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respect in line with the interrupted GDP catching-up process and stagnation in the comparative price 

levels and real exchange rates. The last two years have, however, brought a renewed convergence 

trend which is likely to continue in the coming years. 

Figure 5 / Nominal compensation per employee (in EUR; EU-15 = 100) 

 

Source: Eurostat; AMECO database; own computations. 

CONCLUSION 

Twenty-five years after their ‘Velvet Divorce’, the Czech Republic and Slovakia have become quite 

similar as regards the level of their economic development. Ironically, they would thus now be much 

better suited – purely in economic terms – to share a common state than they were in the actual 

common history. There has been a significant convergence in their per capita GDP in PPS levels, labour 

productivity and price levels relative to the EU-15. The same applies to the current very similar wage 

levels (both in PPS and in euros). This means that Slovakia has managed to catch up to the EU-15 level 

more rapidly than its Czech counterpart which may be seen as a reward for its ambitious reform agenda 

in the run-up to EU accession as well as the subsequently accomplished liberalisation process under 

PM Dzurinda’s governments. On the other hand, the Czech Republic lagged behind, mainly in the 

1997-1999 period related to its currency and subsequent banking crises and also during the most recent 

recession of 2011-2013. A part of the lost ground is, however, now being regained thanks to the strong 

GDP growth rates recorded by the Czech economy in recent years. 

So far, the speed and pattern of the catching-up process in Slovakia has not been visibly affected by its 

euro adoption in 2009, except for in the run-up to its entry. But going forward, being in the eurozone 

implies that the price level convergence (and related real exchange rate appreciation) in Slovakia will 

have to proceed via an inflation differential vis-à-vis the eurozone average. On the other hand, the 

Czech Republic is likely to rely on a gradual nominal exchange rate appreciation trend as in the pre-

crisis period. 
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Twenty-five years of structural change 

BY DORIS HANZL-WEISS1 

INTRODUCTION 

Czechoslovakia ceased to exist on 31 December 1992 and the two new independent states emerged on 

1 January 1993. This split was also named the ‘Velvet Divorce’. During the following quarter century, 

Slovakia showed exceptionally strong growth performance which was stronger than in the Czech 

Republic – contrary to some initial expectations. Slovakia increased its GDP per capita level (in % of the 

EU-28 average) by 40 percentage points, from 37% in 1993 to 77% in 2016. The Czech Republic rose 

by only 27 percentage points during this period, starting at 61% of the EU average GDP level in 1993 

and going up to 88% in 2016 (for comparison: Hungary and Poland reached approximately 70%). What 

have been the reasons for this success especially in Slovakia? In this article, we search for an answer 

with a focus on structural issues during the 25 years of independence. 

Figure 1 / GDP per capita at current PPPs, European Union (28) average = 100 

 

Source: wiiw Annual Database incorporating national and Eurostat statistics. 

STRUCTURAL DIFFERENCES AT THE BEGINNING OF THE 1990S 

Looking back at the start of the 1990s, after the collapse of communism, former Czechoslovakia was 

struggling with a transformational recession. Having to cope with the breakup of former COMECON-

export markets, reorientation to the West and building up of market structures at home, GDP declined 

strongly between 1990 and 1993. However, Slovakia was hit harder than the Czech Republic. One of 

the reasons was related to structural issues. 
 

1  Many thanks to the assistance by Zdenek Lukas, wiiw’s long-standing former country expert for Slovakia. 
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Bohemia and Moravia were already among the highly industrialised regions before World War II 

whereas Slovakia was a largely agrarian area up until the second half of the 20th century. During the 

communist regime, Slovakia was industrialised in line with the common Stalinist pattern. The USSR 

considered Slovakia a strategically highly important region and supported the establishment of arms 

production and heavy industry on its territory. It was the main supplier of raw materials as well as the 

main customer of Slovakia’s arms production then. After the collapse of communism, the peace-oriented 

politics of the Federal Government – dominated by Czech politicians – led to the closure of many arms 

factories and – as two thirds of arms production was located in Slovakia – mainly hit Slovak firms.2 At 

least 35,000 people lost their jobs at that time.3 Dissatisfaction over this measure, which was perceived 

as unequal treatment of both constituent republics in reforms not taking into account the differences in 

production structures, was an important contributing factor to the dissolution of Czechoslovakia in 1993.4 

Figure 2 / Gross value added by sector, in % of total, 1995 and 2016 

  

Source: wiiw Annual Database. 

 

2  Lukas (1992). 
3  Fath et al. (1993). However, when taking into account also up- und downstream sectors, the estimated job losses were 

about 100,000. 
4  Lukas (1999). 
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A glimpse at the structure of the economy in 1995 shows that Slovakia had slightly larger shares in value 

added compared to the Czech Republic in agriculture, manufacturing, wholesale & retail trade, 

transportation & storage and financial services (see Figure 2, left hand panel). 

