization. Lipkova highlights, that only econioailly developed nations have benefit
from this globalization and the situation of wodsveloped nations even goes worse due

to the changes of structure in world trade econéiripkova, 2000

Globalization is characterised as rational andnogitiexploitation of disposable
natural and human resources in context of worldwedenomy together with effort to
dismantle, if its possible, all obstacles of fremvs of capital. Globalization is motivated
economically and it can be understood as econonmeaitability. Its consequences hardly
influence economical, political, social, culturahvironmental and other spheres. Mainly
in the case of smaller states, globalization melnest threat of national interest which are

related on calculation of transnational speculataital.(Svatos, 200D

Globalization is decision making or dynamising ofernational trade and also
international competition. He also points at thet,féhat in recent years, we could observe
growing dynamism of international trade(more andenmuntries are interested in doing
business internationally). Big enterprises of beimgf countries try to enlarge their activity
on markets of less benefiting countries and theseoa the other hand opened to expand
their markets for businesses and investments at Wemogenization of needs and
growing number of demanders and intermediarieseafiahd in the world also contribute
to globalization.(Meffert, 1996 )

1.2 Foreign Direct Investment

Many early trade theories were created at a timenwhost production factors(such
as labor, financial capital, capital equipment, i or natural resources) either could not
be moved or could not be moved easily across matimorders. But today, all of the above
except land are internationally mobile. In facgquities in the distribution of these among
countries often propel resources toward those cmsmivhere scarcity exists. Companies
can easily finance expansion from internationaricial institutions and whole factories
can be picked up and moved to another country. Ealwur is more mobile than in years
past, although many barriers restrict the comptatbility of labour.

13



Foreign direct investment(FDI) is the purchase of physical assets or a significant
amount of the ownership (stock) of a company intlagocountry to gain a measure of
management control. Thus, at the core of foreigectlinvestment are international flows
of capital. But there is a wide disagreement ontwéhactly constitutes foreign direct
investment. Nations set different thresholds atclihey classify an international capital
flow as FDI. Most government set the threshold ratwanere from 10 to 25 percent of
stock ownership in a company abroad- the U.S. Camen®epartment sets it at 10
percent. In contrast, an investment that doesmatve obtaining a degree of control in a

company is called portfolio investment.

International loans, which belong to the area dérimational capital flow are
relatively simple transactions in which lenderssablrrowers to repay loans and nothing
more. The important part of international capitiawf takes other form- foreign direct
investment. Under foreign direct investment we #thainderstand international capital
flow, in which firm from one country creates or hden affiliate in another country.
Crucial and distinguishing feature of foreign diréavestment is that, it does not only
include transfer of resources but also assurancerdfol over business. Affiliate or home
firm does not have only financial responsibilityrds home enterprise but is a part of the
same organizational structure. The main aim ofiforedirect investment is to enable
forming of multinational enterprises- primar objeetis extension of controliKrugman,
1997)

International monetary fund defines foreign direct investment as follows:

- foreign direct investment reflects permanent irged residential subject of one
country(direct investor) in residential subjeciotiier country(enterprise with direct
foreign investment), it includes all transactionad®a between direct investor and
an enterprise with foreign direct investment. e first transaction as well as all

following transactions between them.
Foreign direct investment are not only flow of ficg&al means, but also flow of

management, experience, business secret, technalghgy to use trademark, know-how,

marketing strategies and so on.
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In terms of some conditions direct foreign investinean be exchanged by de-
investment. It occurs when a company looses cotygetidvantage(ownership) in relation
to other firms active in host country and also &sigh profitability. Political and
economic changes in host country can cause looggir which is guaranteed by foreign
direct investment, to be inviable. De- investmeartsthan topical in those situations, when
conditions, which lead to foreign direct investmestopped to be active. In final decision
making about foreign direct investment, whole casmpf factors like rentability of a firm,
profit, costs, unemployment and politics of hostriy have to be taken into account.

( Balaz, 200}

Positive effect from export of capital cannot baleated only from one side- from
viewpoint of exporter achieving additional profitoreign capital behaves like additional
external source of economic growth also in the tguof importer. According to the
volume of foreign capital, which is situated in thest country, a portion of its growth of
economic potential can be important. Notable exangblinfiltration of foreign capital is
Canada, where political system is artificial bytéacthat 50% of whole property belongs
to foreign investors, especially American ones. tocountries with lower economic
potential are highly dependent on foreign investBrem the viewpoint of volume, capital
outflow can be defined as follows:

- direct foreign investment

- portfolio investment

To distinguish between direct and indirect(portplinvestments in practise, we
use mostly empirically argues borders between 2@-25% capital of foreign participant.
More important criterion is whether given subjeafiuences given enterprise or not. In
most cases, there is only a small portion, witchbées to control enterprise efficiently and
, Vice versa sometimes not even a 10% portion dagnarantee adequate influence in
enterprise. Direct foreign investment means digagital investment in abroad and it is
typically linked with the flow of unprejudiced elemts of manufacture. On the other hand
we should not think only about material flow of tapinto abroad by exporting direct
foreign foreign investment into other countriesrétgn investors can overdrawn exchange
means to the country of recipient and they can alsp there appropriate devices for
manufacture.Nichnik, 1998)
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National Bank of the Slovak Republicclaims, that foreign direct investment
represents deposit of financial means of finangielaluated values(non-financial deposit)
of home country in one economy to society with desce in other country in another
economy and this deposit should represent at [H%t of foreign investment or voting
rights. Foreign firect investment can be also avigion of financial interest by investor
into given enterprise only if investor is its busss partner or investor can make a deal
with the receiver of this interest about a portfoom distribution of a profit. Investing
from a profit gained from foreign direct investmeéatthe same investment is also direct

investment.

Foreign direct investments are created when emgerpn one country(home
enterprise) creates or expands an affiliate in terotountry while home country has a

control over this affiliate.Pokriv ¢ak)

Foreign direct investments are the most effectivenf of foreign capital. She
defines it as investment, by which investor is aguaranteed a portion of ownership and
control of another concrete organization situatechost country. Apart from portfolio
investment, direct foreign investment enters alsmufiacture, trade or services spheres of

concrete economy-pskova, 1998

A home company has advantage over foreign compadyt@ overcome natural
advantages of domestic environment company comiog fabroad has to have other
advantage, which naturally consist in technique @etinology. A company has to be not
only able to create higher profit in abroad thamnl@mestic company, but the profit gained
from abroad needs to be higher than profit of camgsin their domestic markets.(
Hymer, 1976)

1.2.1 Globalization and FDI

In the 1980s old barriers to trade were not baeduced and new, creative
barriers seemed to be popping up in many natiomis. @resented a problem for companies
that were trying to export their products to maskatound the world. This resulted in a
wave of FDI as many companies entered promisingketarto get around growing trade

barriers. But then the Uruguay Round of GATT negjains created renewed
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determination to further reduce barriers to trake countries lowered their trade barriers,
companies realized that they could now produceh& most efficient and productive
locations around the world, and simply export teithmarkets worldwide. This set off
another wave of FDI flows into low-cost newly inthislized and emerging nations
worldwide- one that continues today. Therefore, firees that are causing globalization
to occur are part of the reason for growth inifpmedirect investment.

