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Prologue

From 10'" to 11" September 2019, the Department of Public Economics at the Faculty of Economics
of the VSB - Technical University of Ostrava held the 13" Annual International Scientific Conference
“Public Economics and Administration 2019”. The individual years of the conference have taken
place every two years since 1995.

The conference creates a space for the presentation of new findings in the field of public economics
and management from the research by scientists, academics, and practitioners.

These proceedings summarize the contributions, which are aimed at presenting the results of research
on issues of public economics and administration. The international character of the proceedings is
due to the representation of the contributions of experts from Albania, Poland, Ukraine, Slovakia, and
the Czech Republic.

The papers registered at the conference were subjected to peer review and the proceedings of the
conference include 43 peer-reviewed contributions. Peer review of the contributions focused on the
scientific benefits, application of appropriate research methods, evaluation of the conclusions, etc.
The reviews were carried out by the members of the Scientific Committee of the conference and other
experts.

The issue of the public economics and administration is going through a series of changes within the
changing economic conditions of the current period, changes in connection with computerization,
etc., which place demands on relevant research. Proceedings bring new knowledge of this issue that
has meaning not only for applications, but also for the development of theoretical knowledge.

The importance of the proceedings is due to the fact that they represent a broad spectrum of new
knowledge concerning the functioning of public economics and administration, which is intended for
the further development of public economics and administration, and it is already applicable in
practice, but it may also serve for further development of scientific knowledge, for teaching, or
focusing of students’ theses as well as exchange of scientific knowledge at international level.

doc. Ing. Iveta Vrabkova, Ph.D. doc. Ing. Petr Tomanek, CSc.
Head of the Department of Public Economics Conference Guarantee
Faculty of Economics Faculty of Economics

VSB — Technical University of Ostrava VSB — Technical University of Ostrava
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The Assessment of Changes in the Economic Development of Trencin Region
Countryside

Beata Adamkovicova, Dusan Gut’an

Abstract

The most significant effect on the economic development has the economic structure of a region,
which is assessed by several indicators, such as the concentration of commercial subjects in the
region, their size, number, branch and economic stability. The main objective of this paper is to assess
performed changes in the economic development of Trencin region and its rural regions during
observed period. Particular types of regions in Trencin region were delimited according to the degree
of rurality. By processing the information database and assessment of changes in the economic
development of rural regions, we have used the method of localization analysis. The analysis points
out the differences in spatial order of individual economic branches to certain time point. Partial
methods of localization analysis, which we have used in our paper, were the localization index and
localization coefficient. Main indicator for their application was branch employment rate in selected
branches. The results of the analysis point mainly on the economic, and partially also on social
function of observed branches in given regions.

Keywords: Countryside, rural regions, economic development
JEL Classification: P25, R58

1 Introduction

For centuries, Slovakia has been a typical agricultural country. Differentiated development of its area
has its historical basis. Despite the fact that during the period of socialism the living standard
increased, and we could see an effort to equalize the differences between a city and a village,
differentiated regional development persists until today. Slovak countryside began to change at the
end of 1990s. Affected by transformation and globalization processes, problems related with the
economic and social development of rural regions have deepened even more. Until this period, the
agricultural production belonged to dominant branches in the countryside. Its main objective was to
ensure the self-sufficiency in the food production. Until 1991, the economic and social development
of the countryside was based on three pillars: the possibility to be employed in industrial facilities and
services outside the village, in the town, and to commute daily to work; the possibility to be employed
in industrial facilities within the agricultural enterprises (affiliated production); and the employment
in the basic industry of agricultural enterprises. All three pillars of countryside economic system have
collapsed in the period of the transformation. The privatization process and searching for the
fulfillment of final products on the market of goods and services lowered the supply of work positions
in the towns as well. In the beginning of the transformation, as well as later, rural population haven’t
had such an opportunity to be employed in the city (Adamkovi¢ova, Kralikova, 2016). Later, in the
rural settlements, mainly in the background of the towns, small and middle-sized enterprises started
to localize. Building of industrial parks also in the rural regions actively solved the process of
employment. Nowadays, the agricultural production does not fulfill the main function in the rural
development. Gradually, it has diversified and was significantly limited. New commercial subjects
were gradually localized into the rural area together with new commercial and business zones,
production and warehouse facilities, as well as new residential satellites. Also, the public
administration had to come through a significant process of the transformation. The content of the
reform of public administration in Slovakia dealt with many interrelating areas. (Brix, 2018;
Machyniak, 2018; Svikruha, 2018).
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According to Woods (2011), four parallelly interconnected basic processes influenced the
modernization of today’s countryside: modernization of the agriculture — the transfer from classic
existential economy to commercial economy with the implementation of modern mechanization
processes of economy, application of agricultural chemicals, biotechnologies, and specialization of
agriculture and food industry; economic modernization — diversification of rural economies, which
used to be dependent on traditional branches, toward modern ones; infrastructural modernization — it
represents the electrification, telecommunication networks, building and repair of road and railroad
networks, etc.; social modernization — the support of traditional culture, education, implementation
of practices of a good citizenship and civil society.

During last twenty years, the countryside becomes the active rural type for living, business making
and tourism. As the society had to come through the significant structural changes since 1990, so the
changes occurred also in individual spatial and settlement types. The most visible changes could be
seen on local and regional level, which improved the living conditions of the rural population (Gajdos,
2015). Today's countryside represents a complex space, which is formed by various and dynamic
processes.

1.1 Delimitation of the countryside and the typology of rural regions

The issue of the countryside and rural regions development belongs to important priorities of the
European Union. It is connected also with equalizing the differences in its current member states,
which could create own definitions of the countryside, based on the definition of the OECD and its
modifications, or on the basis of own criteria (Klufova, 2015).

Current typology of the rural area is based on the definition of the OECD, which was adopted by the
Association of Rural Development in the program period 2007-2013. It is based on two basic
hierarchical levels of territorial units - on local and regional level. On the local level LAU2 (formerly
known as NUTS V), the rural settlement is considered as a municipality, of which settlement density
is lower than 150 inhabitants / km?. Currently, in Slovakia, there is 2933 municipalities, and 140 of
them have the status of a city/town. An average settlement density in Slovakia is 110 inhabitants /
km2.

On the regional level NUTS 11, there are four basic areal units according to the degree of the rurality,
such as Bratislava region, Western Slovakia, Central Slovakia and Eastern Slovakia. Except the
Bratislava region, all three regions are typical by the rural character. Introduced typology is based on
the percentual ratio of the population living in the rural areas, calculated from the total share of the
population.

The same indicator (the share of the population living in the countryside based on the total share of
the population) is applied also by the typology of regions on the level NUTS 111 (8 regions):

= Predominantly rural regions — more than 50% of the population lives in the rural areas,
= Other rural regions — 15-50% of the population of the region lives in the rural areas,
= Mainly urban regions — less than 15% of the population lives in the rural areas.

On the level NUTS III, Slovakia has two Mainly rural regions, which is the region of Banska Bystrica
and Nitra region. The group of Other rural regions is represented by Trnava region, PreSov region,
Zilina region, Kogice region and Trenéin region. The only region in Slovakia — Bratislava region — is
considered as Mainly urban region, as in this region less than 15% of the population lives in the rural
areas based on the total number of the population of the region.

On the local level LAU 1 (NUTS IV), in Slovakia, there are 79 districts. This typology is also based
on the indicator: the ratio of the population living in the rural areas, based on the total share of the
population. The classification is following:

=  Predominantly rural regions — more than 50% of the population lives in the countryside.
12



= Other rural regions — 15-50% of the population of the region lives in the countryside.
= Predominantly urban regions — less than 15% of the population lives in the countryside.

From the total number of 79 districts in Slovakia, 31 of them belong to Predominantly rural regions,
39 districts belong to Other rural regions. In Slovakia, urban regions (districts) occur in Bratislava
region (the districts of Bratislava I to IV), and in KoSice region (the districts of Kosice Ito V).
(Buchta, 2007; SU SR)

2 Material and Methods

For the assessment of the economic development of regions it is possible to use many indicators.
Regarding the limited extent of this paper, we have assessed the changes in the economic development
of the rural regions of Tren¢in region on the basis of the indicators of branch employment rate, mainly
in the branches of the economy, industry, agriculture, building industry, commerce and other
branches. In other branches, there were accumulated the employed in the public administration,
financial services and facilities connected with the tourism. By processing of the information database
and the assessment of the changes in the economic development of the rural regions, we have used
the method of the localization analysis (Isard, 1960). From the method of the localization analysis,
we have used the localization index and the localization coefficient.

= Localization index expresses the relation:
IL; = [Xij/ Yi] /[S;/ S]

Xij —number of employed in the i-branch in the j-region
Y; — number of employed in the i-branch in the country
S;j — number of inhabitants in the j-region
S — number of inhabitants in the country

[733 1)

Localization index — measures the proportionality of the representation of “i” branch in the “j” region
against the number of inhabitants. The index measures the condition of the proportionality in the
representation of the branch based on the number of inhabitants, and partially shows the influence of
the branch on social development in the region.

3 Results and Discussion

For the needs of the analysis of the economic development of Trencin region, we have delimited
particular types of the regions according to the degree of rurality. This regionalization was performed
on the basis of the indicator — the share of the population living in the rural settlements, based on the
total population of the region.

Table 1 — The typology of regions of Tren¢in region

The types of regions according to the
share of the population living in the rural settlements in %
Significantly rural
Banovce nad Bebravou 50,25
Nové Mesto nad Vdhom 53,65
Partizanske 50,89
Puchov 59,92
Other rural
llava 32,37
Myjava 38,21
Povazské Bystrica 36,58
Prievidza 46,38
Trencin 42,09

Source: SU SR, author’s work
13



According to the introduced methodology, Tren¢in region was divided into two types of rural regions:
to significantly rural regions and other rural regions. To significantly rural regions belong four
regions: Banovce nad Bebravou, Nové Mesto nad Vahom, Partizanske and Puchov. The highest share
of the population living in the rural areas was recorded in Pichov region with the rate 59,92%. The
lowest share from the total share of the population living in rural areas is in the region of Banovce
nad Bebravou (50,25%). In Trenéin region, dominant are Other rural regions, consisting of five
districts: Ilava, Myjava, Povazskd Bystrica, Prievidza and Tren¢in. Trencin region does not have any
regions of an urban type with the 15% or lower share of the population living in rural settlements.

In the branch classification of branch activities, we assess the development of an average number of
employees in the branches of the agriculture, industry, building industry, commerce and accumulated
branches stated as other services (number of employed in the public administration, financial and
insurance services, and tourism facilities). In the Table 2, we have introduced an average evidence
number of employees in stated branches in the subregions of Tren¢in region in the period 2013 —
2017.

Table 2 — The development of branch employment in Trendin region and its subregions

Year
e Sranch 2013 2015 2017 02%31”796
egion ranc Number of | o | Numberof | o | Numberof | o 2013_
employees employees employees
- Agriculture 2 318 5 2282 4 1771 3 -547
= Industry 28 959 58 30 289 57 31611 54 2 652
8T Building industry 629 1 933 2 913 2 284
= 2 | Commerce 5121 10 5983 11 7162 12 2041
-‘U-? Other branches 13 041 26 13 655 26 16 646 29 3605
Total 50 068 100 53 142 100 58 103 100 8 035
Agriculture 1428 2 1432 1 1484 1 56
§ Industry 38 482 42 40 537 41 45 324 43 6 842
2 Building industry 3 858 4 3 546 4 3278 3 -580
E Commerce 13 406 15 13532 14 12 896 12 -510
5 Other branches 34 125 37 38 958 40 43 265 41 9140
Total 91 299 100 98 005 100 106 247 100 14 948
Agriculture 3 746 3 3714 2 3255 2 -491
s c Industry 67 441 48 70 826 47 76 935 47 9494
’g k=] Building industry 4 487 3 4 479 3 4191 3 -296
= §’ Commerce 18 527 13 19 515 13 20 058 12 1531
= Other branches 47 166 33 52 613 35 59 911 36 12 745
Total 141 367 100 151 147 100 164 550 100 23183

Source: SU SR, author’s calculations

From the point of view of the employment rate in particular branches we can state that in the
significant rural regions the decrease in the number of employees (-547) in the branch of the
agriculture is clearly visible. This decrease was caused by already existing trend of the decrease of
workforce of older employees, and workforce with lower level of education working in the branch of
the agriculture. In other rural regions, despite the decrease (except Prievidza region) we can see the
increase (56) of employed in this branch. The branch of the industry in significantly rural regions saw
the increase (2 652) of the workforce in all regions, except Plichov region with a slight decrease (-
59). From the point of view of the creation of new work positions in the branch of the industry,
dominant are other rural regions over significantly rural regions, in which there were created 4 190
more work positions. The branch of the building industry did not ensure the increase in the number
of work positions in the region. Total decrease of employed in Tren¢in region represented the decrease
of 296 work positions during the monitored period of years 2013—2017. Such trend is similar in all
other rural regions with significant decrease (-580) of employed in this branch. In significantly rural
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regions, we have recorded the increase (284) in the supply of work positions in this branch during the
monitored period. The branch of commerce ensured 1 531 work positions in Trenéin region. In
significantly rural regions, we can see the increase in created work positions by 2 041, while only in
the region of Banovce nad Bebravou we have recorded the decrease (-12) in the number of work
positions. Different situation was recorded in other rural regions with the total decrease of 510
employees in this branch during the researched period. For the branch Other services, we can state
that this branch is the most dynamically developing branch in Tren¢in region during the period 2013
—2017. In total, the number of work positions in Tren¢in region has increased by 12 745, from which
it has increased in other rural regions by 9 140 and in significantly rural regions by 3 605.

The localization analysis is classified to the basic methods, by which we can spatially assess the
allocation of economic activities. The space is understood as a region in the relation to the reference
area, which can be the region, Slovakia or an EU country.

Table 3 - Localization index and localization coefficient of branches in the subregions of Tren¢in region

Redion/Year SR Trendin region Significantly rural Other rural

g 2013 2017 2013 2017 2013 2017 2013 2017
Number of 5410836 | 5435343 | 593159 | 588816 | 191129 | 190001 | 402030 | 398 815
inhabitants
Number of |y 355 169 | 1503894 | 141367 | 164550 | 50068 | 58103 | 91299 | 106247
employed

Agriculture
Number of 37460 | 33624 | 3746 | 3255 | 2318 | 1771 | 1428 | 1484
employed
Localization ) ) 0,91 0,89 1,75 1,51 0,51 0,60
index
Localization
coefficient j i 0.92 088 Lot 1% o ooz
Industry
Number of 370886 | 435386 | 67441 | 76935 | 28959 | 31611 | 38482 | 45324
employed
!_ocallzatlon ) . 1,66 1,63 2,21 2,08 1,40 1,42
index
Localization ) } 1,68 1,61 2,34 1,88 1,48 1,47
coefficient
Building industry
Number of 56 445 58446 | 4487 | 4191 629 913 3858 | 3278
employed
Localization ) } 0,73 0,66 0,32 0,45 0,92 0,76
index
Localization - - 073 0,66 0,29 0,40 0,98 0,79
coefficient
Commerce
Number of 183941 | 199205 | 18527 | 20258 | 5121 7162 | 13406 | 12896
employed
Localization ) ) 0,92 0,93 0,79 1,03 0,98 0,88
index
Localization - . 0,93 0,93 0,73 0,81 1,04 0,92
coefficient
Other branches

Number of 656428 | 777233 | 47166 | 59911 | 13041 | 16646 | 34125 | 43265
employed
!_ocallzatlon ) } 0,66 0,71 0,56 0,61 0,70 0,76
index
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Localization
coefficient
Source: SU SR, author’s calculations

- ‘ 0,66 ‘ 0,70 ‘ 0,52 ‘ 0,55 ‘ 0,74 ‘ 0,79 ‘

This analysis points out the differences in the spatial order of particular economic branches to certain
time point. Partial methods of localization analysis, which we have used in this paper, are the
localization index (IL) and localization coefficient (KL). Localization index expresses the
proportionality of the branch employment rate related to the number of inhabitants, and the
localization coefficient expresses the proportionality of the representation of the branch employment
rate related to the total employment rate. The localization coefficient expresses the economic function
of the branch in the region, and the localization index assesses also the social function of the branch
in the region. The results of the localization analysis in Trenc¢in region in relation to the national
economy are stated in the Table 3.

In significantly rural regions of Trenéin region, greater effect on the economic and social development
than in the country had the branches of the agriculture (IL 1,51; KL 1,36) and the industry (IL 2,08;
KL 1,88). During the monitored period of 2013 to 2017, the effect of these two branches on the
development has decreased. The branch of the commerce (IL 1,03; KL 0,81) was on the comparable
level. The branch of the building industry (IL 0,45; KL 0,40) and other services (IL 0,61; KL 0,55)
recorded lower values than in the country, since their share was not able to approach the share of these
branches in the country.

In other rural regions of Trencin region, the most significant effect on the social and economic
development was recorded by the branch of the industry (IL 1,42; KL 1,47), which was higher than
in the country. The branch of the commerce (IL 0,88; KL 0,92) was on the comparable level to the
national structure. Lower rates than in the country were recorded in the economic structure, hand-in-
hand with the effect on the economic and social development in these regions of the branch of the
agriculture (1L 0,60; KL 0,62), building industry (IL 0,76; KL 0,79) and other services (IL 0,76; KL
0,79).

4 Conclusion

From the results of the localization analysis arises that in the significantly rural regions of Trencin
region, higher effect on the economic and social development than in the country was recorded in the
branches of the agriculture and industry. During the period of researched years 2013-2017, the effect
of these two branches on their development gradually decreased. The branch of the commerce has
comparably similar values. The branch of the building industry and other services had lower rates
than in the country, since their share was not able to approach to the share of these branches in the
country. In other rural subregions of Trenéin region, the most significant effect on the economic
development, as well as social development, was recorded in the branch of the industry, which was
higher than in the country. The branch of the commerce was on the comparable level within the
economic structure of the country. Lower values than in the country were in the economic structure,
together with the effect on the economic and social development in these regions of the branch of the
agriculture, building industry and other services.

Thanks to the changes in the process of the transformation, Slovak economy now comes through a
new phase of its development with many new opportunities, challenges and new problems. Achieving
a long-term competitiveness of the economy is realizable only by creating the conditions for the
development of the knowledge economy. Thus, the national program of reforms is focused on the
development of areas, which support the growth of a creative potential of Slovak economy. Therefore,
a significant role plays the area of education, employment, information society, as well as the field of
science, research, innovations and business environment. Not less significant role plays also the
support of establishing and developing the small enterprises with the aim to create new work positions
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for the purpose of the diversification of economic activities in the countryside, development of the
countryside tourism and agritourism.
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eParticipation Services Provided by Municipalities with Extended Powers in
the Moravian-Silesian Region

Eva Ardielli

Abstract

eParticipation is considered as a means for strengthening of civic engagement and suitable
instrument for ensuring open and participatory governance through information and communications
technologies. eParticipation enables the public to participate more broadly and deeply in the policy
making process across all levels of government. The services of eParticipation refer to the means of
ICT-supported participation in processes concerning administration, policy-making, decision-
making, service delivery, information provision, consultation, deliberation, etc. Nowadays
eParticipation is becoming a preferred decision-making participation for many people, as well the
electronic services are becoming very important for the citizens. The paper is focused on the
evaluation of eParticipation services on local level of government in the selected municipalities with
extended powers in the Czech Republic. The research draws attention to the insufficient possibilities
of online participation of citizens at the local level of the public administration in the Czech Republic
and insufficient offering of eParticipation services on municipal websites in the Moravian-Silesian
Region.

Keywords: eParticipation services, Moravian-Silesian Region, municipalities wit extended power
JEL Classification: H11, H83

1 Introduction

Rapid expansion of eParticipation as a tool for engagement and strengthened collaboration between
governments and citizens is contemporary trend worldwide (Khosrow-Pour, 2005; Schmidthuber et
al., 2019 or Kube et al. 2015 or Suebvises, 2018). Its objective is to improve access to information
and public services as well as to promote participation in policy-making, both for the empowerment
of individual citizens and the benefit of society as a whole (United Nations, 2017). As stated by
Mergel and Desouza (2013) or Wiewiora, Keast and Brown (2016) the idea of participating citizens
into administrative tasks has considerable potential to strengthen citizens’ trust in government and to
improve the efficacy and effectiveness of public service delivery. eParticipation is also considered as
a necessary component or a prerequisite of eDemocracy (Lee, 2017). eParticipation helps people
engage in politics and policy-making and makes the decision-making processes easier to understand,
thanks to Information and Communication Technologies (ICTs) (eParticipation, 2017).

The paper is focused on the issue of eParticipation and its application on local level of government in
the Czech Republic. The aim of the research is to evaluate the offer of eParticipation services provided
on the municipal websites by the municipalities with extended powers in Moravian-Silesian Region.

2 eParticipation in Public Administration

Citizens act in two roles towards public administration - as an object of its activity (they must respect
measures and regulations) and as a source of legitimacy of public administration activities (in terms
of the Constitution, citizens are the source of all state power). The basic way in which citizens fulfill
the role of a source of power is the participation in elections. They can also exert their influence on
public affairs in other ways, but in general it is about political participation, i.e. involving citizens in
governance processes (King, Feltey and Susel, 1998 and Europa, 2015).

Cermak and Vobecka (2011) say that participation is a balancing of power inequality between citizens
and civil organizations on the one hand and a public administration apparatus on the other.
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eParticipation covers all democratic processes supported by ICTs. eParticipation is one of the two
basic components of eDemocracy, the latter being eElections. eParticipation is about involving
citizens in public decision-making processes by using ICTs, so that citizens are involved in
governance as such (Pekarek, 2008).

However there is no all-inclusive definition of eParticipation, the general consensus is that it includes
three interactions between governments and citizens (Lironi, 2016; OECD, 2001; United Nations
2014):

= elnformation - enabling participation by providing citizens with public information.

= eConsultation - engaging citizens in decision-making on public policies and services by
appropriate tools.

= eDecision-making - empowering citizens through possibility to co-design the policy and service
components and delivery modalities.

3 eParticipation Services

Nowadays, it is not enough for the local government to disclose information to citizens only on a
bulletin board in the office or on its website. Citizens expect more from the office when they use the
Internet, smart phones and social media as a means of communication. In today's communication
skills, eParticipation is becoming a preferred decision-making participation for many people. Also
electronic services are very important to website users (citizens), as they save time and money (Bruno,
2016). They are the tool to support urban development and innovations as well (Komninos and
Schaffers, 2012). New platforms using data processing tools are emerging nowadays. They are
supporting the development of Smart Cities where citizen involvement is crucial (Dias and Cacho,
2018) and also the citizen-government interaction in open government arenas and collaboration
platforms as investigated by Schmidthuber et.al (2017) and Kube et al. (2015).

At present, researches are being developed the quantifiable evaluation criterion of eParticipation tools
and eParticipation services using the information available on municipal web portals (Agudo et al.,
2017). eParticipation services can be determined according to the Digital Governance in
Municipalities Worldwide (2015-16) methodology, see Holzer and Manoharan (2016). The
methodology currently includes 20 items, many of which are included in the evaluation criteria in this
research. The following 11 items are the selected eParticipation services that are crucial for this
research:

= Payment for utilities, fees or penalties online: This is a service where the local government
website allows users to pay for public services online, such as tap and waste water, gas,
electricity, dog fees, parking fines, and so on. The user only logs in with his / her login data on
the web page, clicks on the "pay" button and the system automatically redirects the user to the
payment gateway, when the system itself generates data such as bank details, variable symbol
and amount. The user is not concerned about finding out this data and paying for the transfer or
going to the office. From the comfort of your home it also has an overview of paid or unpaid
services.

» Filing a tax return or paying tax online: The local government website will allow users to submit
a tax return, for example, from real estate, acquisition of immovable property, income, etc. The
user only logs in with his / her login information, clicks the tax button and has a complete
overview of filed returns, payment, etc. The user is automatically redirected to the appropriate
online tax office page. After clicking on the "Submit Return" button, he will fill in the necessary
data and send the data. Subsequently, the local government website allows users to pay the tax
directly and online by clicking on "pay".

= Apply for permission, license and track their online status: The user is allowed to apply for
permission through the local government website, such as building permission or license and
tracking their online status, possibly under a generated submission number.
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= Online procurement: The user is allowed to submit a public contract online through the local
government website, have an overview of their assigned orders and responses, and there is also
the opportunity to respond to answers.

= Filing a complaint online: The user is allowed to file a complaint through the local government
website, whether on the behavior of the official or on the running of the office and monitoring
the status of the complaint online, possibly under a generated submission number.

= Making inquiries about civil affairs online: Local government websites allow the user to submit
to the Authority any questions about civil matters, such as when a new pavement will be built or
the local road will be repaired. The user also has the option to see answers to other users' questions
in the section.

= Search the FAQ section (Frequently Asked Questions) to accompany citizens by online city
administration: Local government websites allow users in the FAQ to search for information that
the user needs to know, concerning his rights, responsibilities, forms of document submissions,
paying, office functions, etc.

= Apply for information online: The user is allowed to request the Office for information via the
website, when he / she enters his / her email and the authorized officer sends the requested
information to the user immediately.

= Crime announcements, administrative law violations, or online corruption: The User has the
opportunity to notify the Office of a crime, violation of administrative laws and regulations or
corruption, including anonymously, by means of an appropriate form on the local government
website, which will be sent to the responsible official in the matter.

= Book or buy tickets for events in the city or municipal hall, arenas or other city facilities online:
The user is allowed to buy an ticket online at the local government website. He selects a specific
action in the event calendar, bookes a ticket and pays it online. The ticket is then sent to him
electronically with a bar code.

= Searching databases online: Local government websites allow the user to search the databases,
such as in the clerk's database, when the user enters a specific letter or enters the full name and
searches the database for the appropriate data.

4 eParticipation at the Local Level of Public Administration in the Czech Republic

At the national level, there is quite a good level of eInformation services and eParticipation tools. At
the local level, the situation is different. In local government, officials are not obliged to use
eParticipation tools and provide eParticipation services. There is also no legal framework for their
implementation. The main reason for the lack of implementation of participatory instruments is the
lack of political will to do so. After their election, politicians rely more on expert advisers and on their
own decisions than on consulting citizens, which they consider costly and lengthy. Local government
eParticipation tools in the Czech Republic include mainly:

= Electronic surveys: They include electronic polls and questionnaires. They are commonly used
as a tool to detect public response.

=  Public consultations: They are relatively rare, the most frequent organizers of consultations are
mainly non-governmental organizations, usually on the subject of the environment.

5 Material and Methods

The aim of the research was to evaluate eParticipation services and tools offered on web portals of
local government in the Czech Republic. In this research the municipalities with extended powers
falling under the Moravian-Silesian Region (22 municipalities in total) were selected for the analysis,
see Table 1.
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Table 1 — Research sample of municipalities

Municipality Number of inhabitants | Municipality Number of inhabitants
Bilovec 7558 | Frydlant nad Ostravici 9773
Bohumin 21663 | Jablunkov 5727
Frydek-Mistek 57135 | Kopfivnice 22597
Havifov 76109 | Krnov 24315
Hlucin 14042 | Odry 7361
Karvina 56848 | Rymarov 8492
Kravaie 6737 | Orlova 30345
Novy Jic¢in 23676 | Vitkov 5912
Opava 57931 | Bruntal 16913
Ostrava 295563 | Cesky T&sin 25000
Ttinec 36077 | Frenstat pod Radhostém 10878

Source: Own processing according to RIS (2014)

The subject of the analysis are the websites of individual Czech municipalities with extended powers
in the Moravian-Silesian Region. Several methodologies can be used to evaluate web portals. Web
Content Accessibility Guidelines (WCAG), the first ever Web Accessibility Guidelines, were created
by the Web Accessibility Initiative (WAI), which is officially part of the W3C Consortium (W3C,
2017). In 2004, at the Czech Ministry of Informatics, the Best Practice methodology was developed
to evaluate the accessibility of public administration portals, which was redesigned two years later as
part of the research project (Rules of Accessibility, 2017).

The structure of the criteria for assessing the level of eParticipation services in the presented research
was designed on the basis of the Digital Governance in Municipalities Worldwide methodology, viz
Holzer and Manoharan (2016), where the Rutgers-SKKU eGovernance Performance Index is
calculated. This index is the base for the evaluation of the web portals of the major cities of the world's
largest states. This evaluation is performed in two-year cycles and is organized by The eGovernance
Institute, part of Rutgers University, Newark. It is a prestigious and at the same time the most
comprehensive methodology for evaluating web portals, so it was chosen as the basis for this research.

The criteria of the Digital Governance in Municipalities Worldwide methodology are covering 5
major areas:

=  Privacy and Security,

= Usability,
= Content,
= Services,

= Citizen and Social Engagement.

Scoring scales vary according to the type of question - 0 or 1 point can be obtained when answering
"yes" or "no". There are also questions where different rates can be obtained (from 0 to 3 points
respectively). In the overall score, each area is equally represented, regardless of the number of
questions it contains.

For the needs of analysis of provided eParticipation services, 10 evaluation criteria are used. The
criteria according to which the eParticipation services are evaluated have been selected taking into
account our local conditions and based on preliminary surveys in this area. Criteria that are not
implemented in the Czech Republic in most cases on websites of regional level have been omitted,
such as the possibility of online permission and licensing applications, following the status of their
processing or online access to private information or health records. The selected criteria are based
primarily on Digital Governance in Municipalities Worldwide methodology. Some evaluation
parameters have been taken over, others have been modified and several have been newly included.
The maximum number of points that can be earned is 11.
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Table 2 — Selected criteria for evaluation of eParticipation services

No. Criteria Num_ber of
points

1. Does the web site include FAQs? 0-1

2. Does the web site allow database searches? 0-1

3. Does the web site provide information for users to solve life situations? 0-1
Does the web site allow citizens to comment on or respond to the work of

4. AR L . 0-1
individual municipal departments through online forms?

5 Does the web site allow citizens to create online complaints and notifications 0-2

' to be requested?

6. Does the web site allow citizens to pay online for utilities, fees or fines? 0-1

7. Is there a live chat on the web site to receive suggestions? 0-1

8. Does the web site offer newsletters or community news to subscribe? 0-1

9. Does the web site offer calendar of events? 0-1

10. Does the web site offer online records from the council meeting? 0-1

Source: Author’s processing according to Holzer and Manoharan (2016)

6 Results and Discussion

Results of eParticipation services implementation research on websites of municipalities with
extended powers in the Moravian-Silesian Region are evaluated for:

= Individual areas of eServices (according to the number of points achieved in individual areas by
question number)
= Individual municipalities (according to the total number of points in all monitored areas)

The research showed that eParticipation services are provided to a very low degree in municipalities
with extended powers in the Moravian-Silesian Region. The average number of points earned per
municipality is 3.14, it means less than 29 % of the possible maximum of 11 points. Figure 1 shows
the results by area (question) for all municipalities. The maximum number of points per area is 22
points (the eService was found on all municipal websites), minimum is 0 (the eService was found on
no municipal website).

Figure 1 — Evaluation of monitored ePaticipation services in municipalities by question number
Source: Official websites of municipalities
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Most often, from the monitored eServices, citizens are offered information about dealing with life
situations (91 % of municipalities) and about calendar of events (77 % of municipalities).
Unfortunately, in no case was the possibility of buying tickets online for these events. Quite often it
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is possible to search in databases (55 % of municipalities), offer newsletters or general news with the
possibility to subscribe (in 41 % of municipalities) and online records of meetings of councils (in 36
% of municipalities). Quite surprisingly, at least on the web portals, there is a FAQ section with
answers to frequently asked questions and the possibility to comment or respond to the work of
individual departments via online forms. Nowhere is it possible for citizens to file online complaints
and notifications, ask for online information, pay for public services online, charges or fines, and use
live chat to receive different incentives.

Figure 2 shows the results by individual municipalities. The maximum number of points per area is
11 points (all monitored eService was found on the municipal website), minimum is O (no eService
was found on municipal website).

The worst of the evaluated municipalities was Rymatov, which does not provide any of the monitored
eParticipation services. Havifov offers its citizens a single eService from monitored 10 eServices;
Cesky Té&sin, Odry, Orlova, Ttinec and Vitkov offer two eServices; Bruntal, Frenstat pod Radhogtém,
Kopftivnice, Novy Ji¢in and Ostrava offer three eServices; Frydek-Mistek, Frydlant nad Ostravici,
Hlu¢in, Jablunkov, Karvina and Krnov offer four eServices. Five eServices are offered by Bilovec.
The highest number of eParticipation services is offered by Bohumin and Opava.

Figure 2 — Evaluation of municipalities according to the use of ePaticipation services
Source: Official websites of municipalities

Number of points

Municipality

m Total points for the municipality

Overall, the level of eParticipation services offered by municipalities in the Moravian-Silesian Region
can be assessed as unsatisfactory. Municipalities should focus on introducing neglected but very
effective forms of citizen involvement in decision-making processes through information and
communication technologies. In particular, these are live chats designed to receive a variety of
suggestions, embed various information in the form of a blog, MMS, text and graphic files, and tools
for online decision making as ePetition and eReferendum. In the future, it is desirable to mediate the
active participation of citizens in online transmissions of discussions of public affairs, with the
possibility of interfering, and the introduction of online discussion forums with immediate feedback
from officials. With the development of information and communication technologies, new tools will
also certainly emerge, suitable for increasing the level of eParticipation of citizens and these will be
more than appropriate to start using.
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7 Conclusion

It is clear from the evaluation of eParticipation services that their scope and level are insufficient for
the needs of eGovernment to function properly. Unfortunately, the observed state of practical
implementation of eParticipation services in municipalities with extended powers of the Moravian-
Silesian Region corresponds to the current state of the whole Czech eDemocracy, which is
significantly behind the general state of information and communication technology development.

An important factor that can significantly influence the future of this part of eGovernment are also
citizens themselves, that should put pressure on representatives and officials of their municipalities to
make more use of the various eParticipation tools and services that will make them easier and better
life. In particular, it should be possible to submit online complaints and notifications, pay online for
public utilities, fees and penalties, apply for various licenses online and follow-up their status, and
access various personal information about individual person online.
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Appendix - Point evaluation of eParticipation services of individual municipalities with extended
power in the Moravian-Silesian Region. Source: Official websites of municipalities

Number of question 1. | 2. | 3. | 4. | 5. | 6. | 7. | 8. | 9. | 10. | Total number of
Municipality Points per municipality points
Bilovec 0 1 1 0 0 0 0 1 1 1 5
Bohumin 0 1 1 1 0 0 0 1 1 1 6
Bruntal 0 1 1 0 0 0 0 0 1 0 3
Cesky Té&sin 0 0 1 0 0 0 0 0 1 0 2
Frenstat p. R. 0 1 0 0 0 0 0 1 0 1 3
Frydek-Mistek 0 0 1 0 0 0 0 1 1 1 4
Frydlant n. O. 0 1 1 0 0 0 0 1 1 0 4
Havirov 0 0 1 0 0 0 0 0 0 0 1
Hlugin 0 0 1 0 0 0 0 1 1 1 4
Jablunkov 1 1 1 0 0 0 0 0 1 0 4
Karvina 0 1 1 0 0 0 0 1 1 0 4
Kopfivnice 0 0 1 0 0 0 0 0 1 1 3
Kravate 0 0 1 0 0 0 0 0 1 0 2
Krnov 0 1 1 0 0 0 0 0 1 1 4
Novy Ji¢in 0 1 1 0 0 0 0 0 1 0 3
Odry 0 0 1 0 0 0 0 0 1 0 2
Opava 1 1 1 0 0 0 0 1 1 1 6
Orlova 0 0 1 0 0 0 0 0 1 0 2
Ostrava 0 1 1 0 0 0 0 1 0 0 3
Rymaiov 0 0 0 0 0 0 0 0 0 0 0
Tiinec 0 1 1 0 0 0 0 0 0 0 2
Vitkov 0 0 1 0 0 0 0 0 1 0 2
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Position of EU Countries according to the State of Good Governance
Development

Eva Ardielli

Abstract

Requirement for provision of better and more accountable public services to the citizens and the
promotion of sustainable socio-economic development is the basic issue of contemporary public
administration in all European Union countries. The basic concept of modern and properly
functioning public administration leading to these targets is driven by Good Governance principles.
Good Governance concept presents an actual trend of managing public affairs worldwide. It
promotes the basic elements of subsidiarity, participation and democracy in modern public
administration. Presented paper is focused on the evaluation of Good Governance development in
the European Union countries in long-term, in the years 1996, 2007 and 2017. The evaluation is
based on the application of multiple criteria decision making methods (concrete TOPSIS method).
The original data used in the research are the values of Worldwide Governance Indicators monitored
and processed by World Bank. As the result, there are presented the complete rankings of European
Union countries according to the performance of public administration in the area of Good
Governance in the selected years. It is assessed which countries are performing well and which are
performing poor within the European Union in the long-term.

Keywords: EU countries, Good Governance development, TOPSIS
JEL Classification: H11, H83

1 Introduction

Good Governance means the attainment of ideals of democracy and participation of people in all
activities of state. It is currently a great subject in all countries of the world. EwadIt (2001) says that
Good Governance is directly related to both public administration processes as well as the essential
ingredients of accountability, democracy, ethics, rule of law and transparency. As specified by Klenk
and Nullmeier (2004) or Zanger (2000) Good Governance is the designation for high-quality and
properly functioning public administration with an integrated element of subsidiarity, allowing for
the participation of the citizens and respecting democratic values and the rule of contemporary modern
state. The successfully implementation of Good Governance concept in the individual countries
indices the quality of governance and overall maturity of public administration in the state. However
as stated by Agere (2000) Good Governance is an ideal state of government, which is as a whole
difficult to achieve.

The evolution of the concept of Good Governance began in the 20th century, mainly related with the
debt crises in developing-countries in the 1980s. The role of the government started to grow in
importance as a significant factor of socio-economic development, see Pillay (2016). Good
Governance was considered as key factor of sustained growth in developed countries, see Agere
(2000) and one of the most important elements in the fight for poverty reduction and equitable
economic growth in developing countries, see Grindle (2004).

The concept of Good Governance became a guide for developing countries, and the attention shifted
to governance reforms. The governmental reforms in recipient developing countries became a
condition for the allocation of aid by international donor institutions (Acemoglu and Robinson 2010).
However this enforcement of governmental reforms in by some authors considered as ineffective and
in reality not supporting policy changes, see Abdelatif (2003).
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Good Governance is primarily presented by World Bank as a requirement of national states to
facilitate successfully economic and administrative reforming processes (Haldenwang, 2004). It is
theoretically and practically often conceived with the application of so-called Good Governance
indicators. The country efforts are examined and evaluated based on the implementation of
governance reforms and the results are dependent on the improvement of the governance indicators.
There are many approaches to assessing Good Governance, using different indicators evolving during
the time.

In various scientific papers are commonly used the Worldwide Governance Indicators (WGI) of the
World Bank, see World bank (2018) to compare countries in the area of Good Governance and to
follow the development in individual years. Their use in country evaluation is generally defended,
however, some authors have questioned their explanatory power, see Andrews (2008) or Sundaram
(2018).

The approach of this data processing varies by different authors also. In frequent case, the averaging
is used, as applied by Zak (2005) or Ardielli and Haldskova (2015a). Another approach is to make the
sum of aggregate indicators, see Madzova, Sajnoski and Davcev (2013). In the presented article,
Multiple-criteria decision-making (MCDM) methods were applied for comparison of countries
according to the Good Governance level.

The aim of the presented article is to perform the evaluation of Good Governance development in the
European Union (EU) countries by usage of TOPSIS method (The Technique for Order Preference
by Similarity to Ideal Solution) in selected years 1996, 2007 and 2017. The analyse is based on the
processing the Worldwide Governance Indicators collected by the World Bank, see World Bank
(2018).

The original approach of this assessment is the usage of TOPSIS method, which determines the
ranking of EU countries according the level of Good Governance in selected years. It appears to be
an appropriate solution for processing of above mentioned six aggregate indicators of World Bank,
as result of TOPSIS is not a mere average nor a mere sum of processed values and TOPSIS takes in
the account the variability moreover.

2 Good Governance Evaluation Approach

Due to the fact that Good Governance concept has a relatively short history there is a large number
of projects dedicated to the modern measuring of governance. The outputs of these projects cover
wide portfolio of governance indicators. The beginnings of the application of the governance
indicators are in the 80s of the 20th century, when the qualitative case studies were published
emphasizing the importance of governance for socio-economic development, see North (1991). The
main sponsor of these research projects were organizations such as USAID, International Monetary
Fund, World Bank, United Nations or EU.

Approaches to evaluating of individual aspects of the governance are focusing mainly on expert
assessment panels that enable comparisons among countries using a variety of indicators. The
pioneers of this type of projects became private consulting firms already in the late 70s and 80s of the
20th century. In academic research, the data for assessment of governance began to be used in recent
years, e.g. Clague et al. (1999). Parallel to these commercial activities gradually began to be promoted
non-profit and academic projects of expert measurement of governance, see Poticek et al. (2007).
The most famous is the “Corruption Perception Index of Transparency International”. Other projects
dealing with the evaluation of governance are e.g. Studies of the World Bank “World Business
Environment Survey”, an investigation of the University of the United Nations “World Governance
Survey” or the “Transformation Index” by Bertelsmann Foundation and “Global Governance
Initiative” of the World Economic Forum, see Court and Hyden (2003). Charron et al. (2015)
developed the European Quality of Government Index (EQI). It is based on survey data on corruption
and governance in the EU regions in 2010 and 2013. Very important contribution to the development
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of Good Governance indicators is a project of the World Bank “Institute Aggregate Governance
Indicators”, see UNPACS (2018). Benefit of indicators of Good Governance lies primarily in the fact
that they highlighted the key role of Good Governance for successful socio-economic development.

The World Bank is attempting to measure governance performance with six aggregated indicators of
Good Governance. Some authors criticize this approach, for example Andrews (2008) questions the
validity of definitions of Good Governance indicators and their relationship to the reality of their
effectiveness. Although the indicators are frequently used to compare countries because of their
consistency, long time series and large area coverage.

3 Measuring of Good Governance by the World Bank

Democracy, ethics, rule of law and transparency are key ingredients of effective government and
public administration (Andrews, 2008) or (Ewaldt, 2001:9-11). The concept of Good Governance is
very much inter-linked with these institutionalised values, see Agere (2000).

The World Bank has been collecting data about Good Governance for the broad international
comparison since 1996 and currently they have been monitored annually. It processes indicators of
governance for 215 economies of the world, closer UNPACS (2018). Good Governance is monitored
based on six aggregate indicators WGI: Voice and Accountability, Political Stability and Absence of
Violence, Government Effectiveness, Regulatory Quality, Rule of Law and Control of Corruption.
These aggregate indicators combine the views of a large number of enterprise, citizen and expert
survey respondents in industrial and developing countries. They are based on over 30 individual data
sources produced by a variety of survey institutes, think tanks, non-governmental organizations,
international organizations, and private sector firms. The WGI were initiated by Daniel Kaufmann
(Natural Resource Governance Institute and Brookings Institution) and Aart Kraay (World Bank
Development Research Group) in 1999, see (World Bank, 2018). There are used over 100 indicators
as source data. These data sources are rescaled and combined to create aggregate indicators using a
statistical methodology known as an unobserved components model. A key feature of the
methodology is that it generates margins of error for each governance estimate. These margins of
error need to be taken into account when making comparisons across countries and over time, see
(Kaufmann et al., 2010). Each of the aggregate indicators has normalized values in the interval from
-2.5 (worst result) to 2.5 (best result). The World Bank is claiming a strong correlation between
governance indicators and economic performance. WGI measures are considered to be useful as a
tool for broad cross-country comparisons and for evaluating broad trends over time.

4 Methods

In scientific work and comparisons, the evaluation of Good Governance in the countries is frequently
based on the averaging, similarly to Zak (2005). The basis for the comparison is the composite index
of Good Governance which is constructed on the basis of six aggregate indicators of WGI as the
arithmetical average, see (1).

_ 1 1
X=;(XI+X2+...+Xn)=; LiXi 1)

Where X is the Composite Index of Good Governance, n is the number of aggregate indicators and x;
are the results of individual aggregate indicators.

Another possibility of processing these data is to use the sum of Governance indicators by adding up
the scores of all of these six items, to get the integrated indicators in a scale of +15 to -15, as applied
by Madzova, Sajnoski and Davcev (2013).

No one of these approaches was used in the present article. In presented article the evaluation of the
Good Governance development in selected countries was performed based on the application of
MCDM methods — TOPSIS.
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The TOPSIS as a MCDM method is a practical tool for selection and creation of rank of more variants.
According to Shih et al. (2007) or Bhutia and Phipon (2012) the aim of the method is to determine
the ranking of individual variants in terms of selected criteria, wherein the variant with the best
ranking represents the best compromise variant. TOPSIS method is based on minimizing distance
from the ideal variant. The requirement is that a compromise variant was closest to the ideal variant.
TOPSIS method assesses this way the variants in terms of their distance from ideal and basal variant.
The method requires cardinal evaluation of variants according to the criteria and the weight of these
criteria. It is assumed the maximizing character of criteria. Application of TOPSIS method is
described in Yoon and Hwang (1995) and it consists of 7 steps:

= Creation of the criteria data matrix D.
= Calculation of the normalized data matrix R = (r;;) according to formula 1.

reo= (1)
ij
«/Zip=1 vh

Columns of matrix R are after the normalization the vectors of unit length.

= Calculation of the weight normalized data matrix W = (w;j) according to formula 2.
Wij = V]' ri]- (2)
= Determination of the ideal and basal variant relative to the matrix values.

We will determine the ideal variant H with the (hy, ..., #m) and basal variant D with (dy, ..., dm) relative
to the values of the matrix W.

