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Stanislav Peregrin
Josef Jablonsky

APPLICATION OF THE ANALYTIC NETWORK PROCESS
IN THE AREA OF EMPLOYEE SELECTION

APLIKACIA ANALYTICKEHO SIE TOVEHO PROCESU
V OBLASTI VYBERU ZAMESTNANTCOV

Abstract Employee selection is one of the fundamentalisiets of human resource
management. Incorrect evaluation of the qualityeath candidate applying for a
job would have negative effects on the whole dpwedmt and direction of the
company. Therefore, the aim of this paper is tdys®the possibility of using multi-
criteria decision making method called Analytic Wetk Process in the model
employee selection, in order to support human resomanagement in the effective
decision making. In the conclusion, recommendatimnsthe use of the ANP in
practice are suggested from the obtained results.

Keywords: multi-criteria decision making, analytic network gmess, human
resource management, employee selection

KPucéové slovaviackriterialne rozhodovanie, analyticky gay proces, manazment
ludskych zdrojov, vyber zamestnancov

JEL: C44, 015

Introduction

Decision making is the process of identifying artksting alternatives based on the
values and preferences of the decision maker. Makecision does not just mean to
choose suitable alternatives, but often the inbentf the decision maker is to
choose from among all alternatives the one that be=ets determined goals,
criteria, needs etc. [4].

In the professional life there are often situatidhat require the execution of
efficient and well-considered decisions, e.g.. eyeé selection, purchase of the
material and technical equipment, evaluation ofgbality of hospitals and the like.
Human resource managers responsible for decisidinmh@an use various multi-
criteria decision making methods (MCDM) that arelealo provide suitable
evaluation frameworks in order to support the ekeawof effective decisions in the
area of selection. The most common MCDM method nsloubtedly Analytic
Network Process (ANP) [11]. Therefore, the aim lof tstudy is to analyse the
possibility of using ANP method on model scenafi@mployee selection and so to
clarify the benefits of using this method in sdl@ttprocess for potential users
among managers.

The structure of this article is as follows. Thecaw®l part is focused on the
theoretical definition and explanation of the psx®f the ANP application. The
third chapter focuses on the application of the AMBthod in the employee
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selection process, the synthesis of the final weighd the graphical comparison of
the obtained results. The conclusion of this atislfocused on the evaluation of the
results and proposals for the further use of thddWidnethods.

Analytic Network Process

The Analytic Network Process (ANP) is a multi-crigedecision making tool that
can solve all kinds of relationships, dependenaras responses of decision making
problem. Therefore, this method is a more genembion of its predecessor
Analytic Hierarchy Process (AHP) [7].

By the reason that many decision making problemanaa be structured
hierarchically (as it is in AHP), the ANP method svmtroduced by Saaty [10].
Therefore, it is necessary to use ANP method irh situations and divide the
problem into so-called network, which is formedibterconnection of elements and
clusters. Elements can represent criteria, subfr@ior alternatives of the decision
making problem. In the graph theory, the elementsn@des and interconnections
are edges.

The process of the ANP application can be dividéd seven main steps [2,11]:

1. Creating a network that consists of elements grduje clusters and
determining the relationship between the netwoekneints (Fig. 1).

2. Creating pairwise comparison matrices of elementscalculation of their
eigenvectors (This step is closely explained insthetion below).

3. Generating an unweighted supermatrix from eigemvsatalculated in the
previous step.

4. Creating pairwise comparison matrices of clusteid @alculation of their
eigenvectors (This step is closely explained insinetion below).

5. Generating a weighted supermatrix by multiplyinge thlocks of the
unweighted supermatrix by the corresponding weigiftshe clusters —
columns of supermatrix become stochastic.

6. Generating a limit supermatrix by raising the weésghsupermatrix to the
power 2k + 1, where k is an arbitrary natural numbé¢he weights of the
supermatrix begin to converge and stay constant.

7. Final synthesis performed by normalization of theights of alternatives
from the limit supermatrix.



Fig 1: Network of the ANP
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Source: [11]

Let us clarify the 2nd and 4th step related to pinecess of creating pairwise
comparison matrices. This process is made in tineesaanner as in the AHP
method and can be divided into following three g@art

1. Creating a pairwise comparison matrix.

2. Calculation of the matrix eigenvector.

3. Calculation of the matrix consistency.

Creating a pairwise comparison matrix

This part is based on an attribution of poiats (i,j = 1,2,...n) to each pairwise

comparison based on the degree of their importafiteese points indicate
difference between two elements of the dependeal Msith respect to the parent
level of the hierarchy [1].

The assessment of the degree of importance isliebid by the so-called ‘expert
estimation'. In the AHP and ANP the assigned vahresselected either from the
basic five-point scale, or from the more populapdat scale (Tab. 1) [9]. The
aforementioned Saaty’s 9-point scale includes pdirdm 1 to 9 and these reflect
how much one element is more important than therott the two compared

elements have the same importance, we assign 1 toosuch comparison, if there
are vast differences in the importance, we asdignhighest possible score of 9
points to this comparison [8]. Subsequently thengsoiassigned to the pairwise
comparisonsy;; are then written in the pairwise comparison ma&i§l) and at the

same time the conditiary; = 1/a;; must be satisfied [3,6].

A1 - Qqn
A- ( S ) 0
Apn1 - Qnn



Tab 1: Table of the importance points.

Importance points Definition Explanation

Both pairwise comparison elements have
equal importance with regards to the goal
First element of a pairwise comparison is

1 Equal importance

3 Moderate importance subtly more important than the other

5 Strong importance First element is much more important than
the other

7 Very strong importance _First element is demonstrably more
important than the other

9 Extreme importance First element is absolutely more important
than the other

5468 _These points are used to express marginal

P importance
Source: [9]

Calculation of the matrix eigenvector

In the second part, the weights of the comparechehés from the created pairwise
comparison matrices are determined on the bastheofollowing relationAw =
AmaxW, Wherew is the eigenvector of weight&,is a matrix of pairwise comparisons
andA,, ., is the maximum eigenvalue. [9,12].

Calculation of the matrix consistency

Each pairwise comparison matrix must meet the ¢mmdiof consistency, which
states the plausibility of each pairwise comparidbthe matrix is fully consistent,
conditiona;, = a;j.ap (i,/,k = 1,2,..n) is satisfied. Since this situation occurs
very rarely in practice, the consistency test watsoduced [7]. There are two
parameters we recognize in the consistency testelyathe consistency index (ClI)
and the consistency ratio (CR). We determine theholiows

Amax—N

Cl =

n-1 '

CR=2,

RI
where Rl is a random index, which has differenuealfor different numbers of the
compared criteria or alternatives in matrix (Tap.IRCR is less than 0,1; then the
matrix is consistent and the result of the comparis acceptable. Otherwise it is
necessary to return to step 2 and re-create thlevipaicomparison matrix with the
unsuitable CR [9,12].



Tab 2: Relationship between the Rl and the numbeompared elements

n 3 4 5 6 7 8 9

RI 0,58 0,90 1,12 1,24 1,32 1,41 1,45

Source: [7]

Application of the Analytic Network Process

In this section we explain the process of applwcatf the ANP method on our
model scenario, in which we want to fill a vacansition in a company. Let us to
clarify and define the goal, the criteria and theraatives.

After drawing up the requirements defining a jobcaracy and subsequent
publishing the job offer, multiple applicants resded, who were later reduced to
three candidates. These candidates proceed tothwiew phases, within which
they were tested and evaluated by the human resooanagers in several aspects.
Now, our goal is to make a decision which candidetst meets the criteria defining
vacant job position, on the basis of the ANP methad mentioned candidate’s
information.

Alternatives:these are candidates A, B and C; among which we t® select the
best alternative.

Criteria: these are the conditions determining the mosalsi@tcandidate. In our
case these arexperienceage, motivation.

Goal: selection of the best candidate.

Now that we already identified the goal, the crgesnd the alternatives, we can
move on to the ANP application itself. As a finstis necessary to create a network
of our model scenario (Fig. 2). The elemestperienceageandmotivationare the
nodes of the Criteria cluster; and the element8 And C are in turn the nodes of
the Alternatives cluster.

Fig 2: Network of the scenario
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After constructing a network, we can proceed t@oa of the pairwise comparison
matrices. First, we will create these matriceshm ¢lassic top-down direction (Tab.
3-16).

Tab 3: Pairwise comparison matrix of the criterithwespect to the goal

Goal Experience Age Motivation Weights
Experience 1 3 1/2 0,309
Age 1/3 1 1/5 0,109
Motivation 2 5 1 0,582

Source: Own processing

Tab 4: Pairwise comparison matrix of the alterregtiwith respect to the criteri@xperience

Experience A B C Weights
A 1 2 2 0,493
B 1/2 1 1/2 0,196
C 1/2 2 1 0,311

Source: Own processing

Tab 5: Pairwise comparison matrix of the alterregtiwith respect to the criteriage

Age A B C Weights
A 1 3 1/3 0,230
B 1/3 1 1/9 0,077
C 3 9 1 0,692

Source: Own processing

Tab 6: Pairwise comparison matrix of the alterregtiwith respect to the criteriomotivation

Motivation A B C Weights
A 1 2 2 0,500
B 1/2 1 1 0,250
C 1/2 1 1 0,250

Source: Own processing

From the network in (Fig. 2) we can see, that Essithe dominance in the top-
bottom direction we have also incorporated the nsveeffects in the bottom-top
direction. For this reason, we have to create exhdit pairwise comparison matrices
expressing the criteria comparisons with respetiieéacandidates (Tab. 7 — 9).
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Tab 7: Pairwise comparison matrix of the criterighwespect to the candidate A

A Experience Age Motivation Weights
Experience 1 4 4 0,345
Age 1/4 1 1 0,547
Motivation 1/4 1 1 0,108

Source: Own processing

Tab 8: Pairwise comparison matrix of the criterighwespect to the candidate B

B Experience Age Motivation Weights
Experience 1 1/5 1/3 0,110
Age 5 1 2 0,581
Motivation 3 1/2 1 0,309

Source: Own processing

Tab 9: Pairwise comparison matrix of the criterighwespect to the candidate C

C Experience Age Motivation Weights
Experience 1 2 1/3 0,222
Age 1/2 1 1/6 0,111
Motivation 3 6 1 0,667

Source: Own processing

Let us note that all partial weights entered inldg columns of the above matrices
(Tab. 3 — 9) were obtained through online softwavajlable on the internet website
(http://www.isc.senshu-u.ac.jp/~thc0456 /EAHP/AHPviemI). Also we note that
all pairwise comparison matrices met the condigboonsistency.

Now we can move to the acquisition of the final gies. First, we enter all pairwise
comparison matrices (Tab. 3 — 9) in the SuperDassR.2.6 freeware (available on
the website http://www.superdecisions.com/superst@ts-download-page), by
which we create one unweighted supermatrix (Tah. 10

Tab 10: Unweighted supermatrix

Goal Experience Age Motivation A B C
Goal 0,000 0,000 0,000 0,000 0,000 0,000 0,000
Experience 0,309 0,000 0,000 0,000 0,345 0,110 0,222
Age 0,109 0,000 0,000 0,000 0,547 0,581 0,111
Motivation 0,582 0,000 0,000 0,000 0,108 0,309 0,667
A 0,000 0,493 0,230 0,500 0,000 0,000 0,000
B 0,000 0,196 0,077 0,250 0,000 0,000 0,000
C 0,000 0,311 0,693 0,250 0,000 0,000 0,000

Source: Own processing
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Now, it is necessary to create a weighted supermmdtom the unweighted
supermatrix. That means we multiply the blocksha tinweighted supermatrix by
corresponding weights of the clusters. Since inaase the clusters have no inner
dependence (there is no inner relationship in therAatives and Criteria clusters)
but only between-cluster dependence (Alternativerteria and Criteria —
Alternatives), the weighted supermatrix will bentleal to the unweighted one.

Now we can move to generating a limit supermatgxtie SuperDecisions 2.2.6
software (Tab. 11).

Tab 11: Limit supermatrix

Goal Experience Age Motivation A B C
Goal 0,000 0,000 0,000 0,000 0,000 0,000 0,000
Experience 0,126 0,126 0,126 0,126 0,126 0,126 0,126
Age 0,183 0,183 0,183 0,183 0,183 0,183 0,183
Motivation 0,191 0,191 0,191 0,191 0,191 0,191 0,191
A 0,200 0,200 0,200 0,200 0,200 0,200 0,200
B 0,087 0,087 0,087 0,087 0,087 0,087 0,087
C 0,214 0,214 0,214 0,214 0,214 0,214 0,214

Source: Own processing

Finally, we execute the synthesis of the final wi&goy normalizing any column of
the limit supermatrix by blocks (clusters). An oxiew of the weights obtained after
the final synthesis can be found in the followiagle (Tab. 12).

Tab 12: Final weights

Column Column from the limit

normalized by the clusters supermatrix
Experience 0,252 0,126
Age 0,366 0,183
Motivation 0,382 0,191
A 0,399 0,200
B 0,173 0,087
C 0,427 0,214

Source: Own processing

Evaluation of the obtained results

For the sake of a better overview and comparisaghefesults, we create following
graphic presentation (Fig. 3 — 4) from weights ralieed by clusters (Tab. 12,
column 1).
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Fig 3: Graphic presentation of the criteria weights

Practice
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Source: Own processing
Fig 4: Graphic presentation of the alternativesghts
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Source: Own processing

We can see from the results (Fig. 3) that the nmmogortant criterion was the
motivation (0.382), followed by theage (0,366) and the third was thexperience
(0.252). Regarding the alternatives (Fig. 4), thesinpreferred candidate was the
candidate C (0.427) with 4% ahead of the candidai@ 399). On the third position
was the candidate B (0.173), with more than 20% tosthe top two candidates.

Conclusion
Human resource managers can use a variety of ori#iHa decision making
methods, such as Analytic Network Process (ANP)faalitate and support
decision making. Therefore, we focused on the apgin of the ANP on a general
model scenario in this article, in which a compahposes among three candidates
for the same position. From the results obtainethlsymethod we can conclude that
the ANP method seems to be appropriate and efeedtol for evaluating the
gualities of candidates.
In this article, the applicability of the multi-teria decision making methods in the
area of employee selection was confirmed. We beégaolve this problem for the
first time in an article [5], where we have sucéabg used the Analytic Hierarchy
13



Process (AHP) for the process of evaluating canelsdd herefore, it is clear that the
application of the AHP and ANP on decision makimghtems in human resource
management leads to the acquisition of effectiv@siten making frameworks. For

this reason, we recommend the use and adoptidrealiove evaluation methods to
human resource managers. The results of this seall be used as a basis for
further applicability testing of the AHP and ANP timeds on realistic scenarios of
employee selection.

Zaver

Na uahienie a podporu rozhodovania, mézu manakedskych zdrojov vyuZi
r6zne viackriterialne rozhodovacie metédy, ako fidad Analyticky si€ovy proces
(ANP). Preto, sme sa v tomtfanku zamerali na aplikaciu ANP na modelovu
situaciu, v ktorej sa spaloog’ rozhoduje medzi troma kandidatmi pri obsadenj iste
pracovnej pozicie. Z vysledkov ziskanych touto metd mézeme konStatotaze
ANP sa javi ako vhodny a efektivny nastroj vyhodnania kvalit kandidatov.

