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Abstract
This research paper examines the inflow of foreign direct investments in Slovakia and the impact of thereof on development of the country, with an effort to asses this impact beyond the pure economic development and growth of GDP. It attempts to identify main factors and key actors that enabled and facilitated the process of liberalization of Slovak economy in the decisive period of the economic transition in the end of 1990s and that further foster the increasing efforts of competition for FDI.
With a special focus on automotive industry, this paper analyses strategies and economic policies of Slovak government adopted in order to attract foreign investors and win investments in the Central European region and the impact of the implementation of these strategies and policies on human development.
The paper also attempts to understand, how the competition for foreign capital reshapes social, economic and political relations within the country, between the state, citizens and investing corporations and what effect this transformation of relations has on the living and working conditions in Slovakia.
Foreign direct investments have been promoted as a grand tool for development and job creation. They have also been denoted as an instrument increasing dependency of the country and promoting race to the bottom in wages and working conditions. To assess clearly their impact on development becomes thorny due to the ongoing discussions on the notion of development: development in terms of economic growth and development where the choices and opportunities of people lay in the centre of concern. The competition for foreign direct investments in the region significantly reshapes values and norms determining life in Slovakia. It also redefines the dynamics of social relations, the bargaining power of the involved social groups in particular, with radical consequences for the essential preconditions for human development.
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1. Introduction
1.1. Slovakia and Foreign Direct Investments

“Slovakia’s once troubled economy has been transformed in the last eight years into a business friendly market-model that led the region with GDP growth of 8.9 percent in 2007. Comprehensive structural reforms adopted by the Slovak government led the World Bank to name the country the world’s top reformer in improving the investment climate … Slovakia’s relatively low-cost yet skilled labour force, low taxes, liberal labour code and favourable geographic location have helped it become one of Europe’s favourite investment markets. …described ... as the” Detroit of the East “... the world's next Hong Kong or Ireland. The election of the left-leaning … party in 2006 has slowed reform momentum and led to some less business-friendly changes in labour, pension and social insurance legislation.”

“.. Program Statement of the Slovak government supports conflation of economic growth and economic efficiency with the growth of employment, social cohesion and elevation of the life quality for everybody. It has to be economic growth ... which will serve the interests of people.”

“.. Besides, activities performed by people without trading with each other such as parents' care for their children … are completely ignored by and not in any way reflected in GDP. ... A decision of a mother taking care of her child to put a child into a private nursery and get employed would have beneficial impact on our officially measured living standard. How then can reckless mothers in this ignorant way pray on our society?”

In the last century a state, particularly in Europe after the WWII, was devoted to public provision of education, health and social services to its citizens and progressive taxation systems were put in place to achieve redistribution of income necessary for building welfare society. Central European region has created welfare societies by following policies of central planned economy, and after the breakdown of the communist regime, CE countries had a chance to choose their own path of development. After a short time of domestic-oriented economy at the beginning of 1990s, all CE countries joined - to the various extents - liberalization and privatization trends according to the neoliberal development model promoted by international financial institutions.

Slovakia was not different. Shortly after disintegration of Czechoslovakia in 1993, Slovakia used its newly gained independence to economy opening, deregulation policies, foreign investment increase, expansion of private sector and market liberalization according to neoliberal model. Membership in main international organizations,
 the inflow of new foreign investments, innovative technology and regulations accelerated economic growth in the country and the international praise followed.

Central Europe became a region more interesting for transnational corporations and foreign investors after countries reached a relative political stability in 1990s. CE countries discovered the advantage of cash inflow and other benefits of FDI and soon the impacts of international trade on country's economy were discussed in parliament, media and academic institutions, stressing either that countries should liberalize and actively pursue FDI immediately because they increase economic growth and economic growth is good for the underprivileged segments of population; or, that FDI are harmful, taking advantage of the local people if a country opens up without a proper protection for core sectors such as financial, agriculture, energy and important industries. Domestic economic growth needs to come first; liberalization should be careful and slow. The political discourse went on and on.
In the late 1990s, Slovakia had only one-sixth of cumulative FDI per capita of the one of Hungary or Czech Republic; by the end of the 2006, Slovakia’s per capita FDI was the highest among its neighbouring countries.
 Based on its share in global FDI inflows and GDP, Slovakia ranked 67th on UNCTAD performance index and 6th in Europe in terms of job creation,
 with 13,527 jobs created by foreign investors. This “success” led to increased efforts of government to secure proper business and investment climate that would delight and attract more investors. Soon the importance of commercial affairs dominated over social affairs, but with the rhetoric of the necessity of thereof for the improvement of the everyday social and living conditions of citizens. Both academic and political discussions attempt to resolve, whether a country benefits from spending its substantial resources on attracting FDI or not. As often argued, most foreign invested projects produce positive externalities and spillovers. To measure precisely such effects has proved to be difficult, though, and their universality has been criticized, since starting conditions of hosting countries differ due to differences in local human resources, structure of private sector, in trade and investment policies and many other local singularities.

A classic understanding of a modern nation state includes its sovereign power to determine, control and enforce economic life of the country and determine economic as well as human development within its own borders. A state's strategy to development depends on many factors but it starts with its conception of what real development is and how to achieve it. In order to create such conception, state needs to understand and deal with the process of ongoing transformation of international economic and political power relations. Development as advocated by the UNDP emphasizes that it should expand capabilities, choices and quality of life of all people; development as promoted by IMF and the World Bank centers on liberalization, privatization and modernization policies, which will bring about economic growth, here equal with the development. A relevant question to explore is the question of relations shaping and influenced by the development strategy of a country. Based on the conception of the state as a social contract between government and its citizens, state authorities represent people, in which best interest they are elected to serve. A state is also the party of international and bilateral agreements, including investment agreements, which makes it the main holder of obligations protecting foreign investors and their investments under those agreements. Therefore state has often an ambivalent relationship towards its own population: its subordination to investors and private corporations
 makes it vulnerable to simply become, as claimed by reductionists, a tool in hands of capital.
The purpose of the chase for economic growth is to achieve better life of people in the country, in all aspects: material and non-material. But what does better life really mean? What have been the effect of FDI boom and the growth of foreign share in Slovak economy on the country? Has this better life been achieved? What have been the actual effects of FDI promoting economic policy on Slovak people, their social and working conditions? This master thesis focuses on neoliberal competition state as a development strategy of Slovak government pursuing development. It discusses the evolution of current development strategy, main actors that assisted with its formation and the results of its application noted in Slovak society. The paper also attempts to analyze motivations, drives and general implications of FDI attracting policies as well as the dynamics of the involved social relations undergoing transformation in the process of the application of those policies: relations between Slovak citizens, government authorities and foreign investors. The main objective of this work is a deeper understanding of Slovak national development policy, its influence on the living standard in the country and the importance of its adoption in the context of the current world order.

1.2. Problem Formulation

This report analyses neoliberal model of a competition state as a chosen national development strategy of Slovakia. It attempts to examine some of internal (historical, economic and political) as well as external factors acting as proponents of liberalization of Slovak economy, its openness to and the active pursuit of FDI. The paper also explores transformation of social, economic and political relations involved in the creation and process of adoption of neoliberal economic policy and its correlation with the national development. Thus, it seeks to answer the following research question:

Is competition state a human development-promoting strategy for Slovakia – why or why not?
The problem formulation opens up for following preliminary questions:

a. Why has Slovakia adopted a competition state as its development strategy?

b. What internal and external factors encouraged the implementation of this strategy?

c. What positive and negative effects of competing for foreign investors may be observed in the economic, social and political sphere of Slovakia?
2. Research Design

2.1. A Case Study

This research paper presents a case study of FDI attracting policies implemented in Slovakia since the end of 1990s. Special emphasis is put on relations of Slovak government with foreign investors in automotive industry. Namely, the report employs narratives depicting negotiations and process of successfully implemented investment projects of WV Volkswagen (Germany), KIA Motors Corporation and Hyundai Mobis (South Korea), PSA Peugeot Citroen (France) and Getrag Ford (Germany), and unrealized investment project of BMW (Germany). The automotive industry has a major share in FDI in Slovakia and it was considered by the Slovak government as a strategic sector, receiving the highest amount of the state investment aid (82, 6 % of the total amount distributed in 2001-2007),
 therefore it was prioritized in this study. The paper utilizes official reports of Slovak authorities as well as international organizations (UNDP, UNCTAD, World Bank, IMF, EU, WEF), dealing with the issues of FDI, economic, social and political trends in Slovakia, regional development and the position of Slovakia on the global market. Other sources for analysis were the legal acts and regulations of the Slovak Republic passed in the period under observation in order to attract foreign investors as well as the agreements and memorandum of understandings between Slovakia and various international organizations (World Bank, IMF, and EU). Finally, the report employs data and information contained in relevant reports and studies of the Slovak civil society concerning the economic growth, development, investments and automotive industry, in order to gain the objective understanding of the researched subject. These materials were carefully read and analyzed.

2.2. Data Collection Methods

The research project uses the original qualitative primary and secondary data, statistics and information that have been collected in academic articles, annual and specialized reports, analyses, publications, reviews, internet websites and interactive databases. Following are the criteria for the assessment of desk-reviewed material: economic and human development reports, with priority given to FDI and automotive industry, equality, democracy and labour issues. Additional data have been drawn from Slovak newspapers and media reports, observation of local life and civil society web forums. The main criterion in the latter was to look at as many and as various sources as possible in order to gain as broad a perspective and as complex a picture as possible. Since population’s views on development and government strategies to achieve it differ significantly depending on their (un)sympathies with particular politician or government and on their own interest, listening to a broad range of voices with different age, educational background and profession was important.

2.3. Limitations and Delimitations

The report focuses on getting the perspective rather than on thorough detailed discussion of the benefits of every foreign investor and its investment project. The main limit of the research was the ideological bias in-built to most official reports and data explanation, which present data in the light supporting the main argument of the official ideology of the publisher. Government documents focus on presenting positive effects of the adopted economic and development policies and do not endeavour to conduct further research on their real impact in the society. Most websites of the authorities were rather biased and populist. Where research has shown discrepancies between the applied solution to the development challenges and its results, it has rarely been critically interpreted, let alone the possibility of its inefficiency admitted.

Getting more detailed data on bilateral investment agreements with foreign investors was difficult due to the low level of transparency in this area. The content of these documents was classified as a trade secret, which prevents it from publishing. Investment agreements are a politically sensitive and controversial subject in Slovakia.

The report does not include EU economic and development policy into analysis as a special factor but acknowledges that the Slovak membership in EU and euro zone significantly reduces its economic sovereignty with a dubious impact on its development.

2.4. Structure of the Report

The project is split up into various parts. The first section introduces the subject of the thesis, which is the openness of Slovakia to FDI, the readiness of competition for foreign investors and the impact of this development strategy on various aspects of life in the country. Afterwards, it presents the problem formulation and related preliminary questions. The second section represents methodological considerations of the research design. The third section introduces relevant definitions and employed indicators. It also offers conceptualization of the transformation observed in relations of capital and state, capital and labour, and state with regards to its own citizens in a changing world order. Section four provides theoretical frame consisting of mainstream and critical approach, each of them presenting development economics theories, which are employed in the analysis. These theories provide theoretical knowledge and conceptual tools for the analytical part; they were chosen due to their relevance for the discussion of FDI as a driver of development, a short discourse of which is included in this section. The fifth section of this research paper unveils political, economic and social evolution of Slovakia after 1993, including general characterization of received FDI inflows. It discusses the shaping of competition state as a national development strategy of Slovakia and the main internal and external elements that influenced its formation. This chapter analyzes a broad scale of social and economic indicators decisive for human life quality, such as unemployment rate and situation on the labour market, income, gender and regional inequalities, issue of transparency and democratic processes, state of health care, etc. Where available, indicators are analyzed and presented for particular regions of Slovakia or for particular social groups. Included is an interdisciplinary analysis of structural reforms and FDI attracting policies adopted in Slovakia. Analyzed reforms and policies were chosen due to their heavy significance on the dynamics of relations between Slovak government, citizens and foreign investors. A part of this section is devoted to analytical assessment of the process of competing for and implementing investment projects in automotive industry. It does not provide general analysis of FDI costs and benefits, but analysis of observed implications for human development.

The project covers interrelation between economic growth, its documented results in economy and society and the viability of basic preconditions for human development. Collected data are discussed and analyzed in the light of introduced theoretical and conceptual tools. The thesis tries to go beyond the mainstream studies of FDI impacts on economic growth; instead, it looks at the impacts of the structural changes in relations intertwined with the competition for FDI on employment, regional development, labour and welfare policies, livelihood in Slovakia and the transformation of the state as such. Finally, the project draws conclusions on the topic, examining the core concepts and our observations in the analytical part of the project to give an answer on the main question posed in the problem formulation.

3. Conceptual Framework

3.1. Presentation of Relevant Definitions

3.1.1. The Notion of Development

The concept of development has been for a long time connected with economic growth, produced by modernization, industrialization and technological advancement of a country. To measure development as economic growth, GDP has been used and institutionalized by IFI, based on the notion that wealth accumulation equals development, and that it is achieved by mass production and consistent consumption, which are the tools as well as the evidences of development.
 According to the modernization perspective on development, this process is spontaneous in every country and irreversible, once the right preconditions for it are started. Its positive stimulation is secured by external competition, therefore active participation of a country in global competition and utmost pursue of production and consumption is recommended, or rather, unavoidable. Critics point out that this approach ignores structural causes of underdevelopment and inequality because it provides justification for the asymmetry in power relations between modern and traditional societies and legitimizes interventions of IFI into economic, political and social life of the latter. Moreover, since numbers themselves cannot express life qualities such as social stability, community life, emotional well-being, freedom from environmental degradation, violence or forced migration and other important aspects of life which do not have direct market value, this approach undermines human development and promotes marketization and commodification of human life and nature. Development, according to Myrdal, encompasses not only economic growth, but also “gradual and sustained improvements in the social system and institutional arrangements.”