= Distance calculation of variants from the ideal variant, respectively basal variant according to
formula 3 and 4.

df = [Sialwy —hyy? ®
& =[Sl wy - 4)? @)
= Calculation of the relative distance indicator of variants from basal variant according to formula
5.
di’
G = Tra ®)

The values of these indicators are between 0 and 1, wherein value of 0 becomes basal variant and the
value 1 becomes the ideal variant.

=  Creation of the ranking of EU countries according to the c;values.

TOPSIS is considered to be a very useful and informative MCDM method and is often and widely
used in economics in various decision-making situations in many areas. For example Dincer (2011)
used the TOPSIS method when analysing the EU countries and candidate countries in terms of
economic activity for the year 2008. Kuncova (2012) compared by TOPSIS method the EU countries
from the e-commerce point of view. Ardielli and Halaskova (2015b) used TOPSIS method for
assessing of eGovernment in EU countries.

5 Results

Primarily the evaluation of development of WGI in EU countries was made. In order to be able to
assess the long-term development of governance performance in the EU as a whole, it was necessary
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to compare the individual indicators over time. Aggregate indicators of individual 28 EU countries
were averaged and their development was captured from 1996 to 2017, see figure 1. Indicator values
were converted from a range of -2.5 to +2.5 to percent values.

Figure 1 — Development of WGI in EU countries (1996 — 2017)
Source: Author’s processing according to (World Bank, 2018)
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It is clear from the graph that in the long run, EU countries are best conducting in the area of
“regulatory quality” and “voice and accountability”. A slightly worse level was recorded in EU
countries for indicators “rule of law” and “government effectiveness”. The worst level is reached by
EU countries in indicators ,,control of corruption® and ,,political stability*.

Secondary was made the evaluation of Good Governance in EU countries the years 1996, 2007 and
2017 by usage of TOPSIS method. The weights of the criteria - aggregate governance indicators -
were chosen the same and have maximization character. The results are ordered according to the
relative distance indicator with values from 0 to 1. The EU countries are ranked from the best to the
worst.

In the year 1996 the best positions occupied Netherlands, Denmark, Luxembourg, Finland and
Sweden. On the worst positions placed Slovakia, Latvia, Romania, Bulgaria and Croatia. Czech
Republic was placed on the 16. position, see table 1.

Table 1 Evaluation of EU countries according to the Good Governance by usage of TOPSIS
(1996)

Relative Relative
Position Country Distance Position Country Distance
Indicator Indicator
1 Netherlands 0.96 15 Spain 0.66
2 Denmark 0.96 16 Czech Republic 0.65
3 Luxembourg 0.95 17 Italy 0.65
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4 Finland 0.94 18 Cyprus 0.65
5 Sweden 0.93 19 Hungary 0.63
6 Austria 0.92 20 Poland 0.58
7 Ireland 0.88 21 Estonia 0.55
8 Germany 0.88 22 Greece 0.54
9 United Kingdom 0.84 23 Lithuania 0.50
10 Belgium 0.83 24 Slovakia 0.44
11 Portugal 0.82 25 Latvia 0.40
12 Slovenia 0.75 26 Romania 0.23
13 France 0.75 27 Bulgaria 0.17
14 Malta 0.70 28 Croatia 0.09

Source: Author’s processing according to (World Bank, 2018)

In the year 2007 the best positions occupied Finland, Sweden, Austria, Denmark and Luxembourg.
On the worst positions placed Poland, Italy, Croatia, Bulgaria and Romania. Czech Republic occupied
17. position, see figure 2.

Table 2 Evaluation of EU countries according to the Good Governance by usage of TOPSIS

(2007)

Relative Relative

Position Country Distance Position Country Distance
Indicator Indicator

1 Finland 0.94 15 Estonia 0.60

2 Sweden 0.94 16 Cyprus 0.60

3 Austria 0.93 17 Czech Republic 0.56

4 Denmark 0.92 18 Hungary 0.54

5 Luxembourg 0.91 19 Slovakia 0.51

6 Ireland 0.88 20 Lithuania 0.47

7 Germany 0.80 21 Spain 0.46

8 Netherlands 0.77 22 Greece 0.42

9 Malta 0.76 23 Latvia 0.41

10 Belgium 0.72 24 Poland 0.38

11 United Kingdom 0.70 25 Italy 0.36

12 France 0.66 26 Croatia 0.32

13 Slovenia 0.65 27 Bulgaria 0.20

14 Portugal 0.63 28 Romania 0.12

Source: Author’s processing according to (World Bank, 2018)

In the year 2017 were on the top positions Luxembourg, Finland, Sweden, Netherlands and Austria
and on the worst positions Croatia, Italy, Bulgaria, Greece and Romania. Czech Republic moved on
the 14. position, see table 3.

Table 3 Evaluation of EU countries according to the Good Governance by usage of TOPSIS

(2017)

Relative Relative

Position Country Distance Position Country Distance
Indicator Indicator

1 Luxembourg 0.93 15 Slovenia 0.60

2 Finland 0.92 16 France 0.59

3 Sweden 0.87 17 Cyprus 0.56

4 Netherlands 0.85 18 Lithuania 0.55

5 Austria 0.85 19 Latvia 0.49

6 Denmark 0.81 20 Spain 0.48
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7 Ireland 0.80 21 Slovakia 0.47
8 Germany 0.73 22 Poland 0.45
9 Malta 0.71 23 Hungary 0.39
10 Portugal 0.71 24 Croatia 0.37
11 Estonia 0.68 25 Italy 0.34
12 United Kingdom 0.66 26 Bulgaria 0.23
13 Belgium 0.65 27 Greece 0.19
14 Czech Republic 0.62 28 Romania 0.15

Source: Author’s processing according to (World Bank, 2018)

Although the ranking of EU countries vary in individual years, it is possible to notice that the best
and worst positions are constantly rotated by the same countries. Therefore, a comparison of the
development of the EU countries' rankings in individual years was made, see figure 2. There is a clear
view of the evolution of the EU countries' rankings over the reporting period. It is obvious that the
top positions are occupied by mainly by Finland, Sweden, Luxembourg, Austria and Denmark.
Steadily worst rated countries include Croatia, Romania and Bulgaria.

Figure 2 Position of EU countries according to the Good Governance development.
Source: (World Bank, 2018)
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4 Discussion

In the reports dealing the performance of economic sectors of countries is nowadays frequently used
the displaying of the rankings of countries according to the achieved performance in individual
branches. For example, on the World Bank pages we can see the rankings of countries according the
performance in Good Governance (WGI), on United Nations pages is presented the ranking of
countries according to the eGovernment Development Index (EDGI), see UNPACS (2018). Scientific
work is also dealing with this issue, see Dincer (2011), Kuncovéa (2012), Charron (2015) or Ardielli
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and Halaskova (2015b). Madzova, Sajnoski and Davcev (2013) evaluated the level of Good
Governance in West Balkans countries based on WGI. Government performance in EU countries
based partly on selected WGI was also evaluated in the study of EUPACK, see European Commission
(2018). There are used and compared in EU countries the values of the Voice and accountability
index, Control of corruption index, Regulatory quality index and Rule of law index in selected year
2013. The ranking of EU countries was performed for every index separately and the evaluation was
limited to two reference years 2013 and 2016.

The main contribution of this paper is the mapping of the development of Good Governance in
individual EU countries in long-term and the identification of the main causes of this development.
In the presented article there was offered the option of processing the data using MCDM methods,
namely the method TOPSIS. Multi-criteria analysis of variants allows the evaluation of final number
of variants according to the final number of different criteria. The benefit of this research is the
performing of a ranking of EU countries with regard to Good Governance level in long term (years
1996, 2007 and 2017) and the more accurate WGI processing than simply averaging or adding of
indicators to the overall indicator.

As a result, countries are ranked according to the Good Governance level in the selected years. The
research showed, that there are EU countries that reach in long-term the high levels of monitored
indicators as Finland, Sweden, Luxembourg, Austria and Denmark. The public administration is
functioning in these countries well in terms of Good Governance. The Scandinavian countries —
Denmark, Finland, Sweden - and also Luxembourg, and Austria belong to countries with advanced,
well-functioning and effective public administration. These are politically stable countries, with an
excellent regulatory environment, transparent public administration, and quality legislation. They
achieved very good results in all aggregated indicators of World Bank long-term. Interesting is the
position of the Netherlands, which in 1996 occupied the first position within the EU countries, but in
2007 it moved to the 8th position. In 2017 it occupied the 4th position. However in long-term
Netherlands have been among the top 10 countries in the world with the best Good Governance. Quite
stable and still very good results in Good Governance achieved Ireland, United Kingdom, Germany,
Belgium and Portugal. In recent years, their results have been exacerbated by a reduction in political
stability indicators due to terrorist threats. Malta and Estonia are countries that have made tremendous
progress in Good Governance in the last two decades. This positive development may be due to the
development of eGovernment and eServices in these countries and an emphasis on open public
administration. France, Slovenia, Czech Republic, Cyprus, Lithuania, Latvia and Spain are countries
with average Good Governance across EU countries. Worst achievement in these countries is mainly
due to decreased security — terrorist attacks (France, Cyprus, Spain) or due to decreased transparency
(Czech Republic, Lithuania, Latvia). On contrary there are EU countries that are lagging behind in
Good Governance as Greece, Romania and Bulgaria and improving the situation in these countries
will require more extensive public administration reforms. Corruption and poor quality regulations is
a major problem in these countries. Not very good results were also achieved by Slovakia, Poland,
Hungary, Croatia and Italy because of the poor transparency and legislation. These results are
consistent with the outputs of EUPACK report, see European Commission (2018). According this
report the Scandinavian countries Denmark, Finland and Sweden are the best performing countries in
the EU in overall assessment of public administration performance. Netherlands, the United Kingdom
(UK), Estonia, Austria, Ireland, Luxembourg, Germany and France are then closely following behind.
In contrast, the highest need for administrative improvement appears in Romania, Greece, Croatia
and Bulgaria but also in Italy, Cyprus, Hungary and Slovakia.

According to the results achieved, TOPSIS method was confirmed as suitable tool for evaluation. The
topic for further research should be the verification of outputs using another MCDM method and
documenting the development in individual years from 1996 to 2017.
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6 Conclusion

The paper was aimed on the long-term evaluation of the Good Governance development in EU
countries. The evaluation of Good Governance is very topical nowadays and it is also closely
monitored in European economies. An important role in the evaluation of Good Governance plays
World Bank that is processing the Worldwide Governance Indicators for every individual country
(for over 200 countries and territories) over the period 1996 — 2017. The outcome of this research is
the evaluation of the development of EU countries according to Good Governance level using the
WGl in long-term and the assessing of the development of individual countries' placement in the years
1996, 2007 and 2017.

The evaluation was processed by usage of TOPSIS method, which is very suitable in case of ordering
of individual variants according to selected criteria. The result of this research is the finding, how the
individual EU countries are placed according to the Good Governance level within the ranking in the
selected years. Which are the most successful in the long run and which have been placed on the tail
long term (lagging behind) and what are the main causes of the changes.

TOPSIS method appeared to be an appropriate solution for determining the ranking of EU countries
by government performance, using 6 aggregate indicators of World Bank database as it is not a mere
average nor a mere sum of these values. When crating the final order of variants the TOPSIS method
takes into account the distance from the ideal and basal variant and the variability of the values.
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Differences between Czech and French Financial Law and Financial Science

Richard Bartes

Abstract

The paper focuses on the comparison between Czech financial law and French financial law with
regard to the discipline of public finance. The principal objective of the paper is to analyze main
characteristics of the discipline of the financial law in the Czech Republic and in France and to
present their differences. For this reason, the analytical, comparative and descriptive methods were
used to write this paper and to fulfil its objective. A descriptive method is used for a presentation of
French and Czech conception of the financial law, or rather the conception of public finance.
Afterwards, the comparative method is applied for a comparison and an emphasis on differences in
French and Czech financial law. Owing to the analytical method is possible to gain required results
concerned to global distinctions between French and Czech system of the financial law. As for results,
it is necessary to mention the accomplished analysis of comparison of financial law in the Czech
Republic and in France. In the paper, there are presented crucial differences between Czech and
French financial law.

Keywords: Financial law, France, public finance
JEL Classification: K19, H39, H70

1 Introduction

Economy, (financial) law or public finance — several individual disciplines that have the intersection.
It is not a coincidence that there are conferences like “Interaction of Law and Economic” or else
similar ones. Within every opportunity, it could be found a lot of interesting and inspiring connections,
combinations, benefits or enrichments both for a practice and a theory. The society has to discuss
questions of revenue (e.g. issue of taxes) and expenditure (e.g. issue of mandatory expenditure). These
questions are usually political questions but also they should be considered with respect to economic,
juridical and social aspects. For this reason, Paul-Marie Gaudemet noticed that the discipline of public
finances that is the discipline of crossroads (Gaudemet, Molinier, 1996: 22)

It is possible (and necessary too) to distinguish among more conceptions of public finance. In general,
there are the Anglo-Saxon, German and French conceptions of public finance. It cannot be ruled out
more conceptions or rather philosophies, but in the first place, it is about their social and scientific
acceptance. Unfortunately, nowadays terms as “financial law” or “public finance” are used
promiscue, just as terms like “money” or “finance”. In fact, it does not matter which conception of
public finance (or rather financial law) we are interested in, because these conceptions have these
mentioned terms in common.

The reason why the author has chosen the French conception of public finance as a base for his
scientific research (and for the paper as well) is the fact that the French conception of public finance
is not only very interesting (and not researched yet) but also it is a source of an inspiration for another
countries.

The example of such a country is Poland, which has adopted a modified performance budget model
according to the French model. Another Polish example is an establishment of RIO (i.e. in Polish
“regionalna izba obrachunkowa”) which is the control, or rather supervisory authority in the sector of
public finance again according to the French model. One more Polish example of the inspiration of
the French model of (financial) law is the structure of territorial self-government and its financing.
These few examples show that the French conception of public finance or rather some of its elements
may be an interesting source of inspiration for Central and Eastern European countries.
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The objective of the paper is to analyze main characteristics of the discipline of the financial law in
the Czech Republic and in France and to present their differences.

Here we may formulate hypothesis as follows: The discipline of the financial law has different contain
in the Czech Republic and in France. To confirm or to disprove this hypothesis, the author uses
appropriate methodology and methods working on verification or falsification.

2 Material and Methods

Regarding to the scientific public finance literature, it is necessary to base on the French scientific
literature. Nowadays, the most important French authors are considered Michel Bouvier, Joél
Molinier, Marie-Christine Esclassan or Alain Lambert. In the past, authors as Paul-Marie Gaudemet,
Jean-Pierre Lassalle or Gaston Jéze could be mentioned. It cannot be missed out the Polish scientific
literature, which is close to the Czech scientific literature and in many cases derives inspiration from
the French conception of public finance.

In this respect, more foreign authors could be mentioned. Just name a few, Eugeniusz Ruskowski or
Mariola Lemonnier can be presented as fundamental Polish authors occupying with the French
conception of public finance. In Romania (which is also influenced by the French financial science),
Dan Drosu Saguna represents scientific followers of the French conception of public finance.

To fulfil the aim of the paper, which is determined in the introduction, analytical, comparative and
descriptive methods were used. First, it is necessary to use a descriptive method for a presentation of
the French and the Czech conception of the financial law, or rather the conception of public finance.
Afterwards, the comparative method is important for a comparison and an emphasis on differences in
the French and the Czech financial law. Owing to the analytical method is possible to gain required
results concerned to global distinctions between French and Czech system of the financial law.

3 Results and Discussion

Within the chapter “Results and Discussion” is necessary to clarify selected crucial terms and to
explain their historical and factual context. Generally, the financial law provides legal regulation of
various activities in the public finance discipline. That is why these terms cannot be confused.
Ultimately, the financial law is strictly a juridical discipline, but the public finance is both a juridical
discipline and discipline of economic. Therefore, the discipline of public finance is a wider (than the
financial law) and interdisciplinary discipline.

First, it will be presented the financial law and its systemic structure in the Czech Republic and in
France. The paper does not forget to present an evolution of the financial law in these countries.

Within the second subsection, there are presented conceptions of public finance, which are used in
the world and countries, which were influenced by these conceptions.

In the third subsection, the French conception of public finances is presented with regard to its
structure and the essence of functioning.

3.1 Financial law in the Czech Republic and in France

The financial law is the youngest branch of law in the Czech Republic. Originally, the financial law
was part of the administrative law and it was separated in the 1920s. The financial law belongs to the
public law, which is characterized, beside other things, by unequal status of its subjects. The
(prevailing) public character of the financial law is influenced by the character of object of the
financial law and by methods of legal regulation of the financial law. The main task of the financial
law is to regulate public finance and social relations related with the discipline of public finance.
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According to the school of financial law in Brno, the financial law is divided into the fiscal and non-
fiscal part. (Mrkyvka, Patizkova, 2009, 51-53) Whereas the fiscal part is engaged in the regulation of
public finance, the non-fiscal part is occupied with the regulation of financial activity and funds. For
this reason primarily the budgetary law, the tax law and the law of public expenditure belong to the
fiscal part of the financial law in the Czech Republic. For example, the monetary law, the bank law,
the hallmark law, the insurance law or the law of financial (capital) market constitute the non-fiscal
part of the financial law in the Czech Republic..

In France, there are several differences compared to the Czech financial law. First, it is a
terminological distinction - it should not speak about “financial law” but about “public financial law”.
This terminological issue affects countries and theirs financial science that are influenced by the
French conception of public finance. For example, the Romanian financial lawyer Dan Drosu Saguna
has called his works concerning the financial law as “Drept financiar public”, i.e. according to the
French model. (Saguna, 2017)

Paul-Marie Gaudemet has defined the public financial law as “the branch of public law whose purpose
is the study or rules and operations relating to public means”. (Gaudemet, Molinier, 1996: 22)
According to Paul-Marie Gaudemet, just public means are the main feature of public finance.

The French public financial law does not contain the fiscal and non-fiscal part as the Czech financial
law contains. Compared to that, the French public financial law means only a legal regulation of
public finance. (Bouvier, Esclassan, Lassale, 2017: 169) Therefore, it could be concluded, that the
French public financial law resembles more the Czech fiscal part of the financial law than the Czech
financial law as a whole.

Another difference between the Czech conception (or more precisely legal construction of legal
norms) of financial law and the French public financial law consist in the codification of this branch
of law. The Czech financial law is not codifiable, it means that legal norms of the Czech financial law
(and its subsystems) are fragmented (e.g. each tax has an individual act). If we focus on France, we
could see the situation exactly opposite. France is the exemplary country typical of its codification
across the legal regulation of the country (Bartes, 2018: 146). In France, as regards the public financial
law (the tax law), there we can find the Code général des impéts (in English the Tax Code), which
contains both the substantive and the procedural legal norms of the French tax law.

On the contrary, the way in which the financial law was born in both countries is the same. In the
beginning, there was the administration law, which contained legal regulation of financial activities.
During the second half of 19" century in France, the public financial law was separated from the
administration law and Gaston Jeze introduce the new scientific discipline — the financial science. In
Czechoslovakia, an identical process took place in the first half of the 20" century and personalities
such as Karel Englis, Alois Rasin, Vilém Funk or Cyril Horacek can be mentioned.

The importance of the French public financial law in the world is given, for example, by the discovery
of VAT. The French financial community is rightly proud on it, it is frequently presented as another
French contribution to the world’s general progress similar to that of TGV or Airbus (Bartes, 2018:
10). Moreover, this global tax is an inspiration for many articles around the world, both for lawyers
(e.g. see Grmelova, 2018) and for economists (e.g. see Krajiak, Krzikallova, Bafinova, 2018).

Generally, different understanding of the term “financial law” in different countries in Europe is due
to the fact that this term, in Western Europe (for example England, France, etc.), corresponds rather
with the area of the financial markets, capital markets, commercial banking or insurance and
derivatives. Nevertheless, this area, in countries of Central and East Europe, belongs to the financial
law, or more precisely, belongs to the non-fiscal part of the financial law.

To sum up this subsection, differences between French public financial law and Czech financial law
consist in terminological dissimilarity, different scope of legal regulation object, possibility of
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codification and different internal system. And vice versa, the process of historical forming of the
financial law, or rather the financial science is identical in these countries.

3.2 Different conceptions of public finance in different countries

The term “public finance” has in essence the same substance in France and in the Czech Republic.
Differences could be found in the approach to the discipline of public finance, or rather in the right
grasp of this discipline. Whereas the French approach is an independent conception of public finance
employed around the world, the Czech approach to the discipline of public finance is a combination
of the Anglo-Saxon and German conception of public finance.

The French conception of public finance, sometimes also called as “the French School of Public
Finance” was influencing the Czechoslovak financial science during the First (Czechoslovak)
Republic. This influence is substantiated by mentions of Karel Engli§ on the French professor of
administrative and financial law Gaston Jéze who was one of the leading innovator the French
financial science in the second half of 19" century and therefore he is considered as the “father” of
the French public finance. Likewise, Karel Engli§, in his Financial Science, refers to the French
interpretations and approach involved in the formation of the French tax theory, or he demonstrates
and then compares selected aspects of the French budgetary law. (Engli§, 1929. 207, 217, 404)

The same situation was in Poland, which “scientifically” followed four countries — Germany, Austria,
Russia and France. The French inspiration and its impact on the current Polish legal and financial
science has been already mentioned in the introduction of the paper. Hypothetical, it cannot be
excluded an impact of the French conception of public finance on the Soviet financial law because of
a historical mutual influencing.

The German conception of public finance, sometimes also called as “the German School of Public
Finance”, had and irreplaceable influence in the Czech Republic, especially in the 1990s, for example
definitions of the object of multiples taxes could be found as identical. A typical characteristic of
these definitions was a rigid and terse manner of the legal construction of tax and its object, which
the Czech lawmaker relinquished afterwards. Many tax changes have taken place with an ensuing
development and the associated policy measures. Nowadays, the French conception of public finance
takes a leading position in countries of Maghreb (i.e. Morocco, Algeria, Tunisia and Libya) because
of an epoch of a colonialism, (fully or partially) francophone countries as Canada, Switzerland,
Belgium or Senegal.

The current Czech conception of public finance can be seen as a conglomerate of German and Anglo-
Saxon concepts of public finance. However, in the case of the contemporary Czech Republic, a certain
tendency towards the German model can still be seen, while in the case of Poland, it is rather the
French model.

3.3 The French conception of public finance

In most of countries, the financial law is one of many branches of law, which regulates public
activities related to finance. The French legal theory considers the public financial law only as a
regulation of very strict defined public finance. Other issues are left, for example, to a banking law or
to other branches of law such as public economic law. The important question is a position of the tax
law in France. The unity of the financial regulation is fulfilled and the legal theory does not accept an
independence of the tax law as the independent branch of law. The area of tax law is considered as an
inseparable part of the (French) public finance, which belongs to the public law.

The discipline of public finance is one of disciplines, which is subordinated to authorities of public
entities and is considered as a part of public affairs. The discipline of public finance is also considered
as an instrument of an execution of public duties. The legal regulation of mentioned issues guarantees,
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that the state has sufficient possibilities for the exercise of a “good administration” of public finance
and therefore state can forestall abusing of public finance.

On the grounds of this conception, Paul-Marie Gaudemet has classified following triad, or rather an
approach to the public financial law in France:

1) Regulation of public means and treating with these public means;
2) Regulation of financial planning;
3) Regulation of public financial transactions.

Ad 1) Regulation of public means and treating with these public means includes both the material and
formal regulation of production and using financial means regardless of their form or their
public/private law origin, but with regard to a character of these means deposited in funds and with
regard to their final use (i.e. intended objectives). This area is based on the public nature of the
monetary criterion associated with its creation and conditions of using laid down by public law. Paul-
Marie Gaudemet defines public means as follows: “Public means are means available to public or
private entities to carry out public authority tasks.” (Gaudemet, 2000, 43).

Regulations of public means transactions represent limits of their mobility, which includes their
organization and administration. Both their transactions and their regulation can be divided into
money transactions (i.g. incoming payments on the one hand, and their use on the other hand — public
expenditure). In other words, regulation of public means and treating with these public means includes
the regulation of public revenues, including taxes, fees, but also the issuance of state or municipal
bonds, the regulation of public expenditure includes mandatory expenditures. It also includes
administrative and control mechanisms and process.

Ad 2) Regulation of financial planning corresponds to the budgetary law, i.e. budgetary transactions.
It includes short, medium and long-term financial planning for the acquisition and use of public
means, the legislative process of budgetary acts and similar process concerned to other public budgets,
ensuring financial equilibrium, form, scope and process of public spending approval, public
accounting and administrative and accounting budget control.

This area also includes the new category of acts, which are the multi-annual finance planning acts that
were set out in the French Constitution amendment of June 2008. The main task of these acts is to
reach an equilibrium of public administration accounts.

Ad 3) Regulation of public financial transactions includes the regulation of transactions of public
(primarily state) budget and administration of state debt. The French theory of public finance and tax
law have a common principle of a unified approach to the legal regulation and reject a fragmentation
of the area concerned to both production and using of public means. (Gaudemet, 2000: 71)

With regard to point 1 to 3 and with regard to the comparison with the Czech public finance system,
it may be noted that, in particular, the point 2 (the French method of financial planning) is entirely
new to the functioning of the Czech discipline of public finance. The financial planning have more
methods. The method used in France is based on the performance budgeting which is nowadays
extended almost in 60 countries in the world. This method is also used in Poland or in Slovakia on
the local government level. The term “financial planning” is frequently replaced by the term “multi-
annual programming” which enables to avoid connotations with multi-annual planning of the socialist
system and with memories of central planning. The use of the term “programming” also enables to
emphasize the use of a modern management method borrowed from the private sector, which has not
yet been used in the public sector.

As it was written in the introduction of the paper, the discipline of public finance is the discipline of
crossroads. It is a crucial discipline that includes theoretical and intellectual issues about taxation on
the one hand, and issues that cannot be occupied without thinking about accounting principles on the
other hand. Because of the fact, that the discipline of public finance also includes everything related

42



to public budgets and the various controls on the use of public funds, this discipline opens up more
and more to new themes, such as the evaluation of public policies or the administration.

The discipline of public finance is the crossroads discipline, because it crosses (thanks to the
conditions of its intellectual origin) fields of law and economics, political science and philosophy.
Nowadays, management techniques and the world of managements take a growing place, without
erasing the essential importance of its legal aspects. Discipline of public finance is governed by public
law and by specific rules governing financial and accounting actions of public entities (drawing up
budgets and accounts, tax collection, controls).

Public finances are at the heart of the political decision, constitute one of the main instruments of
public action and express social choices. Public entities influence the economic growth, distribution
of resources and the development of the public sector through taxes and expenditures (e.g.
subventions). The scope of public finances increases with the scope of public intervention. Initially,
public finances were limited only to sovereign functions (e.g. justice, police etc.), but today public
finances concern all areas of public actions.

4 Conclusion

The presented paper was dealing with differences between Czech and French financial law. This fact
means that theoretical questions relating to the discipline of public finance (e.g. such as various
conceptions of public finance) were also solved. The principal objective of the paper was to analyze
main characteristics of discipline of the financial law (in the Czech Republic and in France) and to
present mutual identities and differences.

Having analysed first the Czech form and construction of the financial law and then the French form
and construction of the financial law, it can be noted that there are differences consisting in
terminological distinctions (i.e. for example the name of the discipline; the financial law and the
public financial law, or rather the law of public finance) and primarily in the diverse construction of
the content of this discipline in the Czech Republic and in France. Whereas the Czech financial law
contains two parts (fiscal part and non-fiscal part), the French public financial law contains just a part
corresponding with the fiscal part of the Czech financial law. For that reason, the discipline of the
Czech financial law incorporates more legal regulation than the French public financial law.

In the paper, there were also analysed general conceptions of public finance (i.e. Anglo-Saxon,
German and French conceptions), which are the most commonly used in the world. Differences of
various conceptions are caused by the diverse approach of Anglo-Saxon, German and French juridical
systems, which are expressed by different budgetary and tax systems, or a different allocation of
expenditure.

Therefore, | focused on (in my point of view) the most interesting issue — the French conception of
public finance — and | explained the essence, the structure of this conception. As a source for this
presentation, | used the text of Paul-Marie Gaudemet who was one of the most famous public law
professor in France.

In the conclusion, | can say that the objective of the paper (to analyse main characteristics of
disciplines of financial law in the Czech Republic and in France and to present their differences) was
fulfilled and the hypothesis given at the beginning was proved.
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Economical Efficiency Evaluation of Chosen Transport Companies
in the Czech Republic

JiFi Bedica, Roman Vavrek

Abstract

Obligation to ensure traffic serviceability is based on law of the Czech Republic no. 194/2010 Coll.
public services in transportation of passengers in the Czech Republic. The aim of this paper is to
economically evaluate operation of 18 transport companies providing services of public
transportation in areas of chosen cities in the Czech Republic. Transport companies were evaluated
using technique CV-TOPSIS, based on 7 chosen economical indicators (total incomes, total assets,
equity, current liabilities, outside capital and cash flow). These indicators were recalculated, to
homogenize chosen sample, per employee in each transport company. Reason for economical
research of transport companies is legal form of establishment and fact services provided in area of
transport serviceability belong to collectively provided public goods, which are not ensured enough
by market on the profit principle. Economic indicators were evaluated in 2001 — 2016, by ensuring
public transport, especially in areas of Statutory City of the Czech Republic. These Statutory Cities
are 100% founders of companies providing public transport in their territory and active members of
Association of Transport Companies of the Czech Republic.

Based on the results of processed analysis is lower efficiency by those transport companies that
ensured their services in the territory of larger cities (measured by the number of permanent
residents) and those that ensured public transport by combination of more means of public transport
— buses, trolleybuses, trams and metro in the case of capital city Prague. The paper information for
the readers cannot be only found results but also reflection on importance of incomes. Is the aim of
public established company to satisfy inhabitants using public transport primary or to achieve diction
of the legal subjectivity of the organization in a marked oriented national economy with the aim of
achieving of positive economic result? The authors of the paper believe neither of the views is, by
itself, correct.

Keywords: Czech Republic, transport companies, city, multi-criteria analysis, TOPSIS technique
JEL Classification: D24, E22, H32, H44, H59, L91, P35, R41

1 Introduction and review of literature

Transport routes to ensure services for inhabitants in defined territory. But transport is, primarily,
service as old as humanity itself. It has developed from primitive transport of cargo to nowadays
relatively fast and comfortable transport of passengers and cargo. Transport itself does not produce
any goods but humanity is dependent on its perfect function already many centuries and it is condition
for development of society, level and quality of living standard of population.

Eisler, Kunst and Orava (2011) put transport between technical and social — economical services that
can be public service. Ochrana at al. (2007) considers there is not only one definition of public service.
Public service is economic, respectively public goods economically. Ochrana (2007b) states public
services is often connected to externalities and inefficiency in spending public funds often leads to
lack of resources to ensure public services in full range and required quality. Simons (2009) deals
with problems arising from measurement of productivity in public services and states differences in
providing services by organizations in private and public section. Services are often more expansive
in public sector by reason of their collective consumption. As general rule, efficiency should be key
and universal doctrine of ambitious activity in market economy.
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The authors of the paper perceive concept of public service as the kind of service that is consumed by
public, is produced by public authorities and founding of the service is fully or partly from public
budget. There is existence of legal forms ensuring public services in the Czech Republic to reflection.
There are public organizations giving services on non — profit principles on one hand (e.g. education
or culture) and typically profit organizations providing public services on the other (Transport or
health). Therefore, one of the aim of this paper is to show economical results of organizations in
transport area with typical profit subjectivity by providing public services and founder is public
subject (Municipality).

The authors of the paper realise very well any expression of efficiency is limited in public services by
many specific factors. For example, absence of competition, setting of full price of service, or higher
performance motivation and responsibility for outcomes not only by management of organization but
by founder as well. Given factors of evaluation of efficiency generally distort and make it more
difficult, as many authors states, e.g. Leibstein (1996); Niskanen (1971); Lane (2000) or Dooren et
al. (2010). Nevertheless, theory offers many approaches allow to measure and evaluate efficiency of
outcomes and results of production process. These are usually ex post evaluation approaches in most
cases. Pursuant to the approaches it is possible, subsequently, professionally predict development and
effects of specific process and programs.

Litman (2014) draws attention to different possibilities of public transport funding and points out to
ensuring of long-term stability of funds in favour of development and improvement of public transport
and also to wide distribution of costs between inhabitants. It is logical to use different scientific
methods which evaluate and asses level of public services with future impact (e.g. investment in
purchase of new means of transport or development of infrastructure investment). These methods will
lead to use such indicators that will not evaluate only performance but effect in economic or social
field with paying attention to environmental sustainability too. Bruun and Vanderschuren (2017)
drawn to fact it is necessary better management of public funds, when they respond to statement of
Musgrave and Musgrave (1994) public goods are ensured publicly, if they are paid by public budget
and are for free or partly paid by individual consumer.

Mittwalllyova (2014) states to production of public services that one of the main sign of public service
is non-profit character and it must be subsidised by founder. If we accept this perspective, we can
divide public services to net public services or mixed public services which are partly paid from public
budget and partly by their users. This is the most common way of funding public transport in the
Czech Republic. Stiglitz (1997) stated that imbalance in public services market is usually result of
failure of private companies focusing their own interests (mostly to maximise profits) but not interests
of society (public good). The legal form of organizations, in public transport area explored by us, are
heading to it as well. All the explored transport companies are established by public subject but in
such legal form that should be primarily established to gain a profit and not to satisfy users. To justify
such legal form can be, for instance understanding of ReZzuchova (2010), she states provision of
services covers wider importance within the meaning ensuring, organization, regulation, check
an funding of specific public service.

Public transport in the Czech Republic is such transport, that is operated in pre-specified transport
(tariff) conditions and it is accessed to every taker from population without difference. It is organized
so called urban transport within larger cities (usually from 40K inhabitants) or agglomeration
(regional centres). A feature of public transport is its organization within pre-specified lines with firm
scheduling that creates net character in geographically bounded territory (most often municipalities
or regions). Transport services in the Czech Republic is addressed through the Public service act in
transport of passengers, national and regional plans and transport policy of the Czech Republic (2013,
p. 79)

Aim of this paper is economical evaluation of effectiveness of management of 18 chosen transport
companies established in profit legal form, they are established by local government (municipality)

46



to ensure traffic services in their territory. Each transport company and their operation are evaluated
in 2001 — 2016. The paper focus neither on other indexes nor specificities of economy in transport
services (regulatory state acting, rules of traffic, protection of competition, environmental protection,
regulatory matters in the field of safety and approval of building chosen infrastructure). Organizations
offering public transport are evaluated only from the economical point of view, it is efficiency counted
by seven laid down indexes through multicriterial analysis, in particular CV-TOPSIS technique.

2 Material and Methods

A wide range of transport companies ensure public transport in the Czech Republic, these companies
are usually members of Association of Transport companies of the Czech Republic. There are
evaluated 18 transport companies in this paper that are established by public subject (municipality)
and have typical profit legal form.

Necessary data of individual indexes were drawn from annual accounts 2001 — 2016, from balance,
the profit and loss account and cash flow. These data were available from company registration office
on official server of Czech Justice and Ministry of finance portal ISSP-MONITOR. Marianske
Lazne Transport Company was established in 2006, thus it was added to analysis in that year.

Economical evaluation of finance efficiency of chosen transport companies comes out from Czech
literature. In total, 7 indexes were evaluated by multicriterial analysis, except of result of management
in different forms (e.g. EBIT, EAT, ROA and other). Evaluated were: Total sales (I1), current assets
(12), total assets (13), equity (14), current Liabilities (I5), outside capital (16) and cash flow (17),
recounted to one employee of evaluated transport companies in 2001-2016 in Czech crowns. The
indexes were chosen according to recommendation of Czech literature focusing on evaluation of
private subject state in publication of Griinwald and Hole¢kova (2009), DluhoSova et al. (2010) or
Sedlacek (2011).

The sense of given indexes is to comprehensively capture efficiency of investigated transport
companies and evaluate their financial health. Chosen indexes are common indexes usually monitored
by profit legal form organizations. This criterion is met in chosen transport companies. Kislingerova
(2010) or Kraftova and PraSilova (2013) also recommend using these indexes to economical
evaluation of financial health of public established organizations.

Table 1 - Application of selected parameters in multi-discrimination analysis

Models Current | Short-term Total Own | Foreign Sales Cash

assets liabilities assets capital | capital flow
Altman X X X X X X -
Taffler X - X - X X -
Beerman - - X - - - X
IN 95 X X - - X X -
IN 99 X X X - X X -
IN 01 X X - - X X -
IN 05 X X - - X X -
Bonity index - - - - X - X
Springate X X X - - X -
Poznansky X X X - - - -
Virag and Hajda X X X - X - X

Source: Own processing

The above mentioned indexes were processed by CV-TOPSIS method. Gained result have been
submitted to statistical analysis including more test, for example Shapiro-Wilk test (normal allocating
of variables). Kruskal-Wallis test (mean). Levene test (homoskedasticity) or correlation and
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regression analysis for increasing of objectivity of processed analysis. Analysis was processed in MS
Excel, Statistic 13.4 and Statgraphics XXVII.

2.1 Determination of importance of chosen indexes

It was necessary to determine an importance of given indexes to enable simultaneous evaluation of
chosen transport companies, respectively, to determine weight significantly influence application of
chosen multicriterial method (Yalcin, Unlu, 2018). It was used more methods to set weight of each
indexes in combination with TOPSIS technique that Tzeng et al. (1998) divided into two basic
groups, i.e. subjective and objective methods. Subjective methods come out from individual
preferences of authors, whereas, objective methods set weight of indexes based on mathematical
models without any authors interference. As, it is not possible to set weight of each indexes according
to own view, respectively view of specialised literature (it is not uniform from the point of view
of finance index importance) objectives methods were used, for instance CRITIC, MW, SD,
IDOCRIW, CV, IDP or SVP methods. Use of these methods is supported by the group of authors
who described further these methods (e.g. Cereska et al. 2018, Yalcin, Unlu 2018, Singla et al. 2018).
It is used procedure of last mentioned author for this paper, with results given in figure one.

Figure 1 - Weights of used indicators calculated with the use of CV method
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Except of 2004, index 17 (cash flow per one employee) is the less important index among all, while
its weight did not reach 1 % ( in particular 0,5995 %) in the last observed year 2016. We evaluate this
fact positively because it shows balance of volume of current finance resources in evaluated transport
companies. We observe balance of all indexes across observed term (figure 1), this balance is distorted
by result of year 2005 in total asset index (13) per employee. Give weights are enter data for needs of
the paper for TOPSIS method that is calculated according to Vavrek, Kotuli¢, Adamisin (2015) and
Vavrek (2017). According to Liang et al. (2017), this method can provide reasonable alternatives for
practical applying of real time. Bhutia, Phipon (2012), Milani, Shanian, El-Lahham (2008), Pavic,
Novoselac (2013), focus more close to TOPSIS method, while its use can be found in more areas, e.g.
evaluation of tourism (Yin et al., 2017), theatres (Ardielli, Becica, 2018), transport (MArkovic et al.,
2017), agriculture (Seyedmohammadi et al., 2018), evaluation of providers of cloud services
(Radulescu, Radulescu, 2017) or subject evaluation of local government (Vavrek, Adamisin, Kotuli¢,
2017; Vavrek, 2017).
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3 Results

Figure no. 2 shows results of above mentioned indexes (11-17) by 18 transport companies established
by public subject in typical profit legal form in 2001 — 2016.

Figure 2 - Total results of CV-TOPSIS method for period of years 2001 — 2016
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Great differences are demonstrated year on year in the results of analysed years (2001 — 2016). High
variability is caused, in particular, by existence of outliers, or extreme values, on both sides of result
spectrum, where only the presence of these outliers meant rejection of hypothesis of normal result
distribution. The best found value, in absolute expression, can be seen, e.i. total evaluation of
efficiency in 2007 and 2001. In this period, the worst results were reached too, of which result was
the biggest heterogeneity of result of examined sample. There is fluctuation of result values year on
year, after 2008, there is gradually growth and there is slight decline of found values since 2013.

Figure 3 - Confirmed linear relation between results of CV-TOPSIS method for period of years
2001 - 2016
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The value of mean did not prove, e.i. median (W = 166,895, p < 0,01), which was already indicated
in results of chart no. 2. Significant linear relation (o. = 0,05) between result of every year shows chart
no. 3, according to this chart it is possible to divide researched period into two parts. First part, 2001
— 20086, the results are different and their linear dependence is rare maximal medium. In the second
part, 2007 — 2016, the numbers of correlations increase as well as their intensity.
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Table no. 2 shows us specific placement of evaluated transport companies, it is necessary to take into
account a structure of absolute results of CV-TOPSIS method, given above. Even small differences
in indexes (11-17) caused significant changes in total placement of transport companies.

Table 2 - Ranking of transport companies within entire monitored period

Transport company of the city/cities Average Median The best The worst

Prague 17,31 17 16 18
Karlovy Vary 7,75 75 3 13
Chomutov and Jirkov 11,31 11,5 4 15
Liberec and Jablonec nad Nisou 14,63 15 3 18
Most and Litvinov 12,13 12 6 17
Brno 5,38 4,5 1 13
Ceské Budgjovice 9,56 10 1 16
Dééin 3,25 2,5 1 11
Hradce Kralové 6,00 45 1 16
Jihlava 12,44 15 1 17
Olomouc 9,25 9 5 15
Pardubice 8,63 8,5 4 15
Usti nad Labem 9,69 9 1 17
Ostrava 10,06 10,5 1 17
Zlin-Otrokovice 5,06 3,5 1 12
Marianské Lazné 9,82 9 6 16
Opava 4,31 4 1 15
Plzeii 11,88 12,5 2 17

Source: Own processing

Total position of each transport company is in table no. 2. In the table, we can see 18 evaluated
companies in period 2001 — 2016. 9 companies out of total 18 placed, at least in one year, in first
place, e.i. 50 %. Majority part companies but also noted placing at the end of scale. Transport
company of DéCin can be marked as economically most efficient company in given period. It was,
except of 2001, always placed among first 6 best evaluated companies, while it had the best evaluation
in the last six years (2011 — 2016).

We can also state, based on analysis, among each year we can watch significant differences in result
structure, respectively in absolute evaluation of efficiency and whilst at the same time, except of 2
subjects (Transport company of D&Cin, Transport company of capital city Prague) it is not possible to
identify subject with stable placement.

4 Discussion

Transport was, is and always will be momentum of development in life of all nations. Nowadays,
people cannot imagine life without transport, means of transport and sufficient transport
infrastructure. Transport belongs among fastest developing sectors of national economies in
developed countries. Growth of this branch is driven by personal motoring (Buehler, 2018) or by
technological and social changes within ensuring of user’s mobility (Shaheen and Cohen 2018). The
result of fast development is negative environmental impacts (Bruun and Vanderschuren, 2017).
Many government representatives (states, regions, municipalities) try to solve this negative impact by
implementing new rules, aiming to reduce this precipitous development of personal motoring (parking
zones, ban on some categories of vehicles damaging environment into historical city centre) in favour
to boost function of public transport.

The evaluation of economy efficiency functioning of organizations ensuring public services is very
actual question and it is not important, who is founder, in context of 21% century, as regards to lack
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of funds and presses to increase quality of public services. Lower efficiency was found by transport
companies of larger cities and municipalities ensuring public transport through combination of
different more ecological means of transport (metro, trams, trolleybus) in contrary to municipalities
with only bus public transport. It follows that, the appeal to impact of public transport on the
environment and diversity of means of transport increase not only operating costs of public transport
(number of employees, technical equipments, energy consumption, wages) but necessary investments
into development of infrastructure (metro, trams) from public funds too.

Sheurer (2016) concluded similar results. He evaluated public transport in 19 metropolitan regions in
developed countries. In his analysis we can see the difference of costs of cities with trams and buses
and cities with buses only. We can agree on results of Galvan, Cantillo and Arellana’s (2016) work,
that environmental protection and connected ecological operation of means of transport is considered
by common population as important decision until they compare purchasing and operating costs of
such means of transport.

It comes out, from made economical evaluation of 18 transport companies in the Czech Republic,
established by public subject (Municipality), in general, worst results are documented by transport
companies with bigger number of lines and denser network of stops to comparable unit. Inhabitants
of larger cities of the Czech Republic (Prague, Brno, Ostrava) take as matter of course and standard
service denser network of stops, but increasing number of lines nad stops decrease economical results
of companies(see made analysis). Foell et al. (2016) had similar results, they measured regularity of
using of individual lines of public transport in Lisbon, Portugal. We can agree with the argument of
Wright's (2015) work, there is public transport from the point of view of public service realized better
in larger city areas of Europe, which is in the public interest of representatives of municipalities, but
usually directly contradicts to achieved economical results. It is a question, whether we evaluate,
during evaluation of transport companies, public service itself or economical results or both and in
what proportion. The authors of this paper do not know right answer to this question, but they consider
it is the minimum necessary to be compared, show differences (even if they are minimal), and try to
find new and new possibilities how to improve services. As regards of scope of this paper, content of
this paper was only economical evaluation of efficiency of mentioned transport companies.

5 Conclusion

It can be state, that there are different tradition and legal condition od funds and regulation of public
transport in different countries. In some countries, the transport is operated on a commercial basis,
somewhere are some forms of transport local and regional, ordered by public law subject and funded
by public money, as in the Czech Republic.

Figure 4 — Ranking based on average and median values for period of years 2001 — 2016
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Multicriterial analysis was matter of this paper that evaluated economical efficiency of sample of 18
transport companies established as profit legal form by founder (municipality) in 2001 — 2016. The
companies were evaluated according to 7 above mentioned economical indexes. These indexes were
used as enter data for CV-TOPSIS method. Following the results of the paper it can be state, there are
significant differences among observed years in the structure of result, respectively in absolute
evaluation of economical efficiency. De¢in Transport company was evaluated the best, from analysed
companies, and Transport company of Capital city Prague the worst.