Tymto ¢lankom bola potvrdena vhodrtosyuzitia viackriterialnych rozhodovacich
metod v oblasti vyberu zamestnancov. Tuto problékmaime prvy krat z&li riesr

uz v¢lanku [5], kde sme na proces vyhodnotenia kandidaspesSne pouzili metédu
Analyticky hierarchicky proces (AHP). Je teda zjayide aplikovanie AHP a ANP
na rozhodovacie problémy v oblasti manazmehtdskych zdrojov vedie k zisku
ucinnych rozhodovacich rdmcov a ztohto dbévodu odfome manazérom
pouZivanie a osvojenie si spominanych vyhodnocotianietdod. Vysledky tohto
vyskumu budu pouzité ako podklady pfalSie testovania aplikacie AHP a ANP na
realne scenare vyberu zamestnancov.
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Jaroslava Hatkova
Alexandra Chap¢akova

COLLAR AGREEMENTS IN CROSS-BORDER MERGERS
& ACQUISITIONS

VYUZITIE ZABEZPE COVACICH DOHOD TYPU COLLAR
PRI CEZHRANI CNYCH FUZIACH A AKVIZICIACH

Abstract: Mergers and acquisitions (M&A) plays an importardler in global
economies by allowing companies to reshape thepséivresponse to a changing
economy. Divesting some lines of business and egthers allows companies
to enter new markets, access distribution chanrddselop new technologies, and
release capital for reinvestment. For small, innibv& companies in particular,
M&A is a way to match their new ideas with the rgses needed to bring them to
market. Today’s volatile foreign exchange environimeontributes to a growing
role for collars in cross-border deals. In this gapwe discuss collar agreements,
that can be used to manage risks arising in cramskr M & A practice.

Key words:Cross-bordemacquisition, Cross-border merger, Collar.

KPU¢éové slova:cezhranina akvizicia, cezhratma fazia, zabez@gevaci nastroj
typu collar.

JEL: G32,G34

This paper was compiled as a part of the proje&S&¥X No. 1/0173/15 “Analytical
view of aspects determined the development of -trmsker mergers and
acquisitions in the European area”.

Introduction

In a dynamic economy, companies must frequentlyjusadiheir operations in
response to the changing market place to bettare seustomers, respond to
technological change, and compete. One way comgatoethis is by divesting
some business units and acquiring others.

Mergers, acquisitions, divestitures, spin-offs, astder activities that change the
scope and focus of a company’'s business are almges of business
reconfigurations. These business reconfiguratioasaa important tool, particularly
for companies in innovative, high-growth sectomcduse they may need to adjust
to rapidly changing markets. Being able to diveshs business units and acquire
others allows companies to more quickly gain accessnewly developing
technologies and markets.

Like other business reconfigurations, M & A may guoe many economic benefits
including: creating business synergies that mayesse the value of the combined
companies, providing financial gains to both theuaer and target, releasing

16



capital for reinvestment, and helping ensure thaital is more efficiently allocated
throughout the economy.

M&A creates economic value when it combines two pames that are worth more
together than they are apart. This additional valomes from the “synergies”
created by the reconfiguration. Synergies can cfyor@ many sources. One clear
example of synergy is a start-up company with irative proto-type products being
sold to a mature company with the manufacturing dredribution capabilities
needed to make those proto-types commercially sstae Neither company would
be as valuable alone as the two are together.

The benefits of M & A are typically shared by baitquirer and target. The acquirer
gains valuable assets and the seller of the tesigates in the profit from the
synergies through the price premium it receivesftbe acquirer over the target's
standalone market value.

Cross-border M & A typically produces larger synesgbecause of the greater
“gains from trade” available for companies fromfeliént countries. Companies
from different countries may have access to differocks of local know-how,
product types, specialized suppliers, workforcesl eapital markets, all of which
can have an important influence on companies’ coingecapabilities. The greater
synergies in cross-border M & A are reflected ingéa price premiums paid to
shareholders of the target.

Today’s volatile foreign exchange environment ciboiies to a growing role for
collars in cross-border deals. Although there exesttensive literature on M & A in
general, the literature on collar offers is scaicethis paper, we discuss collar
agreements, that can be used to manage risks canisircross-border M & A
practice.

Collar agreements in cross-border M&A

Historically, the fundamental decision to use stawk cash as the form of
consideration in any M & A transaction has beemsirtess decision to be made by
the prospective purchaser and target companies$, thig consultation of their
respective investment bankers and tax and legab@ady and typically has been
related to many factors, including the need fotasety of ownership split or deal
value or level of dilution, the availability of famcing and its cost, the tax basis of
any controlling holders of target stock and the irdédity and anticipated
performance of the purchaser’s stock (Spatt, 2013).

In all-stock or mixed consideration transactior®eré are inherent risks on both
sides that the agreed upon value may vary, sometsubstantially, between the
signing and closing of the transaction as a restithanges in the price of the
purchaser’s stock. Such risks must be dealt withafoleast considered) in the
pricing mechanism chosen for the transaction.

M & A risks can be divided into two classes: presthg and post-closing. In the
category of pre-closing instruments, offers witlolfars” can provide managers of
publicly traded target companies with an effectuasy out in case of material share
price fluctuations. Such instruments can also legl Wy bidders to cap the payout to
selling shareholders (by using “fixed” collar ofgor to limit the dilution of selling
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shareholders’ claims (using “floating” collar ofé¢rresulting from the de. Post-
closing instruments, which include e-outs and contingent value rights (or CVI
- can be used to manage the risk of substandardrpereze and the overpayme
that would result from underperforman

Collars were introduced to protect againxtreme price fluctuations in the equ
prices of bidder and target in stock M & AM & A collars are not financie
instruments. They are contractual agreements thdortthe economics ¢
consideration in stockased M&A transactions beyond the simphoices of a
fixed-price or fixed exchange ratio agreem

In an all — cash deal(Figure 1), consideration is independent of anyngesa in
bidder (or target) share pricTargetsmay benefit from cash offers because t
face no risk that considerationll decline as a result of “adverse” movements
their own, or the bidder's, share price (i.e., target appreamtior bicder
depreciation). Biddermay benefit from cash offers because they faceighkotinat
consideration willincreasefrom any “adversé movements in their own, or tf
target’s, share pricéAfolph, Pettit, 200

Figure 1: Consideration ag=ainction of Changes in Bidder Share P— Cash Offel
60 —

30

20+

10 —

Value to Target at Close (€/Share)
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T T T T T 1
o 10 20 30 40 50 60

Bidder Share Price (€)

Source: Adolph, Pettit, 2007

A fixed exchange ratio transactic is one in which the puhaser and the sell
agree at the time of signing on a specified ratilach the parties’ respective stc
will exchange. The fixed ratio mechanism is fredlyensed in merger of eque
transactions and large transactions generally wtinerdusinesdeal and valuation
Is more focused on fixing the ownership split of tiesulting company between 1
two constituencies based on fundamentals, ratlzer dim the possible deviations
trading value that market movements in the puratestock will engnder. It
allows the purchaser to determine precisely howhmstock it will issue in th
transaction at the outset.

A fixed exchange ratio stock deal is the sloped ImFigure 2. Target sharehold
receive a certain number of bidder shares in exgdifor each share of target stoc
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Figure 2: Consideration agrainction of Changes in Bidder Share P— Equity Offers
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Consideration to the target is a function of chanigeboth bidder and target shi
prices. Biddes may benefit from fixed exchange ratio offers lbseathey exchang
a fixed percentage of ownership, regardless of ndraheir stock price declines
the target appreciates. Targets may benefit fréixed exchange ratio offer becat
they exchange fixed percentage of ownership, regardless of spoe movemen

Although a fixed ratio is simpler, the value of ttransaction will fluctuate bast
upon changes in the value of the purchaser’'s sfoek as the value of tt
purchaser’s stock increasethe target’s stockholders receive greater vedué¢heir
shares and vice versa). To protect the seller'skbtuders from a decline in tl
purchaser’'s stock price (and the purchaser’'s studkihs from having to isst
shares in aggregate exceeding target’'s value in the case where the purcha
stock price increases following announcement), ghgies can agree to inclu
collar features in the pricing mechanism. In suebes, the seller's stockhold
would receive a fixed number of shareshe purchaser’s stock unless the pric
the purchaser’s stock falls or rises beyond theciBpd collar range during tr
valuation period. If the purchaser’s stock pricevemoutside of the specified col
range during the valuation period, there wi be, within limits, an adjustment in tl
number of shares of the purchaser's stock to bevetell to the seller
stockholders. It should be noted that if the tratisa is a mixture of cash and sto
the cash portion of the consideration already & to mitigate the value impa
arising from movements in the purchaser’s stockg

Collars tailor stockased consideration arrangements that may dravactieaistics
from either fixed exchange ratio or fix-price deal economics, both in terms of i
and economics. There are two basic types of cdilatr may serve as building bloc
for an endless number of possible permutat

Fixed — price collarsare the most common; price is fixewithin the collar
boundariegRegion 2 of Figure 3a). The bidcguarantees a price, within a range
bidder stock price to target stock price rat— the “width” of the collar. If the
bidder price falls, or target rises, below the loweund, consideration is based
the exchange ratio in Region 1. If the biddeice rises above the upper bound
target declines, the target is paid according ¢oetkchange ratio of Regior
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In the fixed exchange ratio colle, the exchange ratio is fixewithin the collar
boundariegRegion 2 in Figure 3b). The bidder guaran a fixed number of shart
to the target within a range of bidder stock pticdarget stock price rati— the
width of the collar. If the bidder price falls, target rises, below the lower boui
consideration is a fixed price equal to Regionflhé& bidder price rises, or targ
declines, above the upper bound, considerationleda fixed price of Region
(Adolph, Pettit, 2007).

Figure 3: Fixed Price and Fixed Exchange Ratio Coll

(a) Fixed-Price Collar (b) Fixed Exchange Ratio Collar

Region 1 Region 2 Region 3 ] Region 1 Region 2 Region 3

Value to Target at Close
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Source: Adolph, Pettit, 2007

In both cases, the initi@alue and risk of either collared offer is somevehieetweet
a pure fixed exchange and a fi-price offer. Depending on objectives, constrai
and risk utilities, a deal may be tailored beydmese simple payoff function

From a management standgt, it is clear that the described contractual $tnes
have the potential to offer a significant compeéitadvantage in a takeover bat
The existing literature on market practice revahi collar offers are used mc
frequently in the financial ervices industries, largely because regulatorytak
requirements favor the use of stock as a meansyhent. In particular, floatin
collar offers provide the target shareholders vgtkater certainty about the f
share payment, while at the samme preserving the financial flexibility of t
bidder.

Interestingly, empirical analysis suggests that ube of collars has the effect
reducing the negative abnormal stock returns tylgiexperienced by bidders
stock-forstock offers. These finngs suggest, that a float-collar offer is
interpreted by the market as a signal of the biddaanagement’s confidence in
company’s value.

By effectively managing dilution and overpaymenhdaunderpayment) risks,
collar offer allows the bidder management to be more aggressive in its pricirg
stockforstock deal and hence be a competitive playe battle for control. A fixec
collar offer is more attractive when target shalédis are willing to accept a cert:
amount of uncertainty abbthe consideration received. Floating collarscbgtrast
are likely to be more effective when dealing witkignificantly risl-averse investor
clientele, since they effectively guarantee a fiymite per share provided t
bidder’s price stays withithe specified range (Caselli, Gatti, 20
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The following Table 1 summarizes the advantagesdisativantages of Alternative

Collar Agreements.

Table 1: Advantages and disadvantages of Altera&iollar Agreements

Agreement Type

Advantages

Disadvantages

Fixed Share Exchange
Agreement

Bidder company:Number
of acquirer shares to b
issued known with
certainty; minimizes poten-
tial for overpaying.

117

Target company: Share
exchange ratio known with
certainty.

Bidder company: Actual
value of transaction
uncertain  until closing;
may necessitate rene
gotiation.

Target  companyActual
value of transaction
uncertain  until closing;
may necessitate rene
gotiation.

Fixed Value Agreement

Bidder
action
protects
overpaying

company: Trans-
value known;
acquirer  from

Target company: Trans-
action  value known;
prevents significant reduct
tion in purchase price dug
to acquirer share price
variation.

A4

Bidder company:Number
of acquirer shares to b
issued uncertain.

112

Target companyMay have
to reduce purchase price to
get acquirer to fix value.

Floating Collar Agreement

Bidder company: Perfect
risk management of the

cash value of the
consideration paid; abant
don option outside of

negotiated bounds.

Target company:Guaran-
teed cash value of thg
medium of exchange
abandon option outside of
negotiated bounds.

U

Bidder company: Sub-
optimal dilution risk
management.

Target company: Uncer-
tainly regarding the pro-
forma ownership structure.

Fixed Payment Collar
Agreement

Bidder company:Reduces
uncertainty about transt
action value and potentia|
for renegotiation.

Target company:Reduces
uncertainty about transt
action value and potentia|
for renegotiation.

Bidder companyPrice risk
management sub-optimal i
presence of small relative
movements of bidder vs|
target share prices.

=

1%

Target companyPrice risk
management sub-optimal i
presence of small relative
movements of bidder vs|
target share prices.

=

1%

Source: Own elaboration
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Once an agreement has been reached, the @llocatesvalue based on tf
structure and market conions. For example, in the case of a fixed exchaage
collar (Figure 4), the target “benefits” (as oppmbse what happens in fix-price
consideration) from an increase in the bidder'sresharice, whereas the bidc
“benefits” in the event of its owshare price decline.

Figure 4: Fixed Exchange Ratio Collar Illustrati
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Source: Adolph, Pettit, 2007

Expected Utility of Collar Offers

Chen and Hilpert (2014) analyzed the Collar comsrdoom an expected utilit
perspective, that is, the sharehrs of the target company follow the po-utility
function:

u(x):%/xl‘”,y>0,y;é1 (

for wealth x. For numerical work they used the geyaertainty equivalent (CE
defined by:

u(CE) = E[u(x)] (2)

Here x will be the payoff to the target which varigith each contract specificatic
The use of CE makes the quantities easier to ir@grpecause the CE expres
expected utility in mpetary units instead of utility units. This transf@ation allows
to compare decisions from di_erence preferencds eath other, because the ClI
independent of the utility scaling. The expectatityis determined under the re
world measure P underhich the assets follo

dSi(t) = (1 — a) St)dt + eSOV (1) with S, (0) =S
dS(t) = (uo— @) SH)dt + St (PdWA (1) + J1- p2dWP (1))  with S, (0) =S (3)

wherep; andy, are nstantaneous rate of return of bidder's and targesetw,”and
W,;”are two independent Brownian motions und
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Expected utility of Collars for the utility functio(1) is for a Fixed Price Collar:

o} T d Yoot [~
E"ulpe )=~ }y{asle‘”“”l_z) } e o[l - - y)oT)
(4)

o} 4 1. 2 52 _
T O RL(B) S {b%e“““”} e M ol-U + @- Yo, \T)
-y -y

Expected utility of Collars for the utility functmo(1) is for Fixed Ratio Collar:

£l )= KO+ 2 KEO(0)

o? Ly 1
1 (- —2)T Z(@-y)?ofT
- 2 e2
1 —_

y| o3 (5)

[qa(J ~ - Yo T )— qa([ ~A-po T )]

Conclusion

Although the use of M&A risk management instrumdatstill relatively limited in
international financial markets, recent increasesstock market volatility have
increased the likelihood they will be used in th#ufe. We can classify such
instruments into two categories: (1) instrumentsrfanaging “pre-closing” risks,
notably the changes in bidder’s stock price thatexad up affecting the terms of the
deal; and (2) “contingent value” instruments thatamgl against the risk of
overpayment by making the price of the deal comtmigon post-close performance
of the target. In the first category of instrumerasliars provide bidder and target
companies with a means of limiting dilution anacprrisk, which in turn reduces ex
post negotiation costs and gives the managerstbfdmmnpanies an easy way out in
case of material share price fluctuations.

