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Abstract. The political and economic relations between Slovakia and Austria reflect the geographical situation in Central Europe, the
change in the political climate after 1989 and, finally, the establishment of the Slovak Republic and its successful efforts to join Euro-
Atlantic structures and the European Union. Subsequently, entry into the Schengen area and the European Monetary Union. We focus on
some aspects of mutual cooperation between two long-standing neighboring states from the point of view of the theoretical basis of
international political and economic cooperation. The aim of the case study is to analyze the successes of international cooperation between
Austria and Slovakia, to identify open issues in bilateral relations between Slovakia and Austria, and to predict trends in the coming period.
The ambition of this study is also to highlight areas that can be considered key to bilateral cooperation. International cooperation is a very
broad field in which general and specific scientific methods can be used. Given the type of study, we decided to use selected general
scientific methods, which we adapted to the specifics of examining economic relations between countries. Based on the results, we can say
that the possibilities of economic cooperation between Austria and Slovakia are far from exhausted. Joint projects in the field of transport
and energy infrastructure, energy security and diversification of energy sources are several examples where cooperation lasts for several
years and has a perspective for the future. The increase in cooperation is in the field of foreign trade, in the field of foreign investment, but
also in the growing level of services, including the increase in cooperation in the field of tourism. Since its inception, Slovakia has become
an important trading partner of Austria, with trade with Austria catching up with trade Slovakia with traditional partners - with neighbors
(Poland, Hungary).
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1. Introduction

From a historical point of view, the cooperation between Slovakia and Austria is a logical fact. In the course of
history, but especially since the revolution in 1848 in Austria - Hungary, when Slovak historians, for obvious
reasons, sided with the Austrian side, the relations between the two nations have converged (Schulze, M. S.;
Wolf, N. (2012)). Relations did not suffer even after the Second World War, because the Czechoslovak
government dealt with Germany and Hungary. For Slovakia is Austria a priority relation of foreign policy
activities, due to its close location and the maturity of the economy, Austria is a priority relation of foreign policy
activities. Austria does not lag behind in similar activities due to the opportunity to apply its assets in the
dynamically developing economy of Slovakia. This is supported by a constructive foreign and economic policy
and intensive bilateral economic, cultural and political dialogue at all levels. The achieved level of such mutual
relations is highly appreciated by the European Union in periodic evaluations (Rostetska, S.; & Naumkina, S.
(2019)). Examples of positive political cooperation between Slovakia and Austria include the highway, river and
rail interconnections of major cities (Toth, B. (2019)), which are being dynamized by the TEN (Trans-European
Transport Network) project, and the Slovak-Austria Cross-border Cooperation Program 2007-2013 within the
European Union Regional Economic Policy.

2. Economic and political characteristics of cooperating countries

2.1 Realities of the economy of the Republic of Austria

After the end of the First World War and the monarchy, the First Republic was declared in 1918. In 1938, Austria
was incorporated into the National Socialist German Empire and lost its state independence. After the end of
World War |1, Austria was first occupied by the Allies, but in 1955 it regained its sovereignty by the State Treaty.
Austria has been a member of the European Union since 1 January 1, 1995. Under the agreement of the countries
that occupied Austria from 1945 to 1955, independent Austria was declared "permanently neutral" (Luif, P.
(2016)). For this reason, it has been granted an exemption within the EU and thus maintains its neutrality, even
with regard to the EU's Common Foreign and Security Policy. Austria is also not a member of NATO.

Austria's population was estimated to be nearly 9 million (8.9) in 2020 by the Statistik Austria. It has a relatively
low population density of about 98 inhabitants per km? (Eurostat). The Roman Catholic Church has complete
dominance in religion. A large part of Austria is uninhabited, as 2/3 of the country is the Alps. In fact, one in three
Austrians lives in five major cities in the country: Vienna (1 540 000 inhabitants), Graz (240 000 inhabitants),
Linz (205 000 inhabitants), Salzburg (148 000 inhabitants) and Innsbruck (122 000 inhabitants). The official
language is German. The population is 98% German-speaking. The remaining two percent are Slovenian
(Kéarnten), Croatian (in Burgenland), Hungarian, Czech and Slovak national groups and linguistic minorities
(Statistics Austria (2010)). As a federal state Austria consists of nine federal states. The federal capital Vienna is
also one of the nine federal states. Each of the nine federal states is administered by the Federal Government,
headed by the Prime Minister.