Increasing globalization is also causing a growmgnber of international
companies from emerging markets to undertake FDF. €&ample, companies from
Taiwan began investing heavily in other nationthm mid-1980s. Acer, head quartered in
Singapore but founded in Taiwan, manufactures pats@omputers and computer
components. Just 20 year after it opened for basjn&cer had spawned 10 subsidiaries

worldwide and became the dominant industry plagenany emerging markets.

1.2.2 Mergers and Acquisitions, Entrepreneurs and i8all businesses

The number of mergers and Acquisitions (M&A) ahdit exploding values also
underline the growth in foreign direct investmeoins. Throughout the 1980s and 1990s,
all M&A activity (domestic and international) great 42 percent annually, numbering
more than 26,000 per year at the end of the 1990sr that period of time, the value of all
M&A activity as a share of GDP rose from 0.3 petden8 percent. In fact, cross-border
M&A increased 35 percent in 1999, reaching $7200abilin over 6,000 deals. The total
value of cross-border M&A activity is expected teerabove the $1 trillion mark in the
near future. The power of the largest multinatisrsgdems to be multiplying every year.
The largest deal ever was the $203 billion takeamfeMannesmann of Germany by
Vodafone Group of Britain. Their growing confideniseapparent in the comments of an
executive during a meeting over the merger of TlexgeGroup and Citicorp. At one point
in the merger talks, a director apparently askedjthestion:”"Can anyone stop us?” After a
brief silence, someone replied, “NATO”. Such coefide is fueling he continuation of all
of the following:

- Get a foothold in a new geographic market
- Increase a firm’s global competitiveness
- Fill gaps in companies’ product lines in a globalustry

- Reduce costs in areas such as research and deeslpgroduction, or distribution
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But large global companies and the mergers anduisyoccurring among them
do not comprise all foreign direct investment. Epteneurs and small businesses also play

important roles in the expansion of FDI flows.

Data does not exist that specifically states theign of world wide FDI that is
contributed by entrepreneurs and small businedsagertheless, we know from anecdotal
evidence that these companies are engaged in FDI.

Consider the case of Brian Bowen and a few adveus buddies from Perry,
Georgia. When Uzbekistan opened its borders tosinvent in the 1990s, Bowen and five
fellow entrepreneurial friends took their savingsdavent in to set up cellular phone
service in Tashkent, Uzbekistan. Tashkent was dlersrely leveled by an earthquake in
1966 and the surviving landline telephone serviatesl from the 1920s. But today, the
country would shut down without the cellular seeviprovided by Bowen’s company,
international Communication Group (ICG). Bowen dnisl friends share ownership of the
company with the Uzbekistan government. Bowen aslthit the arrangement did present
some difficulties: “I don’'t have any dealing withhe KGB, the mafia, or the family
connections in the bureaucracy here.” In additionlearning the ins and outs of the
government bureaucracy, Bowen has learned to esemmeat, drink vodka toasts, and
enjoyed plov(dish of pilaf rice and mutton). The company ha80®@, subscribers, 240
employees, and could be worth as much as $100omilly some industry estimates.
Unhindered by many of the constraints of a largemgany, entrepreneurs investing in
other markets often demonstrate an inspiring carsgiot mixed with ingenuity and

bravado.
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2. Objectives

The main objective of bachelor work was to giveegrated information about the
global flows and their influence on the Slovak relpuiand about the condition and onward
development of foreign direct investment in Slo@akivork was focused at deeper look
into single regions of Slovakia and condition ofIRD each region, branches of industry
where FDI flow into, countries from which FDI comisem into Slovakia and last but not
least bachelor work describes how FDI influencet lcmauntry, in this case the Slovak

republic.

In accordance with the main goal of the bachelorkwvas to formulate following

partial goals:

In the first part, bachelor work focuses on theaapt of globalization, influence of

globalization on Slovak economy and characteriizedavelopment in two waves.

In the second part, bachelor work provides integtatiew about how did FDI
develope from 2000 to the year 2007. Work numdsicahd graphically shows the
development of FDI in the Slovak republic from 1993

The third part describes three views of FDI inv@kia. The first view is about
contemporary condition of FDI in single regionsSibvakia. Another view compares the
level of FDI according to single branches of indysin which FDI flow to. The third part

of this issue is analysis of FDI from country oigim.
The fourth and the last part aims at evaluatiomfdfience of FDI on host country

in various sectors of economy like employment, agermonth salary, national income

and economic growth and account balance.
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3. Materials and Methods

The methodology was chosen according to the gothleofvork. It was necessary to
gather information from various sources, like hieire, internet or the press, to write
bachelor work. By writing the work, information veegained mainly from material of the
Statistical Office of the Slovak Republic, Ministof Finance, Ministry of Economy,
National bank of Slovakia and last but not leaatistical agency SARIO.

The object of bachelor work was to characterizedtncept of Globalization ant its
influence on Slovakia and analysis of FDI, its dand and impact on the Slovak

Republic.

In the work, view on the FDI is characterized adawg to single regions, branches
of industry and also country of origin. From theswi of time, work analyses statistic
values from years 2000 to 2007 and describes imgfaéDI on the host country and on

single sectors of economy.

By elaborating the bachelor work, following prog@gas chosen in accordance with

the aim of the thesis:

choice of the theme of bachelor work
finding up sources and accessible information

study of both Slovak and foreign literature

YV V VYV V

analysis, comparison, synthesis and graphical septation of information about
the inflows of FDI into the Slovak Republic
» chosen economic indicators were gathered and formedraphs and tables
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4. Results and Discussion

4.1 Global flows and their influence on Slovak ecamy

Global economy expects free trade by creating lecuaditions, which in
the are of trade exist within national economiedio of foreign investment joined with
technological development is one way of exposaglobalization. This phenomenon is
often considered as tangible side of globalizat@ammercial data confirms, that global
economy makes itself felt through regionalizatianthiree main commercial blocks- EU,
ASEAN and NAFTA.