Development notion has been redefined in the concept of human development, which has well-being of people in the centre, since people are the real wealth of nations.
 Development has to take into consideration factors beyond growth of macroeconomic numbers, freedom of choice, abundance of opportunities, equal position of women and other social groups within society, and other issues, which GDP or similar indicators do not reveal. Social cohesion and inequality (of income, consumption and opportunities for health, production and education) are notions closely related to development, and indicators measuring them have an important place in the assessment of development in a given country.

“Human Development is a development paradigm that is about much more than the rise or fall of national incomes. It is about creating an environment in which people can develop their full potential and lead productive, creative lives in accord with their needs and interests. People are the real wealth of nations. Development is thus about expanding the choices people have to lead lives that they value. And it is thus about much more than economic growth, which is only a means-if a very important one-of enlarging people’s choices.”

“Human development, as an approach, is concerned with what I take to be the basic development idea: namely, advancing the richness of human life, rather than the richness of the economy in which human beings live, which is only a part of it."

In conclusion, human development is not only about economic progress, technological advancement and growth of income, but about the way these very things are transposed into lives of population, how they increase human capital and improve the living standard in its various aspects. Subjective understanding of development may be different for every person, based on his/her life needs and priorities, and top score of a country in international rankings may not have any impact at all on the fulfilment of those, if the growth of statistical figures does not represent betterment of the lives of individuals.

3.1.2. Globalization

For the purpose of this paper, globalization is understood as an increase of not only cross-border or open-border relations but rather a transcendence of national borders by trade and its main actors, the “spread of trans-border relations,”
 which deepens international interconnectedness and reinforces asymmetric dependence of state actors on non-state ones. Globalization in this understanding is expressed on various levels of life, especially in trade, finance, ecology, technology, existence of transnational organizations, detachment of money from territorial space and material form, mobility of people, goods, ideas and capital, communication and “intensification of consumerism.”
 It amplifies modernization, industrialization, rationalization and secularization processes around the world, reinforces transnational competition for global market share and provides context for transformation of relations between global capital, state and labour force. It is viewed as responsible for growing income and regional disparities around the world, for the transformation of traditional norms, values and institutions and for undermining existing political and social systems, including the core principles on which democracy resides. Globalization, though, is not only a reason and proponent of these processes, but also the outcome of their ongoing existence and the result of the expansion of capitalism. Causing the increasing diversity of labour regimes in different countries around the world, globalization is criticized for the dismantlement of welfare state,
 intensification of inequality within and between countries and other social and political implications of the globalization of production.
According to global system theory, capitalist globalization is understood in transnational conception (e contra international or globalist conception) and is connected with the rise of transnational actors, transnational capitalist class, transnational practices and culture-ideology of consumerism. Global system theory explains globalization as the ideology of global capital, which, using transnational practices in economic (TNC), political (transnational capitalist class) and cultural-ideological sphere of life (consumerism), seeks to exert control in each of these spheres for its own benefit.
 It does not just happen, but rather it is “thought of, organized, planned, managed, promoted and defended by its opponents.”

3.1.3. Multinational Enterprises and Transnational Corporations

Multinational Enterprises (MNE) are global business organizations, regardless of the existence of their national or multinational identity, whose activities are defined by the transcendence of distance and borders in the above explained sense. Analysis of MNE activities plays an important role in this paper due to the fact that the limited number of largest business organizations controls vast majority of FDI in Slovakia, over 70 percent of all FDI and almost one third of all corporate assets around the world.

Transnational corporations (TNC) are enterprises comprising parent enterprises and their foreign affiliates. A parent enterprise controls assets of other entities in countries other than its home country, usually by owning a certain equity capital stake. An equity capital stake of 10 per cent or more of the ordinary shares or voting power for an incorporated enterprise, or its equivalent for an unincorporated enterprise, is normally considered as a threshold for the control of assets. A foreign affiliate is an enterprise in which an investor, who is resident in another economy, owns a stake that permits a lasting interest in the management of that enterprise.

The terms of MNE and TNC are often used interchangeably and stand for an enterprise in which ownership, management, activities and strategies or structure are knitted with more than one nation or country. Their increasing influence on international economy and world politics is undoubted. Due to their economic size and links to local interest groups they posses power to shape domestic politics of particular countries. TNC and MNE are considered to be an institutional form of economic transnational practices of global capital.
 “Large, oligopolistic” TNC are considered to be primary agents of capitalism instead of the rational individuals as envisioned by neoliberals.
 One of the ways in which MNE/TNC increase their profitability and global market share is through employing FDI as a tool enabling them to take advantage of and to intensify global competition. Their main interests are promoted around the world by IFI regardless of their non-democratic character, therefore IFI are considered to be agents of TNC against global labour as well as agents of fractions of TNC against other fractions of capital.
 Their increasing influence on economic and social policies of governments - as those try to win the confidence of investors - is alarming, since “Corporations operate only in their own interest. Sometimes these interests will coincide with those of disadvantaged groups, but only by disadvantaging another.”

3.1.4. Foreign Direct Investment

Foreign Direct Investment (FDI) is defined as an “investment involving a long-term relationship and reflecting a lasting interest and control by a resident entity in one economy in an enterprise resident in an economy other than that of the foreign direct investor.”
 FDI comprises the initial transaction between the two entities and all subsequent transactions between them and among foreign affiliates. It has three components: equity capital, reinvested earnings and intra-company loans. Equity capital is the foreign direct investor’s purchase of shares of an enterprise in a country other than its own; reinvested earnings consist of the direct investor’s share (in proportion to direct equity participation) of earnings not distributed as dividends by affiliates, or earnings not remitted to the direct investor; intra-company loans describe short- or long-term borrowing and lending of funds between direct investors and affiliate enterprises.
 Foreign investors may also obtain control of another business entity through non-equity forms of investment, such as subcontracting, management contracts, turnkey arrangements, franchising, licensing and product sharing. Respective royalties and licensing fees are defined in balance of payments sheet as receipts and payments for the authorized use of intangible non-produced, non-financial assets and proprietary rights (trademarks, copyrights, patents, processes, techniques, designs, manufacturing rights, franchises, etc.) and for the use of produced originals or prototypes.

In the discussion on pros and cons of FDI, the most emphasized potential benefits are benefits and spillovers in terms of managerial expertise, worker trainings, technological know-how transferred outside the company, increase in supplier efficiency, knowledge of international markets, contribution of accounting and auditing standards and improvement of country’s performance motivating other investors to invest in the host country (demonstration effect). On the other side, often discussed negative effects of FDI are uncertainty of those benefits the demonstration of which depends on local conditions, uneven spread of those benefits in host country and most of all, sinking level of labour and social protection due to the increasing pressure on a country to create the most competitive conditions for foreign investors. FDI has also a negative impact on the country’s balance of payments, unless the gross FDI inflow increases every year. They have been denoted to be a new means of colonization, which do not depend on the territorial limitation, since financial capital is able to transcend the national borders, penetrate local economies and create new forms of dependency of the country on foreign capital. Growing FDI around the world is used as an empirical evidence of the growing power of TNC on global level and the enlargement of global transnational production.

3.1.5. Democracy and Sovereignty

“As the happiness of the people is the sole end of democracy, so the consent of the people is the only foundation of it.”

Democracy is the form of government, in which the people freely govern themselves. Executive and law-making power is given to persons chosen by the population in free elections. As a result, the government is said to be representative of people who elected it. The main principles on which democracy resides are freedom; equality; balanced system of separation of powers (executive, legislative and judicial); the guarantee of civil and human rights of individual vis-à-vis state authorities and any social group; and a good governance, where state authorities focus on public interest and do not involve in corruption.

Sovereignty is described as an international institution or set of rules that constitute and regulate the external independence and domestic authority of states and a political independence (or supreme authority) over its own territory. The concept of sovereignty means juridical equality of states under the international law: “No state or group of states has the right to intervene, directly or indirectly, for any reason whatever, in the internal or external affairs of any other state.”
 The UN Declaration of Principles of International Law considers not only armed intervention but also “all other forms of interference or attempted threats” against political, economic and cultural elements of a sovereign state a violation of international law. Furthermore, the international community guarantees sovereignty of a state by a prohibition of coercion: no state “may use or encourage the use of economic, political or any other type of measures to coerce another State in order to obtain from it the subordination of the exercise of its sovereign rights and to secure from it advantages of any kind.”
 The deficiency of these definitions consists in their limitation to state actors, but in a broader sense may be understood in an extended meaning, to non-interference by any other, non-state actor or group of actors.

The principles of democracy and sovereignty are inseparably linked with the development since they assure that people’s vision for their lives is freely expressed and duly noted (democracy) and that authorities representing people do carry out this vision without interference or pressure from other actors (sovereignty). Both democracy and sovereignty are challenged, if not directly threatened by multiple transnational processes and transformations ongoing in a current world order. According to Cox, because the “ideologies of globalization are quick to identify democracy with the free market,” welfare of market replaces welfare of population, democracy is subordinated to the quest for profit
 and the sovereignty becomes an “ever looser concept.”
 The middle class, which is the main carrier and defender of democracy, is diminishing both on national and global level due to the growing inequality in and between countries; moreover, it does not endeavour to exercise the little power it has because, “pacified by mass consumption,” in the class conflict it serves as a bulwark between global elites representing transnational capitalist class and the world’s poorest.

3.2. Transformation of Relations in a Changing World Order

This section follows main critical transformations of relations in a current world order, which are reinforced by and perpetuate the capitalist globalization processes. Understanding the current world order as increasingly liberal and decreasingly democratic, this section presents a discourse on the processes in which social and economic relations bound to production undergo deep inherent changes that significantly shape our reality. As pointed out by Gill, reality of global order is constructed by the knowledge structures,
 and knowledge structures are created by individuals, groups and institutions. By following the changes and transformations in the relations between state, capital and people, we may identify the interests to the advancement of which these knowledge structures have been created to serve.
3.2.1. Capital and State Relations

Neoliberal economic ideology argues that participation of state in global competition is an effective tool capable of bringing economic growth and improvement of life quality to the country. The essential demand of this development model is, according to Cerny, the shedding off of the welfare state's policy interventions in the political economy.
 Neoliberal assumption that this development model is spontaneous and has no alternatives has been questioned by many and it has been argued that, contrariwise, this model emerged in a politically created process, from above rather than through its real contribution to development and it lacks both the structural and regulatory capacity necessary to maintain long term equilibrium in the political economy.
 Undoubtedly, competition state does improve macroeconomic numbers and temporarily may bring the boost of economy, which is an important – though not the only one – part of life betterment. However, its adoption brings up many serious questions to consider: question of interests, sovereignty, legitimacy and democracy. “The adaptation of states to serve global economic imperatives may appear productive, but the transition from welfare state to competition state is undermining institutional and social sources of legitimacy.”

The influence of globalization on the nation state, its position and power in changing global environment has been discussed from various perspectives, ranging from the opinion that state's sovereignty has been in recent years strengthened to criticism pointing out that global capitalism erodes state's sovereignty through its supranational agencies
 and TNC, bringing about the end of sovereign statehood.
 The discussion acknowledges that not all states have been affected by globalization in the same way but stresses out the erosion of state sovereignty as a result of global capitalism: “both causes and consequences of globalization are substantially bound up with a capitalist political economy,”
 which is driven to ever greater accumulation of surplus value and thus perpetuates competition among capitalists and among national states. Just as it enhances greater accumulation of profit, global capitalism enhances unequal distribution of surplus value and uneven growth, too, which predestines it to produce multiple crisis and class conflicts. Scholte argues that this process of surplus accumulation resulted in “the rise of supraterritoriality” through larger market range, lower costs of labour, taxation and regulation and new opportunities for surplus accumulation via intangible assets such as communication, mass media etc. This process also poses obstacles to democratic processes within the state and discourages state provision of social security to its citizens.
 Retrenchment of democratic processes and social security is triggered by multiple possibilities for reduction of costs of global production in a globalized world, which enables TNC to site or relocate their production operations “wherever labour costs, taxation rates, regulatory frameworks and other variables are most favourable to them”
 (global sourcing). The supremacy of capital over state, as Gill has pointed out, is represented by the three “C’s”: credibility of government is measured by the consistency of its economic policies towards investments and by the confidence of investors to engage financially in a given country.
 Credibility as such is defined by the World Bank and other international institutions measuring the friendliness of business environment in countries around the world and the confidence of investors becomes a significant menace in politic domestic and international discussions. Investors then become dominant political actors exercising their power over other actors and subjects in the economic and political sphere.
The neoliberal trend, so-called Washington Consensus, promoted worldwide by IMF and the World Bank to reduce state ownership of the means of production through privatization has been accomplished in most states. The consequence of this is asymmetrical power relation between state and capital, which possesses much greater economic power. Even though the expansion of state has been noted in its budget volume and growth of regulation of various sectors, critics point out that this pertains to only minority issues, while the regulation and decision-making of essential issues has been handed over to international institutions. And these are, again, just a mean of one state to perform control over other states, or, as mentioned above, a tool in hands of transnational capitalist class to advance its own interests. If the state has any autonomy left, it is a relative autonomy in limited amount of matters, but the real social power rests in hands of wealth and it is exercised through IFI.
 Because states enabled globalization of capital by shaping tax regimes, labour, investment and social laws, financial and private business regulation into regulatory environment in which global capital has “thrived,”
 and serve the interests of capital instead of the interest of people they represent, “there is a little indication that transborder capital and the state form a contradiction, and every sign that they are complementary;”
 A question worth asking in this place is, why states sponsored this process in the first place? Scholte argues that state lost the core of its “supreme, comprehensive, and exclusive rule over its territorial jurisdiction,”
 sovereignty, in the mutually reinforcing process of globalization. The classic understanding of sovereignty bound to a fixed territorial unit in which state legitimately imposes and enforces its jurisdiction is, according to Scholte, “no longer in a place to defend”
 precisely because of activities and global processes which transcend national borders and jurisdictions in different sectors, particularly in financial area. The loss of complete control over national finances, currency, and financial market; transfer pricing; multilateral approach to forming macroeconomic policies; monetary and fiscal policies of state designed or dictated by IFI are just the tip of the ice-berg. Such processes, together with the global mobility of capital, propel and pressure state to deregulation, liberalization and privatization policies and deeper towards global competition, what seems as an unavoidable strategy to maintain existing jobs, create new jobs and enhance economic prosperity of a country. Critics point out that this process of the “internationalization of the state,” in which the state is converted into an instrument adjusting national economic policies to global economy, is not a process irremissible and irreversible, but rather presented like one by the actors who benefit from the adjustment of national economic policies to the perceived problems arising in global economy.
 Furthermore, if before state aimed to pursue national goals and national well-being against the possible intruders from outside, nowadays state became an “arena of collaboration and competition between territorial and supranational interests”
 and its role shrank to “providing an appropriate enabling environment for private enterprise”
 both via unilateral and multilateral means. Rising contradictions between the capital and other social classes are buffered by states, which gradually implement more and more political and legal mechanisms that secure the power of capital in the long term.
 This is caused by the dependency of state on global capital, which controls new technology, know-how and finances, and is obvious in negotiations of investment agreements, where state is confined to satisfy foreign investor by all means. International law on the protection of investment serves then as a multilateral institutional support of capital.
 The “retreat of the state” is proved by its service to transnational capital and the power of the capital to influence national laws, policies, regulations and developmental agenda. Instead of protecting their population from tribulation in the global economy, states gradually loose their capacity to provide this protection and permeate globalization pressures into their societies. Retreat of the state happens not in quantity, but in quality of state interventions into social and economic sphere of life, where growing interventions privileging transnational capital over local population exacerbates inequality and other negative effects in the society. Undermining them, negative occurrences accompanying competition state are considered an inevitable side-effect of growing economic prosperity. Scholte warns that potential of multilateralism has in no way been used enough to achieve distributive justice or higher equity in the world and that growing inequality goes hand in hand with declining democracy within national states as well as on other levels.