We can use comment of Li et al. (2017), to typical profit legal form of evaluated transport companies
(even if founder is public subject), mentioned in introduction of this paper, that state: transport users
usually requires often service in wide network, but funding and other sources are restricted, it creates
complicated relationships between set political aims, efficiency of service and aims of business
efficiency. That is it what this paper tried to partly show.
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Direct Elections of Mayors (Lord Mayors) and Governors and Their Possible
Impact on the Performance of Public Administration

Vladimir Cechak

Abstract

This paper is dedicated to the issue of one of the means and forms for direct democracy, i.e. “direct
elections” of mayors and governors, and the possibilities and limits to its implementation in the
existing system of elections in the municipalities and regions of the Czech Republic. From the point
of view of the direct election of mayors (lord mayors) and governors, attention usually focusses on
the change in the status of directly elected mayors (governors) in relation to the municipal (regional)
council, the matter of “strengthening” their mandate and the necessity of explicitly defining their
(exclusive) jurisdiction. The problem also arises in association with the method of “dismissing”
directly elected mayors (governors) from office. Their dismissal by the municipal (regional) council
would be at odds with the principle of the direct election. A further section of this paper is dedicated
to the option of using the experience from those states which already have direct mayoral elections,
especially the legislative regulation of the direct mayoral elections in Slovakia.

Keywords: Constitution, constitutional law, direct democracy, direct election of mayors/governors,
municipal/regional council, local/regional/ referendum

JEL Classification: K390

1 Introduction

Questions associated with the forms of direct democracy are nothing in new or exceptional in
reflections on the development and quality of democracy, especially when it comes to reflections on
the democratisation of public administration. It is possible to come across them throughout the
development of the reflections on the extension and “improvement” of democracy not only in the
Czech Republic, but also in a number of other, not only European, countries. Their fundamental
common feature is usually an implicit precondition which can be expressed with some simplification
by means of the thesis that “the more elements and forms of “direct democracy” there are, the better
the quality of the democracy is as a whole.” The same is also emphasised in association with the
question of the democratisation of public administration.

It is possible to come across explicit statements as to the fact that the strengthening of the elements
of “direct democracy” constitutes a substantial strengthening and extension of democracy in the
“clarifications” of the submitters of the draft constitutional laws aimed at the introduction of direct
elections of mayors (lord mayors) and governors which were submitted to parliament prior to the
municipal council elections in 2018 and it can be expected that we will also come across their analogy
in association with the elections to the regional councils (the direct election of governors) next year,
as well as in association with the elections to municipal councils in 2022. It is also not possible to
ignore the fact that the direct election of mayors (lord mayors) and governors is the mainstay of the
Direct Democracy Party’s (Strana Pfimé Demokracie) program, whose preference according to the
latest poll by the Kantor agency has risen significantly and had even reached 10.5% in the last week
of May of this year. Other political parties have also devoted themselves to this issue.

It would therefore be suitable and probably also expedient to devote more attention to the definition
of the term democracy, as well as to the question of the relationship between “direct” and “indirect”
(representative) democracy from the point of view of the expansion and increased quality of
democracy and the ways of using the means of direct democracy in increasing the democratisation of
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public administration. * However, we will only limit ourselves in this regard to stating that despite all
the ongoing discussions about democracy, there is still no unequivocal definition of this exceptionally
important term, not only from the point of view of legal or, especially, political-science reflections on
the topic, but also for sociological reflections.? It is possible to state that consensus generally exists
as far as the basic principles and basic characteristics of democracy are concerned. Even in this case,
however, this sometimes involves more of a substantially developed verbal description than a
relatively exact definition. One very often finds lists (usually incomplete) of the fundamental
characteristics of democracy (or a democratic state), the breach of which (or the non-compliance with
which, if they take the form of standards) is considered to constitute a breach of or a threat to
democracy itself and to the essence of the democratic state. Significantly inspirational reflections on
this topic, but also on issues pertaining to the area of the “strengthening” of democracy, can be found
in the admittedly older, but for all that still interesting work of Karl J. Newman published in 1965.3

2 The goal and means of its implementation

The goal of the paper is an elementary analysis of the current key considerations of mainly political
entities (usually reflected in parliamentary proposals) regarding the possibility of introducing direct
election of mayors and governors (see mentioned parliamentary press). The procedure (method) for
realization of mentioned intention implementation of is based on an analysis of proposed methods of
direct election of mayors and governors and the relation of these proposals to current legislation. The
starting point for this analysis is a thorough analysis of the proposed legislative regulation by the
respective parliamentary clubs. The goal of analysis is also to identify basic changes in the position
of mayors and governors, their competencies and powers, and especially their relationship to other
local authorities, especially municipal (regional) councils and municipal (regional) boards.

All proposals submitted so far for the introduction of direct election of mayors and governors require
either the establishment of direct election either directly in the Constitution (proposals for relevant
formulations of constitutional amendments are given in the next part of this paper) or require the
direct election to be regulated by a separate constitutional act. As the analysis of these proposals
shows, especially analysis of “justification” of mentioned proposals, almost all introduce as
fundamental reasons of direct election of these officials strengthening of democratization and
substantial increase in transparency of public administration. It is shown below that the arguments
put forward in support of these "reasons" are, in many respects, more or less hypothetical.

In the following text is used a comparison of the individual argumentation-procedures, which can be
found in the above mentioned legislative proposals, and also a comparison of the arguments currently
used (i.e. in 2018) with the ways of justifying the direct choice of mayors and governors used in the
previous period. Paper also include consideration of the possibility of using foreign experience
regarding the above mentioned direct election of officials of the self-government.

The issue of direct election of mayors and governors, in particular its impact on the real performance
of territorial self-government and state administration performed by territorial self-government
bodies, is in Czech literature given a rather marginal attention. These are essays of Z. Dostal [1] and
R. Perlin [6], [7]. However, these essays are already not “brand new” (2004). Newer arguments

1 The term "local" and "regional™ referendum, which is regulated in the existing legislation, is very often used in the context
of the strengthening of the democratisation of public administration in addition to the direct election of mayors (lord mayors)
and governors (Act no. 22/2004 Coll. and Act no. 118/2010 Coll.). In association with the possible realisation of the direct
election of mayors (lord mayors) and governors, however, it would be necessary to amend (at least partially) both the
aforementioned Acts.

2 FILIP, I., SVATON, I., ZIMEK, 1. Zdklady statovédy (Brmo, MU, 2000, pg. 111) The authors state in the publication that
there are more than three hundred definitions and interpretations of the term democracy. It is possible to expect that this number
has increased further during the last 18 years.

3 NEWMAN K. J. Zerstérung und Selbstzerstorung der Demokratie (Europa 1918 — 1938), Kiepenheuer & Witsch, Kdln,
Berlin 1965.
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justifying the rationality of direct election can be found in the “justification" of parliamentary
proposals of bill that direct this election regulates (see [14], [15]). The analysis presented below shows
that in many cases this argumentation is more or less vague.

3 Direct election of mayors — the democratisation and transparency of public administration

The “operational” definition of the term democracy, i.e. the kind of definition which would enable
one to judge or to unequivocally state whether this or that measure (standard, law, political decision)
constitutes an expansion, an improvement or the development of democracy, is not yet available. This
is precisely one of the reasons why discussions as to whether the implementation of this or that
element of “direct democracy” is of benefit to the expansion of democracy may be interesting and
beneficial, but they are unlikely to lead to an unequivocal conclusion. Approximately the same can
be said about the issue of the development of the process of strengthening the democratisation of
public administration with certain specific characteristics. Apart from the “democratic” elections of
local and regional councils, the principle of “increasing the participation of citizens in the performance
of administrative activities” is usually stated in association with the democratisation of public
administration. The concretisation of these more or less declarative principles usually focuses on the
participation of citizens in the activities of various commissions or advisory and “ancillary” bodies
established by the local (regional) self-government and active participation in the events which these
councils organise.

The basic principles of democracy, especially as far as the exercising of state power is concerned, are
especially contained in Chapter I, articles (1)-(6) and article (8) (very often quoted in recent times) of
our constitution. The most critical is especially considered to be article (2), paragraph (1) which states
that “The people are the source of all state power; they exercise said power via the bodies of
legislative, executive and judicial power.” Paragraph (2) of the same article states that “A

constitutional law may designate when the people execute state power directly”.*

It can therefore be stated in principle that the current wording of the Constitution does not rule out
the implementation of the elements of direct democracy in our system of executive power.® It falls
within the power of the legislator to regulate the scope and method of the performance of these forms
of direct democracy.

During the course of the last fifteen years, there have been a number of proposals for the expansion
of these means of direct democracy, for example in 20076, when a group of parliamentarians
submitted a draft Constitutional National Referendum Act’. The option of introducing the direct
election of mayors in “small municipalities” was also considered in association with preparation of
the municipal council elections in 2014.

As far as “general” (national) referendums are concerned, this is without doubt one of or perhaps the
most discussed, but the least used means of direct democracy. In the case of the direct election of
mayors (lord mayors) and governors, the question is whether this can be unequivocally and fully
included under the term of direct democracy, despite the fact that this usually occurs. The (direct)
election of mayors or governors, as also applies to any other direct elections, enables the voter (the

4 All of the Constitutions of the Czechoslovak Republic listed the people as the "source™ or the "bearer” of state power. The
Constitution of the Czechoslovak Republic dating from 1920 states that "The people are the sole source of all state power in
the Czechoslovak Republic." (Chapter 1, section 1, paragraph 1) (see Gronsky, J., Hiebejk, J. Dokumenty k Gstavnimu vyvoji
Ceskoslovenska. Prague. Karolinum, 1999, pg. 39) The Constitution of 9™ May 1948 states that "The people are the only source
of all power in the state." (Article 1, paragraph 1) (see Gronsky, J., Hiebejk, J. Dokumenty k tstavnimu vjvoji Ceskoslovenska.
Prague. Karolinum, 1999, pg. 243) The Constitution of the Czechoslovak Socialist Republic of 1960 states that "All power in
the Czechoslovak Socialist Republic belongs to the working people." (Chapter 1, article 2, paragraph 1) (see Gronsky, J.,
Hiebejk, J. Dokumenty k tstavnimu vyvoji Ceskoslovenska. Prague. Karolinum, 1999, pg. 404)

® This has also been confirmed in Local Referendum Act no. 22/2000 Coll. and Regional Referendum Act no. 118/2010 Coll.
 Documents for Discussion at a Sitting 134, V. the electoral period.

" Documents for Discussion at a Sitting 134, V. the electoral period (2007)
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people as the source of state power) to delegate the performance of power to a “representative” (who
is selected by election). In this regard, we often find (on the part of entities which prefer direct
democracy) the opinion which can be simply characterised by the statement: “the more (direct)
elections, the more democracy”. It is not possible to cast doubt on the significance of elections, but
the very “number” of elections and direct elections is not the thing which essentially influences the
quality of democracy and strengthens the democratisation of public administration. However, the
issue of elections does raise an independent topic which is extremely important from the point of view
of the quality of democracy, to which significant (although it remains to be seen whether this is
sufficient) attention has especially been paid in political-science literature.

According to its submitters, the latest drafts of the constitutional law on the direct election of mayors
(lord mayors) and governors would require a change to and the supplementation of the Constitution.®
If, however, this “merely” involved the direct election of mayors (lord mayors) and governors, the
Constitution itself does not explicitly mention how they should be elected. Article 102, paragraph (1)
merely designates direct elections for the members of local authorities.® It is therefore possible to
accept the interpretation, according to which this formulation would allow that the question of the
election of mayors (lord mayors) and governors can be regulated by means of other laws without there
being any conflict with the Constitution. Despite this, however, the authors of the majority of the
proposals for the implementation of the direct election of mayors consider it advisable for the direct
election of mayors (lord mayors, governors) to be enshrined in the Constitution, even while accepting
this interpretation. If the direct election of mayors was associated with the regulation of their authority
and jurisdiction (and there could be no direct election of mayors (lord mayors) and governors without
this), the proponents of the law have stated that it would probably be necessary to supplement and
change at least article number 101, paragraphs (1) and (2) as follows in order to meet the expectations
of the law’s submitters:

“To insert the words “by the mayor, the municipal council or” after the word “administered” in article
101, paragraph 1 and furthermore to add the words “the municipality on the basis of the municipal
order which it is subject to” after the phrase “by the municipal council”.*

“In article 101, paragraph 2, the words “by the governor, the regional board and the regional council
on the basis of the regional order which it is subject to” should be added after the word
“administered”.!! According to the submitter of the law, Article 102, paragraph (1) would then have
to be modified as follows:

“In article 102, paragraph 1, the words “The mayor, governor and” are added to the beginning and
are followed by the words “the members of the municipal councils are elected in a secret ballot on
the basis of general, equal and direct electoral law.”*?

The direct election of mayors and governors has been the subject of an analysis drawn up by the
Ministry of the Interior and other institutions. It has also been the subject of a number of discussions
which have taken place relatively intensively, especially since 2007, and in which the arguments
supporting or rejecting the direct election of mayors and governors have more or less repeated
themselves.

8 The discussions which took place on this topic last year more or less analogously assessed the direct election of mayors (lord
mayors) and governors. We are of the opinion that the direct election of governors is significantly different to the direct election
of mayors (lord mayors) in a number of aspects.

® The Constitution of the Czech Republic, Article 102, paragraph (1) “The members of municipal councils are elected in a
secret ballot on the basis of general, equal and direct electoral law.”

10 paragraph (1) of Article 101 would read as follows: “A municipality is administered independently by its mayor, its municipal
board or its municipal council on the basis of the municipal order which it is subject to.”

1 Paragraph (2) of Article 101 would read as follows: “A higher territorially self-administrating unit is independently
administered independently by the governor on the basis of the regional order which it is subject to.”

12 Documents for Discussion at a Sitting 40/0 V111. the electoral period.
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At present, it is necessary to approach these discussions, while taking into account the reflections on
the “improvement” of the current system or (current systems — such reflections can also be found in
the majority of other, not only European, countries) “representative democracy”, but also while taking
into account the question of increasing the effectiveness, rationality and transparency of the system,
but especially the realistic performance of public administration, especially self-government.
However, some participants in these discussions have changed their points of view (sometimes also
fundamentally) during the course of the discussions.*® The principal reasons which the supporters of
the direct election of mayors and governors felt had a permanent significance and which
unequivocally confirmed the expediency of strengthening the elements of direct democracy can be
summarised, albeit in a somewhat simplified form, as follows according to the aforementioned
authors (they have already been stated in the paper by R. Perlin published in 2004%4). They are mainly:

= the lack of knowledge and lack of interest of the public, i.e. citizens, to participate in the decision-
making of community bodies

= the identification of the decision-making activities of the municipal council with the figure of the
mayor on the part of the citizens

= in smaller municipalities, the municipal council only realises the formal exercising of power,
while the actual power and basic decision-making is exercised and undertaken by the mayor

= the mayor is often elected on the basis of a coalition agreement between political parties without
this involving the person who acquired the greatest number of votes in the election

= municipal councillors are often politicians without the expertise required to undertake decision-
making activities which are therefore de facto concentrated in the hands of executive officials®

= the situation in small municipalities, especially in those cases where they do not elect a municipal
board, is such that the elections currently already are very close to direct elections, because the
candidate lists (often only one) are drawn up in such a way so that they correspond to public
opinion?®

In addition to the aforementioned deficiencies, “constructive critics” of the existing model of
representative democracy have also proposed possible changes which should contribute to the
elimination of, in some cases identified, in other cases more or less assumed, inadequacies in the
existing representative democracy. These proposals often have a common base which can once again
be characterised, albeit with a certain degree of simplification, using the following points:

= enshrine the direct election of mayors (lord mayors, governors) directly in the Constitution or
establish it by means of an independent constitutional law so that they have a strong political
mandate and will be under the clear control of the public,

= make the mayor personally responsible for the performance of public power in the municipality
and for the functioning of the office (the same applies in the case of governors)

= change the standing of municipal (regional) board which should be appointed from the ranks of
significant (non-political) experts; the board would be appointed by the mayor, who in doing so
would select a team of co-workers

= change the division of jurisdiction between the bodies of territorial self-government, i.e. clearly
separate the conceptual and strategic decision-making, which would pertain to the municipal
council, and the operative decision-making, which would pertain to the mayor'’

It is apparent that the proposed change in the standing of the municipal (regional) board stated here
would require a very substantial change to Act no. 128/2000 Coll. (especially to sections 99-108), to

8 The last of these discussions to date took place in the Chamber of Deputies on 3 and 10" May last year with the participation
of representatives of the Union of Towns and Municipalities and the Union of Local Self-Governing Entities.

14 They have been more or less repeated in the following discussions and have been supplemented with other arguments.

15 R. Perlin: P¥ima volba starostii: Problémy soucasného stavu a navrhované zmény, Obec a finance no. 3/2004

16 7. Dostal: Nékolik poznamek k piimé volbé starosty, published at www.nezavislistarostove.cz

'R, Perlin: P¥ima volba starostii: Problémy soucasného stavu a navrhované zmény, Obec a finance no. 3/2004 and also J.
Kasl: Pfima volba nestaci, published in the same
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Act no. 129/2000 Coll. (especially sections 57-64) and also to Act no. 131/2000 Coll. (especially
sections 68-76). This proposed change to the formation of the “municipal (regional) board” is clearly
at odds with the aforementioned proposal to change the wording of Article 101, paragraphs (1) and
(2) according to which the “municipality” and the “region” are administered by the “mayor, the board
and the council” (the text is stated in the aforementioned Documents for Discussion at a Sitting) 8

The aforementioned change in the manner of forming the municipal (regional) board differs
substantially from our administrative tradition. The municipal (regional) board would not be chosen
from the members of the (elected) municipal council, but would be appointed from the ranks of
“experts”. The decisive factor would not be the “voice”, i.e. the “trust”, of the citizens, but the
“required (professional, expert) qualifications”. This would lead to the question of the method of
appointing this board and the method of designating the required qualifications of its members. It is
possible to come across the analogous status not of “board”, but of the “board members” in the some
of the Bundeslénder in Germany. There, however, the “board members” do not constitute a “board”
as an “administrative body” with its own (or possibly shared) jurisdiction, but they constitute a
“committee of board members” as advisors to the mayor.

The stated change in the establishment and therefore also the status of the “board” would therefore
mean not only the fundamental re-conception of the aforementioned laws, but also very substantial
changes to the board’s actual activities. However, the aforementioned change in the standing of the
board is not necessarily associated with the direct election of mayors. It is also possible to concede a
certain “compromise” solution, according to which the municipal (regional) board would be
appointed by the (directly elected) mayor (lord mayor, governor), but only from council members
with regard to their (civic professional) qualifications and not while “taking into account” their
political affiliations. However, the question remains open as to whether a thus-established (appointed)
board would require approval (confirmation) by the municipal council or whether the council’s
general agreement with this method of establishment would be achievable.

It is clear that, when slightly simplified, there are two types of arguments which are used by the
entities which favour the direct election of mayors. On the one hand, this involves legal arguments
which pertain to the legal regulation of the standing and performance of territorial self-government
(criticism of the legal regulation and proposals for changes to it), while on the other hand this involves
arguments of a political-scientific or socio-political-scientific nature (the influence of the method of
election on the relationship between the mayor and the inhabitants of the municipality and the
associated degree of participation of the citizens in public matters). We can also come across
arguments of a legal and socio-political-scientific nature presented by those who approach the
question of the direct election of mayors (lord mayors) and governors somewhat tentatively or even
directly reject it.

As far as the predominantly political-scientific arguments in favour of direct elections are concerned,
the fundamental postulate involves the claim that the implementation of the direct election of mayors,
lord mayors and governors is a distinctive means of “strengthening” the democratisation of public
administration. If the direct election of the aforementioned functionaries is associated with a
substantial increase in their authority (which is a certain implicit prerequisite for the majority of the
proposals and considerations leading towards direct elections) in relation to the municipal council,
the question is whether the strengthening of the authority of an individual person in relation to the
municipal council (a collegial body) can be fully considered to constitute a strengthening of the
democratisation of public administration — self-government (in comparison with the current state of
affairs).

Arguments of a socio-political-scientific nature usually state that the introduction of the direct election
of the stated local-government functionaries, especially in municipalities and towns, would give rise

18 Documents for Discussion at a Sitting 40/0 V111. the electoral period.
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to increased interest in local matters amongst citizens and would lead to the increased engagement of
citizens in the resolution of municipal and local matters. It would certainly be interesting and
undoubtedly expedient to investigate, for example, the experience from Slovakia to see whether the
aforementioned expectation is realistic.X® The proposed changes in the legislation are also largely
based on these types of arguments.

However, the aforementioned viewpoints are also subject to a number of other questions, which must
be analysed in order to reach any constructive conclusions. One of the documents which the
submitters of the aforementioned Direct Election Act referred to in its explanatory note was the
analysis undertaken by the Ministry of the Interior in 2010, which admittedly more or less positively
mentions the option of direct mayoral elections in “small municipalities”.?° This would lead to a
certain degree of differentiation between (small) municipalities with directly elected mayors, whose
authority and jurisdiction would be significantly greater than that of the mayors of other
municipalities.

The government assignment, which formed the basis for the realisation of the aforementioned
analysis, did not, however, contain any definition of the term “small municipality”. There is therefore
a problem as to whether it is possible to reduce the question of the size of a municipality to the number
of its inhabitants, albeit that the absolute majority of approaches to assessing the size of a municipality
consider the number of inhabitants to be the decisive, and often the only, criterion. It would also be
possible to take other characteristics into account in relation to the issue of the direct election of
mayors in “small” municipalities, especially characteristics of a sociological character. If we were to
use the number of citizens as the criterion in accordance with the predominant approach to assessing
the size of a municipality, it would be necessary to designate the precise numbers of inhabitants for
the division of municipalities into the individual (size) categories. The authors of the aforementioned
analysis chose numbers of up to 100, 300, 1500 and 10,000 inhabitants for the categories of the
number of inhabitants in municipalities. 2

Out of a total of 6,253 municipalities in 2010 22, almost 550 municipalities had up to 100 inhabitants,
ca 2,500 municipalities had up to 300 inhabitants and almost 5,350 municipalities had up to 1500
inhabitants; almost 6,000 municipalities then had up to 10,000. The question then arises as to which
criteria should be used to designate the “limit” (the number of inhabitants) for those municipalities,
where the direct election of mayors would then be imposed by law.

Within the context of the valid regulation, the opinions presented in the aforementioned analysis of
the Ministry of Internal Affairs® found the most suitable solution to be the direct election of mayors
in those municipalities where no municipal board is elected. The mayor already exercises most of the
authority in these municipalities and as such the proposed solution did not mean any radical
intervention into the existing concept and it would have more or less constituted confirmation of the
status quo. At the same time, this solution would be capable of fulfilling the expectations of those
supporters of direct elections who point precisely to the current situation in small municipalities and
have urged that the jurisdiction and responsibility of mayors be increased.

The given purpose would require a change to the legal conditions for the election of the board — at
present, the circumstance as to whether a board is elected in a municipality depends on the number of
members in the municipal council (no board is elected in municipalities which have a council with

¥ In Slovakia, the direct election of mayors and the chairmen or chairwomen of higher territorial units was implemented in
2012 and it would therefore be possible to evaluate the impact of this “change” on the social (administrative) activities of the
citizens and any increase in their interest in municipal (regional) matters.

2 The Analysis of the Direct Election of Mayors, the Ministry of Internal Affairs. 2010.

2 bid

22 The numbers of municipalities in the Czech Republic and in the individual size categories have not changed much, for
example, there were 6251 in the Czech Republic as of 1.1.2018.

2 For more, see: The Analysis of the Direct Election of Mayors, the Ministry of Internal Affairs, 2010.
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less than 15 members), while the designation of the number of members elected to the municipal
council depends on a decision reached by the municipality’s own council. As such, there can in theory
be, but does not have to be, a 15-member municipal council in every municipality with less than
10,000 inhabitants.

The question therefore arises as to whether it would be suitable and expedient to set out a fixed
criterion for the election of the board (and indirectly also of mayors) either in the variant of a possible
solution according to the number of inhabitants in the municipality (the first variant) or the variant
where no fixed criterion is set (the second variant). The aforementioned analysis of the Ministry of
Internal Affairs proposes a cut-off of 1500 inhabitants (for the first variant)? (according to the data
from the records of municipalities which hold elections as of 1% January of the given year). A similar
approach was also applied in the given period by several government officials, as well as some
functionaries from territorial self-government. If we were to accept this “cut-off”, it would mean that
direct mayoral elections would take place in approximately 5350 municipalities out of 6253 (i.e. in
approximately 85.5% of municipalities), while the current electoral method would be preserved in
approximately 900 municipalities. Direct mayoral elections would apply analogously to the election
of mayors in the boroughs of territorially divided cities which meet the criterion of a maximum of
1,500 citizens. (At present, only a very small number of city areas and boroughs meet this condition,
unlike the aforementioned municipalities.) This would, however, give rise to another problem
concerning the differing “strength” between the mandate of a lord mayor elected using the existing
method and the mayors of “some” of the (relatively small) city boroughs elected in direct elections.

A further possible solution which is mentioned by the aforementioned “Analysis of the Ministry of
Internal Affairs” recommends not setting any fixed cut-off for the number of inhabitants for the
purposes of direct elections, but to leave it to the municipal council so that by designating the number
of members in the municipal council in accordance with the current legal regulation which provides
small municipalities (essentially municipalities up to 10,000 inhabitants) with the option of deciding
whether or not they will establish a municipal board, the municipal council would be able to decide
whether or not any board should exist and therefore whether the mayor would be directly elected.
This means that the only criterion for the introduction of direct elections would be whether or not a
board is elected in the municipality.

If direct elections were only adopted by certain (in this case, “small”’) municipalities, this would lead
to differing statuses, i.e. a difference between the powers of the mayors of these (small) municipalities
and the other mayors, and it would clearly be necessary to regulate this differing status by means of
an act of parliament.

Certain powers of elected mayors (lord mayors) and governors should be conceived as being
“exclusive”. These powers would be designated explicitly (enumeratively) and would not be the
subject of any responsibility on the part of the mayor towards the municipal council. The existing
formulation of Article 104, paragraph (2), i.e. “Municipal councils decide on all matters of self-
government, unless the matters in question have been assigned to the council of a higher territorial
self-governing unit by law”?®, would be have to be supplemented due to the mayor’s changed status.
As has been stated, it would be necessary to explicitly define the powers which would exclusively
apply to the mayor, i.e. the municipal council could not assume these powers for itself or “limit” the
mayor when exercising them.

The relationship of the directly elected mayor and the municipal council would have to be defined in
such a way so as to minimise (or rule out) the possibility of a “stalemate situation”, i.e. the option of

2 According to the legislation, these municipalities currently elect 5-15 members in the municipal council (in the case of
municipalities of up to 500 inhabitants) or 7-15 members of the municipal council (in municipalities over 500 inhabitants). See
section paragraph 68, subsection 1 of Act no. 128/2000 Coll.

% The Constitution of the Czech Republic, Article 104, paragraph (2).
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blocking the performance of the decisions (powers) of the mayor, if the mayor failed to gain the
municipal council’s consent for them.

Two different types of limiting situations may arise, if a directly elected mayor (lord mayor, governor)
is elected on the basis of his or her own “election program”, while at the same time the municipal
council is elected on the basis of the election programs of entities, for which the individuals have
stood as candidates.

In the first case, the program which the mayor campaigned on would be fundamentally different to
the election programs of the individuals standing for the municipal council. In the second case, the
election program which mayor campaigned on would be substantially consistent with a (some)
program(s) of the entity (entities) standing for the municipal council.

In the first case, the probability of “discord” between the mayor and the municipal council would be
high, i.e. the occurrence of “stalemates” or situations involving open conflicts would be highly likely.
In this case, the mayor would stand as an “independent” candidate at most with the support of a social
movement or some “ad hoc” established citizens’ initiative which is not standing for the municipal
council in the given elections. Meanwhile, the question arises in the second case as to why the mayor
(in the case of program conformity) does not simultaneously stand as a candidate for the municipal
council on behalf of the given entity (entities). If the directly elected mayor stands with an independent
program which is different to that of the entities standing as candidates for the municipal council, the
question is whether the mayor will also be a member of the municipal council. If the mayor is not a
member of the municipal council, the question is what the mayor’s relationship with the municipal
council will be like? It is also necessary to appropriately regulate this matter using the law. In theory,
a mayor could simultaneously stand for the municipal council with his or her own program, albeit
substantially identical to that of a political entity (a political party, a citizens’ association), on whose
“candidate list” the mayor could be included. In this case, the “directly elected” mayor would
simultaneously become a member of the municipal council. The mayor’s standing and relationship
with the municipal council would be different to that of a directly elected mayor who was not a
member of the municipal council. As a member of the municipal council, would the mayor be “bound”
by the resolutions of this body even when exercising some of the powers which fall directly under his
or her exclusive purview as the directly elected mayor?

One of the significant arguments which those in favour of direct mayoral elections use is an emphasis
on the transparency of the supervision of the work and the fulfilment of the election program of the
mayor, in this case, by the citizens. The explanatory note to the draft of the aforementioned law states,
amongst other things: “the directly elected mayor would enter the direct election with a clearly given
program, the fulfilment of which would be able to be very simply inspected.”?® At the same time, the
question arises as to how it is possible to conceive and realistically secure this “inspection”. A further
problem also concerns the fact as to whether it is also possible to consider any other consequences of
the discovery of any deficiencies on the part of the mayor by this “inspection by the citizens” than
simply “not returning the mayor in the next direct elections”, including the existence of “sanctions”
other than the mayor’s eventual dismissal.

This brings us to the question of the possible dismissal of a directly elected mayor. The existing option
for the dismissal of a mayor by the municipal council would clearly be illogical, but also legally
disputable, in the case of a directly elected mayor (lord mayor, governor). The current legal regulation
of local and regional referenda rules out the option of voting on personnel matters. The dismissal of
a directly elected mayor (lord mayor) or governor would require a change to section 7 of Act no.
22/2004 Coll. and section 7 of Act no. 118/2010 Coll. and it would clearly be necessary to supplement
both of these laws. According to those in favour of direct elections, a directly elected mayor (and
governor) should be independent of the municipal council, i.e. not be able to be dismissed by the

% Documents for Discussion at a Sitting 40/0 V111 election period.
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municipal council. Therefore, the mentioned modification of the laws should include the option of a
directly elected mayor being dismissed by the director of the regional authority or the governor on
the basis of the results of a local referendum, for example. The director (governor) would then be
obliged to send a letter of dismissal to the mayor, who would have the option of seeking judicial
protection. The dismissal of the mayor would then occur as of the expiry of the deadline for the
submission of a petition for protection to the court or as of the court ruling which has not been annulled
by means of a decision of the director of the regional authority coming into legal force (analogue to
section 55 of the Municipal Council Election Act, but without the prior option of the dismissal of the
mayor by the municipal council). The result of a local referendum would therefore be one of the legal
grounds for a mayor to be dismissed, for example, by the director of the regional authority. (The
dismissal of the governor should also be regulated analogously)

It would be necessary to omit the ban on expressing an opinion on personnel matters, i.e. on the
dismissal of a mayor in local referendums and of a governor in regional referendums, from the Local
(Regional) Referendum Act — see section 7. The result of the vote of the inhabitants of a municipality
to dismiss the mayor would be valid, if the vote was attended by at least half the authorised voters
(i.e. arequirement for a qualified majority). This requirement already exists in the current form of the
Local Referendum Act, if this involves a local referendum pertaining to part of a municipality splitting
away or to the merger of municipalities).

It would also be necessary to deal with other questions with regard to the issue of the direct election
of mayors and governors. These include:

= the definition of the conditions for the prohibition on combining the functions of a mayor (a
possible solution involves the similar regulation of the prohibition on combining functions in the
case of the members of the municipal council according to the Elections Act)

= the option of setting the rules for cases where a mayor is dismissed by the inhabitants in a local
referendum, i.e. the determination of the individual who will exercise the mayor’s powers in the
interim until such time as a new mayor is elected: the introduction of direct elections would
require new elections to be held and a “new” mayor to be elected. The deputy mayor would
perform the mayor’s tasks in the interim as the mayor’s fully-fledged representative (this would,
of course, also naturally lead to reflections on the direct election of deputy mayors. The direct
election of deputy mayors would probably make sense, because in some cases it could be
impossible for a new mayor to be elected within an acceptable timeframe)

The question also arises as to how to proceed in the case where the posts of mayor and deputy mayor
are simultaneously unfilled in a municipality (in these cases, the transfer of the mayor’s powers to the
municipal council becomes a possibility and the municipal council should then have the right to
choose an individual from its midst who would then temporarily represent the municipality
externally).

If the ending of the mandates of all the members of the municipal council does not influence the
ongoing function of the mayor, which may be a consequence of the regulations associated with the
direct election, i.e. when the mayor is not also a member of the municipal council, it will be necessary
to resolve the mayor’s relationship to the administration of the municipality given other existing
legislation which states that the mayor is appointed by the Ministry of the Interior, if the mandate of
all the members of the municipal council ends and nobody takes up the available mandates (section
98, subsection 1, letter b) of the Municipalities Act). If this institution is preserved in the model for
the direct election of mayors, it is possible to consider the option whereby the directly elected mayor
would temporarily take over the task of the administration of the municipality until the new municipal
council is designated. As we have stated, it will also be necessary to pay attention to the standing and
the position of the “deputy mayor”. One of the options is to stipulate by law the position of one
(possibly the first) deputy mayor, who would be named the mayor from the ranks of the members of
the municipal council; this deputy mayor would be responsible to the mayor for the performance of
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his or her function. If the deputy mayor is supposed to be a “fully-fledged” representative of the
mayor, it is also possible to consider the variant (which we have already mentioned), whereby the
deputy mayor would also be directly elected.

4 The options for using international experience

The reflections on the direct election of mayors (lord mayors) and governors usually also include the
question of the applicability of foreign experience. In this regard, it is necessary to note that the use
of this experience (not only from the point of view of “direct elections” or “municipal referenda”, but
also from the point of view of anything to do with public administration in general) has been limited
to a certain extent not only by the substantial differences in the administrative systems in the countries,
but also by the different nature of the “administrative culture” (the aforementioned analysis
undertaken by the Ministry of the Interior of 2,010 also deals with this question)?’. European countries
use both the model of direct elections for mayors or functionaries of similar standing and the model
of indirect elections which more or less correspond to existing Czech legislation. The legislation of
some countries also enables both models. Direct elections are held in Italy, Portugal, Greece, Cyprus,
Slovenia, Slovakia, Poland, Rumania, Bulgaria, Ukraine, Macedonia and Albania. Indirect elections
are held in Belgium, Finland, the Netherlands, France, Denmark, Ireland, Luxembourg, Sweden,
Spain, Malta, Croatia, Estonia, Lithuania and Latvia. Direct and indirect elections are held in parallel
in Great Britain (citizens decide on the electoral method in a referendum), Germany, Austria
(according to the federal states), Norway, Hungary (direct elections in municipalities up to 10,000
people) and Russia. Given our conditions, it clearly possible to take certain inspiration from the
existing legislation and the actual situation in the Slovak Republic, which is why we will dedicate
more attention to it.

The standing and direct election of the mayors of municipalities and the chairmen or chairwomen of
the higher territorial units (the analogy of our governors) is regulated in Article 69, paragraphs (1),
(3), (4) and (6) of the Constitution of the Slovak Republic. These paragraphs state that:?

“(1) The bodies of a municipality are

a) the municipal council,
b) the mayor of the municipality. 2°

(3) The mayor of the municipality is elected for a four-year term of office by the citizens of the
municipality, who have their permanent residence within its territory, on the basis of general, equal
and direct electoral law in a secret ballot. The mayor of the municipality is the municipality’s
executive body; he or she undertakes the administration of the municipality and represents it
externally. The grounds and methods for dismissing a mayor before the expiry of the term of office
are set out by law.

(4) The bodies of a higher territorial unit are

a) the council of the higher territorial unit,
b) the chairman or chairwoman of the higher territorial unit. 3

(6) The chairman or chairwoman of the higher territorial unit is elected for a four-year term by the
citizens, who have their permanent residence within the bounds of the higher territorial unit, on the

21 At present, no factually based analysis of the structure of the administrative systems in the European states exist. This is also
true with regard to the method of performing state administration and its legal regulation. This fact fundamentally influences
the use of any international experience (including knowledge from abroad) not only with regard to direct elections, but also in
the entire area of the organisation and performance of public administration.

% Act no. 460/1992 Coll. the Constitution of the Republic of Slovakia, in. Ustavy statt EU, dil IL, Linde, Prague 2005, pg.
260, 261.

2 The municipal board is not mentioned at all.

% The board of the higher territorial unit is not mentioned at all.
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basis of general, equal and direct electoral law in a secret ballot. The grounds and methods for
dismissing a chairman or chairwoman of the higher territorial unit before the expiry of the term of
office are set out by law. The chairman or chairwoman of the higher territorial unit of the municipality
is the territorial unit’s executive body; he or she undertakes the administration of the higher territorial
unit and represents it externally.”3!

In accordance with this constitutional definition, Municipal Order Act no. 369/1990 Coll.*? states that
the bodies of a municipality are the municipal council and the mayor (section 10 of the Act). The
municipal council may establish and dissolve other permanent or temporary executive, inspection and
advisory bodies, especially a municipal board and commission, and designate their work activities as
needed; it may also establish and dissolve other bodies and departments, provided the special act so
states (for example, the municipal police force). Section 14 of the Act sets out certain rules for the
number of members in the board, provided the municipal council decides to establish one, and the
rules pertaining to its quorum. In any case, unlike the legal status of the board here as an executive
body of the municipality, the Slovak regulation sees the board as a facultative, active and executive
body of the municipal council which also performs the role of an advisory body for the mayor. Unlike
some of the proposals for the modification of the status of the “board” which could be found in the
Czech Republic from 2012 to 2019, the board is not conceived here as an institution which is
appointed by the mayor, but it is established (appointed) by the municipal council. It admittedly
performs an advisory role for the mayor, but it is responsible to and controlled by the municipal
council.

The mutual status of the municipal council and the mayor is not based on the principle of superiority
and inferiority in the Slovak model; they are “correlative” bodies. The municipal council can therefore
not give the mayor tasks to perform. The municipal authority is given the power to make decisions
by the law; it decides on the fundamental matters of the life of the municipality which are specified
in the law. The municipal council may also reserve the right to decide on other matters in the statute.
It may not, however, reserve the right to decide on those matters which the law has designated as the
purview of the mayor. The mayor of the municipality therefore makes decisions on all matters
pertaining to the administration of the municipality, provided they have not been specified as part of
the jurisdiction of the municipal council by law (section 13, subsection 4, letter e) of the
aforementioned Act). %

5 Conclusion

= |t is admittedly advisable and expedient to take into account Slovak and other international
experience (although the question remains as to their evaluation from the point of view of the
option of their realistic use in our “administrative” environment) when considering the direct
election of mayors (lord mayors) and governors, but the core considerations should involve a
thorough and qualified analysis of the simultaneous performance of administration (not only at
the level of the municipalities and the self-governing regions) as the realisation of executive
power within the current framework of the system of representative democracy while taking into
account our constitutional and “administrative” tradition.

= Both direct elections of mayors (lord mayors) and governors and other potentially applicable
means of direct democracy not only require certain modifications to the constitution and the
constitutional laws, but also the adoption of other legal regulations which would substantially
clarify any of the aforementioned intervention in or supplementation of the constitutional law or

8 Actno. 460/1992 Coll. the Constitution of the Republic of Slovakia, in. Ustavy stati EU, dil 1L, Linde, Praha 2005, str. 260,
261.

32 Municipal Order Act no. 369/196 Coll. of the Slovak National Council.

33 See the aforementioned analysis undertaken by the Ministry of the Interior.
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at least those parts of it pertaining to the performance of public administration and executive
power.

The integration of the direct election of mayors (lord mayors) and governors into the Constitution
and its regulation by means of constitutional laws must understandably precede any interventions
in the legislation regulating the structure of public administration bodies and the performance of
administrative activities. At the same time, however, it will also be necessary to devote all
necessary care and attention to the preparation of this associated legislation.

Any considerations of enshrining the direct election of mayors (lord mayors) and governors in
both constitutional and other law must be preceded by a thorough analysis of the possible impact
of any such changes, especially from the point of view of the rationality, effectiveness and
especially the simplification of the performance of local and regional self-government. Only then
will it be expedient to proceed to the formulation (or to changes in the formulation) of the
appropriate legal standards, laws and constitutional laws. The essential thing is, however, to
ensure the essential compliance of these regulations with the constitution and the constitutional
and other legislation and at the same time to also respect the balance of executive power, as well
as the material and formal consistency of the democratic system of the constitution and the
exercising of power as such.
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Dynamics of Local Governments Expenditures in Slovakia. The Size Structure
Perspective

Tomas§ Cernénko

Abstract

With the rise of antisystem political parties, the problem of regional disparities becomes a new
perspective. A long-lasting economic decline or economic underperforming is seen as one of the main
reasons for the rise of populism and antisystem. These do concentrate in “places that do not matter”
—towns and cities with poor economy. Low(er) economic performance leads to lower supply of public
services. These are in Slovakia provided mostly by local governments. Slovakia belongs to countries
with most fragmented administrative structure. The smallest local units with population less than
1000 represent 65,11% of almost 2.900 local units and 5,4 mil. inhabitants. Does the size of local
government matter? The aim of our paper is to analyse, based on data on local governments
expenditures, how are the different size categories of local governments performing compared to the
average of Slovakia. We use the annual percentage growth differences from the Slovak national
growth rate, cumulated through time to determine the change. We have found that the expenditures
of smaller units are growing faster than the Slovak average. Unfortunately, the expenditures on
COFOG division 01 are, in most cases, growing faster than expenditures on other public services.

Keywords: Development, local government, public expenditure, territorial inequality
JEL Classification: H72, R11, R58

1 Introduction

Economic growth and development are not reflected equally in space. Governments therefore choose
different strategies to deal with these differences and ensure economic development across the entire
administered territory. But what are the consequences if these differences cannot be eliminated?

Rodrik (2018) focuses on economic roots of populism, particularly on the impact of globalisation. It
is not the globalisation in itself, that causes the increase of populism but ,,changes in technology, rise
of winner-take-all markets, erosion of labour-market protections, and decline of norms restricting pay
differentials all play their part“ (Rodrik, 2018:13). Thus, all these changes, combined with an
inappropriate spatial distribution of economic activities (too much concentration on one industry,
technological lagging or uncompetitive conditions) often lead to economic deprivation of the affected
region. Martin et al. (2018a:9) defines the above described economic change as an inversion
(Iammarino, Rodriguez-Pose, Storper, 2019:2) which is characterised “by a combination of job loss,
declining labour-force participation or declining per-capita income relative to national averages®.

Rodriguez-Pose (2018; Dijkstra, Poleman, Rodriguez-Pose 2018) states, that reducing the level of
development, respectively life in underperforming regions is along other socio-economic
characteristics (education, age, income, social status) one of the key factors that leads to an increase
of support for anti-system parties and movements. These are mostly populistic (see Rodrik 2018),
what leads to irresponsible policies across all branches (economy, social, democracy and human
rights, foreign- and EU policy). And this is already happening all around the world (see Dijkstra,
Poleman, Rodriguez-Pose 2018).

One way to minimize these impacts is to engage the public sector and focus on activities that can
offset the negative impact of economic change on the quality of life in cities. Rodriguez-Pose (2018)
calls them a place sensitive policy approach.

The identification of such regions and the monitoring of the impact of the development policies
implemented is therefore important for early intervention and / or development policy change.
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Martin, Sunley, Tyler and Gardiner (2016), based on Blanchard and Katz (1992), investigate the
development of cities in Britain through annual percentage growth differences from the UK's national
growth rate, cumulated through time. They use output (added value) and employment as variables.
Their research shows how the position of cities in the UK has changed. Core cities (main regional
centres), which are located mainly in the north, lost to smaller cities in the south, which grew faster.
Blanchard and Katz (1992) examine developments in individual US states and add an impact analysis
of the change on other areas such as wages or property prices. The overlapping of lagging areas with
election results confirms the increase in votes for anti-system or anti-establishment parties (Posé
2018).

We have decided to use a similar approach as Martin, Sunley, Tyler and Gardiner (2016) and Martin
et al (2018b), but we will explore the development of local units in different size categories through
their expenditures. In addition to large infrastructure projects, where in most cases the investor is the
state, smaller development projects are implemented through local governments. At the same time,
local governments produce most of the public services that are important for everyday life. Their
availability and consequently their quality therefore largely determine the resulting quality of life. We
therefore consider it important to observe how their structure changes as the overall expenditure, due
to economic growth, increases.

To obtain a basic picture and assess the relevance of the approach chosen, we will focus only on a
general analysis of local government spending. We will examine total expenditure, general public
services expenditure (COFOG 01%%) and other expenditure (COFOG 02-10).

We start with the assumption that most development activities and public services that are important
for everyday life are in the case of Slovakia provided by local governments. Therefore, increasing
spending in these divisions should lead to higher quality of them or a larger amount of provided public
services.

The aim of our paper is to analyse, based on data on local governments expenditures, how are the
different size categories of local governments performing compared to the average of Slovakia. The
period under investigation is from 2005 to 2015.

There are several reasons why we have decided to examine municipal spending through size groups.
Slovakia is one of the most administratively fragmented countries in Europe, all communes have the
same rights and obligations by law and the effectiveness of communes is strongly dependent on their
size (Cernénko, Harvan, Kubala 2017:7). At the same time, most small communes are concentrated
in the so-called disadvantaged regions (Act No. 365/2015 Coll.), which raises the question of whether
the administrative structure is able to handle the provision of public services in sufficient quantity and
quality.

