PAGE  
1

Friends of Slovakia Dinner Gala

November 9, 2005

“Slovakia’s Economic Opportunities and Challenges”

Good evening Ladies and Gentlemen.  Thank you, Mr. Ambassador for your kind introduction.

I would like to begin by thanking the Friends of Slovakia for organizing tonight’s gala and affording me the opportunity to share a few thoughts on Slovakia’s tremendous economic progress to date, as well as to offer a few thoughts for the future.  This is a great time for our company, and I am personally delighted to be here because my family’s roots are in Eastern Slovakia.

It is also a privilege to share the stage tonight with so many dignitaries from the Slovak Government, the U.S. Embassy, and members of Slovakia’s business community.  I am also honored to share the podium with the other worthy awardees and distinguished international public servant, Lord Robertson, who deserves great credit for helping to make Europe a safer and more secure place.  

Frequently, in my travels around the United States and the rest of the world, I am asked about our company’s operations in Slovakia, the state of the economy here, and Slovakia’s prospects for the future.  This is a good news story by all accounts and it is one I enjoy sharing, regardless of whether I am talking to officials in Washington, DC, investors on Wall Street (which I did last week), or steelworkers in Detroit, Michigan, Gary, Indiana, or Pittsburgh, Pennsylvania.  

There is a growing awareness among those in business circles that something dynamic and exciting is happening in the heart of Central Europe.  Whether people have heard about Slovakia’s accession to the European Union, last February’s visit by Presidents Bush and Putin or your successful adoption of the flat tax, I am here to confirm that the world is beginning to notice Slovakia and to discover all it has to offer.  

From the caliber of our workforce in Kosice to cooperative relationships with local and national leaders, I faithfully report that Slovakia is a great place to do business.  I usually begin by describing how U.S. Steel came to invest in the former VSZ steelworks after that company found itself in a very untenable financial situation and the Government was forced to re-privatize the factory.  I talk about our highly motivated Slovak workforce that possesses skills and capabilities that match or exceed those found in any of our American plants.  I share insights on the friendships our expatriate workers develop with our Slovak hosts and the cooperation other foreign investors can expect from the local or national government offices.  And I always speak of the warmth and hospitality of the Slovak people.

I also advise investors to consider not only our words, but also our company’s actions.  Since acquiring the Kosice steelworks, U.S. Steel has significantly expanded the facilities and invested in new technologies and capabilities, including vacuum degassing, expanded tin coating facilities, and a new electrical steel line.  Currently, our engineers and contractors in Kosice are building a $160 million hot dip galvanizing facility that will have the capability of processing approximately 350,000 metric tons of steel to serve the growing demand for high quality coated steels in the Central European automotive and construction industries.  This state-of-the-art facility will open in early 2007.  We are equipping our business here to compete in the global marketplace by ensuring it has the equipment, technology, and training to be world class.

Looking at Slovakia’s recent economic record, however, it is clear that U.S. Steel is not the only company that has found Slovakia to be a pathway to success:  

· In 2000, the year U.S. Steel purchased VSZ, there were but a handful of foreign firms investing here.  

· Just two years later, in 2002, 25 foreign investment projects were signed and initiated; these projects – worth about 311 million Euro -- were projected to produce over 5,000 new jobs.  

· By the end of 2005, about 40 new projects – worth more than 2 billion Euro -- will be signed and approved. These projects are projected to create approximately 20,000 new jobs.  This is quite a growth record!

There are other signs that Slovakia is ascendant.  Last year, the World Bank recognized Slovakia as the world’s top reformer of its investment climate and listed it as being among the 20 most attractive countries in the world for doing business.  Similarly, a competitiveness ranking by the Swiss Institute for Management Development placed Slovakia first among Central and Eastern European countries.  Any business looking to serve established markets in the European Union or the emerging markets of Central and Eastern Europe would be wise to consider locating in Slovakia.

Nowhere is this more evident than in the automotive sector – which I can tell you is a great delight for those of us in the steel business.  A report from the accounting firm PriceWaterhouseCoopers last week forecast that annual global vehicle production could increase by 8.7 million units by 2009.  That’s a 15% rise over the 60 million vehicle record set in 2004.  Slovakia will be a major player in this explosive growth.  The Slovak Investment and Trade Development Agency projects the auto industry should employ more than 100,000 people by the end of 2010, that’s up from 55,000 today.  This is the kind of employment that will allow real wages and living standards to rise throughout Slovakia.  The benefits of this expansion will be widespread.

The far-reaching reform agenda pursued by the government of Prime Minister Dzurinda is credited by many -- myself included -- with stimulating the interest of the foreign investment community.  Slovakia’s pursuit of meaningful reform in the areas of tax, welfare, pensions, healthcare, the labor market, and the legal system has captured Europe’s attention.  Through its actions and attitudes, Slovakia has become a serious contender in the high-stakes, global competition to attract the type of business investment that creates jobs, builds wealth, and supports communities.  Slovakia has earned the right to participate in this contest and is pursuing the types of policies that will reap rewards for its citizens in the future.

We understand the complexity involved in implementing these reforms.  We also appreciate the political sensitivities associated with their pursuit.  Internationally – from the EU to the US to Asia – there is great interest in sustaining these reforms for the long term.  Many in the business community hope that future reform efforts will also extend to property rights protection and law enforcement.  The social, political, and economic environment these sweeping reforms aim to create will be one of Slovakia’s prime competitive advantages in the years ahead.  