Suhrn

Napriek tomu, ze vyuzitie nastrojov pre riaden@ika pri fuziach a akviziciach je
na medzinarodnych fingnych trhoch stale relativne obmedzené, nedavnysnéara
volatility na kapitalovych trhoch zvysil pravdepdmms’ ich vyuzitia v budicnosti.
Tieto nastroje mozno klasifikovalo dvoch kategorii: (1) nastroje pre riadeniekazi
pred uzatvorenim zmluvy, najmad zmeny cien ponukiamkcii, ktoré mézu ukaint
nasledné ovplywovanie podmienok obchodu; a (2) nastroje contingetae. V
prvej kategorii nastrojov, zabezimvacie nastroje typu collar poskytuju kupujacim
i predavajucim prostriedok na zniZzenie cenovéh&ajzo nasledne zniZuje ex post
naklady na vyjednavanie a dava manazérom oboclo&mdti jednoduchy spésob
zabezpeéenia sa pre pripad fluktuacie cien akcii.
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CREATIVE METHODS IN MANAGEMENT EDUCATION
FROM STUDENTS’ PERSPECTIVE

KREATIVNE METODY VO VZDELAVANI MANAZEROV
Z POHEADU STUDENTOV

Abstract: The aim of this article is to present studentstwden methods applied in
education and their perception of creative gamed #thniques applied on the on
the course “Creative methods in management and gene games”
(CMM&MG), which is part of the Master's curriculunat the Faculty of
Management. Primary data collection was conductembugh a questionnaire
survey among students attending the course in aw@&dgear 2014/2015. Using a
factor analysis a large set of observed variables weduced to five factors. In the
context of reduced factors, the attention was fedusn the two extracted factors:
“Attractiveness of methods applied on the CMM&MGiIse and during the study”
a “The demand for creative and innovative methodsducation”.

Key words:creativity, education, management, methods
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Introduction

Creativity is considered as a determining factorthef success of businesses and
organization because it significantly affects thevelopment of innovation and
ingenuity, and consequently the business succedspesfit. In the world with
increasing populations and decreasing natural regsus creativity together with
knowledge considered the most important econonsicuee [3].

The particular importance of creativity in businessl management is growing, as
evidenced by the formation and development of coptsceelated to creativity,
particularly the creative economy, creative indestr creative tourism, creative
products, creative cities, creative classes, &@j. [

Creativity in organisational context

Enterprises currently devote much attention to mtomy creativity as a source of
competitive advantage, which is closely relatedhi® employees’ ability of to be
innovative and creative.

This — according to Ageyev (2008 a 2010, in HaykeBoura a Al-Oweidi) [5] —
encourages organizations to develop concepts guigl aanagement styles leading
to the creation of a creativity-supportive envir@mh An interactive environment
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contributes to interconnection and transfer of kieol\ge and accumulated gained
experience in order to develop creativity to engbheemaximum development of an
organization. With regard to the management styl@sell [9] points out the need
of managers/leaders to apply styles that are un@ue based on consensus,
adaptation, responsiveness and speed of decisiokingnaThe author also
emphasizes that organizations should not only liegpective (i.e. reflecting
internal and external context), but also progressive. able to think strategically
about the possibilities for stakeholdersclients, customers and employees - to
increase the overall creative ability of the orgation.

The essence of organizational creativity accortiogman Andersen and Kragh [6,
p. 82] is that managers and employees to fundamhentallenge existing ways of
doing things within organizations. “Developing dreiy is about exploring new

possibilities and following what may often be vagaeas or hunches”.

Bilton [2] divides the perceptions of creativity business into two categories: (1)
the ,heroic* model which highlights the impact ofdgnamic, visionary creative

individual on the firm (usually associated with nsformational i.e. visionary,

charismatic leadership and with an individualisheory of creativity) and (2) the

,Structural“ model which gives emphasis on

teams, networks and organisational environmentsoasces of innovation and fits
more comfortably with traditional management mod@eld concepts.

There is discord and disunity in the views on whetually fosters and inhibits
creativity in organizations. The greatest barrigrereativity are considered to be:
bureaucracy and restrictive routines, excessiverabrpassivity,anxiety and fear,
time stress etc. As aptly comments Augsdorfer {neafter 40 years of research
the discussion on how to manage for true creatiaitgd innovation persist, while
some authors advocate structure, planning and aprdthers advocate greater
creative freedom and a “laissez-faire” managempptaach and some people prefer
a combination of leadership strategies. Regardiegseferred approach, the fact is
that creativity is crucial for the development, segs and competitiveness of
businesses.

Creativity in the context of higher (management) edcation

Given that creativity is considered to be econogmnowth stimulator there is a
pressing need for “creative thinkers in every fig#l p. 47] i.e. in all disciplines
and fields of the economy, including managementrddeer, given the increasing
volume and importance of the creative industriestce, arts, architecture, design,
film, fashion etc.) it is not surprising that thesean increasing demand for graduates
with imagination and creativity.

Craft (as cited in Gustina and Sweet) [4, p. 4g9hhghts the dynamic relationship
between education and “world of employment and wthéer economy” which
changed the point of view of “what is consideraghgicant in terms of educational
achievement”. In this context author underlines thiécal role of creativity for
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surviving and thriving while emphasizes that to éndmnerely excellence in depth
and grasp of knowledge” is no longer sufficient $oiccess. Gustina and Sweet [4,
p. 47] are inclined to this view and argue thae“turrent calls for more creative
output throughout the economy acknowledge educaisothe most promising locus
for developing creativity”. According Ng'ang’a ar@iii [7] university graduates -
future employees and eventually managers of emsegpand firms are expected to
have creative abilities which they can exploit lne tvorking life and subsequently
change in the work environment.

In relation to management education Oltra and BaciEsteve [8] point out that
fully practical training activities and “learningyldoing” that enable students to
acquire managerial competences for fulfilling higisponsibility roles in business
are unfortunately scarce in most university cutaculhe authors used active
learning initiatives to promote creativity-relatedmpetences among management
students.

The task of universities and educational institgios to adjust and involve the
development of creativity in the curriculum so thley can reflect on this fact.
There are many voices (organizations, governmesiicymnakers etc.) calling for
the need of students' creativity development armbrporation of methods and
techniques enhancing creativity in the curriculdaculty of Management reflects
these requirementss evidenced by the inclusion of a CMM & MG coufamong
other courses) in the curriculum.

In order to enhance the quality of teaching andnieg process the experiential,
non-traditional and sometimes “innovative” stragsgare utilized — drawing upon
Rohnke’s model (also known as Tuson’s model) of foom- stretch/learning —
panic zones. Traditional/ classical (teacher-centned passive-receptive) teaching
methods keep students in comfort zone for whidlypgcal that a person work only
on the basis of previous experience and knowledge,skills and solve tasks that
has mastered, has no need or motivation to chamgéiag. But is not enough for
the development of creativity and critical thinkinQur personal experience (on
CMM&MG course as well as other courses) shows tiratuse of “non-traditional”
creative teaching methods and approaches is véggtiek in getting students out
from comfort zone into the stretch (learning) zeviech is very stimulating. Typical
for the stretch (learning) zone is that studentsadd try “new” things, gain new
experience, they are motivated. We would like ta ddat in addition to these
“benefits” there is usually a very good atmosplaaré fun on seminars and lectures.

Methodology

The “Creative methods in management and managgmées” (CMM&MG) course
is a part of Faculty of Management, University o&é$dv in PreSov curriculum since
the academic year 2009/2010. Its inclusion in thiculum was a response to the
need for development of curricula and exercises$ #émance students’ creative
thinking and problem solving and fosters studerastive participation in the
learning process.
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Students on this course are acquainted with seleceative methods and technique
(applicable/used in management) - apply acquireowkedge through computer
simulation supported by ICT and practice individuakative techniques and
methods such as:
 the techniques aimed at generating ideas and golyamoblems
(brainstorming, brainwriting, reverse brainstormiragse study or “lotus
blossom” technique);
» self-discovery methods e.g. self-image and “anifaalily” (self-reflection
methods adapted from psychology);
« methods of team development (teambuilding exercisésam-ship”
drawing);
* role-playing games;
» visualization of possible problems causes throbhghRishbone diagram;
* games/activities for the creativity development sesting (the dot puzzle,
indirect associations, alternative use, etc.).

An important part of the educational process evalngon the CMM & MG course
as well as on other courses) is feedback evaluailitve feedback is obtained
through a survey conducted at the end of the semesifter the students gained
experience with various technigues, methods andulaton. The cognition of
students’ opinions is particularly important be@itsallows us (teachers/lecturers)
to focus on teaching techniques that students peroeery positively and thus
continuously enhance educational process.

Factor analysis was used for reduction of large cfetvariables and finding
underlying unobservable variables that are reftectehe observed variables.

Research design and sample

The primary data were collected through surveyhe form of self-administered
guestionnaires. Research sample consists of studa#gnfaculty of Management
enrolled in a two-year full-time study master's gy program who attend a course
CMM&MG. The entire group of full-time students whattend the course were
surveyed and therefore a total population studywsasl. Total number of respondents
(students) participated in the survey is 67. Thestjonnaire contained 21 items that
were scaled on five-point Likert scale (1 - strgragjree, 2 - agree, 3 — neutral (neither
agree nor disagree), 4 - disagree, 5 - strongggdee) on which respondents expressed
agreement with the statements/sentences. Iltem Bamasdered separately (it examines
the popularity of the various methods and techrscgeplied on CMM&MG course
among students) and it was not included in thefatalysis.

Findings

Kaiser-Meyer-Olkin and Bartlett's Test were usedn@asure the appropriateness of
Factor Analysis. A KMO value of 0.6 is a suggestedimum. In our case the KMO
has a value of 0.68 which indicate the use faatahais is justified. Bartlett's test of
sphericity tests whether the correlation matriamsidentify matrix. Since the Sig.
value is less tham level (0.05) the population matrix is an identratrix and
correlations in the data set that are appropr@téatctor analysis.
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Table 1 Kaiser-Meye@lkin and Bartlett's Te

KMO and Bartlett's Test

Kaiser-MeyeroOlkin Measure of Sampling Adequa ,687
Approx. Chi-Square 519,627
Bartlett's Test of Sphericity df 190
Sig. ,000
Source: program STATISTICA 12 CZ proces:
Table 2 Eigenvalue extraction
Eigenvalue Extraction: Main component:
Value
0,
Eigenvalue % Of Total (_:umulat Cumulat %
Variance Eigenvalue
1 4,782845 23,91423 4,78285 23,91423
2 3,343079 16,71539 8,12592 40,62962
3 1,873297 9,36649 9,99922 49,99610
4 1,268266 6,34133 11,26749 56,33743
5 1,065831 5,32915 12,33332 61,66659

Source: program STATISTICA 12 CZ proces:

Factors with eigenvaluesgqual or higher than 1 retain. Five factors wergaexed
using the Varimax Rotation method. These extrafaetbrs can be used illustrate
the variability of response The cumulative percentage of variance has a vdi
53.945which means that afive factors together account for (explain) 53.946#

the total variance.

Figure 1Factors display through Screen |
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Screen plot displays the eigenvalues associatdu avitactor in descending order
versus the number of the component or factor. Thees plot of our factor analysis
that was conducted on 20 different variables (i)est®ws that 5 of those factors
explain most of the variability.

Table 3 Main Components extraction

Varia Factor load (Varimax normaliz. ) Extraction: Main C omponents
ble Factor 1 Factor 2 Factor 3 Factor 4 Factor 5

vl 0,668469 0,267398 -0,112985 -0,097855 0,070021
v2 0,635628 0,339719 0,252746 0,028303 0,204434
v3 0,647818 0,280801 -0,072029 0,318286 0,211059
v4 0,431751 0,220575 -0,427359 0,323030 -0,119633
v6 0,718602 -0,040804 0,003470 -0,038114 0,170236
v7 0,761082 -0,073645 -0,157963 0,249791 -0,027757
v8 0,695329 -0,034905 0,108198 -0,054023 0,293634
v9 0,691214 0,038525 0,062535 0,158473 -0,119070
v10 0,487385 -0,400521, 0,059116 -0,283830 0,293916
vll -0,193322 -0,027169 -0,819988 -0,095135 -0,001819
v12 0,154172 -0,147602 -0,684520 -0,439523 0,091496
v13 0,596895 -0,285260 0,244924 -0,181369 -0,233675
v14 -0,506039 0,493517 0,207926 -0,015834 0,056796
v1l5 0,057190 0,750767 -0,220741 0,226919 0,211636
v16 0,102456 0,380607 0,160469 0,540704 0,252158
v17 -0,010611 0,772830 0,152794 -0,086696 -0,030665
v18 0,184398 0,829030 0,019627 0,001437 -0,060865
v19 0,002236 0,397137 0,371867 0,241535 0,406855
v20 0,169446 0,014186 -0,057085 0,120812 0,808526
v21 0,066049 -0,123058 0,175279 0,793685 0,086106

Source: program STATISTICA 12 CZ processing

Table 3 shows the results of factor analysis irdecac year 2014/2015. Within the
extracted factors our attention will be focusedtbe first two factors which are
related to the perception of teaching methods addniques applied during study as
well as on the CMM&MG course.

Factor 1 may be callé@ttractiveness of methods applied on the CMM&M Giise
and during the study’Factor 1 significantly correlates with seven valeab
e Variable 1 (vl1) represents the questionnaire itestat¢ment):
“Management (creative) methods and techniques egplon the
CMM&MG course was something new for me.”
« Variable 2 (v2) represents the questionnaire itestat¢ment):
“Management (creative) methods and techniques egplon the
CMM&MG course were interesting to me.”

30



 Variable 3 (v3) represents the questionnaire itestat¢ment):
“Management (creative) methods and techniques egplon the
CMM&MG course were motivating for me.”

* Variable 6 (v6) represents the questionnaire itsia@¢ment): “Education of
managers at this faculty is satisfactory”.

» Variable 7 (v7) represents the questionnaire itsia@¢ment): “Education of
managers at this faculty meets my expectations”.

» Variable 8 (v8) represents the questionnaire itetatément): “Teaching
and learning methods with which | encounter durmgstudy at the faculty
suits me”.

* Variable 9 (v9) represents the questionnaire itetat¢ment): “Teaching
and learning methods with which | encounter durmgstudy at the faculty
motivate and empower me to continuously improveetiys

Three variables are associated to the factor 2elyam

 Variable 15 (v15) represents the questionnaire itéstatement):
“Innovative approaches and methods (e.g. case estudiimulations,
structured games, staging games, etc.) should lve midely applied in
education of managers (at the faculty)”.

» Variable 17 (v17) represents the questionnaire iistatement): “I would
welcome more interactivity and interactive methaasthe seminars and
lectures”.

» Variable 18 (v18) represents the questionnaire iistatement): “I would
welcome more creativity and creative methods”.

Factor 2 can be calleiThe demand for creative and innovative methods in
education’”.

