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1.1 General characteristics

The effects of recent economic crisis can be falbss all of EU. Unemployment in the EU
27 reached in July to 9%. This is the highest urieympent rate since May 2005. In Slovakia,
the unemployment rate was at 12%. Eurostat estanihi in July 21.794 million people

were unemployed, of which 15.9 million were in therozone. The growth of unemployment
in the EU confirms the negative economic develogsén all member countries. Slovakia,
although not included in the top three countriehwhe highest unemployment rates, is still

above the EU average.

Labour market in Slovakia has recently gone thragighificant changes. In summer 2008 the
unemployment has decreased to historic minimum fd®@87 (see the chart below). The
dynamics of the labour market inclined to favourjolb seekers. Shortages of qualified
specialists and even manual workers for exampt®nstruction sector moved the advantages
and power in the direction of employees. Consedyém wages were rising and employees’
loyalty was decreasing. Fierce competition amongleyers and high turnover created
favourable conditions for recruitment agencies tiate established a permanent place in the

labour market.

However this trend started to change within cowgdlenonths at the end of the 2008. The
crisis started to unfold in full during the firstomths of 2009 when the situation rapidly
worsened and many companies announced collectimdancies. By the middle of 2009 the
unemployment in Slovakia reached the highest lendisur years.
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1.1.1 Unemployment rate in Slovakia

I

Sourcehttp://www.sme.sk/c/4363530/interaktivny-graf-vynmzamestnanosti-na-slovensku-1997-az-2009.html

These realities translated also into significarnit €m the labour market. According to various
specialists from recruitment agencies the currevebtbpments in the Slovak labour market
can be perceived positive as well as negative. &hdwmnges in the labour market are
expected to remain after the crisis is over andréigevering process of the labour market to

its pre-crisis status is predicted only after yedrthe earliest.

The growing unemployment dominates the negative Asemany as 100,000 people might
lose their jobs, directly or indirectly. As poskivconsequences we may the fact that
companies which were just recently searching falified labour can now hire employees on
the basis of quality. In addition, based on persbandits, they were able, as a consequence
of the crisis, to eliminate such phenomena as ewgstoyment or low loyalty by employees.
The most visible impact of unemployment is that estptions of new employees have
become more realistic and that companies now charee their staff given lower levels of
turnover. The crisis has already changed the labwanket in that more clever employees

have already started to increase their qualificatim become more competitive in the market.

In Slovakia, the automotive, machinery and texildustries and their suppliers have been
most affected by the crisis and the jobless ratiése industries confirms this. The crisis is
also further widening employment gaps between reggidhe tendency for 2009 and 2010 is
not positive either. According to official statist] at least 35 job seekers are applying for each
vacancy. However it is expected to increase siagefls have not bottomed out yet.
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A significant number of the new Slovak job seekanes people who worked ébroa'd- until the
crisis there sent them home. Slovaks have retumed Hungary, the Czech Republic as well
as Great Britain and Ireland, and most of them wdrk manufacturing, for example, in the
automotive, machine or electro-technical industbespeople who had worked in services or
construction have also returned to Slovakia. BEsBmated that as many as 60 percent of the
new job seekers are people who had worked abraade $ebruary we have seen the inflow
of job seekers from positions such as operatorscaaitsmen or from customer service and
logistics, but also from banks, information teclogyl and health care. Foreign countries no

longer represent for Slovaks such a good way aidias they did in 2008.

However people returning back to Slovakia are nyostbrkers used to be occupied in
manufacturing, food services and construction dgrakent works. All these people might not

face needs of highly qualified workers.