In the last decade in the Europe, there were al®@st0 % from all commercial
flows made in the European Union. Foreign diregestment expresses also consolidation
of these global regions. On the other side, “inifaled globalization is represented by
internationalization of flows of information anddwledge.

We distinguish these intangible flows:
» Financial flows, flows of mediator services amongmpanies strengthen by
deregulation of markets all over the world
» Formal international cooperation in terms of commoompanies, strategic
alliances and common research
> Flows of global knowledge in scientific communitesd flows through media
» Transfer of knowledge through major mobility of p@mns and au pair intership in

industry, politics, science and culture

Main premise of favorable economic growth is acclation of capital, we can talk
about new investments, growth of turn-over and n@wof investment.

The most important form of international trade andesting are foreign direct
investment, which contribute to the economic groatter II. World War. They became
one of the most efficient tools of providing helpdaregeneration to destroyed economies
after war to many countries.

International investments are one of the main toelkich influence mutual
relationship among countries. The majority of inaesnts are made by multi-national
corporations in private ownership. Multi-nationalrjgoration raised their turn-over in last
decades to such extensions, that they became dssintiulti-national economic giants.
Big part of investments, marked as “foreign tradetepresented by flows of goods and
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capital within global organized companies. The airthese corporate strategies was to
raise profit on the whole chain made from singlgga

Inflow of foreign direct investment into Slovakiasplayed crucial role in recent
years. Positive aspects are represented both de teend payment balance sheet in
Slovakia, because organizations with foreign caphiare are pro-exported oriented.

Important investors for Slovakia are mainly HollarGerman and Austria. There
are companies with German share of capital, eayedkké telekomunikacie, Volkswagen,
Metro, lkea, Matador, Slovak internacional and ath&vith Dutch capital share like U.S.
Steel, Union, UPC, Nationale- Nederlanden, Heingk®ota- Cola, Carefour, Alcatel and
others and companies with Austria capital shar® RECP Ruzomberok, Siemens, Zentiva

Hlohovec, Uniqua, Kooperativa, Billa and others.

The second wave of globalization is characterizgdransfer of qualified labor
force in service sector to low-costs countries. Aoam, Japanese and Western Europe
companies mainly from technological sector tramafaarious service and development
centers into regions with lower costs. Slovakia &dmsg chance to engage and profit from
this process, which can be denoted as one of thet significant trend of actual global
economy. First projects of this type already exitominent global companies created
commercial and development centers in Bratislavachvexport their services into abroad.
By these actions, hundreds of new job opportunitvese created and these companies
export services with valued added than industrradpction companies. The inflow of
these companies reposes due to good geographiatiole and accessible cheap but
qualified labor forcgValasek, 2003)

4.2 Contemporary development and position of FDI inthe Slovak

Republic

Since 1989, the Slovak republic as many other @mics in central and eastern
Europe has gone through the process of transfamabt market economy. The Slovak
republic is relatively small country and does nisppdse with sufficient quantity of capital

and so is dependent on flows of foreign direct streent.
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The inflow of foreign investments into the Slovedpublic started in the early
90ies in terms of foreign direct investment buttiiemd of growth was only very low.

Its dynamics has showed itself fully after yealO@0The main reasons for
disinterest were considered mainly political indigh negative attitude of Slovakia
towards abroad and too little active business enwirent. The perception of Slovakia has
rapidly changed after entering NATO followed byrgrib the EU.

Figure n.1 FDI in Slovakia 1993-2007

Foreign Direct investment in Slovakia 1993-2007
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Source: SARIO, own work

As we can see in the graph n.1, the developmefdreign direct investment in
the Slovak republic to the year 2000 had only sligdowth and Slovakia was behind all
other surrounding countries.

After year 2000, the inflow started to get raprwth. In accordance with the
provisions and regulations of government, new ageatied SAPARD was founded. The
main goal of this institution was to support allefmtering arrangements for the
development of agriculture and country-side in ¢dai@ countries. Slovakia had in year
2000 inflow of foreign direct capital in total 8D,inld Sk.

Important steps for achieving this result was nyaprivatization of the Slovak

telecommunications by the corporation Deutche Tetecsale of major share of refinery
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Slovanft MOL GROUP, entry of Neusiedler to SCP &uberok and payment from US
Steel KoSice for metallurgy core VSZ KoSice.

In 2001 foreign direct investment presented 5@ Sk. Majority of these
investment were from privatization, concretely ptization of the Slovenska Spotii@
by austrian Erste Bank and VUB by italian grougé$at Grupo Bci.

In year 2002, Slovakia noticed the highest inflai@oreign direct investment and
its value was 185,594 mld Sk. The major part wasragreated mainly from privatization.
In this year, privatization took place in Zapadesiosska energetika, Slovensky
plynarensky priemysel, Slovenska paigia, Transpetrol and also sale of Stredoslovenska
energetika. From other projects, there were investminto DELL Computers in
Bratislava, SAMSUNG Electronics in Galanta, BACOUAID.OU in Partizanske,
SIEMENS AUTOMOTIVE in Michalovce, HOLCIM in Rohozkiand many others.

The year 2003 was presented by the end of bigatations and this meant
significant cut of foreign direct investment. Onetlother hand, in comparison of
privatization and non-privatization investment, naticed a growth of non-privatization
ones. The biggest investment was PEUGEOUT CITRQENrnava. Till 2003, the entry
of this concern represented the highest investnmetite history of Slovakia. The agency
SARIO contributed to realization of another 24 isiveent activities as e.g. OSRAM
Slovakia in Nové Zamky, TESCO Stores in Bratisla@&@NOCO PHILIPS in Bratislava,
LEONI AUTOKABEL in Trentin and many others. The total value of foreign atire
investment achieved the high of 38,97 mid Sk.

In 2004, Slovakia gained foreign direct investmientotal of 33,02 mld Sk. The
most important investment in this year was the stment of west-korean automobile
company KIA, which began to build its factory inida(active since 2006).