The questionnaire survey among students attendiagcourse in academic year
2014/2015 similarly to the conclusions of the samerey conducted in the previous
five academic years show that students considenadstand techniques applied on
the CMM&MG course motivating and interesting andieation of managers at the
Faculty of Management appropriate and satisfactorglso confirms the students'
demand for creative and innovative methods in etuta

Conclusion

The results highlight the justification and apprafgness of inclusion of the
CMM&MG course in the curriculum given its focus development of students’
creativity. Unlike the majority of courses with dmaminant “traditional” and
“passive” learning methods the CMM & MG course el as interesting for
students and valuable in developing their cregtiihe survey results also enhance
our conclusions that fostering alternative teach@agning methods as an alternative
to existing mainstream courses is the “right way”.
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Suhrn

Cielom prispevku je prezentacia nazorov Studentov n#&dyepouzivané vo
vzdelavani (p&as Stadia) a ich vnimanie aktivit, hier a technduzivanych na
predmete Tvorivé metody v riadeni a manazérske kioyy je séag’ou webnych
osnov magisterského Studijného programu na Fakuémazmentu PreSovskej
univerzity v PreSove. Pri zbere primarnych uUdajod IpouZzity dotaznikovy
prieskum medzi Studentmi, ktori absolvovali dangdmnet v akademickom roku
2014/2015. Prostrednictvom faktorovej analyzy bgozorované premenné
zredukované na p&aktorov. V kontexte tychto redukovanych faktorowla nasa
pozornog zameranad na dva extrahované faktory: ,Atraktivitetdd (vydby)
pouzivanych na predmete Tvorivé metddy v riademiaaaZzérske hry ako aj s
stadia” a ,Dopyt po kreativnych a inovativnych nadaoh vo vzdelavani®. Vysledky
prieskumu ukazali, ze predmet Tvorivé metody v erdda manazérske hry, na
ktorom sa uplaiuju aktivizujuce (najmé kreativitu a kritické mysle rozvijajuce)
formy wenia, je Studentmi pozitivne vnimany a povazovanyaujimavy.
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ANALYSIS FOR SLOVAKIA'S ECONOMIC PERFORMANCE
IN SLOVAKIA'S TAX REVENUE ADMINISTRATION

ANALYZA EKONOMICKEJ VYKONNOSTI SLOVENSKA
VO FINAN CNEJ SPRAVE SLOVENSKA

Abstract: Within the frame of the research on this matter, caene out form the
existing functional organizational structures artdx administration systems not
only in Slovakia but also in Hungary, Poland, CzeRbpublic and Slovenia,
whereas the fundamental prerequisite of investigaivas increasing efficiency of
the system globally. On the basis of trend analy& assume that upcoming reform
of Tax and Customs administration will significgntontribute to the increasing
efficiency of the system and in the end to theitipesperception of taxes as
a socially unpopular obligations.

Key wordsitaxes, tax reform, tax administration, efficiengsgcess management

KPac¢ové slova: dane, daova reforma, daova sprava, efektivnds procesné
riadenie

JEL: G24

Introduction

The examination of Slovakia’'s tax revenue admiatgtin should be perceived in a
wider context. In order to it, it is necessary tarsfrom the existing functional
organisational structures and tax revenue admatistr systems in Slovakia, but
also in the neighbouring countries, e.g. Hungaplaid, the Czech Republic and
Slovenia, while we think there is an objective neéedchange the organisational
structure and to do its process-orientated optimoisa as well as to introduce
marketing principles in the area of orientationtib@ customer in order to achieve a
positive image of the tax revenue administratiothimeyes of the public (Zubav/a,

A. 2003).

We assume that the reform of the tax revenue astbitis administration currently
being prepared will significantly contribute to mcrease in the effectiveness of the
system and, eventually, also to the positive péimemf taxes as socially unpopular
obligations. (Dobrow,J, 2011).

1. Development of the organisational structures dax systems

Structuring by type of tax

The basic criterion for the start of the oldestetyyd organisational structure of tax
revenue administration was the structuring of ekeeubodies by individual
existing types of tax. That type determined thetoa of separate multifunctional
departments for each type of tax, while such ufutsctioned separately and
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mutually independently. The organisational strceetivided in such a way fulfilled
its purpose, but, despite that, it had its own fismal shortcomings. It created space
for the duplicity of functions, which caused ineffigeness.

If a taxpayer was subject of multiple types of &xhe so adjusted system became
complicated for him, with excessive amount of bumgacy on the one hand and, on
the other had, it was too complicated to manageptréormance by taxpayers,
separate control and debt collection. The ineffectiess of the structure made
around the type of tax is also underlined by thet that there is an increased
probability of unequal treatment of taxpayers ardkareased flexibility of the use
of workers specialised in a certain type of taxafféventually makes the planning
and coordination of activities in the tax revenugmaistration managerially
unsustainable. (Dobroyd, 2011).

Structuring by functional groups

This approach to the organisation of the tax regeeadministration’s work was
made with the objective to improve the standartheabf work processes, to
simplify the information flow and procedures comung taxpayers, and to improve
the operational effectiveness in general. Such ansational structure places
workers into functional groups (e.g. registratioaccounting, information
processing, control, collection, appeals, etc.}, iougeneral, works along a type of
tax. When compared with the structure describetheprevious chapter, created
around types of tax, the application of the orgatmsal structure based on groups
increased the performance of the tax revenue adtration (e.g. provided
individual access points for tax enquiries, simetf the system of taxpayer
registration, access to tax payments and accoyngitag), and also increased the
effectiveness of the tax control and debt collectidhe modern theories of
management, however, criticise such organisatiorwofk for the division by
functions, leading to the provision of poor, instifnt services and standardisation
that does not bring effectiveness to the tax regaadministration due to taxpayers’
varied and differing behaviours in the fulfilmenit their obligations. (DobroviJ,
2011).

Structuring by individual types of taxpayers

The latest development in some developed countmes brought a model of
organising services and law enforcement based en ptinciple of taxpayer
segmentation (e.g. big taxpayers, small/medium-sixpayers, employers, etc.). In
this case the rationalisation in organising suaitfions by taxpayer types is in the
fact that each group of taxpayers has differentagttaristics and behaviour and
consequently represents a different level of riskealation to the tax revenues. In
order to manage those risks effectively, the taremee administration needs to
develop and implement strategies (e.g. interpmrtabf the law, education of
taxpayers, improving of the quality of servicesgcused tax inspections) that are
suitable for the unique characteristics and waytheffulfilment of tax obligations
in the cases of individual types of taxpayers. Frbid management perspective,
such a type of organisational structure createsesfza the delegation of tasks and a
vertical expansion of management, copying the neddsxpayers, through the
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centralisation of key functional activities withim single management structure,
which, consequently, improves the level of perfaroe Despite a multitude of
advantages and its modern management approachapplecation of such an

organisational structure is, for the present, sinttial phase. In some countries,
departments and divisions for big taxpayers arengoentroduced into the tax

revenue administration system. (Dobkg¥j 2011).

2. Trends in the management of the tax revenue admstration in Slovakia
and in neighbouring countries

Each of the monitored V4 countries and Slovenidatedhe orientation of their tax
revenue administrations that corresponds with tleeistve parameters of the
effective tax revenue administration of the Eurapeédnion countries. The
upcoming trends in the management of the tax revexdministration (TRA), in
relation with the mentioned facts concerning theATilRanagement in the individual
V4 countries and Slovenia, irrespective of the adeanent of their economies, can
be summarised into the following several points(&woba, K.2003):

a) Effort to increase the voluntary fulfilment of taand health and social
welfare insurance obligations, professionalismirgaship and correctness
in the relations with the tax revenue administratbents;

b) Continual activities supporting the decreasing akx tarrears and tax
evasion;

c) Building an organisation communicating with its dayees and clients
professionally, openly, intelligibly and timely;

d) Effort to use human resources more effectivelypeéaan employer offering
a job perspective and the growth of the employpesessional level;

e) The utilisation of the information technology iretiRA with the objective
to get closer to the taxpayer and to speed upatheffices’ work processes
in the area of administration;

f) To constantly look for new opportunities for thepimvement, increasing
of the quality and making services more effectivaetheaut major
modifications of the legislation;

g) Education and training of workers in order to ceeatmore versatile work
potential;

h) Effort to implement an effective system for the sw@@ment of the quantity
and quality of work at all levels of the tax revenadministration, set for
each critical factor of success and representimgasurable value.

As a starting point of the upcoming trends in Sloaatax revenue administration
we take the Government's Programme  Declaration p:(hitww-
8.vlada.gov.sk/index.php?ID=918 — Programme Dettaraof the Government
2002) of 4.11.2002, which, in the part “Economidi®d, sets out the following
objectives in the tax revenue administration: sifpghe tax legislation, update the
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parts of the tax laws that allow ambiguous intesdren, simplify the sanction
system in the area of tax revenue, decrease dares, shift the tax burden from
direct taxes to indirect taxes, reassess the atigic of property tax rates, unify
iIncome tax rates, analyse the possibility to iniiad a flat tax, strengthen the tax
revenues of municipalities, specify own tax revenwé higher territorial units,
secure strict, direct, fair and effective collentiof taxes, decrease tax rates, restrict
tax evasion, and create a new system of horiz@inticial balancing.

~olovakia is the eighth most attractive Europeaantty from the perspective of tax
systems. In the KPMG International’s ranking, colegbion the basis of a survey of
European company representatives’ views on theachtteness of domestic tax
regimes, Cyprus was placed at the top, followedSkwtzerland. Both countries
obtained high ranking thanks to a unified interatien of the tax legislation,
minimum changes in tax laws and relatively Ilow taxates.”
(http://ekonomika.sme.sk/c/3685557/Slovensko-mayesajpritazlivejsi-danovy-
system-v-Europe.html

The survey was carried out by KPMG International ttpfiwww.
kpmg.com/SiteCollectionDocuments/2007CorporateatiddotTaxRateSurvey.pdf)
and its results reflect the views of more than ##0 specialists in multinational
companies in Europe. The evaluation criteria inetlhdthe attractiveness,
administrative demands, consistency, long-termilgigbextent of legislation, tax
rates and relations with tax offices. At the Eumpéevel, according to the survey
results, the least attractive area is the exteheftax legislation. The order of the
countries is specified on the basis of “absoluteaetiveness”, which was calculated
as a difference between the percentage of the mdspts according to whom the
key aspects of their domestic taxation systems waeractive, and the percentage of
not satisfied respondents.

Slovakia, and not just by the last tax revenue aditnation reform of 2007 or by
the introduction of a flat tax rate, joined the gm@ssive countries of the European
Union and significantly boosted its attractivenasd competitiveness.

From the perspective of tax management levels wiSlovakia, the current state
can be defined as an officially two-level managetnbuat by the transfer of some
competences of the Slovak Tax Revenue DirectoRfRe3R) to its detached offices
(DO), it is, in fact, a three-level management, sdqustification is based on the
need to manage 102 tax offices, which is not pésgi do from a single centre.
Such organisation of the tax revenue administrat®mot optimal due to the
following reasons:

- The performance of the main processes is fragmebyethe territorial
principle, while each tax office (TO) (small, mexhiwas well as large) runs
all processes related with the administration aowitrol of taxes and tax
execution, so it is not possible to achieve theinupation of the
performance of such processes or of costs of fheiformance from the
perspective of the tax revenue administration ashale; ( Rasner, J.,
Rajnoha, R.)
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- The system of the deployment of tax offices isdliftexible, as it does not
allow to adapt the deployment of the basic orgdimsal units to the needs
of taxpayers;

- In the current system of management, DOs represeatiministrative level
of management, while there has been a long-terrd me¢heir work to
concentrate the performance of some processesagcgunting, payroll)
that are unnecessarily split between the tax revahtectorate (DR SR)
and the DOs and increase the administrative anarzontation demands;

- In the work of DOs’ employees, there are probleha are characteristic
for organisations that, along the line manageneaat apply other types of
management (e.g. project, specialised-methodolbgieiz.). It is, for
example, the case of the assignment of tasks lwyadised managers of DR
SR, which can collide in timing with tasks assigihgdine DOs’ managers.
On the basis of the above-mentioned, the concéphe reform being
prepared takes into consideration the principle judtice, neutrality,
simplicity, unambiguousness, efficiency and the lesion of double
taxation. The Financial Policy Institute’'s analyskged to 2001 — 2004
show the reasons for the clear need of a refornb(@ac J. 2015):

- Complexity of the tax law — lack of clarity;

- Alot of exemptions, liberations and reliefs, leagi to social
ineffectiveness, when the production and consumpsaot influenced by
the supply and demand, but also by tax advantages;

- Variability of the specification of the tax base,hish allows the
optimisation by the taxpayer, which increases atstiative costs and
decreases the possibility to control.

From the perspective of the management and ordamsaf the tax revenue
administration, as further reasons we can consider:

- Complexity of the organisational structure — dupjicof functions and
powers at the central and regional levels;

- A costly administrative tax revenue administratgparatus;

- Non-transparent project management, decreased bpigsito control
processes;

- The taxpayers’ unwillingness to pay taxes;

The Slovak government’s intention, declared inrtfentioned Slovak Government'’s
Programme Declaration, is to carry out the refofrthe tax revenue administration
in a way that makes it more effective, with theeative to methodologically help
the taxpayers with a good taxpaying discipline smdncover taxpayers that avoid
the payment of taxes. The objective is to createditions for an effective co-
ordination of public administration bodies, to guaee the access by citizens via
the Internet, and to secure the interconnectionnfifrmation systems of public
administration bodies. The reform of the custommiadstration, with the vision of
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uniting the tax, duty and health and social welfer®urance premium collection

processes, is also a priority task of the Slovakisfity of Finance. The reform

should take place in two phases: the first one wvilte the tax revenue and customs
administrations; in the second one, the tax, dutg health and social welfare

insurance premium collection will be united (Dohbioy. 2015).

The first phase has the name UNITAS | and part ©f & reform of the tax revenue
and customs administration. For that phase itop@sed to examine the possibilities
of process synergies in the tax revenue and cuseinginistrations, to adopt
legislative changes resulting from both audits &mdubsequently coordinate the
implementation of changes in both institutions. {Tdatermines the subsequent
decision whether the optimization process will tesa the uniting of the tax
revenue and customs administrations or whether whkbkeep existing separately.
It is proposed to develop a feasibility study, whigould comprehensively assess
the essential preconditions, possible benefits,raakd of uniting the tax, duty and
health and social welfare insurance premium cobact

The second phase of the reform being prepared, cbed UNITAS I, and its
launch, will be influenced by the successful redim of the benefits of the
UNITAS | phase. In the UNITAS Il phase, after thevdlopment of process models
in the institutions concerned, a process modelhef united collection should be
developed, with a subsequent change in the legisland the adaptation of the
information technology (IT) support of the affecmganisations(Dobrowid. 2015):
The optimisation of the processes in line with #igove-mentioned intentions
focuses in particular on:

- Centralisation of the tax revenue and customs naetlogy at the Financial
Directorate (FR SR);

- Centralisation of services for the public at the $IR

- Centralisation of the payment contact and of thepawting of taxes, fees
and duties at the FR SR;

- Concentration of the execution process at Finai@iates (FOs);
- Concentration of the control process at the FOs;
- Concentration of taxes;

- Splitting of tax administrators’ tasks by the clea of activities and the
uniting of tax administrators’ registration and adistrative activities;

- Centralisation of support processes at the FR SR;
- Unification and simplifying of forms for obligedxpayers;
- Introduction of a unified identifier for natural is@ns and legal entities;

- Development of electronic services and eliminatioh paper-based
communication;

- Development of electronic communication with otpablic administration
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bodies and with other bodies and institutions;

- Reduction of bureaucracy through the introductidn eegovernment,
electronic communication and digitising of files;

- Reduction of the taxpayer’s loading by the remafaihe duplicity of the
provision of information to public administrationdies.

Through that process, Slovakia is getting closeanoeffective taxation system,

which will mean an increased effectiveness and @atitnygeness of our country

within EU countries. The impacts of the proposedngfes can be split into two

basic categories. The first one includes the benefithe reform of the tax revenue
and customs administration that have in particth&r character of cost and time
savings, of increased added value and work effigieatc. The second category is
represented by the expenditures made to achievendiadual objectives on the

reform of the tax revenue and customs administiat®oth of the mentioned

categories are further split into the impacts oa txpayer, i.e. the user, and the
impacts on the public administration. The expenmdguand benefits of the reform
either have a one-off, time-limited, or permaneharacter. From the financial

perspective, the impacts with a permanent or reppaffect are of the greatest
significance (KARASZ, P. st., RESKO, J., KARASZ, P. ml. 1997).

Conclusion

In the research of the issue, we started from #igtieg functional organisational
structures and tax revenue administration systemhgust in Slovakia, but also in
Hungary, Poland, the Czech Republic and Slovenialewthe basic assumption of
the examination was an increase in the effectiwrdsthe system as a whole,
through a change in the organisational structum igs optimisation, as well as
through the introduction of marketing principlestire area of orientation on the
customer in order to achieve a positive image enepes of the public. (Dobravd.
2015).