The crisis has been changing the labour marketanganies are responding to it in various
ways depending on their size and core businesse Sompanies immediately reduced their
workforces to cut costs while others are lookingvimys to keep their qualified labour or use
the current downtime for more education and trgniAt the moment when the crisis hit,

employers dismiss their most flexible labour forctor example leased workers. In countries
where alternative forms of employment have a longatition, in contrast to Slovakia, these

flexible forms of employment are used during crises

It is believed that the current labour market depgient will have implications on forms of
employment that will undergo a huge change. Famm=, personnel leasing can be seen as
one of the fastest indicators of changes in th@uabmarket. When the crisis burst out,
companies were getting rid of their temporary erpeés and today they are the first to come
back. Employers prefer, in uncertain times, flexiehd lower-paid workers. It is impossible
to predict developments in the labour market ahawhole economy towards the end of the
crisis. The increased interest in workers employedhe basis of personal leasing is the first

signal that the economy, even though slowly, isragaviving.
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It is believed that the crisis has made the laloarket more flexible. We will be seelng more
part-time work contracts and it is possible thagréghwill be more alternative forms of
employment — jobs on contract or self-employmenival as agency employment will grow
is expected to grow after improvement in the ecanaituation. The flexibility will also be
marked by higher labour mobility as well as notiifee jobs. The average number of jobs per

life is five.

1.1.2 Employment of foreigners by nationality in October2009

In total there has been 15 364 registered empléy®igners in Slovakia in October 2009 out
of which 12 318 men and only 3049 women. The talelew shows 20 highest represented
countries of origin and the number of their natisnvaorking in Slovakia in October 2009.

1 Hungary 1394 11 Great Britain 363
2 Poland 1282 12 USA 276
3 Ukraine 944 13 Serbia 271
4 Germany 733 14 Russia 187
5 France 691 15 Spain 154
6 South Korea 552 16 Japan 120
7 Austria 504 17 China 111
8 Vietnam 497 18 Belgium 107
9 Bulgaria 462 19 Thailand 97
10 Iltaly 376 20 Nederland 80

Source: UPSVAR SR

1.2 Structure of economy
Slovakia prides itself on the industrial heritatrethe past the emphasis wasmming and

metallurgy and gradually has shifted to present focus antomotive industry,
electrotechnology, engineering and wood processirad have become the key sectors of

Slovak economy. Over the last 6 years, a large eurobthe key global corporate players
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have targeted Slovakia for investment. Significanbjects have been announced in the
automotive and electronics industry, including camps like KIA, PSA Peugeot Citroen,
Samsung and Sony. Their arrival has attractedge lbase of their suppliers to Slovakia. The
chart below plots the industry’s structure in Skigan August 2009.

Industry’s structure in August 2009

@ grocery, beverages and tobacco products
245 7% | textille, clothing, leather and leather production
O wood, pulp and paper industry, printing

O production of coke and refined crude oil products
m production of chemical products

@ phamaceutical production

3%
0% | rubber, plastic and non-metallic products
O production of metals

8%
W computer, electronics and optical products
m production of elecirc devices

O machinery products

O production of wehicles (car industry)

W other manufacturing, repairing and installation

3%

1%
m electricity, gas, steam and cold air delivery

m water delivery; sewage, wasie treatment sendces

As indicated earlier one of the main sectors ispgraduction. Another important sector is
electricity, gas, steam and cold air delivery. Doamice of this sector can be explained by
Slovakia being the second largest transporter sfigaEurope. Building on the tradition,

production of metals still belongs among the cénsectors. Computer, electronics and

optical products have also grown to become onbekey areas.

The structure of economy has important implicationghe labour market as it influences the

demand. According to Eurostat theerage annual gross wagé Slovakia wasl8 865
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EUR. The average monthly salary per sector for thersg¢rimester of 2009 can be found in
the table below.

1.2.1 Average salary per sector in 2Q 2009

Source: National Statistical Office
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1.3 Labour market needs
Despite the increased unemployment and thus fagrnumbers of job seekers there are still

some shortages in Slovak labour market. In ordersty competitive and attractive country
Slovakia is in need of sophisticated labour foiidee foreign investment prepared a solid base
however in order to keep the investors in the cguaiiter the tax holidays are over and labour
force no longer cheaper than in other countriegjifigd workforce is inevitable. The most

viable way would be to attract innovation as reslea@and development centres of the already
established companies to Slovakia. Unfortunatelpyrat young and talented people do not
choose the studies and careers that are most dleJihe preferences of employers are

demonstrated in the chart below.

