N N N
I .
THE WILLIAM DAVIDSON INSTITUTE

AT THE UNIVERSITY OF MICHIGAN BUSINESS SCHOOL

Foreign Direct Investment as a Factor of Change: The
Case of Slovakia

by Sonia Ferencikova

Working Paper Number 201
February 1998

Comments Welcome

Presented in the Davidson Institute Research Workshop Organizational Change in
Transition Economies
Ann Arbor, Michigan
September 26-28, 1997

Copyright Sonia Ferencikova, 1998. Disseminated by the Davidson Institute with
permission of the author.




Foreign direct investment as a factor of change:
the case of Slovakia

by Sonia Ferencikova

Associate Professor of International Business
Department of International Business
University of Economics
Dolnozemska 1
852 19 Bratislava
Slovak Republic

tel. + 421 7 891 421
fax +4217 5812 302
e-mail: ferencik @euba.sk

This paper is a result of the examination of a number of foreign direct investment cases in Slovakia
since 1993. The research is based on interviews with expatriate and local enterprise managers, the
official statistical data and other government information, and review of information available in
international and Slovak economic press. The author gratefully acknowledges the support of the
William Davidson Institute and also thanks Dan Danison, Brad Farnsworth, Nandani Lynton,
Viado Pucik and Irina Zinovieva for their valuable comments on an earlier draft.



1. Introduction: FDI as a factor of change

In order for the transitional economies of Central and Eastern Europe (CEE) to be successful, it is
essential that large, previously state-owned socialist companies learn to operate under newly-
created market conditions. This ability to change depends on various internal and external factors.
One key factor is also foreign direct investment in indigenous companies and their gradual
transformation through the transfer of capital, technology, and know-how in various areas, as well
as from better access to foreign markets. These elements, together with importation of new
managerial ideas and practices, are critical to the process of enterprise change and restructuring in
transition economies. Local firms have to drive growth and change in these economies, but foreign
investment can also make a highly valuable contribution.

Conventional wisdom holds that foreign direct investment (FDI) will be an important force for
change, reconstruction, and growth in the exhausted Central and Eastern European economies
(UNCTAD, 1995: 104). The authors of the next report also argue that economic growth and FDI
inflows are closely related in CEE economies. They argue that their research results show that FDI
accelerates economic growth and that economic growth leads to more FDI, in a virtuous circle
(UNCTAD,1996: p. 66 - 67). They point out that the Visegrad or CEFTA (Central European Free
Trade Association) group (Poland, Hungary, the Czech Republic, the Slovak Republic, and
Slovenia) had the highest growth rates and accounted for over 65% of inflows to the CEE region in
1995.

FDI inflows to CEE have soared to record levels. Having remained stagnant in 1994, FDI inflows
to CEE nearly doubled in 1995, when they reached an estimated US$ 12 billion. In 1995, the
region of CEE accounted for 5% of world inflows, compared with only 1% in 1991. (The
expectation for the year 2000 is 10%). This growth was driven not only by waves of privatization,
but also by economic recovery in some countries, especially in CEFTA countries. FDI inflows to
the region have grown rapidly: FDI stock reached over US$ 63 billion in the first half of 1997
(Business Central Europe, 1997) compared with US$ 33 billion in 1995. The strongest proponents
of the role of FDI in CEE (see Dunning 1993: 20) argue that multinational enterprises supply many
of the necessary ingredients for economic growth, the reshaping of attitudes toward work and
wealth creation, the redesigning of the business and legal framework, etc. Paliwoda (1997: 27) also
underlines that the Central and Eastern European nations are seeking to regenerate their economies
quickly, which is a task in which FDI plays a pivotal role.

There are many articles about the role of FDI in transitional economies. While it may be accurate to
assert that the highest levels of restructuring are to be found in enterprises with FDI, the precise
nature of restructuring and change in these companies at the firm level, as well as their impact on
other local companies and their functional environment, has not yet been described and analyzed in
a systematic fashion. Case studies of enterprises with FDI are common: these usually describe the
changes, conflicts and results after the entry of a foreign investor into the previously state-owned
company (see for example Fogel, 1995, Nilsson, 1996).

Some authors point out that foreign investors should be more aware of the unique conditions in
CEE, particularly of the obstacles to organizational change, which include such internal factors as
unfavorable employee or managerial attitudes and incompetence, and external barriers, such as the
legal environment and structures for corporate governance (Petrice, 1995:14). On the other hand,
several authors, especially from CEE, have a different perspective: they try to evaluate the positive
and negative impacts of FDI on indigenous companies, and they do not pay attention to local
obstacles (Balazova, Valent, 1995, Outrata et al., 1996).



While many specialists emphasize the important and dynamic role of FDI in CEE economic
transition, several empirical studies point to the fact that the experience of FDI in the relatively
short period of transition is still uneven. Some studies focus on the implications of FDI for the
former East Germany (for example, see Grabher,1997), Hungary (see Sadler, Swain, 1994) or
Slovakia (see Ferencikova, Smith, 1997). A study of the Vienna-based WIIW research institute
done by G.Hunya (see Hunya, 1996), shows a dramatic dichotomy between multinationals and
local companies in Hungary, which is the biggest recipient of FDI among CEE countries. Hunya
concludes that companies with foreign involvement may well be the only dynamic part of the
Hungarian economy: they have clear strategies, invest more, restructure more rapidly, and have
modern technology, management, and Western market access. The issue is whether these
advantages benefit local companies and the Hungarian economy as a whole, as well as the question
of how to spread these positive features throughout the whole economy. Many companies with
FDI are modern islands of export-oriented processing and assembly, often with high unemployment
and abandoned capacities in traditional industries. Hungary's economic growth is slow, with a
rising current-account deficit, unemployment, and inflation. Foreign investors also contributed to
these problems via large initial lay-offs and a tendency to import more than they export. The
question is whether and when the major benefits of rapid restructuring and high investment inflow
should come.

- 2. Situation framework, aim and methodology: FDI in the Slovak manufacturing sector

The aim of this paper is to examine the impact of foreign investors on local companies and their
environment through a discussion of company case studies in the Slovak manufacturing sector. The
basic questions addressed by this research are as follows: How important is FDI as driver of
change in local companies and their environment ie. how strong is the influence of foreign
investors on various areas of activity of these companies and on their operational environment such
as the national economy? In which areas is the impact of FDI strongest and where is weaker than
expected? The chosen cases were all originally joint ventures, although some of them were
subsequently bought out by foreign investors. In my opinion the joint venture form is particularly
useful for examining internal change in local companies.

Each case study includes the impact of FDI on:

(1) change in the local company (joint venture): technology transfer, market access, the
transfer of management and marketing know-how, implementation of human resource
management, changes in the production profile as well as in the volume and quality of production,
and changes in overall productivity,

(2) change in the local parent company (impact of foreign investor on local partner): learning
process, the increase of cooperation or competition, impact on labor force,

(3) change in the local environment (economy) in which the joint venture operates: impact on
employment and labor force, diffusion of managerial ideas, impact on the local suppliers, the
increase of competition, marketing issues (better supply and services on the domestic market), and
export performance.

Manufacturing has been chosen because most FDI in Slovakia has been located in the
manufacturing sector (47,5% of FDI stock in 1996). The possibility of change resulting from FDI
is therefore likely to be significant in this sector (at the same time this sector will be the most
difficult to change and the most expected to change with regard to restructuring projects of Slovak
economy) . Finance and insurance have also received a large proportion of FDI (26%). The third
significant sector is wholesale and retail (18%). Although Slovakia has much potential for



tourism, hotels and restaurants have attracted only just over 1% of FDI. The share of the other
sectors (e.g. transport, construction) is also very low (about 1 - 2%).

The joint venture structure as a form of entry into the Slovak market is the most typical for
manufacturing: in 1995 in Slovakia 90% of FDI in manufacturing was placed in joint ventures, with
only 10% in wholly-owned subsidiaries. (Ferencikova, 1997a:9). Manufacturing has only a small
amount of greenfield investment or investment in wholly-owned companies because foreign
companies seek out production facilities with existing equipment, skill levels, market knowledge,
etc. At the same time, manufacturing requires a much higher volume of investment than, for
example, distribution or tourism and in this sense it is riskier. Therefore foreign companies prefer
to share capital costs and entrepreneurial risk in manufacturing by establishing joint ventures and
using existing capacities, at least at the first stages of their activity, when they are still testing the
environment and market. Many investors saw CEE as a prime site for access to new markets after
1989. Therefore they tried to ensure this access by building upon the local knowledge of existing
domestic firms. Furthermore, in many cases, they were required by the host government to enter
into joint ventures with state-owned firms.

Recently we have noticed a new trend in investor strategy, especially among large multinationals.
This trend we call the incremental take-over of ownership of joint ventures. In several instances in
Slovakia during the last two or three years, multinationals have steadily increased their equity share
in joint ventures (including the biggest investor in manufacturing, Volkswagen). There are a
number of reasons for this: (1) the global strategy of the MNC, (2) conflicts between the Slovak
parent and foreign investors over joint venture strategy and over the control of key services such as
energy (joint ventures are usually situated in the former plants of Slovak parent companies), (3) the
inability or unwillingness of the Slovak parent to match investment funds required to maintain
existing shares of ownership, and (4) financial problems in the Slovak parent company requiring
the sale of its shares in the joint venture (see Ferencikova, Smith, 1997: 8).

By the middle of 1996, altogether 9,419 entities with foreign involvement had been established in
Slovakia -- 3,793 (40%) of them were wholly-owned foreign companies with the volume of FDI of
SKK 11,862 mil. (US$ 395 mil.). 5,626 (60%) were joint ventures with the foreign capital totaling
SKK 12,343 mil. (US$ 411 mil.) and the domestic capital of SKK 8,803 mil. (US$ 293 mil.). It
means the average wholly-owned foreign company was very small -- it placed only US$ 104,000 in
its business in Slovakia. The average foreign participation in the joint venture was also low--US$
73,000. About 80% of all companies with FDI in Slovakia are even smaller: they have fewer than
20 employees (many of them have 1 - 2 employees) and the volume of FDI in such companies is
less than US$ 3,000. Typically, they import and sell foreign goods on the Slovak market, and it
would unrealistic to expect a big contribution to the change of local companies from companies of
this type. On the other hand, there were only 208 companies with more than SKK 10 million FDI
(about US$ 330,000) by the end of 1996, but their share of total FDI placed in Slovakia reached
92%. Therefore we expect this group to contribute to changes in local companies and the local
economy to a much greater extent than smaller investors and therefore the chosen cases are all
bigger investors (over SKK 10 million).!

All selected joint ventures in the sample manufacture sophisticated products belonging to either
engineering, electrotechnics, or the light chemical sector. These sectors are considered to be very
important for restructuring Slovak industry, in which heavy industries (metallurgy, heavy
engineering, chemical raw materials) traditionally play an important role. The choice of joint
ventures includes some small- and medium-sized companies as well as the biggest firm in this
category. The chosen companies were all originally joint ventures with the majority of parent



companies from developed economies, a half of them were subsequently bought out by the foreign
MNC. The sample includes six companies with volume of FDI: one of them is a company with the
largest volume of FDI placed in Slovak manufacturing (the category of investor with an investment
over SKK 1 billion), four companies attracted FDI ranging from SKK 100 million to SKK 1
billion, and the smallest company belongs to the group between SKK 10 million and SKK 100
million. The group also represents a variety of national sources of FDI (American, Austrian,
French, and German capital) and geographic diversity within Slovakia (the Slovak capital, Western,
Central and Eastern Slovakia).

As mentioned above, the sample consists of six companies. The first one -- a car producer
Volkswagen Bratislava, originally a Slovak-German joint venture - is the biggest foreign investor
in the industrial sector in Slovakia. This company is located in the Slovak capital Bratislava. As for
the volume of FDI, the next four companies belong to the category with the foreign contribution
between SKK 100 million and SKK 1 billion. Whirlpool Poprad, originally a Slovak-American
joint venture, produces washing machines in a small East Slovakian town called Poprad. The next
company - Alcatel SEL THL - is located in the even smaller town Liptovsky Hradok in Central
Slovakia. This German-French-Slovak joint venture produces telecommunication systems.
Detergents and other chemicals are being manufactured in Henkel, an Austrian company (originally
a Slovak-Austrian joint venture) with the plant in West Slovakian town Nove Mesto nad Vahom.
-Hoechst-Biotika - a Slovak-German joint venture is a pharmaceuticals producer with the
headquarters in a Central Slovakian town Martin. BC Torsion - a French-Slovak joint venture - is
the smallest examined joint venture established in a very small West Slovakian town Brezova pod
Bradlom. Its production program involves various types of fences and wires.

Table 1 Selected economic indicators of examined Slovak joint ventures in 1996

Company Share of investor Turnover| Profit Export | Share of | Numbers | Turnover
of per

original | current before export on]jemployees|employee

tax turnover
(%) (SKK mil) |(SKK mil} {(SKK mil) (%) (SKK mil)

Vokswagen 80 100 18 187 501 17 479 96 1955 53
W hipool 44 100 2 684 210 1517 57 348 7.7
AlatwlSELTHL 60 60 2331 227 1261 54 400 58
Henksl 51 100 1480 n 482 33 220 6,7
HoechstBbtkal 52 52 635 39 311 49 300 27
BC Tombdn 51 51 140 n i01 72 114 12

Source: Trend 1997c and internal materials of companies

Our attempt is to create a small, but as far as possible representative sample of manufacturing
companies of various sizes, locations, origins and contributions of parent companies in order to
determine common FDI-effects on them and their environments. To lesser extent, the choice was
also driven by the willingness of managers of these companies to cooperate in this project i.e. the
data were mostly collected through interviews with managers and from the internal materials of
companies. A lot of useful information was also obtained by monitoring the economic press and
the statistical surveys. Each study deals with five key points: (1) short history of the joint venture,
(2) internal processes of change and their results (3) management and employees, (4) suppliers and
distribution, (5) summary - the major areas of change.



3. Case studies of selected joint ventures in manufacturing sector in Slovakia

a) Volkswagen - BAZ case study
A joint venture as the fulfillment of an old dream to localize automotive production

History of the company

Built in 1975, BAZ (Bratislavske automobilove zavody - Bratislava's car factory) had never been
fully in use. Therefore, after the so-called velvet revolution in 1990, the government decided to
allow the entry of foreign capital into this factory to fulfill its original aim -- car production. After
winning a contest with General Motors for an 80% stake in BAZ, the German company started its
operations in Bratislava. Volkswagen became the biggest foreign investor in the industrial sector in
Slovakia and the second largest investor after the US retailer K-Mart." Volkswagen's motives for
entry were: (1) excellent location, with Bratislava situated at the old intersection of trade routes in
Europe on the Danube, only a few miles from the Austrian, Hungarian and now Czech markets, and
near the capitals of Vienna and Budapest; (2) an existing plant already tooled for car production;
(3) a skilled labor force; (4) the chance to open new markets in Central and Eastern Europe; (5) the
opportunity to obtain a key position in this area before its main competitors. The Slovak objectives
for the joint venture were as follows: (1) to begin car production in the plant, as it was originally
intended; (2) transfer of capital and technology; (3) to involve the Slovak parent company in the
network of suppliers for the joint venture and the Volkswagen group.