The introduction of the reform in Slovakia's taweaue administration (TRA) that
Is being prepared lies in the optimisation of tlwnber of tax offices (TOs) and in
the change of the organisational structure, whidh lwing significant savings in
their budgets. In the next phase, the uniting & thx revenue and customs
administrations is being planed with the objectitee subsequently unify the
collection of taxes, duties and health and soce&lfaxe insurance premiums.

From the managerial perspective, the following exa@®ons of the benefits of the
reform are significant:

- Better administration of the state’s receivablethwhe possibility of their
mutual compensation and a stronger position inivecghips;

- Optimisation of the number of employees by the ilahon of the
performance of duplicate activities and by the otidm of management
positions;

- Decreased costs of the running of a united orgaarsgDobrove J. 2015).
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Introduction

The necessity of managerial techniques introduanthe management of public
administration is connected with its permanentmaand the modernization. The
primarily objective is increase of effectivenedficeency and debureaucratisation of
public administrationLocal government sector is focused on the quafifyrovided
public goods at the local level [9, 2012, 22], [2014, 311]. This, in the context of
the amount of responsibilities and the currentest#t public finances in time of
ongoing financial crisis, puts pressure on thevdws of local authorities. In the
eyes of the citizens, the most significant repregdamre of the municipality is mayor.
Mayor, as a person, is often associated with ogprasentative function, although
his activities consist of a large number of dailgmagement decisions pursued for
the benefit of citizens of municipality.

The traditional way of tracking the performancecompanies in the private sector is
based on an assessment of their ability to achtmstred financial indicators -
profits, turnover or market share. The companyaisked as powerful when it
reaches the planned financial results. In the seamficself-government, it is not
possible to evaluate the performance of the irigiituin this way, since the results
of its action are not financial indicators. Des@itghisticated management approach
(controlling system), which is trying to eliminathis weakness of traditional
performance evaluation, this flaw is not eliminatedl decision on management of
performance is realized as an ad hoc decision, ras@onse to the identified real
state that has already happened. Nowadays, themear approaches to monitoring
the performance of companies, which are based entrdditional system with
combination of other aspects. Modern methods dbpmance evaluation are based
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on the assumption that the company is efficient i$ able to achieve pre-defined
strategic objectives. There are two basic appraacised in practice. The first is
based on defining and assessing strategic objsctorefour basic areas (financial,
client, internal processes of learning and growtiled Balanced Scorecard (BSC),
which is the system of balanced indicators. Theosg@approach is based on the
measurement of organizational performance by ug@dormance measurement
process, called Performance Management. The comdemominator of both
approaches is their deviation from assessment sihbss performance solely based
on financial indicators and widespread use of otiipes of indicators (qualitative
and time) [3, 2003]. The article discusses the tgn@ly focussing on the elected
representative of the municipality and the resalte compared with the data
published in different sources. The results indictitat it is totally individual
working time span that corresponds to the workhef ¢lected representative in a
small municipality.

Material and Methods

Performance measurement of processes is requirksldro001 normbut a set of
standards ISO 9000 does not define term performdPedormance is accurately
defined by Excellence Model EFQM as "measure aflteschieved by individuals,
groups, organizations and processes" [15, 2004, 98]

For this study, we have used the time frames apphi¢he work of mayor in a small
village (328 inhabitants) in summer of 2014. Eaelnspn produces with his work
certain outputs (physical, informational). Depemgdon whether they have specific
internal customer while directly affecting the amlement of business objectives,
outputs are divided into useful and useless. Aassebutput produces man when
nobody needs them and they are not necessary éoffulfillment of business
objectives. Ideal state of human performance ooshen man produces only useful
outputs, but this is difficult to achieve in praeti From this postulate, we started
with implementation of time frames. Time studiedobg to the oldest methods of
rationalization of production. From the point ofake and complexity provided
information applied in technical practice, hereoogl time studies: [8, 2000, 54].

a) continuous observation:

- frames of working day (individual or group of emyées) — also applicable
in public administration,

- frames of operation

b) interrupted observation:
- moment observation,

- bilateral observation.

Frames of working time are characterized by comsthservation (measuring and
recording) actual time consumption during the waskdrom beginning to end.
Using this method it is possible to detect not ditye consumption of employees,
but also the structure of time spent [16, 2010}, [2012, 42]. The purpose is to
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determine the type and amount of time consumptentify time losses, reveal
their causes and make proposals for maximizingusge of time during working
day. Results determined on the basis of that franee used for improving the
organization of production, improving the materi®chnical and organizational
ensurance of production and are basis for normafiwveorking day time. Frames of
the working day are stated in four stages, reptaggalso stages of author's work:
[4, 1993, 63]

— preparation for observation,

— oObservation and measurement,

— rocessing an analysis of measured values,
— developing of measures proposal.

Results and Discussion

The performance of government can be today intezgreom the perspective of the
ISO processes. Although these standards use yt,dber’'t define it [12, 2013, |;
from the perspective of the European FoundatiorQiaality Management (EFQM),
which defines performance as measure of resulteath by individuals, groups,
organizations and processes [7, 1991]; but alsothH®y Center of Municipal
Development (CRS) and the Association of Cities suthicipalities (ZMOS) under
the benchmarking process [5, 2013]. At the locaklieit belongs between the
relevant factors and motivators of performance eobment the application of
modern methods in management and marketing, apiphcaf the latest trends in
providing of services, the ability of fast implent&ion of innovation, better
organization of work, improving work with human oesces, increasing of human
capital value, their effective motivation to perfance and working with the
perspective and talented staff [2, 2010, 5]. Devadéid staff is less creative and
their performance gradually decreases [6, 2009, 56]

An individual in company is effective, if his wodontributes to the achievement of
its objectives. This definition is general and @alrassessment of actual performance
of the man completely useless. To track the pefoice of workers in managerial
practice, it has been implemented a number of wé#ys, most important are
standardization of work (useful but only to a sedcnumber of jobs) and staff
assessment. Staff assessment is a proven way Buradhe performance of people.
Widely used method for evaluation of individual feemance assessment is based
on the ability to meet pre-determined tasks inrdwpiired time and with the required
guality. This method of evaluation can be in logalernment, as well as in public
administration, used also problematically.

Any organization can be understood as organize@isysf processes, activities and
operations that are performed to ensure missidheobrganization, doesn’'t matter if
profit and non-profit organization or public or yate organization. Application of
management methods was until recently almost eixellysthe domain of private
enterprises and business organizations. Increasedrgment accountability for
development at the local and regional level, cortipatof regions, settlements but
also across whole country is also reflected toctefor new management methods
of municipality.
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Even in local government applies, that performame@magement corresponds to the
level of management of changes. This also appiehange of people, performance
and organization. Change of performance in todaygmnizations is very difficult
done only by reducing costs, harder work, dismisgaeople... This process must
be controlled and goals must be set realisticdllye most optimal appears to be
increasing of organization over the people withmdividual practices in human
resources management.

The relationship between increasing the efficiermayd performance of the
organization is shown in Figure 1. From the figiiris clear, that personal changes
precede changes in the organization, so first yamdro improve the performance of
the individual and only then there is a changerganizational performance.

Efficient organization has defined objectives amdf@grmance indicators which are
regularly measured and evaluated. In local goveminiteis quite impossible to
determine measurable indicators for mayor. It isvikm, that the key performance
indicators should correspond to the nature and sfzéhe organization and its
products, processes and activities [14, 2013% tieicessary, that these are consistent
with the goals of the organization, which shouldcbasistent with its strategy and
policy of achieving performance efficiency and ddgorovide information useful in
improving of operations and processes efficiency.

Figure 1: Relationship of change and performance

Performance Change
\ 4

Performance Change
\ 4

Performance Change

Source: [13, 2013, 1]

In Table 1 we can see an overview of categoriesaatiglities of managers as it is
stated by [19, 2004, 30]. Based on table, managetes his working time into the
activities respectively categories. First activgyplanning. In this category there are
planning of work and time, planning of conceptuatenials and development of
projects, including financial budgets. Another gatsy is education, which is an
important factor of managerial activities, as thtedg of the books, articles,
materials and monitoring print and web pages is llasis for acquiring new
information and new opportunities. Parts of maniafjectivities are also meetings,
interviews, negotiations, telephoning and e-majliagd composing letters which
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ensure organizational activities and represent hemotcategory of managers
operations. Among other categories, authors inclooatrol activities, trips and

meetings and as well the rest, which is part ofbek. Any effective functioning of

the organization is dependent on the organizatiakdls of managers in the
organization. We can paraphrase a well-known qulo#t,only one, who can control
himself, can manage the others.

Table 1 Categories and activities of managers

Planning of work and time

Planning of activities —

25 % of time Planning of conceptual materials

Development of projects, including financial

budgets
Education — Study of specialist books, articles, materialsspre
25 % of time monitoring and web pages

Meetings

o i Conversations and negotiations
Organization of activities —

20 % of time

Calling and emailing

Composing of letters

Assessment of developed specialist materials

Control activities —

15 % of time Inspection of workplaces

Work with mail

Trips and meetings —
10 % of time

Resting —

5 % of time

Source: [19, 2004, 53]

Business trips, meetings

Resting - relax as part of work

Mayor of municipality performs monitoring of worlgnweek into recording sheet
himself, where he recorded activities and time sfgairevery day in whole week.
Detailed overview of duration of each mayor acyiveé shown in Table 2 and Figure
2, where we can see and compare actual time spevdreus activities during the
week. By performing role of the mayor, there arplemented various management
functions during the whole week, while observing tturation of each activity, we
identified how much time in the percentage of thenlih took in terms of Mayors’
managerial work.
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Tale 2 The percentages of each activity during onking weel

Activities of mayor Duration in minutes Actusar:aprir?;)r;tage Opt'?ﬁ;?:;gf)mage
planning of activities 100 4,44 25,00
education 250 11,11 25,00
organization of activities 725 32,22 20,00
control activities 280 12,44 15,00
trips and meetings 520 23,11 10,00
resting 375 16,67 5,00
Sum 2 250 100,00 100,00

Source: Results of own measurem

Figure 10ptimal and achieved percentage shares of aes during the working wee
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Source: Results of own measurem

To increase the objectivity of the survey data, s@aducted measurements fo
weeks of one month (in the same way). Monthly rissaile shown in a Table 3 a

Figure 3.
Table 3 The peentages of each activity during one working m
Activities of mayor Duration in minutes Actusar:aprir?;)r;tage Optlnswﬁgfeezg/f)ntage

planning of activities 250 2,82 25,00
education 1 000 11,30 25,00
organization of activities 2900 32,77 20,00
control activities 1120 12,66 15,00

trips and meetings 2 080 23,50 10,00
resting 1500 16,95 5,00

Sum 8 850 100,00 100,00

Source: Results of own measurem
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Figure 20ptimal and achieved percentage shares of acs during the working mon
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The basis for analysis of working week and workmgnth was recording ea
activity of mayor. By analyzing, activities weretegorized, especially in terms
their repeatability. Weeklgctivities, such as individual evaluation of assigjhask:
and their control, are activities, which are repwptevery working day. Als
activities like monitoring -mails, telephoning, dealing with correspondence
communication with the citizens che village. Only once a week, we identified t
activities carried out by the mayor, as activitfes schedule preparation for t
whole week and planning necessary negotiationsiguhe next week. In terms
monthly time study of the working day, ma devoted most of time to tt
organization and negotiations outside the villagefor daily and weekly timetabl
we can see that once again, it is the largestigcov organization and large tin
span is dedicated to the business trips and mex

According to word of mayor, by performing his fuiects, he devotes lot of time
the organization of activities. Most of time, hevdies to communication with tt
inhabitants of the municipality. He is also spegdenough time with his worke
and indvidual discussions with them. Our findings werglsily different. Similal
conclusions were reached also in other resea Tej and K&kin (2013), althougl
they have categorized mayor’s activities in timadsts differently. Just as they, \
have to state quite large variance in diversitynafyor’s activities

Conclusion

Mayor has every day only limited amount of enengijch he must spend by t
most productive way. It is also possible, that hastes energy and time
unimportant tasks and therefore he fails to makgnass on important projects tl
require high concentration and great effort. Fag thason, it is nessary for mayor
to know himself, his habits, system of work, pemiance curve while he realizes
bad habits and reveals thieves of time. But knogdedself is not enough, it
necessary to adopt measures, which will help hims® time more effeive and
perform work but also personal goals. Probabilityswccess in any action depet
on certain factors. The first factor gives more bags to interest, enthusiasm, z
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anger, threats and punishment. The second fagioegents habits and the amount
of spent will. Choosing the right place, time aretgon is defined by a third factor.
Obtaining, preparation and tools are included m lttest factor. These factors are
important and their absence means zero concemtratio
The work of mayor, as elected representativeseas $rom the side of citizens often
as the obligation connected with a representatioke. rWith decreasing of
municipality size, mayor has fewer employees, |legmey, but the extent of
competences set by law does not change - therdyisahange in frequency of acts
related to the performance of individual competesciln analysis of mayor’'s
working time there were identified individual actigs and time matrix allocated
adequate value. The result of the analysis is kedgé of individual activities of
manager mayor and his time devoted to them. The resultsnaseme sense mirror
of mayor’s own timetable. Every manager, regardiglsshe sector in which he
operates, should analyze his time. The most apjtepmethod is time study,
particularly frames of working time. Mayor himsaelfter the recording of activities,
subsequent evaluation and interviews, considereditbst important:

— setting targets clearly,

— planning of activities,

— work according to priorities,

— control over targets and activities,

— to avoid perfectionism,

— rational phone calls,

— learn to say no,

— proper preparation of meetings,

— not letting somebody to interrupt during importaantivity,

— effective usage of time spent during long trips,

— act positively and motivation of colleagues,

— respect rest time.

Based on knowing which factors are affecting anelaicicategorization of
individual activities, it is possible to manage wefficiently and effectively the
performance of oneself and performance of orgaimizat)sing time studies has its
reason, because it may help the individual actbreanagement processes in their
time management, what will lead to some degreeatibmalization of routine
activities and also to achieve an increase in pedoce of a public authority’s
representative. Extending the research objectivaisfstudy could bring more light
into investigated topic of time distribution of pidbrepresentatives in different
positions and different levels of government.

Summary

In today's turbulent times, public institutions drging to achieve the highest
efficiency when providing public goods. The papezald with performance

evaluation of local self-government elected repneseses by using time studies and
other innovative approaches. Improving of employpesformance has a positive
effect in the performance of the entire organizatidhe result of a successful
management performance is confirmation of its lggkao elementary practices in
human resources management. Analysis of work usimg study of mayor pointed
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out certain disproportions compared to data puetish the scientific literature. It is
caused mainly due to the specificities of the mgyactivities based on municipal
size category and kind of provided public or comaigoods.