2 Material and Methods

As mentioned above, in order to obtain a basic picture and assess the relevance of the approach
chosen, we will focus only on a general analysis of local government spending. We will examine the
total expenditure, general public service expenditure (COFOG 01) and other expenditure (COFOG
02-10) of municipalities by size category.

The division of municipalities into size categories follows the structure in which the data is published
by the DataCentrum of the Ministry of Finance. Individual size categories as well as the number of
municipalities and their inhabitants are in Appendix.

Method:

34 Classification of the functions of government, the current version has been developed by OECD in 1999
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= aggregation of data on municipal expenditures in COFOG structure and data on population
according to size category and for the whole Slovakia for each reference year

= calculation of input values for monitored areas: total expenditures per capita, expenditures on
general public services per capita (COFOG division 01) and other expenditures per capita
(COFOG Division 02-10)

= calculation of year-on-year changes in logarithms (In) of expenditures (total expenditures per
capita, expenditures COFOG 01 per capita and expenditures COFOG 02-10 per capita)

= calculation of differentials of changes in logarithms of expenditures of individual size categories
and Slovakia

= the sum of the differentials and the determination of the resulting change (rise / fall) in the
reference period

= calculation of changes in absolute and relative values (ratio of expenditures of size category to
average expenditures for Slovakia) of expenditures at the beginning and end of the reference
period

2.1 Model and Data

2.1.1 Model

The general form of formula we use for calculating growth is:

growthyoos—z2015 = 220s505(AIn expenditure, — Aln expenditure;) (1)
where:

expenditure, = average per capita expenditure of local governments in a size group
expenditure;= Slovak average per capita expenditure

The formula is used to calculate growth and differentials in all groups of expenditures - total
expenditures, expenditures on general public services (COFOG division 01) and expenditures on
other services (COFOG divisions 02-10)

2.1.2 Data

Data on local units’ expenditures in COFOG are from the Data Centre of the Ministry of Finance of
the Slovak Republic. Data on population are from the Statistical office of the Slovak republic.

Data on individual local governments expenditures are aggregated to size groups (based on
population) for every year of observed period. In the case of Bratislava and Kosice, which are cities
with two tier self-government, are the expenditures of city boroughs and citywide authority summed
and presented as a one tier local government with a population of the whole city.

3 Results and Discussion

Table 1 presents the cumulated growth of all expenditures (per capita) across size categories. An
increase can be seen by % of size categories. The smallest local units (less than 250 inhabitants) have
the largest increase of 6,15%. Almost all cities with population up to 20.000 inhabitants have grown
faster than the Slovak average. Exception is the size category from 501-1.000 inhabitants, which
reached the cumulated growth score of -0,08%. Large cities (50.001-100.000) have, surprisingly
reached the lowest rate -6,82%. This means, that the expenditures of this cities have grown 6,82%
slower than the average of Slovakia.
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Table 1 — Cumulated differences growth rate total expenditures (COFOG divisions 01-10).

2005 |[2006 [2007 2008 |2009 |[2010 |2011 |2012 |2013 |2014 |[2015
up to 250 0,00% | -0,61% | 0,71% |0,48% |-0,29% | 4,03% |2,05% |-0,03% | 0,07% |2,24% |6,15%
251-500 0,00% | -0,33% | 0,94% |0,73% |-0,13% | 5,81% |4,23% |3,05% [1,76% |1,08% |3,06%
501-1000 0,00% | -1,17% | 0,25% |-0,78% | -0,77% | 2,98% | 1,56% | 0,72% |-0,58% | -0,98% | -0,08%
1001-2000 0,00% | -0,21% | 0,94% |1,30% |1,47% |2,05% |2,30% |2,03% |2,00% |1,45% |1,85%
2001-3000 0,00% | -0,23% | 0,61% |0,24% |2,12% |1,71% |3,69% |2,40% |2,01% |1,83% |2,10%
3001-4000 0,00% | 0,50% |1,10% |0,53% |2,35% |2,31% |3,09% |3,22% |3,36% |3,51% |2,05%
4001-5000 0,00% | 1,54% |2,45% |2,77% |2,53% [2,97% |4,66% |3,50% |2,43% |1,93% |1,45%
5001-10000 0,00% | -0,03% | 1,95% |1,31% |2,15% |1,54% [2,86% |2,72% |2,45% |1,95% |1,48%
10001-20000 0,00% | 7,75% |3,54% |1,91% |2,93% [2,38% |1,70% |2,34% [2,99% |197% |2,22%
20001-50000 0,00% | -0,58% | 0,10% |0,95% |0,59% |-0,30% |-0,77% | 0,38% |-0,21% | 0,00% |-0,84%
50001-100000 0,00% | -3,36% | -3,11% | -5,08% | -6,29% | -7,39% | -7,71% | -5,82% | -6,08% | -5,53% | -6,82%
more than 100001 | 0,00% | -0,47% | -1,57% | 0,83% | -0,04% | -1,73% | -1,82% | -2,46% | -0,61% | 0,47% | 0,91%

Source: author, based on data on local government expenditures from DataCentrum

Table 2 presents the results of cumulated growth of expenditures on COFOG division 01. In the logic
of our paper are these the expenditures spend on the local government (municipal building, mayor,
etc.) and not on public services which can be consumed by the inhabitants of the local governments.
We can see, that the biggest increase is in the local units within the size category 10.001-20.001
inhabitants (10,23%). These local units are followed by the smallest. With an increase of 9,9%, is the
size category of local units with up to 250 inhabitants on the second place. Local units with population
from 251 to 5.000 have reached an increase 4,04% to 5,93%. The cities with population from 50.001
to 100.000 inhabitants have reached the biggest decline -18,82%. This means, that these cities were
able to decrease the fix costs for running the administration significantly.

Table 2 — Cumulated differences growth rate of general public services expenditures (COFOG
division 01).

2005 | 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
up to 250 0,00% | -2,27% |2,60% |125% [323% [651% [285% [283% [523% |[6,11% |9,90%
251-500 0,00% | -2,63% |1,01% |053% [2,15% [7,69% [575% [413% [428% |[229% |593%
501-1000 0,00% | -0,53% [2,13% |121% [351% |737% |6,11% [566% [4,72% |2,48% |4,04%
1001-2000 0,00% | -1,49% |2,29% |2,70% [5,13% [538% [401% [520% [514% |[3,74% |4,26%
2001-3000 0,00% | -1,65% |196% |1,75% [7,10% |571% [438% [6,80% [558% |4,11% |509%
3001-4000 0,00% | -2,06% |2,34% |100% |757% [367% [3,81% [6,82% [497% |4,48% |4,42%
4001-5000 0,00%]1,46% |3,75% |6,66% [587% [585% [347% [745% [691% [4,00% |513%
5001-10000 0,00% | -2,98% |4,71% |446% [544% [418% [255% [507% [445% |1,64% |1,93%
10001-20000 0,00% | 28,28% | 11,73% | 10,95% |11,18% |10,93% [847% [9,71% [12,11% |954% |10,23%
20001-50000 0,00% | -3,66% |-0,68% |-0,19% [190% |-0,03% |-2,35% [0,55% |-0,18% |0,18% |-1,76%
50001-100000 0,00% | -13,91% | -6,44% | -17,47% | -18,95% | -20,92% | -19,05% | -16,56% | -16,83% | -20,81% | -18,82%
more than 100001 | 0,00% | 2,74% | 0,52% |8,77% |147% |-0,68% [6,45% [0,01% |[1,65% |9,44% |6,02%

Source: author, based on data on local government expenditures from DataCentrum

Table 3 presents the growth of expenditures on other services. The decline from the Slovak average
can be seen on same size categories as the in Table 1 — biggest loss (-3,50%) is in the cities with
population of 50.001 — 100.000, followed by villages with population in the range from 501 — 1.000
(-1,33%) inhabitants and cities with more than 20.001 and less than 50.000 inhabitants (-1,05). The
biggest increase is again in the smallest villages with 4,96%.
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Table 3 — Cumulated differences growth rate of other expenditures (COFOG divisions 02-10).

2005 |[2006 [2007 2008 |2009 |[2010 |2011 |2012 |2013 |2014 |2015
up to 250 0,00% | 0,70% | 0,24% | -0,06% | -2,66% | 3,66% | -0,05% | -3,37% | -5,69% | -2,84% | 4,96%
251-500 0,00% [ 0,99% |1,84% |1,26% |-0,59% |6,60% |3,46% |3,57% [1,57% |0,97% |2,78%
501-1000 0,00% | -1,62% | -0,21% | -1,60% | -2,19% | 1,98% | -0,37% | -1,03% | -2,42% | -2,35% | -1,33%
1001-2000 0,00% | 0,13% | 0,70% |1,07% |0,68% |1,39% |2,06% |1,36% |1,41% |0,97% |1,43%
2001-3000 0,00% | 0,08% |0,27% |-0,11%|1,13% |0,91% [3,98% |1,57% |1,33% |1,45% |1,54%
3001-4000 0,00% | 1,11% |0,84% |0,45% |1,35% |2,15% |3,34% |2,70% |3,23% |3,60% | 1,65%
4001-5000 0,00% | 1,78% |2,33% |2,15% |1,98% |2,59% |5,46% |2,94% |1,62% |1,64% |0,72%
5001-10000 0,00% | 0,58% |1,48% |0,72% |1,55% |1,02% |3,27% |2,41% |2,12% |2,08% |1,33%
10001-20000 0,00% | 1,88% |2,69% |0,80% |1,96% |1,35% |1,15% |1,56% |1,86% |1,12% |1,21%
20001-50000 0,00% | -0,05% | 0,05% |1,15% |0,16% |-0,59% |-0,50% | 0,22% |-0,51% | -0,18% | -1,05%
50001-100000 0,00% | 0,13% |-1,56% | -1,38% | -2,84% | -3,85% | -4,38% | -2,56% | -2,91% | -1,45% | -3,50%
more than 100001 | 0,00% | -1,38% | -2,28% | -1,39% | -0,35% | -2,09% | -4,40% | -2,96% | -0,91% | -1,46% | 0,26%

Source: author, based on data on local government expenditures from DataCentrum

Putting the results from above together, in Figure 1 we can see, that in all size categories excepting
the cities from 20.001 to 100.000 have the expenditures on general public services (COFOG 01)
grown faster than the Slovak average and also faster than expenditures on other public services
(COFOG 02-10). This can be interpreted as that the representatives preferred the expenditures on the
office instead of expenditures on provision of public services to the inhabitants.

A different situation can be seen in the cities with population from 20.001 to 100.000. Both size
categories have grown slower than the Slovak average and both have decreased the expenditures on
general public services (COFOG 01) faster than the expenditures on other public services (COFOG
02-10).

Figure 1 — Cumulated differences growth of COFOG 01, COFOG 02-10 and total expenditures
in different size groups (in the period 2005-2015)
Source: author
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But how is the situation, when we look at real expenditures? Table 4 shows the expenditures of local
governments and their ratio to the average expenditures at the beginning of our observed period in
2005 and at the end in 2015. We can see that the smallest villages (up to 250 inhabitants) had in 2005
the total expenditures per capita 291,13€ what represented 59,55% of the Slovak average. In 2015 the
expenditures were already 658,63€ and 82,21% of the Slovak average. In the cities of the size category
from 50.001 to 100.000 inhabitants were the total expenditures per capita in 2005 674,92€ what was
138,05% of the Slovak average. In 2015, the total expenditures were 716,60€ but only 89,45% of the
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Slovak average. The changes of ratios and amount to Slovak average of all observed expenditures can
be found in appendix.

Table 4 - Ratios of observed expenditures to Slovak average in 2005 and 2015
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up to 250 291,13 | 59,55% | 162,40 | 127,07% | 128,73 | 35,65% | 658,63 | 82,21% | 408,96 | 226,40% | 249,67 | 40,24%
251-500 328,52 | 67,19% | 143,78 | 112,50% | 184,74 | 51,16% | 620,13 | 77,41% | 279,62 | 154,80% | 340,51 | 54,88%
501-1000 419,53 | 85,81% | 124,84 | 97,68% | 294,69 | 81,61% | 669,48 | 83,57% |217,05|120,16% | 452,43 | 72,91%
1001-2000 422,32 | 86,38% | 108,15 | 84,63% | 314,16 | 87,00% | 771,64 | 96,32% | 189,22 | 104,76% | 582,42 | 93,86%
2001-3000 431,88 | 88,34% | 93,05 | 72,81% | 338,83 | 93,83% | 801,94 | 100,10% | 166,49 | 92,17% | 635,44 | 102,41%
3001-4000 413,97 | 84,67% | 89,36 | 69,92% | 324,62 | 89,90% | 764,74 | 95,46% | 153,12 | 84,77% | 611,62 | 98,57%
4001-5000 420,96 | 86,10% | 93,33 | 73,03% | 327,63 | 90,73% | 745,86 | 93,10% | 165,94 | 91,87% | 579,92 | 93,46%
5001-10000 466,10 | 95,34% | 99,29 | 77,69% | 366,81 | 101,58% | 839,78 | 104,82% | 152,67 | 84,52% | 687,11 | 110,74%
10001-20000 461,64 | 94,42% | 91,63 | 71,69% | 370,02 | 102,47% | 840,22 |104,88% | 154,46 | 85,51% | 685,76 | 110,52%
20001-50000 468,59 | 95,84% | 93,22 | 72,94% | 375,37 | 103,95% | 724,94 | 90,49% | 119,38 | 66,09% | 605,55 | 97,59%
50001-100000 674,92 | 138,05% | 252,55 | 197,61% | 422,37 | 116,97% | 716,60 | 89,45% | 130,03 | 71,99% | 586,57 | 94,53%
more than 100001 | 657,81 | 134,55% | 148,83 | 116,46% | 508,98 | 140,95% | 1168,13 | 145,81% | 258,25 | 142,97% | 909,88 | 146,64%
SVK 488,91 | 100,00% | 127,80 | 100,00% | 361,10 | 100,00% | 801,13 | 100,00% | 180,63 | 100,00% | 620,50 | 100,00%

Source: author, based on data on local government expenditures from DataCentrum

Smaller local governments are growing faster, than larger ones. One reason could be a lower starting
level (see Table 4 and Appendix). Second reason could be an increase of economic activity in smaller
local governments, but the ones with the highest growth rate (up to 250 inhabitants) are too small to
be able to deliver that much resources (human capital, land).

Another reason could be the location of the local governments. As mentioned above on the example
of UK (Martin, Sunley, Tyler and Gardiner 2016), where smaller cities in South have grown faster
than larger cities in North. This is caused by the transformation of the economy. But in Slovakia are
small local governments located in Eastern and South Slovakia what are regions with highest
unemployment.

Also, an argument about unregistered residents could not be the reason for such results. If we assume,
that most people are moving to larger cities, due to more work opportunities and a different quality
of life from smaller towns or villages, the results should be opposite. Smaller towns and villages
would due to real consumption (which is due to “emigration” lower than expected) spend less money
what would with a higher number of registered residents cause a decline in per capita expenditure.
Using this same logic for larger cities, the expenditure per capita should be growing because of a
higher consumption of public services and a lower number of registered residents than the one of real
consumers.

We unfortunately cannot draw conclusion regarding the real impact of the expenditure growth
(or decline) on the quality of living in a specific town or city. But due to assumption made above,
with even the biggest growth on expenditures in the smallest local governments only a part of it was
spent on services for the inhabitants. The major part of the growth was consumed by the local
government itself. Even with the highest decline are the cities in the category from 50.001-100.000
inhabitants able to spend more “extra” money (absolute change of expenditure on other services) than
the local governments with the highest growth rate. This could be linked to a quality of government
issue.
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4 Conclusion

We have found out, that there are differences in the growth of expenditures across local units based
on their size. The results are kind of surprising. We suggested, that the smaller units will be those who
do (due to low(er) efficiency) perform under the Slovak average. The results show, that the
underperformers are in contrary larger cities (in Slovak conditions), which are by the Slovak regional
policy (still) seen as growth poles.

Positive is, that there is in general a growth of expenditures on other public services. The problem is,
that in most cases are the expenditures on other public services growing slower than the expenditures
on general public services. This can be caused by the ineffective administrative structure of Slovakia
and low public control in small administrative units.

This surprising result should be taken under scrutiny in further research. The research should focus
on the reasons of the slower growth of larger cities. There are at least these few reasons, which would
support the assumption, that the expenditures od larger local governments (towns and cities) will grow
faster: a) larger local governments should have larger economy and more valuable real estates, what
should cause a higher tax revenue; b) larger local governments have enough money to co-finance EU
projects what also brings additional resources; c¢) larger local units are attracting more people to live
in, urbanisation is a visible trend across whole Europe. So, the question where does the growth (and
money) come from, has to be risen. Also, a closer look on the dynamics of income and expenditure
relation (which policies are the first that gain form an increased income and which are the last that
suffer) would be welcome.

With this additional information could be the reasons of such a development of expenditure growth
revealed. Then it would be possible to adjust the way of financing municipalities to take into account
both the time factor (how long the municipality is below average) and the importance of the settlement
within the spatial structure (should it be the centre of development?). As a matter of course, the
relevant policies should be tailored to the cities concerned so that they respect their specific
characteristics and make the most of them.
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Appendix

Structure of Slovak local units based on size categories
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local units count | 511 618 754 573 175 71 35 65 35 43 9 3 2892
share 17,67% | 21,37% | 26,07% | 19,81% | 6,05% | 2,46% |1,21% |2,25% |1,21% |1,49% 0,31% | 0,10% | 100,00%
population 78024 | 231359 | 534361 | 798098 | 409866 | 240523 | 147194 | 412351 | 453023 | 876769 | 575256 | 666687 | 5423511
population share | 1,44% |4,27% |9,85% |14,72% | 7,56% |4,43% |2,71% |7,60% |8,35% |16,17% | 10,61% |12,29% | 100,00%
population* 78024 | 231770 | 535597 | 807102 | 419438 | 247312 | 151277 | 435958 | 508836 | 1248803 | 647616 | 778465 | 6090198
popultaion share* | 1,28% | 3,81% |8,79% |13,25% | 6,89% |4,06% |2,48% |7,16% |8,35% |20,51% |10,63% |12,78% | 100,00%

*Population and population share with city boroughs of Bratislava and Kosice included (double
count) Source: authors based on data on population form DataCube in 2010

2005 and 2015 change of the expenditure ratio to Slovak average
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up to 250 22,67% 99,33% 4,59% 367,50 246,55 120,95
251-500 10,21% 42,30% 3,72% 291,61 135,84 155,77
501-1000 -2,24% 22,48% -8,69% 249,95 92,21 157,74
1001-2000 9,94% 20,13% 6,86% 349,33 81,07 268,26
2001-3000 11,77% 19,37% 8,58% 370,06 73,44 296,61
3001-4000 10,78% 14,85% 8,67% 350,77 63,76 287,01
4001-5000 7,00% 18,84% 2,73% 324,90 72,61 252,29
5001-10000 9,49% 6,83% 9,16% 373,67 53,37 320,30
10001-20000 10,46% 13,82% 8,05% 378,58 62,84 315,75
20001-50000 -5,35% -6,85% -6,36% 256,35 26,16 230,18
50001-100000 -48,60% -125,62% -22,43% 41,68 -122,52 164,20
more than 100001 11,26% 26,51% 5,69% 510,32 109,42 400,90
Slovakia 0 0 0 312,22 52,83 259,39

Source: author, based on data on local government expenditures from DataCentrum
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Determinants of Healthcare Public Procurement in the Slovak Republic

Beata Gavurova, Miriama Tarhaniéova, Jakub Danko

Abstract

The last decade is characterized by the greatest increase in the research activities and studies in the
field of public procurement. Although the studies and research activities in public procurement are
highly heterogeneous, their results reveal several unclear issues. OECD member countries spend on
average 13% of their GDP on public procurement, that represents 29% of the total public spending.
The innovation of public procurement is considered to be the most appropriate way on how to improve
the efficiency and effectiveness of public spending. Despite the fact that there exist a variety of
selection criteria (price, no-price), generally, the most used criterion for bid selection is price. Several
factors influence the price. The aim of this paper is to examine the relationship (whether it is positive
or negative) between savings/overcharge and the number of offers in Slovak healthcare public
procurement, using the generalized linear model and quantile regression analysis. The results show
the evidence of the negative relation between explanatory variable (number of offers) and explained
variable (final price as a % of the estimated price). As the percentage of overcharge increases, the
effect of the number of offers on savings decreases.

Keywords: Healthcare, public procurement, generalized linear model, quantile regression analysis
JEL Classification: E60, H57, 119

1 Introduction

In general, public procurement represents one of the many government functions, regulated by
procurement laws and budget decisions by legislators. The primary purpose of public procurement is
to meet the needs and requirements of public administration and to support the policy initiatives, the
SMEs, and innovative business development. Globally, public procurement that includes purchased
goods and service and some social benefits, accounts for approximately one third of government
spend. The emerging markets have the greatest potential for improving public procurement because
governments have yet to carry out many of the necessary reforms or conduct comprehensive
expenditure reviews (Wyman, 2018). According to European Commission (2017) in Europe, public
authorities spend around 14% of GDP on public procurement (represents around EUR 1.9 trillion).
As the focus is on ICT today, ICT innovations do not circumvent public procurement too. E-
procurement solutions make purchasing activities more effective in terms of both time and cost and
are changing the way businesses purchase goods (Kakwezi and Nyeko, 2019; Georghiou et at., 2014;
Bleda and Chicot, 2019). The use of national e-procurement systems is a prerequisite for data quality
improvement and so for the adequate analysis, especially at the regional and local level. Many authors
(Obwegeser and Miiller, 2018; Gavurova et al. 2017) draw attention to the need for theoretical studies
development to appropriately involve innovation in the procurement process. Better theoretical
background should eliminate the differences between theoretical knowledge and practical experience.
Even though innovation is desired, there exist several barriers to its implementation. Suppliers
mention the barriers such as the lack of interaction with procuring organizations, the use of over-
specified tenders as opposed to outcome-based specifications, low competences of procurers and poor
management of risk during the procurement process (Uyarra et al., 2014).

1.1 Literature review

Nowadays, one of the vital emphasized element of public procurement is transparency. To maintain
a transparent procedure, fair evaluation, and compliance with government regulations and
requirements, Falagario et al. (2012) present a decision-making tool. It helps evaluation committees
to select the most appropriate offer in public procurement. This decision-making tool used data
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envelopment analysis (DEA method) that allows avoiding subjective judgments. The issues of
transparency in public administration were dealt within the study (Kamenik et al. 2011). The main
aim of this study was to identify barriers to low transparency in public procurement in the Czech
Republic. According to authors, in 2010, up to 44% of the total financial resources were awarded to
public contracts, where suppliers were not obliged to publish the information officially. The authors
emphasize that transparency is unconditionally seen as a vital tool for effectively preventing corrupt
behavior. This is particularly important in implementing a transparency policy for public
procurement. Study (Brammer and Walkerova, 2011) brings the findings of the Sustainable
Procurement Survey on a sample of 280 subjects from 20 countries. The results of the study reveal
that public authorities are encouraged to procure sustainably, eliminating their social and
environmental footprint, and promoting sustainability in the private sector. However, there is no
information on how public sector organizations respond to these challenges at the international level
in order to contribute to sustainable procurement. The authors emphasize the scope and nature of
sustainable procurement practices vary considerably across regions, with some areas of sustainability
being relatively neglected. The biggest obstacles are financial concerns.

Despite the fact, public procurement represents many disputed areas, research activities in this field
of studies are considered to be insufficient in many countries (Gavurova et al. 2017, 2018; Tkacova
et al. 2017). According to Ochrana & Pavel (2013) and Ochrana & Maaytova (2012), within the
average number of contracts, Slovakia is the last among the evaluated EU countries Slovak republic.
The limitation of research trajectories and the investigation of potential causalities is the lack of
adequate data and databases. Even though the research studies from the health sector are almost
absent, it is possible to gain valuable insights from different sectoral analyses where the process
analogy and the potential of many research inspirations are clear. The study (OECD, 2019) examines
the role of public procurement in managing public administration productivity. The study highlights
the role of public procurement as a driver of economic growth. One of the possible indicators of
administrative efficiency is the number of tendering days needed to carry out the procurement
procedure. Ochrana & Pavel (2013) state that the public procurement environment, which is more
open to competition, provides fewer opportunities for corruption in public tenders. As reported by
McKinsey and Company (2017), a global $ 3.3 billion fiscal gap could be covered by 2021 if public
spending were done more efficiently. In the area of healthcare, it has been found that further use of
existing resources would increase life expectancy by 1.4 years. By building a clear link between the
public procurement and government priorities, policymakers can gain a clearer understanding of the
role of the public procurement. Halaskova and Halaskova (2015) solve the provision of public
services using the example of social and health services.

When talking about the effectiveness of public procurement, it is essential to examine the individual
factors that influence the price of purchased goods. Placek et al. (2019), deal with the issue of the
length of proceedings in the public procurement. The authors examined the factors related to the
duration of the procedure in the public procurement from the moment of the call for tenders to the
conclusion of the contract. According to their results, the length of the public contract does not affect
the standard contract (final) price and the type of contracting authority, the expected price, the
transparency of procurement, and the method of assessment have a statistically significant impact on
the length of the contract. The duration of the bidding procedure is also influenced by the lowest price
bid evaluation, as this method accelerates the procedure. Authors Pavel & Si¢akova-Beblava (2008)
and Sicakova et al. (1975) found out the more complex the administrative procurement is, the less
transparent it becomes and the more likely it is to create corruption opportunities. Halaskova (2015)
show that fiscal decentralization plays a significant role in procuring local public services because the
expenditures are more adjusted to local priorities and preferences. Hill (2016) explored factors that
may be beneficial for centralized procurement. As stated in the study (Hill, 2016), centralization can
increase efficiency and reduce purchase costs, mainly because of economies of scale, reduced
duplication of work, increased specialization, and better knowledge and resource sharing. The focus
of public procurement studies is influenced by sector diversity. Mandl et al. (2008) assess the
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effectiveness of public services and public spending, in particular on education, research and
development, and highlights significant differences between countries.

According to the authors Davila, Gupta, and Palmer, (2013), it is clear that there is significant
potential to increase the efficiency of public spending. Such efficiency gains can be realized either by
increasing outputs for a given amount of public expenditure or by reducing the inputs needed to obtain
a given amount of production. Lorentziadis (2010) specified the methods used to select open tenders
in the public procurement process, highlighting non-price criteria. The lowest price criterion for the
selection of contract is based on the idea that the price is the only factor when the tender meets the
minimum requirements of pre-established tender specifications. The disadvantage of the only price
criterion is that quality plays no role. Procured product or service, which would be just a little more
expensive but a few times better, in this case, has no chance. Important assessment factors such as
technical strengths, quality, experience, scope, and duration of guarantees, maintenance costs, after-
sales service, and life-cycle costs are not taken into account. Incorporating non-price factors into
evaluation processes provides a more comprehensive comparison of proposals while increasing the
bidder's profits without lowering the bidder's value. The authors Guccio, Pignataro, Rizzo (2014)
state that the DEA methods provide the basis for objective evaluation of offers after the public
procurement is closed. Carpineti et al. (2006), who argue that efficient practices in PP play a key role
in modern economies by ensuring that wasteful activities are reduced.

In this study, the focus is on the modeling of the relationship between the number of offers and the
final price at which the product/service is purchased, while using the quantile regression method and
generalized regression model. Many empirical studies (Ochrana & Maaytova, 2012; Pavel &
Sicakova-Beblava, 2008) have shown the existence of an inversely proportional relationship between
the number of bids submitted and the bid price. It is therefore in the interest of the public sector to
win as many competitive contracts as possible, despite some increase in administrative costs, as the
impact on administrative costs is relatively small compared to price reductions (Ochrana & Pavel,
2013).

2 Material and Methods

2.1 Data

Data on public procurement in healthcare comes from the Central Register of Public Contracts in
Slovakia. For the analysis, we randomly chose 1 384 contracts for the period from 2012 to 2015.
Table 1 contains descriptive statistics calculated individually for each year: the absolute number of
contracts, the average number of offers, the projected average price of goods, the final average price
of goods, and the average price ratio. The average number of offers was calculated as the average
number of all offers in the process of public procurement. Projected average price represents the
average price of procured goods that was expected to be paid before the contract was made. The final
average price is the price at which the goods were purchased.

Table 1 Descriptive statistics of public contracts in corresponding years

Count of Average number of Projected average . .
Year . Final average price
contracts offers price
2012 426 2.194836 263716.6 262 417.7
2013 367 2.509537 312 630.8 368 640.2
2014 192 1.890625 944 772.3 925 322.5
2015 399 1.892231 1001 904 973642.8

Source: Central Register of Public Contracts in Slovakia, own processing

81



The count of contracts is different across the years, as we may see in Table 1. The highest average
number of offers was 2.509537 in 2013, following by 2.194836 offers on average in 2012 and
1.892231 in 2015. The least average number of offers was submitted in 2014.

The indicator that represents the ratio of the final price to the projected price is called “price ratio”
(1). It determines whether the public procurement was economically efficiently (with the percentage
of savings) or not (with the percentage of overcharge).

price ratio = final price

projected price (1)
If the price ratio is greater than 1, the final price is higher than the projected prize and therefore, the
procurement was overpriced. For example, if the value of this indicator is at 1.3, it means that the
overcharge is 30%. The ratio that is less than 1 shows that the final price is lower than the projected
price and the public procurement has resulted in resource savings. The price ratio of 0.8 signifies that
the savings are 20%. When the final and projected price is equal, the procurement does not affect the
price. The average price ratio was calculated as the average of all ratios derived for each year. As

shown in

Table 2, for the years 2012, 2014, and 2015, public procurement was made effectively. In 2013 as in
a single year, the average price ratio is above 1, that signifies that procured goods were procured with
overcharge. The average overcharge in 2013 is 0.75%. The average savings in 2012 are at 1.89%, in
2014 at 7.40% and in 2015 at 4.34%.

Table 2 The average savings /overcharge of public contracts

Year Average savings / overcharges
2012 1.89%
2013 0.75%
2014 7.40%
2015 4.34%

Source: own calculation

Considering all 1 384 contracts as one dataset, we calculated the mean and median of all projected
and final prices of goods to compare the difference between the median and mean of projected and
final price. The comparison of both indicators helps to identify whether the assumption of normality
is violated or not. For the normal distribution, the median equals the mean. As we may see, the
difference between the median and mean is nearly 4 000 units. As shown in Table 3, the violation of
the normality assumption is confirmed.

Table 3 Descriptive statics for the projected price, final price and price ratio

Median Mean
Projected price 50 000 583 984.5
Final price 46 931.3 587 591.2
Price ratio 0.9921253 0.9734077

Source: own calculation

2.2 Methods

When considering all 1384 contracts, the assumption of the normality of the distribution of the
projected and final price due to very extreme values is clearly violated, according to Figure 1. The
distribution of both the estimated and the final price is positively skewed. As far as we would like to
use the price ratio as a basis for linear modeling of the relationship between the amount of savings
achieved in public procurement and the number of price offers, the normality of price ratio should be
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proven. Extreme observations may also cause the violation of other linear regression assumption, that
means the random error of the model doesn’t have a constant variance. Extreme values also affect the
estimated regression coefficients of the model, even a small number of extreme observations can
significantly influence the estimated regression coefficients (Maddala and Lahiri, 2009).

To verify the normality of the distribution of price ratio, we used the Shapiro-Wilk test. It compares
the empirical distribution function to the theoretical distribution function of normal distribution. We
tested the null hypothesis Ho of the normal distribution of price ratio to alternative hypothesis H; that
the distribution of price ratio is not normally distributed. Considering the p-value asymptotically equal
to zero, the distribution of price ratio is not normal, and so we can’t use it as input in the linear
regression model.

Figure 1 Density of projected and final price. Source: own processing in R
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As well as we know, that normality could be violated by extreme values, the question is whether the
exclusion of extreme values could influence the results of our study. Unfortunately, the elimination
of extreme values would result in the violation of sample randomness. To avoid this problem, to
model the relationship between savings/overcharge and number of offers, we decided to use a
generalized linear model and quantile regression.

2.2.1 Modelling the relationship between the amount of savings/overcharge and the number of
offers

In general, the most common tool for estimating the relationship between explanatory and explained
variable is classical linear regression (Hebak and Svobodova, 2001). This study deals with the number
of offers as the explained variable and the amount of savings/overcharges as an explanatory variable.
Considering the classical linear regression model, the assumption of homoscedasticity or no
autocorrelation in the residuals could be defined as follows (2):

L =E(ee’) =0%1, )
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where X represents the variance-covariance matrix of the residuals, e represents the vector of the non-
systematic component of the model (residuals), e” is the transposed vector of residuals, o2 is constant
variance (a scalar element) on the diagonal of the variance-covariance matrix and I,, the unit matrix
(sometimes called identity matrix: symmetric matrix of dimension n x n, which has ones on the main
diagonal and zeros elsewhere). Ideally, if the assumption of homoscedasticity and non-correlation of
a non-systematic component is fulfilled, the variance-covariance matrix (3) for n = 3 would be:

o2 0 0

=0 o% 0 ®)
0 0 o2

If the assumptions of the classical linear model are met, the best unbiased and robust estimator of the

regression coefficients of the model is the least squared estimator. In this case, we can calculate the
model regression coefficients as follows (4):

b=X"X)"'x"y 4)

where b is a vector of the estimated regression coefficients (b; = j3,), X is the matrix of explanatory
variables, and y is a vector of the responsible variable (Draper and Smith, 1998).

2.2.2 Generalized linear model

This part of the study describes the generalized linear model as a tool for examination of the
relationship between explanatory and explained variables. As far as the normality of distribution and
the assumptions of homoscedasticity and no-correlation of residuals are violated, the classical linear
regression model is not appropriate. In our case, the variance-covariance matrix of residuals is not a
scalar multiple of the constant variance and the unit matrix (o2 I,,) but will be equal to the product
o2 and the matrix of weights W, denoted by Q written as (5):

Q=W (5)

It follows that the variances D (e;) doesn’t have to be constant and are equal to positive constants on
main diagonal of matrix @ (of, 0%, ..., 7) and the pair of random variables e; and e; for i,/ =
1,2,...,n could be correlated and their covariance is equal to the same constants o;%. Based on the
variances and covariance properties, matrix Q is the symmetric, positively definite matrix of
dimension n % n with positive elements on the main diagonal.

2.2.3 Quantile regression model

In this case, quantile regression in which we model the effect of the explanatory variables on the
individual quantiles of the explained variable is more suitable. The quantile regression analysis aims
to determine the impact of the number of bids at individual savings/overcharge levels.

In the case of a linear regression model, while the mean squared error is minimalized, the mean value
of the dependent variable is estimated. While modeling only the conditional mean value (in linear
regression), we lose a great deal of information about the explained quantity. Conversely, using the
quantile functions, the information obtained is significantly more complex (Prochazka, 2015).

Considering the continuous random variable X with values range from 0 to 1, the distribution function
of X is defined as follows in (6):

FX=x)=Fx)=PX <x) (6)

Quantile function will be the inverse function to the distribution function defined by (5). To estimate
the regression coefficients, the optimization method of linear programming is involved. The
estimation of regression coefficients in the case where there is exactly one explanatory variable and
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one response variable expresses how much the t-th quantile of the conditional probability distribution
changes if the explanatory variable changes by one unit (Koenker, 2005).

The function is In() and the formula (7):
InE[y] = o + 1x U]

where y represents the response variable price ratio, and the number of offers represents the
explanatory variable x.

Considering the exponential function properties, the exponential function has the formula (8):

E[y] = eBO+B1x (8)
The equation (2) can be adjusted as formula (9):
E[y] = efoefr 9)

The analysis was made within the R — framework, using the integrated library stats. We used
Generalized linear model with Gamma family and log link (Multiplicative arithmetic mean model),
with the assumption, that the outcome is skewed and always positive. To analyze our data, the library
quantreg was used.

3 Results and Discussion

In the previous part of this paper, we showed that the price ratio doesn’t have a normal distribution.
As the price ratio doesn’t have a normal distribution, the estimation of classical linear regression
coefficients was not performed (the assumption of normality of violated). Instead, we firstly created
a generalized linear model. Next, we did quantile regression analysis that helps us to overcome the
violated assumptions of classical linear regression and to interpret the results better.

As we can see in Table 4, the explanatory variable in the generalized linear model was constant, and
the number of offers. The dependent variable was the final price as a % of the projected price. We
can see that the relationship between constant and final price as a % of the estimated price is
statistically significant. Between the explanatory variable (number of offers) and explained variable
(final price as a % of the estimated price), there is evidence of a statistically significant relationship.
While the relationship between constant and % of the estimated price was positive, the relationship
between the number of offers and explained variable was negative. We can conclude that there exists
evidence of the negative relation between the explanatory variable and explained variable, meaning
that if the number of offers increases, the final price as % of the estimated price decreases.

Table 4 Generalized linear model results

Explained variable Final price as a % of the estimated price

Explanatory variables Estimated regression coefficient Statistical significance
Constant 0.075034 0.00098 ***

Number of offers -0.048321 1.5e-07 ***

Source: own processing in R using data from the Central Register of Public Contracts in Slovakia for
the period from 2012 to 2015.

Since the relationship in classical linear regression is slightly different, we do not interpret the
regression coefficients of the generalized linear model, b, a b;, we calculate them with an exponential
function as follows (9,10):

efo = 0075034 = 1,0779209 9)
ef1 = 70048321 = 0 9528278 (10)
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Since we do not interpret the regression coefficients, we interpret only the influence of offers on
average savings/overcharges. If the number of price offers increases by one unit the average ratio of
the final price to projected price decreases 0.95 times, meaning that it will decrease by 4.72 %. The
price ratio is the ratio of the final price to projected price so that we can interpret this as a 4.72%
increase in savings. The increase in the number of offers by one unit affects the average procurement
savings, they will increase by 4.72%.

In practice, however, contract price even of highly overpriced contracts or of the other contracts with
savings can respond differently to the different levels of offers that could rise in more extreme values.
For the 20, 30, ..., 80 quantile percentiles of the response variable (the amount of savings or overprice
as the ratio of the final price to expected price) the results of quantile regression are summarized in
Table 5.

As we can see, as the T (quantile order) increases, the effect of the number of offers on savings tends
to decrease. For 40% and 30% of the most overpriced public procurement (t = 0.6 a 0.7), the number
of bids does not seem to have any statistically significant effect on savings. For 20 % of the most
overpriced procurement (t = 0.8), the increase in the number of bids raised into a statistically
significant decrease in savings of 1.28%. In contrary, when considering the 20% of the most
economically efficient procurement, the increase in the number of bids by one unit raised in the
savings of 7.74 %. For 30% of the most economically efficient procurement, the increase in the
number of offers by one unit raised in the savings of 4.46 %.

Table 5 Quantile regression results

T Constant Final price as a % of the estimated price
Estimated regression | Statistical significance | Estimated regression | Statistical significance

0.2 1.00765 0.000 *** -0.07744 0.000 *=**

0.3 1.02038 0.000 *** -0.04649 0.000 ***

0.4 1.02206 0.000 *** -0.02796 0.000 *=**

0.5 1.01329 0.000 *** -0.01331 0.000 **=

0.6 1.00411 0.000 *** -0.00411 0.403

0.7 1.00000 0.000 *** 0.00000 1.000

0.8 0.99722 0.000 *** 0.01278 0.016 *

Source: own processing in R using data from the Central Register of Public Contracts in Slovakia for
the period from 2012 to 2015

The result of quantile regression is also shown in Figure 2.

Figure 2 The relationship between the number of offers and the value of the regression function.
Source: own processing in R using data from the Central Register of Public Contracts in Slovakia for
the period from 2012 to 2015.
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The gradual decrease in slope is apparent given the decreasing absolute value of a straight line. As
can be seen, the steeper the drop for a given quantile, the greater the effect of an increase in the number
of the offer is. We can say that in the case of horizontal (or almost horizontal lines), this effect is
statistically insignificant. The slightly increasing line for T = 0.8 (20% of the most overpriced orders)
indicates an increase in the price ratio (decrease in savings - increase in overpricing).

4 Conclusion

This paper aims to investigate the relationship between the explanatory variable (number of offers)
and the variable explained (final price as a % of the estimated price). Before analysis, we created the
variable price ratio that represents the ratio of final price to projected price in public procurement in
healthcare. The desired condition occurs when the ratio between the final price and the estimated
price is less than 1 (supposing that goods were purchased with the savings).

The main conclusion that can be drawn is that, there exists evidence of the relation between the
number of offers and the final price. Our results on the relationship between price offer and the price
ratio are broadly consistent with theory of concurrence, that says if the number of offers (suppliers)
raises, the suppliers have to adjust their price in relation to their concurrence, and so the suppliers'
prices tend to be lower. If the price will be lower, the potential savings could become greater or at
least the overcharges could be lower. In practice, this means that public procurement becomes more
effective (with greater savings) as the number of offers is higher.

There are many approach that allows to model the relationship between a response (or dependent
variable) and one or more explanatory variables (or independent variables). As the results of study
show, with the raising quantile (the lower percentage of overpriced offers), the effect of number of
offers tends to be lower. That means if the quantile is higher, the increase in the number of offers will
have significantly lower effect on savings. Comparing the average unit change in the number of offers,
estimated by the generalized linear model, increase in the number of offers by one unit affects the
average increase in public procurement savings of 4.72%. However, the results obtained by quantile
regression allowed us to model this dependence on the different quantiles of the variable explained,
that helps us better understand the relation between the number of offers and final price.

Recent research on public procurement provide highly heterogeneous results and reveals many
unclear outcomes that vary across the studies. Demographic trends and globalization are forcing
countries to deal with increased pressures on the improvement of the efficiency and effectiveness of
public spending. As the process of public procurement becomes more important, and selection of the
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most appropriate offer become more under the supervision of citizens, there is a need for better
theoretical research. The level of public sector transparency has a significant impact on the level of
corruption in society. The comparative analysis across different countries is essential for creating
national and international benchmarks.

Many factors influence the final price in public procurement, such as the quality of the product, the
length of the procurement process, the number of offers, etc. Because of the lack of data we decided
to investigate only the number of offers. Another limitation of this study is that we used only random
sample of total contracts that were made in public procurement during the years 2012 to 2015.

The work represents the basis for future studies in the field of public procurement. As it contains two
different methods (quantile regression analysis and generalized linear model) to examine the
relationship between explanatory and explained variables, it could be helpful in similar studies.
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Changing as a Continuous Need: Case of Albanian Local Government

Alda Gjergji, Manjola Correj

Abstract

Since the creation of the Albanian State (28.11.1912), local government has seen numerous
transformations influenced by various external and internal factors. Successive changes came as a
need to suit country's requirements for development and to meet the requirements of the European
Union. This paper gives an overview of the definition of local government and analyzes the
Administrative - Territorial Reform in the context of financial effects on local government units.
Evaluating the findings, we concluded that the Administrative - Territorial Reform did not meet
completely the objectives as the new legislation is not fully implemented, the process of absorbing
new functions, employees, assets and increasing the quality of services has not been successfully
achieved. Furthermore, there has been developed a regression model in order to understand if the
reform has achieved its main objective, fiscal autonomy of local government. As the model suggests,
municipalities have high dependence on central government transfers. To improve the situation is
needed to expand the public sector altogether with delegating functions to local government and also
raise the amount of unconditional transfers as a percentage of GDP.

Keywords: Administrative-territorial reform, capital expenditures, decentralization, fiscal autonomy,
local governance

JEL Classification: H71, H72, H74

1 Introduction

Local governance® is defined as the formulation and execution of collective action at the local level.
Thus, it encompasses the direct and indirect roles of formal institutions of local government and
government hierarchies, as well as the roles of informal norms, networks, community organizations,
and neighbourhood associations in pursuing collective action by defining the framework for citizen-
citizen and citizen-state interactions, collective decision making, and delivery of local public services.
According to Lockard, local government is a public organization, authorized to establish and
administer public policies within a given territory, the latter is a subdivision of the central government.
As Andrews and Shah® suggest, local governments are required to do more than provide primary
education, however, they are bound by a national mandate to provide the same standard education for
all citizens. While Tinder arguments that the local institutions are there not only to provide various
public services to citizens, but also to represent in the best way possible the will of them. Regarding
the role of citizens Moore says that, it seems that they have multiple roles as governors (owner-
authorizers, voters, taxpayers, community members); activist-producers (providers of services, co-
producers, self-helpers obliging others to act); and consumers (clients and beneficiaries). According
to Wilson®’, governance refers to the interaction between civil society and government in determining
governmental action.

1.1 Need for decentralization

The3® classic concept of decentralization comes from the prominent philosopher and economist John
Stuart Mill, “The purpose of having a local representation means that those with common interests

% http://siteresources.worldbank.org
3% Matthew Andrews, Anwar Shah (2003), Assessing local government performance in developing countries
37 Robert H. Wilson (2000), Understanding local governance: an international perspective

38 http://www.klsh.org.al/web/raporti_reforma_territoriale_4443.pdf
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who do not share with other fellow citizens in general can manage their own interests. Each city has
specific interests, whether small or large, but which are common to the community and consequently
each city, regardless of geography or population, should have its own council”. Since 2000, different
international and national actors have put their idea of territorial administrative reform in Albania.
With the entry into force of the Lisbon Treaty, the European Union has recognized local authorities
with new attributes and responsibilities as a demand for democracy and efficiency in governance. In
2003, the World Bank proposed a series of reforms related to fiscal and administrative
decentralization as well as territorial reform, among which the recommendation for distribution
asymmetric functions of LGUs functions and responsibilities referring to human and fiscal capacities.
This was followed by the recommendation of the Organization for Security and Cooperation in
Europe, the United Nations Development Program and the Swedish Public Administration Institute
(2005-2006) for reforms in administrative territory and creation of economic regions and the United
States Agency for International Development funded by the United States Agency for International
Development (2012) underlined need for administrative reform by closely linking it with improving
decentralization in governance and improving local service delivery. The Regional Development
Program funded by the Austrian and Swiss Development Agencies enriches the discussion about the
need for territorial and administrative reform, focusing on the role of the second tier of local
government, and deeply analyzing sub- national level from the point of view of multi-level
governance and regionalization.