1.3.1 Index of employers’ interest per faculty
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Sourcewww.profesia.sk

Contrary to these findings one of the most popsiady programmes among Slovak students
are Law, Pedagogy or Philosophy. Technical unitiessioften struggle to attract enough
applicants. Nevertheless, the Information Techne®@nd Civil Engineering are the most
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increasing pressure to move towards greener ecomenvyspecialties are such as experts in
renewable energy resources as well as in new fedthblogy/ biotechnology are becoming
popular.

Another important area facing shortages is headtte.cThe range of position varies from
experts in innovative medicine through life prolatign medicine and dentists to nurses.
With increasing standard of living, personal assitt (nurses) or physiotherapist starts to

gain ground. Specialised healthcare services prgséanother alternative.

Rising quality of life also creates opportunities ther types of jobs related to leisure
activities. Personal trainers, sport instructorgrition specialist are gradually building their
stable place on labour market. However personatldpment and continuous education is
equally important for one’s well being and as dssad above nowadays all the more
important in order to be more competitive and sadce today’s labour market. Therefore
education and personal development activities pevadditional areas of prospective
employment.

Finally the sound of the future are technologies immovation and thus areas with good
perspective include:

- nanoelectronics

- intelligent systems

- aeronautics and air traffic navigation

- transport, logistics and infrastructure

- hydrogen and fuel cells

- photovoltaics
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According to portalvww.profesia.skone of the most visited job portals in Slovakia thost

demanded professions are:
1) Sales Manager
Typical job description:

Management of team of sales representatives taetiseir development,
coaching, motivation and continuing growth
Active search and acquisition of major customers
Development and implementation of major busineggodpnities
Maintaining business contacts, management of keioowers
Responsibility for the company’s achieved salesltes
Scheduling business goals
Presenting comprehensive services and solutioolgetas.

Usual profile:
Master degree in Economics, Business or Finance
PC skills — MS Word, MS Excel, internet, MS Powdarfand MS Outlook
English (Slovak)
Driving licence B
Strong communication, interpersonal and negotiatlalts
Flexibility, autonomy,
Analytical thinking

Average gross monthly salaryl 107 EUR
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Employers’ demand for Sales Manager
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2) Car Fleet Manager

Typical job description:
Responsible for the technical condition and thieieffit use of motor vehicles
Planning, implementation and provision of the reggliservice inspections of motor
vehicles
Communicating with insurance companies, leasingpames and public authorities
Monitoring and evaluation of fuel consumption
Records of drivers, preparation of contracts fdividual workers on use of motor
vehicles
Presentation of financial plans for vehicle repair
Assistance with investment planning within the camyp

Usual profile
Secondary education
PC skills - MS Word, MS Excel, internet and MS ©o#
English (Slovak)

! The chart below shows development of the ratiadufed job offers for this position to all postedaacies per
month.
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Driving licence B

Team player

Good communication skills
Attention to detall

Stress resistant

Average gross monthly salaryl 011 EUR

Employers’ demand for Car Fleet Managef
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3) IT Project Manager

Typical job description:
Preparation, co-ordination and evaluation of tregm®d projects
Responsible for the delivery of a project in aread time, quality and price
Communication with the clients
Involvement in the preparation of the bid
Allocation of the tasks to the team members anditoong of their
performance

Presentation of interim and final solutions to mige

2 The chart below shows development of the ratiadufed job offers for this position to all postedasmcies per
month.
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Usual profile:
Master Degree in IT
PC skills - MS Word, MS Excel, internet and MS Qok
English (Slovak)
Leadership skills
Strong communication and presentation skills
Analytical thinking
Capability to solve problems

Average gross monthly salaryl 933 EUR

Employers’ demand for IT Project Manager®
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4) Project Manager
Typical job description:
Preparation and management the assigned projects
Preparation of project management methodology witthe company