Established initially as the joint venture Volkswagen-BAZ in the 1991, the plant is now owned
fully by Volkswagen after a buy-out in 1994 of BAZ's 20% share. ™ As in other cases, the
establishment of full foreign ownership occurred after the Slovak parent company welcomed a
short term injection of cash to stay afloat in difficult circumstances. Also, as the German parent
increased its investment, the Slovak side was not able to follow.

Internal process of change

The biggest change in the company was the implementation of a production profile finally aimed at
car production. The Volkswagen corporate planners originally envisaged Bratislava solely as a
gearbox supplier for plants in Germany. This plan changed for several reasons: the skill level of
the workers, domestic market demand, and the need for Volkswagen to reduce the production costs
of special editions of the VW Golf (such as all-wheel-drive Golf Syncro), all led to the introduction
of final assembly operations in Bratislava in December 1991, starting with the Volkswagen Passat
Variant and later the Limousine. It has continued with the models Golf Syncro, Limousine, and the
Variant, including the top model Golf VR6 Syncro. The decision to focus VW Bratislava's
production on the specific, very labor intensive Syncro was based on the need to the reduce the cost
of short production run models and to increase price competitiveness on world markets. ¥ In May
1997, the assembly of a new model of Volkswagen--the Passat B5--started in Bratislava.
Volkswagen Bratislava.has also begun gearbox -assembly in order to lower the costs of its main
German gearbox plant in Kassel. As estimated, for example, costs per gearbox have been cut by up
to DM 5, especially as a result of low labor costs. Volkswagen Bratislava also produces
components and transmissions for the whole VW group, which are shipped to Germany, Spain,
Mexico, South Africa for assembly. The figures shown in table 2 could serve as a proof of a
successful internal change.



Table 2 Assembly of cars, assembly and production of gearboxes and components in Volkswagen
Bratislava

Year Cars Gearboxes Components
1992 2,230

1993 3,000

1994 6,043 44,000

1995 19,688 186,400 1,767,000
1996 30,147 259,600 5,770,000
1997* 16,129 124,006 2,612,733

* January - June 1997
Source: Volkswagen (1996), Trend (1997a), Trend (1997d)

After the successful year of 1996 with the turnover of SKK 18 billion (US$ 600 mil.) and the
investment of US$ 33 mil., the management proposed to produce about 29,000 cars, more than
260,000 gearboxes, and 6.8 million components in 1997. The production reached approximately
SKK 20 mil. in 1997. The plan for 1997 also was to increase employment by 800 employees. In
‘the year 1997, a further large amount of DM 124 mil. was invested in the Bratislava plant (Trend
1997d). In 1996, Volkswagen was the 7th largest Slovak company in terms of turnover, the 4th
largest Slovak exporter, and the 12th most profitable company in Slovakia (Trend 1997c). The
expansion of Bratislava's Volkswagen should go on: according to projections the number of cars
should reach 70,000 and the number of gearboxes 310,000 in 1998. The increase of employment
will be necessary for this increase in production volume: it could reach 3,500 to 3,700 in Bratislava.
Together with a daughter company established in Nitra, the number of Volkswagen's employees in
Slovakia could reach 5,000 (Praca, 1997).

Volkswagen spent around DM 216 million (about US$144 million) on machines and equipment
over the years 1992 - 1996. This has transformed the organization of production, labor relations,
management structure, and the forms of network integration, which have shifted to a reliance on
external (German) sourced inputs. In Bratislava, flexible production processes are used widely, as
the main product--the Golf Syncro--is very sensitive to niche markets. The car assembly plant does
not use robots for assembly because the costs of labor are low enough to achieve efficiency.
Assembly is highly labor intensive. There is limited use of fixed machinery on the shop floor. To
improve productivity, team-working has been implemented. The investment into technology is big,
however, in the words of J. Uhrik, the commercial managing director, the investment into training
of workers and managers is more important. :

Management and employees

Employment has increased steadily from 100 in 1991 to 2,000 in 1996. The average worker's wage
has also increased from about SKK 5,000 (US$167) to SKK 10,500 (US$ 350) per month, which is
about 25% more than the average salary in Slovakia. Volkswagen has invested in the training of
the workers, which is reflected in high-quality production. In March 1995, VW Bratislava
achieved quality standard ISO 9002 and, in terms of quality, Bratislava's plant belongs to the best
twenty plants of the Volkswagen group worldwide. On the other hand, labor turnover is high,
partly as a result of labor intensity of production, partly because of the long distance commuting
that many workers undertake, and partly because of the location of the plant in Bratislava, which is
the region with the lowest unemployment rate, the highest average wage, and therefore the highest
possibility of finding a well-paid job at other employers. As a result, an apprenticeship system has




been implemented to train their own workers. The average age for workers is 27, for a manager 37
years. Training has been mostly off-site in Germany. This reduced the need for expatriates in
management, who numbered only ten in 1996 (six of the seven top managers are German, and four
out of nineteen middle-level-managers). The number of employees in VW has gradually increased:
it reached 2,654 in June, 1997, and as mentioned, it is supposed to grow.

Suppliers and distribution

The local sub-contracting effects of Volkswagen are limited. Eighty-five percent of components
are supplied directly from VW Germany. This supply system involves a daily delivery by a special
train. In the first years of the existence of the joint venture, moving components between the plant
and five VW sites in northern Germany was difficult. The solution was a daily train link direct to
Braunschweig, Germany, introduced in 1995 as a result of border problems and the delay of parts
delivery. This 800-km trip via the Czech Republic takes 24 hours and saves DM 4 - 5 million a
year. Components are delivered free of import duty as long as the product is exported for sale. (In
addition to this concession, the joint venture initially received a two-year tax break.)

In order to decrease production costs Volkswagen has declared its intention of sourcing more
components locally. A parity joint venture making electrical systems, in partnership with Siemens
(Germany), has been established near Bratislava in Nitra. It should employ 1,200 people and
-supply parts to VW Bratislava, as well as to other plants in.the VW group. VW Bratislava has
initiated quality testing in several Slovak companies - 15 of them have met Volkswagen's quality
requirements as the first step toward becoming suppliers of VW, but the cooperation goes on
slowly. “In general, unsophisticated production materials are sourced locally: 80% of them for SK
750 million (US$ 25 million), according to Mr. Uhrik. Some smaller companies employing about
500 people also provide support services for VW Bratislava,

Volkswagen is the third leading brand in Slovakia, with a low market share on the local market (8%
in the first half of 1997 in comparison to 46% by Skoda-Volkswagen, which is produced in the
Czech Republic, and 11% by Daewoo). The main reason is the lower purchasing power of Slovak
consumers. It means that most of the production at Volkswagen Bratislava (about 90%) is sold
abroad in Germany, Switzerland, Spain, France, Sweden, etc. Volkswagen Bratislava does not
market its own products locally, selling to the Stovak market through a distributor.

Summary - the major areas of change

Volkswagen Bratislava is a typical example of an export-oriented assembly operations, placed in
Slovakia because of an ideal location in the center of Europe and because of low labor costs (the
average worker's wage in Bratislava is estimated to be one-tenth of that in Germany). These cost
advantages, together with the high-quality labor force and good entrepreneurial conditions,” seem
to be the prime reasons for Volkswagen's entry into the joint venture and for its success in this
region. Volkswagen's plant in Bratislava is an example of successful foreign investment and also
proof of important internal changes in a previously inefficient socialist factory. Before the entry of
the foreign investor, the parent company, BAZ, was making significant losses every year.
Volkswagen succeeded in completely transforming the portion of the parent that became the joint
venture. Fixed production program, new technology and new work practices reflecting an increase
in labor productivity, advanced management know-how resulting in high-quality products, and

their easy distribution on foreign markets through corporate network are features and results of this
change.

The impact of this foreign investment on its environment is contradictory, however, because the
impact on the Slovak parent company is very limited. The company BAZ never really achieved its



objectives because the partnership with Volkswagen only transformed the portion of the parent's
operations that became part of the joint venture. Moreover, the original expectation of the Slovak
parent company to become a supplier for the joint venture was never met and it was eventually
pushed out of the joint venture completely. On the other hand, the impact of Volkswagen's
presence on the local environment in some areas is impressive: the growth of investment,
production, exports and employment have all made Volkswagen the biggest and most successful
FDI company in Slovakia. At the same time the local sub-contracting effects are still limited and
the marketing effect (i.e., better and competitive supply on the domestic market) is low because of
low local purchasing power. Local companies as well as local consumers are still not fully able to
profit from the activity of this MNC in Slovakia.

b) Whirlpool - Tatramat case study
Joint venture as a way to modernize (and achieve monopoly position)

History of the company

The largest direct investor and at the same time the largest American investor in Slovakia used to
be K-Mart, a company specializing in retail distribution with an investment of US$ 65 million. In
-March 1996, the K-Mart Corporation sold its distribution outlets to Tesco, a British company. The
largest US investor in Slovakia has become Whirlpool. Its investments reached the sum of SKK
321.6 million (approximately US$ 10.6 million) at that time.

The Whirlpool-Tatramat joint venture was established in a small Siovak town Poprad in May 1992.
Tatramat was Czechoslovakia's first producer of home appliances and had a monopoly in certain
products (for example, washing machines) in the domestic market at that time. The motives for the
creation of this joint venture were as follows: for Tatramat, it was a way of modernizing production
and securing additional capital investment. For Whirlpool, the joint venture was a part of a larger
strategy to exploit cheap labor and gain market access in Eastern and Central Europe. Whirlpool
gained a 43.8% share in the joint venture after a capital transfer of US$ 6 million in 1992.
Whirlpool increased its share in the company in 1993 to 49.9% and in 1996 to 72%, totaling a
further US$ 5 million in investment capital. At the end of 1996, Whirlpool-Tatramat became a
company wholly owned by Whirlpool. This situation arose for two reasons. On one hand,
Whirlpool followed a strategy similar to other big investors, gradually increasing its equity share
until it took total control of the company. On the other hand, the other parent company needed
capital because of falling production and market loss from its existing production of water boilers.

Internal process of change .
The joint venture and later the wholly-owned company by Whirlpool produces the top loading
washing machines and at the same time it sells the whole product line of Whirlpool in Slovakia.
The results of the joint stock company, Whirlpool-Tatramat, have been very successful. For
example, in the year 1995-the company double it sales, with total turnover greater than SKK 2
billion (approximately US$ 67 million). In the year 1996, turnover reached SKK 2.7 billion (about
US$ 90 mil.). In four years, the company became the 37th largest enterprise in Slovakia in terms
of turnover, the 23rd most profitable enterprise, and the 25th biggest Slovak exporter. Production
has expanded dramatically and in 1995 the company produced more than 217,000 washing
machines. In 1996, the company produced 270,000 washing machines. The projection for 1997 was
the production of 340,000 and for the year 1998 as many as 500,000 washing machines. By the
words of M. Ciran, general director of Whirlpool Slovakia, the total sum of investments reached



over SKK 1.1 billion in the years 1992-1997 (approximately US$ 37 million) including capital
investments of SKK 450 million (US$ 15 million). (International Business Cooperation, 1997)

In the years 1996-1998 the company has planned investments of nearly USS$ 25 million for the new
production of the front loading machines (called project Delta). This project will eventually
introduce a completely new front-loading machine for the European market, combining washing
and drying. To prepare for this product launch, changes must be made to production areas and new
technology installed. Until this project, the transfer of technology has been limited. Much of the
original tooling has been retained (for example, pressing equipment, cutters) and integrated into the
re-worked assembly system. The existing technology was working well and capable of being re-
positioned and adapted to the new system. The organization of production has been transformed by
the introduction of conveyor assembly, which replaced static production units. Also a new paint
unit has been introduced to increase efficiency. Because of low labor costs, full-scale technological
modernization was not necessary. On the other hand, further new production lines are being
introduced.

Whirlpool-Tatramat is engaged solely in assembly, which means that product development was
phased out of the activity of the company. In Slovakia, local Tatramat products have been phased
out of production and replaced by Whirlpool products developed and produced in Western Europe
and USA.""Whirlpool-Tatramat has become the testing place for all Whirlpool's factories producing
washing machines in Europe.

- Management and employees

Transfer of the Whirlpool company culture, management, and incentive structure has been more
problematic than technology transfer. Refusal to agree with Whirlpool management systems,
culture and conditions, together with other factors, caused dramatic employment decline. “*In the
year 1992, 750 employees were transferred from the parent company Tatramat to the joint venture,
but by late 1996 only 348 remained. Productivity has increased dramatically: from 130 units of
output per employee in 1992 to 660 units in 1996. In the year 1992, Tatramat had approximately
2,800 employees. In four years, about 2,200 employees lost their jobs. This problematic situation
on the labor market is reflected in the wage levels. They as a whole are not high in comparison to
the other joint ventures. Production workers earn approximately the average wage of industrial
workers in Slovakia (about SK 8000 or US$ 267 per month). Great emphasis, however, ‘is placed
on the system of gainsharing, in which wages depend on company profit and a system of worker
recognition based on individual productivity, flexibility etc. One reason for the productivity
increase results from just these factors. According to the general director of Whirlpool-Tatramat,
(International Business Cooperation 1996b), the enterprise produces more than 250,000 units in a
year, but in certain conditions volume can be increased to 750,000 and as much as 1,000,000.
Therefore in the future he plans the growth of employment of workers (in 1998 about 100 more
people will be employed on production lines), but not the administrative staff.

There are seven top managers in the company, all Slovaks with the exception of the plant director.
All other managing positions are also taken by local managers - especially young and flexible.
They all work under a new organizational structure introduced after the establishment of the joint
venture. Under state ownership, Tatramat, as well as other companies, was essentially run under a
strictly top-down management system. Since the joint venture, the company has been reorganized
under a simplified matrix structure with four functional operating groups and three support areas
(see Whirlpool Tatramat, a.s., 1994),

mn



Suppliers and distribution

According to managers, 9 of 10 top loading washing machines sold on domestic market were
produced in Poprad, and 6 of 10 front loading machines were imported from Whirlpool's other
plants in Europe. The company also imports other products from Whirlpool's regular product line.
It has introduced a new brand, Ignis, destined for the lower income segment. While access to the
former Czechoslovak market was a primary motive for Whirlpool's entry into the joint venture,
now over 85% of production is exported through corporate distribution network. In the year 1994,
the company started to export to other Eastern and Central European countries, as well as
Argentina and Western Europe. It is obvious that Whirlpool-Tatramat will play an important role
in Western European markets -- the production costs in Slovakia in comparison to the producers in
France, Germany and Italy are lower. The local distribution network is created by wholesale and
retail companies. The company largely invests in their education in order to improve costumer
service.