Austria is a parliamentary republic and is based on the basic principles of democracy and the division of power.
The Economist Intelligence Unit rated Austria a "full democracy™ in 2019 (The Economist Intelligence Unit
(2019)). The highest representative of the state is the federal president, whose term of office lasts six years. The
two chambers of parliament are the National Council (Nationalrat) and the Federal Council (Bundesrat). They are
the legislatures. The Federal Government is chaired by the Federal Chancellery. The Federal Constitution, the
State Treaty, the Neutrality Act, as well as the Act of Accession to the EU form the constitutional foundations of
the republic. There are five parties in the National Council in 2020 (Austrian Interior Ministry (2019)), two
government parties: The Austrian People's Party (Osterreichische Volkspartei - OVP) and the Austrian Green
Party (Die Griinen Osterreich) and the other parties of the Social Democratic Party of Austria (Osterreichische
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Volkspartei - OVP). Sozialdemokratische Partei Osterreichs - SPO), the Freedom Party of Austria (Freiheitliche
Partei Osterreichs - FPO), as well as New Austria and the Liberal Forum (Das neue Osterreich - NEOS).

Austria is the 4th richest country in the EU. As in most advanced economies, the decisive share in the national
economy is represented by the services sector (70.4%). The share of the manufacturing sector (22.0%) can be
considered above average and stable in the long run. The growth of industrial production increased in 2018 by
8.2% in nominal terms. The structure of the Austrian economy is very modern and diverse. Austria is
characterized by a high proportion of state-owned enterprises. Almost half of the land is used for agriculture. In
terms of raw materials, Austria has lead, brown coal, iron ore, zinc, gas and oil. An important raw material is
wood. There is also a large amount of magnesite in Austria. The most important industrial companies are in the
iron, steel, engineering, chemical and food industries. The electrical engineering and electronics sectors also play
an important role. Tourism is one of the best known and most important sectors of the economy. Foreign trade is
crucial for the country. The share of exports of goods and services in GDP reached 54.5% in 2018. Exports are
widely diversified and therefore less prone to economic crisis. The strong dependence of the Austrian economy on
mutual trade with EU countries is evidenced by the fact that up to 69.91 % of exports and 70.62 % of imports go
to / from EU countries, with Germany, the USA, Italy, France and Switzerland being the most important trading
partners. The country is characterized by close ties to the German economy and strong dependence on bilateral
trade relations with Germany (Eurostat).

On October 26, 1955, the Austrian Parliament passed the law on neutrality. Subsequently, Austria joined the EU
on January 1, 1995. Due to neutrality, this country has been granted an exemption in the EU due to the common
foreign and security policy. Austria is not even a member of NATO. Austria does not record a general
government deficit in 2018, but instead a surplus of 0.1%, which the Austrians managed to do at the national level
for the first time since 1974. The forecast for 2019 speaks of a public finance surplus of 0.4%, in 2020 it should
be up to 0.7%. Compared to 2017, state revenues increased by 8.6 billion EUR, and reached the value of 178.6
billion EUR, which represents an increase of 4.8%. Government expenditures increased only slightly, namely
2.9%, ie 5.3 billion euros, reaching a value of 187.2 billion. euros. The state treasury was also filled thanks to a
high increase in property and income tax revenues - 8.4% compared to 2017, which represented an increase of
approximately 4 billion euros (Eurostat; MFEA SR (2019)).

In the field of employment, Austria is one of the most successful EU member states. With an unemployment rate
of 4.3%, it is well below the EU average. Unemployment has the character of structural unemployment (Christl,
M., Koppl — Turyna, M.; Kucsera, D. (2016)). One of the reasons for low unemployment is the dual education
system (Graf, L. (2016)), which guarantees the industry a supply of skilled labor from apprentices and
industrialists. Another reason is the flexibility of the workforce and the legalization of undeclared work and part-
time work. From January 1, 2013, conditions for entrepreneurs have improved. Compared to 2011, the number of
employees also increased by 35 000 to 3.467 million employees (highest employment since 1945). The
unemployment rate reached 4.9% in 2018, while in 2019 the unemployment rate is expected to fall by 0.3%. In
December 2018, AMS Osterreich (Labor Office) registered a total of 355 637 unemployed, of which 106,693
were long-term unemployed. In February 2019, fewer unemployed were registered than in the last month of 2018,
namely 343 400. Migrants are not expected to have a significant impact on employment (Renger, B. et al. (2017)).
The average hourly price of labor reached 33.96 € in 2018, which means an increase of 2.8% compared to 2017
(Eurostat). In the manufacturing sphere, the average price of labor was 36.87 €, in the provision of services 32.45
€. The highest values were recorded in the financial and insurance sphere - 58.02 €, and also in the energy
industry - 54.53 €. On the contrary, the least financially valued work is in the gastronomy and hotel industry -
18.07 €. In 2018, employers paid 73% of total wage costs and 27% of indirect costs. The highest share of indirect
labor costs was in the sphere of construction, namely 31%.
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Employment and economic growth are inseparable. Gross domestic product reached in 2018 value 386.09 billion
€, which, per capita represents 39 292 € with regard to the standard of purchasing power. Austria's real GDP
growth reached 2.7% in 2018, up from 2. % a year earlier. The inflation rate in Austria reached 2.1% in 2018. The
increase was due to significantly higher prices of fuels and heating oil. The cost of living is relatively high. The
price level is about 5% above the EU average, at the same time higher than in neighboring Germany and Italy
(Eurostat). Austrian industry is the main contributor to economic growth. We can call it a subcontracting industry.
It is concentrated mainly in Vienna, Linz, Salzburg and Innsbruck. Once the state-owned industry was largely
privatized. The most famous are OMV AG and Siemens. The Austrian steel industry increased its production by
10% in 2011 and production is expected to increase in 2012 as well. There are increases in almost all sectors. An
example is the chemical industry, where there is intensive cooperation between the economy and science. This
ensures competitiveness on world markets (MFEA SR (2019)). Services are a major contributor to stability and
economic growth in this country. From the point of view of tourism, Austria is one of the most visited countries in
Europe (Popescu, A. (2017)). Annually, the income from tourism per person represents 1 657 €, which is the 2nd
place in the world. The share of tourism in total GDP is about 6%. As a result of the economic crisis,
accommodation fell by only 20 % in 2010 and turnover fell by 2-3%. However, the situation has been improving
since 2011 (Eurostat). Austria supports international trade and trade without barriers and seeks to create favorable
conditions for foreign investors (Lomachynska, I.; Yakubovskiy, S.; Plets, I. (2019)). Under the Federal Ministry
of the Economy, Family and Youth, a state agency was set up to support the inflow of foreign investment under
the name of the Austrian Business Agency. The main goal of this organization is to support foreign investors in
establishing themselves on the Austrian market. The basic preconditions that are Austria's most important source
of competitive advantage on an international scale are political and social stability, legal certainty and high law
enforcement, a high standard of living and an education system.