Total gains from foreign direct investment in y@@05 represents sum of 20,12
mld Sk. Negative aspect in the field of foreigredirinvestment was, that Slovakia lost the
producer of tyres Hankook Tire and also the prodo€eargo truck from Germany MAN,
and the investment of PSA into factory Peugeotro€it in Trnava in total of 13,5 mid Sk
was concerned as another negative aspect. Theprgystt were realized in the machine
industry. Concerned the country of origin, majoggme from Germany. Among the most
important foreign direct investment realized instlyear were e.g. VISTEON in Nitra,
VALEO in KoSice, JOHNSON CONTROLS in Tr&im, DECODOM in Top&cany, SCA

Hygiene Holding in Gemerska Hborka and others.
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In 2006 the inflow of foreign direct investmentanSlovakia achieved value of
57,703 mld Sk. In comparison with other years, wala observe 2,5 multiple growth. The
major part which caused direct foreign investmentise was corporate sector, which
gained inflow of foreign direct investment in valae58,159 mld. Sk. On the other side,
banking sector showed up decline in volume of itmesit in value of 456mil. Sk.

In 2007, Slovakia gained foreign direct investmaith value of 27, 359 mid. Sk.
The major part which caused direct foreign investinie rise was again corporate sector,
which gained inflow of foreign direct investmentvalue of 17,393 mld. Sk. Despite year
2006,in 2007 banking sector showed up rapid grofnim decline of 456mil. SK to
growth of 9, 966 mid. Sk.

The Biggest investor in the Slovak republic wadyltwith investments of 31,724
mlid. Sk . This success was achieved when at theokigril 2006, Italian Enel entered
Slovenské elektrarne as 66% share holder. Eneldp@$emil. € for the majority pack of
shares. The second largest investor was Austrignwih 2007 total inflow represented
value of 8,820 mld.Sk and also in 2006 with inwestt of 7,973mld. Sk, third Korea with
the volume of investment of 7,884 mld. Sk, followeg Germany, Cyprus and Czech

republic.

From the territorial point of view, the majority mvestments came to Bratislava
region, where in 2006 investment from acquisitiohmajor share of Slovenské elektrarne
represented 42,525 mld. Sk. This trend was folloaled next year 2007 when Bratislava
region was again the most attractive and valuaitdw of foreign direct investment was
18,529 mld.Sk. Next most attractive region for fgneinvestors was Tre&im region with
value of 6,4 mld. Sk in 2007 and in 2006 2,493 k. Zilina region was quite successful
in 2006 when with investment of 7,711 mld.Sk an@l3, mid. Sk in 2007, which meant
the position of the third most attractive regionSlovakia. Next are Trnava region with
1,553 in 2006 and 632 mil. Sk in 2007, KoSice ragmth 1,164 mld. Sk in 2006 and 632
mil. Sk in 2007. Next are Nitra region with amowfito87mil. Sk in 2006 and 425 mil.Sk
in 2007, BanskaBystrica region showed up investmanamount of 845 mil. Sk in 2006
and outflow of 787 mil. Sk in 2007. Again the regmith the lowest volume of investment
was PreSov region where direct foreign investmerd06 represented value of 435 mil.
Sk and outflow of 1,499 mld. Sk in 2007.
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To the end of year 2007 the volume of foreign diiavestment into the Slovak
republic achieved value of 782,092 mid. Sk. From #mount 674,500 mid. Sk aimed to
corporate sector and 107,592 mid. Sk to BankimtpseThe biggest investor in Slovakia
is Holland with the amount of 225,656 mld. Sk faled by Germany with the amount of
127,700 mld. Sk and Austria with the amount of 228, mld. Sk. From the regional point
of view, the biggest share of foreign direct invesnt aimed into Bratislava region with
total amount of 529,129 mid. Sk. Next is KoSicgioa with investment in volume of
68,659 mid. Sk and Trnava region with amount ofL63, mld.Sk. From the total direct
foreign investment , 318,555 mld. Sk aimed to thenufacturing industry, 153,378 mld.
Sk into Electricity, gas a water supply and 144,84d. Sk into Financial intermediation.

In year 2007, 65 new investors came to Slovakig thimough SARIO and they
brought investment projects with total volume dd7énil. € and created over 11000 new
job opportunities. When it comes to the numberrofget gained to each region, first 3 are
Nitra region with 13 granted projects, Bratislaegion and Tre&in region both with 11
and Zilina region with 9 granted projects. Amongieas industries, first place belongs to
automobile industry with 14 granted projects, ctengiwith 9 and IT technologies with 9
also. The majority of investors came from Germdt$;-USA 15 and 10 from ltaly.

4.3 Comparison of particular regions of the Slovalkepublic

Differences among economical levels between simgfgons of Slovakia are
higher and also lower. Direct Foreign Investmerg ane of the tools of the economy,
which should equal these differences. In histdmgré did not exist any of the tools which
could determine flow of investment into less depeld regions with lower economical
level. Basically, it was enough for state to gamiravestment itself and allocation of these
investment was not so important. From the invegtant of view, it was sufficient to have

investment close to industrial centers.
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Table n.1 FDI in single regions of the Slovak rdputo 31.12.2007

Development of FDI in Slovakia to 31.12.2007

mil. Sk %
Distribution according to
regions
Bratislava region 529 129 67,7
KoSice region 68 659 8,8
Trnava region 54 163 6,9
Zilina region 47 831 6,1
Trercin region 36 238 4,6
Nitra region 24 205 3.1
Banskéa Bystrica region 15 203 19
PreSov region 6 664 0,9
Sum 782 092 100,0

Source: SARIO, own work

Figure n.2 FDI in single regions of the Slovak rgjputo 31.12.2007
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Bratislava region

The biggest share of direct foreign investment imas long term Bratislava

region in amount of 67,7% from total volume of dirdoreign investment. Captial
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cumulates there, where its valorization is the &ggh Main reasons are relatively
developed infrastructure, very good location wilgard to abroad. Despite other regions,
there is higher purchasing power of population Whi also why new supermarkets and
shopping malls are being built. On one side, themufficient qualified labour force also
as results of the high number of universities andtlee other side also for long term
cumulation of labour force from whole Slovakia. Ffr@conomical, science- technical and
social point of view, Bratislava region belongghe ones with the highest potential.

From the extent of area point of view, Bratislaemion is the smallest in
Slovakia. Despite this fact, industry includes athnches. Unemployment reaches 2,6%.
Bratislava region is also first region, in whichsimess and services industries exceeds
manufacturing industry. Among most important foreignvestment are mainly
privatizations of strategic companies, as the nigjéras headquarters in Bratislava. The
biggest investors, which contributed to the regiatevelopment of Bratislava region are
German companies VOLKSWAGEN, HOLCIM, DEUTCHE TELE®IO HENKEL,
ALLIANZ, MEGGLE AG, Hungarian MOL, French ORANGE,uich COCA-COLA and
British TESCO.