In order to reduce inventory, storage, transaction and transportation costs, Whirlpool-Tatramat has
steadily increased local inputs. While the local share of total inputs was 3% in the first year, it
reached almost 40% by the end of 1995 and 60% by the middle of 1997. With the creation of a
local supplier network, the company intends to increase production flexibility, reduce costs, and
avoid import problems and import duty. Whirlpool-Tatramat has four important suppliers from the

- former Czechoslovakia: three from Slovakia (Plastika, Nitra; Zavody SNP, Ziar nad Hronom; VSZ,
Kosice) and one from the Czech Republic (Plastimat; Liberec). Two new plants established by
Czech and Slovak suppliers will be built close to Whirlpool-Tatramat. ™ Consequently, some of the
jobs lost during Tatramat restructuring may be replaced by new jobs in these local supply firms.
The rate of unemployment is very high in Poprad (nearly 18% in comparison to the average
unemployment rate of about 12% in Slovakia).

Summary -- the major areas of change

Access to the former Czechoslovak market and the securing of a strong--even monopoly--market
position were primary motives for Whirlpool's entry into the joint venture.* Whirlpool has clearly
solidified its competitive position in the newly opened markets of Eastern and Central Europe. The
use of existing capital equipment, tradition in the production of washing machines, a well-trained
labor force, protection of domestic markets secured in the agreement, and low costs are all
advantages of its entry. .

Similar to the Volkswagen case, the impact of Whirlpool on the part of the Slovak parent,
Tatramat, in which it entered, has been significant : Whirlpool brought a new technology, an
increase in labor productivity, and management and marketing know-how. These changes might
help the part of the Slovak company survive under the new market conditions. The Slovak parent
company Tatramat has faced much more serious problems under these conditions, but recently it
announced the establishment of a joint venture with an Italian company. This joint venture will
produce components for the whole Whirlpool network in Europe. After a rather complicated
relationship between Tatramat and Whirlpool, it seems that their relations are now more stable.
The Tatramat company is also supposed to supply the newly-launched production of front loading
washing machines. This is the main difference in comparison to Volkswagen case, because it seems
that Tatramat, after a hard period of struggle for survival, will now be successfully integrated into
the Whirlpool supplier network in Europe.

The effect of this company on its environment is significant and contradictory at the same time.

Whirlpool is an expanding producer, exporter and employer. The Slovak side may also profit from
the multiplicative effect of foreign direct investments (new supply plants). On the other hand,
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local production was replaced by imported products and local research and development has bc;n
very limited. Whirlpool does not have any direct competitor among Slovak producers, i.e. its
investment has strengthened its monopoly position and has not contributed to the growth of
competition. Whirlpoo! Slovakia is a typical export-oriented assembly company. At the same time
it imports the whole production line of Whirlpool to the Slovak market. As shown, the question of
employment is also interesting: the creation of the joint venture led to both a decline in employment
and a rise in productivity..

¢) Henkel - Palma case study
A joint venture as a step to better supply the local market

History of the company

The concern Henkel has its headquarters in Dusseldorf, Germany. Its subsidiary Henkel Austria,
located in Vienna, has invested largely in the former countries of the Eastern bloc. It established
joint ventures in Slovenia, Bulgaria, Croatia, Romania, Poland, and the Czech and Slovak
Republics.

The local partner for Henkel in Slovakia has been the Palma company, which produces plant oils,
-margarines, soaps, and detergents. Palma started cooperation. with Henkel Austria in 1989 through
the licensing of the detergent Dato, and in 1991 for the other detergent, Persil. After these first
steps, the companies decided to move to a closer form of cooperation: in the fall of the year 1991
they established the joint venture Henkel-Palma. The contribution of Palma consisted mostly of
machinery and buildings in the Palma plant in Western Slovakia in the town of Nove Mesto nad
Vahom (the estimated value of SKK 330 mil.-US$ 11 mil.), while Henkel contributed capital of
SKK 350 mil. (US$ 11,6 mil.). In this way, Henkel obtained a majority of 51% in the joint venture,
with Palma holding the other 49%. The Slovak parent company Palma-Tumys continues to
produce oils and margarines and released the chemical production of detergents to the joint venture.

For Palma, the motives for establishing the joint venture were: (1) access to capital, (2) modern
technology and know-how in the production of high-quality detergents, (3) gaining management
and marketing expertise, (4) the image of the partner, and (5) an increase in competitiveness.
Henkel found in Palma a partner with relatively good and reliable machinery and equipment, a
skilled labor force, a monopoly position on the Slovak market (at that time with possible access to
the relatively big Czechoslovak market), and well-known local brands.

Internal process of change

The first investment in the joint venture of SKK 200 mil. (about US$ 7 mil.) in 1992 was placed
into new filling and packaging lines and into environmental equipment. The production of the joint
venture was cut - it stopped producing cleaning products, and it enlarged production of detergents
for washing machines. The local research function was abolished: the joint venture has started the
production of a typical -assortment of Henkel products, together with the production of the best-
known local brand. Henkel bought out the Slovak parent after six years; the company has now
become the 72nd largest Slovak company by turnover, which reached SKK 1.5 billion (about US$
50 mil.) in the year 1996. The name of the original joint venture--Henkel-Palma-- was changed to
Henkel Slovakia. Its activity includes the import and marketing of Henkel's whole production line,
including products made in Austria, Slovenia, Germany, Poland, France, Hungary, Italy, and
Denmark (cosmetics, desinfection and cleaning products, glues, etc.).
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The original Slovak parent company--Palma-Tumys--was largely unaffected by the selling of its
equity share to Henkel: Palma-Tumys is the 32nd largest Slovak company and the 20th most
profitable company, now concentrating on the food industry. This situation contrasts with some
cases (e.g., Whirlpool-Tatramat or Samsung-Calex), in which the Slovak parent companies faces
serious problems, partially as a result of the appropriation of part of the most productive sections of
these companies by the joint venture. On the other hand, it is similar to Biotika, who survived its
Hoechst-Biotika joint venture to become a relatively successful and profitable Slovak company on
its own.

Management and employees

The establishment of the joint venture caused the decline of employment of about 10%. Currently,
the company has about 213 employees in the producing plant in Nove Mesto, and 40 in the
administration and commercial headquarters in Bratislava. The whole company used to be led by
two managers - an Austrian and a Slovak. The company had a very simple organizational chart
with the production director responsible for the production and technical department, and the
commercial director responsible for the sales, marketing and financial department. The sales
department consisted of three area managers: one for western, one for middle, and one for eastern
Slovakia, who had supervised the activity of commercial agents. The simplicity and effectiveness
of the organization were brought to the company by its Austrian partner. Currently, three Austrian
-managers work in Henkel Slovakia: in the positions of director, financial director, and production
director.

Suppliers and distribution

In 1996, 67% of the production of the joint venture was exported, mostly to the Czech market,
followed by Hungary, Poland, Romania, Slovenia, Croatia, Ukraine, Austria. The other part of the
production is sold locally: Henkel's share of the domestic Slovak market is about 50%. The
company is supplied mostly through Henkel-Austria, which purchases a large quantity of materials
for the whole group, enabling it to achieve volume discounts and partially through the local Slovak
companies (chemicals - for example NCHZ Novaky, Duslo Sala, packaging materials - Grafobal
Skalica, Papierne Sturovo). The Austrian parent company implemented various types of marketing
activities in the joint venture because the company faced increasing competition, mostly from
Procter & Gamble, which is based in the Czech Republic. The Slovak parent company did not
have any experience in this field. Until 1991, it was not necessary to develop this kind of activity
because of the monopoly position of Palma on the Slovak market and its very limited exports. The
current distribution network of Henkel in Slovakia is based on commercial agents securing the
contacts with private wholesale companies as well as through retailers.

Summary -- the major areas of change .
Through an early entry, Henkel ensured a monopoly position on the Slovak market. It took
advantage of existing equipment, a well-trained and low-cost labor force, and an existing market
for the local production as well as for the Henkel's entire product line. The entry of a foreign
investor has changed the local company in various ways: it led to technology transfer, increases in
productivity, and better and higher quality products.

On the other hand, these changes are mostly limited to a single firm: the company is the only
producer of detergents in Slovakia, and the direct link to the previous parent company not longer
exists. The changes brought about by the foreign company were therefore mostly realized in the
local environment through local suppliers and through employees and managers who took jobs in
other firms. Other external impacts include an increase in export performance and an increase in
products on the domestic market that meet international environmental standards. Similarly, as in
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Whirlpool case, these positive impacts have been followed by the abolishment of local R&D
capability and the creation of a monopoly on the local market. A distinction between the two
previous cases and Henkel-Palma lies in the transfer of change to the Slovak parent. In comparison
to other Slovak parents, Tatramat and BAZ, both struggling for survival, Palma ranks among
successful companies. In this case, much change occurred through the indirect linkage with Palma,
which learned from the joint venture and the Western partner. For example, this Slovak parent
company copied the marketing and management methods of its partner, which has also contributed
to its successful results.

d) Alcatel SEL TLH case study
Joint venture in a dying and perspective industry

History of the company

Foreign investment in the former defense sector has been limited in Slovakia. The first significant
project has been the French-German investment of DM 12 mil. (US$ 8 mil.) by Alcatel SEL in the
telecommunications company of Tesla, Liptovsky Hradok in 1992. The Slovak parent company
faced serious problems at the beginning of the 1990's: with the economic crisis and increasing
competition from more advanced, technologically dynamic, western telecommunications firms,
Tesla experienced a rapid drop in production and employment by one third in 1991 - 1993 to a level
of 1,600 workers. ™

The investment of Alcatel SEL is an example of the competitive rush of Western companies for
lucrative investment opportunities in telecommunications upgrading in central and eastern Europe.
Alcatel understood that for Slovakia, as well as for the other countries of this region, it had became
necessary to utilize advanced, western designed and locally produced digital telephone systems to
upgrade an obsolete infrastructure. In this way, the joint venture represents a market access
strategy in which Alcatel SEL hopes to secure future central and eastern European markets by
using its production capacity in Slovakia. Alcatel SEL succeeded in its bid for the majority of the
Slovak telecommunications market and for part of the Czech market partially as a result of the
establishment of the joint venture with the local partner. In early 1996 the joint venture was
awarded a contract of ECU 10.35 mil. financed by EBRD to further upgrade Slovakia's telephone
system. In the future, after the saturation of the Slovak and Czech markets and the completion of
upgrading contracts by the year 2005, the focus of the joint venture could be shift from production
to maintenance and service.

Internal process of change

Alcatel SEL owns 60% of the company, which reflects its leading role in the direction of the joint
venture. It used its initial investment to purchase a single factory building from the Slovak parent,
which formerly housed the military telecommunications production division. It also purchased
new German technology and invested largely in the training of local managers and workers. The
establishment of this joint venture has transformed part of Tesla through the introduction of new
technology, new production and new work practices. Its results are very successful: in 1996 it
became the biggest Slovak company in electrotechnics in terms of turnover (it reached SKK 2.3
billion - about US$ 70 mil.). It ranks as the 43rd biggest Slovak company in all industry sectors by
turnover and 21st by profit (SKK 227 mil.--US$ 7 mil.--which increased more than three times in
comparison with the year of 1995). It was also the 27th biggest Slovak exporter, with exports
totaling SKK 1.3 billion. (US$ 40 mil.). (Trend 1997¢). In the meantime, the Slovak parent
company Tesla has been facing serious problems in trying to enter the local telecommunications
market and has recently entered into a separate joint venture with an Israeli firm in an attempt to
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consolidate their market position. The 40% of the joint venture previously owned by Tesla h?s
lately been divided between Tesla (30%) and the Devin bank (10%). The change of the ownership
structure in the joint venture as well as in the Slovak parent company together with the changes in
management like in the other cases influence the level of cooperation between partners.

Management and employees

At the beginning the joint venture management consisted of three foreign managers and two local
managers. In five years the company has been led by two Slovak managers (general director also
responsible for commercial operations and technical director) and one German manager in the
position of financial director. He is the only expatriate in the whole company.

The initial joint venture agreement envisaged that wage differences between Alcatel SEL THL and
Tesla would not be more than 15% in order to ensure that Tesla did not lose the majority of its best
workers. In spite of that, wages tend to be much higher than the industrial average, with various
quality bonus packages contributing to local wage differentiation. In 1996 the average basic
monthly pay for factory workers in Alcatel SEL TLH was SKK 9,590 (US$ 320) and average pay
for all employees in the joint venture was SKK 13,739 (US$ 460) - 83% more than the average
wages in Tesla (SKK 7,500 per month) and 100% more than the regional wage (SKK 6,853 per
month). In addition, the employees of the joint venture receive a bonus of one month's salary as

- long ‘as company results are good and an additional half month bonus and performance related pay,
which provides up to an additional 40% of basic salary. One half of the employees have graduate
degree, mostly from a technical university. There are no trade unions in the company, and due to
wage levels, the company has no problems attracting skilled workers. Worker motivation
programs have been introduced to increase productivity and to strengthen the high quality of work
and career advancement. In order to ensure a skilled labor force, the joint venture initially
employed all its production workers from the closed military production division. Currently, 70%
of the total 400 employees are former Tesla workers. Interestingly, some of workers who have left
the joint venture returned to the Slovak parent company which supports the "spreading” of ideas
and attitudes obtained in the joint venture.

Suppliers and distribution

New technology, as well as all inputs and components (with the exception of local energy and
labor), have been imported from its existing supplier networks of Alcatel SEL from Germany.
Nowadays, the Tesla's share on the inputs of the joint venture is only about 3%. The local
production system in Liptovsky Hradok is dominated by Tesla and Alcatel SEL TLH, which have
only a few subcontracting links between them. There are also three local software companies and
two telecommunications companies in the region established by former employees of Tesla, but
their level of cooperation with both Tesla and the joint venture is still limited. They provide some
services for the joint venture and signed the agreement with it about the future coordination of their
activity on the third markets. Currently, the joint venture Alcate! SEL. TLH remains an isolated
plant surrounded by struggling companies that have been pushed out from the lucrative Slovak
market. In 1996, about 54% of the production of the joint venture was exported to the Czech
market, the remaining part was placed on the domestic market. The character of the joint venture's
products does not ask for a special distribution channels: ALCATEL SEL THL sells its products
directly to the Slovak and Czech telecommunication companies. The only difference is that the
financial flows by the export to the Czech republic go through the German central which could
mean that a part of profit remains in Germany. The company exports not only digital telephone
systems and transfer equipment, but also services - it sells connected software on German market.
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Summary -- the major areas of change

Alcatel SEL THL is seen as one of the success stories of defense conversion through foreign direct
investment. Through its alliance with Tesla, ALCATEL SEL took advantage of a prospective
market for telecommunication systems, existing production facilities, and a well-educated, flexible
and low-cost labor force. The literal rescuing of a part of a Slovak mother company came about
through the introduction of new technology and a new product line, resulting in improved
performance, a stronger position on the domestic and foreign market, and a new culture of work.
These are the pros of this story and the major areas of change. As proof, the company has recently
received the quality certification ISO 9002. The dualistic labor market, "islanding" of the joint
venture and marginalization of Slovak companies are more negative features. Although it
originally seemed that the Slovak parent company, Tesla, would be almost totally cut off the
activity of its joint venture, it has recently become a subcontractor to ALCATEL, the MNC parent.
Its contacts with its own joint venture are still limited: to a very small extent it supplies the joint
venture and employs its former workers.