2.2 Realities of the economy of the Slovak Republic

The Slovak Republic was established in 1993 by the disintegration of the Czech and Slovak Federal Republic into
an area of 49 035 m2, which in 2019 was inhabited by 5 450 421 inhabitants (Eurostat). The capital of the Slovak
Republic is Bratislava, situated in the southwestern part of Slovakia on the borders with Hungary and Austria.
Slovakia is a democratic state. The Economist Intelligence Unit rated Slovakia a "Flawed democracy" in 2019
(The Economist Intelligence Unit (2019)). State power in it belongs to the citizens. They participate in power
through their elected political representatives elected in democratic elections. Power in the state is divided into 3
independent components: legislative, executive and judicial. The highest representatives of the political system in
the Slovak Republic are the National Council of the Slovak Republic, the Government of the Slovak Republic and
the President of the Slovak Republic (Horvath, P. (2017)). The National Council of the Slovak Republic is the
only constitutional and legislative institute of the Slovak Republic. It is based in Bratislava and has legislative
power. Members of the National Council of the Slovak Republic are elected in general, equal and direct elections
by secret ballot. The number of Members is 150 and their term of office is four years. All citizens over the age of
18 can vote. A citizen of the Slovak Republic can become a deputy from the age of 21. Parliament is headed by a
Prime Minister and Deputy Prime Ministers, Members work in committees. In the political system of the Slovak
Republic, the parliament approves laws, the state budget, and assesses the activities of the government. The head
of the Slovak Republic is the president. The President represents the Slovak Republic externally and internally,
and by his decision-making he ensures the proper functioning of constitutional institutions. The President is
elected by the citizens of the Slovak Republic in direct elections by secret ballot for five years. The Government
of the Slovak Republic is the highest institution of executive power in the political system of the Slovak Republic.
The government is formed after the elections, the winners of the elections form a coalition (alliance), the political
parties, which have a minority representation in parliament, form the opposition. The Prime Minister is appointed
and removed by the President of the Slovak Republic. On the proposal of the Prime Minister, the President of the
Slovak Republic appoints and dismisses other members of the Government and entrusts them with the
management of ministries. The judiciary in the Slovak Republic has two levels. The system of courts in the
Slovak Republic is divided into: general courts and military courts. The system of general courts in the Slovak

457


http://jssidoi.org/jesi/
http://doi.org/10.9770/jesi.2020.8.1(32)

ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES
ISSN 2345-0282 (online) http://jssidoi.org/jesi/

2020 Volume 8 Number 1 (September)
http://doi.org/10.9770/jesi.2020.8.1(32)

Republic consists of the Supreme Court of the Slovak Republic, regional courts and district courts. The
Constitutional Court with its seat in KoSice City has an independent legal status and does not belong to the system
of general courts. Military courts decide on criminal cases involving members of the military. Citizens of the
Slovak Republic can appeal to the European Court of Human Rights, based in Strasbourg, France. Slovakia is a
full member of the European Union, NATO, OECD and the Schengen area. Slovakia adopted the euro on January
1, 2009 and thus became the 16th member state of the euro area because it met all the required Maastricht criteria.
Despite the global economic crisis, which caused a decline in GDP, Slovakia maintains a very good position in
GDP growth among EU countries. The threat of future development is mainly fast aging of population, low
natality and changes in the structure of the economy and employment (Urbanikova, M.; Stubiiova, M. (2018)).

