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DasSa Adaskova

FACULTY OF INTERNATIONAL RELATIONS
UNIVERSITY OF ECONOMICS IN BRATISLAVA

ARMED CONFLICT IN SYRIA AND ITS IMPLICATIONS FOR
CHEMICAL AND BIOLOGICAL SECURITY

Abstract

Syria is considered as one of the key actors enptioliferation of weapons of mass
destruction (WMD) in the Middle East region. Accimigito analysts, Syria currently disposes
of sophisticated programme for the development prmbuction of chemical weapons,
facilities for the production of biological weapoasd one of the largest missile arsenals in
the region. Regarding the ongoing internal armedflod in Syria that began in 2011
a security threat of potential deployment of its WMrsenals has emerged. The aim of the
paper is to analyze the potential impact of pditiastability in the country on the security of
Syrian WMD arsenals and to analyze the risk gbatential misuse.
Key words: Syria, internal conflict, weapons of mass destongtsecurity.

Introduction

Syria has long exerted to gain weapons of masgsudtisn (WMD) and ballistic
missile delivery systems. The main motivation foe developing of WMD arsenals stems
primarily from regional security concerns and eggfcSyria‘s adversarial relationship with
its neighbour and primary enemy, Israel. Syriaugaently estimated to dispose of one of the
most advanced chemical and missile programme iMilddle East region and allegedly of a
biological programme. These arsenals serve aseardet against Israeli threats and are being
described as a destabilizing factor in the regitthoagh Syria has neither threatened its
neighbours to use its WMD arsenals nor has deplélyech in an armed conflict. However
Syria has been still considered as one of the mgaplioliferators of chemical and biological
weapons in the Middle East region.

The ongoing internal armed conflict in Syria, whibas evolved from the political
crisis in 2011, has renewed concerns over the fpration of chemical and biological
weapons and their impact on the international s$gcufhere are several security threats
regarding the Syrian WMD capacities. They can kemally deployed in the armed conflict
against insurgent rebel groups or against foreigoes by the Syrian army. On the other hand
there is more serious security risk that armed state actors operating within the territory
could take control over the WMD stockpiles. All seeios would have a significant impact
on the security of the Middle East region.

The main aim of the article is to assess the plessicenarios of the potential
deployment of Syrian WMD arsenals during the indé@rmed conflict and to analyse their
potential impacts. In order to achieve this goal dnticle deals primarily with the analysis of
Syrian WMD programmes and motivations for their@epment in order to identify the real
threats emerging from the Syrian WMD capacitiesbseguently the article deals with
possible scenario of potential use of Syrian WMDrtythe ongoing internal armed conflict.



Syrian Weapons of Mass Destruction Programmes
Syria’s Motivations for Weapons of Mass DestructiorDevelopment

The Syria’s motivation for the development and diniy of WMD programmes can be
seen in a complex regional security environmentiéteal security concerns and Syria’s
adversarial relationship with Israel represent t@in motivation for Syrian WMD
programmes development thus the long effort to g&iMID is a consequence of threat
perception. Firs impetus for Syria to pursue WMD programmesravmilitary defeats by
Israel during Arab-Israeli wars in 1948, 1967, 1938d during the Israeli invasion of
Lebanon in 1982 Second impetus came after weakening of the Arétly against Israel that
was followed by the 1979 Egyptian-Israeli peacatyeThird impetus comes from the Israeli
alleged nuclear programme.

According to these motivations, the decision toeli@y WMD, especially chemical
weapons, and their position within the state’s tam{i doctrine is based on the deterrence
concept against Israel that has been a long-tireengrfor Syria and with whom Syria has
territorial dispute over the Golan Heights. The maim of the deterrence concept of Syrian
WMD is to deter and prevent any military actionleyael against Syria that is based on the
threat perception of potential destructive and pslagical effects caused by Syrian WMD,
mainly chemical weapons, against Israeli populatibmaddition to that the strategic position
of Syrian WMD capacities is aimed to pose a coulnati@nce to Israeli alleged sophisticated
nuclear arsenal. However as there is no articulddriné for the deployment of Syrian
WMD it can be assumed that they are intended aseardnt against an overwhelming Israeli
conventional attack as well as a nuclear attacatir

Although Syria officially supports ban on WMD piferation in the Middle East
region, it declines to renounce it WMD capacities ds long as Israel poses threat to Syrian
security.

Weapons of Mass Destruction Programmes

The Syrian military chemical programme has beereldgimng in confidence since the
end of the 1970s with the cooperation and assistah&gypt, China, India and North Korea.
These states donated mainly chemical precursorslamble-use materials to Syria, as it has
always been depending on foreign resourc&ecently, the chemical arsenal has been
developed with the support of Iran and several pe@o states. They served as donors of
sophisticated technology, chemical precursors aodblé-use materials for the civilian
chemical programme@.

Currently it is assumed that Syria disposes of aded programme for the
development and production of chemical weapons.oAting to experts the programme is
even considered as the most sophisticated in thiellsiEast region. The chemical weapons
production and storage infrastructure is conceadratllegedly at facilities in and around
southeast of Aleppo in Al Safira, Damascus, Hanhalakia and Homs. However stockpiles
of chemical weapons may be stored also in othetamyillocations around the countty.

Moreover, it has been estimated that Syrian stéekmf chemical weapons are the
largest in the region. According to experts, Syssesses hundreds of thousands nerve and

! Syria was working toward developing WMD alreadytbg 1980s.
2 Syria is the last Arab state that confronted lIsnaibtarily.
jJOUEJATI, M. (2006): Syrian WMD Programs in Corttgx 65 - 66.
Ibid.
> HASHIM, A. S. (2006): Syrian Weapons of Mass Dastion, p. 74 - 76.
® James Martin Center for Nonproliferation Studi€®1(2): Country Profiles: Syrialonline], Available on
internet: <http://www.nti.org/country-profiles/sgfi>.
"SHARP, J. M. - BLANCHARD, C. M. (2012): Armed Cdicf in Syria: U.S. and International Response, s.2



blister toxic chemical agents as sarin, VX, mustgesd etc., that were transformed into
weapons in the form of artillery shells, mines, tsmwarheads and air-dropped munitibns.

Syria has neither signed nor acceded to the Chémieapons Convention (CWC),
however it ratified the Geneva Protocol of 1925.8Asonsequence, Syria’s development of
chemical weapons is not in violation of any inteior@al law. However, Syria would breach
the international law only in case of the deploymeh chemical weapons in an armed
conflict.

In the context of biological weapons proliferatidhere is limited information about
Syrian biological weapons programme. Syria is emstiith to possess national pharmaceutical
and biotechnological capacities able to developgogioal weapons. According to experts,
Syria currently disposes of Bacillus Anthracis,imium toxin and ricin. However they were
not probably weaponizedAs a result, they can be used in the form of robihogical
weapons. Syria signed the Biological Weapons CanveriBWC) in the past, but refused to
ratify it. However, according to the Geneva Protafd 925 the same rules can be applied for
a potential deployment of any biological weaponaim armed conflict as in the case of
chemical weapons.

Syria has neither had serious interests in devafppuclear weapons, nor large and
advanced civilian nuclear energy programme. Aftex tatification of the Nuclear Non-
Proliferation Treaty (NPT) in 1969, Syria begand®velop civil nuclear programme in the
cooperation with Argentina, China and RusSidater Syria provided the territory for the
placement of a secret reactor for the productioplatonium in the cooperation with Iran and
North Kored. Nevertheless, in 2007 Israel bombed and destralyedAl-Kibar or Dair
Alzour site in an airstrike operation. Subsequerfier three years of investigation, the
International Atomic Energy Agency (IAEA) concludedat the nuclear reactor was in
noncompliance with Syrian obligations under thee§aards Agreement and should have
been declared to the IABA Currently Syria disposes only of a small reseameactor
constructed with the assistance of CHiha.

In addition to WMD arsenals, Syria currently pases one of the largest missile
arsenals in the Middle East region and is engagexttive missile proliferation. The ballistic
missile delivery systems programme has been desélafong with the chemical weapons
programme. However, Syria always depended on forsigppliers for advanced components
and technologies. The current arsenal is limitedatcsurface-to-surface missile force
consisting of Soviet short-range ballistic missigsud-B, Scud-C and Scud“Dfrom the
1970s and 1980s. In 1990s Syria purchased Koreasileds Scud-C and missile technology
from China and Russid.The ballistic missiles are able to carry chemisatheads for the
range of hundreds of kilometres. Syria is not a immmo Missile Technology Control
Regime (MTCR).

8 James Martin Center for Nonproliferation Studi@®1@2): Country Profiles: Syria[online], Available on
Lnternet: <http://www.nti.org/country-profiles/sg/i>.

Ibid.
1 Terem, P. (2008): Jadrové zbrane - ich vyznamia/vpa svetovi politiku, p. 221.
! Iran provided financial resources for the buildisfgthe reactor and North Korea provided the tetbgioal
information. KORT, M. (2010): Global Issues: Weapafi Mass Destruction, p. 83.
12 James Martin Center for Nonproliferation Studi€®1(2): Country Profiles: Syriajonline], Available on
internet: <http://www.nti.org/country-profiles/sgfi>.
13 KORT, M. (2010): Global Issues: Weapons of MasstRetion, p. 83.
4 Scud-D missiles with an advanced guidance systenthe most advanced Syrian missiles with the rarige
700 km. James Martin Center for Nonproliferationds¢s (2012)Country Profiles: Syridonline], Available on
ilr;ternet: <http://www.nti.org/country-profiles/sg/i>.

Ibid.



Internal Armed Conflict and the WMD Threats

Current security situation in Syria is determineg the ongoing internal armed
conflict, which has evolved from the political esisand peaceful uprising in 2011. The
conflict that has escalated into an armed civilflioinis raising concerns about the possible
deployment of Syrian arsenals of chemical weapowkspotential rough biological weapons
during the conflict. In this regard, there are sal/scenarios that pose a security risk.

Firstly, there is a security risk of a potentiakwof Syrian chemical weapons and rough
biological weapons by Syrian army. In the past &ymither used WMD capacities against
external nor against internal enemy. The existeateSyrian chemical and biological
programme was not officially confirmed until JulX22, when the Ministry of Foreign
Affairs Spokesman Jihad Makdissi officially annoeddhat Syria would never use chemical
or biological weapons against the inhabitants dutire internal armed conflict. At the same
time he admitted the deployment of WMD only agafoseign interventiort® The statement
de facto confirms that Syrian WMD serve as a detgragainst any foreign intervention.
However, at the same time the threat of a forergarvention serves as a deterrent of the
deployment of WMD against inhabitants by the arinycase of the deployment of chemical
or biological weapons, Syria would violate the intgional law norms as Syria is the
signatory to the Geneva Protocol of 1925. Accordmghe Geneva Protocol, the signatories
are prohibited from the deployment of chemical bradogical weapons in an armed conflict.
If Syrian army used chemical or biological weapomsyould probably lead to adequate
reaction and action of United Nations Security GmurFrom this perspective it is less
probable, that Syria would deploy chemical or bjtal weapons to resolve the conflict. The
security risk can be assessed as less probable.

Secondly, there is a security risk that non-stators could potentially acquire and
subsequently use the Syrian WMD. There are two rgias of possible non-state actors -
internal and external actors. This scenario is iptss®nly in the case of ongoing unstable
security situation and in case of the failure touse and control WMD arsendiSAccording
to previous analyses it can be assumed that the VaMBnals will be strictly secured by the
Syrian army during the internal armed conflictlas arsenals are the ultimate guarantee of the
Bashar Al-Assad regime security. The potential &aeguent of the Syrian WMD by non-state
actors is possible only in case of the defeat ef rdégime. On the one hand, the Syrian
opposition revolutionary forces pose a securiti nmsthis context. However they have never
demonstrated the ambition to gain Syrian chemiacalbimlogical weapons during the
conflict® It can be assumed that if the opposition revohaiy forces gained the WMD
capacities during the internal armed conflict tiveyuld not probably deploy the weapons
against Syrian army as they would immediately lomgernational support. On the other
hand, it is probable that after the collapse oA&kad regime a new government would refuse
to abandon the WMD capacities and arsenals asdteewan important deterrent against the
Israeli military power.

Thirdly, more compelling is the potential scenatimt the WMD would acquire
external non-state actors operating in Syria dutiregarmed conflict. The most dangerous are
terrorist groups who showed their interest in agggiof non-conventional weapons in the
past. Syria has never officially declared the ititenor willingness to provide any terrorist

6 1SS (2012): Strategic Comments: Unease grows over Syria's a@mveaponsfonline], Available on
internet: <http://www.iiss.org/publications/strai@gomments/past-issues/volume-18-2012/august/@neas
grows-over-syrias-chemical-weapons/?locale=en>.

