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Figure 12: 83% of CEOs find transparency and avoidance of bad
publicity related to tax payments to be important

Q: To what degree do you agree with the following statements related to taxes?

The elimination of the upper limit for monthly health insurance contributions
and the increase of the upper limit for monthly social insurance contributions
was unsystematic and unexpected.

“The survey results show that Slovak CEOs face greater
uncertainty as regards taxes than global leaders, mainly as

a result of unexpected changes to tax legislation. Companies
are also coming under greater pressure due to an increased
pressure for transparency, having to provide more data to
the tax administration and an increase in tax administration
expenses.”

Transparency and avoiding negative
publicity associated with tax payments are
very important for us.

We must provide ever more qualitative
data on our business to tax authorities.

The total amount of taxes paid is of great

Christiana Serugova
importance to us.

Partner, Tax Leader

| believe tax planning is a standard way of
optimizing costs.

In countries in which we do business, there is increas-
ing pressure from tax authorities as regards reporting.

We expect that our tax administration
costs will increase in the next 12 months.
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More new people, more innovation

The key elements of the current business: Talents, key skills and human capital
bringing innovations

In the last CEO Survey, Slovak CEOs referred to the quality of education as a major threat,
changes to the education system was one the most important requirements. This year "s CEO
Survey again recorded similar statements by Slovak CEOs, who consider the accessibility of
key skills to be a primary threat to business, and that innovations and human capital require
strengthening. Talent is given and will continue to be given a lot of attention by companies in
Slovakia and globally.

Figure 13: Accessibility of key skills and competencies is a major business threat
from the perspective of the leaders in Slovakia and globally

Q: How much are you worried about the following business threats?

Availability of key skills

Changing consumer behaviour
Speed of technological change
Readiness to respond to a crisis
Volatile commodity prices

Lack of trust in business

Supply chain disruption

Cyber threats

Volatile energy costs

New market entrants
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Slovak leaders are clearly far more aware than global CEOs that innovations and human
capital are undoubtedly the most important areas for consideration. However, Slovak CEOs
do not consider digital and technological skills and customer experience to be as important
as their global colleagues.

Figure 14: Innovations and human capital are the areas that leaders would like to
strengthen the most

Q: Given the business environment in which you are engaged, which of the following areas would you like to strengthen
the most to make the most of new opportunities?

Innovation 34% -
Human capital 16% boos
Competitive advantage % 13%
Cost containment  [—=2 4%, go.
Trust and transparency 5% 20,
Digital and technology capabilities o= | 5% 16%
Funding Growth &%, %""o
Big data and analytics |22, 1%" A
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Navigating risk and regulation =24 231
Customer experience W-’ 8%
Cybersecurity 0%
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Leaders initiate changes in personnel strategy and investments in talents,
and are considering using machines and artificial intelligence

Up to 70% of Slovak and 78% of global CEOs confirmed that they will change their personnel

strategies as regards skills and the structure of employees needed in the future. 50% of companies in
Slovakia and 59% globally are re-assessing the operation of their personnel departments. Companies

move talent to where they are most needed,

In Slovakia and globally, with regard to personnel policy, companies certainly are not relying

on suppliers, freelancers and outsourcing. Up to 88% of global companies and 84% of companies
in Slovakia support diversity and the integration of new talent. Almost one third of companies are
searching for the most talented employees, regardless of demographic or geographic factors.

Almost half of Slovak companies are considering the impact of artificial intelligence on the required
skills in the future, and are exploring the benefits of work shared between humans and machines.
More than two thirds of companies use technologies to improve the satisfaction and well-being

of their employees.

Figure 15: Companies are paying a lot of attention to talent

Q: How much do you agree or disagree with the following statements regarding activities of talent at your company?

We promote talent diversity and inclusiveness
We move talent to where we need it

We use technology to improve our people’s wellbeing

We've changed our people strategy to reflect the skills and
employment structures we need for the future

We seek out the best talent regardless of demographics or
geography

We use data analytics to find, develop and keep people
We have added digital training to our learning programs

We're rethinking our HR function.