The Slovak Republic consists of 8 self-governing regions, whose administration is independent of the central state
power, and 79 districts (Papcunova, V.; Urbanikova, M.; Korenkova, M. (2016), Papcunova, V., Hudakova, J.,
Beresecka, J. (2018)). The largest regions in terms of population are the KoSice and PreSov self-governing
regions, the population density of the Bratislava self-governing region stands out (294 inhabitants per km?). The
level of development of regions within the Slovak Republic, determined for example by the quality of road
infrastructure (especially motorways and roads for motor vehicles), the inflow of foreign investment and the
related level of wages and unemployment rate of the population, still varies considerably. In general, the regions
in the west (Bratislava, Trnava self-governing region) are more developed than the central (Banska Bystrica self-
governing region) or eastern (PreSov, KoSice self-governing region) regions of Slovakia. The highest
unemployment and the corresponding lowest wages are recorded in the PreSov and Banska Bystrica regions, in
the Bratislava and Trnava self-governing regions the situation is exactly the opposite (Levicky, M. et al. (2019);
Maro§, M.; Rybansky, L. (2016)). The government is trying to implement tools that would reduce existing
regional disparities (Dusek, J. (2017)).

In connection with the more developed infrastructure and proximity of trans-European transport networks, several
foreign investors in the Slovak Republic preferred the west of the country. In the Zilina, Trnava and Bratislava
regions, automotive clusters around KIA (Zilina City), PSA Peugeot (Trnava City) and Volkswagen (Bratislava
City) were naturally established, while in the Trnava City and Nitra City regions an electrical cluster was formed
around Samsung (Galanta City, Voderady City), Foxconn (Nitra City), supplemented by AU Optronics (Tren¢in
City). Steel production has a tradition in the KoSice self-governing region, where the company U.S. Steel KoSice,
chemical production in the PreSov region (Humenné City) and Trencin region (Puchov City) self-governing
regions, while the wood processing industry is concentrated mainly in the central part of the country (Banska
Bystrica self-governing region). Despite the fact that the country has potential in the field of tourism development
(Beresecka, J. (2013)), this sector is not sufficiently established. Tourism began to play an important role as a tool
of development regarding cross-border cooperations after the change of the regime. A more efficient cooperation
is needed to employ the potentials in tourism-related development of environmental endowments as well as the
significant improvement in standards of other factors (Bujdoso, Z. et al. (2015)). There are several industries in
Slovakia with a long tradition, such as engineering, chemical, electrical, woodworking and food industries.
Industry is currently undergoing a phase of rapid growth, not least due to a significant inflow of foreign investors
(Fabus, M.; Csabay, M. (2018)). Slovakia is currently becoming one of the world leaders in the automotive
industry. The established Volkswagen factory in Bratislava City was joined by car manufacturers PSA in Trnava
City, KIA Motors in Zilina City and Jaguar / Land-Rover in Nitra City. In the future, however, Slovakia would
like to focus more on supporting production and services with a higher rate of added value, which is also related
to the issue of economic security (Kelisek, A.; Klucka, J.; Ondrusek, M.; Strelcova, S. (2011)). One of Slovakia's
strategic steps in supporting foreign investment is also significant investment support and the presentation of the
domestic Slovak research and development environment. Research and development are among the key features
of developed countries, the growth of the country's economic level, sustainable development and the promotion of
a knowledge-based society and an innovation-based economy. Modern technologies, support for innovation,
innovative business, creativity, education, building research and development centers, laboratories and test rooms
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are currently the most important areas for the progress of the whole country (Klement, L. (2017); Fila, M.;
Kucera, J. (2016)). Slovakia is a country with a competitive technical background and a long tradition of
industrial research and development. Slovakia has active research and development staff participating in top
domestic and international projects. Slovakia has an accessible engineering and scientific base, it has built a
Research & Development (R&D) network consisting of industrial research and development organizations,
scientific research institutes at technical and natural sciences, research institutes of the Slovak Academy of
Sciences. This R&D base is also well connected with other interested institutions such as industry associations,
unions, clusters, research, development and innovation support agencies, business innovation centers and
incubators, science and technology parks, but also software development companies. Several foreign companies
have already been convinced of the skills of Slovak researchers, developers and engineers (Urbanikova, M.
(2017)), which have set up their R&D centers in Slovakia, such as: Johnson Controls, ON Semiconductor, Leoni,
BSH, ThermoSolar, Sauer Danfoss, Krauss Maffei, Ness, Siemens, Alcatel-Lucent, Miihlbauer, Continental
Automotive Systems, Elastogran and others.