" SHARP, J. M. - BLANCHARD, C. M. (2012): Armed Cdicf in Syria: U.S. and International Response, s.2
8 1SS (2012): Strategic Comments: Unease grows over Syria's a@mveaponsfonline], Available on
internet: <http://www.iiss.org/publications/strai@gomments/past-issues/volume-18-2012/august/eneas
grows-over-syrias-chemical-weapons/?locale=en>.



group with its WMD stockpiles, although the regimapports Shiite political and military
organisation Hezbollah and Palestinian militaniamigations? If the Syrian regime provided
any terrorist organization with WMD capacities ibmd probably face a massive retaliation
dominantly by Israel. More probable scenario isuarmgg of WMD by terrorist organizations
in case of a potential defeat of Al-Assad regimd ancase of the failure of security and
control arsenals measures. Serious concerns m@igasization Al-Qaeda which factions has
been operating on Syrian territory during the ongointernal armed conflié® The
organization confirmed its interest in acquiringirabnventional weapons to achieve its goals
already in the past. Moreover, particular terroaisacks perpetrated by the organization in the
past confirmed the fact that Al-Qaeda has motivatio use disproportionate violence that
causes wide psychological impact. Following theQdeda’s motivations it can be assumed
that if Al-Qaeda members acquired Syrian WMD, tigaaization would not hesitate and
delay the deployment of the weapons to achiever theals. From this perspective, the
organization Al-Qaeda and its factions is the mdahgerous terrorist organization in
connection with the internal armed conflict in Syaind its WMD capacities.

Conclusion

Chemical and biological weapons and their destractieffects have been
underestimated in the comparison to far more detstri nuclear weapons although their
proliferation poses currently more significant s#guthreat. The main security challenges
connected with chemical and biological weaponsiferaition is their potential deployment in
the ongoing Syrian internal armed conflict. Theya ireal security threat of their potential use
during the unstable security situation.

According to the analysis, the Syrian chemical veespand rough biological weapons
could be potentially used in three main cases. firge scenario is the potential use of the
chemical and biological weapons by the Syrian aagginst insurgent rebel groups or against
foreign intervention. However this scenario is lggebable as when deployed the result
would be adequate countermeasures of the intenatcmmmunity. On the other hand, there
is a scenario of a potential acquirement of SYWAVID capacities by non-state actors in case
of the failure to secure the control of WMD capiasit In this case if the WMD capacities
would be acquired by insurgent rebel groups itnsbpble that they would not use them
against the Syrian army and population as they dvamimediately loose the international
support. However the most compelling scenario esgbtential acquirement of Syrian WMD
capacities by terrorist groups operating on Syt@ritory during the internal armed conflict.
The most dangerous is still the terrorist orgamrail-Qaeda and its factions operating in
Syria. Regarding Al-Qaeda’s motivations and pafsiresf and real attempts to acquire WMD
it is probable that if its members acquired Syrcremical and biological weapons, they
would probably use them in order to achieve Al-@éedoals. In this case the potential
consequences of this scenario would be mass casyalbntamination of the environment.
Moreover it would mean the need to reassess sgdhrieats connected to chemical and
biological weapons proliferation on internationalvél and especially to re-evaluate the
international measures to prevent the chemicab#oldgical proliferation.

Y SHARP, J. M. - BLANCHARD, C. M. (2012): Armed Cdicf in Syria: U.S. and International Response, s.2
2 |ISS (2012): Strategic Comments: Unease grows over Syria's aamieaponsfonline], Available on
internet:<http://www.iiss.org/publications/strategiomments/past-issues/volume-18-2012/august/unease
grows-over-syrias-chemical-weapons/?locale=en>.

2L KAZANSKY, R. — VASCIK, A. (2011): Nastroje preventivnej diplomaciech ivyuZitie pri rieSeni s@snej
bezpe&nostnej situécie v Syrii, p. 125.
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Matej Buzinkai

FACULTY OF INTERNATIONAL RELATIONS
UNIVERSITY OF ECONOMICS IN BRATISLAVA

CHARACTERISTICS OF THE CHINESE REFORM PROCESS

Abstract

In the presented paper we would like to desciiilgenhost important characteristics of
the Chinese reform model. The first chapter dessrthe differences between the Washington
Consensus and the so-called Beijing Consensus.iéleHat the defining principles of the
Chinese approach to reform are gradualism, cautesssand the goal to improve the living
standards of people while keeping political st&pilThe second chapter deals with a feature
of the Chinese reform we found to be the most @stieng — the bottom-up process. We
identify two reforms that began from the bottom ke tintroduction of the household
responsibility system and the reform of the houkkhegistration system.
Key words: Chinese economic reform, Beijing Consensus, graiuaalbottom-up process,
agriculture, labor mobility.

Gradualism of the Beijing Consensus

The government of China did not have a clear rogdafaeforms; instead individual
measures were implemented gradually targeting ¢baeamnic problems considered the most
pressing at the moment. Country's leadership egjethe method of the so-called shock
therapy — an instant implementation of market ppies in all economic areas which is linked
to the Washington Consensus. The Consensus wasestadglater in 1990s as a
recommendation to countries undergoing a transifiom a centrally planned economy to
market economy. Besides shock therapy, the otharacteristics of the process are large
scale privatization, complete liberalization of g@s and the minimizing of the role of
government in economic life — all influenced byosty faith in the “invisible hand” of the
market. In our opinion, other characteristics e connected to the Washington consensus
are principles of democracy and liberalism and #tst it began as a top-down process — the
set of rules was accepted as a recommendation add mto laws by the governments of the
transforming countries.

On the other hand, the Chinese approach is chasitdy heavy involvement of the
government in economic system and by very gradnplamentation of the market principles.
The mechanism of reform implementation is flexitded is being adapted to given
circumstances; it is open to experiments with d#ifeé reform methods. It is an inevitable
product of the fast-changing Chinese society tle&tds a constantly innovating approach to
transformation. The American foreign-policy expdoshua C. Ramo in 2004 was the first to
suggest the name The Beijing Consensus to puthiegéte whole set of qualities attributed
to the Chinese development model since 1978. Thissimportant to realize that the term
was invented as an alternative to the Washingtars@usus outside of Chindhe leadership
of PRC does not present its approach to reforms dsvelopment model recommended to
developing countries.

! Ramo, J. C.The Beijing Consensuit. 26.11.2012]. Dostupné na internete:
<http://fpc.org.uk/fsblob/244.pdf>
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Deng Xiaoping famously characterized the gradualnasd cautiousness of the
Chinese attitude towards reforms using the old &€wensaying “crossing the river by feeling
for the stones” (in Chinese&& Ak, in pinyin - mb zhe shi téuguod hé). What he
meant was an approach when some measure is fpstimented with on a small economic
sample — in one sector and in only one provinc&rbehe government starts to implement
the new reform in other parts of the country anideptsectors. The intensity of using the
market mechanism grew slowly also because of tleel ier protection of those groups of
people that benefited from the central planningtesys The motive was to minimize the
social and political instability. Many reforms dmbt have a beforehand determined date of
completion and the methods of their implementatabranged with time and place. Cai
acknowledges the mutual conditioning of the fundatale elements of the Chinese
development model: “reform aims to promote develeptmbut shall subordinate itself to
stability; development results are used to exanti@ecorrectness of the reform approach;
stability creates conditions for further refornfs&nother characteristic that is being ascribed
to the Chinese reforms is that they are Paretan@bti- the government of PRC is said to
struggle not to worsen the socioeconomic situatibany economic subject and at the same
time to improve it for at least orieThe market mechanism was not the target of thermef
instead it was used as a means to secure higleg Btandard for large groups of population
and to improve the strength of the courftig.our opinion it must be added that the sucaess i
achieving both long-term goals at the same timsechthe legitimacy of the rule of one party
— the Communist Party of China, maintaining thetall stability.

The first step of the reform process was the ustihal reform of micromanagement,
the gist of which laid in gradual transfer of respibility for the economic results to
individual productive units, ne it in agriculture mdustry. The officials leading these units
were given the opportunity to share the profits,iclwhmotivated them to increase their
performance and led to economic growtAnother important aspect of the reform was the
dual economic system — the coexistence of centyalbyined economy and elements of
market economy. The role of the institutions oftcanplanning in allocation of factors of
production was gradually substituted for the market¢chanisni. An example is the
introduction of the dual price system, firstly iaral agriculture and later also in the State-
owned enterprises. The principle of the dual psgstem is the existence of two types of
prices:

» state determined prices used for the mandatoryhpsecof production
* market prices, which were regulated at the begmrut with the accelerating
pace of reform the regulation was relaxed by theegament

Each production unit was given a centrally decigemtiuction plan, which determined
the amount of production that will be mandatorilyrghased for the determined prices. After
the State-owned enterprise, or rural householdilsuhe plan, it can sell the remaining
production on the market for market prices. Magk@tciples were gradually brought into the
Chinese centrally planned economy. At the same,tingividual economic subjects were
motivated to increase their productivity to be atberealize more production for market
prices, which were higher than prices paid by thées It allowed the Chinese government to

2 Cai, F. et al.: Transforming the Chinese Econa2yL0. p. 17.

% Lau, L. J. — Qian, Y. — Roland, G.: Reform withduwisers: An Interpretation of China’s Dual-Trackpkpach
to Transition. 2000. In Journal of Political Econom. 126.

* Cai, F. et al.: Transforming the Chinese Econa2®yL.0. p. 17.

®Lin, J. Y. — Cai, F. — Li, Z.: The China MiraclBevelopment Strategy and Economic Reform. 20031{-
178.

® Portjakov, V. J.: Ekononseskaja reforma v Kitaje (1979-1999). 2002. s. 6.
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avoid the political and social instability stemmifigm the harm large-scale privatization or
the liberalization of prices could cause to a pathe populatior.

The gradualism of Chinese development model wasoreil in the continual change
of official government rhetoric analysing which wan identify the periods when the reform
entered a qualitatively new stage. In 1982, arciaffidocument from the i2congress of
Communist Party of China is the first to mentioa #lements of market in Chinese economy.
Its role was to be a supplement to the centraiypéd system. In the period from 1984 till
1991 the official target of the reforms was the elodf socialist planned commodity
economic system. In 1985 the continuation of tHernes was stated as the most important
job of the seventh five-year plan of the PRC.dtget was to correct the flaws of the previous
economic system and to create a new system of sgonmanagement with Chinese
specifics. After the Tiananmen incident the pacedhef reforms decelerated for a time but
thanks to the Teng Xiaoping's efforts it was thienmaist group that in the end gained back
the leading position if the communist party. Thgdast breakthrough from an ideological
viewpoint came in 1992 when an official governmstatement confirmed that the Chinese
development leads to an establishment of “sociai@tket economy®.This economic system
also got the name socialism with Chinese specifics.

Bottom-up process in Chinese reform

An important characteristic of the Chinese reforaswhat some of its steps began as
the so-called “bottom-up processes”. This factignesting from the viewpoint of Chinese
political environment — the authoritarian regimehaone-party rule. In practice, the “bottom-
up process” meant that part of the Chinese popmabegan to behave in a way that is
inconsistent with government regulation. Oftersithe poorest segments of the society — the
rural farmers or the migrant workers. When it tuing that this kind of behaviour is
beneficial for the whole economic system, the psecis given an official framework and
becomes a part of the government’'s reforms. Sonteeomost important Chinese reforms
began this way, e. g. the implementation of theskbold responsibility system or the reform
of the household registration system.

The agricultural reform

Agriculture was the most important part of Chinesalization for millennia and by
the end of 1970s there were still 82 % of peoplendj in the rural areas and the share of
agricultural employment was almost 70 %. The Comistuparty wanting to improve the
legitimacy of its rule knew it has to start theamh process in agriculture. The agricultural
reform in PRC since 1978 had three main elemenke+eform of prices, which meant the
gradual giving up of the “price scissors” policysmantling of the people’'s communes and
introduction of the household responsibility systemd the relaxing of central planning in
agriculture.

Decollectivization was the most important featofehe Chinese agricultural reforms.
Maoist agriculture was collective, individual hohekls were organized in the people’'s
communes and through them the government contraledfulfilling of the quotas. The
agricultural land was in state ownership and caugtime be redistributed differently among
the households — when the number of the membdigediousehold has changed or by other
criteria. Individual household were not motivatedincrease production because exceeding
the quota did not bring substantial economic rewakdirthermore, any possible losses were

" Brandt, L. — Rawski, T. GChina's great economic transformatid@008. p. 10.
8 Portjakov, V.: The Economic Reform Conception inir@: Formation and Evolution. 2004. @hina Report.
p. 361-364.
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covered by the state on egalitarian principle. ©hthe problems was that it was difficult to
evaluate the performance of individual households td collective responsibility. There was
also low incentive to invest in the land as the detwlds were not sure whether they will
make their living on the same plot of land in thaufe.

The institutional reform began with changes ingb#cy of quotas — they were no tied
to the whole commune and were instead purchased ifidividual households. At first, the
Chinese leadership strongly opposed the idea dcfingathe plots of land to individual
households. Despite the government opposition, @ammune in 1978 in the village of
Xiaogang in Anhui province secretly decided to éeti®e land plots to individual households.
It took quite some courage as the farmers, witheggpce from the Cultural Revolution,
probably awaited a death sentence if the governfoentl out about their actiofiddowever,
the performance of the Xiaogang commune improvetiderably which was recognized by
the government and the commune was given offigptaval. It was legalized to use the new
system only in the poorest provinces to improvertherformance. However, gradually the
number of communes leasing their land to househgid® in number and the system was
adopted also in wealthier provinces, ignoring tfieially approved criteria. This new system
was given the name “household responsibility syst@na it was officially approved for the
whole country in 1981. By that time, 45 % of peopleommunes were already dismantled.
Until 1983, thanks to good results the househodghaasibility system was adopted by 98 %
of agricultural production teams in PRE.