Establishment and management of the project team

% The chart below shows development of the ratiadsfed job offers for this position to all postedascies per
month.
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Co-ordination of the workflow and performance obsontractors (external

suppliers)
Reporting to members of the management about theilog projects status

Usual profile:
Master degree in Economics, Business or Management
PC skills - MS Word, MS Excel, MS PowerPoint, imet, MS Outlook (MS
Project)
Strong communication skills
Analytical thinking
Flexibility
Team player

Stress resistant

Average gross monthly salaryl 786 EUR
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5) Product Manager

Typical job description:

Creating business solutions, processes and busimedsls

Preparation of technical and financial bids/offers

Design and implementation of innovative measures

Sales support with regard to technical and proaspscts and relationships
with suppliers.

Management of the technical and commercial docuatient

Market research, processing of its results andlaegeporting of the results
and their presentation.

Co-operation with sales and technical departmenissocompany
Representation of the company in negotiations bitsiness partners and other

stakeholders

Usual profile:

* The chart below shows development of the ratiadufed job offers for this position to all postedasmcies per

month.
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Master degree in Sales, Business, Economics, Fenanielevant technical
field
PC skills - MS Word, MS Excel, MS PowerPoint, imiet; MS Outlook
English (Slovak)
Driving licence B
Strong communication skills
Flexibility
Creativity
Analytical thinking
Average gross monthly salaryl 153 EUR

Employers’ demand for Product Manager
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® The chart below shows development of the ratiadufed job offers for this position to all postedasmcies per
month.
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Based on thesectors of economycurrently thehighest number of currenjob offers at

www.profesia.sk(December 2009):

1)
2)
3)
4)
5)
6)
7)
8)

Health care and pharmacy

Transport and logistics

Construction and real estate

Engineering

Banking/ Economics and Finance/ Sales/ MarketirtyRiR
Production

Electronics and energy

IT

1.4 Problems identified

Absence of system for identification of labour netrdemands
Need to identify gaps

Lack of matrix for research on the sector analysis,

No data about current, short-term and long-termdseof economic development on
regional level

Lack of data specification about sector economgioreal sector economy based on
potentials and human resources, geographical andahaesources

Lack of surveys on economic services breakdown dmposs, regional service and
industry, lack of general tool for data collectiamd update of the labour market needs
(we have analysed only private data banks)

Lack of obligations for announcing jobs opportussti

Lack of centralized or regional labour databank

No tools and methods developed for identificatibreal needs and potentials

Lack of links between economic needs and graduates

No data neither surveys about professions of reagrimigrants) / lack of analysis of

their abilities to react of the needs of the market
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1.5 Sources:

Eurostathttp://epp.eurostat.ec.europa.eu/portal/page/peuastat/home/

Institute of Employmentvww.iz.sk

National Statistic Officewww.statistics.sk/

Profesia: www.profesia.sk

The Slovak Spectator, 4 May 2009, Crisis makegaeur market more flexibleJana

Liptakovg
http://www.spectator.sk/articles/view/35173/19/srisnakes the labour market more flexible.html
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Quick overview

on the crossroads of Europe
member of EU, Schengen, NATO
corporate income tax rate: 19%
personal income tax rate: 19%
VAT: 19%

Withholding tax on dividends: 0%
in need of sophisticated labour
from abroad: IT specialists, science
and technology, medicine,
engineering

in need to develop knowledge and
value added economy

need to change the structure of
R&D expenses and start investing
more into sophisticated areas with
higher returns

Industrial trends then and now

Slovakia prides itself on the industrial
heritage. Primary focus in past was
given on metallurgy and mining

With changing trends and influx of
foreign investors this has changed.

Key sectors of the economy are
automotive industry, electro-
technology, engineering and wood
processing

Over the last 6 years, a large number
of the key global corporate players
have targeted Slovakia for investment.
Significant projects have been
announced in the automotive and
electronics industry, including
companies like KIA, PSA Peugeot
Citroen, Samsung and Sony. Their
arrival has attracted a large base of
their suppliers to Slovakia.