Fantastic progress has been achieved in reforming the economy since 2000.  However, as in every human endeavor, there is always room for improvement.  We must always strive to do better.  Since it was suggested that my remarks this evening should also address challenges facing the Slovak economy, I would respectfully suggest that there are four areas of public policy that merit continued attention.

The first of these challenges is finding a permanent solution to the nation’s  unemployment problem.  We are all pleased to learn the latest figures that show national unemployment in Slovakia is following a positive trend downwards.  According to the Slovak statistics agency, unemployment has fallen from over 19% in the first quarter of  2004 to just a little over 16% today.  This is a dramatic improvement.  It reflects the positive effects of public policies that promote work, attract foreign investment, and stimulate the growth of Slovakia’s services sector.  Unfortunately, while the unemployment news is improving in some parts of the country, other regions continue to experience much higher rates of joblessness.  Government and the private sector must work together to find ways to ensure that every Slovak who wants to work is able to find a job that supports his or her family. 

The second challenge will be striking the right combination of regional policies that will enable all parts of the country to participate in Slovakia’s 21st Century economic awakening.  Improving infrastructure and education throughout the country should be a critical component of a successful national development agenda.  

We know, from many survey sources, that Slovakia's road and rail infrastructure is frequently cited as a reason companies chose not to invest here, or at least not to invest in Eastern or Central Slovakia.  Infrastructure spending of this sort would be a sound investment in Slovakia's competitiveness and an immediate contributor to the nation's quality of life.  In addition, the education system should be examined to ensure that workers who will enter the workforce in the future possess the computational, linguistic, and foreign language skills that will be required by the sophisticated industries planning to invest in Slovakia.  This may require redirecting national resources to ensure that no region is left behind.   Slovakia will be a stronger and more resilient country if economic growth within its borders is balanced and diversified -- and if economic opportunity is shared by the entire population.

A third challenge -- ensuring fair and equal treatment from the EU while vigorously pursuing every advantage membership offers -- is one that is common to all ten countries that joined the European Union in May 2004.  And, it is especially true for the Visegrad countries because of their relative potential.  As we are all aware, the EU-15 are not entirely happy with the new level of competition to their entrenched labor, agriculture, and industrial constituencies.  Within the steel sector, for example, we have experienced this bias, first in the form of repressive accession criteria designed to limit Slovak steel production, and most recently, in the form of harsh and unfair CO2 emissions requirements imposed on Slovak industry.  The EC currently is demanding a further reduction in CO2 emission allowances for Slovakia and U. S. Steel has publicly stated our strong opposition to this unfair demand.  The growing automotive sector here is almost certain to encounter similar obstacles.  Slovakia is wise to be wary of Europe’s inclination toward centralized authority in Brussels or Strasbourg.  A dynamic, reform-minded country like Slovakia must challenge the status quo from within the EU’s institutions.  This will be the best course for Slovakia.  Slovak leadership by example should invigorate the rest of the EU. 

The fourth challenge is the ongoing struggle to eliminate systemic corruption from all spheres of Slovak life.  Tremendous progress has been made in this area since the fall of communism.  Unfortunately, the fight against those who would seek personal advantage by rigging bids, demanding bribes, extracting unlawful favors, or abusing public office is never-ending.  For example, in the most recent Corruption Perceptions Index from Transparency International, Slovakia ranked 57th out of 146 countries.  For a nation that has received accolades from the World Bank and other institutions for its far-sighted economic policies, this type of ranking is simply unacceptable.  Fighting corruption requires the will of government, cooperation from business, and zero tolerance by the citizenry.  We at USSK adhere to a strict code of ethical business conduct that we believe serves the best interests of our company and our Slovak community and we urge others to formalize their own such practices.

The importance of ethical behavior in business and government is underscored for me in a set of principles crafted back in the early 1900s by one of the founding fathers of U.S. Steel, Judge Elbert Gary.  Judge Gary served as the first Chairman of U.S. Steel, during the first two decades of the 20th Century.  He was an extraordinary leader and one of those figures in history who even today remains larger than life.  

I often consult Judge Gary’s principles when tackling difficult business problems.  Even though he wrote his nine principles nearly 100 years ago, I find them relevant and helpful in today’s business world.  Those who work with me know I am fond of sharing the Judge’s principles when talking with employees, investors, and government officials about our company’s operations and tonight is no exception.  

As I have reflected upon Slovakia’s economic emergence in the post-communist and post-velvet era, I am reminded of Judge Gary’s first principle, that “when a thing is right, it will ultimately and permanently succeed.”   I believe this is true in both business and in politics.  Slovakia has embarked on a course of political and economic development that is fundamentally right.  It is therefore my sincere belief, that Slovakia will ultimately and permanently succeed.

In closing, I would like offer yet another of Judge Gary’s principles for your consideration.    

Judge Gary believed that “we must put and keep ourselves on a platform so fair, so high, so reasonable, that we will attract the attention and invite and secure the approval of all who know what we are doing.”

Slovakia has set for itself a high platform on which to build its economic house.  Those of us involved with the Friends of Slovakia pledge to help attract and invite attention to this platform.  And I assure you, anyone who investigates the economic environment and opportunities that Slovakia has to offer, will indeed grant their approval.

Thank you.
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