Lin considers the implementation of the new systerbe most important element of
the agricultural reform which brought a 42 % inse@n production in the period from 1978
to 1984. He calculated the share of the introdactibthe household responsibility system to
be almost 50 %' The government increased the farmers™ feeling efusty by
recommending the leasing contracts to be signéicsafor 15 years and later extending them
for another 30 yearS. The agricultural reform in China was very sucoelssind the
productivity of rural agriculture increased rapidiewer farmers were able to produce more
which led to the releasing of a large amount of ki@nce from the countryside. These
workers migrated to cities and gradually becameetigine of Chinese economic growth. The
basic principles of the household responsibilitgtegn which was started by a few farmers
were later implemented to other sectors as well.

The reform of labor mobility

The surplus labor released from agriculture bgingi its effectiveness was needed in
the emerging export-oriented sector which was bailegeloped in the coastal cities.
However, territorial migration of population wasstgcted in China by the household
registration system, called tieikousystem. Each citizen of PRC holdsi@ouregistration
which ties him/her to a particular city or ruralearand allows him to work either in
agricultural or non-agricultural job. The policy svanitiated under Mao's regime, which
prioritized the development of heavy industry itied, to prevent mass migration from rural
areas. It is particularly difficult to change yaegistration from rural agriculturdlukouto an
urban non-agricultural one. In China, many soaalises, e. g. schooling and healthcare, are
tied to the place of a persorigkouregistration. Until the reform of early 1990s pleom

® The Economist: China's reform: The second longcma2008. [cit. 10.1.2013]. Accessible on the ingr <
http://www.economist.com/node/12758848>

% 1in, J. Y.: Rural Reforms and Agricultural GrowithChina. 1992. IlAmerican Economic Review. 37, 46.
™ 1in, J. Y.: Rural Reforms and Agricultural GrowthChina. 1992. IlAmerican Economic Review. 37, 46.
12 Cai, F. et al.Transforming the Chinese Econor@910. p. 6.
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cities were able to buy grain only by using spegralin coupons, which were also tied to an
urbanhukoy which made migrating from villages to cities velifficult.*?

The reform of labor mobility shows many of the id@eristics of the overall reform -
in addition to being a bottom-up process, it wa® alery gradual. Despite the regulation, idle
villagers started to migrate looking for opportigstto improve their living standards. In the
early reform period, it was usually just a struatunovement of labor force from agriculture
to rural industry. With more and more rural labefteased from the primary sector, they
gradually started to migrate to cities. Firstlywias the local urban centers, then provincial
capitals and when the export-oriented industrytetbio develop rapidly on the coast, workers
found their way to the booming cities of Easternn@ah Chinese leadership recognized the
advantages of migration for the whole economy -eiddbrce was moving from less effective
sectors towards modern productive ones; the engeegiport-oriented industry needed labor
force; and it was an opportunity for the migramsimprove their living conditions. An
interesting feature of the process is that the atiigg workers seemed to be always one step
ahead of the government. The barriers for labor ilityphvere gradually relaxed in areas
where former agricultural workers already migratexdpite the regulation. The government
initially allowed them to work in village industseLater, working and opening businesses in
local cities was allowed for people without the gohukouunder the condition that they
were self-sufficient. In the early 1990s the urbawd rationing system and the grain coupons
were abolished. The year 1998 saw the abolitiothefheredity ohukoufrom mother and
children were able to inherit their father's remasibn. The government relaxed the
restrictions to allow the partners and dependantguire urbamukoualong with the rural-
urban migrant worker they are depending‘bfihe reform continues until today and even if it
Is not nearly finished, in many cities it is becameasier to obtain the local urbawkou

The “floating population”, which is the name foolters of ruralhukoumigrating to
work in cities, became the backbone of Chinese @ogn Many of the defining features of
Chinese development model — the Lewisian dual eogndigh savings, low consumption,
orientation on export markets — are the resulth&f iigration that started gradually by
bypassing the government rules. The official nundfenigrant workers in People’s Republic
of China reached 145 million in 2089Cai estimates that the movement of labor intocsect
with higher productivity accounted for 21 % of t6®P growth of People’s republic of China
in the period 1978 — 1998.

Literature:

1. Brandt, Loren — Rawski, Thomas G. 2008hina’'s great economic
transformation. Cambridge: Cambridge University Press, 2008. 886 p
ISBN:9780521712903.

2. Cai, Fang — Du, Yang. 2011. Wage increases, wageecgence, and the
Lewis turning point in China. IIl€hina economic reviewSSN 1043-951X,
2011, vol. 22, no. 4, pp. 601-610.

13 Wu, X. — Treiman, Donald J.: The household regtiin system and social stratification in China53:91996.
2004. InDemographyp. 368.

14 Cai, F.:Hukou System Reform and Unification of Rural-urban Sb¥ilfare. InChina & World economy
2011. p. 33-47.

15 Cai, F. — Du, Y: Wage increases, wage convergeame the Lewis turning point in China. 2011.China
economic reviewpp. 602-603.

16 Cai, F.:Hukou System Reform and Unification of Rural-urban Sb¥ilfare. InChina & World economy
2011. p. 35.

16



. Cai, Fang. 2010Transforming the Chinese Econoniy. vydanie. Leiden:
BRILL, 2010. 366 p. ISBN 978-90-04-18421-3.

. Cai, Fang. 201l1a. Hukou System Reform and Unibcatof Rural-urban
Social Welfare. IrChina & World economySSN: 1749-124X2011, vol. 19.,
no. 3, pp. 33-47.

. Lau, Lawrence J. — Qian, Yingyi — Roland, Gérard0@ Reform without
Losers: An Interpretation of China’s Dual-Track Apach to Transition. In
Journal of Political EconomySSN: 002238082000, vol. 108, no. 1. p. 120-
143.

. Lin, Justin Yifu — Cai, Fang — Li, Zhou. 2003he China Miracle:
Development Strategy and Economic RefoRevised Edition. Hongkong:
Chinese University Press, 2003. 387 p. ISBN 987-2&P-985-0.

. Lin, Justin Yifu. 1992. Rural Reforms and Agriculil Growth in China. In
American Economic Revie¥&SN: 0002-8282, 1992, vol. 82, no. 1. pp. 34-51.

. Portjakov, Vladimir Jakovlevi 2002. Ekonomieskaja reforma v Kitaje
(1979-1999) Moskva: Institut DBnevo Vostoka RAN, 2002. 178 s. ISBN 5-
8381-0042-7.

. Portjakov, Vladimir Jakovlevi 2004. The Economic Reform Conception in
China: Formation and Evolution. I8hina Report.ISSN 0973-063X, 2004,
vol. 40, no. 4, p. 357-377.

10.Ramo, Joshua Cooper. 2004. The Beijing ConsensusFdreign Policy

Centre. [online]. 11.5.2004. [cit. 26.11.2012]. Assible on the internet:
<http://fpc.org.uk/fsblob/244.pdf>

11.The Economist. 2008. China's reform: The secondy lamarch. In: The

Economist. [online]. 2008. [cit. 10.1.2013]. Acdeds on the internet: <
http://www.economist.com/node/12758848>

12.Wu, Xiaogang — Treiman, Donald J. 2004. The housketegistration system

and social stratification in China: 1955-1996.0Damography ISSN: 0070-
3370, 2004, vol. 42, no. 2, p. 363-384.

Ing. Matej Buzinkai

Department of International Economic Relations Badnomic Diplomacy
Faculty of International Relations

University of Economics in Bratislava

Dolnozemska cesta 1/b

852 35 Bratislava

E-mail: matej.buzinkai@euba.sk

17



Anna Cyran

THE JAN KOCHANOWSKI UNIVERSITY IN KIELCE, POLAND

LEGAL ASPECTS OF SENDING THE POLISH ARMY OUTSIDE TH E
COUNTRY SINCE 1989

Abstract

The main task of the Polish armed forces is temfthe national territory against all
types of threats (in case of peace and war) angrenise safety of the citizens of the state. To
achieve this goal the Polish army not only guatus borders of the Republic, but also
regularly takes part in foreign missions of varoédracter.
Key words: national law, international law, mission, armyJito Army

Types of foreign missions

After the end of the Cold War the character of iigmemissions, which have been
carried out since 1948, changed. The end of thieagloipolarity meant that the parties of the
conflicts, as well as foreign contingents takingtpa them, are no longer controlled
politically to the same extent as they used toiteof{ogical control of the army no longer
exists). Other features specific to modern cotslithat involve the participation of the
military in foreign missions are: ruthlessnessha actions of all the parties involved in war
or crisis, lack of respect for the military act, nman rights violations, activity of non-
governmental organizations in the field of humararaaid on the vulnerable aréas

After 1989, sending the national contingentsh® ¢ountries ruled by political chaos
and instability, where danger of the outbreak ofvilciwar (or conflict of
a different nature) exists, seems to be the ndgesske many other countries in the world,
also Poland has been participating in missionsathreof which is to promote international
peace, as it is endangered wherever human rigatsielated, democratic system does not
exist or danger of affecting the territory by urrerized people exists

Peace operations can be divided into: missionis thi¢ use of preventive diplomacy,
peacemaking, peacekeeping and peacebuilding msssknthermore, in the nomenclature
associated with international security there i® asterm of peace support operations and
crisis response operations. The aim of both ofeheterventions is mainly to conduct peace
operations, prevent conflicts and crises, as veetbabring humanitarian ald

Peace missions can be considered in two ways: &iraiis either to head off a crisis
(preventive intervention), or to peacefully statslithe areas that already have been covered
by the conflict. Colin Gleenie, UN Resident Cooator in Poland, at the conference
“Polityka ONZ dotycaca misji pokojowych” ( “UN policy on peacekeepingssions”) in

! Cz. Marcinkowski/stota i ewolucja misji pokojowych ONZPrzeghd Historyczny-Wojskowy”, 2011, No. 5
(238), page 8. cf. M. Narojek)dzial Rzeczypospolitej Polskiej w operacjach pmkgch (do 2001 roky)
[http://sbn.republika.pl/misje.htm — access: 18X.2].

4 T. Hoffmann, M. Sniezynski, Udziat Polski w operacjach wojskowych i cywilnychiilUEuropejskigj [in:]
Bezpieczéstwo i zarzdzanie kryzysowe — aktualne wyzwania. Wspéliczespekly bezpiecdstwa i
zarzdzania kryzysowegd.6dz 2009, page 143-144oclacy w stdbie pokoju(by Z. Bednarski), Ed. Gamb,
Warsaw 2006, pages 7, 9-10.

% G. Lisowski, Rola i zadania Sit Zbrojnych RP w teymie zarzdzania kryzysowego patwa, [in:]
Bezpieczéstwo i zaradzanie kryzysowe - aktualne wyzwania. Wspotczesspekty bezpiecZstwa i
zarzdzania kryzysowego, £@2009, pages 72-74; M. Narojek, op. cit.
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2004 said that “the UN Charter provided that ineortb maintain peace and security in the
world, all the members of the UN should grant te 8ecurity Council the necessary forces
and infrastructure® As the diplomat noted, during the Cold War the ity forces
participating in peacekeeping operations were #jpicresponsible for stationing on the
endangered areas as a “buffer force”. After thdéapsk of the Soviet Union in 1991, the
nature of peace operations under the aegis of Mhénds changed. C. Gleenie explained that
“in the new spirit of cooperation more modern andrennumerous missions, implementing
complex peace agreements between former partisipdthe civil war, had been creatad”

Among others, the task of the army participatingpeace missions is to support the
local population, ensure respect for human rightgshe vulnerable areas, support the
affected country’s aspirations to democratize tbigipal life, which in the future should lead
to the holding of free election, as well as all #utivities related to the preparation of the
cadre — military training, integration of the vetes and reorganization of the police fofces

Due to the nature and type of the forces and meaesl, peace missions can be
divided into two basic types: observation missiomsd missions involving military
contingent&

The first type of missions is not participatedbiyn regular army units, but only by
unarmed military. Their function is mainly contiolj the areas endangered with war,
ensuring the compliance with certain conditionsaotease-fire or peace and also border
patrolling and monitoring of the zones that wer@sidered as demilitarized. This type of
intervention was taken by the Polish side (the dhoPeople’s Army back then) in 1953
during the Korean conflict (NNSC). As a member bé tinternational Commission for
Supervision and Control (ICSC) Poland was obligedwatch the compliance of the
provisions of the cease-fire by both sides. Thie$*were also given the role of the observer
during the conflicts in Laos and Cambodia (ICSC54:9973), Nigeria (OTN; 1968-1970)
and South Vietnam (ICCS, 1973-19%5)

The second type of peace missions — missionsumgpkegular army in the form of
national military contingents have very similar @ttjves (control of the war-threatened areas,
monitoring and observance of the conditions of edas) with one exception — the units sent
to the areas covered by the mission are often itleetdouffer between the two sides of the
conflict. The Polish People’s Army was used for fingt time for this type of intervention in
1973, in a peace operation UNEF Il in Egypt, ary@gar later the Polish contingents were sent
to Syria (UNDOF) in a similar role. Another exampliethe Polish Army’s participation in a
peace mission is the NATO's operation in Kosovo @ in 1999.

Another type of foreign missions are humanitamgerations. Their aim is a widely
understood help to residents of the conflict-adfdcor directly threatened areas. So far
Poland has participated in several missions of typ®, including in Ethiopia in the years
1985-1987 (operation TESFA) and in Saudi Arabial@91 (within the operation Desert
Storm, during the First Persian Gulf War).

