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V.
TRADE POLICIES AND PRACTICES BY SECTORPRIVATE 

(1)
Overview
Chyba! Neznámy argument prepínača..
The purpose of this chapter is to examine the impact of the Government's trade and related policies on key sectors of the Slovak economy.  The economic progress being made is a result of the effective policymaking in several key policy areas.

Chyba! Neznámy argument prepínača..
Macroeconomic policies may interact with structural policies by either fostering an economic environment in which growth is likely to be sectorally balanced or by creating a climate of economic instability in which sectoral adjustment pressures spark greater demands for active industrial policy and protection from imports.  The stability engendered by Slovak (and, earlier, Czechoslovak) monetary and fiscal policy appears to have been of particular importance during a time of fundamental internal and external change;  because they seem to have been sectorally neutral there is no further discussion of them in this chapter.  Similarly, if foreign exchange restrictions fundamentally influenced trade patterns, their sectoral implications could be important.  Effective policymaking has also been displayed in Slovakia's continuing progress in setting up the institutions critical to an effective market economy;  this includes the definition of property rights, although the slowing pace of the privatization of State enterprises is becoming a concern.

Chyba! Neznámy argument prepínača..
Slovakia has largely resisted any calls for active industrial policy.  Neither domestic nor export subsidies are widespread.  Tax incentives or exemptions are mostly applied horizontally.  The tariff schedule is transparent and is not excessively complicated by concessions or exceptions.  Most industry assistance is scheduled to be temporary and seems genuinely to be addressed toward the industrial restructuring that the authorities feel is necessary as a result of the continuing economic transition to a market economy.

Chyba! Neznámy argument prepínača..
Regardless of their intent, other policies do influence resource allocation and have important effects on economic sectors.  There is a distinct pattern of escalation throughout the tariff schedule for imported manufactured products, as tariffs on highly processed products are consistently higher than those on less processed products.  The temporary import surcharge applied on final goods, which normally are highly processed, reinforces this pattern.  In combination, tariffs and the surcharge provide substantial import protection to higher-level processing activities in manufacturing.  Industrial policies are in place in agriculture, in the form of guaranteed producer prices, export subsidies, credit subsidies and the like.  Price regulation and exclusive supply relationships remain in some service and energy industries, such as transport, telecommunications, and coal.  State enterprises in industries considered by the Government to be strategic will not be privatized, leaving open the possibility that they may someday be used as instruments of industrial policy.

(2)
Agriculture and Primary Products
Chyba! Neznámy argument prepínača..
According to the authorities, the guiding principle of Slovakia's agricultural policy is to exploit the economic potential of agricultural land and other (including human) resources, while fully respecting the environment and maintaining the viability of rural life.  Within this context, the four basic aims of agricultural policy are:  (i) food security, (ii) economic stability and the provision of adequate earnings in agriculture, and balanced regional development, (iii) the preservation of soil productivity, and (iv) the preservation of agriculture in particular regions of the country for environmental and social reasons.

Chyba! Neznámy argument prepínača..
Slovakia's agricultural production declined by 32 per cent in the period 1989 to 1994, mainly because of a sharp reduction in the sector's terms of trade (Table V.1).
  During this period, nominal producer prices increased by 32 per cent, while input prices rose by 135 per cent.  Rapidly rising input prices led to declining input use in the agricultural sector thus contributing to falling output;  the authorities report that fertilizer use fell by 65 per cent from 1989 to 1993 and that the use of other inputs also declined.  Measured employment in the sector fell by nearly 60 per cent during this period.

Table V.1

Summary of developments in the agricultural sector, 1989-94
	PRIVATE 

	1989
	1990
	1991
	1992
	1993a
	1994a

	Gross agricultural production (Sk$ million 1989)
	52,034
	48,275
	44,703
	38,500
	35,438
	35,638

	  Share of crops (per cent)
	39.2
	36.1
	43.6
	42.6
	48.7
	49.7

	  Share of livestock (per cent)
	60.8
	63.9
	56.4
	57.4
	51.3
	50.3

	Agricultural input price index (1986=100)
	99.4
	103.9
	176.6
	186
	219.9
	234.0

	Agricultural producer price index (1986=100)
	125.1
	127.8
	129.9
	136.7
	152.9
	165.0

	Employment ('000)
	360
	301
	243
	229
	179
	155


a
Preliminary data.

Source:
Data provided by the Slovak authorities.

Chyba! Neznámy argument prepínača..
Agriculture accounts for some 7 per cent of GDP and 10 per cent of employment.  Slovak agricultural exports (SITC 0) in 1994 were 4.5 per cent of total merchandise exports, and agricultural imports were 7.1 per cent of total merchandise imports. 

Chyba! Neznámy argument prepínača..
The main crops or crop groups, in terms of shares of total planted area, are wheat, barley, maize and oilseeds;  there is substantial livestock production of beef, pigmeat, poultry and dairy.  The share of livestock products in gross agricultural production fell from nearly 56 per cent in 1989 to 50 per cent in 1994.  This decline was due to the elimination of subsidies for livestock production and to lower demand for livestock products.  Leading agricultural and food export products are cereals and flour, dairy products, live cattle, cocoa and chocolate, and wine, beer and other alcoholic beverages.  With the exception of live cattle and beer, these products are also imported in substantial quantities.

Chyba! Neznámy argument prepínača..
Partly reflecting changes in the relative price of different food groups, consequent upon price deregulation, the composition of food consumption in Slovakia has changed markedly, shifting away from livestock products.  Annual per capita consumption of meat declined from an average 84 kg. in the period 1988-1990 to 66 kg. in the period 1992-1994.  Similarly, milk consumption in this period dropped from 115 litres to 90 litres.  Consumption of fruit increased from 55 to 63 kg.;  the per capita consumption of potatoes and other vegetables has not changed substantially.

(i)
Agricultural policies
Chyba! Neznámy argument prepínača..
The State is directly involved in Slovak agriculture in several ways, including the setting of intervention prices and granting of export subsidies for some commodities, the provision of concessionary loans and credit guarantees, and various trade policy instruments such as m.f.n. tariff quotas (Tables IV.3 and IV.5), preferential tariff quotas (Table IV.4), seasonal tariffs (Table IV.6), automatic export licensing and automatic import licensing, as well as m.f.n. and preferential tariffs.
  In accord with Slovakia's commitments under the WTO Agreement on Agriculture, variable import levies on many agricultural products were replaced by tariffs in January 1995.

(a)
Import-related policies in agriculture

Chyba! Neznámy argument prepínača..
Slovakia's tariffs on primary agricultural products (ISIC 111) average 8.7 per cent but range as high as 155 per cent (on some potatoes) (Table AV.1).  All agricultural tariffs are bound and are applied at their bound rates, as are tariffs in all other sectors.  Tariff preference margins that have been implemented to date under Slovakia's preferential agreements are low.  The source with the lowest average preferential tariff is the European Union (EU), with an 8.0 per cent average, representing an average preference margin of 0.7 per cent.  Preferential treatment to exports from developing countries applies to some 7.4 per cent of agricultural tariff lines (HS 1-24) under Slovakia's GSP programme, a small share compared to that in other sectors (Chapter IV(2)(i)(l) and Table IV.8).

Chyba! Neznámy argument prepínača..
Tariff quotas were established by Slovakia in January 1995 for some 24 product groups, including many meat and dairy products, under the minimum access commitments negotiated in the Uruguay Round (Chapter IV(2)(i)(g) and Table IV.3).  Tariff preferences under preferential trade agreements apply in 17 of these product groups, with rates usually below the in-quota m.f.n. tariff rate.  In 13 of these product groups, including dairy products, rapeseed and wine, parts of the m.f.n. tariff quota are actually reserved for preferential partners,
 leaving only a portion of the m.f.n. tariff quota available for non-preferential suppliers.
  At some time during 1995, temporary tariff quotas were in place for cane molasses, sugar beet molasses, flax, sugar and potatoes (Table IV.5); these tariff quotas were implemented as a result of shortages on the domestic market and, under the customs union agreement, required the approval of the Czech Republic.  In addition, tariff preferences extended by Slovakia on some 32 products, including some dairy products, fruit and vegetables, meat products and cereals, under the various preferential agreements are subject to tariff quotas (Table IV.4).

Chyba! Neznámy argument prepínača..
Slovakia uses seasonal tariffs on 13 fruits and vegetables, including potatoes, tomatoes, grapes and pears (Table IV.6).  Seasonal tariffs are normally at their peak during the period in which the domestic product is being marketed.  While the peak tariff on most products covered by seasonal tariffs averages some 15 per cent, the peak tariff on some potatoes is 155 per cent.  During other periods, seasonal tariffs do not exceed 4.7 per cent.

Chyba! Neznámy argument prepínača..
Slovakia introduced a mandatory food and beverage certification process in 1994.  According to the authorities, this is an interim arrangement pending the strengthening of liability and consumer protection law in Slovakia (Chapter IV(2)(iv)(d)).

(b)
The State Fund for Market Regulation:  intervention purchases and export subsidies

Chyba! Neznámy argument prepínača..
The State Fund for Market Regulation (SFMR) is a public agency established as an independent economic body.
  It succeeded the Federal Fund for Market Regulation, which carried out identical functions and activities, upon the dissolution of the Czech and Slovak Federal Republic (CSFR).  The main purpose of the SFMR is to support and provide for the smooth adjustment of manufactured agricultural products to changing market conditions.
  Since the SFMR does not have a monopoly position, private traders remain free to export or import.

Chyba! Neznámy argument prepínača..
The SFMR Council decides on the commodities to be subject to regulation and on the guaranteed (minimum reference) prices at which the SFMR stands ready to arrange for the purchase of the commodity from producers.
  The SFMR does not perform the purchasing itself, but contracts with traders to make the actual intervention purchases and requires that the commodities so purchased be stored until their release is authorized by the SFMR.  In 1995, intervention prices are in effect for wheat, live pigs and dairy products.  Intervention prices in real terms have declined substantially since 1991 (Table V.2).  In 1993 the SFMR arranged purchases of Sk$ 1.32 billion, 95 per cent of this on crops, largely maize, potatoes and sugar beet (Table V.3).  The value of intervention purchases in 1994 was Sk$ 1.26 billion.

Table V.2

Guaranteed producer prices of the State Fund for Market Regulation, 1991-95
(Sk$ per tonne, unless otherwise indicated)

	PRIVATE 

	1991
	1992
	1993
	1994
	1995

	Wheat for food
	3,400
	3,000
	3,500
	3,500
	3,350

	Wheat for feed
	3,400
	3,000
	3,000
	3,000
	n.a.

	Barley
	n.a.
	n.a.
	2,900
	2,900
	n.a.

	Milk (Sk$ per litre)
	5.4 
	5.4
	5.4
	6.7a
 6.0b
	6.70



	Bulls and heifers (Sk$ per kg.)
	35.4
	28
	28
	31
	n.a.

	Pigs (Sk$ per kg.)
	n.a.
	32c
	25d
	27
	33.45


n.a.
Not applicable.

a
Grade I.

b
Grade II.

c
Beginning November 1992

d
Beginning May 1992.

Source: 
Data provided by the Slovak authorities.

Table V.3

Intervention purchases and export subsidies of the SFMR, 1993-94
	PRIVATE 

	  1993 Intervention purchases
	
	   1994 Intervention purchases

	
	 Tonnes
	Sk$ million
	
	Tonnes
	Sk$ million

	Pigs
	2,825
	70.6
	
	1,000
	27

	Wheat for food
	16,470
	60.6
	
	171,136
	595.5

	Wheat for feed
	2,450
	6.8
	
	29,720
	71.7

	Barley
	138
	0.4
	
	99,950
	337.6

	Maize
	100,000
	355.8
	
	8,660
	...

	Potatoes
	100,000
	307.4
	
	n.a.
	n.a.

	Sugar
	43,891
	516.4
	
	273,655
	206.9

	
	  1993 Export subsidies
	
	   1994 Export subsidies

	
	Tonnes
	Sk$ million
	
	Tonnes
	Sk$ million

	Cattle
	23,893
	149.7
	
	1,739
	7.7

	Pigs
	1,450
	7.2
	
	n.a.
	n.a.

	Poultry
	1,438
	18.5
	
	150
	2.9

	Lambs
	184.4
	4.7
	
	n.a.
	n.a.

	Powdered milk and dairy products
	16,240
	230.2
	
	14,118
	217.4

	Eggs
	40.9 million eggs
	6.2
	
	60
	3.8

	Apple concentrate
	n.a.
	n.a.
	
	...
	2.9

	Canned meat
	n.a.
	n.a.
	
	...
	15.3

	Malt
	n.a.
	n.a.
	
	...
	16.6

	Honey
	406
	0.5
	
	780
	9.4

	Sugar
	9,523
	8.3
	
	n.a.
	n.a.

	Sunflower oil
	...
	2.2
	
	n.a.
	n.a.

	Starch
	760
	1.9
	
	1,440
	4.0


n.a.
not applicable.

...
not available.

Source: 
Data provided by the Slovak authorities.

Chyba! Neznámy argument prepínača..
To the extent that stocks resulting from intervention purchases exceed the SFMR's desired level of stocks, the SFMR may use export subsidies to reduce stock levels.  These subsidies are the difference between the domestic purchasing price and the export price.  In 1993 the SFMR export subsidies totalled Sk$ 431 million, 97 per cent of which was on livestock products, particularly dairy products and live cattle (Table V.3).  The value of export subsidies in 1994 was Sk$ 280 million and the budget for 1995 is Sk$ 164 million.  Slovakia, like other developed country participants in the Uruguay Round, committed to reduce the value of its agricultural export subsidies by 36 per cent and the volume of its subsidized exports by 21 per cent.  The largest base outlays, and thus the largest export subsidy value reduction commitments, are for milk powder, other dairy products, and malt;  these and other export subsidy reduction commitments are listed in Table V.4.

Table V.4

Uruguay Round agricultural export subsidy reduction commitments
	PRIVATE 

	Outlays (Sk$ million)
	
	Quantities ('000 tonnes) 

	
	Base  
	1995 
	2000
	
	Base   
	1995  
	2000  

	Beef
	285
	267.9
	182.4
	
	36
	34.7
	28.4

	Pork
	50
	47.0
	32.0
	
	6
	5.8
	4.7

	Poultry eggs, poultry products
	179
	168.3
	114.6
	
	14
	13.5
	11.0

	Sheep meat
	31
	29.1
	19.8
	
	2
	1.9
	1.6

	Milk powder
	421
	395.7
	269.4
	
	19
	18.3
	15.0

	Other dairy products
	378
	355.3
	241.9
	
	9
	8.7
	7.1

	Fruit, vegetables and their products
	107
	100.6
	68.5
	
	9
	8.7
	7.1

	Seeds, hops
	85
	79.9
	54.4
	
	7
	6.7
	5.5

	Vegetable oil fats
	27
	25.4
	17.3
	
	5
	4.8
	3.9

	Sugars, sugar confectionary
	80
	75.2
	51.2
	
	5
	4.8
	3.9

	Yeast
	8
	7.5
	5.1
	
	0.6
	0.6
	0.5

	Beer
	41
	38.5
	26.2
	
	84a
	81.0a
	66.4a

	Wine
	60
	56.4
	38.4
	
	11a
	10.6a
	8.7a

	Spirits, beverages
	98
	92.1
	62.7
	
	64a
	61.8a
	50.6a

	Starch
	78
	73.3
	49.9
	
	15
	14.5
	11.8

	Malt
	372
	349.7
	238.1
	
	134
	129.3
	105.9

	Cereal, flour products
	288
	270.7
	184.3
	
	138
	133.2
	109.0


a
Million litres.