1.2 Administrative — Territorial Reform

Considering the requirements for integration into the European Union and the increased need to
strengthen local government, the Albanian Government on 31 July 2014 adopted Law no. 115/2014
on “the Administrative - Territorial Division of Local Government Units in the Republic of Albania”.
One of the major changes introduced by this Law was the downsizing of the number of Local
Government Units from 373 “urban municipalities” and “communes” to 61 new Municipalities,
“communes” having been abolished®. This reform was followed by a Crosscutting Strategy on
Decentralization and Local Governance*® and the adoption of Law no. 139/2015, "On Local Self-
Government", Law no. 68/2017 "On the finances of local self - government" and a number of other
acts with regulatory character.

The Strategic Policy Framework of the National Crosscutting Strategy on Decentralization and Local
Governance 2015-2020* is to:

= Enhance the overall efficiency of local government structures;

= Strengthen local finances and increase fiscal autonomy;

= Strengthen good governance at the local level,

= Delegation of services to local government to exert greater opportunities to promote local
democracy.

Main opportunities and risks associated with the Administrative - Territorial Reform, are listed in the
figure below:

% https://qbz.gov.al/
“Onttps://info.undp.org/docs/pdc/Documents/ALB/Decentralisation%20Strategy%20Final%20-%20Feb%202015%20-
%20English.pdf

“Ihttps://info.undp.org/docs/pdc/Documents/AL B/Decentralisation%20Strategy%20Final%20-%20Feb%202015%20-
%20English.pdf
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Figure 1- SWOT analysis of Administrative - Territorial Reform
Source: www.Klsh.org.al

Strengths: Weaknesses:
- Increasing the functions of LGUs; - Dependence of LGUs on Central
- Great cooperationwith citizens; Government Finances;
- Better knowledge of needs and - Transfer of competencies notaligned with
improvements services. required financial resources;

- Lack of managing/delivering services.

Opportunities: Threats:
- European Union assistance to local - Failure to meet the expectations of the
decentralization issues in Albania; public with the implementation of ATR;
- Highlevel of political acceptance; - Corruption and bureaucratic obstacles;
- Theautonomy of local government - Political interventions.
based on accepted international
conventions.

1.2.1 Financial performance, before and after Administrative — Territorial Reform

According to the performance audit report of Supreme Audit Institution, "Functioning of
Municipalities, within the Administrative-Territorial Reform, 07.10.2018” two indicators of
efficiency measurement are:

= Administrative expenses/Total expenses, and
= Own revenues/Total revenues;

From the data obtained from the portal for local finances, the trend of Administrative expenses/Total
expenses ratio is as follows:

Chart 1 - Administrative expenses/Total expenses ratio, 2010-2018
Source: Local Finances Portal www.financatvendore.al, Author’s calculations
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Until 2014 this ratio has a downward trend, while this trend changes after 2014, increasing and
marking the maximum value in 2018, 25.809 %. This comes from delegating some new functions
from central government to local government, thus increasing administrative expenses.

From the data obtained from the government financial information system and the portal for local
finances, the trend of Own revenues/Total revenues ratio is as follows:

Chart 2 - Own revenues/Total revenues ratio, 2010-2018
Source: Local Finances Portal www.financatvendore.al, Author’s calculations
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From the above graph we conclude that after the period of implementation of the territorial
administrative reform (2015), the indicator has a growing tendency which shows the strengthening of
the self-financing of local government structures. The implementation of administrative-territorial
reform has enabled capacity building and potential management of local self-government units thus
increasing their own revenues.

Chart 3 - Total revenues, 2010-2018
Source: Local Finances Portal www.financatvendore.al
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If we analyze the performance of total revenues of local government, it results that over the period
2010-2018 there has been a significant growth of the total revenue of local self-government units
following the implementation of the territorial reform (2015) and especially after full execution
(2016).

94



Components of total revenues are:

a. Own revenues;
b. Unconditional and specific transfers;
c. Conditional transfers.

-Two main groups of own revenues are tax and tariff revenues. The growing of local fees and use of
water utilities as tax agents resulted in an upward trend from year to year. However the role of tax
revenues differs from one municipality to another. For about 45.9% of municipalities (28 out of 61
municipalities) tax revenues represent over 50% of their own source revenues. The municipalities of
Vloré, Ura Vajgurore, Tirané€, Shijak, Roskovec, Lezhé, Kavajé and Durrés collect local tax revenues
above the national average of about 59.7%. Whereas, for about 50.8% of the municipalities (31 out
of 61 municipalities) tariff revenues account for over 50% of these from local municipalities own
resources. In the municipalities of Bulqiz€, Kamé&z, Kukés, Kucové, Patos, Puké and Skrapar, local
tariffs contribute more than 70% to revenues from local municipal resources.

One of the taxes that faced change after the Administrative — Territorial Reform is Small business tax.

Chart 4 - Small business tax as a percentage of Total revenues, 2010-2018
Source: Local Finances Portal www.financatvendore.al
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From the above graph of small business tax, we notice the decreasing trend of it. This decline comes
as a result of the adoption of the new fiscal package in 2015. Law 139/2015, On Local Self-
Government, does not guarantee the decision of the local government, with negative consequences
for decentralization and fiscal autonomy of the municipalities. Specifically, the central government
has not implemented the legal provisions and has not rewarded the municipalities for the budget losses
that it has devoted to the change in the small business tax collected by the municipality. The main
change of this law is for subjects that realize less or equal than 8 000 000 ALL during the fiscal year.
They have the obligation to pay the simplified tax on profit for the small business. Total income from
small business activity, means any kind of income realized during the tax period, but is not limited to
income derived from the supply of goods and services, income from participation, interest income,
income from the utilization of assets movable and immovable property. The tax rate applicable to
taxable profit for taxpayers subject to simplified tax on small business income, with annual turnover
of five to eight million ALL, is five percent. The simplified profit tax for taxpayers with an annual
turnover of zero to five million ALL is zero ALL per year. During this period the lowest value is
registered in the amount of 311 236 min ALL in 2017.

The unconditional transfer was introduced in 20012 and provides local governments with funds to
execute their exclusive functions. It is the single most important source of revenue for Albanian local

42 http://www.nalas.eu/News/FD_2018
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governments, constituting more than 50% of revenues for about 43 of the new 61 larger municipalities
at end 2016. The Local Self-Government Finance, for the first time since 2001, addressed the issue
of the annual determination of the total size of the grant by anchoring it at no less than 1% of the
projected Gross Domestic Product and no less than the amount allocated the previous year, ensuring
both predictability stability and security of financial resources over time. Analysing the share of
revenues from unconditional and specific transfers appears that 83.6% of the municipalities (or 51 of
them) have dependence above the national average for 2018 (47.9%). Two extreme values are marked
in the Municipality of Pustec where 97% of local revenues are represented by unconditional and
specific transfers and in the Municipality of Tirané, at about 18.8%. The Local Self-Government
Finance incorporated also the new formula for the allocation of the unconditional grant:

a) 80% according population (based on the concept of Effective Resident Citizens that is the 2011
Census data adjusted by adding 30% of the difference between the Civil Register and the Census23);

b) 15% according to population density, with four different density thresholds where less dense
municipalities benefiting from extra-resources;

c) 5% based on the effective number of primary and secondary education pupils.

-The conditional transfer is granted to the local government units with predetermined purpose
(delegated functions or for functions the responsibilities over which are in practice shared by the two
levels of government). In recent years, the size of conditional transfers from the Regional
Development Fund has increased substantially, thus reducing local fiscal autonomy. The proceeds
from conditional transfers represent about 40.7% of the total financial resources of the municipalities
in 2018. However, when there are insufficient financial resources, municipalities in Albania can
legally borrow short-term loans to cover short-term or long-term liquidity needs, in order to finance
capital expenditures or refinancing an existing loan®,

Table 1 - Local Governance debt stock

Municipality Lender Loan size Signed on Maturity Stock at the end of 2018
Korgé Pro Credit 100 2010 2020 27.58

Korgé ISBA 200 2014 2024 143.26

Pogradec Pro Credit 113 2010 2020 9.83

Vloré BKT 420 2010 2020 50.21

Petrelé BKT 15 2010 2019 0.28

Elbasan BKT 800 2010 2020 436.32

Lezhé ISBA 107 2014 2023 48.19

Source: Ministry of Finance and Economy

Considering the data published in the loan register at the end of 2018, results that seven municipalities
have borrowed loans. All aforementioned loans were contracted between 2010 and 2014, in order to
finance infrastructure projects. The same data show that after 2014 no municipality has borrowed
loans. This is because Albania public debt has crossed the Maastricht Treaty borders and the Ministry
of Finance has restricted access to local government borrowing to maintain the central government's
borrowing space. In this context, it becomes necessary to leave a space of local government in the
borrowing market.

1.2.2 Comparison with region

According to the NALAS Report on Fiscal Decentralization Indicators for South East Europe, 2018,
the average population of first tier local governments results as follows:

43 https://qbz.gov.al/
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Chart 5 — Average population of first tier local governments
Source: NALAS EU (2018), Fiscal decentralisation report
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The average of the population for the local unit in EU is 5580. Before the reform (373 local units),
Albania had an average of 8,566 inhabitants per unit, while today (61 municipalities) the average
number of population reaches 47,000 inhabitants per municipality. This shows for large municipalities
with a considerable number of residents and voters, who can produce fairly competitive choices, with
a challenge, the delivery of services across the territorial jurisdiction extensively expanded*:.
According to the NALAS Report on Fiscal Decentralization Indicators for South East Europe, 2018,
the general and local government revenues as a percentage of GDP in 2017 result as follows:

Chart 6 —-General and local government revenues as a percentage of GDP in 2017 in South-East
Europe countries and EU countries
Source: NALAS EU (2018) - Fiscal Decentralisation Report
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As seen in the graph above, Albania is one of the countries with the smallest public sector, below
30% which devolved additional service responsibilities to the local governments without expanding
the public sector. The gap with EU remains still significant.

4 http://www.nalas.eu/News/FD_2018
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1.2.3 Initiatives related to public administration

Obtaining the candidate status in June 24, 2014 marks an important step forward in the European
integration process, which requires a professional administration and human and material resources
to enable the implementation of national policies and objectives. As a part of the movement to good
and equitable governance in Albania, there has been a growing awareness of the importance of
decentralization as a means to enable people to participate more directly in the decisions that shape
their lives. Increasingly, it is recognized that participation in governance processes helps empower
people and that decentralization and strengthened local governance are key elements in the
achievement of this goal. Active citizens don't want the government to provide standard solutions for
everything on the contrary, they prefer personalized solutions. On October 2017, the Prime Minister
of Albania presented a new platform called “shqiperiageduam.al”. Through this on-line platform, all
citizens have the opportunity to express complaints, opinions or suggestions to the government and
ministries or subordinate institutions through sections: My Appeal, My Initiative, My Name, My
Interpellation, My Name Note, My School, My Business, Our Assemblies, | Want To Contribute, My
History. Any denunciation is verified by the staff recruited and within 10 days each citizen receives
an answer. Until 20.01.2019 on the platform of co-governance, the total number of completed
complaints has reached 26 721 out of 27 872 of the total number of complaints. Whereas, cases at the
local level of the total number of completed complaints have reached 4 218 out of 4 684 total number
of complaints. The total number of log in, on the site page is 79 065 and the total number of new
registrations 13 681. The electronic web portal is considered as a great way to fulfil the needs of
citizens and as a huge source of information in the fields that must be improved.

De-politicization of civil service remains a constant challenge in Albania. According to the European
Commission, Albania is moderately prepared in the reform of its public administration. Efforts
continued, resulting in some progress in the efficiency and transparency of public services delivery,
training of civil servants, more transparent recruitment procedures, and the overall strengthening of
merit-based civil service procedures. After intensive students protests for their rights, the Council of
Ministers of Albania assigned two decisions (Decision nr. 766/26.12.2018, “For the employment of
the students of excellence in the public administration institutions, part of the civil service, for the
year 2019” and Decision nr. 812/26.12.2018, “For the employment of the students of excellence in
the public administration institutions, non part of the civil service, for the year 2019”) through which
all vacant positions of the executive category (specialist and equivalent) in 2019, in state
administration institutions, part/non part of the civil service, will be filled with priority by the students
of graduate excellence starting from 2017 onwards through their contractual employment temporary
1-year (one-year). After this, the electronic web portal “punetembare.al” was announced and excellent
students had their possibility to get employed on 803 vacant positions in public administration with
one single criterion — their average grade of studies. By the end of March 2019, 373 excellent students
were employed in the civil service and 86 out of civil service. Thereafter each receiving institution is
supporting their “excellent specialists” with training. This special initiative, never applied before,
aims to encourage young people in their high qualifications as well as to vitalize and depoliticize
public administration.

2 Material and Methods

"Empowerment of the local government and the decentralization process thereof, in order to ensure
a heightened efficiency of local government itself" - was the government vision presented on
the National Crosscutting Strategy for Decentralization and Local Governance 2015-2020. But today,
after four years of implementation of the Administrative — Territorial Reform can we say that the
strategy has fulfilled its main objective? In order to answer the submitted question, we will build an
econometric model that aims to discover the link and importance of local government own revenues.
The information used in the model is taken from local finances web portal (www.financatvendore.al)
and data processing is accomplished using Gretl program.
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2.1 Model and Data
The research question

Has the Administrative — Territorial Reform strengthened local governments role in terms of own
revenue growth and long-term growth, or it is still dependent on government-provided financial
resources?

Has the Administrative — Territorial Reform achieved its main goal to strengthen local finances?
Hypotheses

Null hypothesis (HO0): None of the variables affects the level of capital expenditures of local
government.

Alternative hypothesis (Ha): At least one of the variables affects the level of capital expenditures of
local government.

The sub-hypotheses of this study rely on the link between capital expenditures of local governance
and independent variables as follows:

Ho.1 Unconditional transfers do not affect capital expenditures of local governance.
Ha1: Unconditional transfers affect capital expenditures of local governance.

Ho.2: Own revenues do not affect capital expenditures of local governance.

Haz2: Own revenues affect expenditures of local governance.

The theoretical relation of variables

According to World Bank, fiscal decentralization involves shifting some responsibilities for
expenditures and/or revenues to lower levels of government. One important factor in determining the
type of fiscal decentralization is the extent to which sub-national entities are given autonomy to
determine the allocation of their expenditures. While the other important factor, is local governments
ability to raise revenue.

Capital expenditures are the most important category of expenditures that have impact on the welfare
of the society in long terms. Theoretically larger financial resources create higher capital spending
opportunities.

Two groups of revenues with non predetermined destination are unconditional transfers and own
revenues. With the following econometric model, we will try to find out whether local government
has strengthened its revenues towards long-term growth or is still dependent on government-provided
financial resources.

Data obtained from local finances portal are presented in the following table:

Table 2 — Capital expenditure, Unconditional transfers, Own revenues, 2010-2018

Capital Expenditure | Unconditional Transfers | Own revenues

Year | (in' 000 000 All) (in 000 000 All) (in 000 000 All)
2010 | 11436.1 246233 128917
2011 | 135812 241453 126317
2012 | 108254 22624.8 11988.3
2013 | 13035.2 24618 121535
2014 | 154733 27603 144004
2015 | 16530.8 25441.1 13056.1
2016 | 19941 35976 16782.2
2017 | 26505.8 43439.6 20294.7
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| 2018 | 233365 | 49250.1 | 24226.1
Source: Local Finances Portal www.financatvendore.al

Table 3 - Model 1 - OLS, using observations 2010-2018 (T = 9)

Coefficient Std. Error t-ratio p-value
const 4790.61 3348.81 1.4305 0.20251
Unconditional_T 1.47182 0.570703 2.5790 0.04183 **
Own_revenues__i -2.17581 1.29472 -1.6805 0.14385
Mean dependent var 16740.59 S.D. dependent var 5449.734
Sum squared resid 22920003 S.E. of regression 1954.482
R-squared 0.903534 Adjusted R-squared 0.871379
F(2, 6) 28.09905 P-value(F) 0.000898
Log-likelihood -79.14678 Akaike criterion 164.2936
Schwarz criterion 164.8852 Hannan-Quinn 163.0167
rho -0.322342 Durbin-Watson 2.431900

* decisive indicators with 10% level of importance
** decisive indicators with 5% level of importance
*** decisive indicators with 1% level of importance.
Source: Author’s calculations

As we can see from the OLS analysis, for the model with 9 observations in total, we have a R? =
90.3534% or else 90.3534 % of the capital expenditures variation, is explained by the variables of
unconditional transfers and own revenues. For p values (observed level of importance) greater than
0.05, the influence of the independent variable on the dependent variance is insignificant in the
conditions when the other variables remain unchanged in the equation and for the most p values
smaller than 0.05 zero hypothesis on link absence will be rejected, so the link between the variables
is important.

Let's analyze all the hypotheses of the study by the value of p:
Ho.1 Unconditional transfers do not affect capital expenditures of local governance.
Ha1: Unconditional transfers affect capital expenditures of local governance.

From the above model we note a positive relationship between the unconditional transfers and the
capital expenditures. The value of the 'p' of the variable 'Unconditional Transfers' is 0.04183, which
is lower than 0.05 and as a result the second hypothesis is verified, which means according to this
model the unconditional transfers have an impact on Capital Expenditures. The positive relationship
between unconditional transfers and the capital expenditures is in line with our expectations.

Ho2: Own revenues do not affect capital expenditures of local governance.
Ha2: Own revenues affect capital expenditures of local governance.

From the above model we note the value of the 'p' of the variable 'Own revenues' is 0.14385, which
is higher than 0.05 and therefore the zero hypothesis is verified, which means that the change in the
value of own revenues does not affect the capital expenditures. From this conclusion this variable
should be removed from the model.

Let's repeat the analysis of the improved model by removing the 'Own revenues' variable and
concretely obtaining the following model:

100



http://www.financatvendore.al/

Table 3 - Model 2 - OLS, using observations 2010-2018 (T = 9)

Coefficient Std. Error t-ratio p-value
const 3347.95 1820.17 1.8394 0.10845
Unconditional _T 0.941923 0.120315 7.8288 0.00010 faleal
Mean dependent var 16740.59 S.D. dependent var 5449.734
Sum squared resid 24354477 S.E. of regression 1865.264
R-squared 0.897497 Adjusted R-squared 0.882853
F(1,7) 61.29042 P-value(F) 0.000105
Log-likelihood -79.41995 Akaike criterion 162.8399
Schwarz criterion 163.2344 Hannan-Quinn 161.9887
rho -0.404957 Durbin-Watson 2.304053

* decisive indicators with 10% level of importance
** decisive indicators with 5% level of importance
*** decisive indicators with 1% level of importance.
Source: Author’s calculations

As we can see from the OLS analysis, for the improved model with 9 total observations, we have a
R?= 89.7497%, or else 89.7497% of the Capital expenditures is explained by the Unconditional
transfers. The 'Unconditional transfers' variable with the improved model has been significant at 1%.
The resulting model takes the following form:

Capital Expenditures = 3347.95 + 0.941923 Unconditional Transfers
The interpretation of regression coefficients:

= The constant 3347.95 is considered as the intercept, that shows in average the Capital
Expenditures’ when the ‘Unconditional Transfers’ takes the value of 0.

= The coefficient 0.941923 near the variable ‘Unconditional Transfers’ shows a positive
relationship between the ‘Unconditional Transfers’ and ‘Capital Expenditures’. Thus, an increase
of 1 unit of ‘Unconditional Transfers’ causes an increase of 0.941923 unit of ‘Capital
Expenditures’.

3 Results and Discussion

The Administrative - Territorial Reform did not meet completely the objectives as the new legislation
is not fully implemented, the process of absorbing new functions, employees, assets and increasing
the quality of services has not been successfully achieved. Municipalities created by administrative-
territorial reform still do not enjoy high decentralization due to their lack of fiscal autonomy and as
the model suggests, municipalities have high dependence on central government financial means. To
improve the situation is needed to expand the public sector altogether with delegating functions to
local government and also raise the amount of unconditional transfers as a percentage of GDP.

4 Conclusion

= The Administrative — Territorial Reform came as a need to suit country's requirements for
development and to meet the requirements of the European Union.

= The reform was widely perceived as a territorial reform or changing borders and unification of
local units and very little in the process of decentralization and administrative reform.
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= Due to the delegation of new functions, administrative expenses have been growing as a
percentage of total expenses.

= The reform has enabled capacity building and potential management of local self-government
units thus increasing local government own revenues.

= Unconditional transfers count for approximately 1% of the Gross Domestic Product.

=  Conditional transfers represent about 40.7% of the total financial resources of the municipalities
in 2018 with most impact from transfers from the Regional Development Fund, thus reducing
local fiscal autonomy.

= Albania is one of the countries (South Eastern Europe) with the smallest public sector, below
30% which devolved additional service responsibilities to the local governments without
expanding the public sector.

=  There have been some initiatives for co-governance with citizens (shqgiperiageduam.al) and de-
politicization vitalization of public administration human resources (punetembare.al).
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Support and Financing of Sport in the Moravian-Silesian Region and
Comparison with the Regions of the Czech Republic

Martina Halaskova

Abstract

The paper aims to evaluate the possibilities of supporting sport, expenditures on sport and leisure
activities in the Moravian-Silesian region, and to compare allocated expenditures on sport and leisure
activities in regions of the Czech Republic. Mutual relations between expenditures on sport and
leisure activities and recreation per capita with respect to total expenditures of regions and as share
of the region's expenditures in regions of the Czech Republic in years 2010 and 2018 are investigated
applying correlation and regression analysis. The majority of regions demonstrates a trending of an
increasing share on sport from regional budgets in 2018 compared to 2010. The results have shown
that the Moravian-Silesian region allocated 54% of expenditures intended for sport and leisure
activities on sports. Comparison of other regions in 2010 and 2018 showed that the Olomouc region,
following Prague, allocated the highest expenditures on sport per capita and as share of the region’s
expenditure. In contrast, the lowest expenditure on sport per capita and as share of the region’s
expenditures were found in the Moravian-Silesian and Hradec Kralove regions (in 2010), and in
Central Bohemian and Usti nad Labem regions (in 2018).

Keywords: Expenditures, leisure activities, Moravian-Silesian region, regions, sport
JEL Classification: 220, R50, H72

1 Introduction

Sport and physical activities are a natural part of leisure time as a means towards upbringing, education,
moulding one’s personality and social bonds. On the national level, the Ministry of Education, Youth
and Sport is responsible for coordination and organisation of sport, which drafts national sport policy
and coordinates implementation of a plan approved by the government and ensures financial support
of sport from the state budget. On the regional and local level, regions and municipalities play the
main role in sport, ensuring the development of sport for all, preparation of the gifted with sport,
including the disabled. In accordance with state policy, local self-governments draw up plans
regarding development of sport in their respective area, they have to define priorities in the individual
areas of supporting sports as well as measures to ensure availability of sport facilities for the public.
Regions can make autonomous decisions as to the extent to which they will support sport and they
often have to make decisions on which area of the public sector will be given financial preference
(whether sport or culture). Merickova and Stejskal (2014) deal with inefficiency of public decision
making on public provision and financing of selected public goods and services. Other authors e.g.
Tkacova et al. (2017) then evaluate economic determinants in public procurement processes which is
designed to efficiently spend financial resources of the public sector.

Contributions from sport are seen in not only domestic studies and analyses (MSMT, 2009; KPMG,
2012; Halaskova, 2019), but also foreign research (Benito et al. 2012; Davies, 2002;
Vandermeerschen and Scheerder, 2017; Islam, 2019). Economic benefits of sport consist in short-
and medium-term effects (services in sport, employment rate, attendance and tourism), but also long-
term benefits, i.e. decrease in costs on crime rate and health care, better health condition of population,
higher quality of living and higher prestige and potential of regions. Czech sport environment and
related areas generate more than 180 thousand jobs. Benefits of sport for individuals and society as
well as its popularity go hand in hand with a higher volume of financial means that go to sport. Unlike
western countries, there are no accurate data about the exact amount of money that go to sport from
public resources in the Czech Republic. According to a study carried out by Transparency
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International (2016), the majority of public resources is redistributed at the level of regions and
municipalities, but the forms of redistribution are often unclear and intransparent. Analyses into
support and financing of sport in the Czech Republic then show that every Czech crown invested in
the support of sport from public budget brings back 3.55 CZK to this budget (MSMT, 2009: KPMG,
2012).

The paper aims to evaluate the possibilities of supporting sport, expenditures on sport and leisure
activities in the Moravian-Silesian region, and to compare allocated expenditures on sport and leisure
activities in regions of the Czech Republic. Support of sport and financial capabilities in the
Moravian-Silesian region in the period 2010-2018 and expenditures on sport and leisure activities in
regions of the Czech Republic in years 2010 and 2018 are emphasised. Using correlation analysis, the
correlation between expenditures on sport and expenditures on leisure activities as share of the
region's expenditures in regions of the Czech Republic is tested. A regression model is generated to
define the correlation between sport and leisure activities per capital in regions of the Czech Republic
and total expenditures of regions per capita in years 2010 and 2018.

1.1 Financing and support of sport — literature review

Support of sport in the Czech Republic is heading towards improved conditions for sport and national
sport representation. The aim is that the created conditions corresponded with the significance of sport
for society and individuals and respected tradition and sport policy of the EU. Support of sport,
development of sport infrastructure and financing of sport is dealt with in several pieces of research
and studies in terms of local and regional dimension. Numerato (2009) has been dealing with the
emerging processes of creation and implementation of regional public policies on sport in the Czech
Republic since 2001. The author captures the major tenets of the regional public policy for sport and
explores the barriers undermining its effective functioning. Hobza et al. (2014) state that the
development of all local sports infrastructure which is legislatively assigned to regions and
municipalities is carried out spontaneously as a result of the fact that there are not yet any prescriptive
or regulatory mechanisms for its conceptual and systematic implementation. For the analysis of
financial flows in support of the development of sport a constructivist methodology by authors has
been created that makes it possible to monitor the development of the "institutional” and "non-
institutional™ support for sport. Nemec et al. (2014) analyze the system of allocation of the public
finance grants to sport organizations in the Czech Republic and Slovakia. Pavlik (2014) shows that
support for sport at the municipal level has a long tradition, especially in Europe. Several questions
arise in connection with this topic how to allocate public resources more efficiently and how to
increase youth participation in sport. The aim of the author is to discuss vouchers as an alternative or
additional method of sport support at the municipality level and to identify strengths and weaknesses
of this method. Nova and Strachova (2017) examine operational programmes at the regional level in
the Czech Republic in the programme period 2007-2013 and the financial support of various projects
aimed at the development and reconstruction of sports facilities in Czech regions.

Apart from financing of sport, several pieces of research also deal with topical issues related to sport
development, such as its assets, trends in sport policies, sport infrastructure and sport services (Henry
et al., 2005; Houlihan, 2005; Danc and Gollner, 2007; Byers et al., 2012). Davies (2002) states that
while literature related to specific economic impact of sport-led development, including professional
sport facilities, teams and sport event has been growing, limited research has been undertaken on the
contribution of the whole sport sector to output and employment. Bosscher et al. (2006) provide an
overview of important determinants that can lead to nations enjoying international sporting success
and that more than 50% of the determinants of success are macro-level variables. Wicker et al. (2009)
analyze the impact of sport infrastructure on sport participation using data from a population survey
in the city of Stuttgart. The results show that the availability of sport infrastructure, regardless of
individual socio-economic conditions, influences patterns of sport activities significantly. Garcia-
Unanue et al. (2016) solve the development of the financial condition of local decentralized public
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sports services over a period of 10 years (from 2002 to 2011) obtained from municipal sports service
organizations in Spain. Gal and Kresta (2014) examine the influence of growing indebtedness on
municipalities' decision to finance sport and how indebtedness influences the decision of selected
municipalities of the Slovak to finance and provide sport activities and services. A survey carried out
by Transparency International (2016) under the project "Public Money in Sport” showed the main
areas that have to be attended in sport support in all regions of the Czech Republic (except the Capital
of Prague) and 13 statutory cities. These include mainly support of sport, amendment of the sport
support law and evaluation of requests for sport subsidies.

2 Material and Methods

The paper draws information from literature on sport, regional and local analyses on support of sport in
regions of the Czech Republic, draft on supporting sport in the Czech Republic and information portal
of the Ministry of Finances of the Czech Republic — Monitor of the Exchequer. Monitor is a specialised
information portal of the Ministry of Finances, which provides public access to budgetary and
accounting information from all levels of administration and self-administration. Data on expenditures
on sport and leisure activities in regions of the Czech Republic were extracted from the monitor of the
Ministry of Finances. The areas concentrated on are total expenditures from regional budget and
expenditures on public services with focus on expenditures on sport and leisure activities. Data from the
Monitor database were available from the period 2010-2018 (Monitor, 2019). The selected set
comprises 14 regions of the Czech Republic: the Capital of Prague (PRG), Central Bohemian (CRB),
South Bohemian (SUB), Plzen (PLZ), Karlovy Vary (KAV), Usti nad Labem (UNL), Liberec (LIB),
Hradec Kralove (HRK), Pardubice (PCE), Vysocina (VYS), South Moravia (SUM), Olomouc
(OLM), Zlin (ZLN), Moravian-Silesian (MSR).

The paper provides an analysis of support of sport and expenditures on sport and leisure activities in
the Moravian-Silesian region over the period 2010-2018. Also, it renders a comparison of
expenditures allocated to sport and leisure activities and recreation in regions of the Czech Republic
in years 2010 and 2018. For the purposes of expenditure analysis in regions of the Czech Republic,
the expenditures on sport and leisure activities and recreation was recalculated per capita and as
percentual share from the budgets of the respective regions. Correlation between expenditures on
sport and expenditures on leisure activities and recreation in regions of the Czech Republic as % share
from total regional expenditures in years 2010 and 2018 is obtained through correlation analysis. Due
to the limited amount of data from regions of the Czech Republic, only basic categories of
expenditures in sport and leisure activities were used. For the purposes of correlation analysis, Prague
was excluded in years 2010 and 2018 due to extreme values, i.e. markedly higher expenditures on
sport and leisure activities, compared to the other regions of the Czech Republic (the paper is dealing
with 26 units, i.e. regions, in years 2010 and 2018). Table 1 shows descriptive statistics of used
expenditures of regions of the Czech Republic in years 2010 and 2018 for the used regression model.

Table 1 — Descriptive statistics of expenditures for Czech regions in years 2010 and 2018

Number of units| Minimum | Maximum Mean Std. Deviation
Total regional expenditures per capita (CZK) 26* 33574 52558 42554.20 5547.424
Expenditures on sport per capita (CZK) 25%* 9 150 66.12 43.466
Expenditures on leisure activities and -
recreation per capita (CZK) 26 0 193 83.65 57541

Note: * Prague in 2010 and 2018 removed; **Apart from Prague in 2010 and 2018, also Olomouc in
2018 removed
Source: Author calculation
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Correlation between expenditures on sport and expenditures on leisure activities and recreation per
capita to total regional expenditures per capita by Czech regions in years 2010 and 2018 show Table
2.

Table 2 — Correlation of expenditures for Czech regions in years 2010 and 2018

Expenditures on sport per Expenditures on leisure activities
capita (CZK) and recreation per capita (CZK)
Total regional Pearson Correlation |0.735™ -0.184
expenditures per |Sig. (2-tailed) 0.000 0.369
capita (CZK) Number of units 25% 26

Note: * Prague in 2010 and 2018 and the Olomouc region in 2018 removed; ™ p< 0.01
Source: Author calculation

The correlation analysis aims to determine the intensity of linear correlation between X and Y. These
are observed in n statistical units, and the results are demonstrated in a point diagram, where each
observed pair (xi,yi) is shown as a point in rectangular coordinates, with X located on the horizontal
axis and Y on the vertical axis. The points then comprise a set which demonstrates characteristic
features of correlations of both areas (Cohen et al., 2003). Also, correlation between total regional
expenditures per capita and expenditures on sport and leisure activities and recreation per capita is
observed using the regression model. Due to extreme values (high expenditures), Prague in years
2010 and 2018 and Olomouc in year 2018 were excluded from the regression model (therefore we
are working with 25 units, i.e. regions). Regression analysis is a statistical method used for modelling
a relation of one (ideally measurable, connected) explained random variable (dependent variable) Y
on one or two explained variables (independent variables) X;, X, .., Xx. Regression analysis aims to
describe correlation through an appropriate (mathematical) model and using a mathematical function
explain variables Y with explanatory variables X.

In a linear model with an absolute element, a summative influence of all factors is presumed in
regression function

Y=b1X1+b2X2+"'+kak+e (1)

where b, ... by are partial regression coefficients. Parameters b; are interpreted as an expected change
of the value Y in an increase of X; per unit, presuming a constant influence of the other explaining
variables (Freund et al., 2006). Based on the data available, other methods, cluster analysis and multi-
dimensional scaling in particular, can be used to evaluate expenditures on sport and leisure activities
in regions of the Czech Republic. These methods facilitate specifying similarities and differences in
the individual regions, including the evaluation of changes in the respective years.

3 Results and Discussion

This section deals with 1) possibilities to support sport in the Moravian-Silesian region and analysis
of expenditures on sport and leisure activities in years 2010-2018, 2) analysis of expenditures on sport
and leisure activities in regions of the Czech Republic in years 2010 and 2018, and 3) using correlation
and regression analysis, finding correlations between expenditures on sport and expenditures on
leisure activities as share of the region’s expenditures, and correlation of expenditures on sport and
expenditures on leisure activities per capita with respect to total expenditures of regions per capita.

3.1 Support of sport in the Moravian-Silesian region and its financial presumptions

Support of sport in the Moravian-Silesian region touches mainly the citizens, sport institutions and
clubs as well as its members, among others. Sport in the Moravian-Silesian region is under the
patronage of the organisation VSesportovni kolegium, sport unions and clubs, which being supported
by the Moravian-Silesian region organise and are accountable for further development of sport
activitiy. The sport development plan of the Moravian-Silesian region over the period 2019-2015
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shows the positive impression of sport and forms a significant part of implementation of systemic
activities in the fulfilment of strategic goals of regional development. The sport development plan
specifies areas of support, priorities, goals and available financial resources which enable a higher
exploitation of sport potential and related activities to the benefit of the region and the quality of life
of its citizens (MSK, 2019).

As some already performed analyses attest (KPMG, 2018; MSK, 2019; Halaskové, 2019), the
Moravian-Silesian region has positive conditions for sport and physical activities in natural
environment and a relatively well-maintained network of bikelanes and paths for hiking. The
Moravian-Silesian region also has a sufficient potential and basis for performance sport. Part of sport
facilities is owned by the region, part is city and municipal property, and part is owned by private
persons and business companies. A significant role in supporting sport is played by financial support
of sport from the regional budget. The structure of financing sport in the Moravian-Silesian region is
based on annually defined goals of the sport support programme, which the region fulfils gradually.
Based on the quantification of financial resources according to the Sport Development Plan in the
Moravian-Silesian region 2019-2025, the region intends to finance strategic areas of sport support
from the regional budget (MSK, 2019). This mainly includes subsidy programmes for supporting
regional sport, important sport events, support of talented sportspeople and sport representations of
the region at the international level. Based on analyses dealing with sport (e.g. Halaskova, 2019;
KPMG 2012; Transparency International, 2016 or Slavata, 2017), it can be said that due to some
specific conditions of the Moravian-Silesian region (worse quality of the environment, higher
unemployment rate, social differences between groups of citizens) there is a realistic presumption for
return on investment of resources invested in the support of suitable project in the area of sport and
physical activities.

Expenditures on the support of sport and leisure activities in the Moravian-Silesian region in years
2010-2018 are seen in Table 3. Total expenditures on support of sport and leisure activities in the
Moravian-Silesian region include expenditures on sport and expenditures on other physical activities
(support of sport clubs, expenditures on holding sport events, races in municipalities). The second
part are expenditures on leisure activities which involves a) expenditure on the use of leisure time of
children and the youth, and b) expenditures on other leisure activities and recreation (Monitor, 2019).
Table 3 shows that in years 2013 and 2014, the Moravian-Silesian region allocated the highest total
expenditures on sport and leisure activities. The structure of total expenditures was in the region of
25% regarding resources allocated to expenditures on sport in both years, and in the region of 75%
allocated to leisure activities. Higher allocated resources in 2014 can be partially explained by total
financial capabilities of the region and growing revenues in relation to subsidy programme of the city
of Ostrava as the European city of sport. The lowest total expenditures on sport and leisure activities
over the whole observed period were expended by the region in 2015 (52.034 th. CZK). In 2015, the
ratio between the structure of total expenditures allocated to sport and leisure activities in the region
changed dramatically, when 92% of expenditures were allocated to sport, compared to the previous
period, and only 8% to leisure activities and recreation. By contrast, in 2016 and 2017 total
expenditures on sport and leisure activities in the region grew again more than two-fold, and their
structure had a dominant rerepresentationn expenditures on sport (97%) compared to expenditures on
leisure activities and recreation (3%). The growing tendency of expenditures is evident also in 2018,
when expenditures on sport accounted for 96% and expenditures on leisure activities and recreation
accounted for approximately 4%. As the Ministry of Education, Youth and Sport states (2019),
changes to financing of sport and the whole concept of support of sport goes hand in hand with these
results.
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Table 3 - Expenditures on sport and leisure activities and recreation in the Moravian-Silesian
region (MSR) in years 2010-2018

Total reg. ESLAR Expenditures on sport (ES) Expenditures on_leisure activities and
expenditures total recreation (ELAR)
2010 47 607 472 136 602 11641 8 0.02 124 961 92 0.26
2011 45714 317 142 244 19 691 14 0.04 122 553 86 0.26
2012 41571220 145 553 27416 19 0.06 118 137 81 0.28
2013 43096 701 158 537 39 230 25 0.09 119 307 75 0.27
2014 44 588 240 159 649 40 374 25 0.09 119 275 75 0.26
2015 46 944 580 52 034 47 636 92 0.10 4398 8 0.09
2016 41233441 136 940 132 447 97 0.32 4493 3 0.01
2017 46 676 389 126 025 121 859 97 0.26 4166 3 0.009
2018 55 653 501 160 412 154 280 96 0.28 6133 4 0.01

Note: ESLAR- Expenditures on sport and leisure activities and recreation, ESSRE- Expenditures on
sport as share of the region's expenditures, ELARSRE-Expenditures on leisure activities and
recreation as share of the region's expenditures

Source: Author calculation according to Monitor (2019)

However, if we evaluate average total expenditures allocated to sport and leisure activities in the
Moravian-Silesian region over the whole period 2010-2018, the expenditures were around 1.075.752
th. CZK. Approximately 54% of the sum was allocated to sport and 46% to leisure activities and
recreation. Still, from total expenditures on sport and leisure activities, the Moravian-Silesian region
allocated only 8% to sport in 2010, while as much as 96% in 2018. Out of total expenditures on sport
and leisure activities, expenditures on leisure activities had a dominant position in the Moravian-
Silesian region in years 2010-2014 (90-75%), whereas in years 2015-2018, expenditures on sport had
a dominant position (92-96%), (Monitor, 2019).

3.2 Comparison of expenditures on sport and leisure activities in regions of the Czech Republic

Sport is mostly financed from public sources from regional and municipal and city budgets. These
financial sources to support sport account for three quarters from the total budget allocated to sport
(KPMG, 2012). The majority of regions finance sport through repetitive subsidy programmes focused
mainly on support of the youth, such as the Zlin, Karlovy Vary or Liberec regions (Transparency
International, 2016). The Usti nad Labem region has a specific regular subsidy programme, despite
the absence of any concept to support sport. The Vysocina region has an untypical system of financing
of sport. It has a “more complex structure”, which means support through grants from the Vysocina
Fund, systemic support of events from the regional budget, and complementary and individual
subsidies on selected activities directly from the regional budget. As Transparency International states
(2016), this system of support can be deemed as incoherent and unstructured, which leads to
inefficient split of financing in order to support sport activitiy without any primary definition of goals
and priorities.

To evaluate financial support of sport in regions of the Czech Republic in 2010 and 2018, four
indicators are used in the analysis (expenditures on sport per capita, expenditures on sport as share
of the region's expenditures, expenditures on leisure activities and recreation per capita, expenditures
on leisure activities and recreation as share of the region's expenditures). The results are viewed in
Table 4. In 2010 and 2018, Prague allocated the highest expenditures on sport per capita, followed by
the Olomouc region, which, however, shows expenditures lower by two thirds compared to Prague.
In 2010, the Zlin region had the third highest expenditures on sport per capita. However, these
expenditures were almost a half of the amount of the Olomouc region. In 2018, the third highest
expenditures, following Prague and the Olomouc region, were seen in the Liberec region, followed
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by the South Bohemia and the Moravian-Silesian regions. In 2018, a rather marked increase in
expenditures was seen across all regions, when an apparent trend to increase financial support of sport
could be spotted. As also other analyses show, such as Transparency International (2016), costs on
sport increase in parallel with the importance of sport in everyday life, which also reflects on in the
field of health, economy and social life.

The analysis also showed that the lowest expenditures on sport per capita were found in the Hradec
Kralove and the Moravian-Silesian regions in 2010, as opposed to 2018, when these were found in
the Central Bohemian and the Usti nad Labem regions. When comparing expenditures on sport as
share of the region’s expenditures in years 2010 and 2018 in regions of the Czech Republic, the
highest share of expenditures on sport, compared to the remaining regions, was allocated in Prague
and the Olomouc regions. Just as in the case of expenditures on sport per capita, the lowest
expenditures on sport as share of the region’s expenditures in 2010 in the Hradec Kralove and the
Moravian-Silesian regions, and in 2018 in the Central Bohemian and the Usti nad Labem regions
(Table 4).

The next point evaluated are expenditures on leisure activities and recreation in years 2010 and 2018.
Table 4 shows that the highest expenditures on leisure activities and recreation per capita and as share
of the region’s expenditures in 2010 were allocated in Prague, followed by the Liberec and the South
Moravia regions. In 2018, the highest expenditures on leisure activities and recreation per capita and
as share of the region’s expenditures were also seen in Prague, followed by the Karlovy Vary region.
The third highest expenditures on leisure activities and recreation per capita in 2018 were allocated
in the South Bohemian region, and the third highest expenditures on leisure activities and recreation
as share of the region’s expenditures were seen in the Usti nad Labem region. The lowest expenditures
on leisure activities and recreation per capita and as share of the region’s expenditures in 2010 were
found in the Central Bohemian region, followed by the Zlin and the Hradec Kralove regions. By
contrast, in 2018, the lowest expenditures on leisure activities and recreation per capita and as share
of the region’s expenditures were seen in the Moravian-Silesian and the Liberec regions. Zero
expenditures on leisure activities and recreation per capita and as share of of the region’s expenditures
was observed in the Zlin region in 2018.

Table 4 — Expenditures on sport and leisure activities and recreation in Czech regions (2010
and 2018)

Expenditures on sport Expenditures on leisure activities and recreation
. as share of the region's . as share of the region's

gzg?gns per capita (CZK) expenditures (ir? %) per capita (CZK) expenditures (ir? %)
2010 2018 2010 2018 2010 2018 2010 2018

PRG 321.8 903.6 0.571 1.427 4455 503.2 0.790 0.795
CRB 17.1 59.9 0.051 0.123 71.6 1274 0.213 0.262
SUB 23.1 117.1 0.059 0.224 106.9 153.7 0.271 0.295
PLZ 40.7 88.5 0.101 0.168 110.7 57.5 0.276 0.109
KAV 443 112.1 0.105 0.237 1141 1745 0.271 0.368
ULN 19.0 57.7 0.050 0.131 100.8 138.5 0.265 0.315
LIB 14.3 149.6 0.036 0.324 192.8 7.3 0.481 0.016
HRK 95 89.4 0.025 0.184 87.6 9.6 0.230 0.020
PCE 24.4 116.3 0.066 0.250 92.3 9.1 0.252 0.020
VYS 345 100.3 0.084 0.199 96.9 155 0.236 0.031
SUM 39.4 124.7 0.105 0.256 149.3 27.9 0.399 0.057
OoLM 96.3 349.0 0.257 1.004 125.7 12.8 0.335 0.037
ZLN 495 92.0 0.134 0.216 86.9 0.0 0.235 0.000
MSR 9.4 124.1 0.024 0.277 100.5 4.9 0.262 0.011

Source: Author calculation according Monitor (2019)
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We get another view if we compare the relation between expenditures on sport and leisure activities
as % share from total regional expenditures in 2010 and 2018 using correlation analysis. The results
of correlations between expenditures in regions of the Czech Republic (after the exclusion of Prague)
is seen in Figure 1. Marked changes in the structure of expenditure on sport and leisure activities are
seen mainly in the Olomouc region in 2018, compared to 2010, when the share of expenditures on
sport increased and the share of expenditures on leisure activities from the regional budget decreased.
Similarly, the structure of expenditures changed in 2018 in the Liberec, the Moravian-Silesian, the
Pardubice, the South Moravian, the Hradec Kralove or the Vysocina regions, when the share of
expenditures on leisure activites and recreation declined, and the share of expenditures on sport
increased, compared to 2010. The results show that the share of expenditures on leisure activities had
decreased in other regions of the Czech Republic as well (compared to 2010) and the share of
expenditures from regional budgets on sport had increased.

Figure 1 — Correlation between expenditures on sport and expenditure on leisure activities and
recreation in Czech regions
Source: Author according Monitor (2019)
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When comparing the similarities between expenditures on sport and leisure activities and recreation
as share of the region’s expenditure (Figure 1), the largest similarity were found in 2010 in the
Moravian-Silesian, the Usti nad Labem and the South Bohemian regions, and other similarities of
expenditures on sport and leisure activities in 2010 are seen in the Zlin, the Karlovy Vary and the
Plzen regions. In 2018, the highest similarity of the share of expenditures from regional budgets on
sport and leisure activities was found in the Pardubice, the Hradec Kralove and the VVysocina regions.

