ENLARGEMENT: THE NEW FACE OF THE EU

Slovakia

Slovakia-EU Relations

Diplomatic relations between the European Community and the former Czechoslovak Republic were established in September 1988. The first agreement between them was the four-year Trade Agreement on industrial products that entered into force in April 1989. 

An Association Europe Agreement was signed between the EC and Czechoslovakia on 16 December 1991. Its trade provisions entered into force in March 1992 by way of an Interim Agreement replacing the 1989 Agreement. The Interim Agreement provided for the consolidation of previous trade concessions as well as the gradual and asymmetric establishment of a free trade area over a period of ten years. 

The dissolution of Czechoslovakia into Czech and Slovak Republics made it necessary to negotiate separate Europe Agreements with the two successor states. The agreement with the Slovak Republic was signed on 4 October 1993 and entered into force on 1 February 1995. 

Slovakia's official request for accession to the European Union was presented on 27 June 1995. Two years later, the European Commission issued its opinion on Slovakia's membership application. 

The European Council at Luxembourg followed the recommendation of the Commission in its Opinion on the Slovak membership application issued in July 1997 that Slovakia does not fulfill in a satisfying manner the political conditions set out by the European Council in Copenhagen. The Commission criticised the instability of Slovakia's institutions, their lack of rootedness in political life and the shortcomings in the functioning of its democracy. 

After the publication of the first Progress Report on 4 November 1998 about all CEEC candidates, and in view of the report's positive tone regarding Slovakia's 1998 general elections, the Commission proposed to conclude an Accession Partnership agreement with Slovakia to strengthen their relationship. 

The Accession Partnership was adopted by the Commission on 4 February 1998 and submitted to the Council of Ministers. The Council adopted it on 30 March 1998. 

After the Helsinki European Council meeting at the end of 1999, the Council decided to start accession talks with Slovakia in February 2000. 

The Commission's 2000 Report on Slovakia's progress towards accession was optimistic. The Commission report responded positively to the legal steps taken to strengthen the independence of the judiciary, the progress in the fight against crime and corruption and the good progress in the restructuring and privatisation of the state-owned banks. 

Accession negotiations were formally concluded with Slovakia at the Copenhagen European Council on 13 December 2002. The Accession Treaty will be signed in April 2003 at the Athens European Council with a view to full EU membership on 1 May 2004. 

Progress of Slovakia towards accession

	Year
	The European Commission states…

	July 1997
	…that Slovak industry could encounter difficulties with integrating into the European market in the medium term. In order to avoid such difficulties, Slovakia was urged to diversify away from heavy industries and to restructure enterprises more effectively. The Commission also considered the lack of investment capital to be a major potential impediment to restructuring and diversification efforts. The problem was due to low levels of foreign investment, the bad debt situation and the privatisation process that was oriented towards insiders and therefore insufficiently transparent.

	November 1998
	…that progress had been made in defining an industrial policy, but stated that implementation would require close monitoring. Significant efforts were needed to improve the integration of competition aspects into industrial and enterprise-restructuring policies, to manage privatisation projects in a transparent manner and to promote foreign direct investment.

	October 1999
	… that certain problems, including the state of the financial system, were obstacles to economic development. The new Slovakian Government was striving to improve the situation of industry.

	November 2000
	…that industrial policy in Slovakia had moved closer to EU policy, although there were still problems with regard to compliance with Community state-aid rules. Steps forward had been taken with the adoption of a long-term industrial strategy. There was adequate administrative capacity to implement industrial policy. The taxation scheme for SMEs had been simplified and support programmes for SMEs had been streamlined.

	November 2001
	…that progress had been made in the field of privatisation and the promotion of investment. There had been little improvement in the promotion of competitiveness and the development and coordination of policy. Progress had been recorded with regard to policies in favour of SMEs and improving their environment.


General Evaluation of Enterprise Policy

The Enterprise Revitalisation Act, which was singled out as contrary to sound industrial policy, was abolished at the end of 1998. In January 1999, the new government adopted a package of economic measures, aimed at both re-establishing macroeconomic balance and improving business competitiveness (simplification of legislation, greater transparency, tax reform). 

A programme for foreign investment support was approved in March. Despite this, however, the flow of foreign direct investment into Slovakia has not changed much from the previous low levels. With regard to the promotion of investment, the law of October 2001 on investment aid was in line with the Community acquis. 

In September 1999 the law on privatisation was amended. The revision enables the privatisation of stakes in natural monopolies in banking, postal services, telecommunications, the gas industry and the energy sector. A bankruptcy law was adopted in June 2000. It should make the restructuring of enterprises more effective. In January 2000 a benchmarking information centre and an industrial competition council were set up.

With regard to competition, the current anti-monopoly legislation is already largely aligned with the acquis, though some improvements and further adaptation are still needed for block exemptions, agreements restricting competition, the exemption of the agricultural sector, the de minimis rule and negative clearance.

Company tax was reduced from 40% to 29% in January 2000. A five-year tax exemption period was granted to companies with foreign capital involvement. 

Slovakia is participating in the Third Multiannual Programme for SMEs. The definition of SMEs was harmonised with the definition recommended by the European Commission.

Needs to be improved…

· The lack of ceilings five-year company tax exemption does not comply with Community state-aid rules.

· Slovakia needs to strengthen the role of the Ministry of Economic Affairs in coordinating action by responsible bodies.

· Needs to implement bankruptcy law.

· Difficulties of access to funding continue to hamper the development of SMEs.

· The administrative structure for implementing the policy in favour of SMEs needs to be improved. 