Source:
WTO, Uruguay Round Schedule XCIII - Slovak Republic.

(c)
The State Support Fund:  concessionary loans and credit guarantees

Chyba! Neznámy argument prepínača..
Agricultural producers were squeezed by rapidly increasing input prices and slowly increasing output prices during the 1989-to-1993 period.  As a result of the declining profitability of the sector, investment demand in agriculture dropped and commercial lenders became unwilling to supply credit because of the uncertain creditworthiness of many producers.  Consequently, the share of economy‑wide gross fixed investment taking place in agriculture dropped from nearly 12.6 per cent in 1989 to 4.4 per cent in 1993, while economy-wide real investment fell 10 per cent over the same period.  In response, the State Support Fund (SSF) was established in 1994 to support restructuring in the agricultural sector by facilitating investment.  The priorities of the SSF in 1995 are to support modernization in animal production (for example, milking machinery) and in the harvesting of crops.  The SSF does not discriminate between co-operatives and private farmers in its activities.

Chyba! Neznámy argument prepínača..
The SSF is headed by a Director, who is appointed by the Minister of Agriculture on the advice of the SSF Council.  The SSF Council consists of a chairman and ten other members nominated by the Minister of Finance, the Minister for Privatization of National Property, the Slovak Land Fund, the Chamber of Agriculture and the Chamber of Forestry.
  The SSF had a budget in 1994 of Sk$ 400 million, entirely funded from the State budget.  Its budget in 1995 is Sk$ 1.5 billion, including Sk$ 100 million from the State budget and other funds from the National Property Fund, foreign credits, and payments on loans made in the past.

Chyba! Neznámy argument prepínača..
The SSF seeks to facilitate investment in the agriculture sector through concessionary loans and credit guarantees, sometimes combining the two.  Of the 1995 budget, Sk$ 500 million is intended for concessionary loans, Sk$ 400 million is needed for credit guarantees, and Sk$ 400 million is allocated for reserves and administrative costs.  According to the authorities, concessionary loans, serviced by commercial banks, are extended at the rate of 15 per cent, while market interest rates are currently about 18 per cent.  Concessionary loans are allocated on the basis of SSF priorities, as noted above, and the creditworthiness of the applicant;  the loans require a minimum 30 per cent down payment on the part of the debtor.  Credit guarantees allow debtors that would otherwise obtain loans only at above-market rates instead to obtain them at market rates from commercial banks.  They are thus economically equivalent to a credit subsidy.

Chyba! Neznámy argument prepínača..
Slovakia is preparing a Farm Credit Act, under which subsidised loans to primary agriculture and the agro-food sector would be extended.

(d)
Agricultural inputs

Chyba! Neznámy argument prepínača..
Prices for agricultural inputs used by both the State and non-State agriculture sectors are market-determined.  Their decontrol in 1990 and 1991 led to rapid price increases and a consequent decline in the quantities of inputs demanded.  The reduced use of agricultural inputs, along with reduced labour employment, caused output per hectare to fall, and these declining yields were largely responsible for the overall contraction of agricultural output.  In an effort to stabilize farm production, the Government has subsidized farmers' purchases of some "yield-intensifying" inputs as temporary measures in exceptional cases.  When offered, subsidies may equal as much as 30 per cent of the market price of the input and all producers are eligible to receive them.  In 1994, subsidies of Sk$ 530 million were provided for the purchase of seeds.

(e)
Agricultural restructuring subsidies and other domestic support

Chyba! Neznámy argument prepínača..
The Government has made subsidies available to producers in the agriculture sector in order to help stabilize the sector and to create conditions for its further development.  The budget for such subsidies was Sk$ 7.0 billion in 1993, Sk $7.1 billion in 1994, and was expected to total Sk$ 7.3 billion in 1995 (Table V.5).  In 1993 more than half of these agricultural subsidies were directed at the restructuring of farming on marginal land and at the promotion of afforestation and agro-tourism.

Table V.5

Agricultural restructuring subsidies, 1993-95
(Sk$ million)

	PRIVATE 
Activity or programme
	1993
	1994
	1995 

(planned)

	Total budget allocated
	7,000
	7,143
	7,260

	Restructuring agricultural production in submarginal areas
	3,760
	...
	...

	Improvements in agro-food production
	2,040
	...
	...

	Ecology and new energy sources
	670
	...
	...

	Restructuring cattle production
	380
	...
	...

	Research and extension programmes
	150
	...
	...

	Restructuring the forestry industry
	500
	320
	...

	Support for water supply activities
	300
	200
	...


...
Not available.

Source: 
OECD (1994), Agricultural Policies, Markets and Trade in the CEECs, NIS, Mongolia and China, 1994;  and Slovak authorities.

Chyba! Neznámy argument prepínača..
Agricultural research is performed by the Research Institute on the Economics of Agriculture and Foodstuffs, located in Bratislava.  The Institute is a "State fee organization" (the State pays fees to the institute for its services) operating on fees from the State budget and on grants designed to support scientific and technical research.

Chyba! Neznámy argument prepínača..
Slovakia's base total Aggregate Measure of Support (AMS) resulting from the Uruguay Round is Sk$ 12,675 million, which it has committed to reduce to Sk$ 10,140 million by 2000.

(f)
Tax-related measures in agriculture

Chyba! Neznámy argument prepínača..
The value-added tax rate on agricultural production is 6 per cent, compared to the 25 per cent rate that is generally applied.  In 1993, the income tax on entrepreneurs whose income from plant and animal production represents more than half of their total income was reduced from 40 per cent to 20 per cent.  Petroleum products used in agricultural production are not subject to the value added and excise taxes that would otherwise apply.  New agricultural businesses are granted a five-year tax exemption.  The land tax was reduced in 1993 from 1.25 to 0.75 per cent of the land value, with permanent grasslands taxed at a lower rate.  Private farmers whose main employment is farming are exempt, until 1997, from this tax on land that has been farmed since 1993.

(ii)
Privatization, land tenure, and agricultural restructuring
Chyba! Neznámy argument prepínača..
Restructuring of the agriculture sector was set in motion in 1991 and 1992 by the CSFR with the adoption of the Land Law, the Large Scale Privatization Law and the Transformation Law.
  Under these laws, collective farms (which accounted for three-quarters of Slovak farm land in the 1980s) were converted into other types of tenure based on private ownership.

Chyba! Neznámy argument prepínača..
The farming sector in Slovakia consists of co-operatives, State farms, and private farms.  Each of these land tenure sectors existed under the central planning system, but their sizes and relative importance have changed in recent years.  While about 5 per cent of agricultural land was privately farmed in the 1980s
, 13.5 per cent of land was privately farmed as of 1994 and 30 per cent of the total value of agricultural production is currently from private farms.  Land newly held by private farmers was formerly in State farms;  the privatization of these is scheduled to be completed in 1995.  State farms comprised 22.8 per cent of agricultural land as of 1994 and contributed 15 per cent of total agricultural production; many of the remaining State farms are oriented toward agricultural research.  Former collective farms, which were often 5,000 to 6,000 hectares in size, have been subdivided and transformed into shareholder cooperatives, usually consisting of 500 to 1000 hectares.
  Cooperative farms comprised 63.6 per cent of agricultural land as of 1995 and accounted for 48 per cent of agricultural production.

Chyba! Neznámy argument prepínača..
The restitution of farm land to pre-1948 land owners under a law passed in May 1991 has slowed the privatization and restructuring process.  Restitution claims are limited to 150 hectares per person and, according to the authorities,  most claims are for small land amounts of about 5 hectares.  In May 1993 only 150,000 hectares, 7 per cent of the total claims, had been returned to owners, and at the end of 1993 some 100,000 applications were outstanding.  According to the authorities, the pace of privatization of agricultural land slowed in 1994 as a result of a shortage of investment.  The Slovak Land Fund is responsible for preparing and completing the privatization of agricultural enterprises and it also manages State farms and forest land.

Chyba! Neznámy argument prepínača..
Changes in landholding have had a noticeable impact on the size-distribution of farms (Table V.6).  The number of very large farms (exceeding 2,500 hectares) declined from 302 in 1989 to 195 in 1993 and the number of small, medium and large farms all increased;  the number of farms between 501 and 1,000 hectares, for example,  increased from only 30 in 1989 to 192 in 1993.

Table V.6

Distribution of farms, by size, in Slovakia, 1989-94
	PRIVATE 
Year
	Farm size (hectares)

	
	under 500
	501 to 1,000
	1,001 to 1,500
	1,501 to 2,000
	2,001 to 2,500
	over 2,500

	1989
	1
	30
	91
	101
	105
	302

	1990
	7
	44
	113
	116
	118
	282

	1991
	46
	159
	201
	164
	115
	213

	1992
	55
	186
	212
	168
	115
	210

	1993
	55
	192
	226
	169
	115
	195

	1994
	108
	264
	
	564a
	
	221


a
In 1994 there were 564 farms of 1,001 to 2,500 hectares.

Source:
Data provided by the Slovak authorities.

Chyba! Neznámy argument prepínača..
According to the authorities, private sector production shares vary widely by commodity.  In 1994 only some 10 per cent of cereals and milk were produced by the private sector, but more than half of potatoes, fruit and vegetables were privately produced.

(iii)
Agricultural commodities
(a)
Crops

Chyba! Neznámy argument prepínača..
Crops production accounts for a rising share of the value of agricultural production, with this share equal to 50 per cent in 1994, compared to an average of 44 per cent during the period 1988-1990.  Actual real production value, however, by 1994 had declined by more than 20 per cent from its 1985-1989 average (Table V.7).  This partly reflected the smaller land area being sown, but the overriding cause was a 20 per cent reduction in the real value of production per hectare over this period.  This decrease in yields has resulted from rapidly increasing input prices and slowly increasing output prices for the agricultural sector as a whole, as described above.

Table V.7
Developments in the crop sector, 1985-94
	PRIVATE 

	Average

1985-89
	1990
	1991
	1992
	1993b
	1994b

	Production valuea (Sk$ million)
	22,510 
	20,303
	21,480
	18,340
	17,258 
	17,700 

	Area sown ('000 hectares)
	1,510c 
	1,510
	1,509
	1,487
	1,484 
	1,484 

	Real production value per hectare (1985-89 = 100)
	100  
	90.2
	95.5
	82.7
	78 
	80 


a
Constant 1989 prices.

b
Preliminary data.

c
Average for 1986-89.

Source:
Statistical Office of the Slovak Republic.

Chyba! Neznámy argument prepínača..
Wheat accounts for about half of the value of crops produced in Slovakia.  Wheat production in 1994, equal to just over 2 million tonnes, was nearly equal to the average production during the period 1985-89;  although yields have declined, the area planted to wheat has risen substantially since 1992 (Table V.8).  During 1993, intervention purchases of wheat arranged by the SFMR totalled 19,000 tonnes at a cost of Sk$ 61 million;  in 1994, 201,000 tonnes were purchased, at a cost of Sk$ 667 million.  Slovakia produces predominantly common wheat.

Chyba! Neznámy argument prepínača..
Slovakia's import tariff on durum wheat is 6.6 per cent, and is being reduced to 3.0 per cent by 1 January 2000 as a result of Uruguay Round commitments.  Unlimited quantities of imports from the European Union may enter duty free.  The m.f.n. tariffs on other types of wheat range from 24.4 to 29.3 per cent, and are to fall to a range of 21.2 to 25.5 per cent by 2000;  there are no preferences applied.  Slovakia does not extend GSP benefits to imports of either durum or other wheat from developing countries.

Table V.8

Production and trade of wheat, 1985-94
	PRIVATE 

	Average

1985-89
	1990
	1991
	1992
	1993
	1994

	Production 
('000 tonnes)  
	2,120 
	2,083
	2,124
	1,697
	1,528
	2,145

	Yield 
(tonnes per hectare)  
	5.2 
	5
	5.2
	4.8
	3.9
	4.8

	Area sown 
('000 hectares)  
	409 
	417
	407
	354
	397
	443

	Guaranteed producer pricea 
(Sk$ per tonne)  
	n.a. 
	n.a.
	3,400
	3,000
	3,000b
	3,500b

	Net exports 
('000 tonnes)  
	53.3c 
	-3.4
	174.8
	204.6
	-134.1
	100


a
As of 1 January.

b
A separate price for feed wheat was introduced for the 1993 crop year and set at Sk$3,000 for 1993 and 1994.

c
Figure for 1989 only.

Source:
Statistical Office of the Slovak Republic.

Chyba! Neznámy argument prepínača..
Slovakia has a Uruguay Round commitment to reduce export subsidies on cereals and flour products.
  The base outlay level for this product group is Sk$288 million, with a commitment not to exceed Sk$184.3 million by 2000.  The base quantity is 138,000 tonnes, not to exceed 109,000 tonnes by 2000.  No export subsidies were paid on these products during 1993 or 1994.

Chyba! Neznámy argument prepínača..
Per capita consumption of potatoes has been increasing in Slovakia, perhaps linked to the decline in consumer incomes, and potatoes form an important part of the typical Slovak diet (Table V.9).  Production, however, has declined from its average level during the late 1980s and in 1994, as a result of drought, dropped sharply.  Slovakia imports about 20 per cent of its domestic potato consumption.

Table V.9

Production and trade of potatoes, 1986-94

	PRIVATE 

	Average 1986-89
	1990
	1991
	1992
	1993
	1994

	Production 
('000 tonnes)  
	840
	788
	669
	658
	825
	500

	Per capita consumption 
(kg)  
	75
	86
	91
	78
	83
	86

	Guaranteed producer price 
(Sk$ per tonne)  
	n.a.
	n.a.
	3,100
	n.a.
	3,000b
	n.a.

	Net exports 
('000 tonnes)  
	-230a
	-180
	-280
	-195
	-23
	-198


n.a.
Not applicable.

a
Figure for 1989 only.

b
During the period 18-30 November for a volume of 100,000 tonnes.