Aside from significant changes in the agquired subsidiary, we have noticed some important
external effects, including newly-launched high-quality products, profitability, and export and
employment growth. The first investment of ALCATEL SEL was followed by the establishment of
the software company ALCATEL Slovakia in Bratislava (the company could not be established in
Liptovsky Hradok because of the scarcity of the specialists), which employs 90 software engineers
and provides services for the local joint venture as well as for export.

¢) Hoechst-Biotika case study
Joint venture as a way towards world standards

History of the company

Until 1991 Biotika Martin was a small branch of the pharmaceutical firm Biotika Slovenska Lupca
producing a series of injections for medical and veterinary use. The headquarters of the company,
together with research and development capacities, were located in the main plant in Slovenska
Lupca, with another 1,500 employees 100 km away. Biotika Martin, as the name says, was situated
in Central Slovakia in the city Martin, known for its large, heavy engineering and armament
production. Since 1992, the plant has been transformed by foreign investment from thé German
pharmaceutical company Hoechst.

The motives for the establishment of the joint venture for the German company were as follows:
access to Central and Eastern European markets (production of Hoechst brands which could be
marketed using Biotika's local knowledge of the market of the former Czechoslovakia), low cost
production (relatively cheap and skilled labor force, including the existence of a medical school for
training pharmaceutical engineers and pharmacists in Martin), and the possibility of exporting to
other Central and Eastern European countries and Western Europe. The main reason for the
decision to establish the joint venture from Biotika's point of view consisted of access to new
products and technologies, which meant the possibility of upgrading the quality of products by
WHO (World Health Organization) standards as well as the opportunity to compete more
effectively on world markets. Part of the reason was also the need to implement new work
practices to raise the firm's domestic and international competitiveness.

Internal process of change

An initial investment of DM 11.7 mil. (about US$ 8 mil.) was made in 1992 by Biotika while
Hoechst invested DM 10.7 mil. (US$ 7.4 mil.) in new machinery for the production of Biotika's
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existing product line of pharmaceuticals, along with a further transfer of DM 2.3 mil. (US$ 1.5
mil.) to Biotika. A further DM 12.5 mil. was invested in 1994. This investment was to a large
extent possible as a result of a tax break granted to the plant for its first two years of operation by
the Slovak government. The investment guaranteed Hoechst the majority share of 52% in the joint
venture. This resulted in the implementation of new management practices, new production lines
for Hoechst products in 1994, and the transformation of its human resource and supply systems.
Biotika Martin has gone through double change: through market access-led foreign direct
investment and through the marginalisation of existing production facilities in the remaining
Biotika Martin plant that were not included in the joint venture. After the first years of the existence
of the joint venture a further DM § mil. was invested in 1996. A part of the 1996 investment was
used for the purchase of the new modemn filling line, the second of its kind in the Hoechst concern.
It is very interesting that Martin plant is ranked as the fourth after a German, an American and a
French ones among more than hundred Hoechst's affiliates as for the technology equipment level.

Hoechst-Biotika Martin is considered to be a successful company: technological transformation has
changed the output and the efficiency of production. For example, by 1995 Hoechst-Biotika's
turnover per employee matched that of Slovakia's largest and most successful pharmaceutical
company, Slovakofarma, and profits have increased to SKK 47 mil. in 1995 and SKK 38 mil. in
1996 from the level of SKK 19 mil. in 1992. In spite of the decrease of profit in 1996, Hoechst-
- Biotika remained the second most profitable Slovak pharmaceutical company, after the market
leader and largest company, Slovakofarma, and in front of Biotika Slovenska Lupca and the other
joint venture Fermas Slovenska Lupca (Trend 1997¢c). The current turnover per employee of SKK
2,1 mil. is the highest among Slovak pharmaceuticals companies.

Distribution and suppliers

In the first years of its existence, the joint venture sold all production on the domestic market.
More recently, exports have been expanded as the growth of the domestic market has been limited
by the slow-down of the restructuring of the Slovak health service. In 1996, approximately 65% of
the production was exported, but virtually all of it to the Czech market. The partners of the joint
venture on the Slovak and the Czech market are mostly private wholesale companies, and in some
rare cases the company sells its products directly to hospitals. In the next two years an expansion to
the other Central and Eastern European countries, and possibly Western Europe, is expected. The
company also exported its products to Russia (in 1992, 1993), Hungary (1996) and its intention is
to enter Romanian, Bulgarian, and again Russian market. However, the limitation of this
penetration is the insolvency of the possible partners and consumers. (Trend 1997b). Western
market integration should be arranged through Hoechst headquarters in Germany. The use of
Hoechst supply chain is also visible: more recently 80% of inputs are imported from Hoechst
plants situated elsewhere, primarily in Germany. High quality inputs are purchased abroad, and
about 20% of the inputs are supplied from Slovak producers.

In 1996, the joint venture obtained the WHO certificate, what facilitates its entry on Western
markets. Since January- 1997 Slovakia has also become a member of PIC (Pharmaceutical
Inspection Convention) what means that the country is considered as a country with "good
manufacturing practice” in pharmaceuticals industry. In this way, the certificates of quality granted
by national control institute are internationally recognized and the products of Hoechst-Biotika can
be exported to western countries. Hoechst-Biotika is a part of the division Hoechst-Central Europe
in Vienna, which includes Austria, Switzerland, Czech and Slovak Republic, Hungary, Slovenia
and Croatia. The joint venture is the only production facility of this division, but it also distributes
the products of the German parent company Hoechst in Slovakia.™



Management and employees o
By the establishing of the joint venture, 189 employees were transferred from Biotika out of a total

of 250. Employment has expanded by nearly 100 workers to a total of 286. The joint venture has
transformed wage levels for employees in the firm. The average monthly wage was SKK 11,000
(about US$370) in 1996 in comparison to SKK 7,154 as the average monthly industrial wage in
Martin. That means that the wage of workers in the joint venture was 60% higher then the local
average, which is a significant difference. (The average pay was even a little higher and reached
SKK 13,400 last year which is almost twice as much as the average wage in the region). The
competition for employment is intense: by last estimates there were 5 applicants in the local labor
market for each new job created in Hoechst-Biotika, which remains the only significant
pharmaceutical employer in the region.

At the beginning of its operation, the top management of the joint venture consisted of three
German managers - executive director, production director and financial director. Later the position
of financial director has been taken by a Slovak manager, and the German parent company has
declared the necessity of a gradual exchange of expatriates for local managers. Currently, the
company has four top managers - two of them are Germans, two of them are Slovaks. All middle-
level managers are Slovaks.

-Summary - the major areas of change :

The pharmaceutical sector in Martin has been clearly transformed in the last few years. The
establishment of the joint venture using advanced technology has resulted in high profit levels and
in the growth of efficiency and product quality. New productive relations have been established and
new forms of integration have been developed. The Slovak parent company, because of its minority
share and own internal problems, has remained relatively passive in management, preferring
instead to take a back seat as long as profits provide high dividends. It is interesting to note that the
Slovak parent company and the joint venture signed a "non-competition” agreement over the
division of production profile. In this way the joint venture secured a monopoly in the production
of medicines in injectable form. Lately, the joint venture also started producing solid medicines
(tablets, creams, and unguents). The cooperation between the Slovak parent company and the joint
venture was well-developed in the beginning: the Slovak parent company even implemented some
clements of the Hoechst-Biotika organizational model in its new organizational structure. Later,
with the changes in ownership structure resulting from privatization, the Slovak parent company
become more passive. Currently, Hoechst-Biotika is one of the examples of "little islands" in
Slovakia because most of the changes resulting from foreign investment are limited to the joint
venture. As in many other cases, the establishment of the joint venture has contributed to the
creation of a dualistic labor market in which high wages contrast with the growing number of long-
term unemployed in the region. On the other hand, its presence in Slovakia and its activity in the
Slovak association of pharmaceuticals producers influence other Slovak companies, although it is
difficult to measure and evaluate this impact.

f) BC Torsion case study

Joint venture as a contribution to the restructuring of a parent company?

History of the company

BC Torsion was the first Slovak-French manufacturing joint venture, established in 1991 while

Czechoslovakia was still a single state. The participants in BC Torsion were the Slovak state-
owned company PSB Brezova located in Western Slovakia (the region Senica at that time) and the
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French private family company DIRICKX. ™" In 1991, the Slovak parent company was looking for
a partner with modern technology, know-how, distribution network, and contacts on Western
markets and access to capital resources. It realized that just these assets were needed for survival
under market conditions after the decline of domestic industrial production and construction and
the collapse of the Soviet market. The French company was looking for a new market, lower costs,
an experienced partner with a skilled labor force in a country with a good location for supplying the
newly-opened Eastern markets, and to increase its competitiveness by finding new products to
complete its product line for the French market. After negotiations, PSB contributed land, buildings
and machines for making six-angle-fence wire to the joint venture, and DIRICKX offered
plastification production technology, technical assistance necessary for production launching,
marketing education and training programs, and other assistance in management decision-making.
Their shares in the joint ventures were: DIRICKX - 51%, PSB - 40%, and Slovak Insurance
Company - 9% (cash contribution). In 1992 the capital of the joint venture increased by SKK 20
million (US$ 670,000) and the ownership's structure was changed to: DIRICKX -51%, PSB - 28%,
Slovak Insurance Company - 21%.™"

In the meantime, PSB was being divided into independent business units: nowadays PSB with its
50 employees is an administrator and a service provider to six daughter companies located in the
space of the former "big" PSB. One of the daughter companies produces fence wire. Although it is
-a different type from the fence wire produced by BC Torsion, they still compete on domestic
market as producers of substitute products. All these changes have led to a passive attitude in the
Slovak parent company toward the joint venture. In the past, it even stopped attending meetings of
the Board of Directors. Also, the participation of the Slovak Insurance Company was always
passive, its investment a kind of portfolio investment. As a result, BC Torsion has changed into a
daughter company with strong ties to its French parent company and weak ties to its Slovak one.

Internal process of change

For the time being, the joint venture BC Torsion has proved to be a successful one. It is even
mentioned as a positive example of foreign investment in Slovakia in the last OECD country report
(see OECD, 1996: p. 137). According to this report, 1992 sales reached SKK 93 million (US$ 3
million) and 60% of the output was exported. In 1995, sales reached SKK 124.5 million (about
US$ 4 million), out of which 75% was exported to France (14% of the French market) and the
Czech Republic. Profit before tax was SKK 7 million (US$ 234,000) in 1995. BC Torsion is
expanding its activities by self financing (more than SKK 14 million in 1995) and with a relative
small number of employees (100). 1996 sales reached SKK 140 million (about US$4,6 million)
and the company continues to expand its activities.

The main changes brought by foreign partner into joint venture have been new work practices,
management and marketing know-how and new technology. Leading technology (plastification
production technology and technology for welded fence wire) used in the joint venture has been
the basis for this company's monopoly in plastificated and welded fence wire on the domestic
market. In this way the partnership with a foreign company (and the possibility for obtaining loans
from foreign sources under its guarantee) has created competitive advantage on the domestic
market. BC Torsion is also the only Slovak producer of six-angle-fence wire. The company has
more domestic competitors in the segment of four-angle-fence wire.

Distribution and suppliers

The domestic sales of the company were only approximately one fifth of its total sales 1996. The
joint venture has gradually strengthened its export orientation. In the first year of its existence, for
example, 55% of its production was sold in Slovakia, 45% to France. In 1996 the main export
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markets of BC Torsion were France (31% share of total sales) and the Czech republic (23%),
followed in smaller extent by the Netherlands, Hungary, Poland, Island, Germ_any. and others
(together 25%). These figures are results of the creation of BC Torsion's own distribution network.

Six years ago, Slovakia had a very simple distribution network for fences, which was created by
two big state-owned wholesale companies. After their break-up, BC Torsion faced the task of
creating its own distribution network. It started with agreements with distribution agents and
selected stores, later switching to distribution through three contract warehouses, based in Western,
Central and Eastern Slovakia, which distribute products to retailers and consumers. In addition,
consumers could also buy the products directly at BC Torsion. More than three quarters of the
company's production is aimed at foreign markets and therefore the creation of distribution
networks there has been of great importance. BC Torsion takes advantage of the distribution
network of its French parent company DIRICKX by selling its products in France. It also uses
other DIRICKX subsidiaries based in Poland and Slovenia. BC Torsion has established its first
subsidiary for marketing its products in the Czech Republic. In other markets, BC Torsion sells
its goods to local trade companies.

BC Torsion also benefits from DIRICKX's supplier network. It needs two basic materials for its
products: wire and PVC. It buys 50% of its wire from local domestic producers and 50% from
DIRICKX Trading, which buys wire in Ukraine for all companies of the DIRICKX group. The
second material is bought from Italy in coordination with the French parent company, which results
in a more favorable price. Therefore, in both supplier and distribution networks, cooperation with
the French parent company is of big significance for the joint venture.

Management and employees

At the beginning of the existence of the joint venture, the French parent company organized and
covered the costs of training programs for Slovak managers (especially in management, marketing,
accounting, statistics, and finance) and workers in France. Now the know-how transfer is finished.
The company is run by Slovak management and only new employees take part in training in
DIRICKX for a short period. When problems arise, French managers come for short periods -
usually one week - to participate in solving them. The transfer of know-how was the most
important in the following areas: accounting and finance systems (the French parent company
insisted on compatibility with its own system, because the usual Slovak system was completely
different) and the creation of an effective organizational structure.

The joint venture is 2 medium-sized company. Employment has only increased from 81 employees
in 1991 to 101 in 1996. The joint venture is situated in a location with a high unemployment rate
where the main employer, PSB, had decreased the number of employees radically. The average
wage in BC Torsion is higher than the national and the local average. The wages in BC Torsion
doubled in five years and reached SKK 10,650 (US$ 355) monthly in 1996. It was about SKK 3000
(US$ 100) higher than the local average and than the wage of workers in the other daughter
companies of PSB in the same positions. - In comparison to the system before the establishment of
the joint venture, the workers are paid an hourly wage instead of the piece rate. The lowest hourly
wage in the company is SKK 27 (less than US$ 1), which can be increased by 50%, depending on
the quality of work. In addition, BC Torsion increases annually the wages according to the
inflation rate. There is no trade union in the company, but BC Torsion has no trouble hiring
workers, partially because of wages, partially because of a well-developed social policy following
the French model of "family" company. BC Torsion is also located by the small town of Brezova

pod Bradlom, which does not offer many job opportunities, and there are trained workers there who
used to work for the Slovak parent company.™
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Summary -- the major areas of change

The joint venture has achieved very good results in both domestic and foreign markets. Significant
changes in the acquired subsidiary are the result of technology transfer and the transfer of know-
how. It is reflected in the creation of jobs and a higher-quality labor force; the Slovak managers
and workers had no problems meeting the expectations of a market economy, and in a relatively
short time they reached the quality level typical in developed economies, including France. The
marketing effect, consisting of bringing new products into Slovakia, is also significant.