KoSice region

KoSice region is the second most significant webard to the inflow of direct
foreign investment, export efficiency and productiof GDP. The most dominant is
metallurgy industry, which represents 60% of indakproduction and 50% of export of
this region. Important representation have alsatetal, manufacturing, processing
industry as well as extraction of natural gas. @bi@ristic is also agriculture. Eastern
plains are with its fertility base for crops andead cultivation and one of its parts is also
vineyard region. Unemployment in KoSice region remc9.6% in spite of that this region
is second with the inflow of foreign direct invegtim in amount of 8,8% from total inflow
of foreign direct investment. The most significdoteign investors participating in this
region are US STEEL and MOLEX from USA, SCA HYGIENERODUCTS from
Sweden, EMBRACO EUROPE from Italy, BSH BOSH UND BIENS from Germany
and MATSUSHITA from Japan.
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Trnava region

Trnava region is on the'place and it gained 6,9% of total foreign direct
investment inflow in Slovakia. The success of fgreidirect investment can be also
compared with the level of unemployment, becausava region is alsd®lowest in the
rate of unemployment with total 5,8% of unemploymehll branches of industry are
represented in this region like energy, manufaotuindustry to food industry or glass
production. Agriculture is developed mainly in dwern districts, agriculture land is
situated in ¥ of the area. There are the biggestese of electricity in Tranva region with
Nuclear power plant jaslovské Bohunice and hydaigte power plants Gaiikovo and
Madunice. In recent years, automobile industryaigg more important due to growth of
foreign direct investments. The most significantestors in this regions are French PSA-
PEUGEOT CITROEN, EASTERN SUGAR, Belgian SAMSONITEACKERT, PUNCH
INTERNATIONAL, Dutch ZENTIVA, AMYUM GROUP and othe.

Zilina region

From the point of view of total gained foreignedit investment, Zilina region is
in the 4" place with the share of 6,1 %. All branches ofustdy are represented and the
most important are industry and construction ingusAnother important industries are
automobile, metal processing, textile industry, mloals and paper and pulp industry.
Agriculture is not dominant, grass fields and gréelds prevail. Unemployment is on the
level of 7,5%. The most important foreign investars HYUNDAI KIA from Korea, INA
GRUPPE from Germany, AVENTIS PHARMA HOLDING, VOLKSMGEN,
SCHAFSTALL, ALCATEL and Austrian NEUSIEDLER and e&tts.

Trendin region

Trertin region is on the 5th place in inflow of direabrdign investment
represented by 4,6% from total foreign direct inresnt in Slovakia. On the total
economic situation in this region, the most impatrtare textile, food, chemicals, tyre and
also extraction industry. Significant are also sesrof natural mineral water and also spas.
Forestry has also very important role, forests toapproximately 49% of whole area of

Trertin region. This region dispose with very well deysd road and railroad
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infrustucture. It is one of the economically mostverful regions of Slovakia. The rate of
unemployment is 5,7%. The most important inveséoescompanies like LEONI, SAUER-
DANFOSS, CONTINENTAL, CONTITECH PROFILE from GermgnYAZAKI from
Japan, NESTLE from Switzerland, EMERSON ELECTRI@irUSA and others.

Nitra region

Total share of foreign direct investment in Nitegion reached level of 3,1%. It
iIs region of agriculture-industrial character. Thmost important industries are
manufacturing, chemicals and food industries. Fawdustry knots onto agricultural
fabrication and it's the oldest and most extendeoht¢h in whole region. Nitra region has
got the best conditions for agricultural productand it is famous for production of quality
wines. Unemployment in this region is relatively argh level 9,6%. To the most
important investors including VISTEON, German VOLMWAGEN, SILFOX, SIEMENS,
Dutch HEINEKEN, FRINT BEHEER, KAPPA PACKAGING GROUPAustrian
BRAMAC, REXEL AUSTRIA an others.

Banska Bystrica region

Banska Bystica is on thé"place with the share of 1,9% of total foreign dire
investment. Thanks to mining history of this regi@a northern area is characteristic for
its high level of industrialization- metallurgy iastry prevails. Another important braches
are forestry, metallurgy, manufacturing, electtiextile, pharmaceutical, paper industry
and others. Banska Bystrica region has the higlestployment rate with the height of
16%. The most important investors are German WITKERANIN and DEGUSSA,
Austrian DOKA INDUSTRIE, RADEX HERAKLITH, Norwegiatdydro ALUMINIUM.

PreSov region

Presov region is on the 8th and last place inréti® of gained foreign direct
investment in amount only of 0,9%. Economy is chemastic for industry and
agriculture.. Industry is represented by chemidalsg, textile, electric, forestry branches.
In the future, region should profit from tourisaffic due to its geographical location,

natural wonders and well developed road and rallsystem. There is situated also airport
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in Poprad and only 40 kilometers far internatioamport in KoSice. Unemployment is
relatively high with the amount of 13,8%. Major é@stors in PreSov region are
WHIRLPOOL CORPORATION from USA, ZVL ITALIA, MEDICON, ABITAL
COFENZINI from ltaly, SAB MILLER from Britain, LOREZ AG from Austria and

others.

4.4 FDI among individual branches of industry

Table n.2 FDI among individual branches of industryhe Slovak republic to 31.12.2007

Development of FDI in Slovakia to 31.12.2007

mil. Sk %
Distribution of FDI among branches of industry
Manufacturing 318 555 40,7
Electricity, gas and water supply 153 378 19,6
Financial intermediation 144 841 18,5
Wholesale and retail trade; repair of motor velsigé5 325 8,4
motorcycles and personal and household goods
Transport, storage and communication 43 293 5,5
Real estate, renting and business activities 29 643 3,8
Mining and quarrying Construction 10 407 1,3
Construction 9019 1,2
Other community, social and personal service dami/| 2 135 0,3
Hotels and restaurants 2008 0,2
Health and social work 1688 0,2
Other services 1800 0,3
Sum 782 092 100,0

Source: SARIO, own work
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Figure n.3 Distribution of FDI among branches afustry in Slovakia to 31.12.2007
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Difference in the height of direct foreign invesmd of individual sectors is
massive. Majority of foreign direct investment isncentrated into five branches of

economy:

Industry
Financial intermediation
Electricity, gas and water supply

Wholesale and retail trade

YV V V VYV VY

Transport, storage and communication

In other branches, foreign direct investment arg i@v or negligible.
The major share of investments got into the coubyryrivatization. It was privatization
which formed branch distribution of foreign diréctestment, except trade.