3. Methodology

In the case study, we deal with the achieved successes of international cooperation between Austria and Slovakia
and identify open issues in bilateral relations between Slovakia and Austria, as well as outline trends in the
coming period. The ambition of the study is also to highlight areas that can be considered key for bilateral
cooperation. International cooperation is a very broad issue for which general and specific scientific methods can
be used. Given the type of study, we chose to use selected general scientific methods, which we adapted to the
specifics of examining economic relations between countries. We subjected the realities of countries and selected
economic and social indicators of countries to a comparative analysis, in which we examined the similarities and
differences in selected indicators. We used causal analysis to identify the causal relationships of selected
indicators. In several cases, we examined the composition of the selected system, which was represented by a
specific economic indicator, through a structural analysis. The sources of secondary data that we used in the case
study were mainly publicly available data databases. The databases are accessible on the websites of the
institutions of both countries. In particular, we used data from the Statistical Office of the Slovak Republic and
the Republic of Austria, the National Bank of Slovakia, the Austrian National Bank, the Ministry of Economy of
the Slovak Republic, the Ministry of the Interior of the Republic of Austria, and finally the Eurostat database.
Important information was obtained from internal materials of the Slovak Investment and Trade Development
Agency.

4. Economic relations between Slovakia and Austria

4.1 Development of foreign trade between Slovakia and Austria

Based on data from the Ministry of Economy of the Slovak Republic, the Statistical Office of the Slovak
Republic, the Embassy of the Slovak Republic in Austria, data from the Slovak Chamber of Commerce and
Industry and the Austrian Embassy in Bratislava, it can be seen that Slovakia 's foreign trade has been developing
positively since 1993. With the exception of 2009, which was marked by the impact of the economic crisis,
foreign trade was growing. Trade between countries is growing every year, and as a result, in 2019, Austria
ranked fourth in the ranking of the largest Slovak trade suppliers. In terms of per capita, the Slovak Republic has
the second highest trade turnover with Austria. On the part of Austria, the Slovak Republic is Austria's eleventh
most important trading partner.

As part of the development of foreign trade, in addition to individual indicators, different data from Slovak and

Austrian statistical sources will also be interesting. For completeness, we present the statistics of the Ministry of
Economy of the Slovak Republic, as well as the Statistical Office of Austria (see table 1 and table 2).
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Table 1. Data on foreign trade of Slovakia

Category r#gz;tsj:e 2015 | 2016 | 2017 | 2018 | 2019
Imports of goods from Austria mil. € 1620|1953 | 20415 | 23485 | 2533.6
Share in total imports of the SR % 25 2.9 2.8 3.04 3.2
Export of goods to Austria mil. € 3863|4010 | 4478.8 | 4540.2 | 4496.7
Share in total exports of the SR % 5.7 5.7 6.0 5.69 5.6
Foreign trade balance mil. € 224312057 | 24373 | 2191.7 | 1963.1
Source: Ministry of Economy of the Slovak Republic
Table 2. Data on foreign trade of Austria
Category r#g;;g:e 2015 | 2016 | 2017 | 2018 | 2019
Imports of goods from Slovakia mil. € 2964 | 2946 | 2940 | 3498 3282
Share in total imports of Austria % 2.2 2.2 2.1 2.24 2.08
Export of goods to Slovakia mil. € 2715 | 2808 | 3010 | 3185 3191
Share in total exports of Austria % 21 21 2.0 2.12 2.08
Foreign trade balance mil. € -249 | -138 -70 -313 -91

Source: Statistical Office of Austria

The largest increase in exports was recorded in the Slovak Republic in 2018 to China, at 52.8 % compared to the
previous period. However, there was also a significant increase towards the Austrian economy - at the level of
20.9%, while imports from Austria increased by 4.4%, which results in a growing positive balance of foreign

trade of the Slovak Republic and Austria (table 3, figure 1 and figure 2).

Table 3. Overview of mutual trade between the Slovak Republic and Austria in mil. €

Category | 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Export 2350 | 3271 3956 4100 (39772 3965 | 3863 | 4010 | 4478.8 | 4540.2 | 4496.7
Import 1 006 1193 1245 1363 | 15353 | 1530 1620 1953 | 20415 | 23485 | 2533.6

Turnover | 3356 | 4464 5201 5463 | 55124 | 5495 | 5483 5963 | 6520.3 | 6888.7 | 7030.3

Balance | 1344 | 2078 2711 2737 | 24419 | 2436 2243 2057 | 2437312191.7]1963.1

Source: Ministry of Economy of the Slovak Republic

460



http://jssidoi.org/jesi/
http://doi.org/10.9770/jesi.2020.8.1(32)

ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES
ISSN 2345-0282 (online) http://jssidoi.org/jesi/

2020 Volume 8 Number 1 (September)
http://doi.org/10.9770/jesi.2020.8.1(32)

40%
35%
30%
25%
20%
15%

10%

0%
vehicles and processed fuels raw materials others
devices products

Figure 1. The most imported goods from Austria to Slovakia in 2019 (percentage share)

Source: Statistical Office of Austria

50%
45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

vehicles and processed products of the fuels others
devices products chemical
industry

Figure 2. The most imported goods from Slovakia to Austria in 2019 (percentage share)