BC Torsion is considered a positive example of French-Slovak business. Its activity is important
for the Slovak side, although more from the macroeconomic point of view than from the point of
view of the Slovak parent company, for the reasons mentioned above, and also for the French
parent company. “The Slovak parent company has gone through a difficult process of privatization
and transition resulting in a "breaking" with the original ideas and projects with which it had
entered the joint venture. It has participated in the establishment of the first truly market-oriented
company within its own plant. Although in some respects this is a textbook model, the joint
venture also took away skilled labor from the parent and did not fulfill its expectations for
profitability (profits are mostly reinvested). On the other hand, it has shown how to operate in new
market conditions: interestingly, BC Torsion has become a competitor to one of the daughter
companies of PSB. In this way, this investment makes a contribution to the increase of competition,
- but in an unusual way. Similarly, some managers left the joint venture and established a business in
the same field, thus a relatively small investment in comparison to the others in the pool has also
had a certain impact on its environment. It is quantitatively not so large (e.g. employment, export),
but it has a qualitative dimension.

4. Foreign investors as agents of change: paradoxes and perspectives

The companies studied range from the largest of its type -- Volkswagen -- to small and medium-
sized firms (see tablel). They also vary according to production programs, national origin and
contributions of investors, investor strategies, etc. Nevertheless, some indicators of change are
consistently present -- or absent -- in all these companies. As suggested in the introduction to this
paper, these indicators can be followed in the internal as well as in the external environment of
these companies.

(1) Change in acquired subsidiaries

As seen from their financial results, all the companies studied are successful. Some foreign
investments transformed and saved parts of domestic, Slovak companies from future bankruptcy
(Volkswagen-BAZ ALCATEL SEL-Tesla, partially DIRICKX-PSB). Some foreign companies
invested in local monopoly producers (Whirlpool-Tatramat, Henkel-Palma, Hoechst-Biotika),
modernized them, and secured an excellent position on the domestic market. The cases of
companies we studied show that FDI has a significant change on the host companies.

Generally, the FDI impact is concentrated in following areas:

* Change in product line towards high-quality products. Foreign investors launch new products,
either totally (in the case of cars at Volkswagen and new telecommunication systems at ALCATEL
SEL), or partially (at Whirlpool, Henkel, Hoechst, and Dirickx, beginning with modifications to
local products and later introducing new products and models). All of the above companies now
produce high-quality products, most of them with international quality certificates.
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* Technology improvement. In every case study, the foreign joint venture partner either transferred
technology or provided another means for acquiring technology. The technology in two cases is the
most advanced in its field. In the cases we studied, no foreign investor contributed obsolete
technology, which is often predicted when firms from advanced economies invest in transitional
economies.

* Higher quality of labor force. Although there was already a skilled labor force in every domestic
company before the joint venture was created, all foreign investors invested in additional training
on work practices, foreign language, or new technology. Local workers mastered new working
processes rapidly and well. The contribution of foreign investors to the increase in the quality of
local management is also considerable: the need of expatriates is extremely low (ranging from zero
to three) in all the companies studied, with the exception of Volkswagen. There are ten German
managers working in Volkswagen Bratislava, a company with more then 2,600 employees.

* Implementation of management know-how (e.g., new accounting and finance system, simplified
and more effective organizational structure).Every foreign investor brought changes to the
organizational structures, which were previously designed for the needs of a command economy.
Implementation of modern human resource management (new forms of evaluation, motivation and
practices) is also typical for all these companies.

* Implementation of modern marketing practices. The transfer of marketing know-how has led to
an increase of competitiveness for companies with FDI. The application of market research, and
advanced methods in marketing high-quality products resulted in improved customer satisfaction.
FDI improved the market position of the firms domestically and internationalized their value chain
through two means: they bought supplies under better conditions by joining the foreign investor
supply network, and they were able to increase their exports.

* Foreign market know-how. Although some international transactions were arranged by the
foreign partner, most joint ventures learned how to operate in foreign markets and successfully sell
their goods abroad (all studied companies are export-oriented).

* Increase of productivity. Productivity is the most comprehensive indicator of change in every
FDI-invested company in Slovakia. It reflects a better organization of labor and management, a
higher-quality of labor force, its motivation, new technology, but also a more intensive production.

(2) Change in the local parent company

All of the domestic parent companies in the sample were state-owned at the time of the
establishment of the joint venture. Managers in the domestic parent expected the above-mentioned
positive effects to spread eventually from the joint venture to the parent, but these expectation were
rarely met.

All the joint ventures in the sample were established at the beginning of the 1990's. Since that time,
all the parent companies have gone through privatization. Currently, some face serious financial
problems (Tatramat, BAZ, Tesla) and even bankruptcy (PSB). On the other hand, the Slovak parent
companies Palma-Tumys and Biotika have gone successfully through the process of transformation
and restructuring. These two companies are mostly oriented towards the domestic market, are in
businesses with steady demand (food products, medicines) and are consumer products companies.
As a result of their domestic orientation, they did not need to look for new markets after the
collapse of COMECON, and their strong consumer orientation allowed them to avoid the ill effects
of relying on a collapsing industrial sector. Part of their success is also the result of investment
placed before 1989: under the socialist-planned system, while some companies were under-
invested, others obtained a huge portion of investment if their production program corresponded to
"socialist development programs”. These firms also enjoyed natural low costs protection against
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foreign competition, good management and intelligent restructuring, and also higher impact of
foreign investor in their joint venture,

Generally, the cases of companies we studied show that FDI has only a limited impact on the
local parent companies. The extent of the change in the Slovak parent can be the result of several
factors:

* "Unintentional learning” -- spreading of managerial attitudes, ethics, new corporate cultures, and
work practices. This effect is undeniable, but indirect and hard to measure. Three companies in the
sample are located on the same site as their Slovak parent companies (for example, the Slovak
parent might contribute buildings from the former large production facility to the joint venture)
which should theoretically make this kind of change very easy. This type of transfer is facilitated
by labor force movements. Because of the higher or high salaries and wages in the FDI-invested
companies, however, the movement of labor force from the joint venture to the original parent
company is low. Moreover, some of the practices in the joint venture are simply not applicable to
other local companies (e.g., KAIZEN system at Volkswagen).
* Intentional learning from the activity of its own joint venture. Palma-Tumys literally copied the
marketing methods of Henkel-Palma, which helped it to keep its share of the domestic market
under the increasing pressure of foreign competitors. The influence of the foreign partner in this
-company is visible also in other areas, including decision making process, investment policy,
human resource management. Biotika is another example of learning, but this impact is not seen in
the other four Slovak parent companies.
* Becoming supplier of its own joint venture. When the parent company becomes a supplier to its
joint venture, their linkage is direct, through the quality requirements of the joint venture, but also
indirect, through adapting to the "modus vivendi" of the FDI company (e.g., timing of supplies,
entrepreneurial ethics, correct attitude towards business relations). We have noticed two such
cases in the pool: the first one is TESLA, which is not significant with regard to the volume of
supplies. The other case is PSB, which manufactured a technology equipment for BC Torsion and
provided some subcontractor operation for it.
* Becoming supplier of the corporate network of foreign parent company. Again, we have noticed
two such cases: the first one is TESLA, which is subcontractor to the German concern Alcatel, the
other case is Tatramat - the parent company of the previous Whirlpool-Tatramat joint venture. It
has established a joint venture with an Italian company to supply Whirlpool-Europe network with
components.
* Becoming direct competitor of its own joint venture. No company enters any joint venture with
this immediate target, but we found such an example in the pool (BC Torsion). Although
competitive pressure can lead to dynamic efficiency gains in the future, currently it demages any
cooperation between companies involved.
* Receiving dividends or cash for shares after the buy-out by foreign partner. It may he]p in
solving immediate problems in cash-starved Slovak companies, but there is no evidence to show
that it can cause significant long-term change.

None of these impacts is common among all the companies in the sample, with the exception of
"unintentional learning". The impact of FDI on the local parent company is different in each case.
However, this study still suggest certain conclusions. The cases of companies we studied show that
FDI has, paradoxically, a limited impact on the local parent, even though all of them entered joint
ventures with the explicit intention of improving the performance of the parent firm. In my
opinion, there are three main reasons for this. The first one is objective and lies mostly in an
inheritance from the previous system: most factories have obsolete technologies and limited means
for their renewal, ie. they are not able to cooperate and keep pace with foreign companies,
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especially with the MNC (e.g., to enter their supplier networks with quality products or simply to
learn from them). The next two are: (1) a very complicated process of privatization and
transformation of local companies resulting in changes in ownership structures and management,
and (2) high and unfulfilled expectations from the partnership and the ensuing jealousy and rivalry
of local managers. If the combination of all these factors is present in the Slovak parent company,
the FDI has no impact on it. If at least one is missing, the change is possible. Paradoxically, we
find that the potential for change in the local parent depends to a much greater extent more on the
attitudes of its management than on the presence of foreign partner.

Nevertheless, with the end of a privatization process and clearer ownership structures, we expect a
more rational approach among local managers towards the creation of strategic alliances with
foreign investors. Their decision will not depend on state bureaucracy and approvals as in the
studied cases. We suppose that they will create resource- and learning-oriented alliances, and that
they will prefer to cooperate with more comparable, medium-sized companies. In such cases, from
the point of view of Slovak companies, the danger of take-over is not as high as with a large MNC,
and at the same time, the chances that the foreign partnership will result in changes in the parent are
much higher.

(3) Change in the local environment and economy

In comparison to the transfer of change to the parent companies, the transfer of change into local
environment is more significant. Some indicators of change are not measurable, but some critical
ones are: for example, companies with FDI exported in 39% of the national total in 1996. The
changes brought by FDI in the Slovak economy are as follows:

* Influence on local suppliers (model of behavior). In some cases the companies with FDI are
mainly supplied from the global network of their foreign parent companies (Volkswagen, Alcatel
SEL THL). In other cases (Whirlpool, Henkel) the volume of local suppliers has grown, meaning
that local companies have successfully adapted to the quality requirements and entrepreneurial and
cooperative principles of their partners. This learning process is significant, but it is limited by the
number of companies involved in the suppliers network.

* Influence on labor force and employment. In spite of the decline in employment in some joint
ventures at the beginning of their operations, the companies with FDI are important employers
(Volkswagen after six years, ranks among the biggest Slovak employers) who make significant
investments in human capital. In all the companies we studied, the wages are higher (sometimes as
much as two times) than the local or national average, which has created a dual labor market. Skill
and knowledge transfer is low because of the slow movement of managers and workers from
companies with FDI. The highest labor turnover is reported in Volkswagen, but only in the
workers category.

* Increase of competition. This change is limited because the socialist idea of the division of
production was based on monopolies: each factory had a different production program. This system
remains intact in many ways: foreign investors often enter monopoly productions (Henkel,
Whirlpool, Biotika) and have not directly increased domestic competition. However, since these
companies import the goods from their global supplier network (e.g., Henkels cosmetics and
various chemicals, Whirlpool with home appliances), there is increased competition for their
domestic suppliers. The only company having a positive influence on competition is BC Torsion -
and they compete with the joint venture's Slovak parent.

* Development of entrepreneurial sector. This effect is only possible if the local managers
employed in FDI companies create their own companies on the basis of their experience. Only one
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such case was reported in the companies in the pool -- some managers left BC Torsion and
established their own company that import (but does not produce) the same products.

* Influence on the domestic market. All the companies with FDI in the sample manufacture and
place high-quality products on the Slovak market.

* Export growth. The quality of products, together with the use of distribution networks of foreign
parent companies, has also led to higher exports on foreign markets. Export growth is often
considered to be the proof of increased competitiveness and successful transition to market-oriented
companies.

As seen from the ranking of the biggest Slovak companies, FDI-invested companies play relatively
important role in Slovakia (see Trend 1997¢) in quantitative terms. In contradiction to the situation
in developed countries, most of them, including the companies in our pool , do not contribute to the
development of the entrepreneurial sector and to the growth of competition in Slovakia. The reason
of this paradox can be found in the former monopolistic and artificially created industry structure
and the ensuing high capital barriers to entry. The next paradox is the big influence of foreign
investors on the quality of the labor force and its limited movement from FDI-invested companies
to the domestic sector. The reason could be found in the existence of a dual labor market (high
salaries in FDI-invested companies) and the limited possibility for relocating (shortage of flats,
slow development of home mortgages). The influence on local suppliers is also still limited, mostly

-because of the fact that the local companies are not yet able to meet quality and quantity
requirements among large MNCs. In order to adjust (and sometimes to survive), local companies
will be pressed to cooperate with foreign partners in the future to a larger extent (such as Tatramat
with an Italian company, or Tesla with an Israeli company). This fact, together with the general
necessity to seek resources, means and tools of transformation, will lead to the increase of FDI
inflow to Slovakia.

(4) Future research

This pilot study should be followed by an examination of a larger sample of joint ventures in
Slovakia. According to current Slovak statistics, the contribution of more than SKK 10 mil. (US$
300,000) is found in 90 joint ventures and 118 companies wholly owned by foreign investor. We
suggest that the future research could be based on questionnaires. The questions should focus on
the specification of internal and external changes following the structure used for this study.
Special stress should be laid upon companies with FDI established by Slovak private and foreign
firms, since all the cases we examined were established by Slovak state-owned companies at the
time when the process of the privatization had only began. We believe that he type of the
ownership will have an important role in determining the rate of change in Slovak parent
companies.

Future research could also involve the examination of change in companies with FDI among
several of the more developed transitional countries of Central and Eastern Europe (Hungary,
Poland, Czech and Slovak Republic, Slovenia) -and compare their experience with the less
developed transitional countries of the former Soviet Union and Asia.
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131 The original capital and ownership structure of the joint venture in 1991 was as follows: Volkswagen - 80% - DM
48 million (about US$ 32 million), BAZ 20% - DM 12 million (about US$ 8 million). The new structure in 1994 was:
Volkswagen - 100% - DM 108.2 million (about US$ 72 million).

" The wisdom of this decision was reflected in the market: in the words of J. Uhrik, the commercial managing director,
the number of cars sold daily in this category (formerly 20 -25) has jumped to 100 cars (International Business
Cooperation , 1996a).