The biggest share 40,7% of foreign direct investmgained industrial
manufacture, concretely automobile industry. From 2002, theare of automobile
industry of total industrial production close to%5mainly thanks to Volkswagen. This
number will even raise faster when PSA Peugeotriadia and KIA in Zilina will launch

their production at full speed.
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Next important branch ilectric industry. Before 1989 it was relatively
undeveloped. Then positive turnover occurred, whicught with itself new technologies
and entries to new markets of developed countidsminant investor in this sector is
Siemens and others like Hella, Osram, Samsung,,$tv Minebea, Dell, HP, IBM are
accumulating. Depending on three significant awtioihe factories, there are raising
number of companies concerning with the productibelectronics for automobiles and

this number is expected to increase in future.

Financial intermediation gained 18,5% share thanks to banks and insurance
institutions in states ownership e.g. Slovenskarigita, Slovenska pofsviia, VUB
bank. Actually, there is only one bank in Slovakighout foreign major share holder and
it is PoStova banka. Insurance institutions areuatler the control of foreign investors.
Unfortunately, the major inflow into this sectorshalready passed away. It is very
implausible, that other foreign bank group willenbur market in future.

Investment into the sector d&lectricity. gas and water supplyin height of
19,6% were gained only by privatization. It is esigel no growth of direct foreign
investment in this sector in future. Till privatian, these companies were in state
ownership and in 2001 state sold minority sharenarkets that guarantee distribution of
electricity. In year 2002, foreign investor boughtnority share of SPP and in 2005
company Slovenské elektrarne was privatized by.Enel

Trade aquired 8,4% from total investment mainly due &wtf that it was
considerably under-dimensioned. Business retaitls @ntemporary building foreign

companies in way of supermarkets, hypermarketsstiogenters and big shopping malls.

Last but also important sectordasmmunication, where share of total amount of
foreign direct investment was 5,5%. In this sectoreign direct investment were
accumulated within privatization and investment gnreen fields. In 2000, company
Slovenské elektrarne was privatized by Duetchecbate On the other hand, entry on the
market of mobile operator(actually Orange, T-Molaled Telefonica O2) are considered

as investments on green fields.
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4.5 An overview of FDI from country of origin

Table n.3 Development of FDI from country of origmthe Slovak republic to 31.12.2007

Development of FDI in Slovakia to 31.12.2007

mil. Sk %
Distribution of FDI from country of origin
Netherlands 225 656 28,9
Germany 127 700 16,3
Austria 125 214 16,0
ltaly 66 206 8,5
Hungary 51 917 6,6
Czech Republic 41 229 5,3
Cyprus 24 557 3,1
Korea, Republic of (South Korea) 21 928 2,8
Luxembourg 18 146 2,3
United States 16 615 2,1
France 14 563 19
Other countries 45 066 6,2
Sum 782 092 100,0

Source: SARIO, own work

Figure n.4 Development of FDI from country of onigh Slovakia to 31.12.2007
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The development of inflow of foreign direct invesint from single countries is
relatively stable according to their share of totaflow. In recent years, important
differences were foreign direct investments intokdag sector, concretely from Austria
and Italy(VUB, Unibanka, Slovenska Spofriia).

The biggest share from all countries has Hollapitbived by Germany. Next
year were successful due to the excepted invesgnfemin KIA automobile and PSA
Peugeot- Citroen together with investors, which dneed by these automobile

corporations.

The most important long term investors in totalwoé of direct foreign investment are:

Holland

Dutch economy has got big investment potential,fmt enough of labor force.
On the other hand, Slovak economy dispose withiderable reserves on the labor market
and lacks financial means. Together, these two a@o@s make complementary entity.
Investments from Holland are focused mainly in brgwindustry and food industry
(Heineken, Unilever, Amylus), in financial and inaace spheres (ING Baring Securities)

and also in industry (AAF International).

Germany

Germany is actually the second biggest foreigaatlimvestor in Slovakia. Main
part of financial means from German investors goesrporate sphere. It is only 1,3% of
total German investment, which goes to bankingosect

There is more than 400 German companies all ol@ralia and majority is
settled in Bratislava region. The biggest Gernrarestors are in automobile industry
Volkswagen, Hella, Siemens, telecommunication cargp&com, energetic firms EON
and RWE, insurance company Allianz, bank companyBHBank, manufacturing

company INA and others.
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Austria

The height of the investments in Slovakia is mainhfluenced by its
geographical position. Dominant role of Austriawghin Slovak banking sector, where
Austrian foreign direct investment comprise of 56B&are. In corporate sector, Austria is
in 3 place with 9,2% share. Austrian companies are sedumainly at small and
intermediate enterprises in various branches ofistrg. There is approximately 1700
Austrian companies with Austrian share of capitalSlovakia. Among most Austrian
important investor are Erste Bank(in 2005, it Imeeal00% share holder of Slovenska
Sporitdna), insurance company Generali, Gabor representnsiking industry, Bramac
represents construction material, commercial cliila, paper industry represented by

Neusiedler SCP and digital technologies by Haarb&lo

4.6 The influence of FDI on host country

Direct foreign investment are in general congdeas one of the most important
external sources of economical growth. The impaeaand volume of direct foreign
investment is mainly influenced, whether the inwestt is going into already existing
company, then it is so callebdrownfield investment or the investment is so called
“investment on green field. In brownfield type of investment, there can ocalso
negative effect, in some cases even outflow oftahp terms of drawing-off profits,
interest rates, incomes and various fees.

Investments on “green fields” are relatively moyaaptical. In host country, e.g. in our
case in Slovakia, we can observe the advantagésrefn direct investment in various

branches of industry.
Employment

If the host country has enough qualified labor éoand at the same time lack of
domestic capital, it is highly probable, that ineeswill exploit these advantages.
However, the main factor for decision making cahly@the price of the labor force. Then,
there is high chance that with time a firm williggr for the zone with lower labor cost, in

other words firm will try to make business moreteas
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The form of foreign direct investment is also veanportant. By investing on so
called “green fields”, influence on the growth ahgloyment is bigger than by investing
into existing corporations. Here, we can also olséeginning of decline in employment.
This originates from automation of production.isliexpected from the long term point of
view, that foreign investor will have interest ixpanding its activities, which will
contribute also to the growth of employment. Congaralso raise their proficiency of
their employees, provide training, support staff further and higher education and
language skills which all contributes to versatildf staff. “Multiple effects” are also
famous when talking about cooperation relationshiggen company of foreign investor
influences employees of subsupplier companieshdseé companies want to stay firm
against competition, they create new job opporiemind improve skill of their staff.

Overall, we can observe positive influence of iigmedirect investors in to

Slovakia.