Sdhrn

V dneSnej turbulentnej dobe sa institlcie verejg@javy snhazia dosahava&o
najvyssiu vykonnas pri poskytovani verejnych statkov. Prispevok sabesa
hodnotenim vykonnosti volenych predstakite miestnej samospravy za vyuZitia
casovych Stadii adalSich inovativnych pristupov. ZvySovanie vykonnost
zamestnancov sa pozitivne prejavuje vo vykonnasijrganizacie. Vysledkom
uspesSného manazmentu vykonnosti je potvrdenie jelv@zanosti na elementarne
praktiky v riadeni’udskych zdrojov. Analyza prace pomoc@msove] Studie starostu
obce poukazala nadité disproporcie v porovnani s idajmi uvadzanyrodbornej
literatare. Je to sposobené hlavne Specifikanmosti starostu na zakladelkestne;j
kategorie obce a v druhu poskytovanych verejry&omunalnych statkov.
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ANALYSIS OF INCOME FOR CITIZENS AT NUTS Ill LEVEL
IN SLOVAKIA AND CZECH REPUBLIC

ANALYZA PRIJMOV OBYVATE L0V NA UROVNI NUTS I
NA SLOVENSKU A V CESKEJ REPUBLIKE

Abstract: At present, more and more, whether in economic tm&c political,
business or private life globally we encounter peofis that affect us alPoverty is
one of the greatest ethical challenges of the 2gsitury, affecting all mankind.
Poverty is a very complex and complicated concegtia. now considered one of the
most serious challenges of a globalized world. ddat's world, inequality and
poverty constantly create a rift between rich ammpthat is growing on a global
and national scale in different European countrid®ie aim of this paper is to
present a view of poverty with regards to the gahetate of socio-economic
inequality and poverty indicators throughout vamsotegions of the Slovak Republic
and Czech Republic.
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The paper is one of the outputs of the project KEIBAPU — 4/2014,“Curriculum
documents for e-learning based and their implententan teaching disciplines of
guantitative methodology, information managemeiat famance.*

Introduction

Poverty is one of the major ethical, economic ariaophenomena that affect the
world today and perhaps the entire human commuiniige its birth. It poses ethical
problems in the sphere of integration, quantifyadghe macro level.

These phenomena have various manifestations inammdespace. According to [3, p.
99] this is manifested by the fact that the issbipawverty is found also in the social
encyclicals of Pope John Paul Il, who in his enicgtl'Laborem Exercens intends
that the embodiment of social justice in differgairts of the world, in different
countries and their mutual relations are alwaysh@ed of new movements of
solidarity among workers and solidarity with workefhe poor appear in different
forms in different places and in different situasoln many cases poverty occurs as
a result of contempt for the dignity of human laboand if coupled with limited
employment opportunities, we also find the scowwfhanemployment ". The issue
of poverty is addressed by many authors, the namsbéis of whom is [1, 5, 7, 8].
The aim of this paper is to present a view of ptwveith regards to the general state
of socio-economic inequality and poverty indicattrsoughout various regions of
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the Slovak Republic and Czech Republic. This airm been achieved by using
coparative analysis and regression analysis in sfro@ases. There was handling
selected regional annual indicators for the pe?@d5 — 2013.

Analysis of income at NUTS Il

In the identification and comparison of cash incdrecitizens of the Slovak and
the Czech Republics, it can be stated that net ocastme from 2005 to 2012
increased by 45,85% in Slovakia and 37.30% in tlaxec@ Republic, which
represents 8,55% faster income growth in Slovakex smncome in the other country.
And yet, the average net cash income in the Czeglultic is still at higher than in
our country. Net cash income for residents, dudecever increasing cost of living,
do not correspond to a corresponding growth ragtandard of living. Conversely,
for some years even though we observed a reduationet cash income for
residents, it did not lead to a true reductionha standard of living. Increases in
unemployment during the financial economic crisasised a fall in income of the
population in 2009 and 2010 for the Slovak Repulidict for the Czech Republic,
the economic crisis did not affect their net cagtome.

In Tables 1 and 2, we show the overall developrmén¢venues for each region for
the period 2005 — 2013 in Slovakia and the CzeclpuR&E. The slowest
developing county in terms of revenue growth was 3R KosSice region, where
income during the period increased by only 38,28%absolute terms by almost €
94 per capita), and Czech Rizegion with 31,95% growth ( in absolute termssit |
less than € 110 per capita). An almost 100% irs&rda cash inflows from the
beginning of the period was recorded in the Hradesové region (90,33%, in
absolute terms € 208,14 per capita), and a 55%easer in Tretin region in
Slovakia (in absolute terms an increase of € 13382 capita), which they are
referring to as the fastest developing region enahalyzed republics. From the data
collected it shows that, as in the Slovak Repulihe, highest income levels per
capita can be seen around the capitals, i.e. inregeon around Bratislava for
Slovakia, and in the region around Prague for tkecE@ Republic. In the Czech
Republic we noted a permanent increase in casbiptetotals for the whole
country, but particularly in Central and South Bolee Karlovy Vary and South
Moravian Region, and the Vy&oa Region. The Slovak Republic has not
maintained uninterrupted revenue growth, as in 289 2010 when the net cash
influx registered a decline of 0,5 p. b. A permanencrease in revenue was
achieved in only one region in the SR, the Eferregion, which had the highest
increase in cash influx for the whole period.
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Table 1 Net cash receipts by region of the SR (Buonth)

D13

SR 2005| 2006/ 2007 2008 2009 2010 2011 2012 2013
Combined SR 251.18 285.97 320.43 352.22 350.61| 348.95 361.77, 366.34 370
Region of Bratislava|326.23 381.3| 407.87465.57441.32 442.79 452.51 468.54, 487
Region of Trnava | 253.6 | 285.97335.43 367.58 359.39 373.21/ 376.65/384.57 388
Region of Trenin | 242.18 282.85 309.81| 338.55 347.04 355.47 364.55/370.95 376
Region of Nitra 254.03 285.27321.72 349.13 345.28 343.98 361.81/352.16 354
Region of Zilina 241.15277.14 307.21 336.53 345.47 337.53 356.26/ 367.01] 362
Region

) . 241.98276.04309.99 331.48 323.81| 335.25 349.62353.07| 356

of Banska Bystrica
Region of PreSov | 222.83247.53 287.54 309.19 327.03 305.47 327.08 327.65 328
Region of Kogice  |243.71/269.57304.87340.95 331.15 322.07 330.44 333.77| 337
Source: Own processing based on the findings obtbeak Statistical Office
Table 2 Net cash income by region the CR (Eur /timon

CR 2005 | 2006| 2007 2008 2009 2010 2011 2012 2
CombinedCR | 328.67| 355.69| 395.25| 421.11| 431.31| 435.76| 444.38| 451.25| -
Region of Prague | 417.44| 444.93| 475.53| 515.96| 582.32| 591.56| 584.63| 589.98| 586.57
Egﬁ'eom”igf Middle | 335 3| 344.36 366.77| 414.29| 460.96| 464.32| 474.66| 478.14 496.65
Region ofCeske | 509 94/ 302 83| 338.51| 374.84| 403.1 | 401.99419.52| 426.54| 436.48
Budéjovice
Region of Plzét | 343.41| 344.2 | 375.91395.15| 411.19| 441.43| 436.14| 451.49 453.13
Region of 279.84| 321.17| 343.57| 353.46| 382.22| 396.89| 440.31| 435.76| 435.93
Karlovy Vary
Region of Usti | 591 49| 311.92| 345.64] 367.36 383.93 387 | 376.04 382.95| 385.47
nad Labem
Region of Liberec| 324.6 | 329.7| 346.244365.39| 392.27| 404.31| 397.59| 433.44| 428.35
Ere;f:)?,?f Hradec| 550 43 314.05| 345.48| 368.36| 404.51 413.34| 443.13| 426.04| 438.57
Region of 276.32| 294.8 | 324.63356.32| 382.01| 394.95| 391.6 | 403.09 400.3
Pardubice
Region of Jihlava | 276.64| 302.68| 328.99| 365.71| 395.88| 411.28| 427.58| 439.44| 445.56
Region of Brno | 288.14| 304.38| 337.1| 357.21399.99| 415.05| 425.63 438.89| 453.26
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Region of 203.16| 292.5| 322 | 349.94367.75| 385.55| 384.73| 401.86| 416.07
Olomouc

Region of Zlin | 276.97| 306.71 332.25| 358.44| 400.39| 393.14| 402.72| 422.69| 412.86
gigg\;‘a"f 290.57| 293.91| 316.27| 345.77| 372.07| 383.22| 375.81| 383.32| 395.48

Source: Own processing based on the findings o€Cttexh Statistical Office (converted into Euro
using the exchange rate of € 1 = 27.652 CZK dat8dl122014, rounded according to
mathematical rules)

The analysis of poverty in Slovakia and Czech Replib

When analyzing poverty, it is important to alsodson material deprivation of the
population, which is referred to as a weaker forinpaverty. People affected by
material deprivation cannot ensure satisfactoryecaye of their needs because of
lack of resources. Material deprivation in Slovak& suffered by a higher
percentage of people than in the neighboring CEsbublic, but we can say that
the level of material deprivation in Slovakia ischieing at a faster pace. While in
comparison with the Czech Republic, when the rateprivation during the period
2005 — 2013 decreased by only 6,8%, in Slovakmrdiie declined by an incredible
19,2% And yet, in Slovakia in 2013 there wasraraasing deprivation, as in the
Czech Republic in 2005, by 0,7 p. b. The most nadleg deprived residents are
aged 65 years and over in both countries. In 2@l8yakia had an estimated
194 281 materially deprived people aged 65 and,@amt the Czech Republic had
more than 303 000 people in a similar state.

Table 3 Material deprivation rate by age grouphm $R in %

SR 2005 2006 2007 2008 2009 2010 2011 2p12 2013
Combined SR 426 | 35.7| 30.2) 278 245 249 22 227 234
0— 18 years old 447 | 36.6| 31.8/ 295 2883 289 237 239 255
18— 64 years old 40.8 | 33.8| 27.6/ 254 225 233 213 215 2p2
65 years old and over 49 441 | 41.7 37 30 28.2 235 274 265

Source: Own processing based on the findings oftbeak Statistical Office

Table 4 Material deprivation rate by age groupth&éCzech Republic in %

Czech Republic 2005 2006 | 2007 | 2008| 2009 | 2010| 2011 | 2012| 2013
Combined Czech Republic | 22.7 | 19.7| 16.4 16.2 156 15/1 16.1 16.8 15.9
0— 18 years old 27 | 23.4| 195 18.8 18/ 189 193 19.2 164
18— 64 years old 20.9| 18.7| 155 152 14p 142 154 16 1b5
65 years old and over 256 | 19.8| 16.7 17.3 159 14{2 154 174 16.6

Source: Own processing based on the findings o€itexh Statistical Office and Eurostat
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After focusing on the poverty risk rate, as seenTables 5 and 6, the most
vulnerable group suffering from poverty are peopieo are 17 years old, which
lasted until 2013 in both countries. An exceptisrthe year 2013 in the Czech
Republic, the most vulnerable groups were the @l aged 18 — 24 years, by
0,1%. The most significant decline (1,4%) in thevqrty rate as reported in the
years 2005 to 2013 were people aged 25 — 54 yedheiSlovak Republic and the
Czech Republic, which also saw a 6,3% drop in tlopgrtion of people at risk of
poverty under the age of 17 years. In 2013, Slevakffered from more than
216 000 people aged 0 — 17 years (20,3% of thatgamap) living in poverty, a
decrease of just under 20 000 persons comparedl® @1,9% of that age group).
In the Czech Republic the poverty rate was by Ilpdwlf that as in Slovakia. But
the number of people in Slovakia at risk of povartyto the age of 17 in 2012
amounted to 255 600 persons and in 2013 amount2d2®00 persons, when we
registered a decline of 2,6%, which in absolutengerepresents 46 600 people fewer
people aged 0 — 17 years.

Table 5 Poverty risk by age group for the SR in%

SR 2005| 2006 2007 200% 2009 2010 2011 2p12 2013
Combined SR 13.3 | 11.6| 10.6] 10.9 11 12 13 1312 12.8
0— 17 years old 189 | 17.1 17 16.7 16.8 188 21}12 219 20.3
18— 24 years old 156 | 125 115 119 1383 14)]7 148 144 1b.1
25— 54 years old 135 | 111 9.6 9.5 9.6 11.1 1244 124 121
55— 64 years old 6.4 6.8 5.7 7.4 6.1 8.1 10 102 9y
65 years old and over 7.1 8.5 9.6 9.9 10.8 7.7 6.3 7.8 G
Source: [9]

Table 6 Poverty risk by age groups for ¢ in%

Czech Republic 2005 2006 | 2007 | 2008| 2009 | 2010| 2011| 2012| 2013
Combined Czech Republic | 104| 99| 9.6 9 8.6 9 9.8 9.6 8p
0— 17 years old 176 | 16,5 16.§ 13.2 138 14/3 152 13839 11.3
18— 24 years old 10.7 12 12.1] 11.6 11 11 127 134 114
25— 54 years old 10.3| 93| 87| 83 7.1 8 9.1 9 8.4
55— 64 years old 52| 51| 56| 6.2 6.7 6.2 6.8 7./ 75
65 years old and over 53| 59| 55| 74| 7.2 6.8 6.6 6 5.8

Source: Own processing based on the findings o€itexh Statistical Office and Eurostat

Generally the type of households to suffer the npmsterty is the single-parent
family with dependent children. From 2005 — 20@i7both the Slovak and Czech
Republics, this group faced the most poverty. F&088 — 2012, this changed to
the two parent family, with three or more dependdmidren.
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Between 2005 to 2013, the Czech Republic saw ppwersingle parent families
with dependent children decrease from 41% to 27;8% period, except for 2007 —
2008 when this rate of poverty rose to 40%, sawrdicuous rapid decrease in the
rate of poverty among those households (two advitts two dependent children).
For this group the rate of vulnerable househollseased by 3,5 p. b. since 2005.
Despite of ongoing efforts to eliminate povertythee world, it still occurs and
sometimes increases, such as in two adult houseletd three or more dependent
children. For this type of household, Slovakia sawincrease in proportion of the
people at risk of poverty by 5,7% The Czech Repulkkorded a growth in the rate
of poverty for households without dependent chiido€0,4 p. b.

In 2013, the most vulnerable group was single-gafamilies with dependent
children (30,1% in Slovakia and 27,8% in the CzRelpublic).

Table 7 Poverty risk by type of household for tiei8%

SR 2005| 2006 | 2007 | 2008| 2009| 2010| 2011| 2012| 2013
Combined SR 13.3| 11.7| 10.5 10.9 113 12 13 13.2 12.8
One person household 16.3| 16.6| 174 21.7 23 191 187 193 1b5
Household withoutdependent ¢, | 74| 65| 75 77 81 70 d 75
children

m;&zgo'dw'thdepe”de”t 16.6| 14.1| 135 132 134 15 168 165 16.3

Lone-parent families with
dependent 31.8| 294 26.3 209 23 25 264 275 30.1

children

gh‘?%”'tsw'th onedependent | 15,91 g | 59| 96/ 1085 12 132 124 10

2 adults with 2 dependent | 1521 136 124 10| 99 11 131 143 182
children

2 adults with 3 or more 24.2| 239| 257 333 270 298 326 351 29.9
dependent children

Source: Own processing of data obtained from th@sstal Office of the Slovak Republic

Table 8 Poverty risk by type of households in tlzech Republic in%

Czech Republic 2005 2006 2007 2008 2009 2010 2010122 2013
Combined Czech 104| 99| 96| 9| 86/ 9| 94 96 86
Republic

One person household | 16.4 | 17.1| 159 183 195 18 1812 149 14.7

Household without 67 | 62| 57| 69| 64 65 71 75 74
dependent children

Household with
dependent children
Lone-parent families 41 | 40.8| 37.7| 40| 403 377 356 313 27.8
with dependent children
2 adults with one
dependent child

138 | 13.2| 13.2 111 10% 114 124 116 1D.1

8.8 7.6 6.9 6.4 4.6 7.9 6.8 6.8 8.5
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2 adults with 2

3 q
dependent children 1 9.8 8.1 6.8 7.2 8.7 9.3 8.9 6.4

2 adults with 3 or more

dependent children 247 | 29.5| 29.9 19 23.1 209 2319 224 18.8

Source: Own processing based on the findings o€itexh Statistical Office and Eurostat

In terms of economic activities, the groups mostist are currently unemployed
residents in both countries. In the Slovak Republi2013 this group suffered from
poverty rates up to 43,8%, in absolute terms, 189 People, and in the Czech
Republic they suffered from rates of 44,5% (in &lsoterms 164 000 persons). By
comparison, in 2012 we recorded a decrease inRhgeBple suffering from poverty
after social transfers by 0,8 p. b., representmgranual decrease of more than 3 000
people. In the Czech Republic there was also anardecrease of 1,2%, but after
considering the number of persons unemployed it ybar there was actually an
increase in the number of people suffering fromgutwto 171 400 people, which is
7 400 more than in 2013. The least affected grimrm given economic activity, for
the whole period was the working population. Onl§% of workers in Slovakia and
only 4% of workers in the Czech Republic were sk of living in poverty in 2013.
Compared to 2012 there was a reduction in the ptopoof employed persons
suffering from poverty by 0,5 p. b. for both coues$r In 2013 Slovakia suffered
from poverty, nearly 133,000 workers, which complaiee2012 represents a decline
of 11 300 employed persons. Czech workers caughowerty numbered 197 500
persons in 2013, which implies a reduction compdoe@d012, when poverty was
experienced by more than 220 000 workers. Therseamaalmost 8% decline in the
number of employed people at risk of poverty reedrah the period between 2005
to 2006 in the Czech Republic, and the percenthgmemployed people suffering

from poverty was 7,5% in Slovakia for the years28®010.