* C. Gleenie, 50 lat udzialu Polski w operacjach pokojowych i famitarnych 16.1.2004,
ghttp:llwww.unic.un.org.pI/aktuaInosci.php?news:&Md:26&druk:1 —access: 15.1X.2012].

Ibid.
® Udziat wojska w misjach stabilizacyjnych i pokojotyy Ministerstwo Spraw Zagranicznych,
[http://www.msz.gov.pl/Udzial,wojska,w, misjach,séacyjnych,i,pokojowych,9162.html - access:
17.1X.2012]. cf. M. Narojek, op. cit.
" Cz. Marcinkowski, op. cit. pages 11-12.
8 B. Bieszyiski, Zagraniczne misje Wojska Polskieditnfos”, Biuro Analiz Sejmowych, 2008, No. 17 (41
page 1; More in: K. Gaj, J. Zuziakyojsko Polskie w railzynarodowych misjach pokojowych (1953-2011)
"Przeghd Historyczny-Wojskowy”, 2011, No. 5 (238), pages43.
°K. Gaj, J. Zuziak, op. cit. , pages 44-47, 66B7Bieszyiski, op. cit. , pages 2-3.
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The Polish Army is also involved in policing nmi@ss. The objective of this type of
operations is peace implementation through temppraartial takeover of governance over
the endangered areas in order to ensure theirysaetong others, an example of such
mission with participation of the Polish Army iseyption “Active Endeavour”, which has
been conducted since 2005 in the Mediterranean @swsisting in the protection of this
important traffic route (the Strait of Gibraltargien) against acts of terrorism and maritime
robbery?®.

An important element of foreign missions are rarlt operations. However, these are
not always military interventions; they are oftemited to stabilization only. Military
missions are one of the elements of the Europeanrly and Defence Policy (ESDP). Jan
Zmuda explained that “they showed an increasingamjlipower of the EU and the ability to
cooperate militarily and politically on a high-ldvélowever, they are not combat missions.
Union troops are most frequently used to maintaiendorce peace through their presenite”

Occasionally, military missions are called “pea®” operations or “military-
stabilization” operations. One of such operatianshe intervention with the participation of
the Polish military contingent in Afghanistan (witlthe ISAF forces) in 2004, as well as the
participation of the Polish Army in operation “lidgreedom” (known as the Second Persian
Gulf War) in 2003, the aim of which was to toppte Saddam Hussein’s regithe

The participation of the Polish troops in foreigussions is connected with expenses,
which must be borne by the state budget. Thessigmdicant expenses. It is estimated that in
the years 2003-2008 the mission in Iraq has colstndaabout 1.1 billion PLN. Only in 2008
the funds allocated by the Polish government innegtion with foreign operations in
Afghanistan, Chad and Irag amounted to 540 milkaN®.

The Ministry of Foreign Affairs reports that by @0 over 64 thousand soldiers and
people working in the military had taken part inrigas foreign missions. The Poles
participated in 66 operations, which were carriatlin 39 countrie¥. More recent estimates
report on 85 thousand of Polish people - soldiestice officers and civilian personnel, who
had been involved in foreign missions by 2811

Foreign missions and international law

The maintenance of international peace and sgdsriine of the statutory provisions
of the UN Charter, which makes international missigain legal force. The institution which
defines the nature and tasks of each peace intaweis the UN Security Counéfl C.
Gleenie said that “after granting of the mandatehgySecurity Council, further guidance on
the management over a peace mission is taken gvltebUN Secretary-General, who also
reports to the Council on the mission. Most of éangissions are led by the Special
Representative appointed by the Secretary-Genditaey are also supported by the
Department of Peacekeeping Operations (DPKO), wiviz established in 1992

In case of EU and NATO foreign operations, theigilen is made by the Member
States in the forum of the North Atlantic Coundédr(NATO) or the Council of the European
Union (for EV).

12 J.Zmuda,Rodzaje misji zagranicznych Upattp://eup.wse.krakow.pl/?page_id=208 — acc64X.2012].
Ibid.

12K, Gaj, J. Zuziak, op. cit., pages 68-74.

13 B. Bieszyiski, op. cit. , page 2.

4 Udziat wojska w misjach stabilizacyjnych i pokojotvy.

15 Cz. Marcinkowski, op. cit., page 18.

'8 |bid, pages 8-9Polacy w stabie pokoju.., pages 9-10.

7C. Gleenie, op. cit.
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The legal basis for foreign missions carried opthe Polish Army within the UE is
the so-called St. Petersburg Declaration signed34dune 1992 in Bonn by the members of
the Western European Union. This document gave \iieU states the possibility of
participation in international civil-military opations:

- humanitarian missions
- stabilization missions
- crisis mission¥.

J. Zmuda said that “the St. Petersburg Declaration wees result of political
integration within the WEU, the aim of which wé® texpansion of stabilization and security
in various regions of the world”.

The EU foreign missions under the ESDP do notirecat UN mandate, although in
some cases, connected with the need of using mnyifiteice, the participation in the mission
has to be approved by the UN Security CouncilZdwda explained, that “w rule was
approved, according to which the EU missions wdl darried out after the approval of the
concerned states, except for a situation whenta san chaos and does not have competent
executive. The EU foreign missions under the ESE@Pabso conducted with the participation
of countries which do not belong to the EU. In ortte participate they have to make their
own military and financial contribution®

Even though the participation of the Polish Armyarious foreign missions is mostly
due to international connections and the Polislolrement in the structures such as NATO
or the EU, each time the decision on sending (ailddvwawing) of the Polish Army outside
the country is made by the Polish government (thid®Minister puts forward appropriate
proposal to the President), which also sets thebeurof the forces to be sent and has final
influence on their organization. After signing thecision on a foreign mission the head of the
state is obliged to immediately inform the marsiwdlthe Seym and the Senate about the fact.

The decision—making process related to the padiicp of military units in foreign
missions is associated with the agreements cortlioyeinternational organizations, the
highest authorities of the state administration gn@dmanagement of the Ministry of National
Defence, as well as the command of the armed fStces

in order to use the army in foreign operations ftypes of criteria should be met:
legal, political, military and financial.

Participation of the Polish Army in foreign missiors and the Polish Law

The Constitution of the Republic of Poland of 1%@ates that “the rules of the use of
the Armed Forces outside the Republic of Polandspexified by a ratified international
agreement or law™.

The document which regulates in detail the paritgn of the Polish Army in foreign
missions in legal terms is the Act dated 17 Decenil®®8 on the principles of using or
staying of the Armed Forces of the Republic of Rdlautside the countfy:

The document indicates that staying of the PoligmyAabroad can be related to:

¥ M. Narojek, op. cit.; T. Hoffmann, Msniezynski, op. cit., pages 144-145.

19 3. Zmuda,Prawne podstawy misji gidzynarodowych UE w ramach EPBIO
[http://eup.wse.krakow.pl/?page_id=207 — access$X12012].

2 W. Hory, Wspélczesne zagrenia medzynarodowego bezpiegatwa. Udziat wojska polskiego w misjach
poza granicami krajuMON, Warsaw 2008, pages 7-8.

! |bid.

22 Konstytucja RP z 1997,rch. IV, Art.. 117, [http://www.sejm.gov.pl/pravk@nst/polski/konl1.htm — access:
16.1X.2012].

23 Ustawa o zasadacliycia lub pobytu Sit Zbrojnych Rzeczypospolitej Fkid§ poza granicami gstwa z dnia
17 grudnia 1998 r., [http://www.abc.com.pl/du-afetkt/dz-u-98-162-1117 — access: 14.1X.2012].
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- its use due to war or in order to strengthen theef® of Poland or allied countries
(intent to protect own interests or necessity thilfthe alliance obligations);
participation of the Army in a peace mission oraperation aimed at fighting
terrorisnf* and related risks.

- temporary stay of the armed forces on the territairya foreign country due to
trainings, military manoeuvres, rescue actions €pkdor maritime operations),
exploration and humanitarian operations taking eléwere, as well as for the
fulfilment of representative obligations.

The decision on the use of the Polish Army abreadssociated with the need to
determine: the number of soldiers, the militaryipqent and weapons used, the names of the
military units to which they belong, as well as tHeration of service. Clarifying their
objectives, the range of activities and the areapafration is also a necessity when deciding
about sending the Army to a mission. In case afsitathe route and the time of the troops
movement should also be specified.

The act also mentions the need for determiningpatrolling and commanding system
of the units sent on a mission, or contingent ssbin to international organizations for the
duration of the operation. For proper coordinatioetween the military and civilians,
administrative organs should cooperate with thehaities of competent international
organization.

In foreign missions, involved are the soldiers vgleove on active military service and
the military personnel.

Non-professional soldiers who want to go on a misshould, in certain cases,
provide a written statement to the competent authoit is not required in case of
announcing general mobilization and during a waetalded rules of the employment of
workers in military units sent to foreign missioase determined by the regulation of the
Council of Ministers. It is also its responsibility define the obligations and indicate the
rights of non-professional soldiers, which is assed with legal regulations concerning the
general defence obligation. In addition, the Colun€iMinisters has a decisive impact on
financing of the Polish military contingent’s preaons for the mission — if it has not been
included in the budget of the Ministry of Natioriaéfence. It also determines the amount of
the soldier’s pay, as well as other financial aedlth benefits payable to soldiers.

The document states that in the cases not regubgt¢he mentioned legal act, the Act
on military service for professional soldiers dag@June 1970 maintains its legal force.
The participation in foreign missions depends arttvritten consent, unless they are part of
military units separated from the Armed Forces with task of participation in a war; an
allied intervention, a peace operation, an antbtest operation, military manoeuvres,
trainings, humanitarian, rescue and exploratiorratpms or for representation purposes.

24 7 aktéw prawnych regulagych udziat Polakéw stacjorugych na misjach zagranicznych w operacjach
antyterrorystycznych nima wymiené m.in. postanowienie Prezydenta RP z 22 listopada 2004 wyciu
Polskiego Kontyngentu Wojskowego w sktadzie sitsgajczych w islamskim gpstwie Afganistanu, Emiracie
Bahrajnu, Republice Kirgiskiej, Fiatwie Kuwejtu, Republice Tagistanu i Republice Uzbekistanu oraz na
Morzu Arabskim i Oceanie Indyjskimef. T. HoffmannUdziat Polski w walce z terroryzmeBezpieczéstwo i
zarzdzanie kryzysowe — aktualne wyzwania. Wspotczesmekty bezpiecidstwa i zarzdzania kryzysowego
tédz 2009, page 191. More irDziatania podejmowane w ramach wspéipracyednynarodowej na rzecz
przeciwdziatania terroryzmowiin:] K. Liedel, Zwalczanie terroryzmu rdzynarodowego w polskiej polityce
bezpieczéstwa Ed. Difin, Warsaw 2010, pages 156-198.

% Ustawa z 30 czerwca 1970 r. o&ie wojskowejotnierzy zawodowych
[http://msp.money.pl/akty_prawne/dzienniki_ustavdms;z;dnia;30;czerwca,dziennik,ustaw,1970,016}i84.

| —access: 18.1X.2012].
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The Act of 1998 specifies the principles on whibk soldiers taking part in foreign
missions serve in the Army. Any use of measuresoofipulsion must be made taking into
account the guidelines included in the contractschmwled by Poland with the allies, as well
as the observance of international law. With tlatsif the foreign mission the soldiers are
subject to both Polish and international jurisdiotiThey are also obliged to comply with the
legal principles applicable in the country wheretlare stationed. These rules are valid in
penal, order and disciplinary scope.

The Act clarifies the situations in which a foreigontingent’s soldier, during a
mission, can use means of coercion. In case othteat of life and health or when self-
defence is necessary, they are entitled to usarfirg. It is also justified in case of willingness
to prevent the planned acts (attacks), the purpbsdich is to take someone’s life or health.
These regulations should be applied both to prdtest own contingent, the allied units and
the civilians. Weapons can also be used againgi@&dio also hold arms and act passively
on request for giving up. It is a threat to puldider and security. It is restricted to attempt to
collect weapons by force from people who have lgeen weapons legally (e.g. soldiers).
In the face of such acts all the necessary coerapasures should be taken. They can also be
taken when there is a risk of damaging or destgyiri military equipment or other
installations or facilities essential to the suscesthe mission, and, in some specific cases,
because of the threat to civilian property. Theligo] while pursuing a criminal or the enemy,
and also a suspect who is hiding, has the righséothe weapon, especially when the pursued
person is suspected to be a threat to life andheélsoldiers or members of the public (for
example, the person has a weapon, dangerous equipmexplosives).

The Act states that weapon must not be used dgaiggnant women, juveniles (under
the age of 13), the elderly, the sick and disabledess the situation requires its use. Self-
defence issues allow the soldiers to use coercaasares preventively.

In the regular military operations or actions takey the units and sub-units of the
Army, the use of weapons is possible only afterdtter of the commanding officer.

In all the described cases the use of weaponsldhoel accompanied by the
observance any and all precautions, and the shootdbe regarded, after using all means of
warning, as the last step to achieve the goal stiemg protection, safety of life, health and
property. The document reads that “the use of wespod other armament should take place
in proportional intensity to the threat, with theallest possible harm, and should not expose
other people, especially civilians, to the danddoss of life or health. If the situation allows
and if it does not result directly from the aim thle task, the use of weapons or other
armament against a person should not be aime#iagtthe person’s life.