Success stories: Alcatel, DELL,
Delphi, Deutsch Telecom, EdF,
Emerson Electric, EON, Gaz de
France, IKEA, Heineken, Hewlett
Packard, Johnson Controls, KIA,
Lenovo, Panasonic, PSA Peugeot,
Motorola, Orange, O2, Rodamco,
RWE, Samsung, Siemens, Sony,
Tesco, US Steel, Volkswagen,
Whirlpool



Industry’s structure in August 2009

@ grocery, beverages and tobacco products

206 7% m textille, clothing, leather and leather production
O wood, pulp and paper industry, printing
O production of coke and refined crude oil products
m production of chemical products
@ pharmaceutical production

3%

0% | rubber, plastic and non-metallic products
O production of metals

8%
W computer, electronics and optical products
@ production of electric devices
O machinery products

@ production of vehicles (car industry)

m other manufacturing, repairing and installation

3%

11%
W electricity, gas, steam and cold air delivery

m water delivery; sewage, waste treatment senices




Basic economic indicators

GDP growth in % Unemployment rate Average salar yin EURO

2005 6.5 16.2 573.40

2006 8.5 13.3 622.75

2007 104 11.0 688.72

2008 6.4 9.6 723

2009 -2.6 (orecasy 11.6 (august 2009) 721.25 (irsthaif o 2009)

Regional comparison 2008 figures
GDP growth in % Unemployment rate Aver. salary  in EUR

Bulgaria 6.0 54 277.82
Romania 7.3 5.9 490.43
Hungary 0.5 8.5 820.69
Croatia 2.4 8.2 1083.63
Czech Rep. 3.1 4.7 944.72
Poland 4.9 7.0 866.05
Ukraine 2.1 6.5 243.09

Sniirca: Natinnal atatictical nfficee Furirnatat NDatahace CF Poland

Average salary vs. average spendings

Average salary per sector 2Q 2009:

SLOVAKIA

Agriculture: 557,54EUR

Industry:  745.34EUR

Construction: 557.28EUR

Wholesale, retail: 733.04EUR

IT technologies: 1341.25EUR

Financial and insurances: 1544.98EUR
Science and technology: 910.48EUR
Public services: 961.99EUR
Education: 636.70EUR

Health and social services: 657.03EUR
Arts, entertainment: 554.28EUR

Source: Slovak Statistical Office



Average spendings of the household

Slovak household: 900-1000EUR/month

Romanian/Bulgarian/Serbian household: 400-
500EUR/month

Czech/Croatian/Polish/Hungarian household:
900-1000EUR/month

Ukrainian household: 214EUR/month

Percentage of the total spendings on
grocery/month

Slovak/Czech household: 20%
Romanian household: 41%
Ukrainian: 54%

e grocery, living, energy and transport:
48%-70% of monthly spendings

« the lower the incomes the higher the
expenses into these items

Source: RegioPlan Consulting

Labour market development

- labour costs will increase

- higher number of labour over 60 years of
age

- n§> lifetime jobs (average no. of jobs per life -
5

- higher spendings on employee education
- higher labour mobility

- unemployment rate in Slovakia is unlikely to
fall below 5%

- need for new professions: alternative energy
sources specialist, new technologies
analyst, coordinator, personal trainer (free
time), life management specialists,
scientists, life prolongation medicine —
doctors, specialised craftsmen



Increasing needs

Index of employers interest per faculty
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- infrastructure and public sector services,

- new energy and eco sources

- complex offer of free time activities

- special healthcare services

- information technologies

- education and knowledge activities

- personality development services

- hew services related to global change
(teleservices — telecentres)

Progressive technologies — sound of
the future

Main aim of the knowledge-based
economy is to bring Slovakia on par

with technologically developed countries.
The government strategy presupposes
development in the following areas:

innovative medicine

nanoelectronics

intelligent systems

aeronautics and air traffic navigation
hydrogen and fuel cells

photovoltaics

new food technologies/biotechnologies