STRUCTURAL CHANGE THROUGH FDI 

Strong inflow of FDI helped to transform the economies both of the Czech and Slovak Republics. The 

inflow of FDI started to take off later in Slovakia than in the Czech Republic. The authoritarian regime of 

Vladimír Mečiar until 1998 left Slovakia in international isolation, non-transparent privatisation and 

cronyism. Only with the change of government in 1998 and the new government of Mikuláš Dzurinda 

were important reforms started and re-orientation towards the European Union began. The main drafter 

of the Slovak economic reforms at the time was the Minister of Finance, Ivan Mikloš. Accession 

prospects and then accession to the EU, which finally took place on 1 January 2004, and later the euro 

introduction in 2009, stimulated necessary reforms again and increased the inflow of FDI into Slovakia.5 

Overall, by 2016, the Czech Republic had possessed more FDI stock per capita (EUR 10,333) than 

Slovakia (EUR 7,635). The structure of FDI stock was, however, very similar: 33% went into 

manufacturing in both countries, 27% (CZ) and 25% (SK) into the financial and insurance sector and 

10% (CZ) and 9% (SK) into wholesale and retail trade. 

FDI helped structural change (see Figure 2, right-hand panel). Quite interestingly, manufacturing in both 

countries retained its overall importance. While in the Czech Republic, the share of manufacturing even 

grew by 3pp until 2016 and now holds 27% of gross value added (GVA), in Slovakia it declined by 3 pp 

and now holds 24% of GVA. Overall, the inclusion of both countries in the German-Central European 

supply chains – together with Hungary and Poland – has helped to retain a large manufacturing sector in 

both countries.6 As a consequence, the Czech Republic and Slovakia now belong to the European 

manufacturing ‘core’ countries. 

Other changes in the output structure occurred as well: The share of agriculture declined in both 

countries by 2 pp of GVA. In the Czech Republic, the construction sector became smaller (-2pp) while 

the information & communication sector, on the contrary, grew (+2pp). In Slovakia, the construction 

sector as well as professional, scientific & technical activities gained in importance (+3pp) while the 

financial sector lost some space (-2.5pp). 

STRUCTURAL SIMILARITIES IN MANUFACTURING TODAY 

Within manufacturing, the main recipient of FDI in both countries has been the automotive industry. This 

sector accounted for nearly 30% of total FDI stock in the Czech Republic (2013) and 21% in Slovakia 

(2014).7 In fact, in both countries, Volkswagen has been one of the major investors having arrived in 

Czechoslovakia in 1991. Volkswagen formed joint-ventures with already existing car producers which 

then became Škoda Auto and VW Bratislava respectively, laying the foundations for a revitalised 

automotive industry in both countries. 

 

5  Hanzl-Weiss (2013), Stolarik (2016). 
6  IMF (2013). 
7  Latest data available. 
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After this first wave of privatisation and investments in the 1990s, the automotive industry in both 

countries continued to attract FDI in the 2000s as well. Choosing Slovakia, PSA Peugeot Citröen 

announced plans to build a greenfield car plant in 2003 in Trnava followed by Kia Motors in 2004 in 

Žilina. Production started in both plants in 2006. Locating in the Czech Republic, Toyota Peugeot 

Citröen made an investment decision in 2002 and started production in early 2005 in Kolín. Hyundai 

announced plans to invest in the Czech Republic in 2005, following its sister company KIA, and the plant 

was completed in 2008 in Nošovice (right at the Czech border to Slovakia). With production of about 1 

million passenger cars in 2016, Slovakia is now the largest per capita car producer in the world. The 

Czech Republic produced about 1.3 million passenger cars in 2016. Currently, Jaguar Land Rover is 

building a car production site in Slovakia (in Nitra), which plans to start operation at the end of 

2018/2019, and thus become Slovakia’s fourth major car producer. 

The production structures within manufacturing are quite similar in the Czech Republic and Slovakia as 

well (see Figure 3 and Figure 4). The automotive industry is the largest sector in both countries, 

accounting for 35% of manufacturing output in Slovakia and 28% in the Czech Republic. The second 

most important sector is the basic metals & fabricated metal products sector, with shares of 14% (SK) 

and 13% (CZ), followed by the computer, electronic and optical products sector which accounts for 8% 

of manufacturing output in both countries. 

In 2016 the average share of value added in total manufacturing output was 22% for Slovakia and 28% 

for the Czech Republic. For the automotive industry, however, due to the importance of imports of many 

car parts, this share was decisively smaller and reached only 12% in Slovakia and 20% in the Czech 

Republic. 