Table 9 Rate of risk of poverty after social tramsf by economic activity of population in%

SR 2005/ 2006 2007 2008 2009 2010 2011 20p12 2013
0-18 years old 11.9 | 10.2 9 9.6 9.7 106 114 1115 11.1
In work 8.9 6.3 4.9 5.8 5.2 5.7 6.3 6.2 57
Not at work 15.3 15 141 145 153 161 169 171.3 16.8
unemployed 39 | 40.8| 45.1] 43.2 486 4171 426 446 43.8
retired 6.9 8.1 8 9.7 8.9 6.7 6.3 7.7 6.6
other inactive persons 19 157 153 157 159 165 185 119 174

Source: Own processing based on the findings obtbeak Statistical Office
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Table 10 Rate of risk of poverty after social tfens, by economic activity of population in the
Czech Republic in%

Czech Republic 2005/ 2006 2007 2008 2009 2010 201D122 2013
0-18 years old 8.5 8.2 7.9 8 7.5 7.8 8.6 8.7 8
In work 3.5 3.5 3.3 3.6 3.2 3.7 4 4.% 4
Not at work 149 | 13.9| 135 136 129 127 138 134 1P.6
unemployed 51.1 | 43.3| 48.6| 47.8 469 406 464 46.7 445
retired 6.1 6.8 6.3 8 7.1 6.6 6.7 6.4 6.1
other inactive persons 16.1 | 14.8| 13.1] 12.4 13 12.9 14 13.7 11.9

Source: Own processing based on the findings o€Citexh Statistical Office

The following tables show the number and proportbmpersons at risk of poverty
after social transfers are accounted for. In sumnthe Slovak Republic recorded a
higher proportion of people at risk of poverty tbe whole period. We can say that
the number of people suffering from the risk of @ay for both countries over the
years has always changed and fluctuated. The higbesrded negative fluctuation
was a 1,7% decline in 20852006, when the number of people at risk of poverty
fell by 90 000 in the Slovak Republic. Conversdlye highest recorded positive
fluctuation was a 1% growth measured in 26@010, when the number of exposed
persons increased by 57 thousand in the Czech Repdihe CR also provides the
highest decline in the poverty risk for the yead®2- 2008 in the number of 40 000
persons per year and the highest growth in the@@&®10- 2011, when the number
of people at risk of poverty increased by up t®86 a year.

Table 11 People at risk of poverty after sociah$fars in absolute and relative terms in the SR (in
thous of Persons and in%)

SR 2005| 2006| 2007 2008 2009 2010 2011 2012 2013
absolute 718 | 628 | 573| 5838 594 651 700 716 694
expression
the relative 133 | 11.6| 106/ 109 11 12 13 132 128
expression

Source: Own processing based on the findings oftbeak Statistical Office

Table 12 People at risk of poverty after sociahsfars in absolute and relative terms in the Czech
Republic (in thous. of Persons and in%)

Czech 2005 | 2006| 2007 2008 2000 2010 2011 2012 2013
Republic
absolute 1049 | 1001 | 980 | 925 | 885 | 936| 1022 990 886
expression
the relative 1,5, 199 |96 |9 86 | 9 98 | 96| 86
expression

Source: Own processing based on the findings o€Cttexh Statistical Office
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In the next text, we focus on the linear correlatdependence between selected
variables concerning povertyhe linear correlation dependence of the total ok
poverty and median income (Fig. 1) is expected almdous, to confirm it was
sufficient took only 5 measurements. The chart shdluctuations in income
distribution in different years. It also pointstdbat while in absolute terms in 2013
poverty rates compared to the previous two years wesitive, i.e. decreased (there
was a decrease compared to the previous data}hisuhappened while median
income income (€ / year) decreased.

Fig 1: The linear correlation dependence of thal task of poverty and median income
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Like shape has a linear correlation dependence @Higoverty rates and median
income (€ / month).

Fig 2: Like shape has a linear correlation depeoelen
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Gini coefficient reached its lowest level in 20¥&en the ratio of quintiles fell to
the level of 2009. In view of these two indicatd2813 can be evaluated as "a good
year". A linear relationship between these two suees are also apparent (FIG. 3).

Fig 3: A linear relationship between these two measare also apparent
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According to a report on the EU-SILC 2013 surveyirmome and living conditions,

it can be confirmed that Slovakia has long beendajrtee countries with significant

economic and social disparities between regions difference is also reflected in
the differences in median income, somewhat, Howes@mpared to the previous
year the order of regions in Slovakia, in termdesel of income, changed. The
highest income level was recorded for personsdivinthe Bratislava region, where
median equivalent disposable income was € 662/moithother regions, this

income ranged from € 514 (PreSov Region) to € 5&1person / month (Trencin
region). Both of these are significantly less tlvamat is earned in the Bratislava
region.

Conclusion

This paper describes the development of the badicators of poverty in Slovakia
and at NUTS Ill, as well, as analysis of the incoatgdhe NUTS Ill level in the
Slovak Republic and the Czech Republic.

In Slovakia, their is less talk about poverty andawtalk there is does not always
contain an understanding of what poverty is. PBowerty is slowly being accepted
as part of the social order. Active inclusion oinitdiscussions is a cardinal tool for
poverty reduction, while it is also necessary tthiave the Europe 2020 objectives
on poverty with emphasis on reducing the numbegroafr people in Europe by 20
million by the year 2020. The reduction should loecanpanied by an integrated
approach of job creation and support income. kxpected that in Slovakia the
issue of poverty, misery and inequality in the amgnperiod will resonate more,
which will in some way hopefully link into the pedection struggle.
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FLOODS AND THEIR (ECONOMIC) CONSEQUENCES
IN DIFFERENT WORLD REGIONS, ESPECIALLY IN EUROPE

POVODNE A ICH (EKONOMICKE) DOSLEDKY V ROZNYCH
REGIONOCH SVETA S DORAZOM NA EUROPU

Abstract: The paper deals with the positive and negative ctypaf floods. The
paper analysis of flooding damage in different paot the world, especially Europe
and Slovakia. The objective of this paper is tolyrea flood damage in various
regions of the world. The paper was developed baseddata from secondary
sources from the European Environment Agency amd/inistry of Environment of
the Slovak republic. One single event may produmt benefits and losses to
different parts of the riverine ecosystem. Thegeaots are extremely difficult to
guantify or monetize e.g. by quantifying ecosysermices before and after an event
or accounting for the number of fish killed or tse#gamaged. If more people are to
dwell in vulnerable areas and more and more busessettle down in these areas
the more intensive effect a flood event will hapenusociety. Society is becoming
more aware that floods can be controlled to a leditextent, and that absolute
safety against floods is a myth.
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Introduction

The objective of this paper is to analyze flood dgmin various regions of the
world. For centuries and even millennia, peopleehbeen settling near rivers in
order to till fertile soils, profit from flat terna, have easy access to the water needed
to sustain life, and use the river for transpont.days gone by, dwellings were
typically constructed on higher land, while loweognd was used for farming.
Riparian peoples benefited from the floods whickiehanriched the soil (irrigation
and nutrient supply) and helped agriculture. Inrsheeople lived in harmony with
floods (Kundzewicz, 2004).

The frequency and consequences of extreme floodt®\Veve increased rapidly
worldwide in recent decades (e.g. Bouwer et al.72@Gon 2009 in Zevenbergen,
2013).
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The key drivers for these increases are the wonhdpulation growth and the
Increase in socioeconomic activities in flood-prareas and significant climate
change, which occurred in almost all countrieshefworld.

Causes of floods

The cause of floods are most frequently extremelgviy rains or sudden melting
snow combined with significantly reduced abilityee inability of an area to retain
rainwater (due to damage to the country — e. geddswamps or drained of
agricultural land).

Flood risk may have increased due to a range aigd®min the use of land, which
induce changes of hydrological systems. Deforestatirbanization, and reduction
of wetlands cause a decrease in accumulation arvimthe basin and increase the
runoff. Urbanization has a negative impact on tis& of flooding by increasing
impervious surfaces (roofs, roads, sidewalks, parlots, etc.) (Kundzewicz, 2004).
Extensive asphalted or concrete surfaces contriloutee rapid runoff of rainwater
and the drying the soil under these built-up areas)uding reduction of
groundwater reserves and climate change in cifiesse factors cause changes in
drainage conditions and increase the risk of |dtmding. According to EEA
(2001) on average every 10 years a loss of 2%rafldtyiral land in Europe occurs.
The dried soil without anti-erosion measures (&agds with an area of tens of
hectares without any vegetation) behaves as anringable film. In such an
affected land a flood wave can easily arise, whiskés up to 3 or 4 meters within a
few tens of minutes respectively hours, even ateakcwhich the water level of is
typically 20 or 30 cm.

The countries face a wide variety of flood probleamsl have differing capacities to
deal with these problems. Some countries are sdugt temperate and monsoon-
like climates, or have mountainous or flat floodiplike features. Bangladesh has
extensive floods every year, covering up to 30—6if%he country, whereas the
Netherlands experienced real devastating floodthfofast time in 1926 (rivers) and
1953 (storm surge).

Several sources of floods were identifiga) floods that occur regularly in relation
to yearly monsoon rainfall (Bangladesh, China, iWaeh), or(b) as sudden flash
floods after torrential rains in mountainous aréaAsgentina, Bangladesh, China,
Croatia, Flanders, Indonesia, Japan, USA, UK, \deth In addition, floods may
occur(c) as rare events due to unusual combinations ofathend soil conditions
(prolonged rainfall in combination with frozen aatsrated soils, poor drainage or
drainage congestion due to high river or sea levelg. during typhoons or
hurricanes (Croatia, Japan, USA) or floods may odd) due to embankment
failure, e.g. due to poor maintenance (Croatiajd@guate construction or poor
design (failures can occur everywhere) or riverbarsion (Bangladesh).

Flood damage is most pronounced in urban areasewiigh densities of people,
assets and vulnerable infrastructure occur (Buéns, Dhaka, Jakarta, Japanese
cities, Croatian and Chinese floodplains). Extrgmdhngerous are low-lying
polders behind embanked rivers, where flood lemadsy be 5 — 10 meters above
ground level. This situation occurs in the riveltale of the Netherlands, China,
Japan, USA and Bangladesh (Van Alphen, Lodder, 2006
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Flood consequences

Methodology

The paper was developed based on data from segosolarces from the European
Environment Agency and the Ministry of Environmenit the Slovak republic.
Tables and graphs were prepared based on dataefm@itonmental organizations.
All resources are put under the table or graph.

Impacts of floods due to high density of populatidarge impervious areas,
clogging of drainage systems, high economic vatidiggoperties and infrastructures
and various other effects can be: physical, ecooosncial and environmental
(Tingsanchali, 2012). Random nature of flooding@dfrency of occurrence, progress
and culmination flow) is also reflected in the ity of flood damages, which are
proportional to the damaging effects of floods, ¢lxéent of the flooded area and the
degree of economic exploitation

In general, we can divide the flood losses:

— losses on human life;
— ecological losses;
— economical losses.

The consequences of all natural disasters are alwagfold. Primarily produced
damage caused by the action of natural forces thges Direct flood damage
covers all varieties of harm which relate to thenediate physical contact of flood
water on humans, property and the environment. inkblades, for example, damage
to buildings, economic goods and dykes, loss oficstey crops and livestock in
agriculture, loss flood damage, vulnerability ansk rperception of human life,
Immediate health impacts, and contamination of cggoll systems. Indirect or
consequential effects comprise damage, which ocasira further consequence of
the flood and the disruptions of economic and doeitivities for example
interruptions of energy supplies, interruption ofranunication links, water logging
buildings, contamination of drinking water sourcesyironmental accidents and
more. This damage can affect areas quite a bietatgn those actually inundated.
One prominent example is the loss of economic ol due to destroyed
facilities, lack of energy and telecommunicatiorp@ies, and the interruption of
supplies of intermediary goods. Other examplegtadoss of time and profits due
to traffic disruptions, disturbance of markets afteods (e.g. higher prices for food
or decreased prices for real estate near floodglareduced productivity with the
consequence of decreased competitiveness of sklectsomic sectors or regions
and the disadvantages connected with reduced maakdt public services
(Smith/Ward 1998, Green et al.1994 in Messner, Me@®05). Primary and
secondary effects of large-scale flood disastezsagparticularly serious source of
risk to the society in terms of impact on it, thegerty and the land.
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Flood lo

sses can be distinguished as (Hanak €2G)9):

direct calculable losses (caused by immediatéacowith water — property
losses, contamination, ...);

direct non - calculable losses (caused by immediantact with water -
victims, losses on historical buildings, destructiaf biotopes, subjective
losses on property, ...);

indirect calculable losses (profit loss, purchggpower decrease, decrease
of real property prices, evacuation costs, ...);

indirect non-calculable losses (social life feelt- education, increased rate

of sickness).

Financial consequences of floods, which can bectyreuantified, include flood
damages by themselves and the cost of rescue emdtgevorks (Table 1).

Table 1: Overview of expenditure for the implemdiota of flood safety and rescue works and
flood damage in the period 2002 — 2013 in Slovakiaur:

Flood damages

ver | Poseiv] Fondresmo Fondurs | o | P
(together)
2002 | 1664177.14 1927072.94 3591250.04 50 644 393.58 54 235 643.63
2003 139031484 188773.84 3280887 145741220  1785500.9¢
2004 | 341691564 123584274 4652758.4] 34913496.6 39 566 255.0¢
2005 | 267413530 2236241.13 4910376.49 240459735 28 956 350.0(
2006 | 642481571 6053508.60 12478324.3] 79602237.21 92 080561.64
2007 21237469 31935869 531733.3 363894974 4 170 683.17
2008 | 2514937.04 3586769.00 6101706.0q 39754597.00 45 856 303.0
2009 | 1591301.04 130133400 289263500 843635410 11328 989.1(
2010 | 28041650.00 25751090.00 53 792 740.00 480851 66.30 534 644 403.34
2011 | 12573473.8] 2001204.34 14574 678.1§ 20017 256.59 34591 934.71
272012 46062391  369427.04 83005099 243526839 3 265319.37
gggig 1 451883457 2648270.8] 716710536 12782551.24 19 949 656.64
720134 531 6400d 8163411 31327631 678046.1 991 322.47
12/2013
?2251032 5372016.3] 3975043.94 9347060.26 63271516.64 72 618 576.91

Source: Prepared on the basis of data from “theoRepn the progress of the flood”

(Www.minzp.sk)
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Increase in economic losses due to natural disagerlosely associated with the
increasing value of assets exposed to risk. Duting 20th century in all
economically developed countries a continuous as®an the value of tangible and
intangible assets which are the subject of thrematsatural processes occurs. The
value of endangered assets and volume of totatedsproperty is growing faster
than the intensity of natural threats (Messner, &1e2005).