We're considering the impact of artificial intelligence on future skills
needs

We're exploring the benefits of humans and machines working
together

We rely more on contractors, freelancers and outsourcing
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“The automotive industry in Slovakia continues to grow, both
manufacturers and suppliers. This is a statement of trust
investors have in the Slovak business environment and it reflects
the attractiveness of Slovakia being “Autoland”. At the same
time, further growth might be limited by the lack of qualified
labor. 37% of the supplier experienced problems winning

new projects due to lack of staff. Availability of workforce and
technological transformation will be challenge the automotive
industry in Slovakia.”

Jens Horning
Partner, CEE Automotive Leader



The most difficult issue for companies is to find creative and
innovative individuals and individuals with leadership capabilities
who cannot be replaced by robots

14% of companies in Slovakia expect a drop in the number of employees, and 9% expect this
to be due to automation and robotization to a large extent and one third of them expect it to
be caused by automation and robotization to a certain extent.

Figure 16: Problem solving, the ability to cooperate and adaptability are the most
essential competencies

Q: To what extent are the following skills and competencies important for your company, in addition to professional
business knowledge?
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Emergence of new technologies
is accelerating, but Slovak CEOs
are self-confident

78% of CEOs expect that within five years technologies
will significantly change economic competition in their
industries

Two thirds of CEOs claim that in the last five years,
technologies have significantly changed economic
competition in the industries in which they operate. It is

no surprise that in the last 20 years, this was claimed by
79% of CEOs, and the same is expected in the next five
years by 78% of CEOs. The innovation cycle is accelerating,
and CEOs must prepare their companies for even great-

er digitalization. The introduction of new technologies,
however, requires continual preparation of the company
for constant changes, and a sufficient number of qualified
and adaptable people able to carry out the technological
changes. Digitalization brings about transparency, and this
is undoubtedly something positive for a company, but it also
increases demands on winning and maintaining trust, and
on managing risks in the company.

Based on the Digital IQ 2015 Survey, Slovak and Czech
companies, introducing digital technologies, focus mainly
on cost reduction and internal processes, and underestimate
the importance of impacts of digital technologies

on boosting and generating new revenues. Companies

in Western Europe, particularly in the UK, take a more
systematic approach to introducing and using digital
technologies — they build special teams with their own
competencies, budgets, tasks and/or laboratories to develop
new prototypes. In contrast, Slovak and Czech companies
mainly rely on ad hoc opportunities and networking with
other leaders.
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Figure 17: Technologies have changed competition significantly

Q: How much have technologies changed economic competition in your industry in the past ...?
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Figure 18: Technologies will change competition completely and significantly

Q: To what extent do you think technologies will change economic competition in your industry in the next five years?
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Figure 19: Slovak CEOs are self-confident

Figure 20: Slovak CEOs are digital also in their private lives

Q: To what extent do you agree or disagree with the following statements about using modern technology in your
company?

Compared to our needs, our ability to attract technological talents is ...

Compared to our needs, the technological skills of our staff are ...

Compared to other businesses operating in our industry in other
countries, the readiness of our company to use new technology is...

Compared to other businesses in Slovakia, the readiness of our
company to use new technology is ...

Compared to other businesses operating in our industry in other
countries, the current use of technology by our company is ...

Compared to other businesses in Slovakia, the current use of
technology by our company is ...
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“Companies face enormous challenges regarding implementing
new technologies and CEOs are aware of the coming changes.
75% of CEOs globally and in Slovakia believe that technology
will significantly impact competition in their industry.”

Karsten Hegel
Partner

Q: To what extent do you agree or disagree with the following statements on your personal use of modern technologies?

| use home automation systems

| personally make most of my purchases online

| have strong digital skills

| consume digital media more than print media

| use robotics in my home (e.g. vacuum, mower)

I’'m active on social media

| am an active gamer
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I strongly agree

“The companies now have to implement new digital
technologies and to face increased risks and costs reflecting
this otherwise they will not be able to compete. It is necessary
to prepare companies for the future systematically and not by
accident.”