Source:
Statistical Office of the Slovak Republic.
Chyba! Neznámy argument prepínača..
The tariff on potato imports is 155 per cent.  Under its Uruguay Round commitments, Slovakia is reducing this tariff to 100 per cent by 2000 and has introduced an m.f.n. tariff quota, with imports at the reduced tariff rate of 50 per cent limited to 9,200 tonnes (Table IV.3).  Preferences are given to 1,000 tonnes of imports from the EU (which are subject to a tariff of either 9 or 10 per cent, depending on the tariff line under which they enter) and to 2,000 tonnes of imports from Hungary (at a tariff equal to 70 per cent of the in-quota m.f.n. rate, i.e., 35 per cent).  Slovakia reserves these quantities for the preferential suppliers, and only the remaining 6,200 tonnes of the m.f.n. tariff quota are open to non-preferential suppliers.
  Seasonal tariffs are applied, with a zero duty in effect from 1 January until 15 May and a 10 per cent duty in effect from 16 May until 30 June.  

Chyba! Neznámy argument prepínača..
As a result of the decreased production in 1994 and a consequent domestic shortage, Slovakia applied a temporary tariff quota lasting for several months and ending in December 1994.  The tariff on potato imports was reduced to zero for 110,000 tonnes of imports from all sources during this period.  As low seasonal tariffs are in effect during the first six months of the calendar year, it was not necessary to continue this special tariff quota into 1995.  By the time high tariffs again took effect in July 1995, production had returned to normal levels and the special tariff quota was not renewed.  This temporary tariff quota made use of a provision in the Czech-Slovak customs union agreement that allows either party, with the agreement of the other, to temporarily reduce tariffs for a pre-determined quantity of imports of a product in short supply (Chapter IV(2)(i)(g)).

(b)
Livestock products

Chyba! Neznámy argument prepínača..
The per capita consumption of most livestock products under the previous central-planning régime was high in comparison with other economies of similar income levels.  Price decontrol and other market reforms led to substantially higher consumer prices for these products while, at the same time, a broader range of alternative foods became available to consumers.  As a result, per capita consumption of meat declined 23 per cent from the late 1980s to 1994;  butter consumption fell 38 per cent and fluid milk consumption was down by 30 per cent (Table V.10).  The fall in the quantity of meat demanded is reflected in a 36 per cent contraction in the real value of domestic output from 1985-89 to 1994.

Chyba! Neznámy argument prepínača..
Tariffs on imports of livestock products are among the highest of all products in Slovakia.  The simple average of m.f.n. tariffs for live animals (HS 01) is 19.5 per cent.
  Tariffs on meat products (ISIC 3111) average 29.9 per cent and those on dairy products (ISIC 3112) average 27.4 per cent.  Slovakia established several tariff quotas under the WTO Agreement on Agriculture, including in the areas of bovine meat; swine; poultry meat; butter; and yogurt (Table IV.3).  Portions of some m.f.n. tariff quotas are reserved for preferential suppliers, with more than one-third of the m.f.n. tariff quota being reserved in some cases (sheep and sheep meat; dried meat and edible meat offal; and milk and cream).  Comparatively few tariff preferences are granted and GSP treatment is given to a small share of tariff lines in comparison to other industries (Table IV.8).
  Where preferences exist, the volume of imports is often restricted by preferential tariff quotas (Table IV.4).

Table V.10

Developments in the livestock sector, 1985-94
	PRIVATE 

	Average

1985-89
	1990  
	1991  
	1992  
	1993  
	1994  

	Production value (Sk$ million, 1989)
	28,068  
	27,973  
	23,223  
	20,160  
	18,180  
	17,938  

	Cattle for slaughter
	5,777  
	58,899  
	5,802  
	4,817  
	4,772  
	3,468  

	Pigs for slaugher
	7,170  
	7,513  
	6,568  
	6,264  
	5,884  
	5,808  

	Milk
	8,933  
	8,640  
	6,869  
	5,988  
	5,465  
	5,196  

	Per capita consumption (kg)
	
	
	
	
	
	

	Meat (excluding fish)
	81a
	84
	77
	70
	65
	62

	Butter
	6.9a
	6.4
	6.3
	4.6
	4.1
	4.3

	Milk
	121a
	108
	99
	96
	88
	85

	Exports
	
	
	
	
	
	

	Live cattle (US$ million)
	...
	...
	...
	...
	43.3
	23.2

	Dairy products (US$ million)
	...
	...
	...
	...
	47.6
	36.8

	Beef and veal ('000 tonnes)
	...
	...
	74.6
	25
	23.5
	5.0   

	Imports 
	
	
	
	
	
	

	Dairy products (US$ million)
	...
	...
	...
	...
	48.6
	24.3


n.a.
Not available.

a
Average for 1986-89.

Source: 
Statistical Office of the Slovak Republic.

(3)
Mining, Quarrying and Energy
Chyba! Neznámy argument prepínača..
Many of Slovakia's key industries, such as iron and steel, are highly energy-intensive.  Slovakia, however, produces little of its own energy, and some 90 per cent of primary energy sources are imported.  The ability of many manufacturing industries to compete on international markets thus depends on their access to foreign energy supplies at competitive prices.

Chyba! Neznámy argument prepínača..
Government price controls continue to be applied equally to imported and domestically produced coal.  The authorities do not foresee the liberalization of coal prices in the near future.  Most other energy products are also price-controlled, always with equal treatment of domestic and imported products.  With respect to electric power and gas, prices are controlled for household consumption while prices for industrial users are negotiated with the providers.  Prices of all oil products are controlled, with the exception of gasoline and petroleum, for which only price ceilings are in force.

Chyba! Neznámy argument prepínača..
According to the authorities, enterprises that provide energy and gas, which are considered to be strategic sectors, are not scheduled for privatization (Chapter IV(5)(i)).

(i)
The mining and quarrying sector
Chyba! Neznámy argument prepínača..
The mining and quarrying sector (ISIC 2) in Slovakia accounts for about 1 per cent of GDP and 1 per cent of employment.  Imports of mining products, however, comprised some 14 per cent of total merchandise imports in 1994, and make up about three quarters of domestic consumption.

Chyba! Neznámy argument prepínača..
Tariffs are low throughout the sector.  The m.f.n. tariffs average 0.3 per cent and no rate exceeds 5 per cent (Table AV.1).  Under Slovakia's preferential trade agreements, tariff preferences are given on imports of a broad range of products within the sector, but with consistently low m.f.n. tariffs these preferences are unlikely to have caused much trade diversion.  The import surcharge applies only to the products of two small industries (ISIC 2903, salt mining, and 2909, mining and quarrying, n.e.s.) and even the imports of products in these categories are almost always exempted.  

Chyba! Neznámy argument prepínača..
However, Slovakia has non-automatic import licensing requirements in place on coal in order to protect the domestic brown coal industry but also, according to the authorities, for environmental reasons.  This may have a substantial trade-restricting effect.  Imports of lignite, a product of brown coal, are limited to 500,000 tonnes annually and this amount is, according to the authorities, below demand.  The criteria involved in granting import licences for coal are price, sulphur content (for environmental reasons) and whether the country of export has existing financial claims on Slovakia.  According to the authorities, the maximum quantities set for black coal exceed domestic demand and there is no domestic production of black coal.
  Coal for coke is limited to 2.8 million tonnes and black coal for energy production is limited to 2.4 million tonnes annually (Table IV.9).

Chyba! Neznámy argument prepínača..
In 1994, the State subsidized coal mining firms' losses arising from the production of certain types of brown coal for public sector use;  the subsidies totalled Sk$125 million.  Similar subsidies are being made in 1995 and are forecast to total Sk$ 110 million.  According to the authorities, there is no other State assistance to the industry.

Chyba! Neznámy argument prepínača..
To date, ten enterprises have been privatized in the coal mining industry.  Coupon privatization was used in the case of four enterprises that were, in total, valued at Sk$ 228 million, while six enterprises, valued at Sk$ 2,058 million, were privatized by standard methods.
  Some 15 enterprises, valued at Sk$ 7,224 million, remain to be privatized.

(ii)
Primary energy sources
Chyba! Neznámy argument prepínača..
In 1992 domestic annual coal consumption was equal to 10.2 million tonnes, while domestic production was 3.7 million tonnes.  The authorities expect consumption to decline to 6.8 million tonnes by 2000 and to 5.5 million tonnes by 2010.  Domestic production is expected to be constant, and coal imports are thus expected to decline.

Chyba! Neznámy argument prepínača..
Natural gas accounted for one quarter of Slovakia's primary energy consumption in 1992.  The authorities expect this share to rise to some 35 per cent by 2010 as a result of rapid increases in demand from households, service industries and small-scale manufacturing.  As of 1992, 96 per cent of Slovakia's natural gas consumption was imported from the former Soviet Union.

Chyba! Neznámy argument prepínača..
Slovakia imports virtually all of its crude oil from former Soviet Union countries.  A joint stock company, Slovnaft, is the only crude oil refiner now operating in Slovakia, although according to the authorities entry into this sector is not restricted and the importation of refined crude oil products is not restricted.  The purchase of Benzinol, a State-owned gasoline distributor, by Slovnaft was approved by the Slovak Antimonopoly Office in May 1995.  The combined national share in gasoline distribution of the two enterprises is expected to equal 80 per cent.

Chyba! Neznámy argument prepínača..
Electricity consumption dropped by some 10 per cent from 1989 to 1992, with declines of over 30 per cent in electricity use by industrial enterprises and of 20 per cent in agricultural use resulting from the economic contraction but also from more efficient use of electricity.  During this period, however, electricity use by households increased by some 10 per cent, to account for 18 per cent of total electricity use.  There are three major means of electricity generation used in Slovakia:  thermal, which accounts for some 40 per cent of the total, nuclear (50 per cent) and hydro (10 per cent).  In 1993 some 5 per cent of electricity was imported.

(4)
Manufacturing  (Table AV.1)

Chyba! Neznámy argument prepínača..
Manufacturing activity has dropped sharply since the start of the economic transition, but the sector continues to play a central rôle in the Slovak economy.  Trade policy has an important bearing on this rôle.  The output of manufacturing industries in 1993 was less than half their output in 1989 (Table V.11).
  This severe contraction began with the collapse of export markets to former Council for Mutual Economic Assistance (CMEA) partners and was intensified by the general loss of purchasing power in these countries as they themselves went into economic transition, and by the initial stages of the conversion of armament industries.  Industrial contraction was particularly great in those Slovak industries that exported mainly to other CMEA countries, including some textile, clothing and leather industries, machinery and equipment, transport equipment, and industries linked to armament production.

Table V.11

Production by manufacturing industries (ISIC 3), 1989-94
	PRIVATE 

	Share of manufacturing output, 1993

(Per cent)
	1989
	1990
	1991
	1992
	1993
	1994a

	
	
	Index of industrial production (1988=100)
	
	
	
	
	

	Manufacturing
	Sk$406 bn.
	99.7
	95.5
	70.9
	59.8
	48.7
	...

	Food products, beverages and tobacco
	17.9
	101.8
	102.4
	85.2
	68.5
	51.5
	...

	Textiles and textile products 
	5.3
	102.5
	103.3
	64.8
	58.2
	47.7
	49.8

	Leather and leather products 
	2.1
	101.6
	102.1
	60.1
	49.0
	35.6
	...

	Wood and wood products
	1.8
	101.6
	95.7
	71.0
	57.6
	46.8
	...

	Pulp, paper & paper products;  publishing & printing
	5.5
	103.4
	105.0
	91.3
	88.3
	77.4
	...

	Coke, refined petroleum products and nuclear fuel
	9.2
	99.2
	80.7
	74.4
	63.4
	36.6
	  44.5

	Chemicals, chemical products and man-made fibres
	9.2
	101.2
	96.3
	63.0
	62.9
	59.3
	63.0

	Rubber and plastic products
	3.8
	101.4
	101.1
	74.7
	72.0
	65.3
	...

	Other non-metallic mineral products (inc. glass)
	4.9
	101.9
	96.0
	66.1
	61.8
	56.5
	...

	Basic metals and fabricated metal products
	19.0
	101.2
	101.0
	81.1
	76.6
	73.2
	...

	Machinery and equipment, n.e.s.
	8.5
	89.1
	85.2
	53.7
	35.0
	26.6
	...

	Electrical and optical equipment
	5.3
	103.9
	99.1
	63.5
	48.8
	43.6
	...

	Transport equipment
	4.6
	102.6
	95.3
	63.0
	44.6
	36.6
	...

	Manufacturing, n.e.s.
	2.8
	104.8
	104.1
	71.9
	68.0
	58.4
	...


...
Not available.

a
Preliminary data.

Note: 
Based on output of industrial enterprises with 25 or more employees.

Source: 
WTO Secretariat calculations based on data provided by the Statistical Office of the Slovak Republic.

Chyba! Neznámy argument prepínača..
The contraction in manufacturing also was exacerbated by the early effects of economic transition in Slovakia itself.  The loosening of import restrictions, for example, forced Slovak manufacturers, many of them newly privatized, to face greater import competition just as they were responding to the loss of export markets.  However, trade liberalization, foreign exchange liberalization, price decontrols, and other reforms created opportunity as well as adjustment pressures.  By 1994, manufacturing exports had expanded and were a major contributing factor to Slovakia's strong economic growth.

Chyba! Neznámy argument prepínača..
Slovakia's import policies for manufactured products are, with the important exception of food manufactures, relatively liberal.  The m.f.n. tariffs on manufactured products average (on an unweighted basis) 8.3 per cent across the sector, but less than 6 per cent when food, beverage and tobacco products are excluded.  Tariffs on manufactures are, however, highly escalatory;  they average 1.5 per cent on products at the lowest stage of processing, 6.0 per cent on semi-processed manufactures and 10.0 per cent on fully processed manufactured imports. The temporary 10 per cent import surcharge is applied on only about 15 per cent of manufacturing imports, implying an average applied surcharge rate on imported manufactures of 1.5 per cent.
  However, since the surcharge is applied primarily on highly processed goods, its existence exacerbates tariff escalation.

Chyba! Neznámy argument prepínača..
Margins of tariff preference for imported manufactured products resulting from Slovakia's preferential trade agreements are greater than those for agricultural or mining products.  The average preferential tariff on imported manufactures from the EU, for example, is 5.5 per cent, an average preference margin of 2.8 percentage points (Table AV.1).  Nevertheless, because m.f.n. tariffs are moderate and because preferential agreements are in place with Slovakia's major trade partners, these preferences are not likely to cause substantial changes in the sources from which Slovakia imports;  nor is this likely to change as larger preference margins are implemented over the next several years (Chapter IV(2)(iii)).