Source: Statistical Office of Austria

4.2 Foreign direct investment between countries

Austria is an important and large foreign investor, especially in Germany (24.8 billion €), the Netherlands (17.6
billion €) and the Czech Republic (10.6 billion €). It is one of the main investors in the countries of Central and
Eastern Europe. Although these investments are undergoing changes as a result of political and economic
developments (Ukrainian-Russian conflict, domestic political developments in Hungary, problems in the Western
Balkans, etc.), Austria's position as a gateway to Central and Eastern Europe remains. A substantial part of
Austrian foreign direct investment goes to financial and insurance services. In subsidiaries of Austrian companies
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abroad work 785 thousand employees. Austrian countries are among the most important employers in countries
such as Romania, Slovenia, Croatia, Bosnia and Herzegovina and Serbia (table 3).

Table 3. Values of Austrian foreign direct investment

Category unit of 2015 2016 2017 2018 2019°
measure
Value of Ausiria 's foreign mil. € 188,509 186,891 194,031 202,973 n/a
direct investment abroad
Value of foreign direct
investment from abroad to mil. € 146,706 142,920 163,536 176,333 n/a
Austria

* data unavailable

Source: Austrian National Bank

Austria is the second largest investor in the Slovak Republic (after the Netherlands), with a share of foreign direct
investment in the Slovak Republic of 16 %. Austrian companies employ 44 500 employees in their subsidiaries
and branches in the Slovak Republic. According to the data of the Austrian National Bank, in 2016 the value of
Austrian foreign direct investment in the Slovak Republic was 5 856 billion €. The National Bank of Slovakia will
register € 6.64 billion in foreign direct investment from Austria by 2016. Austrian companies in Slovakia are not
among the largest (except for banks, which are in the 1st and 3rd place), they are rather small and medium-sized
companies, but there are more than 2000 in Slovakia and they use their lead in the field of know-how. The Slovak
government is constantly implementing measures to improve the business environment. Also, conditions for
business of a state have an influence on its attractiveness for potential foreign investments (Fabus, M. (2017)).

Table 4. Values of Slovakian foreign direct investment

Category unit of 2015 2016 2017 2018 2019*
measure
Value of Slovakia s foreign |\ o qe | 2261572 | 2496000 | 43827038 | 4004940 n/a
direct investment abroad
Value of foreign direct
investment from abroad to thousand € | 42 265453 | 45150265 | 49619706 | 51042587 n/a
Slovakia

* data unavailable

Source: National Bank of Slovakia

In comparison, the Slovak foreign direct investment in Austria in the amount of 151 mil. € much smaller (table 4).
These are mainly small and medium-sized business, technological, construction, construction-supply, engineering
and metalworking companies and companies in the field of IT, tourism and social services. The latest closed
investment projects in 2018 show us how Austrian companies are establishing themselves in Slovakia (Table 5).
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Table 5. Overview of successfully completed investment projects of the SARIO agency in 2018

New
. . o Amount of Number . Investment
Investor's investition/ - - Description of -
Company name - investment of jobs Sector L location
home country Expansion S q activities ity of
(N/E) inmil. € create (City of SR)
J-Technics Belgium N 1.00 10 Er}glneerlng Production of gates Rimavska
industry and fences Sobota
SPC Engineering Production of carbon
Technologies Switzerland N 1.50 40 - - - Vlkanova
AG industry fiber parts for bicycles
Kamepér§tvo Slovakia E 260 25 Stone:‘ Production of stone lena)/ské
Ulicky processing plate Zaluzany
ZF Slovakia Germany N 0 (no_new 250 Agtomoblle Produ_c@lon of Detva
machines) industry stabilizers
SAM Germany N 50.00 800 Agtomoblle Proquctlon of Velky Krtis
Automotive industry aluminum parts
Dongil Rubber Automobile . Povazska
Belt South Korea E 19.17 150 industry Production of seals Bystrica
Intercable Italy N 10.00 255 Agtomobne Production qf high- Krivan
industry voltage equipment
Electro Production of
Optotune Switzerland N 0.52 150 technical optoelectronic Trnava
industry components
Continental . .
Automotive Germany E 47.50 150 A;thgzr:t)rblle Produgtlsotr;rgz brake Zvolen
Systems y Y
Mubea Nemecko N 51.00 504 Automobile | Production of chassis | ¢ ;o i
industry parts
Oerlikon Liechtenstein E 10.00 100 Metallurgy Surface treatment of Velka Ida
Balzers metals and plastics
Lande( l_Jnlted N 250 118 Agtomoblle Production of fuel Galanta
Automotive Kingdom industry systems
Czech Wood Production of food (s
Smartwood Republic N 5.00 50 processing packaging Strazske
De Heus Netherlands N 6.00 40 Mapufacturmg Feed production Kend}ce P-
industry Presove
Forlit Czech_ N 8.70 136 paper industry Production of paper Filakovo
Republic panels
Kistler Switzerland 0.20 100 informatics Software development Zilina
Pulsar Expo Czech_ N 700 290 Agtomoblle Production of Horné Stie
Republic industry transport parts
Karloff Slovakia E 2.10 25 Food industry Production of Kezmarok
decorative bottles
Diebold . . ”
- Germany E 5.00 80 Informatics IT infrastructure Kosice
Nixdorf
Pankl_ Austria E 12.00 120 Aytomoblle Prodl_Jctlon of Topolcany
Automotive industry propulsion systems
- Automobile Production of parts of ;
Adient USA E 3.50 105 industry seats Lucenec
EMI-Sabinov Slovakia N 0.70 13 Textile industry Producltihzr;]of bed Sabinov
MEMOLAK Slovakia N 0.60 10 Metallurgy | SUrface treaimentol |y genee
. Production of
Brose Prievidza Germany E 57.40 350 Aytomoblle mechatronic Prievidza
industry
components
Neuman . Metal processing for y .
Aluminium Austria E 11.50 215 Metallurgy motor vehicles Zarnovica
Klauke Germany E 2.00 150 Electro industry Production of Gelnica
connectors