3.2.2. Capital and Labour Relations

Economic integration, liberalization and free market, advocated by IMF and World Bank and the growing structural power of non-state actors in global economy brought about substantial transformation of capital-labour relations. This transformation is reaching its critical stage, which is best demonstrated in continual deregulation, informalization and flexibilization of labour policies around the world, and the constant downward pressure on wages leading to the phenomenon known as the race to the bottom. Obedient to neoliberal agenda and competing for FDI, states offer investors the lowest level of taxation, social and environmental obligations, labour protection standards, while ignoring that these policies harm economic and social welfare of working class. Global conditions, mobility as well as its own economic size and power enable transnational capital to take advantage of competing national economies around the world and choose the one that offers the best economic and political environment for maximizing profit. For capital, labour presents just production costs that can be pushed down, but for people, labour is the time of their existence.
 The possibility of capital to locate and relocate its business activities around the world grants it a power over labour, which does not have the same possibility, and is now rather glad than “free” to sell its labour. Capital uses the argument of its global mobility in negotiations to pressure down wages, social and working conditions of individuals. In order to save their jobs and keep the capital in the country, workforce is constantly forced to give up more and more of its rights. Large supply of low-wage labour, technological advantage of capital increasingly capable to replace workers with machines, competitive labour costs and unemployment caused by fluctuations of global economy are the factors that weaken bargaining power of workforce and lead to job insecurity and exploitation. The structural power of transnational capital and the core-periphery construction of production have also weakened the power of trade unions and enable corporations to avoid accountability to any state authority.
 Labour conditions in a given country are also increasingly determined by the position of that country within a world system
 and the extent into which is a given country involved in a global economy. Deficiency of transnational labour movement enables competition of the working class of one country with working class of another country. The weakening position of a global organized labour is, except others, given as well by the fact that the solidarity within the labour class on a global level is diminishing due to the growing inequality between the countries, which makes labour class in one country better of than working class in another country (often at the cost of the labour class in that another country) and thus makes it ignorant towards the deteriorating bargaining power of a global labour class as such.

The capital, however, is not constrained by labour class, due to the abundance of surplus labour around the world and the possibility of mobile capital to take advantage of this surplus labour. Preying on exploited workers, capital enjoys increasing economic and political power that far outweighs any benefits it provides to the society. “The contraction of domestic markets, the dismantling of “uncompetitive” national industry, the growth of the informal economy, revised labour codes directed at making labour flexible and austerity programs have resulted in the formalization of the work force, mass under- and unemployment, a compression of real wages, and a transfer of income from labour to capital.”

The “power resources model” advocates the position that the unemployment and welfare is directly depending on the political power of labour class – where the political power of labour class is higher, the welfare provision tends also to be higher and the unemployment lower comparing to countries where the political power of labour class is lower. The political dominance of a certain class is directly reflecting its economic dominance and it is exercised through the market-based structures in a way that enables capital to “discipline” labour; globalization, which intensifies the enrichment of one class over another, contributes in this way to the intensification of alienation of workers, labour exploitation, and the commodification of human life,
 which is transferring human life into commodity tradable on the market. However, these transformations and the related devastation of human life conditions carry within serious implications for social and political stability, both on national and global level.
3.2.3. State and Its Citizens

The reconstruction of relations between state and its own citizens, enforced by same process as the ones driving other crucial relations transformation, threatens the very legitimacy of state existence. Transition from welfare state to competition state provokes discussions on the purpose of state existence. Since democratic government exists to represent and act in best interest of people who elected it, the subservience of state to transnational capital undermines social sources of democracy. Why governments from different sides of political spectrum, claiming to represent the interest of people, choose to engage in global competition despite its proven negative effects on societies around the world?

One of the suggested answers is that with the increasing foreign debt, the government becomes increasingly accountable to the external financial markets rather than to its own citizens.
 The asymmetry of the financial capital power and the productive capital power leads to the privileging the first one over the latter. This may result in social and economic policies detrimental to living and working conditions of the population. The guarantees of stability and favour, given by a state to attract the capital, may also contribute to the impoverishment of the population. With regards to the origin of capital, Robinson and Harris claim that both national and foreign capital will seek to control the state to advance their own interests at the cost of other social classes: national capital will endeavour for national accumulation, while transnational capital will promote the expansion of global economy.
 Unless there is a benefit of the exploitation of another social class, national and transnational capital are hostile towards each other and compete with each other to achieve the maximum profit. However, the competition between them is limited by the factor of mobility, which privileges transnational capital over the national one, and pushes the national capital towards the merge with the transnational one.

The most crucial choice of policymakers is to define what national interest is and to choose right priority between short term and long term national interests. However, positions in state authorities are occupied by people, and people have their own personal or group interests that may coincide with the ones they are supposed to defend while serving in government. Interest group theory explains that the failure of government to provide service for public is caused by privileging other interest groups or personal interests over public interest. Politicians also try to avoid personal responsibility for their proceedings while in public office, and attempt instead to transmit their responsibility to market or other impersonal mechanism that can be blamed.

In the political sphere, transnational capitalist class uses the discourse on globalization to enhance its own interests. Consisting of globalizing bureaucrats and politicians, globalizing professionals, owners and controllers of TNC and consumerist elites, transnational capitalist class permeates state authorities and structures and promotes capitalist globalization under the pretence of promoting national interest.
 Justified by the argument that competition for FDI will enhance national interest of a country, globalizing politicians ensure that TNC get special benefits and privileges in investment agreements, they shape state regulation in the interest of global capital and use rhetoric supportive of policies beneficial for TNC. Thus, the transnational capitalist class infiltrated in state authorities advances its own interests at the cost of the very citizens these authorities are supposed to serve. Domestic and national elites alike, linked through TNC, elite schools and institutions, serve transnational capital instead of people, wherever in the world they are located or whatever public office they serve in.
 State becomes ever more important for the capital to achieve its goal of getting through national boundaries.
 This innate change endangers wellbeing of state citizens, democratic processes within the country, transparency of relations between state and its citizens and hinders creation of basic preconditions for development. When freedom and rights of individual become inferior to the freedom of investors, the result is a demolition of democracy. Limiting democratic influence over the main decisions in economic policy in the state leads to the bullying of human rights, human security, development of human capital and greater social and political instability in the country.
3.3. Introduction to the Employed Indicators

3.3.1. Gross Domestic Product

Gross Domestic Product (GDP) is a total gross amount of money spent in the country - goods and services purchased by households, government and business entities, regardless of whether they enhance well-being of the society or not. “Designed as a planning tool to guide the massive production effort for World War II, the GDP was never intended to be a yardstick of economic progress; yet, gradually it has assumed totemic stature as the ultimate measure of economic success.”
 While the growth of GDP is generally recognized as highly positive, the question remains to be asked whether its constant growth is not only possible but also desirable: “To the GDP, every transaction is positive as long as money changes hands. No wonder the GDP rises continuously, adding everything as a gain, making no distinction between costs and benefits, well-being or decline.”

3.3.2. GINI Coefficient

Gini coefficient provides alternative view on development in terms of inequality between income and wealth. Gini ranges from 0 to 1, where Gini close to 0 stands for greater equality, while Gini reaching 1 represents high inequality. Despite some problems occurring when using Gini, it still provides a good picture of income distribution within a country and when compared with GDP of a given country, it helps to understand that growing GDP does not necessarily mean that economic situation of all population in the country is improving.

3.3.3. Global Competitiveness Index

Global Competitiveness Index (GCI) has been used to rank countries according to various factors grouped in several pillars from transparency of public institutions to the cost of labour. Most of these factors focus on economic growth of a country and at the same time express different stages a country may be in: factor-driven, efficiency-driven and innovation-driven stage. Ranking according to GCI published in Global Competitiveness Report serves to promote global competition. For the purpose of this paper it has been employed to illustrate the gloomy fact that Slovakia achieved its high, internationally praised ranking for the reforms and policies which directly or indirectly harm social and labour welfare of (not only) its own population.
4. Theoretical Framework
The following section presents shortly the two mainstream theoretical perspectives on the economic development: neo-classical market perspective and regulated-market perspective. With an emphasis put on the role of TNC and FDI in development, the theoretical section is then enriched by the critical approach of Marxist and Neo-Marxist perspectives. 
4.1. Mainstream Approach: Neo-Classical Market vs. Regulated Market Perspective

4.1.1. Neo-Classical Market Perspective on Development

Neo-classical market perspective is based on theories of classical market theory value, according to which the market functions spontaneously based on its own laws. These make it the most efficient allocator of resources, therefore market should be allowed to operate with minimal state or international regulation in an open international trade. The invisible hand of the market ensures that states will specialize in the production and sale of those commodities, which they can produce most efficiently and cheaply. Differences in national economies enable states to use their comparative advantage in raw materials, skills, labour, know-how and other. Integration into world economy guarantees economic prosperity. TNC free to trade, move and set up operations whenever and wherever in the world they find most suitable would improve global welfare, because competition will ensure the most rational international division of labour and effectiveness of global economy. The role of TNC becomes essential, since they serve as “medium for integrating and organising resource utilisation on a global scale.”
 Growth depends on increasing amount of capital available, therefore any restriction imposed on TNC or FDI hinders TNC from fostering not only national, but also global economic development, since “the pursuit of individual advantage is admirably connected with the universal good of the whole.”
 Whether or not are benefits from TNC's activities, FDI and achieved economic growth distributed equally within a given state or on international level is not taken into account. This perspective has been called “a doctrine … of ... individual welfare.”
 The central actor of this analysis is the rational individual as a consumer and producer, who rationally pursues his own economic interests in a positive-sum game, where all participants gain because of the increased efficiency. State is only to establish proper functioning of the market, correct or avoid market failure. Free market and competition will ensure best regulations and will not worsen social or labour standards. The economy is separated from politics; both of them are autonomous realms that do not coincide with each other. The “unholy alliance” of neo-classical perspective and Austrian-Libertarian tradition, neoliberalism, promoted around the world by the main development agencies (the World Bank and IMF) maintains that privatization, attraction of FDI, cuts in government spending and subsidies, wage flexibility, and the devaluation of national currency contribute to the export-led development. However, the positive effect of these obligatory policies has been beneficial mainly for the elite groups in the society, while one of the main negative effects was that cuts in government spending and subsidised sectors released masses of unemployed, desperate to work at any wage, thus placing the burden of the adjustment to the new policies on less-fortunate population and leaving without protection weaker members of society, who needs it the most. Furthermore, deregulation policies leave TNC activities and the capital without a democratic accountability and control.

4.1.2. Regulated Market Perspective on Development

“Protectionism is the battleground where the unity of national sovereignty and economic development becomes most clear.”

Friedrich List

Disbelief in unlimited economic efficiency of unregulated market is represented by the theories based on Keynesian cost-of-production analysis. This perspective points out that market may cause imperfect allocations of resources, since they are distorted by the technology and distribution costs and imperfect availability of information, which leads to the conflict between supply and demand. This conflict has to be resolved by the government intervention into economy, in order to assure coincidence between supply and demand,
 to correct or avoid market failures by political measures. These interventions are not incompatible with the freedom of individuals. Government is responsible for ensuring full employment and government spending is allowed to sustain full employment in times of economic downturns. Regulation is desirable because deregulatory policies favour private capital instead of state. Strong government is required to provide public goods. TNC and its activity is recognized a major source of market failure, due to its size and ability to monopolize, distort product markets, influence consumer choice through ever-present advertising, avoid unfavourable regulation (stock market regulation, tax regulation, labour regulation) and mobility. TNC and its activity have to be strictly regulated to avoid these consequences on a national economy; on international level TNC pose challenge even greater, since they are capable to produce market failure in a global economy but there is no supranational authority able to enforce similar regulation on a global level. Opinions on the necessary level of government regulation vary; low level regulation suggests that TNC should be, when taking their business decisions, bound to take into account public interest just as well as profit maximization and act in a socially responsible way; intermediate level of regulation proposes direct corporate policy of TNC through legal reforms of corporate structure and duties (corporate governance). High level of intervention, corporatism, advocates national economic planning by way of interaction of government, business and labour interests in public bodies.