(i)
Food products, beverages and tobacco (ISIC 31)

Chyba! Neznámy argument prepínača..
Slovakia's food processing, beverages and tobacco industry accounted for some 18 per cent of manufacturing output in 1993.  Real output in the industry fell by 48 per cent during the period 1988 to 1993.  Among the largest declines in real output within the sector were meat processing, with a decline of 57 per cent,  and butter (56 per cent), while much smaller or no declines took place in sugar refining (9 per cent), beer (16 per cent) wheat flour (16 per cent) and distilling and spirits (no change).  Slovakia is a net importer of the products of this sector, with 1994 imports equal to US$417 million and exports equal to US$283 million;  in 1994 these products accounted for 4.4 per cent of manufacturing exports and 7.7 per cent of manufacturing imports (Table V.12).

Chyba! Neznámy argument prepínača..
The sector is the most heavily protected in the economy (Table AV.1).  M.f.n. import tariffs average 19.1 per cent, more than triple the average tariff of 5.8 per cent in the rest of the economy.  Tariffs are particularly high in meat processing (ISIC 3111), where they average 29.9 per cent and range up to 232.7 per cent;  in dairy products (ISIC 3112), with a 27.4 per cent average;  in sugar refining (ISIC 3118), a 50.3 per cent average;  in distilling and spirits (ISIC 3131), a 45.7 per cent average;  and in wine (ISIC 3132), a 70.1 per cent average.  In addition to the m.f.n. tariffs, the temporary import surcharge is applied on 44 per cent of the imports of products in the sector, a relatively high share, and the applied rate of the surcharge averages 4.4 per cent.
  When the import surcharge is included, average m.f.n. tariff protection in the food products, beverages and tobacco sector equals 23.5 per cent, almost four times the average tariff of 6.4 per cent in all other sectors.  Tariffs in the sector are also highly escalatory, averaging 1.1 per cent for goods in the lowest stage of processing, 19.2 per cent for semi-processed goods, and 22.7 per cent for fully processed goods (Table V.13).

Chyba! Neznámy argument prepínača..
Tariff preferences do not appear to offer much relief from this high protection.  While preferential tariff rates across all tariff lines average about half of m.f.n. rates, in most food processing, beverages and tobacco industries average preference margins (on a simple average basis) are small.  For example, the average preference margin for imports of products in these industries from the EU is 1.9 per cent (Table AV.1).

Table V.12

Shares of manufacturing value added, exports and imports, by industry, 1993 and 1994
	PRIVATE 

	Share of manufacturing value added, 1993a
	Share of manufacturing exports, 1994
	Share of manufacturing imports, 1994

	Manufacturing
	Sk$80.5 billion
	US$6,494 million
	US$5,423 million

	Food products, beverages and tobacco
	13.5
	4.4
	7.7

	Textiles and apparel
	9.3
	8.6
	5.0

	Leather, leather products and footwear
	...
	2.1
	0.9

	Wood and wood products
	...
	4.6
	1.1

	Pulp, paper & paper products;  publishing & printing
	5.9
	4.7
	3.4

	Coke, refined petroleum products and nuclear fuel
	4.9
	5.1
	9.6

	Chemicals, chemical products and man-made fibres
	9.2
	13.6
	17.4

	Rubber and plastic products
	...
	3.8
	2.0

	Other non-metallic mineral products (inc. glass)
	...
	4.7
	2.0

	Basic metals and fabricated metal products
	12.4
	24.0
	11.3

	Machinery and equipment, n.e.s.
	12.2
	7.5
	17.1

	Electrical and optical equipmentb
	...
	6.4
	13.4

	Transport equipment
	4.4
	8.9
	7.0

	Manufacturing, n.e.s.
	...
	1.7
	2.2


...
Not available.

a
Preliminary.

b
Trade data for this category includes professional and scientific equipment, which in 1994 accounted for one quarter of imports.

Note:
Based on output of industrial enterprises with 25 or more employees.

Source: 
WTO Secretariat calculations based on data provided by the Statistical Office of the Slovak Republic.

Table V.13

Tariff escalation and trade in food manufacturing 
(Per cent and US$ million)

	PRIVATE 

	
	
	
	
	

	Sector
	Level of processing
	Average m.f.n. tariff (per cent)
	Surcharge

(per cent)
	Imports

(US$ million)
	Exports

(US$ million)

	
	
	
	
	
	

	Food, beverages and tobacco
	Low
	1.1
	4.4a
	55.2
	40.2

	
	Medium
	19.2
	
	20.2
	9.5

	
	High
	22.7
	
	341.1
	233.8

	Food products
	Low
	0.1
	3.9a
	37.2
	30.3

	
	Medium
	13.7
	
	19.6
	8.9

	
	High
	17.4
	
	209.6
	149.4

	Other food products and animal feeds
	Low
	7.4
	3.1a
	18.0
	9.8

	
	Medium
	60.0
	
	0.6
	0.5

	
	High
	12.7
	
	44.9
	9.6

	Beverages
	High
	56.6
	5.5
	50.3
	48.1

	Manufactured tobacco
	High
	38.8
	9.0
	36.2
	26.7


a
Average for products at all processing levels in the sector.

Note:
Levels of processing are as defined by the WTO Secretariat.

Source: 
WTO Secretariat calculations based on data provided by the Slovak authorities.

Chyba! Neznámy argument prepínača..
Current preferences are substantial, however, for products of the distilling and spirits industry (ISIC 3131).  The m.f.n. tariffs average 45.7 per cent, but preferential tariffs average 19 per cent for imports from the EU, 12.8 per cent for EFTA, and 33 per cent for Hungary and Poland.  Most imports of the products of this industry come from the CEFTA partners, the Czech Republic, Hungary and Poland.

Chyba! Neznámy argument prepínača..
Although no studies are available on the effective protection for the manufacture of food products, beverages and tobacco, the high nominal protection of the sector combined with the relatively low protection of other sectors (implying that costs of intermediate inputs are not greatly distorted) suggests that effective protection is probably very high.  The impact of sustained high effective protection is to pull larger amounts of productive resources - primarily labour and capital - into the sector than is economically efficient.

(ii)
Textiles and clothing
Chyba! Neznámy argument prepínača..
Textiles and clothing (ISIC 321 and 322) account for some 9 per cent of manufacturing value added and 9 per cent of manufacturing exports (Table V.12).  Until 1990 the sector's output was heavily directed toward CMEA partners, with some 90 per cent of exports - equal to nearly half of total production - sold to the Soviet Union.  Thus, with the drop in economic activity in CMEA countries, the sector contracted sharply beginning in 1991, and in 1993 the total output of the sector was less than half its 1990 peak (Table V.11);  employment in the industry dropped from 70,000 to about 45,000 during this period.  Production increased 4.4 per cent in 1994 despite a continued decline in employment of 4.1 per cent.  Exports to western markets have begun to expand after a period of decline that the authorities believe was caused by the dissolution of the CSFR and the resulting necessity, for Slovak producers, of finding new trade contacts, and perhaps by privatization and other adjustment pressures.  Net exports of textiles were US$142 million in 1994 and net exports of clothing were US$143 million, together equivalent to 2.2 per cent of GDP.  According to the authorities, the State has not provided financial support for structural adjustment in this sector.

Chyba! Neznámy argument prepínača..
Slovakia's m.f.n. import tariffs average 7.3 per cent for textiles and 10.5 per cent for clothing.  Tariffs on textile goods average 0.2 per cent in the lowest level of processing, 6.4 per cent on semi‑processed textiles and 9.6 per cent on fully processed textiles (Table V.14).  As all clothing is considered fully processed, the higher tariffs on clothing combined with the tariff escalation in textiles implies an even stronger pattern of tariff escalation when textiles and clothing are considered as a single sector.  Tariff escalation is also reinforced by the temporary import surcharge, in effect since early 1994, which is applied at a rate of 10 per cent on final goods.  Including the import surcharge, tariffs on clothing average 17.5 per cent.

Table V.14

Tariff escalation and trade in textiles and clothing
(Per cent and US$ million)

	PRIVATE 
Sector
	Level of processing
	Average m.f.n. tariff

(per cent)
	Surcharge

(per cent)
	Imports

(US$ million)
	Exports

(US$ million)

	Textiles
	Low
	0.2
	3.4a
	5.8
	3.4

	
	Medium
	6.4
	
	139.6
	262.8

	
	High
	9.6
	
	80.3
	102

	Clothing
	High
	10.5
	7
	47.3
	190.6


a
Average for products in the textiles sector.

Source: 
WTO Secretariat calculations based on data provided by the Slovak authorities.

Chyba! Neznámy argument prepínača..
Slovakia offers substantial tariff preferences for textiles and clothing to some of its trading partners under preferential arrangements;  these preferences mitigate the import protection described above.  Compared to the average m.f.n. tariff for textiles of 7.3 per cent, textile imports from the EU, EFTA and Poland face average tariffs of 3.9 per cent;  preference margins for imports from Hungary and Romania are somewhat smaller but imports from Slovenia face an average tariff of only 0.5 per cent (Table AV.1).
  In clothing, where the average m.f.n. tariff is 10.5 per cent, imports from the EU and EFTA face average tariffs of 7.3 per cent;  the averages faced by imports from Hungary (9 per cent), Poland (7.5 per cent) and Romania (7.7 per cent) are somewhat higher.  The tariff rate on all clothing imports from Slovenia is zero.
  Preferential rates are scheduled to decline further during the next few years.  Slovakia offers preferences under its GSP scheme on many textiles products but on few clothing products (Table IV.8).

Chyba! Neznámy argument prepínača..
Exports of some Slovak textiles and clothing products are restricted by bilateral agreements negotiated under the auspices of the Multifibre Arrangement (MFA) and under the Europe Agreement with the European Union (EU).
  The MFA quotas are applied in trade with Canada, Norway and the United States (Table V.15).  As a result of the WTO Agreement on Textiles and Clothing, the rates of growth in effect at the end of 1994 serve as the base growth rate for these quotas.  In the initial three years of the transition, the base growth rates are being increased by 16 per cent, so that a quota that would have grown at an annual rate of 1 per cent will, during 1995, 1996 and 1997, increase at an annual rate of 1.16 per cent.  In many cases, the Agreement also leads to considerably more flexibility for exporting countries in terms of administering the quotas;  Article 2.16 of the Agreement removes limitations on the exporting country's flexibility to combine unused quotas from earlier years (carryover), quotas from different product groups (swing), and future quotas (carry forward).

Table V.15

Slovakia's textiles and clothing export restrictions under the MFA
	PRIVATE 

	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Importer
	Product description
	1994 restraint level (pcs.)
	Growtha
	Swingb
	CO/CFc
	Combined flexibilityd
	

	
	
	
	
	
	
	1994
	1995

	
	
	
	
	
	
	
	

	Canada
	Men's woven suits and ensembles
	71,212
	(4.0)

4.64
	7.0
	CO+CF=10.0

CF=5.0
	15.0
	n.a. 

(27.0)

	
	Trousers, overalls and shorts
	208,998


	(6.0)

6.96
	7.0
	CO+CF=10.0

CF=5.0
	15.0
	n.a. 

(27.0)

	
	Combed wool & wool blend fabric
	86,655 kg.
	(3.0)

3.48
	7.0
	CO+CF=10.0

CF=5.0
	15.0
	n.a.

( 27.0)

	
	Cotton terry towelling toilet and kitchen linen
	5,805 kg.
	(6.0)

6.96
	7.0
	CO+CF=10.0

CF=5.0
	15.0
	n.a.

( 27.0)

	Norway
	Jackets, blazers, etc. of wool, cotton or man-made fibres
	66,950


	(3.0)

3.48
	3.0
	CO+CF=10.0

CF=5.0
	n.a.

(13.0)
	n.a.

(23.0)

	
	Trousers, slacks, jeans, etc.
	154,500  
	(3.0)

3.48
	3.0
	CO+CF=10.0

CF=5.0
	n.a.

(13.0)
	n.a.

(23.0)

	
	Bed linen
	30,900 kg.
	(3.0)

3.48
	3.0
	CO+CF=10.0

CF=5.0
	n.a.

(13.0)
	n.a.

(23.0)

	United States
	Wool woven fabric
	394,003 m2
	(1.0)

1.16
	7.0
	CO+CF=11.0 CO=11.0

CF=7.0
	n.a.

(18.0)
	n.a.

(25.0)

	
	Men's and boys' suit-type coats of wool
	11,005 dozen
	(1.0)

1.16
	7.0
	CO+CF=11.0 CO=11.0

CF=7.0
	n.a.

(18.0)
	n.a.

(25.0)

	
	Women's and girls' wool coats
	16,622 dozen
	(1.0)

1.16
	7.0
	CO+CF=11.0 CO=11.0

CF=7.0
	n.a.

(18.0)
	n.a.

(25.0)

	
	Men's and boys' wool suits
	91,934
	(1.0)

1.16
	7.0
	CO+CF=11.0 CO=11.0

CF=7.0
	n.a.

(18.0)
	n.a.

(25.0)


n.a.
Not applicable.

a
The 1994 growth rate is in parentheses;  the second number is the new growth rate for 1995, including the 16 per cent growth rate increase stipulated in the WTO Agreement on Textiles and Clothing.

b
"Swing" refers to the amount of a quota that may be borrowed from another product category.

c
Carry-over and carry (or "borrow") forward refer to the amount of a quota that may be applied from unused portions of the previous year's limits or from future allocations.  The first value is the limit on the sum of carry-over and carry-forward;  the second is the carry-forward limit.

d
"Combined flexibility" was a limit placed on the sum of swing, carry over, and carry forward.  The WTO Agreement on Textiles and Clothing (Article 2:16) states that "No quantitative limits shall be placed or maintained on the combined use of swing, carry-over and carry-forward".  With the combined flexibility limits eliminated, from 1995 the limit is simply equal to the sum of the three components (noted in parentheses).

Source:
WTO Secretariat, based on notifications under Article 2.1 of the WTO Agreement on Textiles and Clothing (WTO documents G/TMB/N/61, G/TMB/N/62 and Add.1, and G/TMB/N/63).

Chyba! Neznámy argument prepínača..
Slovak exports of textiles and clothing to the EU are covered by Protocol 1 of the Interim Agreement, which entered into force in March 1992.
  Tariffs on EU imports of textiles and clothing products are being reduced and are to be eliminated by January 1998.  Tariffs on certain categories of goods reimported into the EU following processing or manufacturing (outward-processing trade, or OPT) in Slovakia were eliminated in 1992.  Quantitative restrictions on Slovak exports to the EU have existed at least since 1987 and, as part of the Interim Agreement, the two Parties have undertaken to negotiate a new protocol on quantitative arrangements;  this Additional Protocol is to lead to the elimination of quantitative barriers by the end of 1997.  Also, as a result of the accession of Austria, Finland and Sweden to the EU at the beginning of 1995, Slovakia negotiated an average 27 per cent increase in quotas for direct exports and an average 10 per cent increase in OPT quotas.