Using the regression model, correlations between expenditures on sport and expenditures on leisure
activities per capita with respect to total regional expenditures per capita in years 2010 and 2018 are
observed (see Figure 2a, 2b). The values found above the line of the linear regression demonstrate
positive regression residuals, i.e. the value found in the Monitor database is higher than the expected
value in the given regression model. These measured values show better results of expenditures on
sport in regions (Figure 2a) or expenditures on leisure activities and recreation in regions (Figure 2b)
with the given amount of total regional expenditures per person, than would be expected from the
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model. The values found under the line of the linear regression show negative regression residuals,
i.e. the value found in the Monitor database is lower than the expected value in the given regression
model. These measured values then show worse results of expenditures on sport in regions (Figure
2a) or expenditures on leisure activities and recreation in regions (Figure 2b) at the given size of total
regional expenditures per capita, than it would be expected in the model.

Figures 2a and 2b show that the more the measured value lies out (in any direction) from the line of
the linear regression, the higher the aberration is. In the given year (2010 or 2018), the region
expended on sport or leisure activity and recreation either an extensive amount of resources with
respect to total expenditures per capita, or a markedly inadequate amount of resources with respect to
the expected values in the given model. After excluding Prague in years 2010 and 2018, the largest
aberrations from the regression model are seen in the Liberec and the Moravian-Silesian regions in
2018, and the Olomouc region in 2010, which manifest better results of expenditures on sport per
capita with the given amount of total expenditures per capita than it would be expected in the model
(Fig. 2a). Regarding the observed regions of the Czech Republic, 4 regions out of 13 in 2010, and 6
regions out of 12 in 2018 showed better results of expenditures on sport per capita with respect to
total regional expenditures per capita compared to the regression model. Other aberrations from the
regression model were found in allocated expenditures on sport per capita in the Hradec Kralove and
the Moravian-Silesian regions in 2010, and in the Plzen and the Central Bohemian regions in 2018.
However, these regions show a markedly small amount of allocated resources on sport per capita with
respect to total expenditures per capita in relation to expected values in the given model.

Figure 2 — Residuals of expenditures on sport and on leisure activities to total regional
expenditures per capita by Czech regions*
Source: Author according Monitor (2019)
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Regarding financial resources on leisure activities and recreation per capita against total regional
expenditures per capita, the highest aberrations were found in the Liberec region in 2010, and Karlovy
Vary and South Bohemia regions in 2018. These regions allocated a higher amount of expenditures
on leisure activities compared to the regression model. Other aberrations connected to a higher volume
of expenditures on leisure activities and recreation per capita against total regional expenditures per
capita were found in the South Moravian region in 2010, and the Usti nad Labem and Central
Bohemian regions in 2018. By contrast, inadequately low expenditures on leisure activities and
recreation per capita against total regional expenditures per capita in comparison to the regression
model in 2018 were observed in the Moravian-Silesian, the Zlin, the Olomouc, the Liberec and the
Pardubice regions (see Figure 2b). Based on the results, it can be said that differences in the allocated
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resources to sport and leisure activities in regions of the Czech Republic are mainly related to overall
economic situation in regions, different preferences in financing of the individual areas of the public
sector, while demographic and political factors also have an impact.

4 Conclusion

Regions of the Czech Republic are autonomous in the manner and extent to which they support sport.
Most regions provide financing for sport through repetitive subsidies focused mainly on supporting
the youth. However, regional subsidies on sport account for a third of the EU average. The aim of the
paper was to evaluate the possibilities of supporting sport and allocated expenditures on sport and
leisure activities in the Moravian-Silesian region in the period 2010-2018, and compare expenditures
on sport and leisure activities in regions of the Czech Republic. The results have shown that from the
total volume of expenditures allocated to sport and leisure activities in the Moravian-Silesian region
in years 2010-2018, 54% was allocated to sport and 46% to leisure activities and recreation. Out of
total expenditures on sport and leisure activities, the Moravian-Silesian region allocated only 8% to
sport in 2010, as opposed to 2018, when it allocated 96%. The comparison of expenditures on sport
and leisure activities in regions of the Czech Republic demonstrates an apparent trend of increasing
financial support to sport. The structure of total expenditures on sport, leisure activities and recreation
changed in most regions, as the share of expenditures on sport was increased and the share of
expenditures on leisure activities and recreation from the regional budget was decreased in 2018,
compared to 2010. The comparison of regions showed that in 2010 and 2018 the second highest
expenditures on sport and leisure activities per capita and as share of the region’s expenditures were
expended by Olomouc, following Prague. By contrast, the lowest expenditures on sport and leisure
activities per capita and as share of the region's expenditures were found in the Hradec Kralove and
Moravian-Silesian regions in 2010, and the Central Bohemian and Usti nad Labem regions in 2018.
These results are also confirmed by the regression model, which shows that a markedly low volume
of resources was expended on sport per capita related to the total expenditures of regions per capita.
It was mainly the Liberec and the Moravian-Silesian regions in 2018 and the Olomouc region in 2010
that attained the best results in allocated expenditures on sport per capita with the given amount of
total expenditures per capita. The following research will focus on detailed analysis of financial
support of sport in regions, on evaluation of subsidy programmes in sport and on changes in allocated
expenditures on sport and leisure activities from regional budgets.

Acknowledgements

This paper was created within the project VEGA No. 1/0705/18 ,,Economy of joint performance of
competences®.

References

[1] BENITO, B., SOLANA, J., MORENO, MR. (2012). Assessing the efficiency of local entities
in the provision of public sports facilities. International Journal of Sport Finance. Vol. 7, No.
1, pp. 46-72.

[2] BOSSCHER, V. D., KNOP, P., BOTTENBURRG, M. SHIBLI, S. A. (2006). Conceptual
framework for analysing sports policy factors leading to international sporting success. Journal
European Sport Management Quarterly. Vol. 6, No.2, pp. 185-215.

[3] BYERS, T.,SLACK, T. PARENT, M. (2012). Key concepts in sport management. Los Angeles,
London, New Delhi, Singapore, Woshington: SAGE.

113



[4] COHEN, J., COHEN, P., WEST, S. G., AIKEN, L. S. (2003). Applied multiple
regression/correlation analysis for the behavioral sciences. Mahwah, NJ: Lawrence Erlbaum
Associates.

[5] DAVIES, L. E. (2002). Sport in the city: Measuring economic significance at the local level.
European Sport Management Quarterly. Vol. 2, No. 2, pp. 83-112.

[6] DANCS, H., GOLLNER, E. (2007). The role of sport in regional politics in the EU — the case
of a Hungarian and an Austrian region. European journal for sport and society. Vol. 4, No. 1,
pp. 59-68.

[7] FREUND, R. etal. (2006). Regression analysis. statistical modeling of a response variable. San
Diego: Elsevier Science Publishing Co Inc.

[8] GAL, M., KRESTA, J. (2014). Indebtedness of municipalities and its influence on financing of
sport; Case study of Slovakia. Journal of Applied Economic Sciences. Vol. 9, No. 1, pp. 47-56.

[9] GARCIA-UNANUE, J., DEL CORRAL, J., GALLARDO, L., FELIPE, J.L. (2016). Assessing
financial condition of municipal sports agencies: A data benchmarking approach. The Open
Sports Sciences Journal. Vol. 9, pp. 43-52.

[10] HALASKOVA, M. (2019). Moravian-Silesian region as an actor in the support of sport. In
Proceedings of the 2019 22nd International Colloquium on Regional Sciences. pp. 607-615.

[11] HENRY, I, AMARA, M., AL-TAUQI, M., LEE, P.C. (2005). A typology of approaches to
comparative analysis of sports policy. Journal of sport management. Vol. 19, No. 4, pp. 480-
496.

[12] HOBZA, V., SCHWARTZH.OFFOVA, E., SKOUMAL, J. (2014). The relationship between
the development of sports infrastructure and future spending flexibility in municipal budgets. In
Proceedings of the 2014 18th International conference current trends in public sector research.
pp. 249-254.

[13] HOULIHAN, B. (2005). Public sector sport policy. International review for the sociology of
sport. Vol. 40, No. 2, pp. 163-185.

[14] ISLAM, M. Q. (2019). Local development effect of sports facilities and sports teams: case
studies using synthetic control method. Journal of Sports Economics (JSE). Vol. 20, No. 2, pp.
242-260.

[15] KPMG (2012). Koncepce financovani sportu v CR. Analyticko — koncepéni studie. [online].
[cit. 2019-06-15]. Available:
https://www.olympic.cz/financovani/docs/koncepce_financovani_sportu_prezentace_v9a.pdf.

[16] MERICKOVA, B.M., STEJSKAL, J. (2014). Value of collective consumption goods. Politicka
Ekonomie. Vol. 62, No. 2, pp. 216-231.

[17] MSMT (2009). Analyza financovini sportu v Ceské republice. [online]. [cit. 2019-06-10].
Available from http://www.msmt.cz/sport/analyza-financovani-sportu-v-ceske-republice.

[18] MONITOR (2019). Monitor statni pokladna - informacni portal Ministerstva financi. [online].
[cit. 2019-05-20]. Available from https://monitor.statnipokladna.cz/2018/.

[19] MSK (2019). Pldn rozvoje sportu v Moravskoslezském kraji 2019-2025. [online]. [cit. 2019-06-
12]. Available from https://www.msk.cz/cz/skolstvi/plan-rozvoje-sportu-v-moravskoslezskem-
kraji-2019-2025-125524/

114


https://www.researchgate.net/journal/1875-399X_The_Open_Sports_Sciences_Journal
https://www.researchgate.net/journal/1875-399X_The_Open_Sports_Sciences_Journal
https://www.olympic.cz/financovani/docs/koncepce_financovani_sportu_prezentace_v9a.pdf
http://www.msmt.cz/sport/analyza-financovani-sportu-v-ceske-republice
https://monitor.statnipokladna.cz/2018/
https://www.msk.cz/cz/skolstvi/plan-rozvoje-sportu-v-moravskoslezskem-kraji-2019-2025-125524/
https://www.msk.cz/cz/skolstvi/plan-rozvoje-sportu-v-moravskoslezskem-kraji-2019-2025-125524/

[20] NEMEC, J, NEMEC, M. PAVLIK, M. (2014). Public financing of sports in the Czech Republic
and the Slovak Republic: processes and their evaluation. Life Science Journal. Vol. 11/2014,
No.12, pp. 537-541.

[21] NOVA, J., STRACHOVA, M. (2017). Assessing the impact of European Union funding for
sport facilities at local level. In Proceedings of the 2017 8th International Scientific Conference
on Kinesiology. pp. 456-460.

[22] NUMERATO, D. (2009). The institutinalisation of region public sport policy in the Czech
Republic. International Journal of Sport Policy and Politics. Vol. 1, No.1, pp. 13-30.

[23] PAVLIK, M. (2014). Vouchers as an alternative of how to support sport at municipality level.
In Proceedings of the 2014 18th International Conference on Current Trends in Public Sector
Research. pp. 300-309.

[24] SLAVATA, D. (2017). Unemployment and regional structure of housing market. In Proceedings
of the 2017 20th International Colloquium on Regional Sciences. pp. 320-326.

[25] TKACOVA, A., GAVUROVA, B., DANKO, J., CEPEL, M. (2017). The importance of
evaluation of economic determinants in public procurement processes in Slovakia in 2010-2016.
Oeconomia Copernicana, Vol. 8, No. 3, pp. 367-382.

[26] TRANSPARENCY INTERNATIONAL (2016). Financovani sportu statutarnimi mésty a kraji.
[online]. [cit. 2019-06-27]. Available: https://www.transparency.cz/wp-
content/uploads/Publikace-Financovani-sportu-statutarnimi-mésty-a-kraji.pdf.

[27] VANDERMEERSCHEN, H., SCHEERDER, J. (2017). Sport managers' perspectives on
poverty and sport: The role of local sport authorities. Sport management review. Vol. 20, No. 5,
pp. 510-521.

[28] WICKER, P., BREUER, CH., PAWLOWSKI, T. (2009). Promoting sport for all to age-
specific target groups: The impact of sport infrastructure. Journal European Sport Management
Quarterly. VVol. 9, No. 2, pp. 103-118.

Contact information

doc. Ing. Martina Halaskova, Ph.D.

VSB- Technical University of Ostrava, Faculty of Economics
Sokolska tiida 33, 702 00 Ostrava 1, Czech Republic

e-mail: martina.halaskova@vsb.cz

115


http://apps.webofknowledge.com/DaisyOneClickSearch.do?product=WOS&search_mode=DaisyOneClickSearch&colName=WOS&SID=D2w1XTOtu6lxPT3dPrZ&author_name=Nova,%20J&dais_id=6895778&excludeEventConfig=ExcludeIfFromFullRecPage
http://apps.webofknowledge.com/DaisyOneClickSearch.do?product=WOS&search_mode=DaisyOneClickSearch&colName=WOS&SID=D2w1XTOtu6lxPT3dPrZ&author_name=Strachova,%20M&dais_id=8969047&excludeEventConfig=ExcludeIfFromFullRecPage
https://www.transparency.cz/wp-content/uploads/Publikace-Financování-sportu-statutárními-městy-a-kraji.pdf
https://www.transparency.cz/wp-content/uploads/Publikace-Financování-sportu-statutárními-městy-a-kraji.pdf
http://www.tandfonline.com/author/Wicker%2C+Pamela
http://www.tandfonline.com/author/Breuer%2C+Christoph
http://www.tandfonline.com/author/Pawlowski%2C+Tim
http://www.tandfonline.com/toc/resm20/current
http://www.tandfonline.com/toc/resm20/current
http://www.tandfonline.com/toc/resm20/9/2

Analysis of Sources of Financing of Social Services in the Czech Republic

Renata Halaskova

Abstract

The paper aims to provide a view on financing of social services with emphasis on selected financial
resources in the Czech Republic, and evaluate selected services of social care from the perspective of
revenues and expenditures based on analyses of regions of the Czech Republic. On the national level,
crucial financial sources of social services are analysed in the period 2007-2017. On the regional
level, revenues and expenditures of four services of social care are analysed in the period 2013-2017.
By use of correlation analysis, the relation between expenditures on selected social-care services and
the number of social-service users in regions was statistically tested. The analysis of financial
resources in the Czech Republic and regions showed that both revenues and expenditures on social
services have an increasing tendency. In regions of the Czech Republic, the results showed a strong
positive correlation between the expenditures on selected social-care services and the number of
social service users. The results therefore confirmed that the current system of financial resources
allocated on social services is inadequate. Specific measures are suggested in order to gain
sustainability of the current system of social service financing.

Keywords: Analysis, Czech Republic, social service, sources of financing, regions
JEL Classification: H27, H41, H75

1 Introduction

The social service provision system ensures assistance to people for the purpose of social inclusion
or prevention of social exclusion. Social services represent the aggregate of specialised activities
helping a person to overcome his or her adverse social situation. Because such situations have various
causes, there is a whole spectrum of social services on offer (Social Services and Care Allowance in
the Czech Republic, 2009).

Social services are defined as a significant part of actions performed by government, self-government
and non-governmental subjects. They are usually organised on the local level and are strongly
dependent on financing from public sources. From a variety of research perspectives, social services
are dealt with in relation to their development and in connection to population ageing (Baldock, 1997;
Johansson, Long, Parker, 2011; Lewis, West, 2014; Mihic, Todorovic, Obradovic, 2014;
Kubalc¢ikova, Havlikova,2015; Kubal¢ikova, Havlikova, 2016; Moberg, 2017; Langhamrova,
Simkova, Sixta, 2018). A current, frequently discussed topic are approaches towards financing and
specific financial resources of social services (Ctvrtnik, Lejsal, 2013; Vostatek, 2013; Krebs, Prisa,
2014; Bocakova, Vavrus, 2018; Prasa, 2018; Halaskova, 2019).

The paper aims to provide a view on financing of social services with emphasis on selected financial
resources in the Czech Republic, and evaluate selected services of social care from the perspective of
revenues and expenditures based on analyses of regions in the Czech Republic. Financial resources
of social services on the national level (subsidies from the state budget, care allowance, payments of
social-service users) are analysed in the period 2007-2017. On the regional level, revenues and
expenditures of four social care services (community care service, relief services, personal assistance,
day care centres) and expenditures allocated to these services in relation to the number of social
service users in the period 2013-2017 are analysed.
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1.1 System of financing social services in the Czech Republic and suggested changes

Financing social services in the Czech Republic is multi-source. Clients (users), the state, regions,
municipalities, health insurance companies and other individuals and legal entities participate in this
financing to varying degrees (e.g. in the form of subsidies) (NKU, 2018). Financing of social services
from public sources is provided through 1) subsidies granted to registered providers of social services
based on an application, contribution of the establisher in the case of providers which have been
established by entities of state administration (e.g. the ministry of labour and social matters) or self-
administration (regions, municipalities), 2) subsidies from the region or municipality, alternatively 3)
other public expenditures granted to social-service providers (Ctvrtnik, Lejsal, 2013; MPSV, 2014;
MPSV, 2015). Another source for financing social services is care allowance, granted to persons
based on their assessed dependence. Clients’ payments represent the major source of financing of
social care services. The objective is to finance mainly social care services from clients’ funds
(including state benefits) in an amount covering the normal operating costs of providers (Social
Services and Care Allowance in the Czech Republic, 2009). Health insurance is used to cover health-
related activities provided in facilities of social services. An additional source of financing social
services are gifts of natural and legal persons or clergies and sources from structural EU funds
(Ctvrtnik, Lejsal, 2013; MPSV, 2015).

Changes to the current financing of social services are devised in relation to the sustainability of the
system of financing social services and increased efficiency of the use of financial sources. The reason
is an increasing share of elderly people, who have a rather high probability of requiring various forms
of social services. The Ministry of Labour and Social Matters (2015) carried out an evaluation of
sustainability of the present system of financing social services with respect to balancing revenues
and expenditures with the aim to maintain the current share of public expenditures on GDP in the
middle term (until 2019) and the long term (until 2064). The evaluation of sustainability was
performed based on the prediction of public expenditures on social services with the use of the
prediction of demographic development. The prediction of public expenditures on social services was
drawn up in three forms. These varied in the level of coefficients of growth used to predict
development of the number of care-allowance receivers, development of public expenditures on social
care services, and development of public expenditures on financing services of social prevention and
professional social advisory.

Changes to the system of financing social services in the Czech Republic are devised according to
Ctvrtnik, Lejsal (2013); Pospisil (2016) or MPSV (2019). In particular, the Ministry of Labour and
Social Matters (2019), has prepared guidelines for a systemic change, which should eliminate the
majority of problems related to financing of social services. These proposals for changes to financing
social services include 1) provision of subsidies for three years, which will be a mandatory
expenditure, 2) setup of mandatory participation of the state of 85%, regions of 10% and
municipalities of 5%, and 3) the possibility to provide extraordinary subsidy to cover increased costs
(in case the government were to increase salaries). Also PospiSil (2016) states that it is necessary to
change the system of financing (subsidies from the state budget) from unclaimable to mandatory
expenditures. Protective measures legislatively guaranteed by the state in the area of availability of
selected services (provision of care services to selected groups of users free of charge, guaranteed
minimum remainder in the definition of payments by users of residential social services in low-
income groups of citizens) are performed in terms of budgets of the individual social-service providers
without any certainty of replacing such costs from public sources.

Ctvrtnik, Lejsal (2013); Krebs, Priisa (2014); MPSV (2015); MPSV (2019) speak about the necessity
to exploit the potential of private sources through mandatory levies, such as insurance of social care
of establishment of a new efficient tools for financing social services, which will be sustainable in the
long term. According to Ctvrtnik, Lejsal (2013); Pospisil (2016), a possible change is to implement a
property/income testing of clients, and their financial situation would lead to the increase in the care

117



contribution, which would reflect on the real necessity for care. At this juncture, there is no direct link
between the quality of the services provided and the volume of the provided financial sources. The
system of financial social services is to a large extent focused on the needs of providers of social
services. Consideration of the quality of services in relation to the financial sources utilised would
lead to not only higher efficiency of allocated means (deductions in case of lower service standards)
but also higher quality of services. Redirection of the system to a higher consideration of clients’
needs would lead to further financial savings, such as limitation of some services of providers that the
clients can ensure through their own families. As experience also from abroad shows (Johansson,
Long, Parker, 2011; Puthenparambil, Kroger, 2016; Gomes, Ramos, 2019), it is also related to a more
extensive support of informal care and the movement of some means from formal institutions to
informal carers.

2 Material and Methods

The data was taken from Ministry of Labour and Social Affairs of the Czech Republic (MPSV, 2008,
2011, 2014, 2018) - The Annual statistical reports on labour and social matters 2007, 2010, 2013,
2017, from MPSV (2016, 2018) - Basic indicators of labour and social protection in the Czech
Republic 2015, 2017 and from of the Czech Statistical Office (CSU) - Annual report of the Czech
Republic and the individual regions in years 2007-2017.

The analysis in the Czech Republic focuses on selected sources of financing social services in 2007-
2017 (subsidies from the state budget chapter 313 — Ministry of Labour and Social Affairs, care
allowance, payments of social service users). The quantitative analysis in the regions of the Czech
Republic focuses on revenues and allocated expenditures on the selected social-care services for the
elderly and people with disabilities. Analysed are revenues (total revenues, revenues from payments
of social service users) and the expenditures (expenditures per one user, relation the expenditures and
the number of the service users) for selected field and ambulatory social care services (CCS —
Community care service, RS — Relief services, PA — Personal assistance, DCC — Day care centres) in
the period 2013-2017. The sample of the analysis is a set of 14 regions of the Czech Republic: PRG
(the Capital City of Prague), CRB (Central-Bohemian region), SUB (South-Bohemian region), PLZ
(Plzen region), KAV (Karlovy-Vary region), ULN (Usti-nad-Labem region), LIB (Liberec region),
HRK (Hradec-Kralové region), PCE (Pardubice region), VYS (Vysoéina region), SUM (South-
Moravian region), OLM (Olomouc region), ZLN (Zlin region) and MSR (Moravian-Silesian region).

Based on literature, we use content analysis in creating a theoretical framework of the issue in
question, analytical methods and comparative method in the empirical part, and synthesis and partial
induction in drawing conclusions. In the Regions of the Czech Republic in the period 2013-2017, as
the average, is, by means of correlation analysis (the Pearson’s correlation coefficient) statistically
tested the relation between the expenditures on selected social care services on one side and the
number of social service users on the other. Correlation analysis is used to measure the strength of
linear correlation between two random variables. Values range within the interval <-1, 1>, when the
positive or negative value indicates the direction of correlation (positive in the case of correlation,
negative in the case of anticorrelation) and its absolute value the strength of correlation. The more the
absolute value approaches 1 (or -1 for that matter), the stronger the correlation is. One of the most
frequently used calculations of correlation analysis appropriate for a given type of data is the
Pearson’s correlation coefficient. To express the strength of correlation, the coefficient of
determination (r?) was used, which is the squared value of the coefficient of correlation (r), expressed
in per cent. The coefficient of determination also states the extent of suitability of a model. It shows
the part of Y variability which can be explained by the model (Lynch, 2013, pp. 127-134).

The calculations in the following part were generated in the IBM SPSS Statistics 25.0 software.
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3 Results and Discussion

The performed analysis focuses on 1) the structure of sources of financing social services in the Czech
Republic, 2) selected sources of financing social services in 2007-2017, 3) the revenues and the
expenditures of selected social care services in the regions of the Czech Republic in 2013-2017.

3.1 Structure of sources of financing social services in the Czech Republic

Social services are funded from multiple resources and the volume of money spent on social services
was almost CZK 105 billion in 2015-2017. Structure of sources of financing social services is seen in
Figure 1.

Figure 1 — Sources of financing social services in the Czech Republic in 2015-2017.
Source: NKU (2018)

Subsidies from state budget
chapter 313 - MoLSA (27%)

Regions and municipalities
(17%)
M Care allowance (20%)
Payments of health
insurance companies (5%)
Payments of social service

users (23%)

Other (8%)

Note: Other sources — Office of the Government of the Czech Republic, other ministries, EU funds, revenues
from taxes and fees, sales of products and services, rents, received donations and contributions, other operating

and financial revenues.

Given the demographic development and the ageing population, there will be an increase in demands
for the state budget funding and staffing in the area of social services. In 2015-2017, the MoLSA
participated in the financing of social services in the form of subsidies for social services (27 %) and
care allowance (20 %).

3.2 Selected sources of financing social services in the Czech Republic in years 2007- 2017

From the sources for financing social services, a closer attention is paid to subsidies from the state
budget chapter 313 — Ministry of Labour and Social Affairs (MoLSA), payments of social service
users and care allowance. Table 1 shows revenues for social services in facilities by legal form (total
revenues, revenues for residence, meals and services provided — using care allowance, subsidies from
the state budget) and allocated expenditures (investment, non-investment) on social services by legal
form of the facility in years 2007, 2010, 2013 and 2017.
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Table 1 — The revenues and the expenditures of social services in 2007-2017

Revenues (in mil. CZK) Expenditures (in mil. CZK)
of which of which
Social services for
provided in residence,
facilities total meals, subsidies total . hon- investment
provided investment
services
State and regional | 10827 4136 6 447 11220 10 157 1063
2007 Municipal 4959 2 062 2831 4 897 4726 171
Other (non-state) 2 350 629 1681 2379 2218 161
State and regional | 11379 5133 6 226 11 958 11 256 702
2010 Municipal 5915 2630 3270 5956 5800 156
Other (non-state) 4843 1119 3443 4623 4474 149
State and regional | 11809 5269 4 468 11992 11527 465
2013 Municipal 6 043 2857 2017 6 003 5727 276
Other (non-state) 5690 1719 1836 5 668 5501 167
State and regional | 15 372 6 838 7 204 15 152 14733 419
2017 Municipal 7721 3889 3082 7 665 7 487 178
Other (non-state) 10 269 3491 3426 9250 9049 201

Source: MPSV (2008, 2011, 2014, 2018). The Annual statistical reports on labour and social matters
2007, 2010, 2013, 2017.

In the course of 2007-2017, the volume of revenues and expenditures allocated to social services kept
increasing, which is associated with population ageing and an increasing number of social-service
users. The highest volume of revenues (as subsidies and revenues from payments by service users) is
indicative of state-owned and regional facilities of social care. Compared to total revenues and
expenditures of state-owned, regional and municipal social-care facilities, non-state-owned facilities
manifest an apparent trend of rapidly increasing total revenues (from 2,350 million CZK in 2007 to
10,269 million CZK in 2017) as well as the trend of rapidly increasing total expenditures (from 2,379
million CZK in 2007 to 9,250 million CZK in 2017).

Despite the increasing tendency of revenues allocated to social services, according to the Czech Press
Office (CTK 2019), providers of social services complain about shortage of financial sources. They
ask for financing every year and warn that without further resources, they will have to limit their care
for the ones in need. This year (2019), the association of regions demands two billion CZK for
subsidies. However, operators and representatives of regions, cities and municipalities also ask for
the increase of payments from service users. Their goal is that the Ministry of Labour and Social
Affairs (MoLSA) adjusted the order with highest prices, by increasing them slightly. Some experts
have already suggested a partial payment of care allowance in vouchers, which could be spent on
professional care. As a result, social services would receive more financing. The council of the
disabled disagreed with this suggestion, nevertheless.

Development of the expenditures on care allowance and the average monthly amount of benefits paid
in years 2007-2017 is shown in Figure 2. Expenditures on care allowance increase every year. The
only decrease was spotted in 2011. Compared to 2010, expenditures on care allowance dropped by
1.5 billion CZK, to 18.1 hillion. It was caused by the decrease of care allowance with the 1% level of
dependence for people aged 18+, from the former 2,000 CZK to 800 CZK, as well as changes to
assessing the entitlement. A significant growth of expenditures on care allowance has manifested
since 2016, related to the increase in contributions in all four levels of dependence by 10%.
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Figure 2 — Expenditures on care allowance and average number of benefits paid in 2007-2017.
Source: Author by MPSV (2016, 2018). Basic indicators of labour and social protection in the Czech

Republic 2015, 2017.
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At first, the selected social care services in regions of the Czech Republic are analysed by revenues
and the number of service users. If we focus on the volume of total revenues for particular social care
services, significant differences are apparent in the regions of the Czech Republic. Total revenues in
community-care service ranged from approximately 93 mil. CZK in KAV to 346.5 mil. CZK in PRG,
in relief services from approximately 13.7 mil in PLZ to approximately 152 mil. CZK in PRG) and
personal assistance from 13.6 mil. CZK in KAV to approximately 160 mil. CZK in PRG. Also
revenues from payments of service users vary markedly, mainly in relief services (Table 2).

Table 2 — The Revenues of selected social care services in the Regions of the Czech Republic in

year 2017
Social Community care service Relief services Personal assistance
service number Revenues number Revenues number Revenues
of service (CZK thous.) of_ (CZK thous.) of_ (CZK thous.)
Users’ service Users’ service Users’
Region users total payments users total payments users total payments
PRG 10 898 346 500 88 013 1940 151924 63 863 1883 160 371 38481
CRB 13812 317673 75984 1524 64 383 35744 1079 73494 20430
SuB 7499 181973 66 989 923 20088 15106 478 33735 10 780
PLZ 7090 164 762 47 460 143 13661 3885 216 18 236 7372
KAV 3197 92921 25577 38 - 333 95 13589 1952
ULN 5676 160 724 50 738 619 56 466 26 206 577 34829 8414
LIB 3775 134 691 33227 450 16 832 12532 435 48 040 13515
HRK 5903 179 197 56 511 937 63 136 16 557 598 39 147 11899
PCE 4181 126 461 40 601 534 33080 12384 465 31105 14 505
VYS 6136 154 059 37180 587 32103 11580 332 31858 6 605
SUM 13163 329933 90 650 1751 83755 37 086 824 77 066 20230
OLM 5060 149 957 54 982 512 28922 8105 434 34843 8877
ZLN 4870 144 764 44 102 763 37 402 16 470 477 36 838 17411
MSR 9419 234 365 80712 1566 45 419 20710 900 61311 31750

Source: MPSV (2018). The Annual statistical reports on labour and social matters 2017.
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The regional comparison between years 2013 and 2017 shows significant differences of expenditures
allocated on social-care services (Table 3). Among the most expensive are day care centres, where
expenditures per single user ranged from 73,000 CZK in ZLN to 186,000 CZK in ULN in 2013, and
from 95,000 CZK in SUB to 211,000 CZK in CRB in 2017. By contrast, the least expensive is care
service with expenditures per single user ranging from 15,700 CZK in CRB to 26,200 CZK in LIB in
2013, and from 18.700 CZK in SUB to 35,000 CZK in LIB in 2017.

Table 3 —The expenditures on selected social care services in the regions of the Czech Republic
in 2013 and 2017

2013 2017
Region Expenditures per user (CZK) Expenditures per user (CZK)
CCS RS PA DCC CCS RS PA DCC

PRG 19 208 80 095 53 446 182 165 29 685 88 076 88 260 189 924
CRB 15727 32334 53616 91 803 22510 44 155 73934 211006
SUB 20170 72976 48 660 78 693 18 698 22 696 68 157 95 049
PLZ 15891 71625 42720 124 396 23 829 110 587 85 458 139 597
KAV 20911 9391 80 843 109 794 28435 91 666 126 042 150 301
ULN 20 267 62716 38 368 186 321 29 508 93 877 54 400 125 962
LIB 26 209 33674 78 951 127 686 35493 37811 110 497 127 508
HRK 22294 45797 36987 121 439 31317 69 932 63 547 135 267
PCE 23019 48 104 68 695 119761 30304 60 064 71542 148 127
VYS 23623 38592 48 292 124128 23999 53 853 93 837 107 727
SUM 17 661 44 330 65 632 139 311 24 750 48 471 95012 131244
OLM 25683 26 436 68 915 121021 30065 58 172 83693 155 162
ZLN 19 988 54 809 68 890 73093 29 826 50 081 71922 105 156
MSR 19 415 41528 60 183 117 326 24 009 29 377 71168 119776

Note: CCS — Community care service, RS — Relief services, PA — Personal assistance, DCC — Day care centres
Source: Author calculation by CSU (2019)

Since 2015, according to MPSV (2014), regional governments have been authorised to make
decisions about subsidies for providers of social services, with the rate of funding of each region being
defined with respect to the total volume of financial sources allocated from the national budget.
Regional governments are also obliged to define a network of social services in accordance with the
needs of the population and available financial resources.

In the Regions of the Czech Republic in the period 2013-2017, as the average, is, by means of
correlation analysis (the Pearson’s correlation coefficient) statistically tested the relation between the
expenditures on selected social care service and the number of social service users (Table 4, Figure
3).

Table 4 — Relation the expenditures and the number of social care service users in the period
2013-2017

Pearson’s Expenditures and Expenditures and Expenditures and Expenditures and
correlation users CCS users RS users PA users DCC
coefficient 0.959™ 0.841™" 0.969™ 0.925™

Note: CCS — Community care service, RS — Relief services, PA — Personal assistance, DCC — Day care centres
** Correlation is significant at the 0.01 level (2-tailed).
Source: Author

The results of the correlation analysis showed for all evaluated social-care services (community care
service, relief services, personal assistance, day care centres) statistically significant strong positive
relation (p < 0.01) between the expenditures on social care service and the numbers of social service
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users. Similar results are confirmed by previously conducted pieces of research into the regions of the
Czech Republic (Halaskova, 2016).

Figure 3 — Relation between the expenditures on social care service and the number of service
users in the regions in the period 2013-2017.
Source: Author
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In the coming years, attention should be paid to the regions in the Czech Republic with the highest
share of senior citizens, which has a direct impact on the increase in the users of social services and
in public expenditures on social services. The system of provision and financing of social services
needs to be made more efficient, mainly long-term social care service, namely provided in both
residential facilities and citizens' natural environment (MPSV, 2015). Specific measures are devised
to sustain the system of financing social services (Ctvrtnik, Lejsal, 2013; Pospisil, 2016; MPSV,
2019), including the use of private sources for financing social services (Krebs, Priisa, 2014; MPSV,
2015; Pospisil, 2016).

With respect to the necessity for development of social services, other measures should be taken also
outside the area of social services (Meric¢kova, Stejskal, 2014). These are services of long-term health
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care (Bartak, Gavurova, 2014) or the quality of housing of senior citizens (Spalkova, Spalek, 2017),
which is also confirmed by experience from abroad (Costa-Font, Courbage, 2015; Puthenparambil,
Kroger, 2016; Puthenparambil, 2018; Gomes, Ramos, 2019).

4 Conclusion

Financing social services is a topical issue in the Czech Republic. The aim of the paper was to provide
a view on financial social services with emphasis on selected financial sources in the Czech Republic
and, on the basis of an analysis into regions of the Czech Republic, evaluate selected social care
services from the viewpoint of revenues and expenditures. Financing social services in the Czech
Republic is multi source. Among the fundamental financial sources are subsidies from the state
budget, regions and municipalities, care allowance and payments of social service users. The analysis
of financial sources in the Czech Republic and regions showed that revenues and expenditures on
social services have an increasing tendency. In regions of the Czech Republic in the period 2013-
2017 using correlation analysis, the relation between the expenditures on selected social care services
and the number of social service users was statistically tested. The results showed a strong positive
relation between the expenditures on social care services and the numbers of social service users.

Results of the analysis confirmed that the current system of financial sources allocated to social
services is inadequate. Specific measures are devised to sustain the current system of financing social
services. The topic for further research could be (based on the prediction of public expenditures on
social services and when considering demographic development) the assessment of the most
appropriate forms of financing social services in the conditions of the Czech Republic. In terms of
further research on the regional level, an in-depth analysis of financial sources of social services in
the context of demographic development can be performed. Applying cluster analysis and
multidimensional scaling, it is possible to evaluate similarities and differences of the structure of
financial sources of social services in regions of the Czech Republic.
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Approaches to Evaluate Government Expenditures on Services in EU
Countries

Renata Halaskova

Abstract

Public expenditures constitute comprehensive financial means expended by government of a
respective state for the purpose of selected areas of the public sector. The paper aims to evaluate
government expenditures on services in EU countries with emphasis on similarities and differences
and in relation to selected socio-economic indicators. Government expenditures on selected services
are evaluated by means of cluster and correlation analysis. The research was carried out in the period
2008-2017 for 28 EU countries. The results of the cluster analysis showed a similar volume and
structure of government expenditure between the countries, in particular on recreation and culture
(countries in the first and third cluster), but also marked differences between government
expenditures on social protection and health between the countries in the first cluster, with a high
economic level, and the countries in the second cluster, with a lower economic level. Using
correlation analysis, the relation between government expenditure on services and selected
socioeconomic indicators was statistically tested. The results showed a negative relation between
government expenditures (on social protection, health, education, recreation and culture) and social
exclusion and income inequality, but a positive relation between government expenditure on (social
protection, health, education) and socioeconomic development evaluated by the Human development
index.

Keywords: EU Countries, evaluate, government expenditure, services
JEL Classification: H50, H75, H76, 138, 015

1 Introduction

The public sector represents a special subgroup of the service sector and includes all services financed
from public financing, namely, public services. Ochrana (2007) defined public services as “such
services whose user (consumer) is the public as a social entity. In economic terms, public service ...
is a public good (goods of collective consumption).” From the viewpoint of theoretical approaches,
the theory of state and public financing raises the question of the provision of public services by the
state. Smith (1976) emphasised the significance of ensuring services, which the market is uninterested
in due to their unprofitability, for public benefit. Public expenditures play a significant role in the
financing of public services, and it forms a precondition for their development. Public expenditures
are comprehensive financial means allocated by the government of a particular countries for the
purposes of selected areas of the public sector (defence, security, health education, etc.). Two
categories represent public expenditures — government purchases of ordinary and capital assets and
services, and transferred expenditures (Stiglitz, Rosengard, 2015). Authors deal with public
expenditures from different perspectives Ferreiro et al. (2013); Szarowska (2013); Stejskal, Hajek
(2015); Hallaert, Queyranne (2016); Leitner, Stehrer (2016); Merickova et al. (2017); Sopko et al.
(2017); Anderson et al. (2018); Hidalgo- Hidalgo, Iturbe-Ormaetxe,(2018) .

The paper aims to evaluate government expenditures on services in EU countries with emphasis on
similarities and differences and in relation to selected socioeconomic indicators. From our viewpoint,
the research subject are general expenditures in selected areas of the public sector. Government
expenditures are analysed in 28 EU countries in the period 2008-2017 with the use of cluster and
correlation analysis. We focus more closely on five government expenditures on services (COFOG),
which are evaluated by similarities and differences by use of cluster analysis and correlation analysis,
where the relation between government expenditures on selected services is statistically tested on the
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one side and socioeconomic development, represented by the selected indicators (poverty and social
exclusion, income inequality, human development index) on the other.

1.1 Literature review

Authors research public expenditures from different perspectives. When evaluating dynamics of
public expenditures, it is necessary to consider indicators of the evaluation and what properties are
being observed. The dynamics of public expenditures and the analysis of changes in their structure
are measured by indicators which reflect the essential proportions within total public expenditures.
Structure, trends and quality of public expenditures, including the development of the public sector
in EU countries, are dealt with in papers by Czech as well as foreign authors and studies e.g. European
Commission (2012); Ferreiro et al. (2013); Hallaert, Queyranne (2016). Authors Ferreiro et al. (2013)
address whether a convergence to a new pattern of public finances with a higher share of productive
expenditures in these countries is arising in the European Union. Hallaert, Queyranne (2016) identify
areas with space for increasing expenditure efficiency, with a view to achieving higher quality and
more sustainable fiscal consolidation. Study of the European Commission (2012) reviews trends in
public expenditures in the EU with special attention to the impact of the economic and financial crisis
and the subsequent fiscal adjustment, discusses different notions and indicators of expenditure
efficiency, with special focus on health care and on public administration reform.

Public expenditures by function are in the European context a topic of interest of many authors e.g.
Szarowska (2013); Mura (2014); Halaskova, Halasek, (2015); Sawulski (2016) or Halaskova,
Halaskova (2017). In particular, Halaskova, Halaskova (2017) deal with selected general government
expenditures in EU countries associated with the development of the services of welfare state and the
area of human potential, applying the method of multidimensional scaling. Sawulski (2016) compared
public expenditures by function in Poland, with an average of EU and CEE countries in 2014. He
focused on expenditures on social protection, education and general public services. Szarowska
(2013) examines the trends of government expenditures in the core member states of the European
Union (EU15) in the period 1995-2010. The results show significant differences in the size and
importance of public sector in the selected countries. Mura (2014, p. 5) analysed public expenditures
in selected areas of the public sector (education, R&D, infrastructure) and their economic growth,
using the example of six Eastern European countries in the period 1990-2013.

Several pieces of research deal with the relationship between expenditures and economic growth.
Pascual Saez, Alvarez-Garcia, Castaneda (2017) provide evidence of the impact of government
spending on economic growth in the European Union countries. The results obtained suggest that
government expenditures are not clearly related to economic growth in the European Union countries
in the period 1994-2012. Donath, Milos (2011) analysed the questions of state performance, the
quality of public finance and their effects on growth. The authors attempt to reveal the effects of
capital spending (functional classification of public expenses “COFOG”) on economic growth in EU
member states in the period 2000-2006.

Attention is also paid to the relation of government expenditures and selected socioeconomic
indicators (poverty or social exclusion, income inequality, human development index). A frequent
topic is the relation between government expenditures or government social expenditures and poverty
or social exclusion (Mehmood, Sadiq, 2010; Caminada et al., 2012; Visser et al., 2014; Anderson et
al., 2018; Halaskova, 2018; Hidalgo-Hidalgo, Iturbe-Ormaetxe, 2018). Reduction of poverty and
social exclusion are analysed in relation to social expenditure, which include expenditures on social
protection, health and education. According to the OECD (2019) public social expenditures
“comprise cash benefits, direct in-kind provision of goods and services, and tax breaks with social
purposes provided by general government (that is central, state, and local governments, including
social security funds). Social benefits are classified as public when general government controls the
relevant financial flows. All social benefits not provided by general government are considered
private. Private transfers between households are not considered as "social” and not included here”.
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Study by Caminada et al. (2012) was dedicated to the impact of social expenditure on poverty rate for
the period 1985-2005, where demographic and macroeconomic differences across countries were
considered. Results of this study verified a negative, but quite a strong correlation between the level
of social expenditure and poverty rate. Anderson et al. (2018) investigated the relationship between
government spending and income poverty, with a focus on low- and middle-income countries. There
are other authors who analysed the relation between social expenditures in relation to poverty and
social exclusion in the 28 European countries in the period 2007-2015, such as Halaskova (2018).
The results showed moderate negative relation between social protection benefits (all functions)) and
income poverty and social exclusion.

A number of scientific studies have examined the relationship between government spending and
income inequality (e.g. Afonso et al.,2008; Anderson et al., 2016; Sanchez, Pérez-Corral, 2018; Ulu,
2018.). Government social spending is one of the most important means of directly regulating income
inequality. Ulu (2018) investigated the effect of government social spending on income inequality for
21 OECD countries. The results have shown that government social spending has a positive effect on
affects income inequality. It has been proved that government social spending was more effective
than education expenditures in regulating income inequality. Research by Anderson et al. (2016)
presents results of a meta-regression analysis exploring the effects of government spending on income
inequality, with a particular focus on low-and middle-income countries. Another authors, Sanchez,
Pérez-Corral (2018) analysed the relationship between public social expenditures and income
inequality distribution in the 28 Member States of the European Union, throughout the period 2005-
2014,

Another topic for research is the relationship of the size of government or public expenditures and
socioeconomic development. The aim of research carried out by Sagarik (2017) was to find whether
the size of government together with government effectiveness have a positive relationship with
selected socioeconomic development in Asian countries from 2000 to 2015. Meri¢kova et al. (2017)
evaluated the relation between the volume and structure of public expenditures and socioeconomic
development as represented by the human development index, using the example of 31 European
countries.

2 Material and Methods

2.1 Data

For the purposes of the empirical analysis were used data from the Eurostat database and the Human
development reports for the ten years period 2008-2017. Year 2008 as the default year and 2017 as
the last year when data on all EU countries were available for the analysed variables (Government
expenditure by selected function, People at risk of poverty or social exclusion, Gini coefficient of
equivalised disposable income, Human development index).

Government expenditures refer to the purchase of goods and services, which include public
consumption and public investment, and transfer payments consisting of income transfers (pensions,
social benefits) and capital transfer. COFOG (Classification of the Functions of Government) is an
internationally used classification standard for a structure of states expenditures (state budgets) with
regard to their purpose (function). The classification COFOG has three levels of detail: divisions,
groups, classes. Divisions include: General public services, Defence, Public order and safety,
Economic affairs, Environmental protection, Housing and community amenities, Health, Recreation,
culture and religion, Education, Social protection (Eurostat, 2019).

For the purposes of the analysis of government expenditure by function (COFOG) Government
expenditures on services (social protection, health, education, recreation, culture and religion, housing
and community amenities)
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have been chosen, where we presume their positive or negative relation to indicators of socioeconomic
development (Table 1).

Table 1 — Government expenditures by selected function COFOG

govgron?grét)expenditure on services Service Units

y

*GF06 Housing and community amenities Collective Percentage of GDP
GF07 Health Collective 07.5, 07.6 Percentage of GDP
GF08 Recreation, culture and religion Collective 08.3 - 0.8.6 | Percentage of GDP
GF09 Education Collective 09.7, 09.8 Percentage of GDP
GF10 Social protection Collective 10.8, 10.9 Percentage of GDP

Note: *marks collective services; remaining parts are expenditures on individual final consumption
Source: Author according to Leitner, Stehrer (2016); Eurostat (2019)

In our example, socioeconomic development is represented by three selected indicators, defined in
Table 2.