This theoretical approach maintains that prosperity of the state does not depend primarily on its store of wealth but on the power to produce; therefore, economic dependence on another state has to be avoided as much as possible. Since export-oriented economy makes country dependent on imported goods, it is not supported by advocates of this approach.

4.2. Critical Approach: Marxist and Neo-Marxist Perspective

4.2.1. Marxist Perspective on Development

Marxist perspective is based on Marx's theory of concentration of capital, social classes’ antagonism, labour surplus, exploitation of workers and the division of labour in society. Surplus value is extracted from the labour, which puts into production more then it gets paid in wage. Financial capital, merged with industrial capital in TNC, is able to finance investments and control them in order to accumulate surplus value. Capitalist mode of production results in the division of the world economy between core countries and underdeveloped periphery, which is in a permanent disadvantageous position and exploited by the core developed countries of North. TNC operates as an agent of this underdevelopment and exploitation,
 since it has a power to control the flow of commodities and products out of developing country as well as to control the degree of inward investment. TNC also reproduces hierarchical centre-periphery relations on a managerial level within its own structure. The capital-driven international specialization of production fosters new international division of labour, which serves to preserve class conflict between capital and labour on a global level. Class conflict is in Marxist analysis central and more fundamental then conflict and competition between states; it is cross-border.
 In concert with never-ending search of capital for new markets and profit accumulation, it produces dependency in the form of colonization. International conflict is a result of a capitalist class of one state pursuing economic and political interests by means of control of capital in another state's territory. This reduction of a state as a tool in hands of the ruling class has been in later Marxist works corrected to a relative autonomy of the state from the ruling class. Globalization is anchored in expansionary logic of capitalism, with the result of overproduction on one side and exploitation and under consumption on the other. Economic rivalry between states produces conflict on international level, because the social forces or ruling social class in one state seeks to use the state apparatus to advance its interests by competing with a social class in another state.
4.2.2. Neo-Marxist Perspective on Development

Cox's analysis introduces social forces of capitalism enhancing economic globalization and internationalization of production; state in his analysis became a transmission tool from world economy to domestic one
 and engages into global competition for non-territorial power (markets, economic opportunities, FDI). Neo-Marxist analysis points out the hierarchy of core areas over peripheral and semi-peripheral areas, the asymmetrical power relations on which the world economy is built. Another criticized issue is unequal exchange in the global economic system, where surplus is extracted from cheaper labour, cheap raw materials and other factors creating comparative advantage of developing countries and transferred as profit from periphery to the core. Core states dispose with strong machinery able to enforce unequal exchange on weak states in periphery. Neo-Marxist analysis adds to the antagonism of capital owner and labourer the antagonism of core and periphery. Development of a country thus depends on its position within this hierarchical system, since for a number of reasons (starting position, technological advance) this position determines economic progress in the country. Structural and bargaining power lies with larger states, while smaller ones do not possess any and are left to follow the dictate of the stronger. Knowledge structures create global reality and transform relations between state and non-state actors.
 Neo-Marxists condemn pursuit of production and consumption maximization in the world with limited natural resources and underline that inherent in capitalism is a crisis as a consequence of general processes within the system. TNC are proponents of economic and political initiatives that seek to grant greater freedom to market forces in order to enable them to take full advantage of existing global conditions to boost the interest of transnational capital. Due to the decisive role of historical, social, cultural and geographical factors in country’s development, Neo-Marxist critical approach also argues that the establishment of market institutions per se cannot automatically and universally produce welfare and well-being of people everywhere.
 The agenda of neoliberal proponents focuses on restructuring of social, economic and political conditions, which would enable free operations of capital on a global scale. The result is a subordination of national economy to the global one, legitimized by the rhetoric of a “free” trade, growth, and efficiency.

4.3. Theoretical Perspective on the Role of Foreign Direct Investments in Development

The theoretical discussions on external effects of FDI on its host country range just as the regulatory agenda of host countries, through which they attempt control, accountability and liability of TNC and other foreign subjects in their economic and social environment. The discussion is incapable of being value-free and cannot avoid ideological themes that have influenced the debate. Following short presentation of the regulatory discussion focuses on the perspectives of formal regulation performed by state bodies and does not include perspectives of informal regulation (the TNC's self-regulation, NGOs campaigns). Most states encourage entry of foreign subjects, which bring to their economy new capital, technology, goods or services that local firms cannot provide at equivalent costs. Apart from different entry requirements and performance levels that foreign investor has to fulfil, host states sometimes impose measures to ensure adequate revenue from the investment by taxation. Governments attempt to use TNC and FDI to develop their national economic policy and increase benefits they obtain from the interaction. The result of it is, in terms of economic analysis, mainly positive, since cash inflows make country more available to a wider range of goods at lower prices, enhancing satisfaction of consumers; on the other hand, social and environmental analysis counts many of the consequences of this process as losses.

Discussions on the costs and benefits of FDI to national development focus on four main factors: employment levels, balance of payments, technology and skills transfer, and competitive effects in local economy.
 Proponents of FDI argued that FDI enhance employment by creating new jobs; critics point out that most jobs created by TNC are low-skilled, low-paid, mechanic jobs and not always long-term due to possible - and frequent - relocation of TNC. FDI improve the balance of payments in host country, until capital leaves the host state in form of loans, dividends and in other ways. Import and export levels set by FDI regulation have different effects on local economy.
Technology and know-how transfer depends mainly on the willingness of TNC to share its competitive advantage with host country companies (its competitors) and on restrictions specified in licenses for the use of technology and skills. Competition between foreign investor and local firms stirred up by FDI presence in the country may enhance productivity of local firms, provided that they also have an access to adequate investments. Research warns that host countries should avoid attracting FDI by best tax incentives and devote their resources instead to infrastructure improvement, information campaigns, quality education etc., from which not only foreign, but also domestic firms may benefit. A home country of capital used as FDI usually does not examine whether its capital promotes welfare of host country or not, since it is focused on maximization of profit and not on maximization of the wellbeing of the host country.

The basic motivation for capital to employ FDI in a global market economy is to increase its profitability by getting the share on a new market, by reducing the production costs or by exploiting other factor inputs, such as availability of raw materials for production. Economic and political drivers that set off the internationalization of TNC usually range from the search for bigger market (when its home market is too small to accommodate company’s ambitions), competitive pressures in the industry and government policies supporting foreign expansion.
 These drivers, or push and pull factors, exist both in home and host countries. Rising costs of production in home country present a potential push factor, while low costs of labour or other resources necessary for production available in host country present a pull factor. The choice of FDI location is thus influenced by the link between push and pull factor. Prevailing determinants of TNC activities in current competition economic environment are “specific opportunities resulting from host government liberalization and privatization policies,”
 such as cheaper labour, advantageous tax regulation, lower costs of complying with environmental protection laws etc.

Host states are motivated to FDI attraction due to potential increases in employment and income after the entry of FDI on their national market. Investment projects might result in multiplier effects on the entire host economy by stimulating domestic businesses and provision of better services. However, crowding out of domestic enterprises by larger and technologically more advanced TNC may have the exact opposite impact. The extent of these effects for a host economy depends mainly on the size of the received FDI, transfer of the technology, number of employed people, the extent to which the TNC affiliates procure goods and service inputs locally, and the proportion of reinvested profits.
 Different host economies prioritize differently qualitative and quantitative aspects of employment in TNC, depending on their local conditions. The desperate need of jobs in the region creates preconditions for race to the bottom in social and labour regulation as well as in the level of wages. However, “evidence on TNC operations worldwide suggests that, in general, workers directly employed by foreign affiliates enjoy better wages, working conditions and social security benefits than those employed by domestic firms.”

5. Presentation of the Case and Analysis

5.1. Competition State

“Economic growth, high, sound and sustainable economic growth is a key instrument guaranteeing the growth of living standard, growth of employment, growth of the quality of life.”

Ivan Mikloš, former Minister of Finance of the Slovak Republic, at the national parliament negotiations in 2006

5.1.1. Actors and Evolution of the Development Strategy
In order to understand why the Slovak Republic adopted competition state as a development strategy, it is important to introduce shortly historical, political and economic background of the country. This section identifies some external and internal actors that led Slovakia to embrace competition state as its development model and the processes in which it happened. Further, it analyzes policies and reforms created to catch the attention of foreign investors and the weight of their impact on national, regional and individual level.

The Slovak Republic was constituted on January 1, 1993, as a successor of Czechoslovakia. Situated in Central Europe region with a population and a size of Denmark, it is an industrial country with a tradition in metallurgy, metal processing, machine engineering, automotive industry, electronics, wood and paper industry, chemistry and pharmacy. Year 1989 was one of the crucial ones in its history, the year of the Velvet Revolution in which 40-years long non-democratic communist regime was dismantled. Due to historically uneven structure of industry and infrastructure within Czechoslovakia, the separation from Czech Republic and the process of transition from central planned to market-led economy found Slovakia to be the poorest and least developed country in CE region. While country groaned in the process of accelerated transition, unemployment skyrocketed, state-owned factories were abandoned, infrastructure collapsed, large sections of population were pauperized. At the same time, political scandals and dubious practices of Meciar’s government worsened political instability in the country, economic crisis and country’s international relations. Meciar’s government somewhat hostile towards the West focused on internally oriented strategies of market reform, supporting national businesses, local investment sources and domestic accumulation.
 Shortly before parliament election in 1998, Slovak population was polarized in its sympathies with Meciar representing national strategies but at the time a disastrous condition of the state, and the politicians from blue coalition trained at prestigious universities abroad, representing what was international, modern and therefore prosperous. The new government of Mikulas Dzurinda, which came to power in 1998, immediately changed from internally to externally oriented strategies of development, opened Slovakia to foreign capital and introduced serious structural reforms recommended by IMF and the World Bank.

The early structural reforms implemented were privatization of financial institutions, reduction of state-owned enterprises, fiscal reforms aimed to ensure macroeconomic stability of the country, reforms of tax, social and pension system. The presence of IMF and the World Bank in the country provided the institutional support for the spread of neoliberal ideology and for adoption of structural reforms, which are essential for the capital mobility. In consultations with Slovakia, IMF repeatedly reminded that the absence of key structural reforms makes country “vulnerable to crisis”
and recommended tight fiscal policy, including “rationalization” of social assistance, reduction of social benefit spending, lower taxes on labour to encourage employment, accelerated privatization efforts and reforms in pension and health care “to ease fiscal pressures.”
 When country experienced inflation up to 16 per cent (May 2000), the IMF affirmed government to keep wage pressures “in check” and “at bay” and to resist the appreciation of national currency in order not to loose external competitiveness.
 Labour policy revision included “bringing unemployment down by improving incentives for seeking work.” IMF suggested that Slovak authorities “should make every effort to increase foreign direct investment” and it “welcomed” other efforts of government already executed to attract foreign investors, such as privatization of banking sector. The very language of IMF reports has an in-built bias towards the success of neoliberal policies of privatization, deregulation and international competition, despite the fact that they failed in many countries around the world. The pressure from the World Bank had an important impact on restructuring social policies as well.
 The consultations of Slovak government with IMF and the World Bank cemented its belief that country has no other choice than to follow the prescribed path of development by competing for FDI.
Since the IFI are regularly being criticized for their lack of legitimacy and any democratic public control, and because they in a profound way shaped the main economic and political decisions in Slovakia with the impact on the social and environmental welfare of the population, in 2000 the civil society organizations have tried to create a public debate on the necessity of the structural reforms proposed in Country Assistance Strategy (CAS), with the participation of the IFI. However, the CAS was implemented without the previous consultation with the respective population: 
“Another NGO representative asked Bank officials present when there will be another consultation in relation to the CAS and whether the public will get to see another version of the CAS before it goes to the Slovak parliament. A Bank official, despite the admission earlier that the Bank knew very little about the real situation in Slovakia and despite the confusion at the end of the meeting, responded by saying that he saw no reason for the delay of the CAS and that he does not feel that the Bank needs to be”audited” on the further stages of the CAS.”

This is just an example of one of many unsuccessful attempts of the Slovak civil society to generate a quality public discussion on the documents and policies that so profoundly shape the life in Slovakia today.
 The neoliberal agenda was put on the Slovak population from above; this conclusion is intensified by the fact that all political parties at power in that time were also constituted from above, with the exception of the Christian Democratic Party (KDH) that was constituted from the popular movement, which started the Velvet Revolution.
Since the implementation of the structural reforms, GDP growth exceeded 4 per cent per year. Public expenditures were cut from the original 55 percent of GDP in the early 1990s to an average of 39 percent of GDP for 2001-2003 (well below the average for other EU countries).
 Fiscal measures were taken to meet the need of extra expenditures for fulfilment of EU accession criteria and accomplishment of other structural reforms, particularly the introduction of second pillar to the pension system, radical tax reform, banking and corporate sector reform, and social benefits reform. In order to carry out all these projects, the World Bank has proposed a lending program of USD 415 million, including an Enterprise and Financial Sector Adjustment Loan.
 This has been followed by the EU support for Slovakia in EU enlargement process, with assistance of other international financial institutions who had interest on the reforms to be completed (World Bank, EBRD, and IMF).

The impact of these reforms on the population was severe. The unemployment exceeded 20 per cent, owing to the restructuring policies, while diminution of social support and unemployment benefits meant that it was the weakest segment of the society, who carried the burden of reforms. It needs to be said that negative historical legacy of anything reminding communism (including protectionist economic policies) helped significantly to shape the opinion of Slovak population, which is still, 20 years after the fall of the communist regime, dealing with its undemocratic character. However, despite the initiative support from the population, the adaption of structural reforms in Slovakia has not been without struggles. Due to declining employment and welfare for population outside Bratislava region, public distrusted these reforms and therefore government, on recommendation from the World Bank,
 intensified broad communication campaigns promoting indubitable benefits of structural reforms. This campaign alone was supported by the generous grant of USD 350 thousands from the World Bank! Campaign was based on the strategy of presenting the job creation as a main goal for all of the structural reforms implemented, which would convince the population about the necessity of the reforms, and it was put in action due to the rising social distress, which provoked high dissatisfaction with the government policies. In April 2004, a referendum took place to limit the term of Dzurinda’s government, but was defeated and his government remained in the office until June 2006. This was accepted by the World Bank with satisfaction, commenting that “the government is committed to press ahead with its reform agenda and there is little risk of reversal or abandonment of that agenda given the irreversible nature of the key reforms and core of support for reform in the coalition.”