Vv Slovak companies want to become suppliers not only to the Bratislava plant, but also to the whole Volkswagen
group (for example, aluminum producer ZSNP Ziar, bearing producer ZVL K.N.Mesto, die company Metal Martin, tire
producer Matador, producer of rubber parts Vegum Vestenice etc.).

¥v* In order to improve its current account, the Slovak government introduced an import surcharge of 7% on all
imports into Slovakia, including the import of components, as of spring 1997, but the first exception from this
obligation was granted by the Ministry of Finances to Volkswagen Bratislava (Trend, 1997¢: 1A).

i Whirlpool-Tatramat is of course only one of several Whirlpool factories in Europe. Whirlpool's European
expansion started in 1986 with the acquisition of three European producers. Today, Whirlpool's products are produced
in Italy, Germany, France, Sweden, and Slovakia. In Whirlpool there is centralized management for product
development, purchasing, and marketing. Corporate strategy is developed from Whirlpool Europe headquarters in
Italy.

vitt Refusal to sign-up to Whirlpool management systems and conditions (e.g. flexibility) was used as a way of
levering out non-compliant workers. Flexible work conditions have meant that just under one-third of employees are on
short-term (3 months) contracts, dependent upon orders. These workers are paid a wage that is 20 % lower than
employees on more secure contracts. Yet, wage levels as a whole are not high in the joint venture.

* The Czech company Plastimat is relocating part of its production to a site adjacent to the joint venture. The Slovak
company Plastika Nitra has started to build a new production plant for package material in Poprad. The plant should
supply not only Whirlpool-Tatramat, but also the other Whirlpool plants in Europe. Plastika has been investing SK 60
million, plus a SK 40 million loan (together US$ 3.3 million) in this project (Trend, 1996a).

* As a part of the joint venture agreement, Whirlpool secured a guarantee from the former federal government that it
would have a complete monopoly on the import of domestic appliances into the Czech and Slovak Republics for two
years and that no tax would be charged on sales of these products over the same period. As a result Whirlpool has a
market share about 90% in some products in Slovakia.

* During the 1980's Testa employed about 2,400 workers with military production accounting for more than half of its
total production. Generally, the beginning of transformation and the collapse of previously stable markets hit the
Slovak defense sector most seriously, followed by the Slovak electronics sector (Smith, 1994). Tesla's production was
concentrated just in these two areas.

! The future role of the Joint venture depends largely on the strategy of the German HQ, which has included the
reduction of Hoechst production plants in Western Europe and corporate restructuring after its 1995 take-over of
American pharmaceuticals company Marion Merrell Dow and the purchase of the majority in the firm Roussell.

*#% At that time, PSB Brezova mostly produced fence wire and springs. Its sales reached SKK 450 mitlion (US$ 15
million), annual investments SKK 30 million (USS$ 1 million) and it employed 1,650 workers. It exported 20% of its
production to almost all European markets (especially to Germany, France, the Netherlands) and to Asia. Its partner,
the French-based company DIRICKX produced fence wire and shingles. It reached sales of US$ 35 million with 250
employees, and its annual investments were US$ 5 million. Ninety-five percent of its production was sold on the
domestic French market.

¥ To some extent, the change in the ownership structure was caused by fundamental changes in the Slovak parent
company PSB. The description of these changes can illustrate some of the problems of privatization, restructuring and,
more generally, transition from a centrally-planned to a market economy. In 1992, PSB was transformed into a Jjoint
stock company with 100% state participation. In this form PSB went into voucher privatization. The management of
PSB obtained 40% of PSB through GB Trading, a company with the participation by British Metalforce, which
marketed PSB's products on foreign markets. GB Trading used funds borrowed from the Slovak Insurance Company,

28



but it was not able to repay it. In this way Slovak Insurance Company received this share of 40% in 1995 and
nowadays it has a 49%-share in PSB, the Slovak parent company of BC Torsion.

™ The situation at BC Torsion contrasts, for example, with the situation in Volkswagen, which has problems hiring
and keeping workers, even though their wages are as high as in BC Torsion. One reason is the location of Volkswagen
in the capital, Bratislava, which has a heavy concentration of industries and the lowest unemployment rate in Slovakia.
Two other possible reasons could be the attitude of managers in BC Torsion, who are all domestic and therefore
culturally closer to their employees, and the size of Volkswagen, which is 20 times bigger in the number of employees
than BC Torsion. Managers of BC Torsion benefit by operating in a small city -- they hire workers known for the
quality of their work, and even when looking for new ones, they prefer the members of families of their current
workers. The situation for hiring managers is worse-- it is very hard to find good French speaking managers near the
location of BC Torsion (even the managing director lives in Bratislava). This problem is connected with the shortage of
apartments and non-developed financial support (home mortgages) for relocating within Slovakia.

i DIRICKX has obtained new and cheaper products to improve its position on the French market and on the basis of
Slovak experience (BC Torsion was its first presence abroad) it has expanded also into Polish and Slovenia's markets,
where it has founded commercial joint ventures. It is preparing entry into the Hungarian market, and the Czech market
has been entered by a daughter company of BC Torsion. Its strategic aim by establishing BC Torsion was to become
number one in the production of fence wire in Central and Eastern Europe, and it seems to be moving attaining its
goal.
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@ Trasa meira A bude mit nové zabezpe-

Sovaci zalizen( (strana jecna)
® Na Lennonovu zed uZ nikde nebude
smét psdt {strana jedna)

Vase pemze jsou v Ras v hezpe:n'
ek e

PRAZSKE VYDANI

Cizi firmy budou Zadat

jiny zdkon

Poslanci mohou ofekédvat tvrdy tlak z Bruselu i USA

Praha (naj) - Zahraniénf firmy, jim#
poslanci minuly tyden sebrali privo Likat
2ékazniky pomoci reklamnich sowsEi se
stosovénim, zfejm& nedaji svoe ki apl-
nf zadarmo. Novému pledpisu sice firmy
od z4fi vyhovi, za jejich rijmy se oviem
jit brzy zalne bojoval na diplomatické
pudk,

“Koordinujeme nif postup s delegaci
Evropské komise, Americkou obchodni
X a daliimi ambasédami tak, sby-
chom jednali j 3 spolelng prosadi-
i zm&nu,” uvedla mluvdi smerické amba-
sidy Jocelyn Greenova. "Obrétilo se na
nds jiZ kolem piadvaceti firem. Nechime
i od viady a nového parlamentus vysviéthit
jejich postoj. a pokud se nedohodneme,
pijderne k Ustavnimu soudu,” dodévé fe-
ditel Americks obchodni komory Weston
Stacey. Ustaval soud miZe vypustit libo-
volnou Sist zikona,

Spor se tyki pasile, podle niZ lze re-
klaroni hry s pevkem ndbody pofsdat jen
s povolenim ministerstva financi, zdkon
viak zakazuje uddlit licenci firmé sc za-
hraniéni majetkovou oZast.

“le 1o jasni diskriminace, ale

o loteriich

kierych se losuje. Nepéjde o lowrii, a zé-
kon s¢ tedy na nis vziahovat nebude,”
vysvltluje privaik Baliren Douwe Eg-
berts Viadimir Prochézka

S tim, ¥c zdkon bere cizim firmim
Winnou zbrak v boji o zikeanfka, a tim je
znevyhodBuje vili domici konkureaci,
souhlasi i reklamaf experti. "Lidé si rid
hraji a soutdZ 5 prvkem loterie nic nens-
hradi. Navic, jakmile cheete dét do hry
néco vEtifho, musi se losovat. Auto ne-
mie vyhrit katdy, kdo nikam polle de-
set obald od Cokolidy,” vysviluje vikon-
n¥ feditel Asociace reklamnich agentur
Jitf Miikes.

Polkozend firmy viak zatim nehizej(
flintu do Zita a spolthaji na pomoc zven-
. "Chei vEHL 1omu, Ze novy parlament

bude zikon novelizovat. Evropaks unic se e

ur€ité azve, slykf hlaxy obchodnich ko-
mor,” soudf pravni zdstupce americks fir-
my Procter & Gamble Hynek Sery.
“Doufam, kc novy parlament zdkon srov-
nd," ks i Feditel prodeje v Cokolsdov-
nich Viclav Hnilitka,

se pthusobu Od 24H upravime svoji

74 s ‘ .
. ik pich 2apise-
Nhhménxmnktplkyzﬂmseh

Mul MﬁWMMzMVMMEMWMb Bbeomocné sleduje sutiny, kierd zdchra-

i délar ve Pokracovidni na str. 13 ndfi budow muset odstramic FOTO: CTK - AP
l W, » e asr
Summit Clinton - Tiang z4sadni spory nevytesil | Turetti zichranafi hledaji
Peking (vib, Reuters, CTK) - 1kdy2 | kovt konference, kicrou vysilala mistof tele- | O potlaZeni demonsiraci na pekingském Ynrssls Lo £
Cina a Spojené stity * o wnim vué: i rut]l,ll:sk abec némésti Tchien-an-men v eervnu'1989 ty’ CO pl'eZlh Zemetl‘esenl
summity prezidentd Tiang Cec-mina a illané Vi poprvé od roku 1949 | Clinton fekl: "Myslim, & mysli 3i 10 | Ame- . Snxe
Clintona na scbe mific strategickymi jader- | méli monost slyiet velejn & rifand, 3c poufiti sily bylo chybow.” Pfipo- o :?I;’G..; ;.('E‘TK) wﬁ acjsilnéjli md) silv 4,8 stupnd
nymi zbrandmi, vidinu spord se politikém | ve stitnich médilch i jiné ndzory, nct jim | mnél, 3¢ byl oficidlng plivitdn na néméstf ly. Kieré v sobotu postibio zejmé- | V milionové Adent stile nebyly
ncpodafilo nabize jejich komunistitf viidci. Tchicn-an-men (cely ceremonidl byl zkrd- | = 00 o S0 K0 B Mﬂv st | cbeoveny dodivky clelnrickinn
“Obé zemd jsou pan.mry nikoli provi Podle inf; agentur dok na mno- | cen ma powhych jedendct minut). “Tam se dujud vysicalo plincimenim 112 | proodk. Kvili obavam 2 sikijch
ky,” Iekl po schizee Tiang. "Nale pritcisivi | ha mistech nejlidnat2jdi zem# svEa ostival pled deviti lety studenti i datl] oblané vy- oblaf, Asi Liskc zranénjch musclo | nialeduych otfesd oz abyvatclé
mond nikdy ncbude dokonalé - Lakové nenf | automobilovy provoz. Nap#kiad taxiksfi v | slovili pro demokracii, podotkl. Tiang "Yllﬁm nemocaice. strivili noc pod Eirye nebern ncho
Eadné phielsivi. Ale doufim, Ze vydrii na- | Pekingu muvovah A kn]mch:h uhc |by si | oponoval & pomnoct  mitsia narychio ocoessovali
vidy.” odpovEdil Clinson. ¥ Klidu p "Kdyby “inskd vidda tehdy proti pnlmo- cviteny:h psh vicra hiedali v | "Zdi jeow milicnt, melity 2 rming-
Sczngmspomychbodﬁv!akn'm-lm;.né ho hdlvikilapnshdﬂhpkﬂm kym nezasihla, h Kioré kata- | rety s zhroacily. Co se di doin?
mkac:'w pledifm: mﬂmkc puvle dh:u‘::. m mﬁ:ml::i & uvidélo, Ze si pkejf vice :;Elu polslické siabilité, kietou znkme m"“u‘n MMY osaby, Nekiet 5 jo b ok, o ek
, m
Tibet, Tchaj-wan, rosionci abehodnt deficit. | Do nejviEiio sporu se Clinion a Tiang | Na rozdil od tiskovt konlerence oviem “Jekid " neskontilo. Jelid je dmﬁ’"'m"’ maji jen '“‘Mlmh-:_'
Na Zinské poméry viak byl senzaZni pii- | Ce-min phi | i dostali phi nedind Sinské nmmy m lekl Joden m o whnplnummﬂnm
my pfenos sobotnd sedmdesiliminutove tis- | oulzky lidskych pekv. y n str. 8 X b;fo 20l podél | MIkvei Eeského minisicrsiva
celého tereckeho stfedomolaké- | 2abranili Rudolfl Hyk) sd2lil, 2e
ho pobledi, ve ufedni Anatolii a | podic destwpnych informac ne-
na Kypru. Po prvnim hiavaim | jsou mezi 059"'“ ani zranZnymi
m‘ui;a (Vi Ndﬂnh.. 9)
. vé 65 nislednych nichz .
Povolebn! zmylend z .
Mylil se ten. kdo Cekal, Je » sw e
brey po volbdch skonti To Na spdlenisti svého domova
fovakeho kabinet. w2 vy . . v,
Podezfely bankét pohibily i déti svou bolest
Policic soudi, 3c byvaly 3( Palm Coast Florida (AP} - | hltily na devadessl tisic akri, ale
Banky Hané mi na svidomi S heabitkami, kieré drdi v rukow, | v kriticky den nic nenasvédtova-
nEkolik nelegdlnich operaci. prohledvajl diti Msjewskych po- | Jo tomu, Ec by plameny mdly
w3 pelern zasypant trosky svého do- | ohrozit i pokiidny Hivot Majew-
mova ne Flonid2. V wéo Sisi USA | skych.
Slepota na postupu zuli ud tjdny nilive potiry. Jejich |  Nebyli tehdy ani vEichni do-
i ji: Ne- dim vyhole! do zikiadd, ma. Bill a Lorie Majewkti spolu
vidomych a velmi Ipan vidi- Po dievinim alinku za Gomem, sne)ﬂuilmuﬂyldul dvandc-
cich licki bude piibyvat.  sir. 4 kde si déti rfvaly, nend ani pamit- | tiletou Paisley. odjeli na charita-
ky. &qn!jﬁo po jasming, kiery | tivni akci ve prospéch Kiestan-
Zddosti o deteldor ti kvetl na veramd, Ani snubné pri- | ského domova pro mibide?.
NekteH obvintas sum p0- | || Poatend predsavent Jezite sttt st e defmd b publitem e, oo it i v | poecm v Somovd viak po
f;d',‘,’;.f:" -y ",,;,dw,’ ieklory FOTO: MAFA - DAN MATERNA mw omiceend, | Jich Serinole "v?..?&".‘...’f&;
Y] sy » - we pohltil 24z, Ronavilo se rychle evaisovino.
pleseue. Muzikalovy JeZif se rozloudil s humorem ||: oo i xia Bifl ¢ vydal jako o 24vod k
Francie postupuje ) Zatimco a2kieH lidé ze sou- | domove, kde zéstala se temi
Fotbalisté Francie i Praha (za)- Sedmaliyfi- | Dracula sc 1ot nedivno zasta- | vali aarsfkami na ostatnt kote- | | gedstvi v tichém Seminole | miadbfmi démi jebo chynk.
'h%'vé'm :ﬂc‘:;:"“ cet mésich tvalo vtEné taenl | vil na Sisle 916 repriz. Muziksl | gy, pfedetavite] Pilita s na scé- Woods nechiZji, by jejich d81i | Devitiletd Patrice privé kreslila
‘a‘ m 3a P'_a“ 90 | {{2eské verze muzikle Jesus skladatele Andrew Lioyd-We- | aé objevil s elektrickou kytarou | | vidély misto, kde lehio popelem | obrsadk na Den oicl, kdy? babkda
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US vzkazuje: Chcete-li pravicovou Koalici, pFistupte na naSe podminky

Praha- Umc:vnbndyvylouhovikm-
du karty na sti) s vzk

naji

koali¥nim pantncrim - ODS 2 KDU-CSL, co
musi udélas pro o, aby se vicchay ifi strany
sefly spolu v jedné viadE,

V p&ti bodech, do nich? ziormulovala své
podrinky, unie podaduje: v nowé viddd nebude

politickou finantnich je za Man- | nynZjli Elenové Rumlovy strany - byvali | | 2 gudouc koaliéni wida se plihidsi k positice Josela ToSov-
afér, hudmclkd;imhﬁpnu;mapnn- né ani I mmwvaynlSvuho— :s'l‘opl'uhedovéODSlml‘lllp Jifi Viach skiho. widy
ropskou onentaci, j pojmeoie da: "PIlili unii nerozumim. Nechips & Jiff Honajrer.

