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AN Act for the Unborn
The coalition and opposition will sit at the same table to reconsider the long-term fiscal strategy of
Slovakia. The expected result should be establishment of an independent fiscal council, which
should watch the fiscal policy of the coming governments. Just as the so-called debt brake, also
the council should be established by a constitutional amendment, which can only be approved
with the votes of the opposition MPs.
The independent watchdog, just as the central
bank authority, would be a benefit for the Slovak
fiscal policy. The past experience has shown, for
example, the lack of transparency in publishing
fiscal figures in the times of PM Vladimír Mečiar,
or pre-election lack of tax prognoses of Ján
Počiatek’s Ministry of Finance.
According the Swedish Fiscal Council Chairman
Lars Calmfors, apart from stricter public finance
rules, an independent watchdog institution may
help to prevent politicians from creating higher
deficits than necessary. The council could be con-

annoying
Bill

sidered as a lobbyist for the yet-unborn children,
as it will also watch how the current debts burden
the coming generations. During the last five years,
Sweden, Canada, Hungary, Slovenia and the UK
have created their fiscal councils, while the Netherlands, Denmark, Germany, Austria, USA and
Belgium had similar institutions even before.
The Fiscal Council in Slovakia should be similar to
those in other countries. About 15 to 20 analysts
should be working for the council. They should not
judge policy directly - rather, they should mostly
only assess their fiscal impact. The irresponsible
fiscal policy could then at least spoil the governing
politicians’ reputation.    
The long term fiscal sustainability should be assesses by the council by specifying the gap between the current fiscal situation and its sustainable level. Each government would then declare
what part of the in-built deficit it wants to erase.
page 10

s2b

Who Needs a Tunnel
It does not matter whether we really need it or if it
costs a lot of money. That is what the railway expansion plans in Bratislava look like. The total costs
– €2 billion. The construction, including a river tunnel under the Danube, should be co-financed by
the European Union.
The new track should partly replace the missing
subway. The tunnel is projected to connect the
heavily loaded tracks from Trnava and Galanta to
the direction of Austria and Hungary. The planned
Petržalka tramway should also connect to the tunnel. The official purpose behind the huge construction project is different – the high-speed railway
connection from Paris through Munich and Vienna to Bratislava, with later prolongation to Warsaw
and Moscow. With the trains coming from Munich
to Bratislava in four hours.
Such grand plans are usually realized with difficulties, and incredibly costly. Starting from the project
documentation chosen from the only offer of Dopravoprojekt for over €30 million. And still with-

out the answer to the key question of how would
the railways use the new lines effectively. Although
the bus journey between the railway stations Nové
Mesto and Petržalka lasts twice as long as by train,
the trains remained empty and will be replaced by
buses.
In contrast to that, there is another urban transport
project. The company Reming Consult proposed
in 2008 to start the city train system on the present
tracks. Building up the system, with some new stations and automatic ticket-marking machines could
cost only around €15 million according to the Reming’s project. The system would require harmonizing the schedule of the public transport in the
city with the suburban buses and trains, which is
a general requirement involved even in the tunnel’s
project expected for years. Additional costs would
accrue because of new trains that were to be acquired either way.
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Macroeconomic summary
The state budget continues in improving its performance, as the twelvemonth cumulative deficit decreases. The shortfall for the first four months
of the year reached €1.02 billion, which is €460 million less than during the
same period last year. State revenues increased by 13 percent, thanks to higher drawing of EU funds as well as higher profitability of corporations and the
increase in VAT. Government expenditures are lower by one percent than in
the first third of the last year, thanks to limiting the state personnel costs and
procuring more transparently. By the end of the year, the state deficit should
reach at most €3.81 billion according to the budget. This means decreasing
the overall public finance deficit from 7.9 percent of GDP in 2010 to 4.9 percent this year. Slovakia should cut its deficit below the three-percent threshold
by 2013 according to its Stability Program.

Cabinet approved
amendment of the
Labor Code
The Cabinet approved significant changes in the Labor Code. The amendment
should make the labor market more flexible and help
decrease high unemployment. The employers say the
changes are just cosmetic,
however. The trade unions,
on the contrary, see employment protection decreasing.
The draft now goes to the
Parliament. The employers
tend to push for more flexibility through lobbying. The Minister of Economy Juraj Miškov
announced he could support
such proposals. The trade
unions prepare public protests. The new Labor Code
should ease the rules of hiring and firing. The cancellation period would differ from
one to five months according the years the employee
worked in the company. The
same rule will apply to the
severance pay, and the employee will choose either the
time to leave, the compensation money, or an equal combination. The probation period
should remain 3 months. Only the executive employees
will be tested for 6 months.
For a change, there will be
only one minimum wage set.
Chaining job contracts will be
allowed three times within a
3-year period. From the age
of 33, the employee will automatically be given a 5-week
holiday instead of 4.  I page 8

Brief Statistical Overview
(Slovakia)
2010

Current Period

Forecast

GDP

4.0

3.5

(Q4 2010)

3.3

(Q1 2011)

Consumer Inflation (%)

1.3

3.6

(Mar 2011)

3.9

(Dec 2011)

Producer Prices (%)

-0.7

3.4

(Feb 2011)

3.1

(Dec 2011)

Unemployment (%)

14.4

13.9

(Q4 2010)

13.5

(Q4 2011)

Current Account (% of GDP)

-3.3

-0.9

(Jan 2011)

-1.5

(2011)

Notes: Unemployment according to Labor Force Survey. Forecasts based on prognoses of bank analysts,
the National Bank of Slovakia and TREND Analyses.
SOURCES: Statistical Office, National Bank of Slovakia