Since then, external orientation of development has been pursued by every government in Slovakia, regardless of ruling party coalition. Not even Fico’s government (2006), which identifies itself with left side of political spectrum challenged this development seriously (though it has to be acknowledged that Fico opened up few essential, already closed structural reforms for their reconstruction, despite heavy criticism from his opponents for these intrusions into “irreversible” reforms and the “irreversible” damage that this opening will cause). These realia confirm that competition state “is not a project of ruling party but a broader hegemonic project,”
 which was established in Slovakia by the power of capital acting through its agencies embodied in IFI, with the help of the domestic elites (ruling coalition parties).
In 1990s, the trend in the whole CE region was to open up to FDI. The main reason for it, as identified in the literature, was the fall of Soviet Bloc and discredit of its ideologies, especially central-planned economy; process of economic transition in former Soviet Union, Central and Eastern Europe; the debt crisis in early 1980s causing scarcity of loan capital; economic globalization; and government promotion of market-based development, which led to liberalization, privatization and deregulation of national economies.
 Another significant factor shaping this process was the policy framework of the EU, the membership in which was highly desirable for all CE countries. In Slovak understanding of development and high living standard, membership in EU and other international organizations became a mantra. Businessman desired contacts and contracts with other EU businessman, and the rest of the population, especially younger age groups, desired free movement, travelling and education abroad, which has been forbidden during communist regime and even after 1989, it was still not possible for majority. Finally accepted in 2004, EU membership increased openness of Slovakia for foreign investors. The border-free movement of people and goods within the European single market, freedom to provide services within EU by companies resident or registered permanently in Slovakia without the need to establish any corporate presence in the country, simplification of many administrative procedures regarding business, entrepreneurs and employees, harmonization of Slovak law with EU regulation and adoption of EURO (2009) contributed to everything Slovakia has officially been dreaming about: internationalization, attraction of foreign investors, competitive business environment and top scores in many international investment rankings. The benefits for transnational capital have been mainly the reduction of the exchange risk, reduction of transaction costs etc. Little attention has been paid to those who dared to voice questions regarding the economic sovereignty of the state, diminishing democracy or legitimacy of decisions made far in Brussels for people living in Eastern Slovakia. In the years of preparation of main structural reforms and EU law harmonization, decisions were made and solutions given rather then discussed.

Since FDI were understood as a main instrument for development, in 2002 Dzurinda’s government created Slovak Investment and Trade Development Agency (SARIO, its unsuccessful predecessor SNAZIR), government funded investment-promoting agency seated in the capital city of Bratislava. In following years, SARIO provided significant institutional support for foreign investors. Its mission to “develop Slovak economy and decrease the rate of unemployment by supporting export, foreign direct investments and internationalization of Slovak companies, funding for construction of industrial infrastructure and to increase the competitiveness of Slovak economy”
 was carried out in cooperation with EU. In concert, they worked on the improvement of investment aid application process in order to reduce negative effects of investment aid on competition as an imperative of the EU common market.
 Under the care of SARIO, there were 4 investment projects implemented in automotive sector, 3 in electronics, 8 in chemistry, rubber & plastics and 5 in machinery by the end of 2008. From total of 34 investment projects amounting to EUR 538 100 000 of planned investment volume, almost 2/3 were in heavy industry, where 4 624 new jobs were created.
 The costs of the investment aid from public finances reached almost SKK 26 billion, the 68, 9 % of which was paid out in cash.
 The services provided by SARIO to foreign capital were well above the standard services that government agencies provide to citizens (for instance, SARIO launched website with the information not only in English, but also in Korean and Japanese). SARIO led powerful machinery that focused on competing with other investment-promoting agencies in CE region (Czech, Polish, Austrian and Hungarian) and assured public support at home. Job creation has been used by government and SARIO as a powerful mantra to convince the population of the desperate need of foreign investments. The typical argument was that there are not enough financial means in the country to finance starting businesses, necessary investments in infrastructure, reconstruction of outdated soviet-style factories, and that even more capital is needed for purchasing top technologies and know-how, which Slovakia does not posses; however, as evidenced above, there was enough finances for the “aid” to economically strong TNC! After the GDP of the country has started to grow, it has been widely used by politicians as an evidence of the improvement of the life in the whole country, even though such generalization was not in place when comparing statistics from different regions.

In response, Slovak civil society (Friends of Earth Slovakia) has conducted research, the results of which has shown that the growth of GDP was not automatically the warrant of the decrease of unemployment, and that it is important to examine the structure of economic growth.
 The study observed growing interspace between GDP as such and the GDP adjusted from the expenses on alcoholic beverages, crime casualties, car accidents and health care costs. Another observation was that growth of GDP was caused to some extent by the growth of negative phenomenon in the society (for instance, crime casualties in 2003 were 5, 5 times higher than in 1997 (before the policy U-turn)).
 The need for job creation in Slovakia has been misused in public campaigns to support the official ideology that only growing GDP will ensure growing employment and that only growing volume of foreign investments will ensure growing GDP. Objections of civil society, even though based on the research performed in local environment, were not taken seriously in public discussions on what is the best development strategy for Slovakia. Moreover, there was almost none such discussion involving all stakeholders of the society to contribute with their knowledge, research, and expertise to form together the best development policy that would respect complex of national singularities. Instead, with the change of political spectrum colour in the government coalition in 1998, there was a quick definition of what development is and what means are best to achieve it, which was bestowed on Slovakia as a template by the EU, IMF and the World Bank, and readily accepted by neoliberal government. The process of diminishing democratic freedom to express the will of population and to be heard by government authorities went almost unnoticed by masses due to the increasing consumerism, marketization of society and related disintegration of social bonds.

Actors promoting formation of competition state as a development model without alternatives interacted with each other. Both domestic actors (national elites, globalizing bureaucrats and politicians associated in government bodies, SARIO and domestic companies) and international actors (IMF, World Bank, EU) sought to propagate neoliberal ideology and policies, which evidently brought great benefits to transnational capital (access to the market, excessive cheap labour, finances and other forms of state investment aid, lower risk of business undertaking, etc.). Forenamed international institutions have played significant role in presenting ideas, shaping policy and strategy of Slovak government, and ensuring the support of population (mainly young, university educated people with good working positions in government authorities or big companies, and the “undecided” group of population, which was not directly for or against reforms in the beginning of 2000s, but which was won during the campaign launched to support structural reforms). This has been accomplished by EU through the integration process, twinning projects, accession criteria and policy framework; by the World Bank and IMF through recommendations, various initiatives, projects, consultations, public campaigns and government officials’ trainings. Accession agreement with EU abolished import duties on goods and services originated from the EU, which enabled local elites to enjoy more luxury goods for better prices, but it also intensified pressures on local business companies, which later on had to give up on competing with stronger foreign suppliers and close down or sell their share to TNC.
 Local companies, in hope of getting into supply and distribution network of big TNC operating in Slovakia also supported the policy shift from national accumulation to competitive, externally oriented strategies. Networking between Slovak elites and transnational capital interested in Slovak market was provided by foreign investment banks, consulting agencies
 and various interest groups such as American Chamber of Commerce. The latter considered its own activities a positive contribution to Slovak development, helping “to increase the quality of everyday life in the Slovak Republic” while at the same time “building bridges” between their members, non-members, official political, diplomatic, economic and other representatives and institutions and helping them “to fulfil their goals and missions much easier than on their own.”
 The U-turn of official development policy in Slovakia in the end of 1990s was not caused by domestic forces only; it was the comprador service sector (domestic groups linked to transnational capital), which “enabled transformation of the structural power of transnational capital to shape the transformation of policies and provide a “solution” for failed national strategies.”
 The need of capital, new technologies, know-how and infrastructure has been also used to direct Slovakia into the active pursuit of policies enabling country to participate in international competition. Thus, Slovakia witnessed the “transnationalization of state autonomy in favour of global capital over national welfare and social policies.”

In the end of 1990s, Slovak civil society was just on the rise. Topics brought to the public discussion by civil society (such as environmental protection, community life) were not seen as equally important to the topics presented in official campaigns, especially job creation, benefits of attracting foreign investors, membership in international institutions, etc. High unemployment rate and low salaries in all regions outside Bratislava disabled public understanding of the true notion of development. The lack of quality information on the state of societies in Western world (especially in-depth information on non-material aspects of these societies) contributed to misleading picture of the Western model as the best one and the only one to follow. Later on, the civil society organizations gained some support of population, mainly in big cities and in the western part of the country, where unemployment was lower than in other regions. Civil society has criticized growth model preferred by government, pointing out that environmental degradation is a direct consequence of this development model, and explaining that safe environment, education, health care system and so on are just as important factors of quality life as the amount of consumed goods.
 Consumerism as an ideology of capital has been attacked by Slovak civil society on various levels in few campaigns. However, majority of Slovak population locked in unemployment, poverty and lack of opportunities caused by lack of material means still identified quality life and welfare as such with material welfare, even though material welfare itself is only a subset of the welfare.
 Another aspects of wellbeing, such as education, health, social and work participation were considered only as means to achieve the material welfare, means to achieve a good life. High unemployment was a powerful drive that pushed Slovak population to embrace a competition state as a saviour from poverty and malaise.
5.1.2. Foreign Direct Investments Attracting Policies

Competition state as a development strategy of government was defined by the document “Strategy of the support of foreign direct investments inflow into Slovakia” and related documents. The stimulation of the FDI inflow was prioritized as a government goal, based on the assumption that countries who do not directly actively seek FDI or do not cooperate while creating them fail on the current, highly competitive global market. According to the government, the basis for this assumption was the analysis of FDI. Competition for FDI inflow support was motivated by EU policy framework as well as by the competition policies of neighbouring countries (mainly the Czech Republic). Legal measures focused on solving the problems experienced by foreign investors, such as custom proceedings, speeding up of building concessions and property land rights, speeding up and simplification of business registration with the Commercial Registry, etc., instead of focusing on other pressing issues in society (corruption, public service, social protection of the weakest segment in the society). Financial measures taken at that time aimed at “creating financial conditions comparable to the ones existing in transition economies in Central Europe.”
 Strengthening of competition state was achieved by legal regulation, which stipulated conditions of a massive state aid to chosen foreign investors: tax credit, discounted price for land, financial subsidies for acquiring tangible and intangible assets related to the investment, grants for the creation of new jobs and other forms of direct and indirect financial, institutional and legal support.
This regulation as well as the reason officially put forth to accept it was in direct contradiction with other regulation and reforms prepared by the same government, such as the pension fund reform. One of the official reasons for state aid and other significant benefits for foreign investors was the need of capital in the country to create jobs and get the economy started. At the same time, the reform of pension system introduced second pillar managed by private funds, with the obligation to invest outside of the country,
 which caused the outflow of the capital from Slovakia to international financial markets. These great contradictions in the development policy of the same government force to ask the question, qui bono were these reforms in fact prepared for? Who really benefited from the adoption of these reforms?
In early 1990s, when political and economic environment in Central Europe was far from stable yet, foreign capital preferred to try the countries out with the activities enabling easy escape possibility, while at the same time lobbying in EU to speed up enlargement process in order to ensure new markets and new investment opportunities.
 Main investment projects in those years were done by big European banks that bought financial houses in the region (a measure advocated for a long time and supported by the IMF and the World Bank). The World Bank loaned money to Slovak government to pay off the debts of state banks, which enabled foreign investors to enjoy a good start of their new investment.
 It also meant less money for public spending and severe cuts in education, health sector and social welfare. In the beginning of 2000s, the intensive competition for foreign investors in CE region was started by the Czech Republic, which made structural advantages for foreign investors stronger by “the most generous incentive scheme ever invented.”
 Hungary, Poland and Slovakia quickly followed this path by competing with each other and offering interested foreign investors tax benefits, land, and various forms of direct or indirect state aid. The first wave of investors came to Slovakia in early 2000s, when regulation clearly privileged foreign investors over domestic ones and privileged the most developed Bratislava region over the rest of the country.
 Most of the investment projects implemented in this period concerned mass production in heavy industry. During those years, democratic procedures in Slovakia were threatened by the practices of government and municipal authorities in the bidding processes. In order to assure the favour of foreign investors as soon as possible, authorities tried to speed up land expropriation procedures, passed special laws and regulations, and provided necessary transport infrastructure,
 all financed by the state to satisfy private corporations. Though according to the Act on Investment production, buildings and technological facilities of investors must fulfil the criteria of Slovak legislation on environmental protection, government authorities eased down certain rules and enabled foreign investors to enjoy special treatment in environmental protection, since the obligatory assessment of environmental impact of the investor’s activity in chosen locality was performed in a rather formal manner. As we shall see later, there have been cases where government or municipal authorities did not refrain from “bending the rule of law, corrupting local democracy, violating individual dignity”
 to assure that the TNC was given the treatment it asked for.
The comparative advantage Slovakia tried to benefit from in the global competition was its “excellent strategic geographical position”
 and a tax system privileging foreign capital. As the greatest advantage Slovakia considered its “cost effective” and well educated labour force, including its intellectual capital;
 however, the majority of FDI volume invested in Slovakia has been used to create low-skilled jobs in heavy industry and related supply chains rather than taking the advantage of well-educated labour. With EUR 9,216 per employee, Slovakia had the second lowest remuneration costs in the EU in 2006; only Latvia was cheaper for employers than Slovakia.
 This has been considered as a great comparative advantage of the country, one of the factors that foreign investors enjoyed maximizing their profit on. Already here it is evident the power of capital over the labour, which has caused Slovakia to put a downward pressure on the wage level, since there was not much more of comparative advantages that the country could benefit from.
In 2004, major “just, neutral, simple and effective”
 tax reform was introduced to improve competitiveness of Slovakia among foreign investors. Tax reform increased deductible allowance for low income earners and unified value-added tax rate 19 per cent, which applies to all products. This resulted in a major shift from direct to indirect taxes. With regards to foreign investors, the Act on Investments stipulated a 100 per cent tax holiday for the first five years of operation, starting from the first profitable year and a 50 per cent tax holiday for the second consecutive five years. Strategic investors received 100 per cent tax credit for a full 10 years. Except the investor-favourable tax regime and low labour costs, Slovakia started to compete for capital by a variety of generous government incentives. The amount of the direct incentive generally depends on the region where the investment is to be located; unemployment rate in the region; the type of the investor’s activity; the amount of the investment; the qualifications of employees; and investment in modern technologies.