The total damage potential, which represents theiman possible damage
incurred as a result of the process, is influenbgdthe structure, value and
deployment of assets in floodplains. The actual wrhaf flood damage of a
specific flood event depends on the vulnerabilityhe affected socio-economic and
ecological systems, i.e. on their potential to bented by a hazardous event (Cutter
1996, Mitchell 1989 in Messner, Meyer, 2005). Tiwnerability of socio-economic
structures is reflected into a growing dependenteaphisticated technology and
communications systems. In the event of their pskathe dependence of all
management systems for electricity supply for caingy information and
communication systems, telecommunication netwonkd &ansportation causes
greater chaos and harm than in the less advanstensy. In crisis situations the
ability to deliver the right information at the higplace at the right time and in the
correct form plays a decisive role for the functngnof the rescue system. Timely
and correct information and communication functldpdave proved to be one of
the major problems which marred the solution obdsituation in extreme floods
for example in August 2002 in the Czech Republespite the experience of the
floods in the year 1997 in Moravia (Langhammer, ZB)0

Growth flood damage is influenced by various fagt@uch as (Langhammer,
2007B):

— The way the space is built;

— The way floods behave (culmination flow, shapd aalume of flooding,
duration of flooding ...);

— Bed capacity, condition and ability to withstandre water;

— Timely awareness of flood risks (weather, warrgpgtem);

— Preparedness and level of flood protection.

In addition to economic and social damage, floo@dy imave severe environmental
consequences (COM, 2004) as for example when weetier treatment plants are

inundated or when factories holding large quarstiitd toxic chemicals are also

affected. Floods may also destroy wetland areasredidce biodiversity. There is

also a growing awareness of the significance @arrilooding on human health, both

physical and psychological. Substantial health ioagpions can occur for example

when floodwaters carry pollutants, or are mixedhwaontaminated water from

drains and agricultural land. There will be meritahlth consequences as well: in
addition to the considerable stress of extensiveatge, the threat of repeated floods,
sometimes coupled with possible withdrawal of iasiwe cover can make properties
impossible to sell.
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FACTS — Analysis of flood damages in varions of thevorld

Since the early 20th century to the present daretis a significant increase to the
extent of damage caused by natural disasters. fOnkhe period since World War

Il the total average amount of damage per decatteased almost tenfold (Munich
Re 2005 in Langhammer, 2007A). The most charatierieature for the current

disasters is the growing extent of the damage nradesingle event while at the
same time a greater population and greater expanteritory are affected (Axco

2005, Munich Re 2005 in Langhammer, 2007A). Whilghe 1980s annually 147
million inhabitants have been affected by naturglasters, it was already 211
million inhabitants in the 1990s (UNEP 2005 in Laagimer, 2007A). Social and
economic impacts of natural disasters vary conaldgr There is a continuously
decreasing total number of victims of natural disss while direct and induced
economic losses are growing rapidly (UNEP 2005andhammer, 2007A).

According to data from Swiss Re an event is comeitla disaster where there are at
least 20 victims, 2 000 people homeless and ovem3aBion USD insurance claims
(Camrovéa, Jilkova, 2006). Floods are the most commatural disasters and
represent 40% of all natural disasters betweeryd¢lages 1985 — 2009 (Cunado and
Ferreira, 2011 in Soukopova, Furova, 2012).

During the last few decades, however, increaseshtath has been paid to the
consequences of floods and measures that coul@év®oged to reduce the effects
of a flood. This has been triggered by the obsemwatihat economic and insured
losses due to “extreme” floods have drasticallyeased during the last two decades
(Munich RE, 2005) even though flood protection stveents have also increased.
The main explanation for this trend can be foungacioeconomic development and
spatial planning policies, as it appears that Weatid exposure have increased in
flood-prone areas (Munich RE, 2005; EEA et al.,@0@&ven in areas where the
overall population growth is slowing down (for exalen along the Rhine river),
population growth in cities along rivers tends ®ibcreasing (LDS NRW, 2008 in
De Moel et al., 2009). Flood-prone areas remainaetite for socioeconomic
activities and it is therefore likely that the dajagootential (that is the amount of
assets in flood-prone areas) will continue to iaseein the future.

Using data compiled according to the Red Crosshiemperiod 1971 — 1995 we find
that the floods have killed annually on averageertban 12 700 people worldwide,
affected 60 million others and caused 3.2 milliogople to became homeless
(Kundzewicz, 2004). Since 1990, there have been 8¥dloods, in each of which

either the material losses exceeded one billion UB@he number of fatalities was
greater than 1000, or both. The highest materadilosses, of the order of 30
billion USD, were recorded in China in the summe1 @98, while a storm surge in

Bangladesh in April 1991 caused the highest nurobdatalities (about 140 000).

Flood damage in Europe in the period 1991 — 1986hed the level of 99 billion

EUR (EEA, 2001).

Countries such as Bangladesh and China have siifi¢teast 2.5 million victims in
the last 100 years in major floods. In Europe, ltss of life has been a matter of
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thousands in the past century. In the last decadéerms of casualties, major
riverine flooding has occurred in Vietnam in 19980@0), Bangladesh in 1998
(1100) and China in 1998 (1320). In economic termgjor floods of the past
decade were along the Mississippi (1993, 21 bilw&D), Jang — ¢’ (1998, 30
billion USD) and in Central Europe (2002, aboutf®lion USD). In terms of loss
of GNP, the most devastating floods occur in dgvelp countries: the 1998 and
2004 floods in Bangladesh caused damage of 2.2 2ndillion USD, i.e. about 7%
of their GNP. In China flood damage accounts foB%—of its GNP every year,
whereas in Japan it accounts for about 0.1%. Tladtlvef a country determines the
amount of funds that can be spent on flood praiacind can be expressed through
the annual income per capita. In the countries @orexl, this varies from less than
2000 USD in Bangladesh to about 40000 USD in thé (\&an Alphen, Lodder,
2006).

Although most dramatic extreme floods occur outdteope (especially in South
Asia), Europe is not immune. There have been skfle@ events with material
damage in excess of 1 billion EUR and the growilegd damage has intensified
concern among European nations. After the flood-decade of the 1990s, with
many disastrous flood events in Europe, the 21stucg has already witnessed
several destructive floods. Among the destructie®ds in Europe in the 1990s
were flooding in the basins of the River Rhine @adributaries (1993, 1995), in the
Mediterranean region (1994) and in Central Eurd@97). The flood on the Rhine
in December 1993 caused inundation of parts ofcthes of Koblenz, Bonn and
Cologne and then in January and February 1995 enddhge flood hit Germany,
northern France and The Netherlands. Dramatic §atlastated large areas in the
Czech Republic, Poland and the Oder basin in Gernmaduly 1997. Major floods
occurred in the UK, Italy, France and Switzerlandhe year 2000. The absolute
record of annual flood loss in Europe was obsernvedugust 2002, when the
material damage exceeded 20 billion EUR in nomuadlie (Table 2). This flood
damaged the historical cities of Prague and Dresdéajor large floods also
occurred in Europe in 2005, 2007 and 2010 (KundezwiPhskwar and
Brakenridge, 2013). After a heavy rainfall thers ladso been a dramatic increase in
the levels of European rivers in 2013, as for edamp Germany and the Czech
Republic which also brought casualties and theadatbn of the highest level of
flood activity.
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Table 2: Floods in Europe with significant consetpes

Number Economic losses
vear [ Month Area of victims (mil. EUR)
1999 | May Germany (Bavaria), Switzerlan 5 (373 Ogerm

Liechtenstein and Austria + 435 Switz.)
June Romania 19
November | France 33 570
2000 | April Eﬁm.""”ia’ Hungary, Serbia, 9 400(Rom.)
raine
Oct.- England and Wales 10 1400
Novem.
October ,Iatilg); French, Swiss and Italian 29 11700
2001 [ June Romania 7 220
July Poland 25 810
20900
Germany, Czech Republic, 13700 Germ.
2002 | August Austria g P a7 + ?ESOO Czech Rep
+ 3700 Austria)
September | France 23 1500
Nov.-Dec. | ltaly 440
2003 | January Italy 150
February Greece 650
August Italy 3 510
December | France 7 1600
2004 | August England 700
2005 | April-May | Romania and Serbia 565
Xl?g]/u-st Bulgaria 24 335
July - Romania 85 1200
August
2810
. . 190 Germ.
August Switzerland, Austria, Germany 11 +(620 Austria
+ 2000 Switz.)
2006 | March Greece 410
March - Hungary, Slovgkia, Se_rbia, 800
May Czech Republic, Austria and 12 (590 Hungary
Germany + 210 Czech Rep.)
June Romania 44
oo | Turkey 47 265
2007 | May Spain 310
June England 270
June Northern England and Wales 6 1900
July England 7 1900
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August Switzerlan 290
September | Sloveni: 245
2008 [ July Romani: 5 440
December | Italy 3 290
450
2009 [ June Czech Republic and Pole 14 (200 Czech Rep.
+ 250 Poland)
September | Turkey 31 100
October Italy 35
November | England and southern Scotl: 230

Source: EEA. 2010

The direct economic losses from the major eventsvden 1999 and 2009 we
about 55 billion EUR. The most destrive events in terms of economic los
were: the floods ithe Elbe basin in 2002 that produced losses of @@ebillion
EUR; floods in Italy, France and the Swiss Alp2000 causing around 12 billic
EUR and a series of flood events in the United om during summer 20C
accumulating in losses of more than 4 billion EUBv&al areas were affect
several times in a relatively short period of tinféhis is the case of Englal
(Worcestershire and Gloucestershire) where two mejye@nts were reported
2007. Also northeast Romania and Bulgaria experienced repeatedifigo Two
particularly large floods hit both countries withust a few weeks of each otf
during the summer of 2005 (EEA, 20:

The graph 1 and graph 2 bind to Table 2. The hot&axis is years. The vertic
axis is the number of victim (Graph 1) and econologses in million Eur (Grag
2).

Graph 1: Numbers of victir Graph 2: Economic loss

Number of victims
140 25
120 A
100

Economic losses (mil. EUR)

Source: Prepared on the basis of data from EEA

The countries registering thighest economic losses were Germany (14.26 bi
EUR), Italy (13.1 billion EUR), United Kingdom (6Million EUR), Austria (4.3
billion EUR), Czech Republic (3.91 billion EUR), dce (3.67 bilion EUR
Romania (over 2.82 billion EUR) and Switzerlaiover 2.72 billion EUR)
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Flood events resulted (in the reporting periodaiaund 541 human fatalities. The
most fatal events occurred in Romania with 85 pedpled in 2005, in Turkey with
47 and in Romania 44 killed in 2006 and in Italyhw85 killed in 2009. It seems
that there is no evident trend over time in respéthe number of fatalities. This is
because the number of deaths is very much dependentingle events.
Furthermore, in the past few years early warnirgfesys and prevention measures
have improved evacuation procedures in the argassex to floods (EEA, 2010).

Flooding, along with wind related storms, is thesimnportant natural hazard in
Europe in terms of economic loss (CRED 2009 in EE®&10). In central Europe,
floods have been recently recognized as a majartam particular after the 1997
Odra/Oder flood, the 2001 Vistula flood, and thestriestructive 2002 flood on the
Elbe, the Danube, and their tributaries. It isreated that the material flood damage
recorded across the continent of Europe in 2002 migler than in any single
previous year. According to Munich Re (2003), tlo®dls in August of 2002 alone
caused damage at a level exceeding 15 billion EQRKillion EUR in Germany,
after 3 billion EUR each in Austria and in the QzeRepublic). Further, during
severe storms and floods on 8 — 9 September 20@2pedple were killed in
southern France (Rhone valley), while the totasésswent up to 1.2 billion USD.
Destructive flood events occurred in many othetspaf the world in 2002. In July
and August, floods and landslides in northeastemh @astern India, Nepal and
Bangladesh killed 1200 people. A flood in centradl avestern China in June caused
3.1 billion USD losses and killed 500 people, whateother in central and southern
China, caused 1.7 billion USD damage and killed g&@ple (EEA, 2010).

Floods in 2013, which affected parts of Europe,aA€lanada and Australia have
caused about 47% of total global losses and 45%safred losses (Munich Re,
2013). The most deadly disaster of the 460 recortedural hazard events"
worldwide in 2013 was the series of flash floodsJume in northern India and
Nepal, which killed more than 1,000 people aftetreaxely heavy monsoon rains.
By far the costliest natural disaster were riveodls that hit the southern and eastern
Germany and neighboring countries in May and Jud&32and caused damage
worth more than 16 billion USD (mostly in Germank).some places the rainfall
was up to 400 liters per square meter within agoedf a few days, which led to
rapid increase in river systems of the Danube dbd @unich Re, 2013).

In 2013 Slovakia faced a record-high level of thenlbe. Flood wave came from
Germany and then from Austria. According to estemat was historically the third
largest flood in Bratislava (in terms of maximuravif), more water has not passed
the river bed in the last 113 years. The waterllpeaked in the Capital at up to
1034 cm at a maximum flow rate of 10 64%/ra. The Danube basin faced a
hundred-year water level and Slovakia passed déiis ¥ithout the flood protection
(the project was worth 32.5 million EUR, of whiclo®kia co-financed about 4.8
million EUR) the water level would reach, in thepwry level of 1.25 m at the
Courthouse ("Justny palac”), 2.5 m at the well-known shopping center
Vajnorska street and even 4 m at the RuZzinovskygclioic. Reported damage to
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public and private property, that is, for examphaunicipalities, autonomous
regions, local offices or individuals after thedtbon the Danube in 2002 reached
5.079 million EUR. Damages in 2013 represented tleas 2% of this amount or
vice versa, damages in Bratislava in 2013 were &98% lower than in 2002 (MZP
SR, 2013).

Conclusion

Floods in the past brought humanity many positiffects as floods in the Nile,
which helped ensure the livelihood of the populatio ancient Egypt. Only when
the floods began to threaten the lives, health nagherty of the population and
economic activities of society, they became a ssrjgroblem for the mankind. Not
the nature can be held responsible for the fa¢tthi®afloods are harmful to society,
but the people because they take natural spaceviiaier and put themselves in her
way (MZP SR, 2010). On the other hand, buildingettlements in the watercourses
was necessary because rivers provided enough teatater for the necessities of
life and the most fertile land due to floods isrimerside floodplains. Society is
becoming more aware that floods can be controlted timited extent, and that
absolute safety against floods is a myth.

The flood as a natural hazard has effect on thmlisyeof society. If more people are
to dwell in vulnerable areas and more and morenagses settle down in these areas
the more intensive effect a flood event will hay®n society (Seifert, 2012). It will
be necessary to evacuate more buildings, providergancy accommodation for
more people, more workers will not be able to madamey, because they will have
to rescue and look after their property. More anorancompanies will have to
suddenly cease production, services will no longer provided, unexpected
shortfalls in tax receipts shall bring the munitipadgets out of balance and public
services will no longer be funded. The infrastroetio repair after a flood event will
also be more extensive.

One single event may produce both benefits ande$oss different parts of the
riverine ecosystem. These impacts are extremeficdif to quantify or monetize
e.g. by quantifying ecosystem services before dtad an event or accounting for
the number of fish killed or trees damaged. Regalanual floods provide water
resources for domestic supply, irrigation or indastuse. Some of the most
important benefits of floods are linked to the nbaimance of biological diversity in
the flood plain ecology (Smith and Ward, 1998).tRermore, many rivers carry
minerals and nutrients which support agricultureddoiction on the flood plains.
Another aspect that makes it difficult to quantihe ecological consequences of
floods is that some of the benefits from floodsdtéoa become evident months or
years after the event, or are often not appareait &.9. recharging of groundwater
stocks). This suggests that any immediate ecolbgiceounting is prone to error
(NRC, 1999). Flooding in river ecosystems shoulddgarded as a natural process
and not as a disturbance.
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