Source: Slovak Investment and Trade Development Agency, Annual Report 2018

463



http://jssidoi.org/jesi/
http://doi.org/10.9770/jesi.2020.8.1(32)

ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES
ISSN 2345-0282 (online) http://jssidoi.org/jesi/

2020 Volume 8 Number 1 (September)
http://doi.org/10.9770/jesi.2020.8.1(32)

4.3 Field of research and development

Innovative activities in support of the business environment, not only in technology, research and development,
are generally the driving force behind economic development. The scientific and technical environment is made
up of for-profit and non-profit institutions that deal with scientific research, development of new materials,
methods and products.

Developments in Austria over the last 10 years have been characterized by stagnation to a slight decrease in
energy consumption, a structural shift away from petroleum and coal, and an increase in the share of renewable
energy sources. In 2017, up to 72% of total electricity consumption in Austria was produced from renewable
energy sources. The production of district heating from renewable energy sources increased by about 3%, with
about 4 8% of the district heating used being produced from renewable energy sources. Austria's foreign
dependence increased by 2 percentage points to 64 % compared to the previous year. This increase is mainly due
to the foreign trade flow of natural gas. Austria has only low reserves of fossil fuels, which in turn offsets the high
level of use of renewable energy sources. In terms of final consumption, transport, industrial production and
energy consume the most energy from domestic and imported petroleum, gas and coal. Hydro and wind power
plants produce electricity for the economy and households, biomass and solar energy, together with natural gas,
oil and coal, are used to produce heat. It is assumed a high potential for renewable electricity expansion in
combination with low financial prosperity is most likely to lead to a successful expansion of renewable electricity
production from wind and photovoltaics (Wurster, S.; & Hagemann, C. (2019)). Austria is committed to meeting
international climate and energy goals. The main goal of the Federal Government's climate and energy policy
(Mission 2030), approved in May 2018, is to reduce greenhouse gas emissions by 36% by 2030 compared to
2005. For this reason, the federal government has taken an important decision to develop an integrated climate
strategy and energy to adopt a consistent path of decarbonisation by 2050. Maintaining a high level of energy
security and becoming less dependent on energy imports is a top priority in the transformation of the energy
system. The share of renewable energies in Austria is currently around 33.5%. The share of electricity production
from renewable energy sources reached 72% (in the EU on average 28%). The Austrian government has set a
target to cover 100% of electricity consumption from renewable energy sources by 2030. The government puts
more emphasis on transport in the Strategy. In freight transport, it will be a transfer to the railways; in road
transport, it will promote low and zero emission vehicles. Alternative propulsion systems and fuels based on
renewable energy sources will benefit. However, significant changes in the structure of buildings and in means of
transportation are necessary, as well as the implementation of the Smart cities concept (Hummel, M.;
Windsperger, A. (2009), Strielkowski, W. et al. (2020), Tvaronavi¢iené, M. (2018)).

Austrian expenditure on science, research and innovation in 2017 represented 3.16% of GDP. According to the
European Commission, the country is in second place in terms of research intensity. The competence of
supporting science, research and innovation in Austria is shared by the Federal Ministry of Transport, Innovation
and Technology and the Federal Ministry of Education, Science and Research. The advisory institutions are the
Research and Technological Development Council and the Austrian Scientific Council.Publicly subsidized,
autonomous funds have been set up to support research and technology. The central institution supporting
technology research and innovation in the field of applied research is the Austrian company to support 100%
state-owned research. The Fund for the Support of Scientific Research is an independent central institution for the
support of basic research in Austria. Private funding is provided through Grunderfond and Business Angels, as
well as through individual initiatives. The platform www.forschungsatlas.at provides an overview of specific
scientific research institutions and projects. According to the Austrian Statistical Office, R&D intensity increased
to 3.19% (12.3 billion €) in 2018. In 2018, the government sector financed research and development in the
amount of 4.2 billion €, which is 4.3% more than in 2017. Almost 3.56 billion € was spent from the federal
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government. Approximately 526 mil. € comes from regional governments. Other public institutions contributed
approx. 117 mil. €. Funding from the private non-profit sector is at the level of 71 mil. €.