Another form of support for investors is the development of industrial parks, which are built and prepared by the government agencies (SARIO) in cooperation with municipal authorities, in the management of which the industrial park is located. Municipalities generally benefit from supporting investment projects in their region, since they are also eligible to receive large incentives from government to improve local infrastructure or to build industrial parks. Industrial parks ease the work and save money of interested foreign investor, since they are sponsored by the government, which can fund up to 85 per cent of the total amount of the purchase of land and development of infrastructure, in regions with an unemployment rate exceeding 10 per cent, government funding could cover up to 95 per cent of all costs (Industrial Park Act).
 For instance, main investors in automotive industry were supported by the construction of industrial parks in the following amounts: Hyundai KIA SKK 4,337 billion, Peugeot Citroen SKK 3,190 billion, Getrag Ford SKK 1,197 billion and Universal Media Corporation SKK 0,050 billion.
 It is another example of the effort of globalizing bureaucrats and politicians (both on national and regional level) to satisfy demands of global capital instead of the needs of the population they represent. There are many public buildings, institutions and areas that either need improvement and reconstruction or are missing at all (especially hospitals, health care centres, care centres for old people or disabled), but a common excuse given by the government and municipalities for not covering this need is the lack of financial means to realize them. Why is the need of private company for industrial park or infrastructure to its factory prioritized over building projects public asks for? Why is the government willing to find the means to sponsor the construction for capital instead of the construction of what is necessary for its people? Why are the public finances used to advance the profit and other interests of the TNC, and not used to enhance the health and social care for the weaker members of the society?
One of the arguments put forth by the government was that the public finances used to win and implement investment projects have generated many positive effects and brought new capital into Slovak economy. Expected was almost SKK 4 invested by chosen investors for each invested SKK 1 from public sources.
 Another argument put forth was that the payments of investors to the public sector (payments of taxes, social insurance for employees and VAT) already exceeded the amount of the received state aid, with a net benefit of SKK 93, 43 billion.
 Except that, the government pointed out other positive effects such as the development of supplier-purchaser relations and related boost of regional economy, and job creation.
 However, the government admitted that the most suppliers for the TNC established in Slovakia are foreign not domestic (up to 96 %) and the multiplication effects of the FDI mentioned in its analysis are so far more a wishful sigh than a reality.

According to the Global Competitiveness Report, Slovakia ranks 47th most competitive country in the world (dropped from 41st in 2007), and ranks the best in Europe for prevalence of foreign ownership. Comparing to other countries in CE region, it ranks highest in labour market efficiency (29th in the world), thanks to the cheap labour and pay and efficiency measure. In comparison with other countries from the CE region with whom Slovakia competes most intensively for FDI, the Czech Republic still ranks higher (31st position), even though its cost of labour and tax system is not as advantageous for foreign investors as the one offered by Slovakia. Czech Republic ranks higher due to improved institutional environment and technological readiness; among other post-communist countries, Slovenia benefits from outstanding health and educational systems, good infrastructure, and impressive innovative capacity.
 This comparison accentuates that competing at the cost of state’s own population may not pay the best results at the end anyway. Therefore it needs to be further explored, why has Slovak government focused on building up the comparative advantage of Slovakia on cheap labour, low taxes and low regulation requirements, which are precisely factors that make the country most vulnerable to the race to the bottom and that least benefit the population, public sector as well as the environment.
While analyzing the labour market in Slovakia, the World Bank has discovered “striking situation:” despite experiencing an export-led and FDI-led growth, there was high unemployment rate, low employment rate, high regional disparities in labour market, and disemployment of low skilled workers, which was caused by economic restructuring and distorted system of incentives.
 A significant revision of Labour Code introduced employment relationships concluded for a definite period, working from home, teleworking and the temporary allocation of employees, with no prohibition of mass dismissals and the approval of union for dismissals is not necessary, either; only a notification of the reasons for the redundancies and the number of employees to be dismissed. The labour market in Slovakia was often criticized for being too rigid and disabling employment. Therefore, measures were taken to make hiring and firing easier, which made Labour Code “relatively liberal and makes the labour market substantially flexible.”
 Continuing flexibilization and informalization of labour policies in Slovakia prove that global market dictates value and structure of human and social relations. The result is “competitive insecurity,”
 or, what has been euphemistically noted “flexicurity model.”
Initially, welfare benefits in Slovakia were of similar height to minimum wage. Since this was considered by government as a reason of low motivation to work, welfare benefits were reduced to about 50 per cent of the minimum wage, as well as sick pay benefits. Above mentioned pension reform increased the retirement age to 62. Unemployment benefits were granted based on the current, rather than the past, activities of the beneficiary; and benefits were cut down so that a higher income from work would ensure active motivation of unemployed to find a job. All these policy measures reduce labour costs and increase labour demand. This might have been the purpose of this reform package: to ensure “a positive impact on employment.”
 Reforms made people more willing to work at any job and at any wage, in some regions almost desperate to work; they weakened bargaining power of the workforce and strengthened the structural power of capital over labour. They also strengthen competition state, because they lower down social and labour protection, which is considered as an advantage by competitiveness measuring international rankings such as GCI. Last, but not least, they create the perfect precondition for the race to the bottom in wages, social welfare, working conditions and the willingness to accept dirty, dangerous and difficult jobs. Hence, the labour rights in Slovakia are ostensibly less protected than the property rights, investment rights against expropriation and other rights of the capitalist class.
Since these reforms were “not well understood by the population suggesting the need to increase communication to help ensure their success,” the World Bank advised to the government an enhanced focus on education and training to deal with the declining public support of the implemented policies.
 These reforms and in general the minimization of welfare state in Slovakia was largely motivated by concerns over competitiveness of Slovakia on the global market; another motivation for the welfare policies retrenchment was an increased interest of foreign capital to invest in Slovakia.

After the adoption of structural reforms and the implementation of first big investment projects in Slovakia, the unemployment rate decreased from around 20 per cent in the end of 1990s to around 8 per cent. The government analysis has shown that it was due to “strong economic growth, entry to the EU, and stricter policies on qualifying for unemployment benefits.”
 The last reason of lower unemployment simply means that according to the new laws, long-term unemployed people did not qualify for unemployment benefits anymore and were taken out of the official register of unemployed. Therefore, official government statistics actually do not reveal the real numbers of unemployed in Slovakia in that period, since many people were out of job but not registered in the unemployment register. Also, the accession to EU enabled thousands of people to go abroad and seek employment in other EU countries, meaning that the decrease in unemployment rate was not first and foremost caused by the official government development policy of attraction of foreign investors, but by many other factors as well.

Nonetheless, as a result of the implemented neoliberal policies, Slovakia became one of the largest FDI recipients in Central and Eastern Europe. During 2000-2001, FDI inflow amounted to USD 2 billions per year on average, compared to USD 231 million in 1997.
 The inward FDI stock grew to USD 6 billion in 2001, ten times higher than its 1994 level. Nevertheless, the assessment of human development in Slovakia performed by the UNDP in those years has revealed that benefits of economic and social progress were neither equally created, nor equally distributed throughout the country.
 Western part of Slovakia and main centers became the "carriers" of development and progress, where Bratislava region reached more than 75 per cent of the EU's GDP average, with low unemployment and high educational level; while in other regions people were “fighting severe unemployment, have less possibilities to get use of the educational system, and have only limited access to information.”
 

Detected inequalities were of wage, skill and a regional dimension. The new jobs were not created where unemployment was the highest, and not in sectors that would make use of skills offered by available workers. Inequality of regions was striking: only one tenth of the available job positions in Bratislava region existed in the region of Presov,
 while the amount of unemployed registered in Bratislava region was four times lower than the amount of unemployed registered in Presov region.
 Kosice and Presov region in unemployment rate exceeded that of state’s average (7, 65 %).
 In some regions, the number of job applicants exceeded the number of existing job positions ten to hundred times.
 Significant regional differences were noted in the amount of salary paid in different regions: average month salary was only SKK 16 440 in Presov region, but SKK 28 424 in Bratislava region, which means that the economically weakest region did not even get 58 % of average month salary in Bratislava region. Again, only in Bratislava region was the average month salary higher than the average month salary of the whole country; while average wage in all other regions was below the national average.
 With regards to income inequality in general, the Gini coefficient has increased in the years of economic growth and competition for FDI, which confirms growing inequality in the country and unequal redistribution of the wealth generated by the economic growth. In 2003 Gini was 0, 28, which was 0.04 higher than in 1999. Inequality was greatest due to foreign enterprises undertaking business in Slovakia.

The government tried to ease regional disparities by different measures. Smaller ones included support of interregional mobility, such as commuting support for workers who daily commute for work in other region. The greater measure included amendment on the Act on Investment in 2006 (prepared by the new government of Robert Fico), which privileged weaker regions by stipulating greater incentives for investment projects realized in those regions. For instance, the poorest region of Presov, with the highest unemployment rate, did not attract single one investor and did not receive single one investment stimuli, primarily due to its geographic location in eastern Slovakia and the missing highway, which slows down the transport of people and goods to and from the region. Instead of increased efforts to built a proper - and for years promised – infrastructure, from which majority of society would benefit, the government increased the amount of incentives for private investors to attract them to this region. As a result, one of the least efficient investment projects was implemented, the automotive investment project of Getrag Ford, the producer of car components. The project did create about 800 jobs in Kosice region in the poor eastern part of the country, but due to high incentives that were supposed to attract FDI to this underdeveloped region, one created job position cost SKK 4, 272 million from public funds,
 which highly exceeds the cost of the job positions created by FDI in another parts of the country. As argued by Krugman, competition does become a “dangerous obsession,” which supports misallocation of resources and poor quality of policy making.

Statistics also revealed wage disparities according to gender. Average wage of men was SKK 26 281, while average wage of women was only SKK 19 950 (75, 9 % of men's wage). Besides, due to the nature of created jobs (in heavy industry), it was easier for men to find a job, but they also tend to lose job more often than women (which may, among other factors, point out to the higher vulnerability of heavy industry to the external pressures and crisis of the system). Men with a basic education received wages comparable to the wages of women with secondary education.
 In conclusion, the growth of Slovak economy produced growing inequalities in different dimensions: “earnings in 2003 tended to be higher for better educated, higher-age labor, for males, for skill-demanding occupations, in foreign enterprises, in the industry sector and in enterprises located in the Bratislava region. Compared to 1999, earnings grew, in particular, for skill-demanding occupations, in foreign enterprises and in enterprises located in the Bratislava region.”

The danger of growing inequalities between regions, between men and women and between different social groups is that the democratic rule in society is weakened, enabling the dominance of one group over another. As argued above, the economic power of a certain group determines its political power, and the political power determines the policies which may privilege one social group over another (for instance, the policies privileging men at the cost of women; anchoring the hierarchy in families, communities and society; undermining the needs of women, and thus denying the freedom of opportunities and choices to the half of the population.) So far, as evidenced by Gini coefficient and various statistics, this is an increasing trend in Slovakia, constituting deep structural changes within communities and families.

“In 2007, Slovakia had the highest gross domestic product growth rate in the European Union, as its GDP growth rate reached … 10.4 percent.”
 “Although 2007 was exceptionally successful for Slovakia, the prognosis for 2008 remains equally positive and optimistic.”

