TRADE POLICY REVIEW BODY:

REVIEW OF THE SLOVAK REPUBLIC


CONCLUDING REMARKS BY THE CHAIRPERSON
This meeting of the Trade Policy Review Body has now completed the first review of the Slovak Republic's trade policies and practices. These remarks, which are made on my own responsibility, summarize the main points of the discussion. They are not intended to substitute for the collective evaluation and appreciation of the Slovak Republic's trade policies and practices. Details of the discussion will be reflected in the minutes of the meeting. 
The discussion developed under two broad themes: the economic transition; and international trade policies. 
The Economic Transition 
Participants praised the Slovak Republic for the significant progress in its transition to a market economy. Structural reform had been facilitated by a stable macroeconomic environment. The process of reform had already begun to lead to strong growth. The fiscal accounts were improving; the external current account was in surplus and international reserves were at a reasonably comfortable level. However, participants noted that inflation was higher than in partner countries, although it seemed to have declined in recent months. Also a smoothly functioning financial system was not yet fully in place, which might be negatively affecting savings. Questions were raised on the contribution of the import surcharge to a reduction of the fiscal deficit and on policy changes that might generate higher savings. 
Some members felt that an apparent slowdown in privatization, together with a change in method, may have contributed to uncertainty for foreign investors, and affected investment flows. Members asked how the current approach to privatization would lead to an effective separation of enterprises from State influence. Some members asked Slovakia to state the reasons for its dissatisfaction with the voucher method of privatization. 
Members noted that trade had been important in fostering competition in Slovakia. In this context, Slovakia was asked about its plans for liberalization beyond that agreed in the Uruguay Round. Further questions were asked about plans to increase the effectiveness of bankruptcy procedures and to liberalize remaining price controls. 
Much of Slovakia's recent growth had been export-led; however, capacity constraints were being encountered in many sectors with increased investment thus urgently needed in these areas. Clarification was sought on the criteria used by the National Bank of Slovakia to grant approval for foreign direct investment in financial services and telecommunications, and other areas vital to the infrastructure. 
Slovakia's trade had been largely reoriented toward the European Union and other European market economies, following the disintegration of the CMEA; new regional agreements also played a rôle in this process. Comments were sought on the relationship between Slovakia's obligations under regional agreements and those under the WTO. 
In response, the representative of Slovakia noted that inflation had slowed in 1995, with a target of 6 to 8 per cent for 1996. Unemployment remained high at some 13 per cent. The import surcharge had contributed 1.6 per cent of budget revenue. Efforts were underway to improve Slovakia's financial system with the new Act on Banks in preparation and expected to enter into force in 1996. The low level of savings was influenced by the standard of living; increased savings would depend on decreasing unemployment and the growth of incomes. 
The authorities intended to accelerate and complete the privatization process in the near future, with the second wave to be finished in late 1996. Voucher privatization had been replaced by bond privatization; privatization was geared towards creating a competitive environment that would lead to company restructuring. Trade was also important to fostering competition; in 1996 tariffs would be eliminated on a number of lines, going beyond the commitments Slovakia had made in the Uruguay Round. An amendment of the bankruptcy law was being prepared. 
Slovakia's foreign investment régime was generally open. Foreign investors were granted national treatment, no investment measures were maintained that were not consistent with the TRIMs Agreement, and there were no restrictions on current external payments related to investments. In the banking sector, all investments, both domestic and foreign, required the approval of the National Bank, but this was only for prudential reasons. The development of the telecommunications infrastructure was a government priority, with plans to sharply increase the number of telephones per inhabitant; however, the existing monopoly in voice telephony would remain until 2003 
Regional trade agreements were of great importance to Slovakia. All such arrangements were based on the principles of GATT Article XXIV and were therefore in conformity with Slovakia's obligations under the WTO. 