The decision on which rules pertaining to coereh@asures are in use by the soldiers
stationing on the mission and which are necessagnchieve its objectives is made by the
Minister of National Defence. The head of this dépant also determines the method of
keeping the records related to the use of the amfenéioned measures by the Polish soldiers.

A lot of controversy has risen about the rightise coercive measures by the soldiers
stationing abroad, as the understanding of the tarecessary defence” is a matter of
judgement and depend on the point of view. Manyahproblems are also associated with
the pursuance of service duties (orders of thergupe at all costs, even at the cost of
victims. In 2007, the Polish soldiers shelled agh®in village of Nangar Khel with machine
guns and mortar grenades, which action becamese calebre. As a result of this operation
six people were Kkilled (including women and chilgseand other three were injured. After
returning to Poland the soldiers were accusedaétrng the law of war and participation in
war crime (charge of civilian murder). The defersdef the soldiers argued that the shelling

26 |hid.
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of village was the result of bad recognition orlfaequipment, and the soldiers who took
part in the action were only obeying orders. In20hree of the accused seven people were
acquitted, and the case of the others will be @véred by the Supreme Cdurt

The definition of professional soldféiis included in the Act dated 11 September 2003
on military service for professional soldiers. Aatiog to the document “a professional
soldier is a holder of a Polish citizenship, of do@putation, whose faithfulness to the
Republic of Poland raises no doubt. This persortdhvagave appropriate qualifications, as well
as physical and mental predispositions for profesdiphysical service. It was also explained
that professional soldiers can serve permanentraractual active military service”

If necessary and if required by the interestdhefRolish Army, professional soldier in
active service can be transferred to the reserverder to enable him to work in foreign
organizations and international military structures

The conditions of the participation of the Polisbldiers in foreign missions are
regulated by article 24 of the foregoing Act. lads that the decision to send the Army abroad
is made by the Minister of National Defence (appuoents from the rank of colonel and
above), or the Director of the Department of De&n&fter nomination to serve on foreign
mission, the authority responsible for directing thoops to the mission is the head of the
General Staff of the Polish Armed Forces.

In organizational terms, the soldiers serving tloeintry on a foreign mission are
subordinate to the authorities which have desightéitem to this mission (or the authority can
be speC|f|ed by the head of the Department of DeferThese authorities may be:

the leader of the mission of an international orgaon or multinational forces;

- the leader of a foreign institution;

- the Polish representative of the military (at fgrebrganization or foreign military

contingent);

- the foreign representative (recommended by the oaitits of the foreign

organization or the foreign military contingent).

The soldiers who are staying outside the countryaomission have the following
rights: the possibility to stay in a place of stathg together with the family members
(spouse, children) and live with them in a resid@ninit rented at the expense of the Army
(or receive equivalent amount of money). The ckildof the soldier staying on a foreign
mission have the right for free education at alkle (up to high school), and the cost of their
treatment, as well as treatment of other family toers, is covered in full by the state, in
which the military contingent is stationing. Thadiers are also provided with free travels to
the places where they are on duty (and back), dsas/evith accident insurance.

The entirety of responsibilities and rights atitdble to the soldiers during foreign
operations, as well as the procedures of direcindy designating them for service outside
Poland is governed by the regulations issued b thencil of Ministers.

The participation in foreign missions is conndat@th the risk of losing of health or
even life. All the compensations for losses suffedeirring the military service abroad are
governed by the Act on veterans taking part inigpremissions dated 19 August 2011. The
document states that “accident on a foreign missbould be understood as sudden

“'Sprawa Nangar Khel: trzejoinierze niewinni ,\Wprost”, [http://www.wprost.pl/ar/310848/Spraéangar-
Khel-trzej-zolnierze-niewinni-czterej-beda-znow-gadi/ - access: 18. IX. 2012]
% Ustawa z 11 wrzmia 2003 r. o sttbie wojskowejotnierzy zawodowych
ggttp:llwww.promotion.org.pI/oazwrocIaW/prawo.htrraecess: 19.1X.2012].

Ibid.
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occurrence, induced by an external factor, causihgalth detriment®. “Sudden occurrence”
means: attacking the enemy (if the situation resguit or if the attack results from the
superior’s orders) or defence against a hostilechitassault (e.g. detonation of explosives),
as well as other activities, the performance ofclldreates a risk of a health detriment.

Taking into account the increased occupation&l tagen by the soldiers on foreign

missions, the Polish state also tries to meet tim@ncial expectations. B. Biesza@mwki wrote
that “the soldiers serving abroad, especially ia #reas covered by military operations,
receive additional pay, which is often the equinalef their salary®’. He added that average
earnings of a soldier on the mission in Afghanistarount to approx. 7 thousand PLN.

Despite the risk to human life, which is connectath the participation of the Polish

soldiers in foreign missions, many experts seesitaa opportunity to retrofit and receive
supplementary training of the Polish army. “It igected that foreign military operations,
considering the growing number of local conflictg)l gain on significance. The role of
individual states in international politics will cbnue to depend on their activity in this field.
You cannot participate in international militaryesptions without a modern army”, notes B.
Bieszczyiski. As he explains, years of experience in senthegsoldiers on foreign missions
is an advantage of Poland. He also predicts tthat Way in which this experience will be
used is of fundamental significance. If it succemdsiodernizing our armed forces in a large
scale, they will have a great chance to devefop”

Bibliography:

Other legal acts regarding the use of the PolishyAon foreign missions:

- Regulation of the Council of Ministers of 27 Jul99B on detailed rules and
procedures for financing, preparing and functionaigmilitary units outside the
country (Journal of Laws of 1999 No. 64, item 732);

- Regulation of the Council of Ministers of 1 Octold®99 on detailed rules for the
employment of workers in military units providedr fase or stay outside the
country
(Journal of Laws of 1999 No. 80, item 906;

- Regulation of the Council of Ministers of 21 Decembl999 on financial
liabilities and benefits received by the soldiessigned to serve outside the
country and the military employees working in naitig units, performing tasks
abroad (Journal of Laws of 1999 No. 110, item 1257)

- Regulation of the Council of Ministers of 12 Felbmua2002 on detailed
entittements and obligations of non-professionaldiscs serving outside the
country (Journal of Laws of 1993 No. 16, item 150);

- Regulation of the Council of Ministers of 25 May(0on professional service
outside the country (Journal of Laws of 2004 Nd,litem 1479);

- Regulation of the Minister of National Defence d& lJune 2004 on financial
liabilities for professional soldiers on servicaside the country (Journal of Laws
of 2004 No. 162, item1698);

- Decision No. 169/MON of the Minister of National f2ace of 2 June 2005 on the
division of responsibilities in the scope of pregam, management and
withdrawal of the Polish military contingents/ Rdli military units in peace
missions and multinational forces, as well as sendf the professional soldiers to

% yUstawa =z 19 sierpnia 2011 r. o weteranach dzatapoza granicami  kraju,

[http://prawo.legeo.pl/prawo/ustawa-z-dnia-19-sieap2011-r-o-weteranach-dzialan-poza-granicami-jveau’s -
access: 19.1X.2012].

%1 B. Bieszyiski, op. cit., page 2.
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serve duty outside the country in headquartersnncands of peace missions and
multinational forces, and also as military obsesvand persons with the status of
military observers on peace missions (Official daliof the MoD of 2005 No. 21,
item 270).

Contact

Dr. Anna Cyran

The Jan Kochanowski University in Kielce
ul. Zeromskiego 5

25-369 Kielce

Poland

E-mail: cyran.a@wp.pl

26



Jiti Dusek
Lubomir Pana

VYSOKA SKOLA EVROPSKYCH A REGIONALNICH STUDII, O.F.

EFFECTIVENESS OF NEGATIVE ELECTION CAMPAIGN IN THE
CONDITIONS OF THE CZECH REPUBLIC

Abstract

This contribution aims to analyse the history, ssscrate and effectiveness of the
negative election campaign as a tool of politicarketing, including its impact on the
political culture in the Czech Republic. In the €zeRepublic, the use of negative political
campaign is a relatively new and still exceptionaly of conducting election campaigns,
including the hiring of specialists from abroad this concept of "blackening” your opponent
proves to be effective, it will be copied and ussdother political parties as a part of their
election campaigns. The impact on the politicaturel and trust of people in politics will be
immense and it could reflect not only in lower @l turnouts, but also in election results on
both the national and local levels.
Key words: Negative election campaign, Political culture, Bcdl marketing, Political
strategy, Voters.

Introduction

Negative advertisement belongs among popular fasinsampaigning not only for
political parties, but also for companies which toy differentiate themselves from their
competition. They try to point out their competiadvantages and disadvantages of their
opponents, whom they try to harm in this way. Thgortance of negative marketing
campaigns has been rising since 2006 and it candoeasingly often observed in election
campaigns for various elections (European electipadiament elections, regional elections,
municipal elections). Negative campaign is thusob@og a special characteristics of Czech
political marketing which many political partiessazounting on.

Frequent tools of negative campaigning are falettascandals, half-truths or
compromising information about the counter-candiddn this regard, media are playing a
crucial role in the use of this method of politicalalry. The media communicate these
scandalous, often fabricated half-truths to thelipuccording to many media analysts, the
advantage of using a negative campaign is its alsvieffectiveness — in other words, it
works. On the other hand, there is the possible sfsdamaging more yourself than your
counter-candidate. It often happens that when ateowandidate is accused of a sexual
scandal, for example, he/she starts to appeaktpublic for leniency and can be forgiven by
the public, whereas the person who published tf@nration may be accused of incorrect
and unfair behaviour. The media are crucial in tise of negative campaign, above all
tabloids. The reason is that scandals and perspradlems are the main source of
information for these media [SCHULZ, 2004].

Although some features of negative campaign alreaplyeared in campaigns of
political candidates in the 19th century, they aartre considered a systematic, strategically
planned and institutionalized use of negative cagmpag. They were more crude attacking
manoeuvres of politicians. Nevertheless, even gsahtimes, attacking rhetoric aimed at a
political rivals was relatively uncompromising asldarp. A certain level of negativism has
been a part of politics since time immemorial, ndtitutionalization of negativism as a
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political tool comes much later and is related e spread of multimedia [BRADOVA,
2008].

Table 1 — An overview of mass media and approximatéme of their origin

Mass media Approxim.at.e year of Mass media Approxim_ate year of
origin origin
press 1500 TV 1950
records 1900 mobile phone 1973
cinema 1910 Internet 1990
radio 1920

[PAVLIK, 2010]

The expansion of political marketing in other coigs sometimes starts to be labelled
as Americanization of election campaigns. Accorditty the English researcher M.
SCAMMELL [1995], it is possible to presume that reos and shakers of political campaigns
all over the world will learn from experiences leed in the USA, the global leader in the
field. However, the methods of adopting the Americaodels will vary depending on the
type of national political and media systems, aelfcustoms and tolerance of voters, parties
and politicians.
Generally speaking, political advertisement hasdhmain effects [KAID, 2004]:
» informative effects, thanks to which voters receimtormation about a party or a
candidate,
» emotional effects which focus on perception of cdaies,
» behavioural effects which affect electoral prefesn

Regarding possible harmful effects originating framing a negative campaign,
political scientists mostly mention three possilg [BRADOVA, 2008]:

» The Boomerang effect/Backlash effect — negativepaagmn produces more negative
feelings towards the originator of the campaigmti@wards the counter-candidate
who is supposed to be the target of the campaigrampaign used against a political
rival thus can turn as a boomerang towards thenatigyr.

» The Victim Syndrome — The campaign invokes in wtarfeeling of foul play and
raises in them more positive than negative feeliogsards the attacked candidate. In
the eyes of the voters, the attacked candidategiwil the impression of a victim of an
attack, i.e. the campaign has contra-productiveeceffon the originator of the
campaign.

» The Double Impairment Effect — negative campaigises negative feelings both
towards the counter-candidate and the originaton'spr of the campaign.

A useful tool of permanent campaigns thus are comcation skills, especially public
relations (PR). Simple political advertisement a&¢ anough for political parties. In order for
their product to be successful, they have to usealtimedia possibilities available to them.
Public relations departments of political partiesus on the internal party public and the
external public, i.e. potential voters, as welbasthe public as a whole, with the objective of
gaining understanding and trust. In a developedodeatic political system, political parties
use these tools and forms of PR to achieve sucdceshe creation of public opinion
[BRADOVA, SARADIN, 2007].

History of negative campaigning in the Czech Repuld
In former Czechoslovakia, the strategy of politicabrketing was first used by
Americans who were helping with the campaign fori€Forum (Oldanskeé forum, OF). At
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that time, consultants from both the Republican gnedDemocratic party flew to the Czech
Republic. However, in the euphoria after the Velmatolution in November 1989, no one
was able to work as the Americans wanted. A comatenbf the Czech magazine Reflex,
Bohumil P€inka, commented in his book Cesta na hrad (Joutodiie Castle) with these
words: “They flew back to the USA even before thertsof the campaign, with the feeling
that no one wanted to listen to them and learnhamgtfrom them.” Since then, attempts at
targeted marketing have appeared more and moreeingy. The Civic Democrats used it in
elections of 1992, but the pioneers were the S@xahocrats. In elections of 1996 and 1998,
they had a Czech election manager and a hireegisatHowever, data from opinion surveys
were analyzed by employees of an American agencyredard to the massive use of
marketing, parliamentary elections in 1996 stanidasua good example. Among other things,
also because the media and the public startedréeipe that there is such a thing as political
marketing [FOJU, 2009].