(iii)
Chemicals
Chyba! Neznámy argument prepínača..
Slovakia's chemicals industry (ISIC 351, 352, 355 and 356) accounted for 9 per cent of both manufacturing value added and manufacturing output in 1993 (Tables V.11 and V.12).
  Trade is important to the sector, with chemicals exports and imports accounting for nearly 14 and 17 per cent, respectively, of Slovakia's manufacturing exports and imports in 1994;  over half of the industry's production is typically exported.
  Output of the industry had contracted by over 40 per cent from 1988 to 1993, owing largely to the severe contraction of exports to CMEA countries, which previously were the destination of some 60 to 80 per cent of Slovak chemicals exports.  In 1994 output expanded by 12.5 per cent and exports rose by 26 per cent.
  The refining, petrochemicals and basic plastics industries were responsible for much of this expansion:  output in these industries was up 22 per cent and exports increased 43 per cent over 1993.

Chyba! Neznámy argument prepínača..
Tariffs on chemicals imports are fairly low (Table AV.1).  The m.f.n. tariffs on industrial chemicals (ISIC 351) average 4.7 per cent and average tariffs on products of other sectors range from 4.3 per cent (other chemicals and pharmaceuticals) to 8.7 per cent (manufactured plastics).  Tariffs on chemical products are escalatory, although the correlation between stage of processing and tariff rates is weaker than that in food manufacturing or textiles and clothing.
  Most products in the sector are for industrial use and thus are exempt from the temporary 10 per cent import surcharge:  the average surcharge rate on products throughout the sector is 0.7 per cent.  However, in household chemicals (ISIC 3523) such as soaps, cleaning agents and perfumes, the average surcharge rate is 7.1 per cent;  this exceeds the average m.f.n. tariff for these products, which is 6.9 per cent.  In chemicals, as in the other sectors examined in this section, the import surcharge tends to reinforce the tariff escalation present in the m.f.n tariff régime.  It thus magnifies the effective protection already provided to the manufacture of highly processed goods by the combination of moderate-sized tariffs on highly processed goods and low tariffs on the inputs used in their manufacture.

Chyba! Neznámy argument prepínača..
Substantial tariff preferences are in place for Slovakia's partners in preferential arrangements.  These preferences lead, in most cases, to at least a halving of m.f.n. tariffs for imports of chemical products from the EU, EFTA, Hungary and Poland, Romania and Slovenia.
  Because of the relatively rapid implementation of the free-trade agreement with Slovenia, imports from Slovenia face the lowest average tariff.  The smallest preference margins tend to be those for imports from Romania.

Chyba! Neznámy argument prepínača..
Privatization of enterprises in the chemicals industry is planned to be the largest part of the second wave of privatization (Chapter IV(5)(i)).  In nearly all cases privatization was to be implemented by standard methods, such as management buy-outs or other forms of management involvement, rather than by vouchers, even before voucher privatization was abandoned in mid-1995.

Chyba! Neznámy argument prepínača..
The authorities anticipate that annual growth in chemicals exports will be between 4 per cent and 7 per cent, while the output of chemicals will rise be some 3 to 5 per cent a year from 1995 to 1998.  The expansion of output would come largely from increased labour productivity of 6 to 7 per cent a year resulting from expanded capacity.  According to the authorities, a plan for government policy toward the industry was forwarded to the Government by the Ministry of Economy in July 1995.  Among the concerns is the upgrading of testing and quality standards in the industry to those of the EU.

(iv)
Basic metals and fabricated metal products
Chyba! Neznámy argument prepínača..
The basic metals and fabricated metal products industry (ISIC 37 and ISIC 381) has been among the strongest performing of all Slovak industries.  Although the industry was built under the previous central planning régime with the intention of exporting to other CMEA countries, its contraction in the early phase of economic transformation was less severe than that endured by most other Slovak industries, and the industry had a stabilizing rôle in the Slovak economy during the early 1990s.  At its low point in 1993, industry output had declined by 27 per cent from its 1988 level, while the output of other manufacturing industries contracted during this period by some 57 per cent (Table V.11).
  This largely reflected the industry's success in rapidly reorienting exports from its traditional markets (including the domestic steel-using industries) to western Europe and Asia.  Products of the industry accounted for 24 per cent of manufacturing exports in 1994 (Table V.12).

Chyba! Neznámy argument prepínača..
The loss of domestic demand, owing to the contraction of steel-using industries such as armaments, led Slovak steel makers to seek new markets, and their success is recorded in the large increases in steel exports.
  The greatest increases in export sales of rolled material were to Asian markets, particularly Thailand and China.  In total, exports of rolled material to destinations outside Europe and  the former Soviet Union increased from a negligible share of total sectoral exports in 1990 to 55 per cent in 1992 and were 50 per cent in 1994.  The share of rolled material exports destined for the EU dropped during this period from 62 per cent to 28 per cent in 1992 and 20 per cent in 1994.  The EU share of steel pipes and tubes increased markedly from 1990 to 1992, however, as exports to the countries of the former Soviet Union shrank.  Total exports of steel products were equal to Sk$ 30.9 billion in 1994, out of a total production value of Sk$ 39.4 billion.

Chyba! Neznámy argument prepínača..
The early privatization of enterprises may have contributed to this industry's recent success.  All former State enterprises in the industry were privatized as part of the first wave of the Czech and Slovak Federal Republic (CSFR) coupon privatization scheme beginning in 1992.  Some 85 per cent of the industry had been privatized by 1994 and, according to the authorities, privatization in the industry has been completed.  By mid-1994, an average of some 65 per cent of the ownership of Slovakia's three major steel makers was in the hands of stockholders who had acquired the shares through vouchers, while nearly 15 per cent of shares were temporarily controlled by the National Property Fund, 3 per cent by the Restitution Fund, and 17 per cent by other holders.

Chyba! Neznámy argument prepínača..
Slovakia produces several types of steel product and has the following annual production capacities (in thousands of tons):  raw steel (4,940), rolled material (3,740), hot-rolled seamless steel tubes (180), cold-drawn seamless precise tubes (85), large-diameter welded steel tubes (110) and ferroalloys (170).
  In 1993 production of raw steel equalled some 4 million tons, while the production of rolled material was 3.4 million tonnes and the output of raw iron was 3.2 million tonnes (Table V.16).  Slovakia has not developed a capacity for large-length rolled and alloy steel-based products, and imports these products mostly from the Czech Republic.  Nor does Slovakia itself have many of the key inputs for making iron, steel and other basic metals;  it has found it profitable in this respect to continue its relationship with former CMEA countries for the purchase of key inputs.  Iron ore is typically purchased from Ukraine
, coal and manganese ore are imported from Russia, metallurgic coke from the Czech Republic, chrome ore from Kazakhstan, and bauxite from Hungary.  

Chyba! Neznámy argument prepínača..
Slovakia's market for imports of basic metals and fabricated metal products is relatively open.
  The m.f.n. tariffs average 5.3 per cent for iron and steel (ISIC 371), 2.1 per cent for non-ferrous basic metals (ISIC 372) and 6.0 per cent for fabricated metal products (ISIC 381) (Table AV.1).  The highest m.f.n. tariff protection, with a tariff average of 8.9 per cent, is on metal furniture and fixtures (ISIC 3812).  Reductions from m.f.n. tariffs are granted to partners with which Slovakia has preferential arrangements, with preference margins usually equal to some 2 to 3 percentage points.  Imports from these partners comprised some 90 per cent of the total imports of products in this sector.  No preferences under the GSP are offered for iron and steel products (Table IV.8).

Table V.16

Production and exports of principal steel products, 1989-94
('000 tonnes and per cent)

	PRIVATE 

	Units
	1989
	1990
	1991
	1992
	1993
	1994

	Crude steel production
	'000 tonnes
	4,741
	4,779
	4,161
	3,818
	3,950
	4,100

	Rolled material production
	'000 tonnes
	3,228
	3,241
	3,065
	3,288
	3,434
	3,570

	Of which:  exported
	Per cent
	36.9
	37.8
	58.8
	62.9
	83.6
	77.7

	  Share of exports:
	
	
	
	
	
	
	

	  European Union
	Per cent
	n.a.
	62
	n.a.
	28
	23
	20

	  Other Europe (excl. former USSR)
	Per cent
	n.a.
	35
	n.a.
	14
	23
	27

	  Countries of former USSR
	Per cent
	n.a.
	3
	n.a.
	3
	3
	3

	  Near and Far East (incl. China)
	Per cent
	n.a.
	0
	n.a.
	43
	41
	38

	  Others
	Per cent
	n.a.
	0
	n.a.
	12
	10
	12

	Steel pipes and tubes production
	'000 tonnes
	296
	289
	209
	193
	137
	160

	Of which:  exported
	Per cent
	48.3
	48.4
	57.9
	73.6
	78.1
	75.5

	  Share of exports:
	
	
	
	
	
	
	

	  European Union
	Per cent
	...
	6
	...
	41
	27
	34

	  Other Europe (excl. former USSR)
	Per cent
	...
	9
	...
	18
	66
	59

	  Countries of former USSR
	Per cent
	...
	80
	...
	37
	3
	3

	  Near and Far East (incl. China)
	Per cent
	...
	3
	...
	2
	2
	2

	  Others
	Per cent
	...
	2
	...
	2
	2
	2

	Ferroalloys production
	'000 tonnes
	166
	169
	161
	122
	104
	148

	Of which:  exported
	Per cent
	13.8
	16.8
	56.5
	34.8
	59.5
	65


...
Not available.

Source: 
Slovak Republic Ministry of Economy, "The Steel Industry in the Slovak Republic", June 1994.

Chyba! Neznámy argument prepínača..
Excluding the temporary import surcharge, tariffs on products from these industries rise from an average of 0.4 per cent on products in the first stage of processing to 4.5 per cent on semi-processed products and 6.0 per cent on fully processed products.  Protection of domestic manufacturing of final consumer goods, such as metal furniture and fixtures (ISIC 3812), and cutlery, hand tools and general hardware (ISIC 3811), is substantially increased by the 10 per cent temporary import surcharge.
  Because the surcharge is normally applied only on fully processed goods, it tends to exacerbate tariff escalation.

Chyba! Neznámy argument prepínača..
Trade in scrap iron, other than with the Czech Republic, is subject to licensing requirements, which are administered by the Ministry of Economy.
  An annual export quota of 150,000 tonnes was set for 1994 and 1995, with exports within this amount subject to the licence requirement.  According to the authorities, the export quota is in place because of a lack of domestic production.
 The transit and international trade of iron scrap is regulated by the Slovak law on wastes, which stipulates that a licence from the Ministry of the Environment is needed to import or haul iron scrap.

Chyba! Neznámy argument prepínača..
The EU applies tariff quotas on imports of several steel products from Slovakia.
  These tariff quotas, which were introduced in 1993 to substitute for safeguard measures taken in 1992, are scheduled to be applied through the end of 1995.
  According to a Slovak producer, Slovakia might not increase its exports to the EU following the removal of the quotas, however, so that it can "preserve a good long-term relationship" with the EU.
  While not restricted by tariff quotas, Slovak exports of welded tubes and wire rod are subject to the duties applicable under the terms of the Association Agreement and to additional duties of 25 to 30 per cent.  An anti-dumping investigation concerning Slovak exports of butt-welded tube or pipe fittings had not been completed by the EU as of early 1995.
  According to the authorities, the arrangement on tariff quotas with the EU is Slovakia's only bilateral agreement on steel trade.

Chyba! Neznámy argument prepínača..
As a result of an anti-dumping action by Argentina, Slovak exports of cold-rolled sheet are subject to a preventive minimum export price of US$396.90 per ton for exports to that country, as of early 1995.

Chyba! Neznámy argument prepínača..
According to the authorities, there are no special programmes regarding industrial restructuring of the Slovak iron and steel industry.  In January 1994, the Government promised support to the restructuring process only through its assistance in attracting foreign investment into the industry.  However, it recommended that the National Property Fund offer direct financial aid from its own resources (from the proceeds of privatization) to help settle environment-related debts.
  In addition, restructuring projects valued at Sk$ 19.5 billion over the period 1993-2000 have been proposed.
  Loan guarantees concerning a steel plant and an aluminium plant were extended by the State in order, according to the authorities, to help settle environment-related debts and for environmental protection.

(v)
Other manufacturing industries
Chyba! Neznámy argument prepínača..
Other important manufacturing industries of particular interest, either because of their trade policies, their size, or their shares in Slovak trade, are wood, wood products and furniture (ISIC 33);  paper and paper products (ISIC 34);  non-electrical machinery (ISIC 382);  electrical machinery (ISIC 383);  and transport equipment (ISIC 384) (Table V.11;  Table V.12;  Table AV.1).

Chyba! Neznámy argument prepínača..
The wood, wood products and furniture industry accounted for 2 per cent of manufacturing output in 1993.  According to the authorities, nearly all the wood and other resources used in the industry are purchased domestically.  Led by exports of wood mill products and furniture, the industry's exports totalled US$300 million in 1994, nearly 5 per cent of all manufacturing exports.  While domestic sales have been somewhat stagnant because of low construction activity (and this has continued into 1995), exports have successfully been redirected from the former Soviet Union (to which they equalled some Sk$ 2 billion annually in the late 1980s) toward western Europe.  Exports of raw and sawn wood require an export licence from the Ministry of Economy.
  Tariffs on imports of wood, wood products and furniture average 5.1 per cent and do not exceed 12.1 per cent.
  For Slovakia's partners in preferential agreements, preference margins effectively reduce these tariffs to some 1 to 2 per cent, depending on the partner.  The average applied rate of the temporary import surcharge is 4.8 per cent.

Chyba! Neznámy argument prepínača..
The paper and paper products industry, including printing and publishing, accounted for 6 per cent of manufacturing output and 6 per cent of manufacturing value added in 1993.  Products of the industry comprised 5 per cent of exports and 3 per cent of imports of the manufacturing sector in 1994;  pulp, paper and paperboard made up some three fifths of the exports.  Like the wood products industry, paper and paper products manufacturing relies heavily, according to the authorities, on domestic resources for its key inputs.  Imports of waste and scrap of paper and paperboard are subject to non-automatic import licensing, with the annual limit set at 150,000 tonnes (Table IV.9);  according to the authorities, this licensing requirement is in place for environmental reasons.
  M.f.n. import tariffs average 9.1 per cent on paper products and 5.5 per cent on printing and publishing products;
  for Slovakia's partners in preferential trade agreements, preference margins effectively reduce these tariffs by about half.  The average applied rate of the temporary import surcharge is 1.2 per cent.