Figure 3 / Czech Republic: Manufacturing structure over time and FDI inward stock for 2013, 

in % of total manufacturing output 

 

Source: Eurostat, wiiw FDI Database. 
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Figure 4 / Slovakia: Manufacturing structure over time and FDI inward stock for 2014, in % of 

total manufacturing output 

 

Source: Eurostat, wiiw FDI Database. 

Forming the basis of manufacturing structure, the largest manufacturing companies in both countries 

belong to the same sectors (see Table 1): the automotive sector as well as the petroleum and metals 

sectors. While the automotive sector had a successful year 2016, petroleum and metals companies 

performed negatively. 

Table 1 / Largest manufacturing companies in the combined market of the Czech Republic 

and Slovakia 

 

Rank 

TOP 500 1) Country Company Name Sector 

Turnover 

in EUR  

mn, 2016 

Change in 

turnover 

2015/2016 

Employment 

2016 

         

1 2  CZ ŠKODA AUTO A.S. Automotive & transport 12,876 10.5 23,700 

2 5  SK VOLKSWAGEN SLOVAKIA A.S. Automotive & transport 7,587 5.0 12,300 

3 10  SK KIA MOTORS SLOVAKIA S.R.O. Automotive & transport 5,566 9.7 3,605 

4 11  CZ HYUNDAI MOTOR MANUFACTRUING CZECH S.R.O. Automotive & transport 5,282 13.6 2,585 

5 26  CZ UNIPETROL RPA, S.R.O. Minerals, chemicals, petroleum, plastics 

& pharma 

3,047 -19.4 1,800 

6 27  SK SLOVNAFT A.S. Minerals, chemicals, petroleum, plastics 

& pharma 

2,906 -14.9 2,316 

7 29  SK SAMSUNG ELECTRONICS SLOVAKIA S.R.O. Electronics, information & 

telecommunication 

2,841 2.5 1,457 

8 37  SK PCA SLOVAKIA S.R.O. Automotive & transport 2,510 2.6 2,535 

9 51  CZ CONTINENTAL AUTOMOTIVE CZECH REPUBLIC S.R.O. Automotive & transport 2,148 8.4 7,000 

10 54  CZ CONTINENTAL BARUM S.R.O. Automotive & transport 2,088 -2.2 3,600 

11 60  SK U.S. STEEL KOŠICE S.R.O. Metals 2,017 -3.0 10,093 

12 65  CZ MORAVIA STEEL A.S. Metals 1,867 -12.3 300 

Note: 1) Based on the list from COFACE (2017), COFACE CEE TOP 500 RANKING. 
Source: COFACE (2017). 
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CONCLUDING REMARKS 

Both the Czech Republic and Slovakia performed well after the split of the former Czechoslovakia and 

increased their GDP per capita levels extraordinarily well since then. In addition, both countries 

managed to build up similar economic structures over the last 25 years, whereby the role of 

manufacturing in the Czech Republic has increased, while that in Slovakia, on the contrary, went down 

somewhat (reflecting not least the decline in military production in the course of transition). Both 

countries are now focusing heavily on the automotive industry, which greatly benefited from large inflows 

of FDI, and are closely integrated in cross-border value-added chains, particularly with Germany. 

However, as mentioned above, economic growth in Slovakia has been faster than in the Czech 

Republic. One of the reasons may have been better work moral given the persistently higher 

unemployment in Slovakia compared to the Czech Republic. In fact, the unemployed rate (LFS) was 5-7 

percentage points higher in Slovakia during the last ten years (in 2016, for instance, 4% in the Czech 

Republic and 9.7% in Slovakia). Indeed, Slovak workers might have had a lower willingness to strike in 

the past, leaving aside the most recent strike in Volkswagen Bratislava in June 2017. 

Good relations prevail further on between the two countries. The Czech Republic is Slovakia’s second 

most important trading partner after Germany and also vice versa: Slovakia is the second largest export 

partner (after Germany) for the Czech Republic. The similar language facilitates cross-border 

connections, both in cultural fields (studying at universities) and in the labour market. 
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The editors recommend for further reading∗ 