In Czech election campaigns, negative campaigmdidstart to appear on a bigger
scale until 2006, when the Social Democrats chariged the Czech consultancy agency
Crane Consulting to the American consultancy comp@enn, Schoen & Berland (PSB),
which professionalized the election campaign angdtethe Social Democrats to win the
second place in the elections. The PSB agency bgxedh in the re-election of Bill Clinton
into the presidential office; among its other ssses are multiple election wins of Hillary
Clinton for the post of New York senator, or thetbric success of Tony Blair, whom PSB
helped to get third prime minister mandate in 2005.

It seems that since 2006, negative campaigningesi@blished itself to such a degree
that the public perceive it as a natural part odmpaign. There were plenty of attacks even in
previous elections but they were not as systenmatibeir nature as the parliament elections
in 2006 were. During the 1990s, we could see aiteform of negative campaign from the
side of Czech media, where right-leaning partiesewmurposefully (for historic reasons)
preferred to left-leaning parties which were vefieo portrayed in a negative light. During
the campaign before regional and senate electio2600, we could see first signs of a more
systematic negative campaign in a coalition of gi@s, consisting of KDUZSL (Christian
and Democratic Union — the Czechoslovak PeopleidyRalS (Freedom Union), DEU
(Democratic Union) and ODA (Civic Democratic Coialit), which systematically attacked
the opposition agreement between the Social Dertarad the Civic Democrats. After its
break-up, the rhetoric was taken over by anothalitcan in a lead-up to parliament elections
in 2002 [SARADIN, 2008]. The most notable slogan thfs election campaign was a
billboard with the text “Vote for ODS (the Civic Pwcrats) or theCSSD (the Social
Democrats), we [ODS/SSD] will somehow make a deal...”.

In 2006, negative campaign was used to a much higkient (thanks to the use of
hired foreign advisors), mainly by the two biggpstties — the right-leaning ODS and the
left-leaningCSSD. ODS prepared for its campaign negative furidgor clips with Indiana
Jones wearing the slogan “ODS plus” and succegsiudlking through a socialist cave, as
well as a Black book of sins committed 6$SD.CSSD followed with a negative campaign
called “ODS minus”. It mainly consisted of a seriek billboards and posters drawing
attention to consequences of suggestions made &/ &0 also containing positive solutions
suggested by'SSD. Importantly, focus was placed on the fact @aS wants to favour rich
business people and disadvantage common peopke.cadmpaign was called “ODS minus”.
The outcome of 2006 Czech parliament elections sdosisproportionate features brought
into the election legislative by opposition-contraeforms and ended up in a deadlock — the
right-leaning block and the left-leaning-block bagt 100 MPs. An unprecedented period of
government crisis and negotiations leading nowkadlewed and lasted until January 2007.
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Figure 1 — Example of a standard and a negative 26@lection campaign
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Negative campaign was also used in elections ggmnal councils in 2008. Whereas
most parties focused on local and regional topies Social Democrat€’8SD) used national
topics, thanks to which they became the electiameiis in all 13 regions. The other parties
were running a positive campaign (the used slogachk as “A vote for the quality of life”
(the Green Party), “Calm power” (the Christian Denats), “We have a solution” (the
Communists), “With reason and heart” or “We prowbdt we can manage” (the Civic
Democrats) etc.). Agail;SSD bet on a negative campaign, where it mainlyroated itself
with ODS. Its main slogan was “Sentenced to a mefprwhich was a follow-up to the
previous negative campaign “ODS minus” [BORGIS, 800
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Negative campaign was also used in 2009, when gt fivet started by ODS in the
lead-up to European Parliament elections. ODS hemha web-site called”SSD against
you” referring to the web page €fSSD and showing a number of mocking remarks and
materials aimed at important member<’&SD on web pages of ODSSSD reacted with a
counter-attack, when it commissioned billboardackiing members of ODS.

In autumn of 2009, premature parliament electioesevabout to be held in the Czech
Republic, which would shorten the fifth electionripd of the Czech parliament. The
shortening of the election period should have bemsbled by means of passing a one-off
constitutional law No. 195/2009 Code on ShortendrigFifth Election Period for Czech
Chamber of Deputies. However, this constitutiorsal lwas cancelled by the Constitutional
Court on 10th September 2009 and the date of Reghaelections was moved from the year
2009 to 2010. The cancellation of 2009 electioriscéively led to an exhausting election
campaign which was running from the middle of 2@0Ril elections on 28th -29th May
2010. The fact that this was indeed a difficult @xthausting campaign can also be seen on
the fact that even ODS hired a foreign electionisgmvfor the first time, namely Arthur
Finkelstein, a political consultant and an advoaaftdnard negative political campaigning.
Among others, Arthur Finkelstein helped in electeampaigns of American presidents Nixon
and Reagan; lately he has lead election campaignsdnservative parties in Bulgaria,
Romania, Austria or Serbia.

Table 2 — Official and unofficial expenditure on 2Q0 parliament elections

Political Official expenditure on 2010 parliament Unofficial expenditure on 2010 parliament
party elections (mil. CZK) elections (mil. CZK)

CSSD 308 500

ODS 168 290

TOP09 30 66

KSCM 36 9

A% 10 87

[MACHOVA, 2010, own research]

A new phenomenon of these elections was the firs#-tmassive use of social
networks. As a specific example of a negative glactampaign can be seen the election
campaign of CSSD against ODS and TOP 09, whé&$SD commissioned billboards
comparingCSSD with ODS and TOP 09, where the two right-legrparties were displayed
in dark colours with the title “The past — Advargador the privileged only” [11].

31



Flgure 3 Example of a negative 2009 electlon calaugn
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As a result of disgust of voters with the aggressind permanent election campaign,
political scandals, corrupt behaviour and cliestali several non-party initiatives came into
existence before the 2010 elections which, thaonkgheir well thought-out marketing and
media attention managed the impossible — to ex@hahty out of 200 members of
parliament. The two biggest traditional Czech par®DS and’SSD suffered major losses,
when voters markedly often did not vote for poldns connected with obscure corrupt
environment in the Czech Republic, even though these nominated as top candidates by
their parties. Disappointed voters refused theabielur and politics not only of specific
political parties but also of specific politiciand/ho profited from this were new political
parties TOP 09 andd¢i verejné (the Public Affairs Party).

Figure 4 — Example of a negative 2010 election cagn

" SEM UNAVENY |
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Tools of negative election campaigning in the CzedRepublic
If we analysed tools used in Czech negative electampaigns, we could divide them
into several categories:

» Outside advertisement — billboards. The biggest bermof negative election
campaigns can be seen on billboards placed by raadisn towns/cities. From them,
it is best possible to judge the volume of finanre®sted in an election campaign.
Whereas large parties sometimes start their electinpaigns up to half a year before
elections, small parties usually start campaigranty one month before an election.
The astronomic amounts of money invested in electampaigns can be seen in
Table 2.

» Anti-party web pages — a new phenomenon amongegasdithe creation of web pages
parodying a rival political party. Where&3SSD relied mostly on billboards, ODS
started a web page called http://cssdprotivam cg¢dagainstyou), to whiciSSD
reacted with a similar we page called http://wwwdramemoc.cz/ (blueillness).
Apart from party web pages, there are also web gafi@mon-party initiatives — e.g.
the initiative “Defenestrace 2010”, with the slodaircle those at the bottom” which
called on voters to give preferential votes to lds four candidates on the candidate
lists. The argument was that these candidatestlaedéast likely to be involved in the
corruption machine”. The initiative “Vy#iite politiky.cz” (Replace the politicians.cz)
from 2010 called on people to turn out in as higinhers as possible. The objective
of this initiative was to persuade young votersraye Internet to participate in the
election and cast their ballots for new or incotrp@rties. Also mentioned can be web
pages called http://www.zmenpolitiku.cz/ (changéms) and http://nevolte.cz/
(dontvote).

» Other marketing tools — mostly one-off, less siguaifit tools, for example showing the
solidness of pre-election promises of a rival pamyan old rusty Skoda 1203 or an
adaptation of a popular board game with the titdafi, do not vote for them!” or
various games on the Internet or for mobile phones.

33



Conclusion

In the last 6 years, the use of negative electampaigns has become an integral part
of election campaigns in the Czech Republic onlalkls. It makes election campaigns
substantially more expensive and reduces the poguret only of political parties, but also
of all constitutional institutions. Another worrgrirend is the vulgarization of campaigns and
the significant deterioration of political cultuaeross the political spectrum. Political parties
“throw dirt” at each other, which distracts thenorfr solving real problems. This leads to
generalization of election topics, with no offerggfecific solutions, and to populism in some
political parties. The deterioration of politicallture also leads to lower election turnouts and
to growing disinterest and apathy of voters towgpditics. A change in this regard was
brought by non-party initiatives before the 2018cébn, when 57% of existing members of
parliament were replaced. Disappointed voters egfube behaviour and politics not only of
specific political parties, but also of specificlifoians. Who profited from this were new
political parties.

But let us return to the contents of negative cagmnsand to the tools used in them. It
is obvious that not all features used in electionghe USA or in Great Britain can be
successfully applied in the Czech Republic. Fomgxa, when ODS copied the concept of
David Cameron (Great Britain) with rolled-up slegvé had no significant impact in the
Czech Republic. In regard to the use of negatarapaigns, the clear leaderd$SD which
not only hired a foreign consultancy company caP&8, but also invests the most money in
election campaigns. The reason behind this casb®le as political opposition. Thanks to
the volume of money invested in the 2010 electiamgaign, it managed to negotiate
exclusive rebate conditions with advertisement agsn — 75% discount on outside
advertisements and almost 90% on printed adverée&n The intensity of negative
campaigns is also negatively influenced by pretelacsurveys, for example in the case of
predicted deadlocked results. So far, in no palitgarty in the history of the Czech Republic
has the amount of negative campaigning exceedecati@unt of positive campaigning,
althoughCSSD came close to 50% in the 2010 elections.
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Even though negative campaigning plays an impor{antne may even say an
indispensable) role, it should not be overratedth Czech Republic, some elections are
taking place almost every year; the year 2010 wasetimes called a “super election year”
when three elections took place — general electiomsnicipal elections and senatorial
elections. For the year 2014, four elections ahedaled in the Czech Republic. The higher
frequency of elections and the use of negative eagnpg will probably lead to a higher and
higher professionalization of election campaign$iese renowned foreign specialists are
hired to manage the elections. In conclusion, dutth be noted that every political party
should possess a sufficient amount of self-refbec&nd if it is unable to correctly analyze
election results and does not learn for the futtine, next elections can turn out to be a
disaster, which can even signal its possible depaifrom the political scene. This can be
shown on the example of several smaller politicaitips. In this case, not even negative
campaigning against other parties will help.
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Abstract

Shortly after joining the EU, we decided to condsearch focused on investigation
similarities and differences in dealing with inteitaral differences in interpersonal
communication on representative sample of Czech Gatman managers. The research
consists of three stages, which was attended loyah df 240 respondents (180 respondents
completed the research). Based on the resultseafettearch were created several specialized
workshops. Managers looked for synergistic apprdactiealing with intercultural conflict
situations. Our aim is to manage control resedrahdddresses the question of whether in the
course of evolution of the situation in the timdiieh approach was changed more - Czech or
German managers.
Key wodrs: Research, G. Hosfstede, hypothesis., cultural atalsd

Shortly after joining the EU, we decided to condsearch focused on investigation
similarities and differences in dealing with inteitaral differences in interpersonal
communication on representative sample of Czech Gadman managers. The research
consists of three stages, which was attended loyah df 240 respondents (180 respondents
completed the research). Based on the resultseeafetearch were created several specialized
workshops. Managers looked for synergistic appraactiealing with intercultural conflict
situations. Our aim is to manage control resedrahaddresses the question of whether in the
course of evolution of the situation in the timdnieh approach was changed more - Czech or
German managers.

After joining the EU much more foreign companiegbn to establish themselves in
our country. Those who implemented the intercultaranagement found themselves in an
unexpected communication problems. Clashes whiahagers from the intercultural teams
had to solve against ,single cultures® have grownrdensity Open minded could think that
the reasons are logical and trivial.

As the work psychologists - we have found outeepmkr analysis that the more clear
problems have appeared in the communication gragpsss the company in management,
motivation and classification. The real essencetl#d problems was latent — hidden
communication problems. They were not openly disedsfor various reasons: due to an
influences and a status of various managers witichwtine problems have arisen, from the
endeavour to enforce the ,functioning” methods afisons from their native country, from
the unfamiliarity of the cultural differences et&s the requests wishing to solve these
situations have appeared more often, we decideth&r systematical clarifying and looking
for existing regularities which could lead to thenlaments of professional and goal-directed
educational program. We have defined the main petens of the most frequent customers of
past year and we reached for our important targeupy Czech-German machinery
companies. We decided to conduct the researclojutem.

