Ladies and Gentlemen,

I will be very brief and I will highlight only some major points. Let me welcome you all here in Prague on behalf of your hosts, the Ministry of Foreign Affairs of the Czech Republic, which generously provided the means to organize this event in Prague. Let me welcome you also on my personal behalf.

In my introductory remarks, I would like to sketch the story of rejuvenation and expansion of our automotive industry, which I think illustrates quite nicely how „foreign-local“ company linkages might contribute to the development of the economy. 
As you may know, in the early nineties, after the fall of communism, we pursued a radical transformation course to achieve as fast as possible, yet in an orderly way, a stable, open and fully privatized market economy. We believed that by transforming fast and well we also create an environment, which is FDI friendly. Hence we were welcoming FDI, yet under our terms, and not providing any special incentives to them, which would discriminate against domestic investors. We were sure that given structural characteristics of the country like its long industrial history, still relatively good infrastructure, skilful yet cheap labor, geography, technical education, etc. together with responsible macropolicies as well as structural policies were persuasive enough to attract sufficient numbers of respectful foreign direct investors seeking profitable opportunities.

One of the foreign business leaders who was rather early persuaded by our transformation intentions and results, and who was also aware of the long industrial history of the Czech Republic, including nearly 100 year history of car production, was Mr. Carl Hahn, by then the CEO of Volkswagen. His company, after hard bargaining on both sides, took over considerable share in Skoda car factory in the early nineties and started its restructuring. It was at that time when the modernization and expansion of the Czech automotive industry began, and I dare to say also of the Slovak automotive industry. 

I remember vividly the Skoda/Volkswagen chairman explaining to me how they were training their local suppliers, mostly small and medium sized companies, for improvements in quality and cost consciousness to achieve Volkswagen standards. I also heard stories by some local suppliers how demanding and investment intensive the process of learning to become a supplier to multinational like Skoda Volkswagen was. 

Volkswagen started it, turned Skoda into a quality car producer and induced the development of chain of automotive supply producers. Over time, other major car producers located in the Czech Republic made use, among other things, of a developing chain of suppliers and added to its maturity. By now, automotive industry, this kind of “Detroit in Europe”, yet without Detroit´s problems, in whose expansion also Czechinvest has had a positive role to play, forms the backbone of our manufacturing industry and very significant part of our export. It, indeed, weighs so much in industrial production and exports that some people talk about putting too many eggs into one basket which allegedly makes our economy too vulnerable to demand shocks from abroad.

I did not mention to what extent investment incentives for FDI might have played a role in the tremendous development of our automotive industry, indeed in attracting FDI in general, when they were introduced by a centre-left government some 8 years ago. That is beyond the scope of my introductory remarks. Yet I would like to stress that their efficiency relative to what they should have achieved in terms of employment increases in structurally weak regions and similar issue is being very much questioned by recent analytical studies. In this context, we may expect significant revisions. After all, this is also something that the OECD hints in its 2008 Economic survey of the Czech Republic to be released soon. 

Let me conclude my, perhaps a bit unusual, introductory remarks, by wishing you a pleasant stay in Prague and fruitful discussions which will help you improve conditions for FDI in your home countries. After all, our companies, or I should better say, companies located in the Czech Republic, be it locally owned or by foreign interests, are more and more looking for opportunities to invest abroad and SEE is a territory not only interesting for our companies from a business point of view, but also rather close because of various reasons to our hearts.    