Table 2 — Selected socioeconomic indicators

Indicator Abbr. Description of the indicator

This indicator corresponds to the sum of persons who are: at risk of poverty
or severely materially deprived or living in households with very low work
intensity. Persons are only counted once even if they are present in several
sub-indicators. At risk-of-poverty are persons with an equivalised disposable
income below the risk-of-poverty threshold, which is set at 60 % of the
national median equivalised disposable income (after social transfers).
Material deprivation covers indicators relating to economic strain and
durables. Severely materially deprived persons have living conditions
severely constrained by a lack of resources. People living in households with
very low work intensity are those aged 0-59 living in households where the
adults (aged 18-59) work 20% or less of their total work potential during the
past year. (APOPE in percentage)

People at risk of
poverty or APOPE
social exclusion

Gini coefficient The Gini coefficient is defined as the relationship of cumulative shares of the
of equivalised GINI population arranged according to the level of equivalised disposable income,
disposable to the cumulative share of the equivalised total disposable income received by
income them. (Gini coefficient scale from 0 t0100).
H HDI is a statistic composite index of life expectancy, education, and per
uman S g - L !
Development HDI capita income |nd|cators_, Whl_ch are used to _rank countries into four tiers of
Index human development. It is an indicator of living standards. (HDI between 0

and 1).
Source: Eurostat (2019); Human Development Report (2018)

The object of the quantitative analysis is a set of 28 EU Member States, comprising: Belgium (BE),
Bulgaria (BG), Czechia (CZ), Denmark (DK), Germany (DE), Estonia (EE), Ireland (IE), Greece
(EL), Spain (ES), France (FR), Croatia (HR), Italy (IT), Cyprus (CY), Latvia (LV), Lithuania (LT),
Luxembourg (LU), Hungary (HU), Malta (MT), the Netherlands (NL), Austria (AT), Poland (PL),
Portugal (PT), Romania (RO), Slovenia (SI), Slovakia (SK), Finland (FI), Sweden (SE), the United
Kingdom (UK).

2.2 Methods

Key methods of the scientific paper are analysis, comparison and abstraction, in creation of the
theoretical framework and the review of literature, content analysis and synthesis and partial induction
in drawing conclusions are used. Government expenditures on services are evaluated by means of two
methods - correlation and cluster analysis.
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The correlation analysis (the Pearson’s correlation coefficient) was applied to test correlations of the
observed variables — general government expenditure by COFOG on selected services 1) social
protection, 2) health, 3) education, 4) recreation, culture and religion, 5) housing and community
amenities in the period 2008-2017 for the following cluster analysis. The correlation analysis was
applied also in statistical testing of the relation between the government expenditure on selected
services one side, and social exclusion (evaluated by the people at risk of poverty or social exclusion
- APOPE), income inequality (evaluated by Gini coefficient of equivalised disposable income — GINI)
and socioeconomic development (evaluated by Human development index — HDI) on the other. This
method is used to measure the strength of linear correlation between two random variables. Values
range within the interval <-1, 1>; where the positive or negative value indicates the direction of
correlation (positive in the case of correlation, negative in the case of anti-correlation) and its absolute
value indicates the strength of correlation (Lynch, 2013).

The analysis of similarities and differences between EU countries by government expenditure on
selected services was performed through cluster analysis. Cluster analysis is a multi-dimensional
statistical method used for classification of objects. It sorts units (EU member states the present
example) into groups (clusters) so that units belonging in the same group are more similar then objects
from other groups. Hierarchic clustering was applied, which brings about a multitude of alternative
solutions how to cluster objects on the basis of their distance or similarity, its outcome can be
expressed by means of a dendrogram (Garson, 2014). In this paper, the furthest neighbour method
(the determining factor is the maximum distance between objects) was applied. The distances of
objects are measured by squared Euclidean distance (Rezankova et al., 2009). A dendrogram indicates
that the larger the size on the horizontal axis (x), the less similar, in the present case, the EU countries
are. Conversely the smaller the distance on the x axis, the larger the similarity between countries. Box
plot is one way of visualizing numerical data by means of their quartiles. The middle "box" part of
the diagram is delineated by the third quartile from the top, and the first quartile from the bottom,
whilst the mean is expressed by a line in-between. Box plots can also contain lines beginning in the
middle part of the diagram vertically up and down, the so-called whiskers, which express variability
of data below the first and above the third quartile (Pavlik, 2005). Cluster analysis was applied in
papers, for instance by Fenger (2007), who evaluated selected government expenditures and other
selected social and political variables in 49 countries (of Europe and East Asia). Petrova (2014)
researched the significance of public expenditures for the formation of separate models of
socioeconomic development in the European Union.

The calculations in the following part are the output of the SPSS Statistics 24.0 software.

3 Results and Discussion

In EU countries in the period 2008-2017 is performed the analysis of government expenditures by
functions according to similarities and differences and tested the relation between government
expenditures on services and selected socioeconomic indicators.

3.1 Analysis of Government expenditures on services in EU Countries using cluster analysis

Applying the method of cluster analysis and box-plot, 28 EU countries are analysed in terms of
general government expenditure on selected services (1) health, 2) social protection, 3) education, 4)
recreation, culture and religion, 5) housing and community amenities) in the period 2008-2017 as
average. The 28 EU countries by the evaluated government expenditures on services are seen in
Figure 1. The dendrogram (Figure 1a) shows the results of the cluster analysis, and the box-plot
(Figure 1b) presents the division of countries into three clusters by similarity (dissimilarity) of the
evaluated government expenditures on services. Government expenditures on social protection
dominate the structure of government expenditures in EU countries in 2008-2017, which account for
16.8% of GDP, government expenditures on health account for 6.3% of GDP, government
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expenditures on education 5.2% of GDP, government expenditures on recreation and culture 1.2% of
GDP, and government expenditures on housing and community amenities 0.8% of GDP on average.

Figure 1 — Dendrogram and box-plot of EU countries by government expenditures on services

in 2008-2017
Source: Author
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First cluster — is composed of nine countries: BE, DK, DE, EL, FR, IT, AT, FI, SE. Large internal
similarity of government expenditures on services is seen in DK and FR, as well as in GE and IT and
BE, SE, AT. Small internal similarity of government expenditures on services is in FI and EL.
Countries in the first cluster have the highest volume of government expenditures on social protection
(with the median of 20.70% of GDP). The volume of government expenditures on health (median
7.7% of GDP) and expenditures on education (median value 5.5% of GDP) is higher compared to
other EU countries. A wider dispersion of values of expenditures (% of GDP) is observed mainly in
expenditures on social protection, from 19.2 in DE to 23.9 in FR), expenditures on health, from 5.7
in El to 8.5 in DK, and expenditures on education, from 4.1 in IT to 6.8 in DK. The volume of
government expenditures on recreation and culture ranges from 0.7 to 1.8% of GDP. Government
expenditures on housing and community amenities have only a small representation (median value
0.40% of GDP). In the case of expenditures on housing and community amenities — FR is the outlier
(the volume of expenditures of 1.3% of GDP).

Second cluster — the largest, consisting of eleven countries BG, CZ, EE, IE, HR, CY, LV, LT, MT,
RO, SK. A high internal similarity of government expenditures on services is seen in IE, SK, CZ, as
well as BG and RO, and MT, EE, CY, LV. A small similarity of government expenditures on services
is seen in HR and LT. Compared to the other EU countries, the countries in the second cluster have a
smaller volume of government expenditures on social protection, from 11.9% to 14.9% of GDP, and
the median of 12.8% of GDP), expenditures on health (median of 5.4% of GDP) and expenditures on
education (median of 4.9% of GDP). Government expenditures on health (% of GDP) demonstrate a
wide dispersion of values, from 2.8 in CY to 7.6 in CZ. The volume of government expenditures on
housing and community amenities (median of 0.90% of GDP) is higher, compared to the other EU
countries. In case of government expenditures on recreation and culture (median of 1% of GDP), EE
represents the outlier (the volume of expenditures of 2.0% of GDP).
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Third cluster — comprises eight countries (ES, HU, LU, NL, PL, PT, SI, UK) with internal similarity
of evaluated government expenditures on services. These countries are characterised by a high volume
of government expenditures on social protection, from 16.0 to 18.3% of GDP (median of 16.6). The
volume of government expenditures on health ranges from 4.8% to 7.7% of GDP (median 6.5%) and
the volume of government expenditures on education from 4.2% to 6.1% of GDP. In case of
government expenditures on education (median of 5.3% of GDP), ES represents the outlier (the
volume of expenditures of 4.2% of GDP). The volume of government expenditures on recreation and
culture ranges from 0.8% to 2.1% of GDP (median of 1.25) and government expenditures on housing
and community amenities reach from 0.5%-1.0% of GDP (median of 0.7% of GDP).

Table 3 — Government expenditures on services by clusters in the period 2008-2017

Clusters of EU | Median of government expenditures on services (% of GDP)

country GF06 GFO07 GF08 GF09 GF10
1st cluster 0.40 7.70 1.30 5.50 20.70
2nd cluster 0.90 5.40 1.00 4.90 12.80
3rd cluster 0.70 6.50 1.25 5.30 16.55

Source: author

If we compare the EU countries by similarities (differences) of the volume and structure of
government expenditures on services, we can say that on the basis of median values (Table 3),
countries in the first and the third clusters are the most similar in government expenditures on
recreation and culture (GF08), certain similarity is observed in these clusters also in government
expenditures on education (GF09) and expenditures on housing and community amenities (GFO06).
Similarity of government expenditures on housing and community amenities (GF06) is apparent also
in countries in the second and third cluster. Conversely, the largest differences in the volume of
government expenditures on services are seen in government expenditures on social protection
(GF10) and on health (GFO07) between the countries in the first and second cluster. These differences
are associated with not only different economic levels of the countries but also goals and priorities of
the respective public policies.

3.2 Relation between government expenditures on services and socioeconomic indicators in EU
Countries in the period 2008-2017

In EU countries in the period 2008-2017, as the average, is, by means of correlation analysis (the
Pearson’s correlation coefficient), statistically tested the relation between government expenditures
on services on one side and social exclusion (evaluated by people at risk of poverty or social exclusion
- APOPE), income inequality (evaluated by Gini coefficient of equivalised disposable income — GINI)
and socioeconomic development (evaluated by Human development index — HDI) on the other.

Table 4 — Relation between government expenditures on services and socioeconomic indicators
in EU countries in the period 2008-2017

Socioeconomic Government expenditures on services

indicators GF06 GF07 GF08 GF09 GF10

APOPE 0.442" -0.647" -0.218 -0.486™ -0.509"

GINI 0.330 -0.527" -0.301 -0.301 -0.394"

HDI -0.425" 0.662"" 0.011 0.348 0.634™
** Correlation is significant at the 0.01 level (2-tailed) * Correlation is significant at the 0.05 level
(2-tailed)

Source: author

The results of the correlation analysis (Table 4) showed a statistically significant moderate correlation
between government expenditures on selected areas of services and poverty and social exclusion
(APOPE). In the case of government expenditures on housing and community amenities and social
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exclusion was observed a moderate positive correlation (p < 0.05) and between government
expenditures on services (health, social protection, education) and social exclusion a moderate
negative correlation (p < 0.01). A statistically significant moderate negative correlation was also
found between government expenditures on health and income inequality (p < 0.01) and government
expenditures on social protection and income inequality (p < 0.05). On the contrary, a statistically
insignificant weak negative correlation was found between government expenditures on services
(education, recreation and culture) and income inequality. A statistically significant correlation was
found also between government expenditures on selected areas of services and HDI. A moderate
positive correlation was found between government expenditures on health and social protection and
HDI (p < 0.01) and a moderate negative correlation between government expenditure on housing and
community amenities and HDI (p < 0.05).

It can be said that already realized research, which dealt with the relation between government
expenditures and selected economic or socioeconomic indicators, e.g. Caminada, Goudswaard
(2012); Anderson et al. (2016); Merickova et al. (2017); Sanchez, Pérez-Corral (2018), has reached
similar conclusions. Caminada, Goudswaard (2012), who investigated the relationship between total
social expenditures and poverty rates across 28 countries (15 EU countries and 13 non-EU countries),
in 2003-2007 with the use of regression analysis, found a strong negative relationship between the
level of gross public social expenditures and poverty. Countries with higher gross public social
expenditure ratios tend to have lower poverty rates than countries with lower expenditure ratios.
Research carried out by Anderson et al. (2016) showed a moderate negative relationship between
government spending and income inequality, which is strongest for social welfare and other social
spending, with using the Gini coefficient. The results from paper by Sanchez, Pérez-Corral (2018),
who analyse the relationship between public social expenditures and income inequality distribution
in the 28 Member States of the European Union, show a negative correlation between public social
expenditures as a whole and income inequality. Merickova et al. (2017) evaluated the relation between
the volume and structure of public expenditures and socioeconomic development, represented by the
human development index. The research showed that the total amount of public expenditures does
not have a significant impact on socioeconomic development; however, public expenditures in
“productive” sectors of public services (especially education, health, and social services) have the
potential to have a positive impact on socioeconomic development.

4 Conclusion

Public expenditures plays a significant role in the financing of public services, and it forms a
precondition for their development. The paper has aimed to evaluate government expenditures on
services in EU countries with emphasis on similarities and differences and in relation to selected
socioeconomic indicators. The research was carried out for the period 2008-2017, with using cluster
and correlation analyses on a set of 28 EU countries.

The results of cluster analysis showed a similar volume and structure of government expenditures on
services between EU countries, but also marked differences between government expenditures. The
highest similarity of government expenditures on recreation and culture was found between countries
in the first cluster (BE, AT, FI, SE) and the third cluster (LU, NL, ES, PL). By contrast, the largest
differences manifested in the volume of government expenditures on social protection and health
between the countries in the first cluster, with a high economic level (FR, FI, DK) and the second
cluster, with a lower economic level (LV, RO, BG, CY). These differences are associated with not
only different economic levels of the countries but also goals and priorities of the respective public
policies. Using correlation analysis, the relation between government expenditures on services and
selected socioeconomic indicators was statistically tested. The results showed a negative relation
between government expenditures (on social protection, health, education, recreation and culture) and
social exclusion and income inequality, but a positive relation between government expenditures on
(social protection, health, education) and socioeconomic development evaluated by the Human
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development index. In connection to the results found, the topic for further research can be the
evaluation of government expenditures by other functions and their impact on economic and
socioeconomic indicators with the application of regression analysis and data envelopment analysis.
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Internal Communication in the Institutions of Territorial Self-Governing
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Abstract

In the paper, we use mostly the method of comparison, through which we compare the theoretical
definition of the issue in question to its practical implementation. In the empirical part, we have used
the instrument of a questionnaire as a form of quantitative research. The questions in the
questionnaire were in a form of open, closed, and scale questions. We have subsequently evaluated
the scaling questions through calculating an average. We have used the statistical, mathematical
calculation of the average of individual instruments and forms of internal communication for each
municipal office. To calculate the averages related to the used forms of internal communication, we
have used scale questions, where we have measured intensity of their usage among the respondents
on a scale from one to five. The aim of the article is to analyse internal communication of the selected
public institutions — municipal authorities of Bratislava, Trnava, Trencin and Nitra with regard to
the use of communication tools of internal communication. Through the questionnaire survey, we
have found out that the heads of the selected municipal offices use mainly meetings, discussions with
employees, formal meetings and consultations in the internal communication. All the municipal
offices use intranet as a tool of impersonal communication. As regards the informal instruments of
internal communication, the municipal offices organize joint consultations of several departments,
informal meetings between the office management and employees, team activities, and seminars. As
the heads of the municipal offices have stated, the surveyed authorities can be characterized on the
basis of the set strategy and objectives, informal meetings, and public relations.

Keywords: Internal communication, municipal offices, local self-government, Slovak Republic
JEL Classification: H79, M19, 718

1 Introduction

Communication is the base of managing workings and a tool that mediates information and
knowledge within each organization. Internal communication is one of the fundamental pillars
enabling primary cooperation and especially coordination for the successful functioning of private
but also public sector organizations. Through quality and appropriately set internal communication,
employees in the organization can work as a unified and effective unit. It is thus the primary link in
management processes where it largely depends on how and which communication tools organization
uses. In public administration is communication an essential working tool for employees and the
manager itself. Regular and up-to-date public awareness of the activities of the authorities is a natural
starting point for the positive perception of individual public administration entities. The frequency
of using the word communication has never been as high as it is in present. The spectrum of its usage
is really wide, from describing the essence of managing a large, complex unit (organization, company,
community of people) up to a euphemism for a common human conversation. Quality communication
is one of the basic elements that allow functionality and viability of every organization. It is something
that cannot be missing in any system (if it is to exist successfully) created by people (Mikulastik,
2010). Our main reason to write the paper on this topic was that communication within a municipal
office has become increasingly important as a result of a constantly growing competitive environment.
Offices, which, until recently, did not need to manage the organization of internal information flows,
have increasingly started to deal with them and try to improve them. This is also connected to a
growing attention that companies pay to their employees, building their image as high-quality and
perspective employers, and a need for more efficient internal processes. In the world today, a better
functioning within a company leads to a competitive advantage and satisfied customers (Fiedler-
Horakova, 2005). The main objective of the paper is to analyse internal communication of selected
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public institutions — municipal offices of Bratislava, Trnava, Tren¢in, and Nitra with regard to the
usage of communication instruments of internal communication. In the theoretical part, we will focus
on importance and essence of internal communication in practice and, subsequently, we will proceed
to the comparison of the municipal offices in the analytical part.

1.1 The essence and importance of internal communication for municipal offices

In-house — internal communication plays an important role in the communication process. Internal
communication is one of the youngest types in the category of communication. From the practical
application point of view it is a very frequently used form of communication and, from the theoretical
point of view, it is well defined. Company employees communicate all the time, whether they realize
this fact or not. Communication is one of the key factors of how the public assesses the quality of
functioning of a company (Durkova — Malikova, 2011). Communication inside a company can only
be successful if both sides involved in communication — management and the rest of the employees —
put an effort towards its success. Within this process, they have to be able to notice personal interests
that influence the quality of communication process and reverse the level of their impact on reactions
and opinions of the communication participants. Internal communication takes place between people
and therefore it is necessary to take into account that personal dimensions will always be an intrinsic
part of it (Mikulastik, 2010).

In the internal environment of an office, communication is the main instrument of transmitting
internal information, experience, knowledge, principles, and norms, and for this reason it constitutes
the basic pillar of internal culture and also the main pillar of management of the office. Nowadays,
no municipal office or its employee could work without communication and, thus, we can state that a
constant exchange of information is an integral part of municipal office performance. Information is
the foundation of managing a public institution (Hola, 2006). Communication in management is
understood as the transmission and reception of messages, creating a relationship between two or
more subjects. Message is everything that could be a subject of communication — verbal and non-
verbal matters (Durkova, 2011). Communication is the basic form of social interaction between
people. It could be characterized as a specific kind of social communication realized inside a company
and influencing relationships between people within the company as well as between the company
and its external environment (Harausova, 2013). If we say that internal communication is a specific
kind of social communication, then we classify its main types as: - intrapersonal communication that
represents a dialogue of an individual, or internal monologue (it reflects perception and feelings of an
individual towards a certain social reality), - interpersonal communication, meaning communication
between two or more people (it could involve different forms as, for example, expressions and
dialogue), - public, mass communication, whose communicator passes a message to a wider audience
(means of mass communication being newspapers, magazines, books, television, internet, radio), the
communication in subject is characterised by a formal character and a lower possibility of feedback.
(DeVito, 2008).

As Karanges et al. (2015) state, internal communication represents an important function within
public relations and fulfills two main roles: provision of information and creation of community
within organization, between superiors and employees and among employees. Research conducted
by the authors points out the fact that internal communication represents the main factor of influencing
the commitment of employees in a selected organization. It has a positive impact, provides fulfillment
in work, involves employees in decision-making, increases their productivity, and improves
organization image and financial revenues. The authors Jimenez-Castillo and Sanchez-Pérez (2013),
who describe two approaches within the characterization of internal communication, bring another
view of the researched issue. The first approach is the perception of internal communication as a
strategic perspective oriented at internal market and as an operative perspective as a part of marketing
mix of the organization/territory. The second approach is the orientation on the market, where
information about the market based on the internal communication is spread both horizontally and
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vertically within a single organization. Yeomans (2007) sees internal communication as a way of
addressing office employees without using indirect communication channels (media). He stresses that
in this case, the employees should be viewed as the public (customers/citizens), while preferring
bottom-up communication

Communication and information constitute the basis for conducting all managerial functions and
processes. Hereby, it is necessary to realize that a person spends majority of their life at work. In order
to be able to perform well at work, people need to communicate properly with each other and need a
well-functioning communication. (Vymétal, 2008). Communication at a public office represents a
diverse system of in-house informal and formal communication flows and networks, through which
run the information, experience, and knowledge that influence performance of work tasks and,
consequently, also the strategic goals of the office. It is important that appropriate conditions for
achieving company objectives on all levels of management be established through communication
(Gecikova, 2012). Mazzei (2014) in his study speaks of internal communication as of a sum of
interactive processes aimed at generating intangible assets: knowledge of working procedures and
active commitment of the employees of the office. Skills, behavior, and social status of the employees
also generate communication networks and relationships in individual departments of an organization.

However, internal communication should, on the contrary, allow an efficient connection between all
employees of an institution in a way that would create corresponding conditions for mutual
understanding and cooperation, which eliminates formal performance of duties. Through
communication, employees clarify and form their opinions on all activities of the office. It is important
that it is not the amount of information, but its value, quality, and the chosen form of communicating
that is the decisive factor (Sulikova, 2012). From the view of quality of internal communication, its
content is a significant aspect. It is important for the content of internal communication to contain -
vision, strategy, and objectives of the company, - company values, - successes and failures of the
company, rules of remuneration and care for employees, - important features of company culture, -
desirable, as well as undesirable, behaviour of employees. From the content of internal
communication, it is possible to define crucial factors or actors of this type of communication. If we
assume that internal communication should, with the lowest possible costs, provide connection
between all employees, then all employees of an office must be the actors of communication. Their
role and significance in this process grows proportionally to their status in the company hierarchy and
also to the level of their ability to influence others (Luka¢ — Fibova, 2015).

It is also necessary to see a difference between a subject and an object of communication. The subject
comprises the elected bodies of a city and the head of the office, as well as the managers on all levels
of company management, and the internal communication specialists, if the municipal office employs
any. The object of internal communication is represented by the target groups, which are affected by
the communication, such as the employees and the surrounding environment, e.g. their family or place
where they live. Although some authors only include present employees in the internal environment,
we are of an opinion that former employees, as well as potential employees and organizations
representing employees should also be included in the target group because of the persisting socio-
economic ties (Ondrusek — Mika, 2012).

2 Methodology and Methods

Within our paper, we have conducted a quantitative research aimed at analysing internal
communication instruments used in the selected municipal offices. For the analytical part itself, it is
necessary to process theoretical definition of internal communication, its essence and role, as well as
its instruments and forms. The theoretical area, based on a domestic and foreign specialized literature,
is concurrently compared to its practical implementation. As respondents, we have chosen the heads
of municipal offices, who answered our predefined questions in an on-line questionnaire survey.
Research sample consists of the heads of selected municipal offices in the local self-governments of
Bratislava, Trnava, Nitra, and Tren¢in. We have selected the respondents of our survey deliberately,
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as we have addressed four municipal offices in the area of Western Slovakia. According to the Act
No. 369/1990 Coll. on Municipal Establishment, the heads of the municipal offices are responsible
for the organization of the office, manage work activities and tasks of the employees, decide the
number of employees, establish organization rules of the municipal office. They also directly manage
the assigned organizational units of the office (sections, departments, divisions, offices, etc.) and
coordinate their professional and methodological activities. Based on the stated facts, we have chosen
the heads of the surveyed municipal offices as our research sample, as their competences and
knowledge correspond to the level needed to respond our questionnaire.

In the paper, we thus use mostly the method of comparison, through which we compare the theoretical
definition of the issue in question to its practical implementation. In the empirical part, we have used
the tool of a questionnaire as a form of quantitative research. The questions in the questionnaire were
in a form of open, closed, and scale questions. We have subsequently evaluated the scale questions
through calculating an average. We have obtained information about the internal communication
instruments and forms of informal communication that are used most frequently by the employees of
the municipal offices.

We have used the statistical, mathematical calculation of the average of individual instruments and
forms of internal communication for each municipal office. To calculate the averages related to the
used forms of internal communication, we have used scale questions, where we have measured
intensity of their usage among the respondents on a scale from one to five. The value one represented
the most used and the value five the least used form of internal communication. The respondents have
assigned the value of their response to individual forms according to the scale. We have numerically
formulated and calculated individual answers of the respondents using an allocated coefficient in a
data matrix in the MS Excel. We have added up the resulting figures. We have obtained the average
by dividing the resulting figures by the total number of the respondents, in our case by number 4.
Because the value one represents the most used forms, the lowest average describes instruments that
are used most frequently.

3 Results and Discussion

To facilitate the information flow, companies create communication networks (models of
communication channels). Forms of communication processes are planned, regulated and
predetermined with a defined budget and personal responsibilities. They contain channels for
communication in different directions — downwards, upwards, and horizontally. Each direction serves
a certain purpose and is, in its own way, unique in its essence, content, but also limitations (Nagyova
et al., 2012). Top-down formal communication is a type of communication, where information is
passed from a higher level - the superiors, to the lower level — the subordinates. It could be oral
(orders, interviews, meetings) or written (regulations, letters, manuals). It is a highly significant factor
of allocation of tasks and specification of duties for individual members of a group in a company.
Through the top-down communication, the following types of information flow: - work directives, -
information serving as a tool to understand a task and its relation to other tasks in a company, -
information about economic and social policy of a company, - information about the mission of a
company, - feedback from the subordinates about fulfilling the tasks in a company (Durkova, 2011).

The significance of internal communication and communication roles is growing also in the
connection to the accession and integration of the Slovak Republic into the European Union. Slovak
companies must accept many norms and rules that have a direct impact on businesses (Szarkova,
2008). Instruments of internal communication are classified according to two aspects, which are the
instruments of vertical communication bottom-up and instruments of vertical communication top-
down. The most used are the instruments of vertical communication top-down, such as meetings,
seminars, notice boards, company radio, letters, written instructions, directives, internet, e-mail,
informal events (balls, parties, sports days). As we have mentioned above, we sent the online
questionnaire to the heads of selected municipal offices of Bratislava, Trnava, Trenc¢in, and Nitra.
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They are all regional capitals in the western Slovakia. In Table 1, we present socioeconomic
characteristics of the researched cities.

Table 1 — Socioeconomic indicators of the researched municipalities

. City of . . - . "
Indicators Bratislava City of Trnava | City of Nitra | Cify of Trencin
Area of the city (ha) 36 763 7154 10 048 8 200
Population density/1 km? 1168 914 767 677
Population (31.12.2018) 432 864 63 924 78 559 54 705
Moved in 14 675 1061 1113 875
Unemployment rate (May 2019) 0,70 % 2,16 % 2,07 % 1,76 %
Economically active population 246 947 66 262 82 895 57 948
GDP of region in mil € (2017) 23727 9519 9273 7 602
Life expectancy at birth for men
(2017) 75,56 74,13 72,90 74,50
Life expectancy at birth for 8159 8023 7977 8127
women (2017)

: . . Richard
City mayor Matas Vallo Peter Bro¢ka | Marek Hattas Rybnicek
Head of municipal office Ctibor Kost’al Katarzna, Jan Odzgan Jaroslav Pagac

KoncoSova
Number of employees of MO 600 217 196 183

Source: Regional Statistical Yearbook of Slovakia, 2018

In the Table 1, we have shown socioeconomic data and basic information about the municipalities
that took part in our questionnaire survey. As we have stated before, the respondents are the
employees of the cities — heads of municipal offices, which are described as the executive authorities
of local self-government. In the Table 2, we offer responses from the questionnaire survey. These are
the basic information about the respondents related to the performance of their duties.

Table 2 — Respondents’ answers in the questionnaire survey

work at your municipal office?

Surveyed areas — questions for Munlf:lpal Munlplpal Munlplpal Municipal
Office Office Office - -
respondents : v Office Nitra
Trnava Bratislava Trendin
How many years have you been working one vear one vear five vears one vear
as a head of municipal office? Y y y y
Approximately how many employees 217 600 183 196

Do you address the issue of internal
communication in the municipal office?

yes, regularly

yes, regularly

yes, regularly

yes, regularly

Do you use intranet in internal
communication of the municipal office?

yes, regularly

yes, regularly

yes, regularly

yes, regularly

How often do you carry out formal work
meetings with employees?

Every day

Several times
a week

Several times
a week

Every day

Source: own elaboration

In the following part of the paper, we will provide the results of the survey conducted in the four
selected municipal offices. The heads of the offices gave their responses to the questions using a scale
from 1 to 5, indicating the intensity of using particular instruments of internal communication, while
1 represented the most used instrument and 5 — the least used instrument. This means that the lower
the average of the indicator, the more frequent its implementation. In the Table 3 we present the
instruments of internal communication in order of their rate of use.
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Table 3 — Instruments of internal communication used in the surveyed municipal offices

Communication instrument Average Communication instrument Average
1. | Meetings 1.50 Informal meetings, roundtables 3.50
Discussions 1.75 8. | Instructions, letters 3.50
3 Consultations 2.00 Notice board (classic) 3.50
" | Formal meetings 2.00 9 Written circular 3.75
4 Directives, regulations 2.25 " | Municipal office radio 3.75
Electronic notice board 2.25 10. | Videoconferences 4.00
5. | Telephone conversation 2.50 1 Office bulletin 5.00
6. | Personal conversation 2.75 " | Municipal office newspaper 5.00
7. | Surveys of employees’ opinions 3.00

Source: own elaboration

The table shows that the most frequently used instruments of internal communication are the
meetings, discussions, consultations, and formal meetings. Work meetings are an essential part of the
coordination of work activities, organization of tasks, or solving specific problems, such as the quality
or the issue of innovation process. Work meetings differ by the number of meeting participants, the
rate of interaction between the participants, the quality and amount of information, and also the issue
raised (Matus, 2008).

On the contrary, the least used instruments of internal communication in municipal offices are
videoconferences, office bulletins, and newspapers. Newspaper or a magazine published mainly for
the office employees would be a very suitable instrument to continuously inform the employees about
the objectives of the municipal office (including the strategic objectives), work of the management,
as well as cultural and sports events organized within the institution. Through an appropriately chosen
content, they can be not only an informational but also motivational medium. Further, we offer a
graphic illustration of the internal communication instruments usage Prie¢kova, 2010).

Figure 1 — Calculated average of the internal communication instruments used in municipal
offices
Source: own elaboration

Municipal office newspaper 5,00
Office bulletin 5,00
Videoconferences 4,00
Municipal office radio 3,75
Written circular 3,75
Notice board (classic) 3,50
Instructions, letters 3,50
Informal meetings, roundtables 3,50
Surveys of employees’ opinions 3,00
Personal conversation 2,75
Telephone conversation 2,50

Electronic notice board ~=e————— ) 75
Directives, regulations messsss—— ) 5
Formal meetings —=e——— 2 00
Consultations —=eess—— 2 00
Discussions s ] 75
Meetings —mes——1 50

Another very useful instrument is the survey of employees’ opinions. Although it is quite a time-
consuming and costly way of obtaining feedback, the results of such a survey are of a high
informational value. It is also an opportunity for the employees to express their opinions that help in
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gathering prerequisites for realizing a certain change in, e.g. the organizational structure of a
company, means of motivation, remuneration, or innovation process, etc. A municipal office should
conduct a survey of employees’ opinions when it is planning to eliminate assumed shortcomings that
a survey can confirm. The most frequently used method of the survey is the method of questioning,
mainly in a written form of questionnaires and, in some cases, also oral, telephone questioning or
using the internet.

Within every organizational structure, informal structures with their own communication arise.
Informal groups emerge spontaneously, based on common or similar values, needs, place of activities,
or frequent contact at the workplace. Communication within an informal group is also informal
(Matus, 2008). This communication has its own sources of information and channels through which
information is shared. Communication network of this type respects the informal structure. This way,
the spread of information is usually fast, flexible, and operative. In the Table 4 we present forms of
informal communication in the selected municipal offices.

Table 4 — Forms of informal communication used in the surveyed municipal offices

Forms of informal communication Average Forms of informal communication Average
1. | Joint consultations of the departments 1.50 Social and cultural events 2.75
) Informal meetings with the employees 2.00 Anonymous letter boxes for ideas 2.75
" | Team activities 2.00 5. | Company events, parties 3.25
Joint training events 295 6. Ro’_tation of employees of the municipal 350
3. office
Seminars, conferences 2.25 7. | Open door days in the municipal office 4.25
4. | Sports events for the employees 2.75

Source: own elaboration

The results of the survey show that the most frequently used forms of informal communication in the
municipal offices are joint consultations of the departments and informal meetings with the employees
or team activities. On the other hand, the least used forms are the rotation of employees and open door
days. However, in this type of communication, credibility and truthfulness of information is rarely
verified, there is no guarantee of its completeness or objectivity (Kravéakova, 2013). This leads to a
question — why do employees exchange information in an informal way, when they have formal
channels that capture all directions of informational flow? It is mostly due to the fact that they place
no demands on their partners. Figure 2 also illustrates the average of the forms of informal
communication used in the municipal offices.

Figure 2 — Forms of informal communication used in the surveyed municipal offices
Source: own elaboration

Open door days in the municipal office —  ————— 4 05
Rotation of employees of the. . ——— 3 5()
Company events, parties e —— 3 05
Anonymous letter boxes for ideas — m———— ) 75
Social and cultural events ~m—— ) 75
Sports events for the employees m——————_ ) 75
Seminars, conferences m———— ) 75
Joint training events ~E——————————— ) 75
Team activities m———— 7 00
Informal meetings with the employees — m———————— 2 00
Joint consultations of the departments — m—— ] 50
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Internal communication comprises the communication of the municipal management with their
employees and the communication between the employees themselves. The flow of information is
provided in several different ways. In the area of internal communication of the surveyed self-
governing units, we distinguish between two basic groups, the first group being the employees of the
municipal office and organizations established by the municipality and the second group the city
council members. In the table 5, we show the specificities of the organizational structures of the
surveyed municipal offices.

Table 5 — Characteristics representing organizational structures of the surveyed municipal
offices

Characteristic elements Average Characteristic elements Average
. A System of evaluation
1. | Strategies and objectives 1,25 4 (Motivational discussions) 2,75
2 Informational meetings 1,75 Traditions, customs 2,75
" | Public relations 1,75 5. Vision of the municipal office 3,25
Symbols 2,25 6. Dress-code, 3,50
3 Written and unwritten rules 2,25 7. Annual/bi-annual evaluation of 4,00
the employees

Source: own elaboration

The table 4 clearly shows that typical elements of organizational structures of municipal offices are
the strategies and objectives, informational meetings, and public relations. On the other hand, the least
characteristic elements are the dress-code and annual evaluation of the employees. As regards the
dressing of the employees, which is also a certain type of internal communication, the employees do
not have a mandatory dress-code. Business-code is a rule during the city council assemblies, city
board meetings, receiving official visits, mainly by the mayor, the head of municipal office, and the
top managers. Building relationships and improving a team spirit in an organization is achieved
through informal events, such as Christmas party or sports activities.

Figure 3 — Characteristics representing organizational structures of the surveyed municipal
offices
Source: own elaboration

Annual/bi-annual evaluation of. . S —————————— /]
DresS-COCIe, 1 3,5
Vision of the municipal office - ——— 3 75
Traditions, customs —E—— ) 75
System of evaluation. . e ——— ) 75
Written and unwritten rules  m—————— ) 75
Symbols ———— ) 75
Public relations —mees——— ] 75
Informational meetings ~m————————— ] 75
Strategies and objectives m——— 1 25

Building on the aforementioned results of the questionnaire survey, we find it important to emphasise
that the decisive factor influencing the standard of internal communication is the top management; in
the conditions of local self-government, we are talking about the head of the municipal office, who
as an employee of the city manages all activities of the municipal office. For this reason, it is vital
that this manager realizes the importance of communication and its patterns and, on the basis of a
rigorous and comprehensive knowledge, creates space for its development. The top management is

145



the initiator of communication processes as well as the designer of formal communication channels.
It defines the style and rate of openness and the overall character of internal communication, thus
influencing the whole culture of the organization. It is, in a way, the central point of communication
inside the office — it receives, processes, and transmits information and participates in building the
communication network. Members of top management should realize the importance of an open and
regular sharing of information with their employees and see the feedback as a vital instrument of
gaining relevant information and controlling the comprehension and reception of communication
intents (Matts, 2008, p. 92).

4 Conclusion

To conclude, we could state that we regard the meetings at different levels of management of the
municipal offices in the surveyed cities especially important. The objective of the paper was to analyse
internal communication in the selected public institutions — municipal offices of Bratislava, Trnava,
Trencin, and Nitra in the light of their use of internal communication instruments. The local self-
governments regularly - each week hold weekly meetings of the mayors with the managing staff. First
Monday of a month, the mayor carries out a big monthly meeting with the managers and directors of
subsidised organizations in the city. Smaller consultation meetings are held on an on-going basis when
necessary. Meetings of the head of the office are also being called as needed and, depending on the
discussed issue, in the presence of managing staff or employees of individual departments. Heads of
municipal offices in Trnava and Nitra stated that they organize work meetings with their employees
every day, while the heads of the municipal offices in Bratislava and Trencin said they do it a few
times a week.

A big disadvantage of a managerial position as a head of the municipal office is that it is replaced
more often than in the private sector, where a manager is not so strongly influenced by the director of
the company, as is the case of a municipal office after an election of a new mayor. Respondents further
stated that they deal with internal communication within the municipal office regularly. The most
frequently used instrument of internal communication in the surveyed municipal offices is a
consultation meeting. In what spirit the meeting is held and whether it brings desired results is
dependant on the character features of the person leading the meeting. It is also vital that everybody
involved is informed on time about the rules of successful completion of the tasks and projects. Just
like every other self-government, the surveyed self-governments work with a vast quantity of
information. These data are available through intranet, where the employees can find information
about what is currently happening, read reports from meetings, access strategic documents and
generally binding regulations, etc. In self-governments, we can find not only the communication from
the superiors towards their subordinates, such as consultations, instructions, directives, and orders of
the mayor. This communication is also described as the vertical communication. In the selected self-
governments, we have also noted horizontal communication, which is characterized by sharing of
information at the same level, like, for example, meetings of heads of the departments.
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Use of Multi-criteria Decision Making Method for Calculating of Secondary
School Efficiency: the Case of Vocational Secondary Schools in the Pardubice
Region

Denisa Chlebounova, Romana Provaznikova

Abstract

Multi-criteria decision making techniques are extensively used in selecting the best alternative among
the available options, assessed according to selected criteria. It is a suitable tool for evaluating and
comparing schools because school efficiency measurement can be seen as a decision-making
problem. The aim of this paper is to evaluate vocational secondary schools established by the
Pardubice Region using appropriate selected criteria describing efficiency and then rank the schools
according to these criteria. We chose suitable criteria which are mainly based on pupils' demand and
demand for skilled workers in the labour market. We used the Weighted Sum Method for our analysis.
The resulting order of schools ranked according to their efficiency shows that supported fields should
be medical, technical and on the other hand, fields that currently show low efficiency are agricultural
or gastronomic fields. Our results might be an inspiration for designing an optimal network of
vocational secondary schools in the Pardubice Region.

Keywords: Efficiency, secondary schools, decision making, multi-criteria, weighted sum method
JEL Classification: 1210, 1250, 1290, H410

1 Introduction

The concept of efficiency relates the outcome of a process to its input. A system is said to be efficient
if a maximum output is obtained from given input, or if a given output is obtained with minimum
input. The output may either be measured as a goal within the education, such as achievement scores
or completion rates, or as a goal outside the education, such as employment probabilities or earnings
returns on the labour market (Hanushek and Kimko, 2000).

Ryska (2009) states that, education, as well as other sectors of society, began to focus on the efficiency
of processes and outputs in the second half of the twentieth century, when input tracking was replaced
by the monitoring and evaluation of outputs. The education sector has traditionally focused primarily
on the entry and process characteristics of school education. However, for example, information about
spending per pupil could not say anything about the efficiency of using funds.

Evaluation of efficiency in education is most often associated with the idea of the link between
spending on one hand and educational achievements on the other. There are various definitions of
education efficiency in strategic documents of the OECD countries (CSI, 2014). The relationship
between education performance on one hand and financial allocation on the other (the value-for-
money concept) is the most frequently mentioned definition (e.g. in England, Slovakia, Spain, the
United States, etc.). Transition through the education system (e.g. in Denmark), consolidation of the
school administration system (e.g. in Austria and Finland), and optimization of school size (e.g. in
Norway) are less frequently cited education efficiency concepts. In the case of the Czech Republic,
the evaluation of efficiency in education is most often cited in connection with the optimization of
the network of primary and secondary schools. In the Czech Republic, the most striking problems for
achieving higher efficiency in education, specifically in the area of upper secondary education, are as
follows.

In recent times, the Czech Republic faces the problem of the lack of pupils of upper secondary schools
in terms of school capacity. There is an excess supply (capacity of schools) over demand (number of
pupils). This situation is mainly caused by a long-term decline in birth rates when the number of
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secondary school pupils is decreasing, but the current inappropriate funding system also plays an
important role. All these effects reduce the efficient use of public resources (EDUIN, 2018).

The most frequent problems of upper secondary education are discussed in vocational schools,
especially in apprenticeships. In this type of schools, the quality is very low and this education is very
uneconomical or inefficient: consumption of high finance without added value in the form of
successful graduates. There is high degree of failure in this study, high number of upper secondary
school pupils leaving this education system before passing the final exam (EDUIN, 2018).
Apprenticeship graduates show the highest unemployment rate in the labour market
(Infoabsolvent.cz, 2018). Research POSPOLU (2013) shows that one of the most frequent employers'
demands is the practice of applicants. However, apprentices spend little time in the real work
environment within theirs vocational training. Companies complain about the very low practical skills
of graduates.

The aim of this paper is to evaluate vocational secondary schools established by the Pardubice Region
on the basis of appropriately selected criteria describing efficiency and then rank the schools
according to these criteria. We used multi-criteria decision making method (MCDM). The key
element of this method is the determination of the weights of the individual criteria. We used the
opinion of experts in the field of education for this purpose.

1.1 Criteria for evaluating schools

We chose suitable criteria for achieving the goals based on the research of the approaches of OECD
countries in the context of the quality and especially efficiency of education.

The Nordic countries emphasize increasing the proportion of young people achieving secondary or
tertiary education in their education policy documents. These countries focus on equal opportunities,
which is understood in terms of equal access to high quality education for all regardless of age, gender,
origin, language, or other characteristics of the pupils. Attention is also paid to the links between
education and the labour market with the declared support to those fields there is demand on the
labour market. The basic ambition of Danish education documents is world excellence when
contemporary Danish children will be the best educated generation in the country's history. Finland
emphasizes the links between education funding and student achievements. Normative funding is
partly depends on the achieved educational goals (CSI, 2014).

Ireland, Slovakia, Spain, Italy or Poland highlights the need for consistency between educational
supply and demand in the labour market and increasing the number of high-quality schools while
respecting the support needs of disadvantaged pupils and lagging schools (CSI, 2014). The general
trend of the reform process of the Polish education system is to strengthen the results-oriented
management system (Dabrowski and Wisniewski, 2011).

Germany, Austria, Switzerland and Denmark perceive also an important need for consistency between
supply and demand in the labour market. There is a dual vocational training system in these countries.
The quality of education is closely related to successful school completion and the transition between
levels of education and the transition between education and the labour market (Deissinger and
Hellwig, 2005). Germany also focuses on promoting integration into the education of people with a
migrant background (CSI, 2014).

From the literature review it is obvious that most countries believe that the labour force entering the
labour market should be sufficiently trained, should be able to adapt to changing conditions and
continue to learn. However, a well-functioning link between the educational sphere and the world of
work is essential to enable the school system to respond to the changing demands and needs of the
labour market.

The following Table 1 briefly describes the selected criteria for our analysis.
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Table 1 — Selected criteria for the analysis and the reason for their choice

Criterion

Reason for selection

Minimization
(Min) or
maximization
(Max) criterion

Expenditure on

To measure the efficiency of upper secondary schools inputs characteristically

teacher salaries per include, inter alia, educational expenditure. Teachers’ salaries represent the Min
pupil (2017) largest single cost in education.
Pupils' interest in the
school (development | This criterion represents pupils' interest in attending a particular school.
of the number of Higher number of incoming pupils will ensure higher efficiency as the Max
incoming pupils) capacity of schools will be better utilized.
(2013-2017)
Pupils' interest in the
field (development This criterion represents pupils' interest in attending a particular field. The
of the number of growth of newly incoming pupils to individual fields can be deduced from the Max
applications for the overall development of the character of upper secondary education in the
fields of study) region.
(2013-2017)
The average success | School makes effective higher achievement of pupils level (Murat, Kazan and
rate in the final Coskun, 2015). Almost every study that measures school efficiency uses pupil Max
exams (2013-2017) performance as an output indicator.
We focused on full compliance, which means that graduates work after school
Conformity of the in the field (in a group of fields) for which they were prepared directly in the
completed education | school (NUV, 2017). The higher value of full compliance indicates the
(field) and the area effective use of acquired qualifications in real labour market conditions, Max
of employment of conversely high values of gross dissension (low full compliance values) point
graduates (2016) to some discrepancy between graduate preparation and real labour market
needs.
Development of job | Pupil subsequent labour market performance is often used as an output in
vacancies by studies that measure efficiency. Larger number of vacancies expresses the Max
branches (2014- greater demand of employers for employees and hence greater chances of job
2018) opportunities for graduates.
Czech National Institute for Education calculated the probability of
automation threats for individual qualifying groups (for fields of upper
The probability of secondary schools and also for fields of higher schools) by 2025 in its study
automating fields in | (NUV, 2015). We used these values for individual upper secondary school Min

the future (by 2025)

fields and created the indicator the probability of automating fields in the
future. The lower this indicator, the greater the probability of graduate needs
in the field and better use of graduates in the labour market in the future.

