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 ●    The economy is flourishing; strong growth is set to continue

 ● Population ageing is the key long-term challenge

 ● The production focuses mainly on low value-added downstream activities

 ● Improve education and training to develop tomorrow’s skills

 ● Foster entrepreneurship and innovation to support long-term growth



2 . OECD ECONOMIC SURVEY OF SLOVAK REPUBLIC – EXECUTIVE SUMMARY

             

Fiscal policy, financial policies and public-sector reforms 

•  Proceed with the further reduction of public debt. Continue to undertake consolidation; at least as fast as planned, to 
contain the intensifying demand pressures.

• Strengthen the Value for Money initiative, use the results to develop concrete proposals for efficiency improvements, and     
       integrate them in medium-term fiscal planning.

• Increase energy taxes. Align the implicit taxation on emissions of CO2 and other pollutants across different fuels and 
uses. 

• Fully implement the 2012-13 pension reform including the link of the retirement age to life expectancy. 

Improving skills

•  Increase the time spent on general and digital training in vocational education.

•  Increase spending on active labour market policies to further reduce the case-load for job counsellors, and continue to 
foster re-training measures in line with labour market needs.

•  Continue to simplify work visa and residence procedures for highly skilled workers. Make a significant part of a couple’s 
parental leave available only to fathers, to allow them to better share child-rearing tasks and reduce the labour market 
disadvantage of mothers.

Enhancing the social integration of Roma

•  Involve Roma in the development and operation of integrated health, education and employment services. 
      Give the office of the Plenipotentiary a bigger role in coordinating national policies and ensuring integrated provision of
      public services to Roma where they live.
      Scale up successful EU-funded pilot programmes, such as community centres and health mediators, and ensure sustained
      financing through the national budget.

• Continue to expand the provision of high-quality early education and care, engage with parents to advertise its benefits, 
       and  remove  financial barriers to attendance. 

•  Strengthen initial and continuing teacher training with a focus on methods to identify and address learning weaknesses. 
Increase the number of teaching assistants speaking Roma, and provide Slovak language support for Roma children.

Increasing the benefits of Slovakia’s integration in global value chains

• Continue to work with the ongoing Council of Europe project on judicial reform, and implement its suggestions, such as 
       further court specialisation, more attention to ethics awareness among judges and more technical and legal support staff 
       for them.     

• Publish high-quality analysis of graduates’ labour market outcomes. 

• Include research collaboration with innovative companies in the assessment of universities and public research institutions.

Key recommendations
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The economy is flourishing
The economy is in a phase of strong, broad-based expansion. Slovakia is benefitting from strong links with 
the world economy, especially EU Members, and has been catching up with higher-income countries.

Strong employment growth due to inflows of 
investment and the booming economy have 
brought labour shortages in some areas. Wages have 
been growing fast, and inflation has increased due to 
rising demand pressure and higher food prices. The 
government plans to increase public-sector wages by 
10% in each of 2019 and 2020. This could further push 
up private-sector wages, as the labour market is tight 
and vacancy rates are at historically high levels across 
the country. Foreign investors have already asked for 
additional immigration to ease the supply of skilled 
workers. 

The central bank has tightened credit standards 
in a measured way, with some success. Household 
debt, particularly mortgage debt, has been growing 
fast. The ratio of debt to income, once much lower 
than elsewhere, has now overtaken all of Slovakia’s 
neighbours, while still lower than in most OECD 
countries. The central bank’s steps have reduced credit 
growth somewhat. 

Unemployment has fallen below 7%, a historically 
low level. New automotive production capacity 
coming on stream will boost exports. Supportive 
financial conditions and new public infrastructure 
projects will enhance investment. 
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Figure A. GDP per capita performance has been strong

Figure B. The labour market is tightening

(annual growth rates, unless specified) 2018 2019 2020

Gross domestic product (GDP) 4.1 4.3 3.6

Private consumption 3.0 4.0 4.1

Government consumption 2.3 1.9 2.0

Gross fixed capital formation 13.2 4.1 4.1

Exports of goods and services 5.8 8.3 6.4

Imports of goods and services 5.9 7.7 6.5

Unemployment rate (% of labour force) 6.7 6.1 5.5

Consumer price index 2.7 2.7 3.0

Government net lending (% of GDP) -0.7 -0.4 0.0

Table A. Economic growth will remain robust

Source: OECD Economic Outlook 104 database, preliminary

Mild fiscal consolidation is welcome in a context of 
such strong expansion. With a tight labour market 
and relatively low ECB policy interest rates for a fast-
growing economy, the government should continue 
to consolidate, at least as fast as planned, to contain 
demand pressures. International trade tensions and 
volatility pose risks to Slovakia’s open economy. A 
tighter budget baseline would make room for future 
action if any of these risks were realised.
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Not everyone has benefited equally from 
growth
Long-term unemployment remains prevalent in the east and some central regions.

Regional differences in disposable income are still 
large. The socio-economic situation of the Roma calls 
for urgent policy action. 
Active labour market policies need to move towards 
better identification of needs and a more tailored 
approach. To achieve this and move beyond reliance 
on public-works schemes, with their limited impact on 
employability, the public employment service needs 
more resources, notably to lower case-loads for job-
placement staff. 

The majority of the Roma (who make up around 8% 
of the population) live in poverty and face social 
exclusion in most aspects of everyday life. Most 
suffer from long spells of unemployment and low life 
expectancy.  
The Roma need better access to education, health, 
employment and other public services. Many live 
in isolated or segregated communities, have low 
educational levels and high school-dropout rates. 
Although public services are available in principle, 
language barriers, a lack of awareness of available 
programmes and discrimination hamper access.