Ivo Dolezal
Partner
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The business environment in Slovakia is still
facing the same challenges

There are no changes in the order of the biggest threats to business in Slovakia for the New threats have emerged, such as countries leaving the EU and global geopolitical changes
last year. Across the whole survey, responses to a number of the questions confirm under the influence of changes in US foreign policy, and the insufficient introduction of
that a qualified workforce and talent are the major challenges for Slovak companies. modern technologies in business and production.

Law enforcement continues to be the most important perceived threat, and there were
no changes with regard to Slovak leaders in this respect.

Figure 21: Leaders require a higher level of law enforcement, improvements to the Figure 22: The priorities of Slovak CEOs have not changed — the most important one is
education system, and stability of the tax system a qualified, well-educated and adaptable workforce and a simple, stable and
effective tax system

Q: Which of the following factors could jeopardize successful business activities in Slovakia?

Q: Which three of the following outcomes do you think should be priorities for business to help deliver in Slovakia?

87%

A skilled, educated and adaptable workforce 96%

Enforceability of law in Slovakia Tax as part of business strategy which reflects its impact on society
Quality of secondary education
Adequate physical and digital infrastructure
Quality of university education

Quality of vocational education Good health and well-being of the workforce

High tax burden Greater income equality

Sufficient adoption of modern technology by business and manufacturing

Cancellation of Schengen High levels of employment

Demographic development Workforce diversity and inclusiveness

Brexit and other potential EU-exit

Uncompleted motorways to eastern Slovakia Reduced environmental impacts

Safeguards around usage of personal data io

Geopolitical changes due to the political change in US

Public finance deficit

Conflict in the Ukraine 0% 20% 40% 60% 80% 100% 120%

Migration crisis
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Characteristics of companies represented in the survey

Graf €. 23: Ownership of the company:

Vlastnictvo:

46%

54%

A subsidiary or branch of an international parent company

@ Slovak company (privately owned, family business, etc.)

Graf €. 24: Organisations’s revenue in € in the last fiscal

year:

Graf €. 25: Year-to-year change revenue:
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Graf €. 26: Length of time operating in Slovakia:
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15 - 25 years
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@ Over 25 years
@ Less than 5 years
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Slovak CEO Survey 2017

This is the 8th survey conducted by PwC in cooperation with the Slovak edition of Forbes
magazine. The contacted CEOs replied on-line or using a printed questionnaire over the
period 25 January 2017 to 3 March 2017. 163 top representatives of companies operating
in the Slovak market participated in the survey from various industries including:
financial services (banking & insurance), manufacturing, construction, automotive,
retail & distributive wholesale, consumer goods, transportation & logistics, information
technology, telecommunications, energy & utilities.

The 20th Annual Global CEO Survey was conducted in October and November 2016, more
than 1300 CEOs participated in the survey and the results were published during The World
Economic Forum in Davos on 19 January 2017.

www.pwe.com/sk/en/ceo-survey.html
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This publication has been prepared for general guidance on matters of interest only, and does not constitute
professional advice. You should not act upon the information contained in this publication without obtaining
specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or
completeness of the information contained in this publication, and, to the extent permitted by law, PwC does
do not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else
acting, or refraining to act, in reliance on the infor-mation contained in this publication or for any decision
based on it.
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About Forbes

Forbes Slovakia is a monthly Slovakia‘s country edition published by
the Business Consulting & Media, s.r.o. under a licence agreement
with Forbes Media LLC. Forbes Media encompasses Forbes, the largest
business media brand worldwide, Forbes.com, as well as 32 licensee
editions. See www.forbes.sk for more information.

About PwC

At PwC, our purpose is to build trust in society and solve important
problems. We are a network of firms in 157 countries with more
than 223,000 people who are committed to delivering quality in
assurance, advisory and tax services. Find out more by visiting us at
www.pwc.com/sk.
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