Wﬁwmwmlm d:vilmzh;ehhkum Mylllnlip'; *Pokud sc v dofcleni probléme okolo finan- | 3. Hospoamwmuwwyommmuummm-

‘!cpoluhtﬂovﬂdypndpoﬁbve
ibéch jen procent populace. Ne-
myllmsuhbydnnmélimitamhdky
voleb,” kontroval mistoptedseda ODS Miro-
slav Benel. Ziroved se pozastavil nad tim,
2z 3i waic klade podminky jelé pled zalic-
kemvyphivhdnblchld

ted je opravde slulné dit Zanci Miloki Ze-

i. Nelibi s¢ mi, 3¢ sc formujc novd

co? | choe mit ve visd2 vitking miniserskych kie-

sel. Také poZadavek, ve kierémns unic nazna-
éu}e E Vklav Kim Jnkn pi'M DDS

shnalymnnny budemeDSpnﬂn
stnvilein

Tunpiinlnhndejndauuriﬂm.
2e 2a minulé skandily ODS by mohdi pykat i

coviai ODS dojde k zivére, ¢ odpovidaost
mi ull grémivm a & viichni jebho Slenové by

*Tolovského kabinet 2de na zékiadE pravi- | koalice v dob2, kdy MiloX Zeman jeitZ ne- nﬂhﬁplnéothjl:pollikyukmm
cového programu zaved! novy typ korekt- pled]oﬁl !Adni nivrh " Uvedme poadavky | ven,” bodil Kisusovi mhmu_?il?
nich v212hii a otevienosti. Zs krfitkou dobu | plitom S: Na pledsedw ODS M Bencle

svého fungovint prokézal, 2c je akceschop-

nou vl&dou, kterd rozhoduje o vécech, k | hody ifi pravicovych siran budou ziejmé vy- 'Toje]ehovéc My jsme sc na posiednim ]
nim2 minold viida neméla odvahy,” vysvéi- | zvy unic k ve vii- | koagresu ODS dobiodi, 5 ¢ k i8mio vécem budou ctt princip csobni
lil jednu z klitovych podminek Unie svobo- | 92 a vyvozenl politické ody dnostl 2 mi- | jik vracet. Navic miru politické 1] g Viida bude jednoznatink m di-

dy jejl predsada Jan Ruml.
0ODS oviem pozitival hodnoceni Tolov-
ského viddy zpochybfigje. “Unie a lidovei

Nejviadf pfeltﬂkon pﬁpadne koaliéni do-

viak Pilipovo gesto neudflalo 24dny dojem:

nulych nnnmkyrh finan@nich aféy. Plemole
ODS tvrdi, 3¢ si #ddné podminky
neklade, dala ut minuly 1yden najevo, e

i oblané ve volbich.”
TOMAS CHUNDELA,
JAN PERGLER

Podmirky Unie svobody pro zahéjen(
jednéni o vytvoleni stfedopravicové koalice
1. Ta10 koalios bude tvofana 0DS, KDU-CSL a Unil svobody a bude

sa opiret o vitsinu minimdiné 102 manditd. 2adné politické
strana nebude mit ve viddd majority.

zpomaleni ‘hospodifskiho vyvoje po
lé Imu. terd vyvrcholila rozpadem visdni koatice v listopady

4. Vidda hogsmltldmulmrmdapfo
vytvoli podminky pro aZinny

siran. Sirany

1205

Volebni komise potvrdila shodné vysledky stran

Praha (CTK, jki) - Ustfedni volebni komise
na svém sobotni mimol'idném zascdsni potvrdila,
¢ shoda polte hlasi, kierd republikini a Dichod-
ci za Zivounf jistoty ziskali v okresech Domatlice,
Karlovy Vary a Uhertké HradifiZ, neni chybou,
ale jen vzicnow ndhodou,

komise JiH Kratochvil kritce

Ze mimolidné zasediing bylo

by to zbyledné podeztent, 2e VK chee komrole
brénit. Komisc mu nakonec dals za pravdu.
2664 2064 Mistopledseda stalisticktho é7adu Yan Fischer,
2105 2105 Kkiery i po upozornéni novindhi na shodné vy-

Clenové komise, v nik maji zastoupeni

viechny
kandidujici sirany, tak viasin2 dali razitko na s1a-
novisko Ceského statistického dladu, kiery za vy-
polet vysledih voleb zodpovidi s zkontroloval je

v usneseni, které ¢lenové DVK v sobotu plijali.
Kdyby nyni chifl nfkdo vysicdek voleb napsd-
nout, mibde pouze podat stifnost k Nejvydlimu
soudu.

Mimolédné zasedini svolal ve Ctvriek pledseda
. €O 5€ 0 Vyji-
medné shod? dozvid] od MF DNES. Od nékte-
rych Elent komise si viak za to vysloutil kritiku,

sc hdjil tim, Ze kdyby komisi nenolal vzbudilo ? -

sledky D2J a republikini projel vysledky k¥-
Zem kriZem, upozornil na dalli Zisciné ndhody.
Napfiklad Demokraicks unic ziskala v okresech
Kolin, Strakonice a Zdir nad Sizavou vEdy

. Kratochvil

T2 phak 7739 hlasi.
“Komise o2 nic nekontrolovala. Spokojils se s
tim, 2¢ vysledky provefili statistici a fekli, ¥ je
vie v potédky,” konstastoval mistopfedseda UVK | | Kolin e
Per Safrinck. Strakonice fir) ; .
“UVK nemd pochybaosti o tom, B¢ séiténi vy- Yt
sledki voleb, jako? i Cinnost volebnich komisi nad Sizavou N MWMMM v ndlgerych okresech piidéialy prici Usthedwi volebai komisi
viech Groval, bylo v soulade s¢ zikonem,” pilie se Pramen: Usifedui velebai komise FOTO: MAFA- DAN MATERNA
Ve rd r4d
Gross drti Zemana | pokud pii sestavovani vliddy selZe CSSD, |[Havel nevyloutt budouc kentakty s KSCM
I’uha(C'l‘K::-s:r;hmpo- v . ” . . u;:nhnlﬁ&&tﬁwﬂmwmmﬂnm
laneckého kluby v )
s e | poverim asi Klause, oznamil prezident > o B Lot it et e w
socidinich demokrath MilokZoman | Praba (jik, CTK) - Prezi- | drubé nejvErti parlamentnd sira- | dow keev, novou i am ve £i pazdif ndjakos formou $ nis v pracoval kontakt vetowpim,®
by nemél zc avé funkee odsioupi. | dent Vsclay Havel v sobotnir ny.mjej w ¢, Iekl pre- hbyo(blaknvuv Mvum".co-; daukwva, preziders, bicry komanisty jako pertamerand stran ne-
Zeman pled volbami problsil, 3 ¢m potadu R y | zident. 1é1a ta pledchozd koalice 2 wich | | Pzval k povalehinim jodnimim na Yind. Presidert wvodl, i .
pold s¢ i nepodalt sescavic vik- vl.inechomimil.!épokudu- Viciav Havel aezakryval, 3¢ | & onich divodi 2drbovals, od- ""“““|G""“""-||“ :"‘““’""l""““""ﬁmim hkﬁ
du, je pfipraven rezignovat na svou | 13e pokus pfedsedy CSSD Mito- | by m2] oviiem 2 K. klidala.” primon pozvind Y
funkci pledsedy strany, Ec Zemany o sestaveni nové vid- | nepfilid dobry pocm :eu:)-y Prezident v rozhlase mavic || PPV Phipadnt e Head.

“Osobn si myslim, 3¢ by to ne-
k lomu nebudu vyzyval,” fekl vie-
ra Gross. Volebaf zisk vice ne2
2 ptmenh.lnﬁpmcssblelzz

dy, povili daliim pokusem pled-
sedu ODS Viclava Kisuse.
“Nebudu-li mit vkiné davody
polida nikoho jintho, acbude-li
to vile ntkolika politickych sub-
jektd, spoleZnd vile, abych podd-
dal nZkoho jiného, budu-li na to

sém, lak p

1i2 toho, zda by to ncbyk krok
zpiiky

“Musela by to byt vikda s ji-
nym zpisobem visdnutl, s néja-
kou konceptnosti,” prohlisil Ha-
vel a ul pondkolikits v posledni
dobé zopakoval, ic by se visdy
méli ujmoul mladi polmcl Ts-

naznalil, e pokud adkiery z
politikd sclZe pHi sestavovini
viddy, neai vylowleso, ¢ on jej
po &ase povEh iymi ikolem
anovu. "Snaha o sestaveni vis-
dy mi2e byt provizena vice po-
kusy jak o politicks jednini, tak
molni dokonce o ziskinl divd-

Viclava Klause jako pl‘edledu | kovd vlida by potteb

la mis-

AN,

Zeman pii sestavovani vlady vyckava. Ale ma na co?

P raha- Kdo olekdval, S plediasné
volby zihy ukonf{ Fivot provizom viidy Jo-
sefa Tollovekého 3 vysitidd ji kabinet oded-
Zejict vysledky voleb, mbde sc s svymi
pledstavami pomalu, ale jistE Jowsit.

Zeman tomu mi2e napomihat postupnym
pfihazovinim Likadel. U2 pfi prvni schiizce
§ vedenim onic vytéhl doss silny kalibr - 10-
leranci své viddy s lidovei si chil od wnic
koupil Ulasti Josefa Zieleniece 2 Josefa To-

Prezidem Viciay Havel sice hned dva day | fovakého ve viddd, premiéraké-
po volbéch povEi) pledseds vitdzné socidlnl Inpnulluefuumnvyhnnlmkmnm-
demokracic Milolic Zemans, aby zalal jednat sociflnich d typu Viadi-
o sestavovdai své viidy, ale u2 po tydnu sc | mira Spidly z¢ sestavy.
ukifzalo, 3¢ jebo dsili je vzhiedem k vysied-
kiim voleb maf jiss odsouzeno k -

Zeman pavic nijak nepospichd a pledem hrozd, .ll'"’.

e sicjnE miike visdu lepit i nEkolik misic.

“Ten, kdo i myslkl, 3¢ jednéni o vi&dE
budou velice rychld, tak jen peokdzat svou
neznalost toho, jak to chodf v nékterych ji-
nych zemich,”

Pokud viak jeho pulenculnl
lidovci a Unie nvobndy dodrEi svéslovo s
énl svi soud: iska, neni k od-

kazdm na zahraniZ! a k néjakému vyekiviai
Hidny diivod: pravicove strany Loti2 uk ted
tekaji, a2 Zeman pohott, a ony se samy po-
kusi sestavit viide, dokence vEdinovou. A o
€ se mide Milodi Zemanovi jen zdi,

Lidr socidlni demoksacic viak ziejmE v,
¢ prodluovinim jeho misc mohow nEkomu

lidové strany nebo z Unie svobody jt | nepok
1 lidavé 2 Unie s povolit Od chvile. kdy Zeman svij néveh na no- | :

nervy a pak se ozve: Prod to s tim Zemanem

“To, £e 3 tim plijde, jsem vedEl jelié diiv,
nel jame se selli,” prozradil o vikendu BF
Unic avobody Jan Ruml a také dodal, 2e mu
o Zemanovych Wkadlech fikal pledem i pre-

i, tedy zident. "S 2adnym takovym nivrhem sicjnk

sovhlasit nebudeme, nehleds na to, 3= To-
¥oviky i Zicleniec nabidku odmii.*
Vzhledem k 1omu, 2¢ lidovci bez unie do
visdy s CSSD nepdidoy, 12c uf mé! s jisto-
tou tvrdit, co Zeman dlive &i pozddji plincse
Viclavy Haviovi na Hrad - bude (0 nivrh na
mendinovou jednob ou viddu socifl
demokracic. Je jiste, Ic to Zeman nevadd,

dokud 3¢ alespoll o tuto zoufalou variantu | ™

usi.

jenonﬁm).bﬁeﬂenkhalpvendmo-
vi. Vﬁ-,th:vclhtmtmvybmm

[/ i nebol
uICSSDplummbudemlumvém  pav-

Nymburce Grebenilek.

Grebenitek hovoif o poulitnich stfetech
Prahs (ETK)- MMMVWVM
draznd odmicl

veni také vyjik do ulic,” fek] na zascdénd dstfedniho

¢ ODS preferuje plimy styk s volidi & mitinki se nevadd.

ODS Macek wiera konstatoval,

Praha (ina, jik) - Jakkoli
s vysledky pfedtasnych voleb

fedem plislibenou podp

valmy pollan:i 2 povéli jednénim o sesin-
vend vifdy ziejmZ Viclava Klause jako pied-
sedu druhé nejsilndiii srany. Dil iedy bude
viidnow Tokovskédho kabinet

2. Zemana | pti viech nncich jmenuje
premiérem, zirovel jmenuje i jebo vikde a
nechi ho, aby se 3¢l wchizet o diviru do
sodmovny. Ta mile o divile hiasovat kdy-
koli, 2im3 se opéL oddaluje pitpadny dalkt
pokus jiného politika o scatavent visdy,
Navic by v ptipad®, 3¢ Zemanova viéda ve
snémovnd neprojde. tento kabinet u visdl
{protoze ho Havel jmenoval), & to do doby,

podobaji nézordm volifs ve
volbsch v roce 1996, ul prvni
tyden politickych rozhoverd
skizal, ke temtokrit 1o bude se
sestavovinim nové viddy na
delfi lokie,

V roce 1996 sice prezident
Viclav Havel povEtil 1&fs vi-
w¥zné ODS Viclava Klsuse jed-
nénim o novém kabinetn a2 ty-
den po volbich - bEhem 1éto
doby se viak siafila hrubd po-
doba staronového pravicového
narysovat. Skoro od

nel by p i ndkdy v bud: vyslovi-
Ti diivEru viAdE jiné.