Better services, above all better coordinated 
services, are a priority for the Roma. For example, it 
is urgent to improve children’s education, but access 
to and retention in schooling depend on improved 
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hygiene and health, which are in turn a function 
of easy access to clean water. The Plenipotentiary 
for Roma communities has only an advisory role. 
Strengthening this position within the government 
could help better coordinate national policies and 
ensure integrated provision of public services to Roma 
where they live. Increasing the number of trained 
personnel from Roma settlements will help facilitate 
dialogue and cooperation between these communities 
and public institutions. Successful EU-funded pilot 
programmes, like Roma health-care assistants, should 
be mainstreamed in national policy to ensure their 
continuity.
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Figure C. Roma employment and poverty

Source: European Union Agency for Fundamental Rights (2016)

Roma settlements in  Jarovnice

Photo  credits: Gabriel Machlica
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Large foreign investment inflows have helped develop 
a competitive export-led manufacturing industry, with 
a strong specialisation in the automotive and electronics 
sectors, fostering robust growth and productivity 
performance. 

To sustain its economic progress Slovakia will have to 
move beyond this approach. The local value added 
content of exports is relatively low, and skills shortages 
may deter future investment. Success has been based 
on a narrow range of industries. Smaller or domestically 
owned firms, especially in services, have not benefited 
from spill-overs, falling further behind in international 
productivity comparisons. Slovakia must invest in skills 
and adaptability to labour market developments, as the 
risk of automation is more acute than elsewhere. It also 
needs to develop its own capacity to innovate and adopt 
new technologies.

Slovakia’s production focuses mainly on low 
value-added downstream activities
Slovakia’s strong productivity growth has arisen from joining global value chains, mainly in labour-
intensive segments, such as car assembly.
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Figure D. Slovakia’s employment looks vulnerable to the 
likely increase in automation
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Population ageing is the key long-term challenge
As the old-age population dependency ratio will rise steeply in the longer term, fiscal pressure will 
intensify

In this context the weakening of the 2012-13 
pension reform currently discussed in parliament 
would hurt. Reinforcing spending reviews and 
integrating the results better into medium-term budget 
planning would increase efficiency, releasing funds for 
priorities such as education and social inclusion. Further 
improvement in tax administration is also needed. 
In this context the weakening of the 2012-13 pension 
reform currently discussed in parliament would hurt. 
Reinforcing spending reviews and integrating the 
results better into medium-term budget planning 
would increase efficiency, releasing funds for priorities 
such as education and social inclusion. Further 
improvement in tax administration is also needed. 
Perceptions of relatively widespread corruption is an 
additional handicap. More efficient and transparent 
public administration would help address this.

Enviromental challenges also need to be addressed. 
Increasing relatively low environmentally related tax 
rates and abolishing exemptions related to energy 
consumption would help improve air quality and reduce 
CO2 emissions. This would pave the way to meet the 
goals of the 2015 Paris agreement. 

Foster entrepreneurship and innovation to 
support long-term growth
The government needs to continue to improve the regulatory environment for business.

The government needs to continue to improve 
the regulatory environment for business. Systemic 
reforms of the judiciary are ongoing; however, the 
judicial redress process is still lengthy, which imposes 
unnecessary costs on companies in enforcing contracts 
and dealing with insolvency. Slow public administration 
is also a problem, sometimes inciting companies to use 
personal connections or side payments. 

Low research and development expenditure limits 
productivity growth going forward. Sustaining past 
productivity improvements, which were largely based 
on integration into global value chains, will require 
strengthening Slovakia’s own capacity to innovate and 
adopt new technologies. The quality of the academic 
research system must be improved and collaboration 
with companies’ R&D expanded. Resources devoted to 
tertiary education are low by OECD standards and are 
spread too thinly.

Figure E. High R&D spenders, % of all large businesses, 
2012-14
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Early childhood education, better-trained and -paid 
teachers are necessary parts of this transformation.
Good vocational education is essential for improving 
the skills needed in the labour market. More children 
attend vocational schools than in most countries. But 
they do not receive enough work-based learning, while 
employers complain about the lack of professional 
and technical skills taught. General education and 
digital skills are under-weighted in vocational schools’ 
curricula. More and better vocational courses are 
also needed at the tertiary level, in coordination with 
employers’ needs.

Improve education and training to develop 
tomorrow’s skills  
The decline in educational performance must be reversed, and more must be done to improve 
the chances of children from poorer backgrounds.
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Figure F. Education performance is weak
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Roma children’s paintings, Materská skola Hrebendova, Kosice
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SLOVAK REPUBLIC
The Slovak economy remains strong. Thanks to sustained economic growth, almost 4% on average in the last two 

decades, living standards have converged towards the OECD average. The economy has benfitted from strong inte-

gration into global value chais, but the gains from this integration are likely to decline in the future. Foreign direct 

investment has focused mainly on downstream activities, which, although generating high productivity growth 

in the past, have low value added. Faced with rapid wage increases, technological change and labour shortages, 

Slovakia needs to upgrade the skills of its workers to protect their longer-term employability and foster productivity 

gains. While poverty and inequality are low overall, the majority of Slovakia’s Roma, about 8% of the population, 

face extreme social exclusion, with very low employment, widespread poverty and low life expectancy. Providing 

better living standards and economic opportunities to the Roma will require well-coordinated efforts across social, 

housing, education and employment policies.

SPECIAL FEATURES: SOCIAL INTEGRATION OF ROMA; GLOBAL VALUE CHAINS
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