Average month salary

Entry of foreign direct investment into country expressed not only in
economical development but also in the growth ohth®alaries. We can allege, that also
by influence of foreign direct investment, averagenth salary grew in 5 year period for
more than 5 thousand Sk from 13 511,-Sk in the 2&@3 to more than 19 000 Sk in
2007. From the long term point of view, it is vemyportant to lure foreign investment not
only on the low labor costs. The development okgrmonth salary from 1998 to 2007 is

shown | the graph below.

National income and economic growth

Economy seeks for foreign direct investment maimycase, when domestic
investment and saving are not satisfactory. For@igastor contribute to the creation of
national income of host country in such way, thaidids value to inputs, creates profit and
pays tax from it. Foreign investors also bring ktsow-how, technology, new inputs,
experienced management and it helps to the developof education of its employees.
Concerning these positive factors, foreign investoositively influence GDP of a host
country. Foreign Direct investment is also consdeas a tool, which raises competition

between companies and also positively effect compaterprise culture.
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Account Balance

Foreign direct investment has both positive andaheg effects according,
whether the country note its inflow or outflowidtsaid, that positive influence on the host
country means negative influence on investing agunt

Inflows represents foreign direct investment, lowfrepresents fees and charges
for provided technology, patents, know-how, dividerand others. Strive of investor to
find new suppliers in other countries as also isthmountry has negative impact, which
also means growth of import. If we want to guararitsng term growth of export, deficit
needs to be covered by quality technologies anavkmmw.
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Conclusions

For Slovak economy, foreign direct investments mieaplaceable source.
However, the extent of foreign direct investments Slovakia still does not meet
expectations.

On the other hand, foreign direct investments thiave already entered Slovak
economy can be evaluated positively. In most cabese was massive improvement in

efficiency of production in those organizatiomswhich foreign direct investments
participate or those organizations, which are 1@¥fership of foreign investors. As a
result of foreign direct investments, we can obsemodernization of technological
machinery, massive growth of quality of productsl @inus growth of prices of products
and growth of economical efficiency in productiamprovement of management and
better organizing of production, growth of qualifibor force, partial growth of salaries,
productivity of labor and mainly growth of total lumne of manufacturing. This became
real due to upkeeping of domestic market and bmiadet with foreign markets in many
cases with contribution from foreign partners.

Big importance is also related to so called mldgtion effects, which are created
as additional supply of domestic products. We atkirtg about companies that can not
exist alone, they essentially need to cooperatk aiither companies. When multinational
company as foreign direct investor enters Slovaknekiic market, it offers other
opportunities for other companies, which produci®glosely connected with production
of this multinational company (e.g. Volkswagen dtdsmaller Slovak companies, which
produce various components in big amounts for eemtwmpany). By this relationship,
internal as well as cooperation with foreign ineestcontinuously improve.

From the view of employment in Slovakia, foreigiredt investments have
important influence to retain or even improve doticesmployment, growth of qualified
labor force and growth of salaries. Concerningleseint of foreign investments, a
significant factor, which is factor of labor forceeed to be taken into account. Among
most important factors which lure even more invessinto Slovakia are highly qualified
labor force and contemporary very low level sakarie

Localization of foreign capital is mainly focuséato those regions, which are
relatively better equipped in the spheres of tetdgical and social infrastructure. These
regions have enough qualified labor force and ogtiao develop production-trade
relationships. On the other side, regions with higte of unemployment are the least
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attractive for foreign investors. Those regions m@nly in the center and in the eastern
part of Slovakia.

The Slovak republic has to ensure inflow of forejrect investments also into
those regions, which are economically at the bottrd underdeveloped and thus cut
down trend of permanent inflow of foreign investrsemnly into developed regions.
Otherwise differences in standard of living willegeen even more. Furthermore, it is
important for whole economy to be stable in whaleaaof country and inevitable for
investments to be aimed into regions with high dtenemployment and therefore avoid
migration of people from east to western partsonfntry. Development of infrastructure in
single regions is also crucial feature, which plagsy important role.

Topically, majority of foreign direct investmenbis to the sector of industry,
concretely to automobile sector. Possible declinstagnation of this sector would have
colossal impact on the Slovak economy. Becauséisfthreat, it is important to support
small and medial businesses and businesses inugan@anches of economy. To be more
attractive for foreign investors, Slovakia has tpport educational system, science and
education itself.

The inflow of foreign direct investments is pos#i step, which helps in
improvement of economy and it is very importanstgport it continuously. Investments
create new job opportunities, contribute to theaghoof salaries, bring new technologies
and practices and thus contribute into growth aication and standard of living. It is
essential to do everything possible to lure movestors, but not only by low cost of labor
force but by talent and flexibility of people, atyilto work and willingness to educate.

On the other hand, there is an opinion that ar¢juetsdomestic smaller and medial
firms will not be able to stand a chance againgidanultinational corporations and they
will perish. “Global” and “local” continuously coevge. Who decides whether a pineapple
on a shop counter is local or global phenomenondent years, producers of vegetable
from Zimbabwe export their commodities to the desions throughout world. Vegetable
is gathered and taken to an airport and next daya#able to buy it in Tesco stores.

The process of globalization is inevitable an@varsible. Dangers brought by it
are topical indeed, but failure is particularlyus, because people tend to copy ideas from
others and they do not create their own ideas ahges.

Mainly young people can feel the interconnectiontto§ world on the areas of

environment, way of dressing, modern culture, spadadrugs or electronic media.
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Acid rains, catastrophe in Chernobyl, deforestatind the Twins disasters in New
York have shown that country boundaries cannot stagh events, neither the problem of
desertification or spread of various diseases.

In modern world everything is starting to be untteyd in global context and times
of problems and troubles of isolated societies,ntees and regions are long forgotten.
Everything is globally connected and the systenttioning consist of several mutually
dependent proceedings. The whole system is alwagee nthan its single parts. If
everything is understood in global meaning, thamew question arises, whether there is
still place for something like national culturetarest of single nation, national history and

therefore even the single state.
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Resumé

Globalizécia je fenomén, ktory je v dneSnej modgspol@nosti povaZzovany za
nezvratitény a nevyhnutny. Ovplywuje vSetky formy medzinarodnych fghov od
suverenit Statov aZz po vyvoj a rozmach ekonomrk@tpo celom svete. Vynimkou nie je
ani Slovensko, ktoré sa stalo ajaka procesu globalizacie vyznamnym partnerom pre
zahranénych investorov atak prepisalo svoj ekonomicky ojyvplne od zakladov.
Globalizécia teda mdzZe v tomto pripade predstavayad’ny pohyb a vymenu kapitalu,
hmotnych aktiv, pgazi, sluzieb alebo dokonca aj manazmentu.