Chyba! Neznámy argument prepínača..
The manufacturing of non-electrical machinery comprised some 12 per cent of the value added and nearly 9 per cent of the output of the manufacturing industry in 1993, and trade of the products of this industry (including computers) accounted for 17 per cent of all manufacturing imports and nearly 8 per cent of all manufacturing exports in 1994.
  Imports of refrigerators, freezers and related equipment, and some heat pumps, are subject to non-automatic import licensing, with the annual limit set at 40,000 pieces (Table IV.9).  According to the authorities, this licensing requirement is in place for environmental reasons so as not to allow the importation of obsolescent technical devices with materials damaging to the earth's ozone layer;  however, the use of mandatory standards or some other policy may be more appropriate.  The average m.f.n. tariff for the products of this industry is 5 per cent, and rates do not exceed 12 per cent.  For Slovakia's partners in preferential trade agreements, preference margins effectively reduce these tariffs by more than half:  the average rate on imports from the EU (which account for nearly half of all imports) is 1.8 per cent, equal to that on imports from the EFTA States, and the average rate on imports from Slovenia is 0.1 per cent.
  The average applied rate of the temporary import surcharge is 0.6 per cent.

Chyba! Neznámy argument prepínača..
Electrical equipment and professional and scientific equipment manufacturing accounted for 5 per cent of manufacturing output in 1993, while trade in electrical equipment together with professional and scientific equipment comprised 13 per cent of manufacturing imports and 6 per cent of manufacturing exports.
  M.f.n. tariffs average 5.5 per cent for electrical machinery and 4.0 per cent for professional and scientific equipment.
  For imports from Slovakia's partners in preferential arrangements the average tariff is about half the m.f.n. average;  the average rates on imports from the EU (which account for two fifths of all imports) are 2.2 per cent for electrical machinery and 1 per cent for professional and scientific equipment, equal to those on imports from the EFTA States, and the average rates on imports from Slovenia are 0.5 per cent and 0.3 per cent, respectively.  The average applied rate of the temporary import surcharge is 1.7 per cent for electrical machinery and 0.4 per cent for professional and scientific equipment.

Chyba! Neznámy argument prepínača..
The shares of manufacturing value added and manufacturing output accounted for by transport equipment in 1993 were each about 4.5 per cent.  Trade in the products of the sector comprised some 9 per cent of manufacturing exports and 7 per cent of manufacturing imports in 1994, with three quarters of the imports and nearly three fifths of the exports consisting of motor vehicles and their parts.
  M.f.n. tariffs on products throughout the industry average 7.7 per cent, but tariffs on motor vehicle manufactures average 9.5 per cent.  For Slovakia's partners in preferential trade agreements, preference margins reduce the m.f.n.  rate by about half;  the average rate on imports from the EU (which account for one third of all imports) is 3.7 per cent, equal to those on imports from the EFTA States, and the average rates on imports from Hungary and Slovenia are 1.2 per cent and 0.3 per cent, respectively.  The average applied rate of the temporary import surcharge is 2.0 per cent.

(5)
Services
Chyba! Neznámy argument prepínača..
The share of services in Slovakia's GDP has risen steadily in recent years to reach 57 per cent in 1994.
  Services trade has an important rôle in the external accounts.  Revenues from services exports were the equivalent of 18 per cent of GDP in 1994;  the services trade balance was the equivalent of 5.2 per cent of GDP and comprised nearly all of the overall current account balance of 5.7 per cent of GDP (Table I.2).

Chyba! Neznámy argument prepínača..
The General Agreement on Trade in Services (GATS) requires that WTO Members grant m.f.n. treatment to services and service suppliers of other Members (Article II).  However, it allows measures inconsistent with GATS Article II to be maintained provided they meet the conditions of the Annex on Article II Exemptions and are listed in the Member's schedule.  Slovakia has six listed measures in five service sectors:  audiovisual services, water transport, rail transport, road transport, and financial services (Table V.17).  These exemptions are claimed for any future agreements as well as for existing agreements, and are claimed for an indefinite period.

Table V.17

Summary of Slovakia's GATS m.f.n. exemptions
	PRIVATE 
Sector or sub‑sector
	Description of measure inconsistent with the m.f.n. requirements of GATS Article II
	Countries to which the measure applies
	Intended duration
	Rationale

	Audiovisual services
	Measures taken to implement existing or future co-production agreements that provide for national treatment of the covered works.

Measures taken to implement support programmes (e.g. Council of Europe Convention on Transfrontier Television).
	Parties to the agreements

European countries
	Indefinite

Indefinite
	Cultural objectives; diversity in the Slovak market.

Cultural exchange among European countries.

	Internal waterways passenger and freight transport
	Measures taken under existing or future agreements that reserve traffic rights to certain foreign operators.
	All countries with which agreements are or will be in force.
	Indefinite
	Infrastructure integrity;  environ-ment;  regulation of traffic rights.

	Rail passenger and freight transport
	Measures taken under existing or future agreements that regulate traffic rights, operating conditions and the provision of transport services in Slovakia and between the countries concerned.
	All countries with which agreements are or will be in force.
	Indefinite
	Integrity of rail infrastructure;  environment; regulation of traffic rights.

	Road passenger and freight transport
	Measures taken under existing or future agreements that reserve or limit the provision of transport services and specify operating conditions into, across, and out of Slovakia to the country concerned.
	All countries with which agreements are or will be in force.
	Indefinite
	Integrity of road infrastructure;  environment; regulation of traffic rights.

	Financial servicesa
	Reciprocity (authorization to establish commercial presence or conduct new activities may be denied when Slovak suppliers are denied such treatment in the country of origin of the service supplier concerned).
	All countries concerned.
	Indefinite
	To obtain equal market access for Slovak service suppliers.


a
Slovakia intends to remove the reciprocity condition after the adoption ot its new Act on Banks (WTO document GATS/EL/77/Suppl.1).

Note:
The Annex on Article II Exemptions to the GATS stipulates that all m.f.n. exemptions granted for more than five years shall be reviewed by the Council for Trade in Services by the end of 1999.

Source:
GATS document GATS/EL/77, April 1994.

Chyba! Neznámy argument prepínača..
According to the authorities, Slovakia is not a party to any agreements on trade in services other than that under the WTO.  However, its preferential agreements with the Czech Republic, the EU and the EFTA States include provisions regarding trade in services (Chapter IV(2)(iii)).

(i)
Commitments under the GATS
Chyba! Neznámy argument prepínača..
Beyond negotiating and bringing into force the GATS, the Uruguay Round actually led, on the part of many countries, to substantial specific commitments to bind, or liberalize and bind, certain trade-restrictive policies within the GATS framework (Articles XVI and XVII).  These commitments, found in the Member's "Schedule of Specific Commitments", are in two forms:  horizontal commitments, which apply to all sectors covered by the GATS unless specifically noted otherwise, and specific commitments, which apply only to the specific sector or sub-sector indicated.  Each horizontal or specific commitment is based on one of the four modes of supply identified in the GATS:  (i) cross-border supply;  (ii) consumption abroad;  (iii) commercial presence;  and (iv) presence of natural persons.

Chyba! Neznámy argument prepínača..
Slovakia actively participated in the Uruguay Round services negotiations to bind, or liberalize and bind, trade-restrictive policies.  Its horizontal commitments, like those of most other countries, are few in number (Table V.18).  Importantly, however, Slovakia agreed: not to limit market access to, or the national treatment of, commercial presence, other than the simple requirement for residence permits
;  not to limit the acquisition of real estate, other than land, for the establishment of a commercial presence;  and to allow the temporary presence of foreign natural persons in some job categories (specialists, senior executives and sales representatives) and to offer national treatment to these natural persons.

Table V.18

Summary of Slovakia's horizontal commitments on market access and national treatment in services
	PRIVATE 
Sector or sub-sector
	Cross-border supply
	Consumption abroad
	Commercial presence
	Presence of natural persons

	Current paymentsa
	MA - Foreign

exchange restrictions 
	
	MA - No commitments

NT -- No commitments
	

	Capital paymentsa
	MA - Foreign

 exchange authorization
	
	MA - No commitments

NT -- No commitments
	

	Commercial presence
	MA - No commitments

NT -- No commitments
	
	
MA - No limitations


NT -- Resid. permit reqd.
	MA - No commitments

NT -- No commitments

	Acquisition of real estate
	MA - No commitments

NT -- No commitments
	
	MA - No limitations, except land.

NT -- Acquisition by foreign entities only by the establishment of Slovak legal entities or joint ventures.  Acquisition of land is subject to authorization.
	

	Presence of natural persons
	MA - No commitments

NT -- No commitments
	
	   MA - No commitments

   NT -- No commitments
	MA - Unbound, except that persons in several categories (senior executives, specialists, etc.) are authorized temporary presence.

NT -- No limitations for the categories offered under Market Access.


a 
Provided for transparency reasons.

MA -
market access.

NT --
national treatment.

Note:
Entries that are centered under two column headings apply to both modes of supply.

Source: 
GATS document GATS/EL/77, April 1994.

Chyba! Neznámy argument prepínača..
Slovakia has made a relatively large number of specific commitments.
  These are summarized in Appendix V.1, where they are organized according to the Services Sectoral Classification List (SSCL).

(ii)
Tourism
Chyba! Neznámy argument prepínača..
Slovakia's tourism industry has grown rapidly in recent years, particularly as judged by its foreign exchange receipts.  The average annual growth in foreign exchange earnings from tourism was some 50 per cent from 1990 to 1994.  By 1994, foreign tourism receipts were US$568 million, equal to one quarter of all external services receipts.
  The 1994 balance on foreign tourism of US$284 million comprised two fifths of the current account surplus.

Chyba! Neznámy argument prepínača..
Most tourism-related enterprises were privatized during the small-scale privatization, which was largely complete by July 1992.  However, no data were available on tourism-related privatization.

Chyba! Neznámy argument prepínača..
Foreign investment in Slovak tourism is encouraged.  The Slovak National Agency for Investment and Development (SNAZIR) maintains a database of tourism investment opportunities, while the Ministry of Economy and Ministry of Privatization both provide information and assistance on tourism investments.

Chyba! Neznámy argument prepínača..
During the Uruguay Round, Slovakia undertook several specific commitments regarding tourism and travel-related services under the GATS.  It bound itself not to limit market access or national treatment for two modes of supply:  consumption abroad and commercial presence.  However, Slovakia left the cross-border supply of travel agents' and tour operators' services unbound in its Schedule.
  According to the authorities, this decision is related to a project, on which Swiss tourism professionals are co-operating, to establish a network of Tourist Information Centres along Slovak borders.  Although Slovakia made a horizontal commitment to allow the temporary presence of natural persons in certain job categories, in the specific area of tourist guide services there is no commitment;  the authorities report that legislation in this area is not yet complete.

(iii)
Financial services
Chyba! Neznámy argument prepínača..
Preliminary data indicate that the share of all financial services in Slovakia's GDP in 1993 was 7 per cent.

(a)
Insurance and insurance-related activities

Chyba! Neznámy argument prepínača..
Certain insurance services in Slovakia are subject to statutory monopolies.  The Slovak Insurance Company is the sole supplier of compulsory third-part liability insurance, compulsory air transport insurance, and liability insurance for employers against injury or occupational disease.  The General Health Company monopoly on basic health insurance was abolished at the start of 1995 but the company continues to hold a monopoly over pension fund schemes.

Chyba! Neznámy argument prepínača..
Slovakia requires that a commercial presence be established in order to provide many types of insurance, such as that for life, property, liability and some modes of transport;  such types of insurance may not be purchased abroad.  The establishment of commercial presence requires licensing by the competent Slovak authorities.  The financial resources of insurance funds must be deposited in a resident bank in Slovakia and may not be transferred abroad.

(b)
Banking

Chyba! Neznámy argument prepínača..
The reorganization of Slovakia's banking system began in 1990, when the only banks operating in Slovakia were two public institutions.  The reorganization has led to the creation of a growing network of commercial banks, with 27 banks operating in Slovakia at the end of 1994, including ten branches of foreign banks and a further ten with foreign participation.

Chyba! Neznámy argument prepínača..
Two State-owned banks remain.  Privatization of State-owned banking enterprises began with the first wave of coupon privatization in 1991 and 1992 and is expected to be completed with the privatization of the Slovak Savings Bank in 1996, leaving the State in ownership only of two specialized banks.

Chyba! Neznámy argument prepínača..
Foreign banks may be established only as joint stock companies.  Both domestic and foreign banks require the authorization of the National Bank of Slovakia (NBS), in agreement with the Ministry of Finance, to establish a commercial presence in Slovakia.  Similar authorization is required for foreign banks to establish branches in Slovakia or for foreign banks to participate in already established banks.  Slovakia does not necessarily provide m.f.n. treatment to financial service suppliers when their country of origin does not reciprocate (Appendix V.1).

Chyba! Neznámy argument prepínača..
The NBS has primary responsibility for the prudential oversight of the banking system.  It publishes and makes available the rules governing prudential banking practices, covering capital adequacy, credit risk exposure, liquidity and the regulation of foreign exchange positions.  The NBS may decide, under certain conditions, to exempt a branch of a foreign bank from its capital adequacy requirements.  The branch may then be released from the regulations regarding foreign exchange positions, if similar regulations apply to the bank as a whole in its country of origin and the bank's organization allows it to monitor foreign exchange positions arising from those transactions concluded by the branch.

(iv)
Telecommunications
Chyba! Neznámy argument prepínača..
In response to growing demand, from 1989 to 1993 the number of main telephone lines increased by 33 per cent while the number of data customers more than doubled.  In addition, the number of telefax customers nearly doubled each year from 1991 to 1993.
  Bottlenecks in the supply of telecommunication services, and the importance of the supply of these services to other industries in the economy, caused the Government to examine measures both for a more efficient use of the existing telecommunications network and the expansion of the network and its services.  A policy proposal drafted by experts in June 1990 led to the adoption of the "Principles of State policy of the Slovak Republic in the area of informatization" in May 1991 and subsequently to the passage of a decree to begin the implementation of some measures in June 1992.  Some of the key steps taken include the separation of State administration from economic activity, the separation of regulatory and operator functions and, in some areas, demonopolization and liberalization.

Chyba! Neznámy argument prepínača..
A State-owned monopoly (Slovak Telecom) operates the telecommunications network infrastructure and the setting up of this infrastructure.  According to the authorities, Slovak Telecom is to be transformed into a joint-stock company, wholly owned by the State, by 1998 at the latest;
  the enterprise is to be privatized sometime after 1998, and at that time foreign equity participation is expected to be allowed.  Slovak Telecom has "preliminary exclusivity" for public voice telephone until 1998, including local, long-distance and international telephone;  telegraph;  the resale of leased circuit capacity connected to the public network;  and outside pay phones.
  The Ministry of Finance has the final authority for regulating Slovak Telecom pricing and, for this purpose, accepts the advice of the Ministry of Transport, Telecommunications and Public Works
, which is otherwise responsible for the regulation of basic telecommunications services.
  Slovak Telecom is required to make public telephone and telegraph services available to the general public, to provide Slovakia with appropriate basic telecommunications services and to increase the density of main telephone lines.