This happy statement was proclaimed by SARIO before the hit of the world financial crisis in summer 2008. After the financial crisis spread around the world, Slovakia had to face numerous negative consequences of the crisis and of the development model it adopted. The economic downturn has caused growing unemployment in the country, starting with the industrial sector privileged during the competition for FDI. Since the industrial sector is most vulnerable to economic decline, in 2009 Slovak unemployment offices registered the greatest inflow of unemployed from this sector (38 489 unemployed; monthly average 3 207).
 The greatest number of unemployed consisted of young people, and almost ¼ of this group was located in the economically weakest Presov region (almost 25 % unemployed). Mitigation of negative impacts of financial crisis was attempted by the financial incentive to upkeep the employment (EUR 442 average from public funds per job position, total 22 000 jobs kept by this support in 2009).
 In February 2009, Slovak government amended the Act on Investment Aid (again) to alleviate the effects of financial crisis and economic recession on Slovak economy. The main purpose of the amendment was to make the provision of state aid “more attractive for a wider range of businesses” and motivate them to choose Slovakia for their businesses establishment and investment, which would create more jobs in the country. Government strategy for this motivation was easing of investment requirements and lowering down already low standards of competition for foreign investors. For instance, the minimum value of long-term tangible and intangible assets investment in the industrial production sector was reduced from EUR 26,555,135 to the half of the original amount. In case of investment in regions with an unemployment rate exceeding the average unemployment rate in Slovakia, the amount would be reduced to only EUR 6,638,783.75. The share of new production and technology equipment intended for production purposes was reduced from 60 % of the total value of long-term tangible and intangible assets to 40 %.
 The crisis, which are inherent in the capitalist system as such, have produced the race to the bottom effect in terms of investment requirements.
Neoliberal policy opposes creation of jobs directly by government and considers it artificial. While from the market point of view it may be “artificial,” it is not artificial when striving for maximization of society welfare rather then for maximization of profit.
 In response to competition state as a development policy of government, Slovak civil society pointed out that the amount of investment incentives per created job place exceeds largely expenses that would be used for creation of jobs by micro finance loans, state interventions and similar means.
 The advantage of micro finance loans is also that they are recoverable and may be reused for new job creation, unlike incentives benefiting only capital embodied in large TNC. Considering all the interventions that government had to perform for “free” market functioning (numerous structural reforms, repeated amendments of the Act on Investments, Labour and Commercial Codes and tax regulation), the neoliberal claim about the spontaneity of the market-led development, the invisible hand of the market, the effect of triggering down the development in all parts of the country, etc. prove untruthful. Slovak government had to constantly adopt new policies, reforms and measures to make the “free” market and the competition state work. It was continuously intervening into the market to correct its failures and to prevent the deepening of negative effects of crisis. The state had to intercede to mitigate the growing inequalities between regions and many other problems, which were caused by the very policies that claim the minimum state as the ideal. It has been argued by neoliberals that interventions of government into the “free” market, such as investment subsidies and related regulations are not market interventions per se, but “a reflection of global market over investment,”
 the expression of greater demand of FDI than supply. It has also been argued that these interventions only “regenerate” productive forces of the market. However, at the example of the transformation of Slovak Republic into competition state, we may see that all the reforms and policies implemented not only in a transition period, but also constantly fifteen years from when the transition started, interventions of government into the already “free” market, no matter how they are called by globalizing officials, intellectuals or professionals, are unavoidable to keep the whole strategy for development together. Rather than minimal state, strong state machinery is required for this model of development and, as has been argued by neo-Marxists, the capital needs the strong state as its agency to permeate national borders and take advantage of what is inside. Neither the neoliberal thesis of universality of benefits from FDI was confirmed; instead, serious regional disparities existing in Slovakia subsisted, as pointed out above. Despite the robust economic growth in the examined years, many social and human indicators have deteriorated, social distress was rising and restructuring of the economy implemented have not triggered social improvements.
 This has been a systematic finding of all the National Human Development Reports of UNDP, which “have shown repeatedly that economic growth does not automatically translate into human development,” unless a positive link between growth and human lives is created through national policies.
 The competition state also proves to be an instrument weakening the bargaining power of the national working class, leaving it vulnerable to external pressures, global crisis, and the race to the bottom. It is a strategy that weakens the bargaining power of global labour, as witnessed in the CE region, where workers of Slovakia compete with workers of Czech Republic, Hungary and Poland for FDI by laying down their labour rights and lowering down the price of their human existence. This pattern seems to be perpetuating itself in the course of history: since over the years, Slovakia has been the most underdeveloped land in the CE region, and this has been enabled by the conditions created by the then-ruling classes (uneven development in the years of Czechoslovakia and also during the Austrian-Hungarian Empire). Today, the law of uneven development is still in motion and we witness greater disparities and greater hostility between the social classes of the CE neighbouring nations, which may one day result to a more serious conflict.
5.2. A Case Study: Foreign Direct Investments in Automotive Industry

5.2.1. Government's Negotiations with Automotive Industry

“The expansion of production at Volkswagen, not only in its Bratislava plant, but also in other locations throughout Slovakia, is a matter of public interest.”

Ivan Miklos, then Deputee Prime Minister for Economy in Slovakia, 1999

This part of the paper looks closer at the process of negotiations of Slovak government with transnational corporations intending to establish automobile production plants in Slovakia and follow-up processes required to secure the investment and the establishment of production. It attempts to examine the dynamics of relations between the state and representing government officials, transnational corporations and other involved interest groups. Analysing the behaviour of government in the process of these negotiations and related activities, in this section we attempt to discover what is the real impact of the competition state on life in Slovakia and how does it promote economic and human development within the country.
Investments in large automotive industry projects were in early years of the competition for FDI considered by Slovak government as priority projects, since they were able to create numerous jobs at once and provided at least a theoretical opportunity for smaller companies to get in supply and distribution network of a big car producer. In the country with high unemployment rate (up to 20 % at the time), job creation - or at least the proclamation of thereof - secured the support of masses. The fact that most of the jobs were low-skilled jobs in heavy industry, with non-stop production requiring employees to work on 12-hour shifts and on weekends did not stop government’s enthusiasm. It seems that the economic restructuring recommended by IMF and the World Bank, which was implemented in early 1990s and which caused strikingly high unemployment in the country “prepared” the population to accept any kind of job available. Indeed, the report on social situation of populations reveals that “low-skilled unemployed and long-registered unemployed declared willingness to work at any job at any cost, regardless the wage, working time and terms of working contract.”

The first large investor - not only in automotive industry - was WW Volkswagen, who started its production in Bratislava region in 1991. The effect on unemployment in the region was indisputable: thanks to this investment project, thousands of people found job, either directly in the Volkswagen factory, or in a supplier chain. The whole region benefited economically from the growth of production in Volkswagen. Since it was considered a national success, the government officials announced that the expansion of Volkswagen production in all locations of Slovakia is the matter of public interest. The notion of public interest is not defined by Slovak law, since it is a powerful notion that justifies serious interventions of state to basic human rights of individuals (for instance to the right of property; according to the Slovak Constitution, expropriation of land and property may be executed without the consent of the owner, if it is in the matter of public interest). Therefore, it is exclusively left for the relevant authority to judge in different cases ad hoc, whether certain issue is or is not the matter of public interest. For the government to proclaim the identity of the interest of the whole country with the interest of the large private corporation was not only the fraud on its power (ultra vires), it was also a serious encroachment to the basic principle of democratic government: the principle of the separation of powers, because the government was not entitled to such proclamation. The very principle of the separation of powers exists to protect the people from arbitrariness of state authorities, but when this principle is contravened, it threatens the essence of the quality of life in the country: the indefatigability of human rights.
In 1999, a special law was passed to remove the land procedure problems with regards to significant investments, which empowered the government to decide about chosen investments that they are the matter of public interest.
 This law generally gave government the permission to enrich investing TNC at the cost of individuals, whose real estate property happened to be in the locality the capital was interested in. Even worse was it made by the fact that until 2003 expropriation remuneration was paid based on the obsolete decree, not on the real market value of the land property, which made the whole procedure unjust and unconstitutional.

Another related issue is, that the expansion of Volkswagen was considered a matter of public interest in all locations of Slovakia, and the government promised to do “anything in its power”
 to support Volkswagen in the construction of the production plant for car components in the north of Slovakia, including sponsoring this construction by SKK 281 million. Without taking into consideration any relevant regional or environmental analysis or alternative initiatives for development that might have had the same positive impact on unemployment as car production plants of Volkswagen, government quickly consented to support business plans of Volkswagen. Competition state was ready and on its move to “side-step substantive democracy and any debates over 'development.'”

Why are state officials willing to go so far in order to satisfy private company? Comparison of the economic power of Volkswagen and the state may explain some of it. The economic power of this transnational corporation increases the economic power of Slovakia multiply: in 1998, the income of the transnational corporation was over USD 75 billion, while the income of the Slovak Republic was only USD 4, 5 billion (15 times less). Despite that gloomy difference in incomes, the government still generously supported transnational corporation and its business activities in Slovakia financially (!). Volkswagen received following incentives and benefits: tax holiday for 5 years, cutback on taxes for another 5 years, cutback of the payments to the Social Insurance fond for its employees, custom advantages, construction of highway and railway infrastructure directly to the car plant, construction of 2000 apartments for the company, and the adjustment of school books to prepare young generation for the needs of automotive industry.

Concern Volkswagen was later followed to Slovakia by more automotive projects, the biggest ones are PSA Peugeot Citroen (investment USD 850 million, Trnava region); Hyundai Kia (investment USD 1, 5 billion, Zilina region), and a USD 400 million gearbox plant by Getrag Ford (Kosice region). In its analysis of automotive industry in Slovakia, SARIO considered this an evidence of the demonstration effect of the Volkswagen investment (the success of Volkswagen was followed by other investors and drown them to the country). Whether this was entirely the result of demonstration effect or the result of charitable incentives of government and benefits that the country continued to offer, it is difficult to say. The government was determined to give to foreign investor what was needed in order to assure he chooses Slovakia among other Central European countries, which competed for the same investment project. But how much is enough for foreign investors to bestow their favour upon a country? Despite all the ranking in competitiveness, low labour costs, low tax rate and other comparative advantages, the government still had to offer other benefits to buy the foreign investor. In some cases, authorities even went too far to attract capital, as it was in the case of unsuccessful bidding for BMW investment in a green field in Banska Bystrica region, where they were willing to sacrifice not only considerable amount of public funds, but also democratic processes and the rights of individuals to please foreign capital. The main problem occurred was the existing land-use plan, which originally did not count on industrial zone and the procedure to amend the land-use plan would have to involve all stakeholders (up to 5000 landowners) and public. Since this procedure would have taken too long for the foreign investor to wait, authorities decided to use the law to expropriate the land in public interest (the number of jobs created would justify the qualification of the case as public interest). Too often in the process of bidding for foreign investors or in the process of investment agreement creation “circumvention and violation of rules and regulations are legitimized and justified by the hegemonic frame of job creation and development.”
 Government also decided to pay for the needed infrastructure, closure of two functioning farms and for the land itself, but this was considered as least Slovakia could do to get the favour of BMW. Another issues involved, such as accelerating EIA procedure, land acquisition and building construction permit procedure, were considered as technical problems only.
 In this case, government representatives, SARIO and municipal authorities of Banska Bystrica cooperated in harmony to achieve the goal of getting the investor to choose proposed localization. They were most likely convinced that they are acting in the best interest of Banska Bystrica residents and other Slovak taxpayers, because “the intervention of NGO representatives, stating that it was necessary to compare the expected state subsidy with expected benefits of the investment and to make an economic analysis comparing the investment with other possible developmental projects, was met only with surprise among other participants of the meeting.”

Another investment project Hyundai Kia in Zilina region has been implemented based on the investment agreement, according to which Hyundai Kia received from Slovak government EU specified top limit of a “direct stimuli 170 mil EUR, a promise to provide incentives to all subcontractors, infrastructure investment, highway construction of SKK 22 billion, airport reconstruction, a newly built village for the company’s management, luxurious housing in Bratislava worth 40 mil. EUR, pledge not to increase corporation tax and other related taxes for four years, pledge not to increase VAT on cars, and pledge not to increase employment and social protection.”
 The pledge regarding the VAT and other taxes, as well as the pledge not to increase employment and social protection were justified by the argument that healthy business environment has to be stable and frequent changes in legislation do not help to build it up. Despite veracity of this argument, the pledge of Slovak government with Hyundai Kia, say the least, “harms broader social groups.”
 As has been pointed out, “circumvention and violation of democratic processes and the rule of law including exclusion of some social groups from decision-making processes is neither necessary precondition of stable environment nor price worth paying for it.”

Next hot spot of the investment agreement with Hyundai Kia was the land for the construction of the production plant. The plant was built on the green field, which consisted of small ground-plots owned by more than 1000 people. The government bound itself in the investment agreement to secure the land for foreign investor and to deal with all necessary procedures. However, years after the investment agreement was signed, the land question is still not solved. The problem was caused by a questionable process of repurchase of the land from its rightful owners, who did not intend to sell their land. Due to the pressure from government and from various groups supportive of the investment (municipal officials, potential suppliers, etc.), owners were forced to sell their land after all. Comprador service sector used ideology of job creation and money incentives “to silence any resistance.”
 Owners had to sell their land for the price determined by the authorities, not for the full market price reflecting the true value of the land after the announcement of the locality for Hyundai Kia. Owners who did not make an agreement to sell the land were simply expropriated. The expropriation was justified by classification of Hyundai Kia plant construction as a matter of public interest, based on the special law passed exclusively for the purpose of negotiation with foreign investors. As witnessed in the case of Slovakia, the competition state is willing to increase the protection of investors against the expropriation of their property, while loosing the protection of its own citizens against the expropriation of their property. The owners who were expropriated got even lower price for their land, the price that was set by the outdated decree. However, the owners have appealed to the Constitutional Court to re-examine the decision of state and municipal authorities regarding the expropriation and the remuneration amount, and last year the Constitutional Court sentenced the expropriation procedure illegitimate. The sentence restored the ownership of the land under the already-built car plant to its rightful owners.
 These events provide an evidence of the fact that within competition state, particularly during the process of the competition for FDI, there is an ongoing transformation of relations between the state and transnational capital, in which the former uses its authority to satisfy the latter, while violating constitutional rights and freedoms of individuals. Government officials and bureaucrats, with the support of involved interest groups (municipal officials, domestic capital dealing in business with transnational capital, etc.) uses ideologies (in this case job creation, increased production and followed economic growth benefiting the whole region) to “link interest of everybody in the community to the interest of particular investor and present it as “general interest,””
 just as it was the case of the special law justifying expropriation of property for significant investments. Human development in terms of freedom of choices and opportunities was harshly hampered by preventing the owners of the land from exercising their freedom of choice how to use their own property, and this freedom was taken from them in order to serve the interest of private capital. The freedom of choice is in such cases taken also from the whole community. Community is in many different ways (such as environmental pollution, noise, aesthetics, intensified traffic etc.) affected by the construction of the giant production plant in the region. Nevertheless, struggling with the high unemployment and at the same time fed by the ideology of a mobile capital that is free to choose any other location for its activities if the community does not comply with its requests, it is pressured to cooperate (sell their land, accept expropriation, accept the construction of the factory) and suffer undemocratic treatment within these, officially lawful, procedures. The thesis on weakening bargaining power of the workforce proves pitifully truthful.
Investment project Hyundai Kia did create all together 3 321 jobs in the region,
 and produced positive effects in terms of developing a rich supplier network from local companies (up to 53 per cent of its suppliers are domestic businesses), intensification of business relations in the region, consecutive investments in related sectors (textile and plastic components for car production, establishment of other Korean companies in region, such as Dong Wong Metal Industry, Dong Hee, Mobis, Hysco) and secondary job creation in the region.
 On the other hand, every created job position cost nearly SKK 4 million from public funds. For comparison, state support for creation a self-employment job by starting one’s own business is 35 times lower, what, together with the above described non-monetary costs of the implementation of the project, justifies concerns about its expediency: whose benefit was the project really meant for? Was it meant for the benefit of people in Slovakia or for foreign capital?