Ako uz bolo spomenuté, proces globalizacie je Uskojeny s problematikou
priamych zahragnych investicii, ktoré su vysledkom ekonomickejiat nadnarodnych
spolanosti a zahratnych investorov. V Slovenskej republike bariéry pstup takychto
investorov a medzinarodnych sp&osti neustale klesaju a tak sa stavame svedkatni ra
zahrantneho prilevu kapitalu.

AvSak nielen zahratmé investicie, ktoré predstavuju zna cas’ HDP, ale
investicie ako také vo vSeobecnosti predstavujlerjed najdélezitejSich faktorov
ekonomického rastu. Priame zahta@ investicie tvoria dodatoy externy zdroj, ktory
moze by pridany k domacim investiciam a tak zabe&rpeast HDP. Priame zahr&nié
investicie zn&ne ovplywiuju aj iné sektory hospodarstva Statu ako tvorbtagtruktiry,
zlepSenie a obnovu trhu, vyvoj priemyslu d&mpmhospodarstva, tvorbu novych pracovnych
miest a v neposlednom rade rast stability ekonomiky

Pre slovensku ekonomiku, priame zahtaaiinvesticie predstavuju nezastufie
zdroje. Aviak rozsah priamych zahgamyich investicii nedpa c:akavanie hospodéarsko-
politickych organov.

Na druhej strane zahr&ni investori a s nimi prichddzajluce priame zahiadi
investicie, ktoré uz vstapili do slovenskej ekonkynmozno hodnofi pozitivnhe. Vo
vaSine pripadov sme mohli zaregistrévanané zlepSenie efektivity vyroby v takych
organizaciach, ktoré si 100%-nym podielom vlastictahranrinych investorov. Ako
vysledok priamych zahrafmych investicii sme mohli tiez pozoravamodernizaciu
technologickych zariadeni, ztrey rast kvality produktov a vyrobkov atak aj rasen
tychto tovarov a rast ekonomického zefektivnenlap&nia manazmentu a organizacie
vyroby, rast kvalifikovanej pracovnej silgjastkové zvySenie miezd, produktivity prace
ale hlavne zvySenie celkového objemu vyroby. Pazjtivyvoj jeho ekonomickych
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ukazovatéov sa stal redlnym udrzanim doméceho trhu a rozdiion o zahrakiné trhy
s prispenim zahragmych investoroch.

Vstup vé&kych medzinarodnych spaloosti pomaha k vytvaraniu a zlepSovaniu aj
mensSich a strednych podnikair,uz domacich alebo zahr&niych, ktorych existencia je
Gzko spata a navazuje k produkcii nadnarodnychogposti. Pri vstupe tychto sp@loosti
na slovensky trh sa otvaraju moznosti aj pre irdnpqy, ktoré prispievaju celkovej vyrobe
produkciou stiastok alebo inych ddjajucich dielov pre centralny podnik. Takato forma
vyroby na Slovensku sa vyskytuje prevazne v autolondm priemysle a povazujeme ju
za vémi pozitivnu, pretoze \&ou mierou prispieva k zlepSovaniu zahizo-
obchodnych veahov medzi domacimi a zahranymi partnermi.

Z polradu zamestnanosti, priame zahéagiinvesticie zohravajd’éc¢ova ulohu vo
vyvine zamestnanosti, rastu kvalifikovanej pracgveiy arastu miezd v Slovenskej
republike. Pri hodnoteni udiavania sa priamych zahrg&niych investicii na slovensky trh
musime bré do Gvahy faktor pracovnych sil, ktory predstavikiécové postavenie pri
lakani zahragnych investorov. Dal$imi vyznamnymi faktormi, ktoré ovpliuji
atraktivitu krajiny pre zahraémych investorov su kvalifikovana pracovna silaagna
nizka urové miezd.

Lokalizovanie zahratihného kapitalu a zahramych investicii sa sustiaje
predovSetkym do regionov, ktoré su relativne lepalgezpéené vo sférach technologickej
a socialnej infrastruktary. Tieto regiony, ako rlfad Bratislavsky kraj, maju dostatok
kvalifikovanej pracovnej sily a moznozlepSové vyrobno-obchodné ¥ahy. Na druhej
strane, regiony s vysSou mierou nezamestnanos®ed&ovsky kraj patria medzi najmene;j
atraktivne pre zahramych investorov. Tieto regidny su situované na wgsha v strede
Slovenska. Vlada Slovenskej republiky musi zab&Zperilev zahrarinych investicii aj
do tych regionov, ktoré su ekonomicky najmenej ayt¢ a tak odvratitrend neustaleho
prilevu zahrarinych investicii len do rozvinutych regiénov. V ¢pam pripade sa bude
prehlbovanie Zivotnej Urovne dialej zv&Sova'. PretoZe je dblezité aby fungovala stabilné
ekonomika na celom Gzemi Slovenskej republiky, Geeité aby sa prilev zahraniych
investicii zameral na regidony s vySSou mierou nezinanosti a tak sa zabranilo migracii
obyvatd'stva z vychodnej a strednggjsti do zapadnepsti Slovenska.

V sEasnosti prevaznacas’ priamych zahragnych investicii smeruje do
priemyselného sektoru, prevazne do automobilovéleonyslu. Pripadny pokles by mohol
ma’ na vyvoj ekonomiky viky dopad. Aby sa minimalizoval dopad mozného prepad

automobilového priemyslu, vlada Slovenskej repyblia snazi podporovamenSie
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a stredné podniky aj vinych sektoroch ekonomikye RySSiu atraktivitu Krajiny,
Slovensko musi podporotalavne skolstvo, vzdelavanie a vyvoj vied.

Prilev priamych zahragmych investicii je pozitivnym krokom, ktory poméaha
v raste a vyvoji Slovenskej ekonomiky. J&me dblezité aby ho slovenska viadadiade]
podporovala, pretoZe takéto investicie zabé&azjie vytvaranie novych pracovnych
prilezitosti, prispievaju krastu miezd, prinaSajiové technolégie a postupy a tak
prispievaju k celkovému zvySovaniu Zivotnej uroanezdelanosti.

V bakalarskej praci boli prezentované komplexnéormacie o stave a vyvoji
priamych zahragnych investicii na Slovensku z r6znych patiov s poukazanim aj nato,
Ze Slovensko je ajdaka svojej strategickej polohe v Eurépe a lacngpliftkovanej

pracovnej sile jednym z najatraktivnejSich krajie pahraninych investorov.
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