Chyba! Neznámy argument prepínača..
A temporary exclusive supply arrangement for mobile and data transmissions is in effect until April 1996 with Eurotel, which now operates an analog mobile network.  In 1996, two tenders are expected to be let for a digital mobile network.  The exclusive rights for paging services are currently reserved for a joint venture between the former Administration of Radiocommunication Bratislava  and Télé Diffusion de France, while a tender for a second public paging operator is expected to be offered before 1 April 1996.  Plans for the liberalization of other value-added services have not yet been decided;
  however, international tenders are expected to be invited for all liberalized telecommunications services.  According to the authorities, there are no general restrictions on foreign companies that wish to provide telecommunications services in the Slovak Republic, nor are there cases of differential treatment.  However, registration and, in some cases, licensing by the Ministry of Transport, Telecommunications and Public Works is required.  Where these requirements exist, they are applied equally to domestic firms.

Chyba! Neznámy argument prepínača..
The provision of some services have been liberalized and are open to entry, subject only to licensing.  These include facsimile services, private leased circuit services not connected to the public network, satellite services not connected to the public network, and audiotext and videotext.

Chyba! Neznámy argument prepínača..
Slovakia made specific commitments regarding facsimile services and value-added services in the GATS during the Uruguay Round.  These commitments are described in Appendix V.1.

(v)
Transport
Chyba! Neznámy argument prepínača..
The abrupt changes in merchandise trade patterns and other fundamental changes that have occurred in the Slovak economy since the start of the economic transformation process have had a dramatic effect on Slovakia's transport needs.  While the transport infrastructure was conceived and built to meet the needs of CMEA trade, in recent years much of Slovakia's trade has shifted toward markets in western Europe and other established market economies (Chapter I(3)).  This has not only redirected transport flows, but has begun to bring about changes in modes of transportation, notably from rail toward road and multimodal transport.
  The authorities recognize that an efficient and modern transport sector is extremely important to the economic transition and for continued economic growth, particularly given Slovakia's central location with regard to many European transit networks.
  Plans for the improvement of Slovakia's transportation structure include the building of a network of freight airports, railroad track and equipment modernization, the further development of river transport on the Danube and Vah rivers, and the development of a modern highway system for connection to international multimodal transport corridors, following the results of the 1994 Pan-European Transport Conference.

Chyba! Neznámy argument prepínača..
Slovakia's location is especially advantageous with regard to natural gas transit.  Nearly all of the gas that flows from the former Soviet Union to central and western Europe passes through Slovakia.  The natural gas pipeline generates transit fees of some US$500 million a year, equivalent to about 4 per cent of GDP.  These fees contribute greatly to Slovakia's services trade balance and overall external position.

Chyba! Neznámy argument prepínača..
Most of the transport industry continues to be highly regulated, with Government price regulation administered by the Ministry of Finance and the sometimes dominant participation of State-owned enterprises.  The road freight transport industry, spurred on by the deregulation of its tariffs and by increased demand from the growing trading relationships with western Europe, has expanded, and private carriers have a market share in excess of 50 per cent.
  The water transport and air transport industries have also been privatized, and four Slovak companies are active in air transport.
  According to the authorities, rail and internal waterways transport are considered to be strategic sectors and are not to be privatized.

Chyba! Neznámy argument prepínača..
In the Uruguay Round, Slovakia made few commitments regarding the transportation sector, and the horizontal commitment on commercial presence is not applied to the sector (Appendix V.1).  It also has three Article II m.f.n. exemptions for transport services, applying to internal waterway, rail and road transport.

Annex V.1
Slovakia's Specific Commitments under the GATS

(a)
Business services

Chyba! Neznámy argument prepínača..
Slovakia has agreed not to limit the cross-border supply or consumption abroad of most professional services, both with regard to national treatment and market access.
  Regulatory requirements exist for the commercial presence of foreign suppliers of most professional services, usually in the form of acceptance in the relevant Slovak professional association.
  The practice of national law in Slovakia, for example, requires that the practitioner be accepted by the Slovak Bar Association.

Chyba! Neznámy argument prepínača..
Slovakia has committed not to limit the cross-border supply, consumption abroad or commercial presence of computer and related services.

Chyba! Neznámy argument prepínača..
As a result of bindings entered into by Slovakia, research and development services on social sciences and humanities have no limitations on cross-border supply, consumption abroad or commercial presence.  Similar bindings have not been taken in natural sciences and interdisciplinary services.

Chyba! Neznámy argument prepínača..
Slovakia has no specific commitments regarding real estate services.

Chyba! Neznámy argument prepínača..
Slovakia has undertaken not to limit the cross-border supply and consumption abroad of rental and leasing services of vessels, private motor cars and vehicles for the transport of goods.  However, the right of foreign providers of these services to establish a commercial presence is not bound.  In most other business services (such as advertising and consulting), cross-border supply, consumption abroad and commercial presence are bound without limitations on market access or national treatment.

(b)
Communication services

Chyba! Neznámy argument prepínača..
Slovakia has undertaken no specific commitments regarding postal services or audiovisual services.
  The cross-border supply of courier services is restricted and unbound in the Schedule, but the consumption abroad and right to establish a commercial presence to provide these services is bound with no limitations.

Chyba! Neznámy argument prepínača..
Slovakia has made specific commitments in telecommunications for facsimile services and some value-added services such as electronic mail, voice mail and data base retrieval.  In these areas, it has agreed not to limit market access or national treatment of cross-border supply or consumption abroad, or national treatment for foreign providers established in Slovakia.  There are licensing requirements and, for facsimile services, a limitation on ownership.

(c)
Construction and related engineering services

Chyba! Neznámy argument prepínača..
Slovakia has undertaken not to limit the consumption abroad of the services of most construction sub-sectors, but has no further specific commitments.  The horizontal commitments on the right to establish a commercial presence do not apply in this sector.  

(d)
Distribution services

Chyba! Neznámy argument prepínača..
With the exception of commission agents' services, Slovakia made substantive commitments in the area of distribution services.  Cross-border supply, consumption abroad and commercial presence have been bound with no limitations for wholesale trade and franchising, and for mail order retail services.

(e)
Educational services
Chyba! Neznámy argument prepínača..
Slovakia has undertaken bindings not to limit market access or national treatment of the cross-border supply or consumption abroad of educational services.  Commercial presence (in the form of an educational institution) may be established if authorization from the competent authorities is obtained and the teaching complies with qualification and material requirements.  Slovak citizens must comprise a majority of the members of the institution's board.

(f)
Environmental services

Chyba! Neznámy argument prepínača..
Rights to consume abroad, and to establish a commercial presence to provide, environmental services are fully bound with no limitations.  However, Slovakia has made no commitment on the cross-border supply of these services. 

(g)
Financial services

Chyba! Neznámy argument prepínača..
The cross-border supply of several types of insurance in Slovakia requires that the supplier have a commercial presence in Slovakia.  This applies to:  (i) life insurance for persons permanently resident in Slovakia;  (ii) the insurance of property on the territory of Slovakia;  (iii)  insurance covering the air and maritime transport of goods; and (iv) liability insurance for losses caused by natural and juridical persons on Slovak territory.  There are no other market access limitations for cross-border supply and there are no national treatment limitations.  The insurance types (i), (ii), and (iv) above may not be purchased abroad;  this is the only market access limitation to consumption abroad and there are no national treatment limitations.  Licensing by the NBS is required to establish a commercial presence, and foreign nationals may establish an insurance company in Slovakia either by forming a joint-stock company or by conducting business through a subsidiary with a registered office in Slovakia under the conditions of the Law on Insurance.
  National treatment of commercial presence is limited only by the requirement that a majority of an insurance company's management board be domiciled in Slovakia.

Chyba! Neznámy argument prepínača..
Slovakia's specific commitments in banking and other financial services are separated into two sub-sectors.  The first sub-sector concerns primarily commercial banking activities.
  Market access for the cross-border supply and consumption abroad of these services is limited in the following ways:  (i) deposit services are confined to banks;  (ii) trade in foreign exchange assets is limited to domestic banks, branches of foreign banks, and persons possessing a foreign exchange licence;  (iii) only authorized banks and branches of foreign banks may effect non-cash cross-border payments;  (iv) foreign exchange licences issued by the National Bank of Slovakia (NBS) are required for the opening of a foreign account by a Slovak resident other than a bank, for effecting capital payments abroad, for obtaining credit from a foreign exchange non-resident, and for exporting or importing currency and securities denominated in the Slovak currency;  and (v) foreign exchange assets must be deposited with an authorized domestic bank or branch of a foreign bank.  There are no national treatment limitations of cross-border supply or consumption abroad noted in the schedule.  Commercial presence may be limited, and currently is, by requirements that banking services be provided only by banks authorized by the NBS (in agreement with the Ministry of Finance);  that private banks be established only as joint-stock companies;  and that foreign banks may establish branches in Slovakia or participate through their capital share in established banks only with NBS authorization.  Slovak citizens must comprise at least one third of the Board of Directors of banks.

Chyba! Neznámy argument prepínača..
The second sub-sector covers most other financial services.
  Slovakia has not taken any bindings with regard to the cross-border supply of these services.  Consumption abroad, however, is free of any market access or national treatment limitations, and there are no national treatment limitations on commercial presence.  Authorization by the Ministry of Finance is required for the public trading of securities, and for stockbrokers and security dealers.

(h)
Health-related and social services
Chyba! Neznámy argument prepínača..
Slovakia has made no specific commitments in this area.

(i)
Tourism and travel-related services

Chyba! Neznámy argument prepínača..
There are no limitations on market access or national treatment with regard to tourism and travel-related services for consumption abroad or commercial presence.
  The cross-border supply of services of travel agencies and tour operators is unbound in the Schedule.  The presence of natural persons to provide tourist guide services is unbound, superseding the horizontal commitment regarding the presence of natural persons.

(j)
Recreational, cultural and sporting services
Chyba! Neznámy argument prepínača..
Slovakia has made no specific commitments in this area.

(k)
Transport services

Chyba! Neznámy argument prepínača..
Slovakia has accepted a commitment on internal waterways transport for consumption abroad, which is bound without limitations.  Commercial presence for this area is unbound, superseding the horizontal commitment.  Commercial presence for the provision of aircraft repair and maintenance requires that the corporate seat be located in Slovakia.  The only specific commitments in other transport service areas (aircraft, rail transport and road transport) regard the consumption abroad of maintenance and repair services.

    �Government of the Slovak Republic, Ministry of Agriculture, "The Concept and Principles of Agrarian Policy," Bratislava, July 1993.


    �These figures partly reflect the effects of drought in 1993.  Even by 1992, however, output had declined 26 per cent from its 1989 level.


    �Products that require export licences when exported to any destination include some live animals and meat, dairy products, animal products used in pharmaceuticals, some cereals and oilseeds, sugar and molasses, raw hides and skins, and agricultural tractors (Annex B, Decree No. 167 of 1994).  Products subject to automatic import licensing requirements include many agriculture and food products and tobacco and manufactured tobacco substitutes (Annex A, Part II, Decree No. 167 of 1994).


    �Imports from the least-developed developing countries enter duty free, while imports from other eligible developing countries face tariffs equal to zero, half of the m.f.n. rate, or the full m.f.n. rate, depending on the tariff line.


    �The practice of reserving portions of an m.f.n. tariff quota for certain trading partners has, in another context, been raised as an issue in the WTO Committee on Agriculture.


    �An extreme example from Table IV.3 is that of rapeseed.  The m.f.n. tariff rate is 70.6 per cent while the in-quota rate for the first 2,683 tonnes is 20.0 per cent.  However, most of this (2,500 tonnes) is reserved for Poland (WTO document G/AG/N/SVK/1, June 1995). The preferential tariff on rapeseed from Poland is 70 per cent of the m.f.n. tariff otherwise applicable, i.e., in 1995 imports of rapeseed from Poland bear a tariff of 14 per cent on the first 2,500 tonnes and for any further shipments within the 2,683 tonne limit, and 49.4 per cent on any additional shipments.


    �This includes one product, poultry meat, for which a preference is extended to exports from the United States;  on some tariff lines the margin of preference is as high as 28 per cent.


    �The SFMR was established by the Act on the State Fund for Market Regulation in 1991.  It was notified to the GATT in GATT document L/7374/Add.8, August 1994.


    �WTO document G/STR/N/1/SVK (notification under Article XVII:4(a) on State trading), July 1995.


    �The Council consists of the Director of the SFMR and representatives from the Ministries of Agriculture, Finance and Economy, the Antimonopoly Office, the Agricultural and Trade Chamber, the Agricultural and Foodstuff Chamber, the Slovak Consumers' Union, and other bodies. 


    �Act No. 40/1994 on the State Support Fund for Agriculture and Foodstuff Production.


    �Data provided by the authorities.


    �WTO, Uruguay Round Schedule XCIII - Slovak Republic, Part IV.


    �OECD (1994).


    �The right of land ownership was not abolished under the central planning system in the former Czechoslovakia.


    �Individual shareholders hold deed to a particular plot of land in the co-operative and are free to remove this land from the co-operative.


    �Imports from least-developed developing countries receive duty-free GSP treatment in all product categories (Chapter IV(2)(i)(l)).


    �This commitment refers to HS 1001-1005, 1101-1105, 1902 and 1905.


    �WTO document G/AG/N/SVK/1, June 1995.


    �The other customs union member does not necessarily change its tariff.


    �The average tariff of 19.5 per cent, reported in Table IV.11, is the simple average of the average tariff within each six-digit HS classification;  these six-digit classifications have different numbers of subordinate eight-digit tariff lines.  In the case of HS 01, this methodology yields a different result from that obtained by taking a simple average of all eight-digit tariff lines contained in HS 01;  the average using the latter methodology is 37.2 per cent.  Both methods have merit.  The latter method gives equal "weight" to each tariff line within a country's tariff schedule, a quality that most users probably expect from the "simple" average tariff.  The former method gives an equal weight to a particular six-digit HS classification no matter how many subordinate eight-digit tariff lines may be included in it, and thus no matter the country studied.  This would seem to be more appropriate for cross-country comparisons, as HS tariff classifications are harmonized only to six-digits.


    �For example, the average preferential tariffs on meat products range from 26.1 per cent for Slovenia (an average preference margin of 3.8 per cent) to 29.9 per cent (no preferences) for EFTA.  The average preferential tariffs on dairy products range from 22.3 per cent (a preference margin of 5.1 per cent) for the EU to 27.4 per cent for EFTA and Romania  (Table AV.1).


    �Livestock products on which there are preferential tariff quotas include butter, cheese and meat of swine.


    �The Slovak Cabinet, in June 1995, barred the sale of any shares of 30 strategic companies, including those in the energy and petroleum sectors (Bureau of National Affairs, "Privatization: Slovak Government Announces Plans to End Privatization Using Vouchers," Eastern Europe Reporter, 3 July 1995).