As the main target of our research we have sabudmd out the accords in solving
and coping the intercultural communication differes on a chosen example of Czech and
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German managers. As a follow-up targets of thearebewe have planned to compare
presentation of intercultural purviews in a multiaual process in a group of Czech and
German respondents and then compare obtained dhatahwse ones obtained in a likewise
specialized research projects.

In defining the assumptions and utilizing the e@sk methods (mainly the projective
ones) we started from the popular theory of G. Haofswith regarding to its competent
critical reviews. His five characteristics have vegl us as a diagnostic instrument for
surveying positions of Czech and German culturagnteally combinations of their
placement in existing domain. We have achieved mapan in aid of our existing
experience, in regards to the most frequent proafensituations from work experience and
findings from similar research projects. We haeéireed one hypothesis to each Hofstede’'s
characteristics which we then have tested in cagaech:

H1 We assume that clashes in a mutual communicatimmsg Czech and German managers
are caused by a different view on keeping accepterhs , rules, executed schedules and to
an ability to communicate unambiguously and cleéstyall/big effort to avoid the risk).

H2 We assume that Czech managers accentuate torttassger’s attributions (concerning
influence and direction), which show the need addyeelations, German managers accentuate
to a dynamic and goal-seeking behavior (small/istpdce from the power positions).

H3 We assume that Czech manager in a communicptmsess markedly tries to avoid
conflicts and market depends on a relation netoinirsg the problems, German manager
asserts his own responsibility, he is not afraidgofng into conflict and affect current
relations.

H4 We assume that Czech managers assert on maitiycalied feminine values (bearing on
social relationships, disposition to a sympathdtehavior, modesty and compromises),
German managers are markedly oriented to suchdcatiasculine values (bearing on
accomplishment, firmness, success, assertive teregn(ascendancy on feminine/masculine
values).

H5 We assume that the importance of the term ,effecthanager” is understood from the
side of Czech managers as a distinctive specialistanch with an ability to solve creatively
(operatively) the unexpected problems, from thee sif German managers as a verbally
skilled worker oriented to a along termed goalshvat wide range of skills from various
branches. (Short termed/long termed orientationtaedvay of views on the own social role).

We have divided our research to three differegpigcialized stages, which concurred
to each other and gave us chances to specifyesfiigi of used methods and allowed us to
capture big amount of case studies. For the reseeechave used quantitative and qualitative
methods. We have carefully chosen respondents¢e teriods, parameters as the length of
managers’s job, length of the job in the multiaaticompany, length of residence in the
Czech environment etc. were among criteria. In dizgphe research methods at the German
managers we have capitalized on the knowledge @fobthe members of the research team,
who used to be an expert in culturology and haédiiin Germany for twenty years. By this
we have empowered the managers to use their niainggiage and catch a very delicate
nuance during communication.

In the first period the main method was an open dialogue and obsenvatie have
found there the critical situations which then haserved to create questionnaires and
projective methods. Simultaneously we have reathedanost frequent words, which we then
used in the following periods utmost — we have afdled them to questionnaires, half
structured interview etc. Such called critical attan looked like too noticeably.
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We have elaborated from them ten such called &ymigsis situations which we then
processed to a projective method in the secon& sthgur research.

Chart. 1: Description of the most frequent litigious situations (descending in accordance
to its frequency):

Category Frequency
1. use of work hours 16
2. keeping the terms and arrivals in accordance to aagreement 15
3. the way of explanation in vocational troubleshoots 13
4. departure from the work place to keep friendly conacts 12
5. setting up the priorities and their systematic abiénce 11
6. initiative and devoted attitude (considered often #§ German 10
managers as synonym!)
7. attitude to show an interest in the company 10
8. accent on definition of the job description and inbrmation rooting 10

from the company

9. display of personal responsibility and ingress to antrol
subordinates

10.view on a turnout on company events

11.accent on personal image

12. superiority/subordination of one of the sides

13.appreciation of manager as an authority

14. attitude to men and women

15. attitude to theorization and practicality

16.accent on education, training and adaptation

17.prejudices on Czechs and Germans

18. coping of Czech/German language

19.requirement of helpfulness/professional in areas naonnected with
work

20.relation to work and family

P FEPNNMNNMNWARANOO OO

Source: SRNCOVA, J. Specificity of manager's commueation in the multicultural environment. Thesis,
Prague: Charles” University 2006, p.196.

The half structuredquestionnaires, qualitative questionnaire basedtle@matic-
apperception test and semistructured test and sentiged interview were useith the
second stag@nd observation and open interview were used aswplementary method.

Data, obtained from the half structured questiomnanere transformed to a double

dimensional scale and then elaborated with the biegtatistic analysis. That came from the
nonparametric statistic (data were analyzed onoadihal scale in range 1-10). To an each of
researched domain the box like graph has been rootexd, which represents objective

comparison of proposition of Czech and German mensag o compare the propositions of
Czech and German managers the nonparametric Mantm&yHU test test has been used for
analysis
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Picture.1: Example of graphic comparison of expresons of Czech and German
managers at H1
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Source: SRNCOVA, J. Specificity of manager’s commueation in the multicultural environment. Thesis,
Prague: Charles” University 2006, p. 277.

From the results of this graph arises that thecneanager doesn’t prefer keeping the
rules or even doesn’t have a need to mind normsemelule, he is satisfied with operative
and time consuming situations. German managepjseaiated as a man who keeps the
detailed keeping of norms, still controls and waantkave an overview.

German manager has a similar opinion: sees his‘,0erman colleagues as a
precise, faithful, concrete; conversely Czech marmgtakes as not very precise,

40



unforeseeable, with doubtful expression. Both gsoop managers have the exactly same
opinion on this dilemma.

All assumptions of the research are elaborateddiméar way, with more exact expression
and quoted annotation.

Another pivotal method form the second stage of oesearch was the qualitative
guestionnaire based on a thematic-apperception test

Picture. 2: Example of one picture (one from ten) foqualitative questionnaire based on

thematic-apperception test

1.

Man — workshop supervisor comes to a hall wheraatk behind their machines, only two workers chhat manager says about it?

Source: SRNCOVA, J. Specificity of manager's commueation in the multicultural environment. Thesis,
Prague: Charles” University 2006, p. 262.

The whole qualitative questionnaire contains ofgetures with the next issues:

1.

2.

Man — workshop supervisor comes to a hall wheravalk behind their machines, only
two workers chat. What manager says about it?

Worker comes to the gatehouse, perhaps he conesdain. What is the reaction of
German manager and the Czech one?

3. The deadline for submissions of the order is npt k@manager needs an explanation.
4.

Manager is passing by the canteen and sees twis cubsidiaries chatting there out of
the regular break.

Secretary is in a time pressure, doesn’t keep #aal dine, but is seen watering the
flowers.

Manager received the conclusion on the continuafican order, he is not satisfied and
asks presents for suggestions for improvement.

Four people stand in front of the call board whare displayed the shots from the
company event, photos of employees, graph of prbfanager passes by, hears their
conversation. What are they talking about?

Manager returns earlier from the training and $eesof his employees in a friendly chat.

How does he react? What does he tell them?
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9. Accountant leaves during work hours from the off\déhy — what is your experience?
10.Only half of the employees turned out at the comfmparty. You are beginning with the
speech, how will you comment on it?

Critical situation from the questionnaire served dontrol the results from the
assumption testing but we also planned to reach iust frequent shade of the
communication act of the Czech and German managerdhe comparison we have used the
Bales” system of observing categories and stat@stalysis. During processing of data we
have divided the propositions into groups calledopwsitions of Czech managers” and
~propositions of German managers”. Then we haveddi/ them in accordance with their
emotional shade, created for the Bates” systerhs#roing categories. From the results of the
second stage of our research emerged the follogonglusions:

.H1 results confirmed, that Czech manager has al slisglosition to avoid the risk, German
manager has a high disposition to avoid the riskh lgroups apprehend this issue same way;
H2 results confirmed, that Czech manager apprehdedsmall distance from power position,
German manager apprehends the big distance fronerpp@sition; both groups apprehend
this issue same way;

H3 results confirmed, that Czech manager uses itje $cale of collectivism in action,
German manager prefers individualism in actionhlgybups have a same view on this issue;
H4 results confirmed, that Czech manager prefersini@e values in action, German
managers prefer masculine values; both groups $&we view on this issue;

H5 results have unapproved unambiguously defingubtimesis: Czech manager supports the
opinion that Czech and Germans have the samedattitithey orientate themselves to a long
term attitude; German manager supports the opithianCzechs are very ambiguous in their
expression®.

Results of the qualitative questionnaire and seuutired questionnaire confirmed
eminently the results of tested hypothesis.

We have stepped up tbe third leg of the research after reading the expert liteeatur
concerning the similar researches from the pastsyeafter studying it we have found out
that our results from H5 are different. So we sutedipropositions of the Czech and German
workers to the Czech and German managers anddet fubsume to Bates™ scale. For the
purpose of control we have let to work on the sdask their subsidiaries — results of
managers and subsidiaries coincided again withctimelusions from second stage of the
research.

Results of the whole project have pointed on &diht view of cultural norms in a
group of Czech and German managers. It is a gréupodkers on which the success of
cooperation and its long termed aim, fulfilling stfategic plans depend. Even if our group
contained respondents who could communicate wahilanguage (German) it didnt mean
an automatic understanding and comprehension. Hatritts necessary to know the culture
and mainly its different aspects which cause sualled communication distances of two
cultures.

The results of the research have been used tocateymed educational project for
multicultural companies. Goal-directed courseswantkshops were created on its base, their
aim is to connect both cultures and streamline alutammunication, especially on leading
positions.

Currently, we plan to repeat this research and fut, if the behavior of both
managers” groups based on a many years of coaperaéive changed, if more positive
understanding and appreciation happens and if soane going to move to a direction of
mutual tolerance.
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SELECTED ELEMENTS OF THE POLISH ARMED FORCES’
SUPPORT FOR CIVIL AUTHORITIES IN COMBATING AND
ELIMINATING THE EFFECTS OF NON-MILITARY THREATS

Abstract

The primary mission of the Polish Armed Forcedinme of peace is to support civil
authorities in combating and eliminating the eféeat non-military threats. The legal grounds
for the implementation of this mission are dispdré® a number of acts and regulations
resulting from them and do not constitute unifoegulations. The Polish Armed Forces can
be used to support civil authorities in counter@éasm operations and maintenance of public
order, search and rescue operations, in situatibas require the use of specialized
equipment, as well as cleaning the area from tlpdosiwve and dangerous objects of military
origin and their neutralization, to monitor and lexae the non-military threats’ effects,
liuidate chemical and radioactive contaminatioepair and reconstruction of destroyed
technical infrastructure and ensure openness aitesp counteract epidemics, hygienic and
sanitary actions, give first aid and eliminate bgtal contamination and infections,
moreover to evacuate people and property and ttegrohe area during the non-military
threats.
Key words: non-military threats, support of civil authoritjeg&\rmed Forces of the Republic
of Poland.

The Polish Armed Forces participate in a nationasic management system,
constantly developing its ability to assist theevaint public authorities and the society in the
event of natural disasters, man-made disasters t@nbrist threats An efficient
implementation of these tasks requires not onhallegounds that would be adequate to
current threats, but also pre-defined tasks ofracteon with the non-military subsystem,
government and local government authorities as agethe relevant procedures of the use of
allocated forces of the Armed Forces of the Republi Poland. What is also crucial is to
allocate all the possible to employ forces and @araccordance with the potential that the
Polish Armed Forces have, their training, maintam proper operating condition and provide
additional equipment taking into account the needambat and eliminate the consequences
of non-military threats

The legal grounds of the civil authorities supportcombating and eliminating the
effects of non-military threats and the range sksaperformed by the Polish Armed forces
are contained in the acts ostate of emergency, natural disaster, crisis managd, the

! Por. Strategia Bezpiearstwa Narodowego Rzeczypospolitej Polskiej, Warsza0@v, p. 25.

2 A non-military threat is a type of a threat, whéfere occurs a danger of a situation which cabhsesan and
material losses, destabilization of developmentfandtioning of the state, causing tensions anceaamty, or
that could lead to uncontrolled development of ¢évatestabilizing the state. Such threat may beechby
natural phenomena or human activity including téstaactivities and social conflicthe source: J. Falecki,
Udziat Sit Zbrojnych RP w zwalczaniu i likwidowangkutkow zagreen niemilitarnych, the doctoral thesis,
AON, Warszawa 2008, p. 34.
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Police and the universal duty to defend the RepuddliPoland and the executive regulations
issued on their basis

During the state of emergency the Polish Presidantthe request of the Prime
Minister, may decide to use units and subunitdhefRolish Armed Forces to restore normal
functioning of the state if the applied forces amelans have been exhauététbwever, in the
executive regulation tehe Act of 21 June 2002 on the state of emergehayas only
generally determined that "the units of the ArmedcEs perform the tasks according to their
special training and equipment, and the executiiias'™.