Prezident Viclav Havel se zatim jasnE nc-
vyjidtil, kterow 2 tichto variani by si vybeal.
Nekiefi socidini demokraté viak sami Fkajl,

potitku bylo jasné, 3e menfino-
vou viddu sestavi ODS, ODA A
KDU-CSL & zajistl si tol

V roce 1996 bylo uZ tyden po
volbach jasné, jaka bude viida

lice strivily hidkami, pH nich2
dokonce politici vatdvali od jod-
nactho stolu se slovy: S vhmi ui
Nejvedii spory ichdy vyvolaly
pledstavy jednotlivich siran o
tom, jaky budou mit ve viidé
vliv, jak moc detailal bude koa-
1i®ni dohoda a jestli uzaviil se
socidlni demokracif pisemnow
&i dstni dohodu o toleranci
jak moc ji konkretizovar. ODS
se brénila, aby tyto dohody by-
ly psané, naopak dvé menki
nuny na lom striking wrvaly.
“Pokud menfinove viida bez
Jasnych » pisemnych dobod. to
i je lepli velki koalice ODS o
€Ssb.” il Josef Lux a

CSSD plenechinim kiesia pled-

jebo vyrok nejvEmEji odrilel
d spord.

2e poslal Z visdu do snémovny pro

dévire, a pfitom ji nemit pfedem jifiZnou,
! by byl hazand. "Podle mého nizorv by to by-
ncimént dobri varianta,” pmhliml viers !
4 CSSD Stani Gross.
JIRI KUBIK, '

sedy y Miloli Z

vi. Naopak letofnl prvni povo-
lebnd tyden nepfibliZil podobw
pHilti vikdy ani v tichio nej-
; hrublich obrysech.

Prynich sedm dni po volbich

Klaus, Lux a Kalvods iehdy
své rozhovory dspiind zakonZili
Liyti tydny po volbéch, kdy po-
depsali koalin( dohadu. Za dalli
mésic vidda ziskals divire snd-
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MISTROVSTVI SVETA VE FOTBALE

ZLATY GOL FRANCIE Francowz Trezeguer hia-

MiE 3¢ ve 24. minuté prodiouIent de

chvd ke zce-

ki stoper napfahuje a brankdF Chila-

Blanc svou Janci proméluje a stiilf “zlacy gdl”,

zumiuﬂmamspow:ﬁmemth- ia voinému Blancovi vert milde jen dosfat, ¥r ko mid trefi &rjnpmﬂdf‘muﬂdoi‘wrﬁndkmm&ln
tabul skupin z ” 2 £_ e zujimale nds
wrscerl Prvni zlaty g6l zachranil Francii .

Hriile se: Brarflic - Skotsko 2:t,
Maroko - Norsko 2:2, Skotsko - Nor-
sko 1:1, Brazflic - Mascko 3:0, Nos-
sko - Brazflic 2:1. Maroko - Skolska

30

1. raalle 3181 &3 &8
L ersin 120 4 8
3. Marcko 3111 85 4
4. Skotsle 3012 8 1

Francie - Paraguay
1:80
po prodiouieni

Lens (spo) - Zrod hrdind a
atim nejvithi drama Jampiondtu
poskytio osmifindle v Lensw,
Prvnim je Lawrem Blanc, kiery
ve 112. mingi® prodiosieni zla-
t¥m gélem rozhod! o postupa
Francic do favnfinile, drobym

2:1, Chle - X 1:1. | cely uamctny tym Paraguaye, ne-
t: ] E ] Revibipi il o
Theis 3031 34 2 kmmw"g‘;
Lkmem 3821 25 z“l"‘-l":")’*?m
SKUPIIA C &, aa hifilti je § Michel Platind, jo-
Hriibe. se: Diaako - Sabdak Ark- | hod sy sc mobly Zhwostit.
bic L:0. Framcie - JAR 3:0, JAR - Ty prizdné paraguayskeé bes-

Déasko 1:1, Francie - Sabdsk$ Ark-
bic 4:0, Feancie - Ddasko 2:1, JAR -

Arkbie 2:2
Lhmsdse 3380 M1
Lhimbe 3111t 33 &
1MR 3021 34 2
A5 hie 3012 27 1
SKUPHIA P

Hrile se: Pnruuy - l!hnkn

i 11100

s

dSpmdise 310 1 84 4

4Behasio 3 01 2 17 1t
SKWPA E

Hrilo se: Jugostivie - irfm 10,
NEmecko - USA 2:0, Némecko - Je-
goslivie 2:2, Irin - USA 2:1, Nimec-
ko - Irim 2:0, Jugosidvie - LISA 1:0,

LWl 3 216 02 7
2iogeciivis 3 2t 0 42 7
3rn 310 24 3
4. USA 3003 13 0
SUBPHIA &

Hrdlo se: Anglic - Tunisko 2:0,
Rumussko - Kolumbiz 1:0, Kobam-
bic - Tunisko 1), Rumuaskn - Ang-
lie 2:1, Anglic - Kolambie 2:0, Tual-

sponsko
m,m-m:;l.c_‘m-

ddwponhs 3 00 3
TuénZ vytidténé symy postou-
pily do osmifindle

neflepii strelcl

5 - Vieri ()

4 - Batistuia (Arg ), Salas (Chile)

3 - Heary (Fr.), Hermandez (Mex ),
Cesar Sampaio, Rosaldo (oba Beaz.)

2 - Suker (Chorv), Wilmos
{Belg.), Ortega (Asg.), R. Baggio
(i), Basir, Haddd (oba Mar.), Bebe-
to {Braz.), Bartielt (JAR), Moricaws,
Hierro (oba Sp.), Coce, R. de Boer
{oba Niz.). Peliez (Mex), Kiin-
smann, BictholT (oha Ném.), Whit-

ny, nasifelens Henrym v 39, mi-
out? za stave 0:0, dala zicimé
210d viemu. Francouzi bez diri-

genta Zidaneho jako by nevitdE-
li, ¢im Paraguay plekvapit. A
kdyZ byl odnescn v 63. minwtd
stielec Henry, bylo 10 jedtd #2-
Bi. Ale nejen skvéls obrana Ji-
hoameriZand sehrila roli. Vy-
wZili kakdého momenty k zaito-
Leni, zejména Benitez a Cardo-
so brnkali na nervy celé Fran-
cie. Hodinu hry ncbylo moiné

t, kdo vyhraje. Hek-
ticky d&j vyvrcholil posledas
Svrthoding, kdy sc hrilo téméF
vyhradn2 pfed brankos Parage-
aye. ocbo splic jeled v jejim
Stverci. Tam skikale do stfel
minimdlng devét Jihoamerid-
naé. Stejny obraz milo pro-

dlouent, jen s tim rozdilem, 3¢ | "%

tym Paraguaye oblas vyrazil z¢
své barikidy s vzal to zefi ples
celé hiiitE. "VEim, Je na penal-

ty bychom vyhrdli,” Mlillrulh

(71 Guivarc'n) -

TrezegueL
Paraguny: Chilavent - Axce, Gamar-

=, Ayaln, Sarabia - Puredes (75. Cami-

2a). Aciel. Enciso, Beaftes -

(56. Yegros), Canduso (91. A. Rojes).

- Heary (65. P+

Brian Landrup, vid¢{ postava ddrského tymu, padd pies Bab

ok, ZaskZens Nigerijct Sevidé-
FOTO: REUTERS

Zda Paraguay vydm napor

Praba (jap) - Posto

kifem Chil

tedy po vice nel dvou zipasech, povolila ne-
Wpulguyﬂtlmnvﬁklhm

nk mé neplekvapilo,

2 ie

0 za obranu, kterh ve 'lkuplnl smri* s Buk
harskem, Spanklskem a Nigéril inkasovala je-
dinou branku? Troufne si i na Francii, kierk
dala v zikladnf skupin® devéy g6li? " Absolut-
2 3¢ domdci Lak wkpili,
protofc paraguayski obrana je opravdu vyni-
hjlcl Vlshni heci jsow skvdlf lavitkili a

y. Coje

clwince.
strach:

nemaijt p
pwm vlmlliFruuleksmh.

byvaly reprezentaini

Ze Giyltlenat cbeasy Jiboamericani el Y047 Dioriact)

ncohroZent ipantlské miadiky

kov - Penev i roZené Epand!
Ratla s Morieniesem, Plokonat ji dokizal jen 5777 KO VIC
nikradnik Orema. 8 Francii se drke-
laaZ do | 4. minuty. “ChiZ] bych se sklomit pled trenérem Car-
pegianim, kiery pfesnd vysiihl, kde je sfla tymu. Jo 10 Raprosis
defenziva. Takové pravé paraguayské cmennccio se viim viudy,”
pliromdvs k vyhlsfent, ale neplilidl pohlednd italske obrant.

prose schopnosti dostat stolniky do fance,* mwmym

y ani

co sl mysli expert

RADEK DRULAK,

reprezentant
“Libiio s¢ mi, jakym zpdso-
bem Dinové plekvapili Nigerij-
ce. Na co sdhli, 1o s¢ jim po-

Nefikim, 1= ngenjci nedyli fa-
vority, ve skuping hrili opravdu
fantasticky. Ddnové viak na n&
vytdhli tvrdost v osobaich sou-
bojich, vyrovnali sc jim v techni-
ce i rycl\losu, uﬂh A -

vedio. MEli bezvadny pfechod
do dtoku, hrili jednodule a
kritkymi pfihrivkami se¢ snadno
dostavali do golovych fancl. V

L pr hexkych Imdthnek ale vy-
sledny efekt byl aulovy. Dinové
schrdli mimotédny zipas, na
Ill‘lln viichni vyloZen® ladili.

takovém stadiu lurnaj:. kdy ul
jde o viech 4

sila na prvnd g6l. A ten vatelilo
Déinsko u} ve 1Feti minuts, Za
chvili pFidalo druhy, co2 Nige-
rijce srazilo. Afriandm velmi
ublikilo, 2e s o pledem vidali
ve divntfingle s Brazilis. 1 od-
bornici tyrdili, 3¢ je ndjaké
Dinsko, kieré postoupile s od-
fenyma ufima. nemiZe ohrozit,

radost mi wdElal &y-
I‘inlheeul:ly Michael Laudrup,
ktery je o dva roky miadii ne
j&. Dokizal, 3¢ polid jelid roz-
hoduje fotbalové uméni. Celkove
snmyllim ie(obyljuhnznej-
zépasé na Jampi
Suhl i moji fcnu, kierd jinak v
Echio nolnich hodinkch w2 div-
no chrupe.”

Senzace: s Brazilii se utkaji Danové

Dansko - Nigérie
4 : 1

St Denis (spo)-Naco
Cekal odpoledne v boji Iudlie 3
Paraguayi svit mélem dvé hodi-
Ry, tedy ma gol, stalo se veler
ul 2a i minuty. Nedali jej
viak podle odekdvinl Nigerijci,
ale Dinové. Zneme rdeni “smél
chytit Eanci za palesy” zrealizo-
val debutant v dinském dresu
Peter Moller: aab&hl na idestnl
plihrivku Michacls Laudrupa &
bombou k 1yéi 2ahéjil skore.
Nebylo oho dost. Ve 12. mine-
i€ mu byla svifena rina z pHi-
mého kopy, brank sl Rufai ji ne-
udriel a Brian Laudrup zvyiil
na 2:0.

Apukndlvélaehlu napnml

¥, co i s¢ soupeFem polir, & ma Ervrifindle 5 Brazilif mohow tapomencus.
MOENE
| DANSKD &1
[
Ptk 21.00
DRAZILE
[~ | S
11000
pondnt 21.00
sobets 1830
oy 21.00
uram [
mALE
ITALE 10
woRsxQ W | .
[_31% ]
FRANCIE | FRANCEE 19 |
PABAGUAY |
472100
MEMECKD
pondi 16.30
MEXED |
saboln 2100
RUMUNSXD
oy 18.30
PUABUATIVA

jh:h.)n"vaé Nigericbylnvy-
sokym favoritem, ale 2délo se,
B¢ ji dochézi dech. Poskednl 24-
supce Afriky na Sampionite se
sice vzpamatoval, af do plests-

vhy plodvidél pled dinskos

tance s mifem, velel jim kouzel-
nik Okocha, sckyndoval hlavnd
Kanu, ale vic bez efelun. Pozor-
né brinici Dinové se nikam ne-
spichali, &as hrél pro nZ.

Nap&ti, co bude s druhou péil,
vyprchalo rychle, zase dik D&
nim, Sice s¢ nchrnuli mijak do
dtoku, ale Nigerijci je k \omy
svymi neplesnostmi i nervozi-
tow vybizeli. A pfide! koncer,
na néjk se odbornici i fanoulch
iili, oviem v opainém prove-
deni - misto Nigerijcd jej pled-
vid2li Dinové. Stlileli navic
krisné goly. V 56. minutd jekd
ptomarnil Michacl Laudrup is-
tou fanci, ale 2a minute sloZil
reparit. To u2 pfifel na hlidee
misto tudiny Mollera staronovy
dtolafk Sand, a z Michae)
obloutk za obranu dal snad za
thicer vielin gdl. A assledoval
Civity, po (ukesw v reZii Jirgen-
sena. pro nigerijskos obranu
ponitujici, sthilel Helveg,
“Pledvedli jsme tulo nac fothal
vysoké dinské kvality. Je 10

trenér vitdzd Bo Johsasson. K
piiluimu soupeli Brazilii dodal:
"My sc nehojime, of ¢ boji mis-
ool

Cesing gol Babangidy z pro-
tiditokn ul na senzaci nic neznd-
mil. StHdajici Lawdrupy provi-
zely ovace & ndkde w televizord
tashi Brazilci, soupcte se
dofkali. "Dinové mEH skvily
dtok » promEfovali Bance. Pré-
vE 10 ndm dnes chyb2lo. Vibec
jsme nepolitali s tim, e hy-
chot nepostoupili, je to pro nis
krmé, ale takovy je fotbal,” fek)
nigerijsky hesd Finidi.

Branky: 3. Mbller, 12. B. Land-
rep. 60. Sand, 76. Heiveg - 77. Ba-
bangida. Reshed(: Meier (Svicar-
ko). ZXK: Rieper - Okochs. Diviich:
30 000. Paledes: 2:0.

Didmske: Schmecichel - Coldimg,
Ricpes, Hogh - Jorgensen, Helveg,
Niciaca, M. Laudrup (34. Frandamm),
Heistze - B. Laudrwp (75. Wicg-
hoest), Moter (39, Sand).

Nigirte: Rufsi - Adepoje, Oke-
chukwe, West, Babayaro - Fimidi,
Otisch, Okocks, Lawal {63, Babangi-