Investment agreements between government and respective TNC deal with considerable amounts spend from public finances and stipulate conditions that affect the whole country, such as the use of state property, future policy in certain economic, labour and social matters, tax issues, and so on. Since taxpayers have right to be informed about how public finances are spent, Act on Free Access to Information guarantees Slovak public the access to information with regards to public finance and state property manipulation. Free access to information increases transparency of public finance management and prevents corruption, which is a basic precondition for human development. The problem aroused with the coming of foreign investors, who wished for their dealings with government to stay undisclosed. Both Hyundai Mobis and Kia Motors Corporation denoted the whole content of their agreements as trade secret, PSA Peugeot Citroen demanded taciturnity and they all insisted on the confidentiality of investment agreements up to the point of threatening to sue the Slovak Republic for breach of investment agreement in case of publishing any part of it or letting the third parties see their content. Under the Slovak law, documents in disposal of government bodies (including investment agreements) have to be published upon request, even without the approval of investing party, except the paragraphs containing trade secret. But because the whole investment agreements were denoted as a trade secret, public could not get detailed information about their content due to the argument of government that they contain trade secret and trade secret has to be respected under Slovak legislation. Here stood against each other the right of people to be informed, how the public funds from their taxes are spent, and the right of private corporation to the protection of its trade secret.
It has been said that the invisible hand of market may be replaced by the hand of government, but the hand of government must be visible: dealings of government have to be exposed to public scrutiny. Transparency is required to prevent corruption; and transparency means a sincere and comprehensive openness, which allows active participation of the entire community in the process of public resources governance. The emphasis on secrecy and confidentiality of investment agreements harms the transparency of implementing investment projects, excludes concerned stakeholders (population, taxpayers, future employees, civil society, etc.) from the public discussion on the benefits of the chosen development strategy and may breed corruption. So why was the interest of capital prioritized over the interest of the population?
Forenamed investors used their mobility as a threat to ensure that government would accept the whole agreement to be denoted as a trade secret. They also used the threat of costly international law-suit. This may not have been necessary, since there is a reason to believe that the government did not have interest on publishing the content of the agreements, either. After Slovak parliament required government to reveal the details of the deal, government was reluctant to cooperate and argued that this would “harm the credibility of investment environment,”
 because the lost of the trust of foreign investors and decrease chances of Slovak Republic in the international competition for FDI. The government thus based its credibility, and the credibility of the whole country, on the manifestation of confidence from foreign investors. Government did not express any similar concerns regarding the lost of trust of its own citizens. The goodwill and favour of the transnational capital seemed to be more important then the protection of the rights of the citizens, on the vote of which the whole legitimacy of that government rested.

The expansion of the automotive industry in Slovakia has raised early concerns of some about creditworthiness were there to be problems in this industry, which were dismantled by the response of the World Bank, arguing that since only something less than half of the total amount of FDI has gone to the automotive sector, the risk is manageable. The World Bank acknowledged, though, that “a serious downturn in this sector would have a noticeable impact on the economy” and that “more important than the macroeconomic risks are risks arising from the fact that three-fourths of automotive sector investment is in the Bratislava region, so that a downturn would pose problems for this region. Thus, prudent macroeconomic management would call for the development of infrastructure in other regions of the country to relax constraints on development there.”

High concentration of FDI in Slovakia into automotive industry has caused high specialization of Slovak economy, which, as acknowledged above, makes Slovak economy more dependent on a demand from abroad and makes it also more vulnerable to external factors such as financial crisis or downturn in the sector. This has been visible in the aftermath of the financial crisis, especially during 2009, when all large investors in automotive industry in Slovakia experienced problems with the demand. High specialization of economy in general is caused by the effort of capital to reduce costs of labour and increase productivity of labour.
 There is the price to pay for the achieved economic growth. It is obvious that the provision of capital provides much more flexibility than labour. The more the volume of available capital grows, the more so grows its flexibility, which enables capital to take advantage of differences between countries.
 Financial crisis contributes to the vicious circle of the labour exploitation, since during the crisis states desperately try even more to recover their depressed economies by attracting new investors on even more “improved” investment climate. The retrenchment of welfare and labour benefits continues and countries lower down even more their protectionist measures, which leave population as well as the country itself in deeper dependency and vulnerability to external influences than before.
6. Conclusion
The main objective of this research paper was to provide an understanding of how Slovakia as a competition state, in its pursuit of FDI, undergoes deep structural transformations in political, social and economic relations between main economic and political agents in the country, and what are the effects of these transformations on the human development in the context of capitalist globalization.

The analysis of the origins of the competition state in Slovakia revealed that specific economic, political and historical conditions existing in the transition period in 1990s in Slovakia and in the whole CE region acted as factors encouraging the adoption of the competition state as a development strategy. As the main internal determinants of this process we have analyzed disillusionment with the previous illegitimate regime leading Slovakia into isolation from its European neighbors; the economic crisis and monumental unemployment in the country, and the historical legacy of distrust towards protectionist policies. Examining the broader perspective, the study suggests that the competition state was not established purely as a result of internal forces, but rather it was outlined for Slovakia by powerful external actors, namely the World Bank, IMF and EU and imposed on it from above, as a result of the cooperation of these institutions with the domestic elite represented in the government of Mikulas Dzurinda, state agencies such as SARIO and officials in municipal authorities. The examination of the evolution of the neoliberal model of development in Slovakia confirms that it is a political project anchoring in the whole CE region by the interaction of social forces in neighboring countries. It also reveals that the implementation of this project sidesteps democracy, alternative solutions and any discussions on development attempted by the population from below: despite the legitimacy crisis of the IFI, their assistance with the development strategy was prioritized over the expressed needs and concerns of the citizens of Slovakia. We may conclude that, in the context of economic globalization, the competition state in Slovakia was adopted as a result of the dominance of the interests of transnational capital on the global level, the interest of which is not just to make the profit, but to maximize it by exploiting the differences in local economies in the CE region denoted as comparative advantage, to which the competition model serves the best. This process of the competition state implementation was promoted and advanced by IFI and supported by fractions of national and transnational capital in the whole CE region.
Presented data and case study teaches us that the strategy chosen by the government for the development of the country has a multiple effect on individual, local, regional and national development. The specific conditions of the country have a tremendous importance in attaining success of the adopted development policy. In case of Slovakia in particular, the choice of low taxation, low labour costs and high government incentives to foreign investors created an ideal preconditions for the race to the bottom in wages, working conditions in Slovakia, regulation standards and other factors that (for now) assure economic growth of the country. This has been most evident in the aftermath of the world financial crisis of 2008, together with the increased dependency of Slovak economy on external factors, “easy come, easy go” GDP growth and job creation, lower environmental and social standards and the diminishing economic sovereignty of the state. The examination of collected data leaves no doubt that the competition for FDI have a different impact on the life quality of different individuals: growing inequality between regions and gender define the main social group who benefit from the FDI attracting policies of Slovak government (men, western part of the country, especially Bratislava region) and the groups who loose in the process (women, eastern part of the country, mainly the inhabitants of Presov region). The freedom of choices and opportunities of the latter social groups is severely limited, and even though the government tried to mitigate the negative effects of growing inequality in the country, it has proved rather counterproductive.
The process of competition for FDI also reveals that the economic and political power of the capital embodied in TNC significantly exceeds the power of the state and its citizens and is able to dictate the conditions of their relations. The shift in power relations towards the asymmetry in favour of the capital is a reason, but also a result of the economic globalization. The deeper the involvement of Slovakia into the global market dominated by the powerful corporations, the greater is the deformation of its economic, labour and social policies and the lower is the bargaining power of the national workforce. It is a trans-border class conflict ongoing between transnational capital and the Slovak working class. This indirectly contributes to the weak bargaining power of the labour class in the whole CE region, where organized labour inherited negative connotation from the communist times and now suffers even greater weakening due to the competition of the national workforce between each other.
With regards to the labour policy of the competition state, the increasing informalization and flexibilization of labour market and downward pressure on wages and social protection causing a “competitive insecurity” of workers and families justify a serious doubt that these policies are meant to enhance the well-being of the population. Despite the fact that the inflow of FDI in Slovakia has had a positive impact on job creation, the jobs created were mainly of the worst category, which enabled the brain drain in Slovakia to continue. Considering the decline of the automotive industry, they are also short-term jobs, economically not perspective (manufacturing jobs in production) and do not serve the interests of population as much as the interests of the capital (as would, for instance, jobs in health care and education sector). They also had to be kept by the government artificially during the financial crisis by the incentives paid from public resources to private companies in order to avoid layoffs. The increasing structural dependence of Slovakia on the automotive industry is another negative element of the chosen development strategy, threatening both economic and human development in the country and making it vulnerable to crisis, which repeatedly occur in the capitalist system. The rise in nominal an real wages in the mid of 2000s and consumption has been considered a positive outcome of the presence of foreign capital in the country; however, it went hand in hand with longer working hours, lesser social protection, and the community life devastation. The analyses of the relations of Slovak government and the largest investors suggest that the weakness of the competition state consists in the quality, not in quantity of its intervention to economy. The main argument of neo-classical perspective on the “free” and spontaneous market requiring just minimal government interventions proved to be completely incorrect. The opposite is true: the establishment and functioning of the neoliberal model in Slovakia required countless interventions of government to economy and countless corrections of market failure caused by the size and power of TNC and dangers of the competition. The serious negative side-effects of this included decreased transparency level in the country and decreased democracy, the viability of which is an essential precondition for human development.
In international rankings, Slovakia was ranked the 36th freest economy in the world and 47th most competitive. This international success, however, did not transpose into the betterment of life of all segments of Slovak population. To assess clearly the impact of the competition state on development is thorny due to the fact that notion of development is understood both in economic terms as well as in terms of the development of human capital. However, the analyzed case study showed that the interests of capital are widely prioritized by national elites over the interests of the Slovak citizens; that the freedom of market in Slovakia is advocated above the freedom of individuals’ choices and opportunities; that the rights of investors are better protected than rights of workers and weakest members of the society; that benefits of the current development strategy for the TNC (such as luxury housing) drastically exceed the benefits for the Slovak population (low-skilled jobs to secure survival). This must be sufficient to undermine the legitimacy of the government that has allowed it.
Wrapping up, dramatically changed power structure of social relations in Slovakia happened - or was designed - at the cost of the majority of the population. The competition state has so far manifested more negative than positive effect on the human development in the country, though certain positive effects on economic development have to be acknowledged. Should it have a better impact on the life in Slovakia, there are many concepts within this strategy, starting with the comparative advantage of Slovakia and the notion of development itself, that have to be redefined. However, this paper maintains a hope that if the process of ongoing transformation of international economic and political power relations and the nature of capitalist globalization was properly understood by the Slovak government, and if the government officials returned to their original purpose of serving the people they were elected by, the competition state in Slovakia would be dismantled.
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8. Annexes

Annex I:
Numbers on Main Investments in Automotive Industry
PSA Peugeot Citroën

Investment Amount: 739 + 350 million EUR

Employed: 3 500 + 1 800 people

Planned production: 300 000 + 150 000 cars/year

KIA MOTORS CORPORATION

Investment Amount in 2004 – 2006: 1 100 +150 million EUR

Employed: 2 500 +750 people

Planned Production: 300 000 cars/year

WW Volkswagen Slovakia

Investment Amount in 1991 – 2006: more than 1 300 million EUR

Employed: 10000 people in Bratislava, 700 in Martin and 30 in Kosice

Planned Production: 300 000 cars/year
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Annex II:
Investor, Investment Amount, Employees, Location and Production
[image: image2.jpg]Vyska

Investor inveés:‘i::ie v 5 m:s‘::ie;n eou Lokalita Podnikatel'sky zamer
Volkswagen, Nemecko 1 300+ mil. 10 730 Bratislava Vyroba automobilov
Kia, JuZna Kérea 1 250 mil. 3250 Zilina Vyroba automobilov
if:;}:z:sgk?t Cltrogn, 1089 mil. 4 800 Trnava Vyroba automobilov
ﬁ::;ae?:kiord TeAnsmissions 300 mil. 750 Kechnec Vyroba prevodoviek
Visteon, USA 40 mil. 400 Nitra ‘éi’;":ig:fi‘;’g{ffgff:;pre
Johnson Controls, USA 20 mil. 550 Trendin Vyvoj a vyskum
Johnson Controls, USA 20 mil. 350 Luéenec XZ:s:nseﬁzskh
Miba, Rakusko 16-20 mil. 150 Vréble Vyroba ocelovych &asti
Vajeo SeaUfity Systers; 16,4 mil. 727 Kosice Vyroba mechanickych &asti
Francuzsko
Key Plastics, USA 12 mil. 400 D. Kubin Vyroba plastovych

komponentov




Annex III:
Investments into Automotive Industry
Annex IV:
Number of Employees in Automotive Industry
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Annex V:
Inflow of FDI to Slovakia
[image: image4.jpg]—e— Potet zamestnancov

120 000

100 000

80 000

60 000

40 000

20 000

0

2002 2003 2004 2005 2006 2007 2008* 2009* 2010*

2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008* | 2000% | 2010% |

Pocet

zamestnancov 66 875 66 875

50 214 54 680 ‘ 55 000 ‘ 57 376 76 875 | 86 875 100 000 |

Zdroj: ZAP SR, 19.11.2008 * nredpokladany vyvoij do roku 2010




Annex VII:
Economic Power of Capital
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