The share of gross expenditure on research and development in GDP in Slovakia is very low compared to the EU.
Compared to other EU countries, Slovakia is one of the worst ranked countries. In 2015, there was an increase in
expenditure on research and science, due to the exhaustion of structural funds. Subsequently, it also had an impact
on the increase in the number of persons employed in 2016. Since 2015, the share of expenditures has decreased,
but even so, the number of science and research employees has been growing. In 2018, the largest humber of
employees in the research and development sector is recorded so far (Stachova, K. et al. (2018)). Most employees
in research and development in Slovakia worked in the university sector (47.6%), followed by the business sector
(29.7%) and the government sector (22.2%). In the field of sciences, most employees work in technical sciences
(43.9%), natural sciences (17.1%) and social sciences (14.9%). In the last 4 years, there has also been a large
increase in the number of employees in the business sector (Statistical Office of Slovak Republic). Figure 3 shows
the evolution of the structure of R&D expenditure. In 2017, the share of business resources represented 49% of
the total expenditure structure (figure 3).

100% 39 39 4% 204 1%
90% 11% 14%

18%
80%

39%

70%
60%
50%
40%
30%
20%
10%

0%
2013 2014 2015 2016 2017

B government sector M business sector business sector others
Figure 3. Development of the structure of expenditure on research and development by source of funding

Source: Statistical Office of the Slovak Republic

The Ministry of Economy of the Slovak Republic acts as a guarantor and coordinator of many activities (Sidak,
M. et al. (2020)). Within the Ministry of Economy of the Slovak Republic, important programs to support
enterprises include the Operational Program Research and Innovation and the Agency for Support of Research
and Development. The business sector has long the largest share in research and development expenditures. In the
field of scientific disciplines, the government sector mostly supports technical sciences (58.77%), which also have
the most employed researchers. This is followed by natural sciences with a share of 19.86%, followed by social
sciences, humanities, medicine and pharmaceutical sciences. Agricultural sciences receive the least support funds
(Report on provided state aid in the Slovak Republic for 2018). The most serious problem in Slovakia in the field
of technology and innovation is the low level of investment in science, research and innovation. Compared to the
EU average, Slovakia is one of the lowest countries in the EU. The share of R&D expenditure in 2018 was 0.88%
of GDP, while the EU average was 2.12%. Slovakia has implemented the largest share in the field of research and
development in the business sector. The business sector accounted for almost 50.4%, but is still below the EU
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average (60%). Support should be increased in the private sector, with an emphasis on micro-enterprises, which
need the most support. Financial support for research and development from the EU structural and investment
funds represents a great opportunity for Slovakia.

Conclusion

The economic policies of many countries, including Slovakia, favor active investor support through investment
incentives. Although international agreements do not, in principle, allow discrimination against foreign or
domestic investors, differences in treatment often result from set criteria that an investor must meet in order to
obtain these incentives. In the Slovak Republic, small and medium-sized enterprises predominate, and they often
cannot meet the criterion of a minimum volume of investment, so it is most often foreign investors who benefit
from investment incentives. Based on the results, we can say that the possibilities of economic cooperation
between Austria and Slovakia are far from exhausted. Joint projects in the field of transport and energy
infrastructure, energy security and diversification of energy sources are several examples where cooperation lasts
for several years and has a perspective for the future. The increase in cooperation is in the field of foreign trade, in
the field of foreign investment, but also in the growing level of services, including the increase in cooperation in
the field of tourism. Since its inception, Slovakia has become an important trading partner of Austria, with trade
with Austria catching up with trade. Slovakia with traditional partners - with neighbors (Poland, Hungary).
Strategic interconnection at the core of the euro area together with a peripheral geographical position Austria and
Slovakia in the east of the EU create preconditions for a new intensity of bilateral dialogue between the two
countries on key issues of European integration. In the context of resolving the debt crisis, both countries were
included among the so-called countries of the north, which in the first years of debt crisis, an emphasis on
accountability and fiscal stability. Unlike Austria and Slovakia the surrounding lands experienced significant
fluctuations in national currencies during this period. At the same time, both countries are in the position of
countries that have the potential to build bridges of cooperation and dialogue with countries seeking membership
of the euro area, with a special interest in Slovakia is to maintain the highest possible degree of political and
economic cohesion between members of the euro area and other EU countries, in particular neighboring Visegrad
countries. There is real potential for strategic dialogue and a closer partnership between Austria and Slovakia, in
particular as regards the functioning of the euro area, EU enlargement in the Western Balkans and deepening
relations with its eastern neighbors EU (Ben¢, V. et al. (2013); Slovak Investment and Trade Developmen
(2018)).
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