    �In this regard, it should be noted that the non-automatic import licensing list is the same as that of the Czech Republic.


    �Standard methods include direct sales and management buy-outs.


    �Slovak Republic Ministry of Economy, "The Slovak Republic's Energy Concept Until the Year 2005," June 1993.


    �Bureau of National Affairs, "Slovak Refiners will have Dominance in Gasoline Filling Station Sector," Eastern Europe Reporter, 3 July 1995.


    �Data for 1993 indicate that manufacturing accounted for some 26 per cent of GDP.  However, there is no time series on GDP for manufacturing, which is combined with other industrial sectors in available data.


    �The authorities expect that the surcharge will be eliminated by mid-1996 unless there is a substantial deterioration in Slovakia's balance of payments position.


    �Across all merchandise imports the surcharge averages 1.3 per cent, based on surcharge revenue data.  Outside of food, beverages and tobacco, the surcharge averages only 0.7 per cent.


    �Although all clothing is considered to be fully processed for the purposes of the WTO Secretariat classification of stages of processing, some 30 per cent of the value of clothing imports were exempt from the import surcharge, leading to a 7.0 per cent average surcharge rate for clothing.  Including the import surcharge, tariffs on textiles average 10.0 per cent.  Surcharge averages for textiles by stage of processing are not available but, because the surcharge is applied on final goods, which are normally fully processed, this too would exacerbate the tariff escalation already in place under the m.f.n. tariff structure.


    �In 1994, nearly 90 per cent of Slovak imports of textiles products were imported from countries with which Slovakia has a preferential agreement (including the Czech Republic).


    �Some 70 per cent of clothing imports in 1994 were from partner countries with which Slovakia has a preferential arrangement.


    �Although the criteria for the internal allocation of textile export quotas are not published, according to the authorities the allocations are based on traditional trade flows and export prices, and some quotas are reserved for new exporters.


    �The quotas are administered by the Ministry of Economy, and export licences are required for the exportation of these products to the restricted markets.


     �An earlier agreement had been in effect prior to that date.  The Interim Agreement also covers EU exports to Slovakia of these products.


     �This definition of the industry excludes petroleum refining (ISIC 353) and the manufacture of miscellaneous petroleum and coal products (ISIC 354).


     � Exports accounted for 52.7 per cent of all Slovak chemicals production in 1993, a figure that rose to 55.0 per cent in 1994 and to 59.1 per cent in the first quarter of 1995.


     �Production and export figures cited here include petroleum refining.


     �The rates on industrial chemicals are typical of the tariff escalation in the sector;  the average tariff on industrial chemicals at the first stage of processing is 4.4 per cent, rising to 4.6 per cent for semi-processed products and 6.2 per cent for fully processed products.


     �It should be noted that the surcharge still applies, as it does to imports from the Czech Republic, from which all products otherwise enter duty-free.


     �Additional data indicate that between 1989 and 1993 there were large reductions in the production of steel tubes (54 per cent) and ferroalloys (37 per cent), while the production of rolled materials did not decline.


     �In 1989 only 37 per cent of rolled material and 47 per cent of pipes, the principal products, were exported, while in 1994 exports comprised 78 per cent and 75 per cent of the production of these products.  Most exports comprised production that had previously been marketed domestically.


     �Slovak Republic Ministry of Economy, "The Steel Industry in the Slovak Republic," June 1994.


     �Data provided by the authorities.


     �The completion of a plant to make iron ore pellets at Krivoi Rog, Ukraine, from nearby low-grade iron ore is still uncertain.  Its completion, and substitution for the existing obsolete and heavily polluting pellet plants, would help to ensure the supply of relatively cheap iron ore to the Slovak industry.  (Robinson, "Ukrainian Supply Line," Financial Times, 16 December 1994.)  According to the authorities, the governments involved are working on the arrangement of financing for the project.


     �Imports accounted for 29 per cent of domestic consumption of rolled materials, 64 per cent of steel pipes, and 53 per cent of the consumption of other steel products in 1994.


     �Goods from least-developed developing countries always receive duty-free treatment, with the exception of the surcharge (Chapter IV(2)(i)(l)).


     � Average surcharge rates are equal to 3.9 per cent and 4.9 per cent, respectively, on imports of the products of these industries. 


     �Ministry of Economy Regulation No. 315/1993;  Decree No. 560/1991 and its subsequent amendments: Decree Nos. 315/1993, 167/1994 and 17/1995.  Import licences for scrap iron are granted automatically.


     �The limit of 150,000 tonnes corresponds to the amount of waste from domestic consumption;  according to the authorities, Slovakia lacks the technology to recycle this waste and encourages its exportation to avoid environmental damage.


     �Covered products are hot-rolled coils, cold-rolled sheets, hot-rolled strips, cut lengths and seamless tubes.


     �See WTO (1995), which includes information on the quota levels.


     �Mr. Peter Hrinko, chairman of the largest Slovak steel maker, quoted in the Financial Times, 16 December 1994.  The full quote is as follows: "Even without quotas we would not increase our sales to existing EU markets in 1995 because we want to preserve a good long term relationship with EU customers and keep our share of other markets too."


     �WTO document G/ADP/N/2/EEC, March 1995.


     �WTO document G/ADP/N/2/ARG, April 1995.


     �In all, environment-related projects have been proposed for the industry that would cost Sk$5.2 billion over the period 1993-2000 (Slovak Republic Ministry of Economy, "The Steel Industry in the Slovak Republic", Table 30, June 1994).


     �Slovak Republic, Ministry of Economy, "The Steel Industry in the Slovak Republic", Table 29, June 1994.  The largest of these projects is the upgrading of the steelworks at Kosice, which was funded at Sk$1.1 billion in 1994 and Sk$1 billion in 1995 and was proposed for total funding of Sk$8.2 billion from 1993 to 1997.


     �Decree No. 127/1995 on State guarantees.


     �For 1995, the limit is set at 500,000 cubic metres of raw wood and 600,000 cubic metres of sawn wood (information provided by the Slovak authorities).


     �Tariffs increase from 0.6 per cent for products in the first stage of processing to 3.4 per cent for semi-processed products and 7.0 per cent for fully processed products.


     �Imports of containers and boxes of paper and paperboard are subject to m.f.n. tariffs averaging 14.0 per cent, and the average applied rate of the import surcharge for these products is equal to 4.0 per cent.


     �There is some escalation in the m.f.n. tariffs for paper products, which rise from 5.7 per cent for products in the first stage of processing to 9.5 per cent for semi-processed products and 9.6 per cent for fully processed products.  All printing and publishing products are considered to be fully processed products in the WTO Secretariat classification scheme;  the average tariff on printing and publishing products is lower than those at all processing stages of paper products.  Thus the average tariffs for all paper, printing and publishing products are 5.7 per cent for products at the first stage of processing, 9.5 per cent for semi-processed products and 7.8 per cent for fully processed products.


     �About one fifth of the imports in this category are automatic data processing machines.  Some two fifths of imports and three fifths of exports in the category are of non-electrical machinery and equipment, n.e.s.;  the main imported products are air and liquid pumps, centrifuges, and valves for pipes and tanks.  The main exported products are ball or roller bearings, laundry (washing) machines, and pumps and other machinery for cooling and air conditioning.  Nearly all of the remaining imports of products in this category consist of metal and wood working machinery and special industrial machinery.


     �All products of this industry are considered to be fully processed in the WTO Secretariat classification, save for those that enter under one tariff line;  thus no measure of tariff escalation is available.


     �Industrial data presented in this paragraph refer to only electrical and optical equipment.  In the trade and tariff data, optical equipment is included as a component of professional and scientific equipment.  Radio, television and communications equipment, medical equipment, measurement instruments, and regulating instruments account for substantial amounts of the imports.  Medical equipment and instruments to measure the supply of liquids and gases comprise the largest shares of exports.


     �All products of this industry are considered to be fully processed in the WTO Secretariat classification.  Thus no measure of tariff escalation is available.


     �Personal automobiles make up about one third of the imports of all transport equipment.  Parts and accessories for motor vehicles comprise some one quarter of the exports, and personal automobiles one seventh.


     �Under the old national income accounting methodology, the share of market and non-market services (at current prices) increased from 30 per cent in 1980 to 34 per cent in 1991.  With the introduction in 1992 of the methodology normally used in market economies, the share was equal to 49 per cent, and rose to 57 per cent in 1994.


     �The duration of such exemptions, in principle, should not exceed ten years and shall be subject to negotiation in subsequent trade-liberalizing rounds.


     �Article 27 of the Customs Union Agreement between Slovakia and the Czech Republic states that "Trade in services between the contracting parties (CPs) shall be free on the date of entry into force of this Agreement and no restrictive measures shall be introduced in this trade thereafter" and Article 28 states that "... the CPs shall grant to nationals of the other CP the treatment equal to that granted to its own nationals.  The CPs may conclude separate agreements containing details on individual sectors of services."


     �Some exceptions to this horizontal commitment are made under the specific commitments.


     �These are identical to those of the Czech Republic, except for the following:  Slovakia has a horizontal commitment regarding commercial presence while the Czech Republic does not;  the Czech Republic has a horizontal commitment not to introduce any market access limitations regarding commercial presence for the acquisition of real estate, while Slovakia has a horizontal commitment not to introduce any market access limitations for commercial presence or the movement of natural persons regarding the acquisition of real estate, except for land;   while the Czech Republic has committed not to limit national treatment of the cross-border supply of retailing services, Slovakia has no such specific commitment;   regarding market access for the commercial presence of travel agencies and tour operators, Slovakia has committed itself to no limitations while the Czech Republic has reserved the right to use an economic needs test based on a population criterion.


     �The SSCL is listed in GATT Uruguay Round document MTN/GNS/W/120.


     �Data provided by the Slovak authorities.


     �An example of the cross-border supply of these services might be the provision of pre-travel services such as travel information or advice and the making of reservations.


     �Data provide by the Slovak Statistical Office.


     �These monopolies are reported in Slovakia's GATS Schedule.  According to the Schedule, "These exclusive service suppliers act in a manner consistent with obligations under Article II of the GATS and specific commitments."


     �Most branches of foreign banks are Czech-based banks that were operating in Slovakia prior to the dissolution of the CSFR.  In banks with foreign participation, the foreign-owned share ranges from complete ownership to under 5 per cent.  Austrian banks have the greatest share of this foreign participation, followed by Russia, Germany, France and the Czech Republic.  Banking and insurance together accounted for 11 per cent of the total foreign capital stock in Slovakia at the end of 1994 (Table III.1).


     �Institute of Economics, Slovak Academy of Sciences, "Analysis of the Information and Telecommunication Infrastructure and its Significance for the Process of Transformation in Slovakia", June 1994.


     �The current Slovak legal basis in this sector is the Telecommunications Act, No. 96/1993, and the executive decrees to it.  As of mid-1995, a new telecommunications law was under preparation.  The Government's main policy objectives regarding the telecommunications sector are spelled out in the document "Concept of telecommunications development until the year 2000", adopted in August 1993.


     �The authorities have indicated that this may be done sooner, perhaps by 1996.


     �The liberalization of public voice telephony, following EU recommendations, is to take place in 2000 to 2002.  Other services are to be liberalized by the end of 1996.


     �The authorities are considering a proposal that would lead to the application of formula pricing (considering inflation and costs) as the basic regulatory method for price regulation.


     �Among its functions is the determination of the regulatory status of any new services that may become available.


     �At the end of 1994 this equalled 18.8 per 100 inhabitants (data provided by the authorities).


     �These include electronic mail, voice mail, on-line information and data base retrieval, electronic data interchange, enhanced/value-added facsimile services, code and protocol conversion, and on-line information and/or data processing (including transaction processing).


     �The volume of rail traffic fell by 37 per cent from 1989 to 1992.


     �Slovak National Agency for Foreign Investment and Development, "Transport and Telecommunications," News for Investors, No. 5, 1994.


     �Antimonopoly Office of the Slovak Republic, Annual Report, 1994.  Road freight transport for State enterprises is to be privatized in 1996.  The issue of the privatization of road passenger transport had not been resolved as of August 1995.


     �According to the authorities, foreigners may establish Slovak companies to operate domestic air transport routes.  Slovakia has bilateral agreements in effect on landing rights.


     �Unless otherwise noted, the presence of natural persons is unbound except as indicated in the horizontal commitments (Chapter V(6)(i)).


     �Consisting of professional services (legal, accounting, architectural, engineering, medical, etc.);  computer and related services;  research and development services;  real estate services;  rental services without operators;  and  other business services.


     �Exceptions are the cross-border supply of medical, dental and veterinary services, which are unbound.


     �The provision of auditing services by juridical persons, however, requires that a minimum of 60 per cent of the capital of the enterprise be reserved for Slovak citizens.


     �However, the right to establish a commercial presence is unbound for consulting services incidental to agriculture;  this provision in the specific commitments overrides the horizontal commitment regarding commercial presence.


     �Includes postal services, courier services and telecommunications.


     �Slovakia has m.f.n. exemptions regarding audiovisual services, as noted in Table V.17.


     �These consist of  construction work for buildings, construction work for civil engineering, installation and assembly of pre-fabricated construction, building completion and finishing work, and other construction services.


     �Distribution services consist of commission agents' services;  wholesale trade;  retailing; franchising; and other distribution services.


     �The binding on cross-border supply of mail-order retail, which does not apply to other retail, is only for market access.  According to Slovakia's schedule, there is no binding regarding national treatment of the cross-border supply of retail services;  this is one of the few differences between the Slovak Schedule and the Czech Schedule.


     �Environmental services include sewage disposal;  refuse disposal;  and sanitation services.


     �Many forms of insurance are required to be purchased through monopoly suppliers;  these are discussed in Chapter V(6)(iii).  Financial services includes insurance and insurance-related services;  and banking and other financial services.


     �Some specific licensing requirements are listed in Slovakia's Schedule.


     �This includes the acceptance of deposits;  lending;  payments and money transmission;  financial guarantees and commitments;  and trading (including money market instruments, foreign exchange, and exchange rate and interest rate instruments).


     �Included are the participation in issues of all securities;  asset management;  and settlement and clearing services for financial assets.  There are no specific commitments regarding money brokering;  advisory and other auxiliary financial services on activities such as credit references, portfolio and investment research, acquisitions and corporate strategy; and the provision and transfer of financial information, data processing and related software by providers of other financial services.


     �This includes hotels and restaurants; travel agencies and tour operators; and tourist guides services.


     �This is one of the few areas where the Slovak Schedule and the Czech Schedule differ.  The Slovak Schedule lists no market access limitation for the commercial presence of travel agencies and tour operators, while the Czech Schedule notes that an economic needs test based on a population criterion may be used.


     �This includes maritime;  internal waterways;  air;  space;  rail;  road;  pipeline;  and services auxiliary to all modes of transport.