Protests in Iran 

On the dangers of regime change: https://www.theguardian.com/world/2018/jan/01/iran-enemies-wise-

not-wish-regime-change?CMP=Share_iOSApp_Other  

Iran’s path to democracy: https://www.foreignaffairs.com/reviews/review-essay/2017-12-12/reform-or-

revolution?cid=nlc-fa_fatoday-20180101  

Trump’s tax cuts 

Paul Krugman on corporate tax cuts in the US: https://www.nytimes.com/2017/12/24/opinion/trickle-

down-not-now-and-not-for-a-while-at-best-wonkish.html?partner=rss&emc=rss&_r=0  

On tax cuts lessons from the great depression: 

https://www.washingtonpost.com/news/posteverything/wp/2017/11/30/im-a-depression-historian-the-

gop-tax-bill-is-straight-out-of-1929/?utm_term=.d623d827b2a0  

Russia-US relations 

Is there a new Cold War? https://www.politico.com/magazine/story/2017/12/22/donald-trump-vladimir-

putin-cold-war-216157?lo=ap_e1 

On assurances given to Russia on NATO expansion: http://nationalinterest.org/blog/the-buzz/newly-

declassified-documents-gorbachev-told-nato-wouldnt-23629 

Miscellaneous 

On the rate of return in the last 150 years: http://voxeu.org/article/rate-return-everything  

On the success of industrial policy in South Korea: http://voxdev.org/topic/firms-trade/manufacturing-

revolutions-role-industrial-policy-south-korea-s-industrialisation?utm_source=dlvr.it&utm_medium=twitter  

On the geopolitics of reserve currencies: http://voxeu.org/article/geopolitics-international-currency-choice 

On immigration and real wages: https://mainlymacro.blogspot.co.at/2017/12/immigration-and-real-

wages-reality-and.html?m=1 

 

 

∗  Recommendation is not necessarily endorsement. The editors are grateful to Mahdi Ghodsi, Vladimir Gligorov and 
Mario Holzner for their valuable contribution to this section. 
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Monthly and quarterly statistics for Central, East 
and Southeast Europe 

The monthly and quarterly statistics cover 20 countries of the CESEE region. The graphical form of 

presenting statistical data is intended to facilitate the analysis of short-term macroeconomic 

developments. The set of indicators captures trends in the real and monetary sectors of the economy, 

in the labour market, as well as in the financial and external sectors. 

Baseline data and a variety of other monthly and quarterly statistics, country-specific definitions of 

indicators and methodological information on particular time series are available in the wiiw Monthly 

Database under: https://data.wiiw.ac.at/monthly-database.html. Users regularly interested in a certain 

set of indicators may create a personalised query which can then be quickly downloaded for updates 

each month. 

Conventional signs and abbreviations used 

% per cent 

ER exchange rate 

GDP Gross Domestic Product 

HICP Harmonized Index of Consumer Prices (for new EU Member States) 

LFS Labour Force Survey 

NPISHs  Non-profit institutions serving households 

p.a. per annum 

PPI Producer Price Index 

reg. registered 

The following national currencies are used: 

ALL Albanian lek HUF Hungarian forint RSD Serbian dinar 

BAM Bosnian convertible mark KZT Kazakh tenge RUB Russian rouble 

BGN Bulgarian lev  MKD Macedonian denar TRY Turkish lira 

CZK Czech koruna PLN Polish zloty UAH Ukrainian hryvnia 

HRK Croatian kuna RON Romanian leu  

EUR euro – national currency for Montenegro and for the euro-area countries Estonia (from 

January 2011, euro-fixed before), Latvia (from January 2014, euro-fixed before), Lithuania 

(from January 2015, euro-fixed before), Slovakia (from January 2009, euro-fixed before) and 

Slovenia (from January 2007, euro-fixed before). 

Sources of statistical data: Eurostat, National Statistical Offices, Central Banks and Public Employment 

Services; wiiw estimates.  
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Online database access 

       
 wiiw Annual Database wiiw Monthly Database wiiw FDI Database 

The wiiw databases are accessible via a simple web interface, with only one password needed to 

access all databases (and all wiiw publications).  

You may access the databases here: https://data.wiiw.ac.at. 

If you have not yet registered, you can do so here: https://wiiw.ac.at/register.html. 

Service package available  

We offer an additional service package that allows you to access all databases – a Premium 

Membership, at a price of € 2,300 (instead of € 2,000 as for the Basic Membership). Your usual package 

will, of course, remain available as well. 

For more information on database access for Members and on Membership conditions, please contact 

Ms. Gabriele Stanek (stanek@wiiw.ac.at), phone: (+43-1) 533 66 10-10. 
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Albania  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Bosnia and Herzegovina 

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Bulgaria  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Croatia  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Czech Republic  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Estonia  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Hungary  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Kazakhstan  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Latvia  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Lithuania  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Macedonia  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Montenegro  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Poland  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Romania  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Russia  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Serbia  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Slovakia  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Slovenia  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Turkey  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html  
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Ukraine  

 

*Positive values of the productivity component on the graph reflect decline in productivity and vice versa. 
**EUR based. 
 
Source: wiiw Monthly Database incorporating Eurostat and national statistics. 
Baseline data, country-specific definitions and methodological breaks in time series are available under: 
https://data.wiiw.ac.at/monthly-database.html 
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Index of subjects – January 2017 to January 2018 
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