Source: own processing

2 Material and Methods

This study covers all vocational secondary schools established by the Pardubice Region. We have
included 34 of these schools with the exception of the conservatory of Pardubice because it has a
different status and characteristics. The evaluation period is 2013-2017. All schools in the sample
were divided into schools with graduation exam fields (Table 3) and schools with apprenticeships
fields (Table 4) for analysis due to different characteristics (different criteria values) between these
types of schools. Data on schools and their criteria (described in Table 1) were obtained from the
following sources: school annual reports, annual reports on the state and development of the education
system in the Pardubice Region, internal materials of the Pardubice Region Department for Education,
studies published by the Czech National Institute for Education and data from the Regional Labour
Office.
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A huge literature about the educational efficiency exists (Davutyan, Demir and Polat, 2010). For
measuring efficiency in education some studies use traditional regression (Deutsch, Dumas and
Silber, 2013), or a multilevel regression analysis (Fekjaer and Birkelund, 2007). MCDM s also
widely used method (Ho, Dey and Higson, 2006; Murat, Kazan and Coskun, 2015). However, Data
envelopment analysis (DEA) is the most commonly used (Alexander et al, 2010; Nauzeer, Jaunky
and Ramesh, 2018). DEA is the quantitative approach to carry out the performance measurement.
This method adopts the linear programming to measure the relative efficiency of homogenous
operating units, for instance, banks, hospitals, schools, and so on. The goal is to find out the best
practitioner as a model for the others to benchmark, identify inefficiency, and improve their
performance.

Kolios et al (2016) state that in contrast to DEA, which aims at an ex-post evaluation of similar units
for the purpose of monitoring and control, the objective of MCDM is the ex-ante assessment of a few
individual options by explicitly considering the subjective preferences of a decision maker for the
purpose of decision support, planning and choice. Unlike the DEA, which is just suitable for the
performance measurement, the MCDM techniques are more practical and applicable. Besides, the
techniques coincide with real-world situations because the decision problems normally consist of
multiple criteria rather than a single objective. For these reasons, MCDM method for our analysis was
preferred, specifically we used the Weighted Sum Method (WSM).

Multi-criteria decision making (MCDM) refers to making decision in the presence of multiple and
often conflicting criteria. In the real world almost every important problem involves more than one
objective, which may be related to economic, social and environmental considerations. When there is
more than one objective, and the objectives are non-commensurate, a compromise solution must now
be selected on the basis of the decision maker’s attitude to achievement of the various objectives.

MCDM is a procedure that combines the performance of decision alternatives across several,
contradicting, qualitative and/or quantitative criteria and results in a compromise solution. A MCDM
problem may not have a single solution that could optimize all objectives simultaneously. The
generally accepted solution of a MCDM problem is said to be a Pareto solution (or non-dominated
solution). A Pareto solution is the one for which any improvement in one objective can only takes
place if at least one other objective worsens (Kolios et al, 2016). Such solutions are referred to as the
best compromise. The final solution of a MCDM problem should be one of the compromise options
that can best satisfy the decision-makers’ preferences. There are several approaches to obtaining such
solutions. Based on the ways of extracting the decision maker’s preference information and using it
in decision analysis processes, the MCDM methods can be divided into three main categories (Marler
and Arora, 2004):

First, methods with a priori articulation of preferences which allow the designer to specify preferences
according to relative importance of different objectives include, for example, the weighted sum
method we used. Second, there are methods for a posteriori articulation of preferences when decision
maker express an explicit approximation from a range of solutions and thirdly, there are methods with
no articulation of preferences.

Weights are used to establish preferential relationships between options in dependence on decision-
making objectives. In general, the more important the criterion, the higher is weight of this criterion.
As a rule, weights of criteria are standardized so that their sum is equal to one. The criteria weights
determination methods could be classified into two main groups, namely objective approaches and
subjective approaches. In the objective approaches, criteria weights are derived from information
contained in each criterion through mathematical models (without decision makers intervention). In
subjective approaches, criteria weights are derived form decision makers subjective judgment (Aldian
and Taylor, 2005).

The problems with MCDM methods are generally a selection problem whereby one attempts to select
the best or optimal alternative from a pre-specified but finite set of alternative. Selecting a particular
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method depends on the characteristics of a problem, and is also partly based on the decision maker's
preference. According to Kolios et al (2016) the weighted sum model/method (WSM) is probably the
most commonly used approach, especially in single dimensional problems. This method is suitable
for our analysis. Using the WSM to solve a problem entails selecting scalar weights w; and optimizing
the following composite objective function (Aldian and Taylor, 2005):

Si = Y= cijw; (1)
or
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where S; is appraisal score for alternative i, cij is the score of alternative i with respect to criteria j and
w; is the weight of criteria j. It implies that the higher the value of S; the higher is the rank.

Using this method, we work with the weights of the individual criteria, which are either given or
estimated appropriately. In our case, the weights of the individual criteria were set by experts. We
have set weights v = (vy, V..., V7) for 7 maximization criteria. Minimization criteria we transferred
to the maximization criteria. The weighted sum method then maximizes the weighted sum (Formula
number 1 or 2).

We have gained an opinion on weighting from 3 experts (director of the vocational secondary school
- Expert 1, the expert in education - Expert 2 and the representative of the Pardubice regional self-
government in education department - Expert 3). To determine the weights of the criteria we used the
rank-based method which is applied primarily in cases where more than one decision maker evaluates
these weights (Sureeyatanapas, 2016).

Every expert has ranked the criteria from the most important to the least important. The most
important criterion was assigned 7 points (7 is the number of criteria) and each less important criterion
7-1 points. The least important criterion got only 1 point. The weight of each criterion is determined
by the sum of the points it has received from each of the experts, and by dividing those points by the
total number of points that the experts have divided among all the criteria. The criterion weighting
relationship looks like this (Subrt, 2011):

b

- ®)

== -
Yj1bj

Wi

where w is the weight of the criterion, n represents the number of criteria, b expresses the number of
the criterion evaluatedand j=1, 2,..., n.

Table 2 presents the criteria used, their ranking determined by the expert opinions, and the calculated
weights by the rank-based method.

Table 2 — The ranking of the criteria set by experts and the calculated weights by the rank-
based method

Criterion Expert1l | Expert2 | Expert3 | Weights
Expenditure on teacher salaries per pupil (2017) 4 5 6 0.107

Pupils' interest in the school (development of the number 5 3 3 0.155
of incoming pupils) (2013-2017) )

Pupils' interest in the field (development of the number 6 4 4 0.119
of applications for the fields of study) (2013-2017) )

The average success rate in the final exams (2013-2017) 7 1 1 0.179

Conformity of the completed education (field) and the 2 2 5 0.179

area of employment of graduates (2016)
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Development of job vacancies by branches (2014-2018) 1 7 2 0.167

The probability of automating fields in the future (by
2025) 3 6 7 0.095

Source: own calculation based on expert opinions

Experts' opinions on the importance of criteria weights vary. They attribute the highest weight on
average to the average success rate in the final exams and to conformity of the completed education
(field) and the area of employment of graduates. The greatest difference in importance is attributed to
the average success rate in the final exams where the Expert 2 and Expert 3 evaluate this criterion as
the most important and, on the other hand, this criterion is the least important for Expert 1. Criterion
of the probability of automating fields in the future has on average received the lowest weight,
according to experts, because of the uncertainty of prediction.

3 Results and Discussion

After obtaining and calculating the weights for each criterion, we calculated the weighted sum value
individually for all vocational secondary schools in our sample and then we determined their order.
The results of our analysis are shown in Table 3 and Table 4.

Table 3 — The final ranking of vocational secondary schools with graduation exam fields by
WSM

Ranking | Vocational secondary school (fields with graduation exams) \\l,\ﬁ,\g
1 Secondary medical school, Svitavy 0.669
2 Secondary medical school, Pardubice 0.630
3 Higher vocational school and Secondary medical and social school, Usti nad Orlici 0.629
4 Higher vocational school and Secondary technical school, Ceska Trebova 0.620
5 Secondary school of electrical engineering and Higher vocational school, Pardubice 0.592
6 Secondary medical and social school, Chrudim 0.552
7 Higher vocational school and Secondary school of civil engineering, Vysoké Myto 0.551
8 Business academy, Chrudim 0.550
9 Secondary automotive school, Holice 0.543
10 Secondary automotive school, Usti nad Orlici 0.542
11 Industrial secondary school, Letohrad 0.528
12 Business academy and language school with the right of state language exam, Pardubice | 0.510
13 Higher vocational school of education and teacher’s training school, Litomysl 0.510
14 Secondary industrial school, Chrudim 0.498
15 High school of chemistry, Pardubice 0.471
16 Business academy and Secondary school of tourism, Chocen 0.471
17 Secondary school of agriculture and veterinary, Lan$kroun 0.466
18 Integrated secondary technical school, Vysoké Myto 0.429
19 Secondary school of civil engineering, Pardubice 0.427
20 Secondary vocational school of trade and services, Chrudim 0.409
21 Secondary vocational school, Svitavy 0.393
22 Secondary industrial school of food, Pardubice 0.393
23 High school of horticulture and technical, Litomys] 0.392
24 Integrated secondary technical school, Moravska Tiebova 0.373
25 Secondary technical school of mechanical engineering, Tfemo$nice 0.366
26 Secondary School of business, crafts and services, Zamberk 0.359
27 Secondary school of applied arts, Usti nad Orlici 0.356
28 Secondary technical school, Kraliky 0.274
29 Secondary apprentice college for the gas industry and plumbing, Pardubice 0.261
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30 Secondary technical school and Secondary vocational school, Lanskroun 0.234
31 Secondary school of agriculture and Higher vocational school, Chrudim 0.230
32 Secondary technical school and Secondary vocational school, Policka 0.220
33 Secondary agricultural school, Chvaletice 0.212

Source: own calculation according to Aldian and Taylor (2005) described weighted sum method

In the case of vocational secondary schools with graduation exams, medical schools are most effective
according to the analysis. There was a growing interest in the study of this field by pupils during the
monitored period. Conformity of the completed education (medical field) and the area of employment
of graduates is high, and there has been a relatively large number of vacancies, especially for nurses.
Currently, there are no satisfied nurses in the Czech Republic especially due to wage conditions.
Medical fields are threatened by the low level of automation in the future. According to Frey and
Osborne (2017), it is a profession that, within the framework of social, organizational, physical,
creative or intellectual requirements, it will not be possible to simply digitize or automate.

Technical schools, which are high number in the Pardubice Region, are characterized by high
variability in terms of efficiency. A common feature for these schools is the long-lasting high demand
of employers for technical, especially engineering, electrical engineering, chemical graduates, or
graduates in transport and construction industry.

According to the analysis, agricultural schools ranked low. Interest in the study of this field by pupils
is declining during the monitored period and pupils achieve low results at school-leaving
examinations. Graduates often do not work in the field of study, mainly due to low demand for
agricultural workers from employers in Pardubice Region. This low demand also results in low
number of vacancies in agriculture.

Table 4 — The final ranking of vocational secondary schools with apprenticeships fields by WSM

Ranking | Vocational secondary school (apprenticeships fields) \\//\ggg
1 Integrated secondary technical school, Vysoké Myto 0.670
2 Secondary industrial school, Chrudim 0.638
3 Secondary vocational school, Svitavy 0.616
4 Secondary technical school of mechanical engineering, TfemoS$nice 0.600
5 Industrial secondary school, Letohrad 0.596
6 Secondary school of agriculture and Higher vocational school, Chrudim 0.521
7 Secondary technical school, Kraliky 0.503
8 Secondary school of civil engineering, Pardubice 0.501
9 Secondary technical school and Secondary vocational school, Lanskroun 0.500
10 Secondary school of horse breeding and horse riding, Kladruby nad Labem 0.481
11 Secondary automotive school, Usti nad Orlici 0.478
12 Secondary medical school, Pardubice 0.472
13 Higher vocational school and Secondary technical school, Ceska Trebova 0.455
14 Secondary automotive school, Holice 0.452
15 Secondary agricultural school, Chvaletice 0.450
16 Secondary school of electrical engineering and Higher vocational school, Pardubice 0.437
17 Secondary School of business, crafts and services, Zamberk 0.420
18 Higher vocational school and Secondary school of civil engineering, Vysoké Myto 0.412
19 Integrated secondary technical school, Moravska Trebova 0.399
20 Secondary industrial school of food, Pardubice 0.387
21 Secondary apprentice college for the gas industry and plumbing, Pardubice 0.384
22 Secondary vocational school of trade and services, Chrudim 0.372
23 Business academy and Secondary school of tourism, Choceil 0.356
24 Secondary technical school and Secondary vocational school, Policka 0.346
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25 High school of horticulture and technical, Litomys] 0.335

26 High school of chemistry, Pardubice 0.328

27 Secondary school of applied arts, Usti nad Orlici 0.301
Source: own calculation according to Aldian and Taylor (2005) described weighted sum method

In terms of apprenticeships, the vast majority of schools offer technical fields. This is related to the
nature of the economy in the Pardubice Region, which is industrial.

Compared to schools with graduation exams, apprenticeships of agriculture fields achieve a higher
degree of efficiency. There is an increase in the number of incoming pupils in these schools and pupils
achieve good results in final examinations. However, agricultural industries face a high degree of
automation in the future and the demand for agricultural graduates from employers is low (similarly
to graduates with graduation exams).

Gastronomic and food fields (Secondary School of business, crafts and services, Zamberk; Secondary
industrial school of food, Pardubice; Secondary vocational school of trade and services, Chrudim; or
Secondary technical school and Secondary vocational school, Policka) - fields with graduation exams
as well as apprenticeships fields - are characterized by low efficiency. The labour market is already
saturated of these workers, it means that there are few vacancies and low conformity of the completed
education (field) and the area of employment of graduates. According to Katriak (2004), pupils of
gastronomic and food fields have a low motivation to complete their studies (they do not enjoy their
studies) and after school they often work in a different field. These fields have also higher risk of
automation in the future.

In recent years, the number of upper secondary school pupils has been decreasing due to demographic
trends and some fields show a significant decrease in the interest of pupils in the Pardubice Region.
These issues have resulted in unused school capacities. The central government and regional authority
strive to increase the efficiency of vocational secondary schools by optimization of their network
(especially in the form of school mergers). The largest wave of merging came in 2011, when
utilization of capacities of vocational secondary schools was less than 60 % in the Pardubice Region.
This wave of merging covered almost all regions in the Czech Republic that face the same issues.
(MSMT CR, 2013).

Despite the merger, the efficiency of vocational secondary schools is still low. Currently (in 2017)
the average capacity utilization of all vocational secondary schools in the Pardubice Region is 64.88
%. Demographic development shows that in the next ten years we can expect a modest increase in
the number of upper secondary school pupils and therefore an improvement in capacity utilization.
However, at the beginning of the 2030s this age group should fall again (CSU, 2014).

4 Conclusion

In this paper we evaluated the vocational secondary schools established by the Pardubice Region with
respect to criteria describing efficiency - expenditure on teacher salaries per pupil, pupils' interest in
the school (development of the number of incoming pupils), pupils' interest in the field (development
of the number of applications for the fields of study), the average success rate in the final exams,
conformity of the completed education (field) and the area of employment of graduates, development
of job vacancies by branches, and the probability of automating fields in the future. We used one of
the multi-criteria decision making methods (MCDM), specifically the Weighted Sum Method
(WSM). Based on the results of this method we have ranked vocational secondary schools from the
most successful = most effective to the least effective. Our analysis suggests that supported fields
should be medical, technical and vice versa, fields that currently show low efficiency are agricultural
or gastronomic fields. Efficiency of schools providing technical fields, that are large number in the
Pardubice Region, is diverse. Efficiency varies from school to school, therefore schools need to be
assessed individually.
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Our results might be useful as the starting point of more effective allocation of resources and subsidies
and it can also be an inspiration for designing an optimal network of vocational secondary schools in
the Pardubice Region. The basic principle of setting this network is to maintain desirable spectrum of
upper secondary school fields, which will respond to the demand of candidates for upper secondary
education and the demand for skilled workers in the labour market. This principle also corresponds
to the principle of the Regional Authority of the Pardubice Region stated in the latest annual report.
The Czech Education Act states that in providing education and school services, especially in setting
up and abolishing schools, the municipality and the region particularly take care of the coherence of
the development of education and school services with the interests of the citizens, with the needs of
the labour market, with demographic development, and with the development of its territory.

However, merging upper secondary schools is often very difficult to implement. This is politically
unpopular (see Berka, 2015) and it is also important to take geographic considerations into account.
Merging schools is much more difficult in rural areas than in bigger towns or metropolitan areas. The
merging/extinction of schools in rural areas would also worsen the provision of public education
services, where there is often only one upper secondary school. It is also important to maintain schools
that are unique in nature within the country.

In our paper we focused especially on pupils' interest in the school and in the field (when higher
number of incoming pupils will ensure higher efficiency as the capacity of schools will be better
utilized) and the needs of the labour market. Further research in the area of optimization of vocational
secondary school network in the Pardubice Region should also include detailed analysis of
demographic development (population development of age group 15-19), the territory in the
Pardubice Region, as well as analysis of the possibilities for cooperation between vocational
secondary schools and companies, and sectoral structure of companies and structure of secondary
vocational education branches.

Cooperation between companies and vocational secondary schools appears to be an important factor
in increasing efficiency and vocational education development. The involvement of the social partners
is also important in this cooperation. Social partners are professional organizations, chambers of
commerce, employers' representatives, etc. These partners and regional authorities as founders of
upper secondary schools should support fields that are perspective and also modify the curriculum
according to the needs of the labour market.
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Comparison of Waste Management Programmes in Selected Self-governing
Regions

Martina Chrenova

Abstract

This paper will deal with waste management in Slovakia. In the first part of the paper we define the
basic terms, which are waste, waste management or disposal with waste. We will focus our attention
on the current legislative documents concerning the mentioned issue. In the European Economic
Community, which was the predecessor of the European Union, there has been no legislation for
many years to deal with the prevention or use of waste without causing adverse environment impacts.
The European Commission only started to address environmental issues when public interest in this
issue began to grow. We can now say that the issues of waste management are addressed by the
legislation of each European state. In some Slovak regions, the level of municipal waste landfilling
exceeds 80%. The aim of this study was to compare data from programs of waste management of two
selected self-governing regions in Slovakia. We choose two specific self-governing regions, which we
will analyze and compare. We do the document analysis and comparison of two documents —
programs of Nitra and Trnava self-governing regions. In the second part of this paper we compare
the programs of waste management of two selected self-governing regions in Slovakia and in the end
we evaluate the extent to which the programs are different and what specifically makes them different.
We conducted our research by case study, specifically content analysis two programs of waste
management.

Keywords: Waste economy, environment, environmental policy, European union, self-governing
region

JEL Classification: P48, R11, R12, R58, Z18

1 Introduction

Within the European Union, the boundaries of industrial production have grown steadily. Global
growth has brought both positive and negative phenomena. Among those negative phenomena
undoubtedly include the increasing dependence of industry on natural resources and the waste that
industry and consumers produce. Consuming natural resources and producing large amounts of waste
is a problem for the European Union because it has a negative impact on the environment. Around
2.5 billion tonnes of waste is generated each year and an average European Union citizen generates
up to 500kg of waste per year. In 2005, the European Commission drew up a document entitled "A
Thematic Strategy on Waste Prevention and Recycling”, defining the main challenges and proposals
for waste management solutions. The biggest problems can be the increase in waste, the non-use of
waste recycling potential, the preference for landfilling, the lack of legislation in some waste areas,
the low applicability of existing legislation and the different approaches of member states to address
waste related problems. It was necessary to adopt a comprehensive solution and strategic objectives
in the waste management system, which were reflected in the European Parliament and Council
Framework Directive 2008/98 / EC of 19 November 2008 on waste and the repeal of certain
Directives. In addition to defining new terms, this European Union directive on waste also brings
about a change in the hierarchy of different types of waste. This hierarchy is a five-level hierarchy.
The prevention of waste should be a priority for each member state and when waste is generated, it
needs to be efficiently and environmentally safe and re-used. If this is not possible, it will proceed to
the last option, which is waste disposal. The adoption of the Framework Directive has created a legal
basis in the European Community for a completely new perception of waste streams and the
promotion of recycling. Directive 2008/98 / EC of the European Parliament and of the Council on
waste provided for the first time an obligation to develop waste prevention programs. Since 1993,
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Waste Management Programs have been drawn up in accordance with the state environmental policy
in the Slovak Republic. The program is a document that is drawn up for a designated territorial area
in accordance with the hierarchy and objectives of waste management. Currently, the fifth program
setting out the basic requirements, objectives and measures for waste management is already in force.

In the analytical part of this paper we compare programs of waste management of two selected self-
governing regions in Slovakia, namely the Nitra and Trnava self-governing regions. By analyzing
these two documents, we will try to find out to what extent the waste management programs of the
two self-governing regions, which extend to the west of the Slovak Republic, coincide or differ.

2 Waste management in Slovakia

"Waste management is an activity aimed at preventing and reducing waste generation and reducing
their environmental hazards and disposal with waste in accordance with Act no. 223/2001 Coll. on
Waste as amended"(Ministry of Environment of the Slovak Republic, 2018). Waste is a movable
thing that the holder discards in accordance with the Waste Act. Disposal with waste is the collection,
transport, recovery and disposal of waste generated. Waste management aims at preventing or
reducing the amount of waste and its environmental hazards, disposal with waste and efficiency by
waste prevention, preparation for re-use, recycling, energy recovery or disposal, and the practical
application of the waste management hierarchy (Act No 79/2015 On waste). It is a modern technology
sector dealing with waste. Waste management affects all components of the national economy. Maybe
we don't even realize it, but every day we come in contact with a lot of waste, which poses a significant
danger to the environment of every country because it contains harmful substances. The process of
integration and economic growth of the European Union has contributed to the expansion of industrial
production, which has had both positive and negative consequences. Among the positive
consequences we can include increasing the overall living standard of the member states. However,
industry's dependence on natural resources and waste generated by industrial production and its
consumers' production has increased.

2.1 Disposal with waste according to the European Union

Proper disposal with waste is becoming an increasingly important issue as ensuring basic living needs.
The use of waste as a source of secondary raw material currently represents a significant economic
benefit for each country. In 2005, the European Commission (2015) drew up a document entitled
"Thematic Strategy on Waste Prevention and Recycling”, which outlines the challenges and proposals
for waste management solutions in the European Union. The biggest problem was the increase in
waste, the non-use of recycling, the landfill of waste, the lack of waste management legislation, the
weak applicability of legislation and the different approaches of individual member states to tackle
waste management. The first step was the adoption of legislation - Directive 2008/98 / EC of the
European Parliament and of the Council on waste and repealing certain Directives. The basis of this
regulation is the prevention of waste and, in the case of its occurrence, safe re-use. Figure 1 shows
the waste management hierarchy referred to in Article 4 of this Directive. This waste management
hierarchy shows the order of priorities for waste prevention and disposal with waste.
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Figure 1 - Waste management hierarchy
Source: PPVO SR, 2018

In applying the hierarchy, member states implement, under Directive 2008/98 / EC on waste, such
measures that provide the best overall environmental performance. Member states shall ensure that
the development of waste legislation is transparent, in accordance with national rules on consultation
and involvement of citizens and other parties. In doing so, member states must take into account the
principles of environmental protection, technical feasibility and economic viability, resource
conservation, overall environmental and human health impacts and economic and social impacts.

Reliable waste management data provides an all-inclusive resources for a comprehensive, critical and
informative evaluation of waste management options in all waste management programmes (Chang
— Davila, 2008). These required fundamental statistics are lacking in many developing countries
(Buenrostro et. al., 2001) and where they are available, they are inconsistent because they come from
many sources which cannot be validated and are sometimes based on assumption but not scientific
measurements (Couth — Trois, 2011). Miezah et al (2015) the net effect of these misleading data are
often a source of confusion and doubt in the minds of investors who may want to do business or
services in the waste management sector. Data on municipal solid waste generation and composition
are available in only few selected cities.

2.2 Legislative documents in waste management

Kollar (2014) states that the first Waste Management Act in Slovakia was approved in 1991. After
ten years it was replaced by the Waste Act no. 221/2001. In 2015, changes were again made to waste
management legislation. The former Waste Act of 2001 replaced the Waste Act no. 59/2015. The
waste management in Slovakia is highly regulated and administratively demanding. Slovak legislation
currently offers two laws and eight waste management decrees. The first law is already mentioned
Waste Act no. 59/2015 and the second is the Act on Fees for Waste Disposal at Waste Landfill no.
17/2004. Waste management decrees include the following: Waste Catalog no. 365/2015, Evidence
Decree no. 366/2015, Decree on Fuels 367/2015, Communication on Uniform Methods of Analytical
Inspection of Waste 368/2015, Rates for Calculation of Contributions to Recycling Fund 370/2015,
Decree no. 371/2015 implementing certain provisions of the Waste Act, Decree on Landfilling of
Waste No. 372/2015 and Decree on Extended Producer Liability.

Staronova et al. (2010) state that the obligation imposed on member states by EU primary law is to
implement European Union law in their national legal systems. The EC Treaty defines three types of
binding legislative instruments, namely regulations, directives, decisions and two types of non-
binding, which are recommendations and guidelines. Regulations and decisions are legally binding
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and directly enforceable. The purpose of the directives is to translate their content into national law,
leaving the method and methods to the individual states. The Act on Waste Management (2015)
transposes into Slovak law the legal acts of the European Communities. These are the following
directives: Council Directive no. 1975/442/EEC on waste, Council Directive no. 1991/689/EEC on
hazardous waste, Council Directive no. 1975/439/EEC on the disposal of waste oils, Directive no.
2000/53/EC of the European Parliament and of the Council Directive on end of life vehicles, Council
Directive no. 1999/31/EC on the landfill of waste, Directive of the European Parliament and of the
Council Directive no. 1978/176/EEC on waste from the titanium dioxide industry, Council Directive
no. 1996/59/EC on the disposal of polychlorinated biphenyls and polychlorinated terphenyls,
Directive 2002/96/EC of the European Parliament and of the Council on waste electrical and
electronic equipment (WEEE), as amended by Directive 2003/108/EC of the European Parliament
and of the Council 2002/95/EC on the restriction of the use of certain hazardous substances in
electrical and electronic equipment, Council Directive 91/692/EEC standardizing and rationalizing
reports on the implementation of certain Directives relating to the environment, Directive 2006/66/EC
of the European Parliament and of the Council batteries and accumulators and used batteries and
accumulators. Through directives, the European Union sets the Member States the objectives to be
achieved. However, it is up to national governments to propose legislation to achieve these goals. The
European Union also seeks to improve waste management in individual member states through
recommendations for the use of economic instruments. The recommendations are not legally binding
on member states but are generally respected. The European Union recommends member states to
introduce, for example, landfill taxes, waste fees for citizens or directly to manufacturers to recycle
and recycle goods at the end of their life cycle (European Commission, 2015).

The Waste Management Program of the Slovak Republic is a strategic document for the years 2016
to 2020 in the area of waste management. Its content corresponds to the requirements of sustainable
growth and requirements set out in the legislation of the Slovak Republic and the European Union, in
particular the Waste Act and the Waste Directive. This program is the fifth waste management
program developed. It is based on the evaluation of the previous program for 2011 - 2015 and on the
analysis of the current state and needs of the Slovak Republic in the area of waste management. The
program focuses on all wastes under the Waste Act. It was drafted during the approval of the
Partnership Agreement on the use of European funds. The partnership agreement includes a strategy
and priorities for efficient and effective investment. The program accepts the approved Operational
Program Environment Quality for the 2014-2020 programming period, which will focus on
channeling investment into waste management infrastructure. The program structure meets the
requirements of the Waste Directive and does not include waste prevention measures, as these were
adopted in a separate document entitled "Waste Prevention Program SR 2014-2018", which was
approved by the Government of the Slovak Republic as early as December 2013. Of the European
Commission on the closed economy and the prospective plans of the waste management strategy for
2025 and 2030 in the framework of the forthcoming so called "Waste Package", which aims to change
the way waste is handled for its recycling and the sustainable use of recyclable waste in order to
ensure the rational use of natural resources. The European Union has set two goals by 2020 to increase
the reuse and recycling of household waste by at least 50% by weight and to increase reuse, recycling
and construction waste by at least 70% by weight (Ministry of Environment, 2015). It is stated in this
program that in three Slovak regions, namely Trnava, Nitra and Zilina, the level of municipal waste
landfilling exceeds 80%. In the analytical part of this paper we will compare the waste management
programs of the Nitra and Trnava regions. Given the scope of the paper, we will not compare all three
regions, but only two.

3 Waste management of selected self-governing regions

In accordance with the state environmental policy, the Waste Management Program of the Slovak
Republic has been drafted since 1993 in the Slovak Republic. This program is prepared by the
Ministry of the Environment on the basis of documents from the district authorities and local
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government. It is approved by the government and, after its approval, the Ministry of the Environment
publishes it in the Journal. The program is developed for a period of four years. Its purpose is to define
the tasks of strategic and conceptual development of waste management from the state level. It has
been developed in accordance with the requirements of sustainable growth. The program is based on
an evaluation of the previous program and includes an analysis of the current state of waste
management in the area and the measures to be taken to improve the appropriate preparation for reuse,
recycling, recovery, waste disposal and evaluation of how the program will support these objectives.
The binding part of the program is a binding document for the decision-making activity of state
administration bodies in waste management. District offices in the county seat are required to develop
regional waste management programs based on the objectives and measures set out in this document.
The waste management program of the self-governing region is a strategic and program document
drawn up by each self-governing region, while maintaining compliance with the hierarchy and
objectives of waste management. Its content corresponds to the requirements laid down in the
legislation of the Slovak Republic and the European Union, especially in the Act on Waste and the
new European Union Waste Framework Directive. According to the Waste Act, the municipality, in
which the municipal waste production exceeds 350 tonnes in one calendar year, or in which the
population exceeds 1,000 is obliged to draw up a municipal waste management program. This
program must comply with the Waste Management Program of the self-governing region in which
the municipality is located. The municipality must submit a draft waste management program to the
relevant district office at the headquarters of the region within four months of the issue of the Regional
Waste Management Program for its assessment. The period of validity of the program of the
municipality is identical with the period of validity of the program of the region. The municipality
may draw up a program in cooperation with another municipality or municipalities (Enviro Portal,
2019).

The main objective of the program is to shift from material appreciation to waste prevention in line
with the waste management hierarchy. This trend is in line with the European Union Action Plan for
Circular Economy. Top Goal Indicators:

= Adoption of a new law on waste disposal charges, which will increase the landfill charge.

= Number of information and education campaigns aimed at waste prevention.

= Number of entities registered in the environmental management system.

= Number and value of public budget contracts with environmental considerations for selected
product priority groups.

= Number of contracts concluded under the National Eco-labeling Scheme and the European Union
Eco-Labeling Scheme.

= Number of notifications of the Ministry of Environment of the Slovak Republic under the
National Environmental Labeling Scheme (Ministry of Environment of the Slovak Republic,
2018).

3.1 Comparison of waste management programs of Nitra and Trnava self-governing regions

We will use a qualitative method in our research, which is based on an objective systematic
description of the content of documents - it is a content analysis. The case study is a method that can
be applied in various disciplines. It can me understood as a kind of analysis or research strategy. There
are many possibilities of applying this method in the field of not only theoretical research but also in
practical work aimed at improving the quality of the results achieved. The case study is an analysis
method that focuses on a particular object that it analyzes as a whole of all its uniqueness and
complexity. The aim of the case study is to capture the complexity of the case or to describe the
relationships within any objects. In conclusion, the investigated case is incorporated into a broader
context, then the validity of the results is estimated or compared with other cases. The case study can
have both qualitative and quantitative character. We chose the qualitative method. Qualitative
research helps to understand the observed object or phenomenon. Qualitative methods are suitable for
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the case study, for example document analysis, observation, interviewing and others. We chose the
document analysis and comparison of two documents — programs of Nitra and Trnava self-governing
regions.

The waste management program of the self-governing region for 2016 to 2020 is a strategic document
that is divided into five main chapters. The first chapter contains basic data on the self-governing
region, the second chapter describes the current state of waste management. The next, third chapter
is devoted to the evaluation of the previous program, the fourth part is the binding part of the program
and the last fifth is the guide part of the program. The main purpose of the measures in waste
prevention programs is to achieve a break in the link between economic growth and the environmental
impacts of waste generation.

Basic data on self-governing regions

The first part of the program states that the program of waste management of the self-governing region
(2016) was issued by the district office of the respective city (in our case the district office of Nitra
and the district office of Trnava), namely the department of environmental care - department of nature
protection and selected environmental components of the region . The area of Nitra Region is larger
than Trnava. The self-governing region of Nitra has an area of 6,344km? and Trnava 4,148km?. These
two counties are adjacent to each other. The environmental quality of the Nitra region is assessed as
average in the program because it is determined by the prevalence of agricultural use without large
polluters, in addition to the Duslo a.s. Salaam. The environmental quality of the Trnava Region is
assessed as diverse. The highest quality is the area of the Little Carpathians, because this area has no
disturbed environment. Most of the region’'s territory is occupied by regions with a slightly disturbed
environment - Zahorsky, Bolerazsky, Hlohovecky and Podunajsky. However, a significant part of the
region is also occupied by regions with a severely disrupted environment. It is a region of Lower-
Povazie region (there is also the regional city of Trnava) and the Galant region. Agricultural land in
the Trnava Region is one of the best and most fertile soils with high production potential.

Characteristics of the current state of waste management

The waste management program of the self-governing region (2016) in the second part of the program
states that the characteristic of the current state of waste management is based on Act No. 223/2001
Coll. on Waste and its Implementing Regulations and from the New Waste Act no. 79/2015 Coll.,
Which has been in force since 1 January 2016. Since 1995, the analysis of the generation and
management of waste has been based on a nationwide regional waste information system. This
system, called RISO, records all reports of waste producers who annually announce established data
from the register to the relevant district office on the basis of the “Waste Reporting and Handling”
form. The Statistical Office of the SR provides statistics on municipal waste, where the database is
provided by municipalities. The statistical processing of waste production is carried out according to
the Decree of the Ministry of Environment of the Slovak Republic no. Establishing the Catalog of
Waste and in accordance with the European Waste Catalog. Municipal wastes are wastes originating
from households that originate in the municipality in the activity of natural persons. Wastes from real
estate serving natural persons for their individual recreation, eg. from gardens, cottages, or parking.
Municipal wastes are also all wastes generated in the municipality during the cleaning of public roads
and areas, which are the property of the municipality or in the administration of the municipality and
also in the maintenance of public greenery, including parks and cemeteries and other greenery on the
land. Separate collection is the collection of separate components of municipal waste, whose main
importance is to increase the environmental awareness of citizens who must understand the urgency
of waste management issues. By separating the municipal waste collection, it is possible to replace
the primary raw materials and thus save the environment. By adopting Act no. 79/2015 Coll. on waste,
which has been in force since 1 January 2016, the concept of separate collection has been replaced by
the concept of separate waste collection, which will be used below. In the Slovak Republic, from 1
January 2010, the obligation for municipalities to introduce compulsory sorted collection for the
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following components of municipal waste: paper, plastics, glass and metals. As of 1 January 2013,
this obligation was extended to biodegradable municipal wastes other than those caused by the kitchen
operator. The Waste Act requires the collection of several components of municipal waste separately.
This is a collection:

= household electrical waste,

= used batteries and accumulators,

= waste oils,

*  bulky waste,

= separately sorted polluted household waste
= hbiodegradable green waste.

Separate collection of municipal waste is considered inadequate in waste management programs
because many municipalities do not comply with this obligation in the legal obligation. Based on the
requirements of the Waste Framework Directive, with a view to achieving a municipal waste recycling
level of 50% by 2020, an efficient separate collection system for the following types of municipal
waste needs to be created: paper, cardboard, glass, plastics, metals, biodegradable garden waste and
kitchens, edible oils and fats, wood, electrical waste, batteries, accumulators and textiles. Individual
types of waste are classified into 5 streams:

classical components of graded collection (paper, plastics, glass, metals),
biodegradable municipal waste (kitchen and garden waste, edible oils, fats and wood),
electro waste,

used batteries and accumulators,

clothing and textiles.

agrwdE

Since the area of Nitra self-governing region is larger than Trnava, the amount of municipal waste for
2014 in the Nitra self-governing region is higher than in Trnava. The most important producers of
municipal waste in Slovakia are the Bratislava Region and the Trnava Region, which exceed 400 kg
per capita. The highest production of municipal waste per inhabitant in the Trnava self-governing
region is specifically in the Trnava District. The third strongest region in Slovakia is Nitra region,
which reaches almost 400 kg per capita. In this case, we can evaluate that the inhabitants of the Nitra
region produce less waste than the inhabitants of the Trnava self-governing region. In the Trnava
district, up to 25% of all-municipal municipal waste is generated every year, in the Skalica district it
is only 7.4%. Most municipal waste in the Nitra self-governing region is being established in the Nitra
and Nové Zamky districts. For better clarity, we have compiled a short table 1, in which we can see
the amount of municipal waste in tons and the amount of municipal waste in kg per capita in 2014 in
selected two self-governing regions.

Table 1 - Comparison of municipal waste in selected self-governing regions

Self-governing | Region areain | Amount of municipal waste in Amount of municipal waste in kg
region km? tons for year 2014 per residents for year 2014

Nitra 6 344 272 949,31 399

Trnava 4148 243 865,49 436,51

Source: own processing using data from the Statistical Office of the SR, 2015

Evaluation of the previous waste management program

Part of the Waste Management Program of the self-governing region is also the evaluation of the
situation for the previous period, since it is based on the setting of targets for the following period.
The fulfillment of the objectives of the Waste Management Program of the self-governing region for
the years 2011 - 2015 is evaluated after 2014, when the latest data on the generation and management
of waste from RISO were available at the time of the preparation of the new program, as well as data
on the generation and management of municipal waste processed by the statistical authorities. In total,

166



19 targets were set in the Nitra Region. 27 measures have been taken to achieve the waste management
objectives. There were 21 goals set in the Trnava self-governing region, so two more than in Nitra
region. 27 measures have been taken to achieve the waste management objectives. Table 2 shows
how many targets have been met by individual regions in full, in part, or how many have not been
met. We can see that Trnava region was able to meet more goals than Nitra region.

Table 2 - Comparison of the number of objectives of the waste management programs

Nitra self-governing Trnava self-governing

Objectives of the waste management program : .
region region

Objectives for municipal waste and biodegradable . I 4 — 1 missed, 3 objectives
L 3 - missed objectives .
municipal waste achieved
Biological Waste Objectives 3 — partially achieved 3 - partially achieved
Obijectives for electro waste 2 — partially achieved 2 - partially achieved
Objectives for packaging waste 1 — objective achieved 1 — objective achieved
Objectives for worn batteries and accumulators 3 — partially achieved 3-2 pa_rtlal_ly achl_eved
and 1 objective achieved
Objectives for old vehicles 2 - partially achieved 2 - partially achieved
Objectives for worn tires 2 — partially achieved 2 —achleved_ and partially
achieved
\?v:é(::tlves for construction waste and demolition 1— partially achieved 1 objective achieved
Objectives for PCB-containing wastes and PCB- - . . .
contaminated equipment 1 - partially achieved 2 - partially achieved
Objectives for waste oils 1 - partially achieved 1 - partially achieved
TOGETHER 19 21

Source: own processing using data from waste management programs of self-governing regions

Binding part of the waste management program

The binding part of the program of the region for the years 2016 - 2020 contains the target direction
of waste management, a special chapter on the management of packaging and packaging waste, the
anticipated creation of individual waste streams, the expected share of recovery and disposal of
individual waste streams in the base year of the program and the share of their recovery and disposal
in the target year of the program. The main goal of waste management until 2020, which is common
to all self-governing regions in Slovakia, is to minimize the negative effects of waste generation and
management on human health and the environment. More fundamental enforcement and compliance
with the waste management hierarchy will be necessary in order to increase waste recycling, in
particular for municipal waste and construction waste and demolition waste, in accordance with the
requirements of the Waste Framework Directive. In waste management, the principles of proximity,
self-sufficiency and, in the case of selected waste streams, extended producer responsibility, in
addition to the general principle of "polluter pays"”, must be applied. It is necessary to apply the
requirement of best available techniques or best environmental practices when building waste
management infrastructure. The strategic goal of waste management in Slovakia is to divert waste
from its disposal by landfilling, especially for municipal waste.

The objectives and targeting of waste streams, which are specified in the binding part of the program,
are the same for both self-governing regions. Setting waste targets is based on the Waste Framework
Directive: by 2020 increase preparation for reuse and recycling of household waste such as paper,
metal, plastics and glass and, where possible, from other sources, as long as these sources contain
similar waste as household waste , at least 50% by weight. However, in order to meet the objective
of 50% recycling of municipal waste, it is essential to substantially increase the level of separate
collection of recyclable municipal waste components, especially paper and board, glass, plastics,
metals and biodegradable municipal waste. Table 3 shows the planned sorting rate. According to the
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Waste Management Program, both regions plan to increase this rate by 10% each year in order to
gradually reach their target.

Table 3 - Targets for separate collection of municipal waste

Years 2016 | 2017 | 2018 | 2019 2020
Sorted collection rate 20% | 30% | 40% 50% 60%
Source: Ministry of Environment of the Slovak Republic, 2015

Another goal is to focus on biodegradable municipal waste. Based on the requirements of Directive
1999/31 / EC on the landfill of waste, the target for 2020 is to reduce the amount of biodegradable
municipal waste landfilled to 35% of the total amount (bi) of biodegradable municipal waste
generated in 1995. compliance with the waste management hierarchy, waste prevention, reduction of
waste and the reduction of hazardous properties of waste must take into account the general principles
of environmental protection (the precautionary principle and the principle of sustainability), technical
feasibility and economic viability, resource conservation, environment and human health. In waste
management, the proximity principle must be taken into account in order to reduce possible negative
impacts of the transport of hazardous waste to remote waste facilities. Another principle that should
be taken into account is the principle of self-sufficiency, particularly in the field of waste disposal.

Measures to achieve the objectives for municipal waste and biodegradable waste:

= implement the principle of extended producer responsibility in a separate municipal waste
collection system,

= support the financing of small-scale composting projects in municipalities,

= support the financing of projects to prevent biodegradable municipal waste from being
composted,

= continue to introduce separate collection of kitchen, restaurant and biodegradable waste from
public and private green areas and gardens,

= support the financing of projects for the modernization of existing composting and biogas plants
with sanitation units allowing the processing of biodegradable kitchen and restaurant waste,

= to support the financing of biogas projects, which will produce biogas predominantly from
kitchen and restaurant biodegradable waste,

= support the production of alternative fuels made from mixed municipal waste in support of the
use of renewable energy sources,

= promote the financing of biogas projects that will produce biogas exclusively or predominantly
from biodegradable waste.

Guidance part of the waste economy program

The planned development of waste management infrastructure is based on the inventory of waste
facilities. Based on the evaluation of the fulfillment of the objectives of the waste management
program for 2011-2015, there was a need to improve the systems of separate collection of municipal
waste. In the context of a network of waste recovery facilities, the capacity of waste recycling facilities
needs to be reviewed for some waste streams. When planning the construction of new hazardous
waste facilities, the principle of self-sufficiency and the proximity principle must also be taken into
account. Waste Management Infrastructure Development Planning for 2016-2020 builds on the
approved Partnership Agreement on the use of European Structural and Investment Funds in 2014-
2020 and on the approved Operational Program Environment for the 2014-2020 programming period.
emphasizes the need to build new waste treatment facilities in the region, increase the capacity of
existing waste treatment facilities in the region, and close existing waste treatment facilities in the
region. In the Nitra region some of the waste streams are processed outside the region, while the
capacity for their treatment in the Slovak Republic is sufficient. These are the following streams of
waste:
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= wastes from ferrous and non-ferrous metals,
= paper and board wastes,

= used batteries and accumulators,

= waste glass,

= waste tires.

In Trnava region, all waste is processed within the region, so we can evaluate that Trnava region has
its own facilities for processing and recycling of all waste streams, but Nitra region does not. There
is sufficient capacity for the recovery of waste from ferrous and non-ferrous metals in the Trnava
region, in the future it will be necessary to modernize them or introduce better available technologies.
Waste glass management is a problem in the Trnava region, as disposal by waste disposal was the
most important way of handling waste from glass. It has a very high share and therefore it is necessary
to support the construction of new recycling facilities for waste glass processing. Sufficient processing
capacities are available in the county for used batteries and accumulators and waste tires. Waste
disposal sites are the dominant waste disposal facility in Trnava and Nitra regions. In the Nitra region,
20 waste landfills were operated, of which 4 were for inert waste, 2 were for hazardous waste and 14
were for non-hazardous waste. Only 15 waste landfills were operated in the Trnava Region, of which
1 for inert waste, 1 for hazardous waste and 13 for non-hazardous waste. As of 31 December 2015,
the Nitra Region has more landfills in operation than the Trnava Region. Interestingly, despite the
fact that the Nitra region is lacking facilities for processing some of the above-mentioned waste
streams, it has more landfills than the Trnava region. The capacity of the landfills in Nitra and Trnava
is sufficient, so it is not necessary to build new landfills. However, the deployment of landfills and
their capacities is not even. The largest landfill capacities of the Nitra Region are concentrated in the
Levice District, where both hazardous waste dumps and also two regional non-hazardous waste
dumps are located. However, on the basis of the Waste Management Program of the Slovak Republic
for 2016 - 2020, the construction of new landfills for hazardous waste and landfills for waste, which
is not dang