During the state of natural disaster, if the usetber forces and means is impossible
or insufficient, the Minister of National Defenseaynat the disposal of governor, at whose
area of operations a natural disaster occurs, aothe subunits and units of the Polish
Armed Forces along with directing them to perfoasks related to preventing the effects of
natural disaster or to eliminate th&nit is important that the Regulationttee Act of 18 April
2002 on the state of natural disastifines the scope of tasks performed by the awhich
include:

- participation in the monitoring of threats;

- performance of tasks related to the assessmenheofetfects of phenomena

occurring in the area of hazard;

- performance of search and rescue tasks;

- evacuation of injured people and property;

- performance of tasks aimed at preparing the canditifor a temporary stay in

designated places of the evacuated population;

- participation in the protection of property lefttime area of occurring hazards;

- isolation of the area of hazard occurrence or thegpof rescue operation;

- performance of security, rescue and evacuation svatkhe threatened wealth of

culture;

- conducting works requiring the use of specializedhhical equipment or

explosives that are in the resources of the Pdlrsted Forces;

- removal of hazardous materials and their dispogalde of forces and means

being in the equipment of the Polish Armed Forces;

- eliminating biological contamination and infectipns

- performance of tasks related to the repair and ngtoaction of technical

infrastructure;

- participation to ensure the openness of routes;

- giving first aid, performance of hygienic and sanytaction as well as counteract

epidemics.

It is also possible to use the Polish Armed Fomeigisout the introduction of states of
emergency. Thus, undére Act of 6 April 1990 on the Policehere the use of armed police

*According to the current legal status, the Pofsined Forces serve the auxiliary and supporting fot the
non-military subsystem in situations where the powef other forces and means have been exhaustateor
insufficient. The exception is the situation comieg terrorist threats from the air attack of RENHUE type,

in which the Polish Armed Forces play a leading raind the non-military subsystem the auxiliargrol

4 Regulation of 21 June 2002 on the state of emeyg€lournal of Laws No. 113, item 985 of 20 June 3002
sec. 11.

®> Regulation of the Council of Ministers of 6 May 3@ the detailed rules for the participation obsmits and
units of the Polish Armed Forces during the stdternergency(Journal of Laws no. 89, item 821, 2003), § 2. 3.
® The Act of 18 April 2002 on the state of naturabgiter(Journal of Laws No. 62, item 5581), art. 18.

" Por.The Regulation of the Council of Ministers of 20 fery 2003 on the detailed rules for the partidipa

of subunits and units of the Polish Armed Forcepraventing the effects of a natural disaster @itlmemoval
(Journal of Laws of 10 March 2003), § 2. 1.
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units and subunits is insufficient, the Polish Riewst at the request of the Prime Minister may
decide to use units and subunits of the Armed oroethe situation:
- of the universal danger to life, health or freedwingitizens,
- of threat to property, important state facilitiesladevices,
- of terrorist attack threat, where the use of arrpetice units and subunits is
insufficient,

At the same time, in case of threat to security @ualic order, where the police forces
are inadequate, the Prime Minister, at the requastthe Minister of Interior and
Administration agreed with the Minister of NationBefense, may order the use of the
Military Police to assist the Polite

Furthermore, in accordance witie Act of 21 November 1967 on the common duty to
defend the Republic of Polanithe Polish Armed Forces can participate in comgatatural
disasters and elimination of their consequences;temorist activities, search and rescue of
human life operations, as well as in clearing argfaexplosives and dangerous objects of
military origin and their disposal.

However, undethe Act of 26 April 2007 on emergency managepiénihe use of
other forces and means during the state of emeygena@mpossible or insufficient, the
Minister of National Defense, at the request of &oaer may delegate at his disposal subunits
or units of the Armed Forces of the Republic ofdpdl to perform tasks from the scope of
emergency management. The tasks of the emergenwgement include:

- participation in the monitoring of threats;

- performance of tasks related to the assessmenheofetfects of phenomena

occurring in the area of hazard;

- performance of search and rescue tasks;

- evacuation of injured people and property;

- performance of tasks aimed at preparing the canditifor a temporary stay in

designated places of the evacuated population;

- participation in the protection of property lefttime area of occurring hazards;

- performance of security, rescue and evacuation svatkhe threatened structures

and monuments;

- isolation of the area of hazard occurrence or thegpof rescue operation;

- conducting works requiring the use of specializedhhical equipment or

explosives that are in the resources of the Pdlisted Forces;

- removal of hazardous materials and their dispogalide of forces and means

being in the equipment of the Polish Armed Forces;

- chemical decontamination and elimination of biotadi contamination and

infections;

- removal of radioactive contamination;

- performance of tasks related to the repair and ngtcaction of technical

infrastructure;

- giving first aid, performance of hygienic and sanjtaction as well as counteract

epidemics®.

To accomplish the above mentioned support of enrthorities tasks in combating and
eliminating the effects of non-military threatsaiered in different legal acts, there are held
within the Polish Armed Forces the designated sthdorces and means ready for use, in

8 The Act of 6 April 1990 on the Poligdpurnal of Laws No. 277, item 2742 of 2004), 4&.
° |bidem art. 18 a.
19por. The Act of 26 April 2007 on emergency managedenirnal of Laws 07 no. 89 as amended), art. 25.
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accordance with th&Emergency Management Plan of the Ministry of NaloDefense™.
This plan was developed in accordance witle Act of 26 April 2007 on emergency
managementwhich obliges ministers in charge of governmeepattments to develop an
emergency management plans, which in particulae tato account: analysis and evaluation
of the possibility of threats occurrence, includicdfical infrastructure, specific ways and
means to respond to threats, and mitigation andhimdition of their consequences,
organization of the threats’ monitoring and exemutof tasks of permanent duty within the
advanced readiness of state defense and the pagjani of tasks realization in the field of
critical infrastructure protectidh The objective plan consists of the main bodyedats
register and annexes. The main body describes aotbeg things: the scope of the plan, the
tasks of the key officers of ON resort, ways ofivatton and withdrawal of the allocated
forces, logistics safeguards modes or the rulesoaimand and communication securities.
The register of threats contains classification arafief description of selected factors from
the area of non-military emergency threats wheeeallocated forces and means of the Polish
Armed Forces can be used for the neutralizatior/ amdemoval of the consequences of their
occurrence. The annexes contain information tHatvao plan and use allocated forces and
means of the Polish Armed Forces to implement fipdasks resulting from the current legal
status in the event of an emergency situation wéramilitary natureThe plan contains the
following annexes:

Annex no. 1 - The use of the Polish Armed Forces in counter-tesno and maintenance of
public order operations.

Annex no. 2 -The use of the Polish Armed Forces in isolatingatea of hazard and in the
security, rescue and evacuation workshet threatened structures and monuments.

Annex no. 3 The use of the Polish Armed Forces in search asdug operations.

Annex no. 4 -The use of the Polish Armed Forces in situationguireng the use of
specialized equipment and clearing the area ofastpé and dangerous objects of military
origin and their neutralization.

Annex no. 5 -The use of the Polish Armed Forces in the monitpand evaluation of the
effects of non-military threats.

Annex no. 6 -The use of the Polish Armed Forces in the liquatatof chemical and
radioactive contamination.

Annex no. 7 -The use of the Polish Armed Forces in the repaid agconstruction of
destroyed infrastructure and assurance of the opssif routes;

Annex no. 8 -The use of the Polish Armed Forces in counteraadipiglemics, hygienic and
sanitary actions, giving first aid and eliminatibgplogical contamination and infections.

Annex no. 9 -The use of the Polish Armed Forces in the evacoaifgpeople and property
and protection of the area during the non-militainyeats.

Annex no. 10 -Protection and preservation of critical infrastruce facilities used by
MON",

* The Emergency Management Plan of the Ministry efdBse brought into effect in the Armed Forceshef t
Republic of Poland with the order no. 1125/0OPERSPe Chief of General Staff on December 22, 2010

12 por. The Act of 26 April 2007 on emergency manageidenirnal of Laws 07 no 89 as amended), art 12 par.
2.

%1. Banasik, the lecture on 18 January 2011 at WatdBiezpieczastwa Narodowego Akademii Obronny
Narodowej orZadania i organizacja Centrum Zamdzania Kryzysowego Ministerstwa Obrony Narodowe;j.
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According to ,The MON’s Emergency Management Platiie Polish Armed Forces
keep in the alert for use about 9,525 soldiers 2/4%0 units of equipment including: 4
planes, 37 helicopters, 37 PTS transporters, 743serountry trucks, 317 pick-ups, 55
emergency vehicles and 32 specialized vehitles

The Polish Armed Forces can support the Ministryntérior as part ofhe counter-
terrorism and maintaining public order operations in the scope of: the support of actions
of anti-terrorist subunits of the Police, strengihg the protection and isolation of objects,
including objects of particular relevance to theusgy or defense of the state as well as
searching the areas, support of the specializadnscof the Police as well as assistance for
the Police operations in maintaining public ordgpexially during the unrest caused by social
discontent groups or large mass events. The pahdgrces allocated for anti-terrorist
operations are elements of military intelligenceeaal forces, elements of the air defense
system with the fighter air force means on duty airdtransport means for the transit of
special forces and other battle subdnitfhe Armed Forces can fight and remove the effects
of a terrorist attack from the air, at sea andaom!

During the fight against terrorist attack from tie of RENEGADE typ¥ a key role
play forces and means of the Polish Air Force oty theing on alert duty within the NATO
Integrated Air Defense System. In the event of éack of "Renegade” type the Duty Air
Defense CommandEy after the conducted analysis, depending on tlgregeof certain
criteria fulfillment qualifies an aircraft to oné three categories: SUSPECTED RENEGADE,
PROBABLE RENEGADE and CONFIRMED RENAGADE. He qua@s to a specific
category basing on information that can be obtafr@a: the national air traffic management
authorities, civilian and military airport bodied the air traffic service, the air traffic
authorities of other states of the command poshefNATO system or the commander of
interceptot®. In the case of classification of the aircraft @®ONFIRMED category, the
procedure to decide on its destruction is as fatow

- The Duty Air Defense Commander submits to the Mami®f National Defense a

report on the situation with the grounds to qualdy CONFIRMED category and
application to decide on its destruction,

- The Minister of National Defense decides whethedéstroy or not destroy the

aircraft’,

- The Duty Air Defense Commander forwards the denismthe forces completing

the missiof’.

The principal forces allocated to counter terrotiseats at sea are the Naval forces:
ships on duty, reconnaissance aircrafts, helice@ed the Naval special forces, and the naval
assault group (a combat team) from the GROMUnthe allocated forces can implement the

4 |bidem.

> Lt. Z. Pitek, Zasady @ycia sit zbrojnych podczas zages niemilitarnych Problemy Ochrony Granic,
Bulletin no. 33, p.6.

' The RENEGADE term refers to a civil aircraft thdnes not comply with the requests of the air teaffi
management authority and can be used as a meaais tefrorist attackPor. The sourceRegulation of the
Council of Ministers of 14 December 2004 on thecpeding in the application of air defense agafostign
aircraft not complying with the calls of the stataffic managemerdrt. 2 par. 2.

"By the Duty Air Defense Commander one should uridacsthe Air Force Commander of the Polish Armed
Forces or other officer of at least a brigadieregahrank appointed by the Air Force CommandehefRolish
Armed Forces to serve as the Duty Air Defense CondeaThe source: Ibidem, art. 2 par. 3.

¥bidem, art. 4.

*The Act of 12 October 1990 on the protection of stete border(Journal of Laws No. 78, item 461,
as amended), art. 18b.

2 |bidem, art. 6,7.

21 7. Piatek, Zasady gycia sit... , wyd. cytp. 8.
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anti-terrorist tasks in the territorial waters asghports for all ships in international waters
only with reference to ships under the Polish flag.

In the event of a terrorist attack on land, thésRoArmed Forces may participate in
execution of the following tasks:

- monitoring of threats and conducting reconnaissancdjects,

- the air transport of anti-terrorist subunits,

- liquidation of groups and terrorist organizatiorssveell as demolition of terrorist

infrastructuré?,

- release of hostages and recovery of hazardous ialatand military equipment

from terrorists,

- the detection and removal of explosives,

- the protection of important people and objects,

- performance of tasks in the field of psychologitapact on people's behavior,

favorable in the achievement of desired goals,

- the cover and isolation of determined objects, spatlocated streets or cities,

- liquidation of effects of terrorist attatk

The main activities carried out by specialized sutsuin_the scope of repair and
reconstruction of damaged technical infrastructureand assurance of the openness of
routes that the Armed Forces execute together with lcamathorities and non-military
subsystem entities include:

- protection of bridges, locks, water dam construngicand other hydraulic
structures on the rivers by:
- ice crushing, ice jams breaking,
- execution of mine works connected with the remaifailce-cap and ice
jams,
- temporary repair of road and bridge infrastructure,
- restoration of the damaged road and bridge infiagire,
- maintenance of openness of routes.

The participation of subunits and units of the $tolArmed Forces in counteracting
floods and ice phenomena is aimed at direct prioteadf objects, people and property
threatened by the effects of the high water flow e flow, and in particular:

- recognizing and determining the degree of the thokHood areas,

- protection of bridges and hydraulic structures byshing ice, ice jams
breaking, loading the bridges, etc.,

- protection of the flood banks by their temporamngsgthening,

- removal of obstacles causing water dams,

- temporary repair of roads and bridges,

- evacuation of people and their property from paftady threatened and
flooded areas and left property protection,

- delivery of food, medical supplies, drinking wat@nd fodder to the areas
covered by the flodd.

2 The objective task results from the amendmenhefAct of 6 April 1990 on the Police, which enables use
of subunits of the Polish Armed Forces in counggretrist operations with the use of firearms urtther terms
determined for the policemen without introductidrite state of emergency.

2 As a result of terrorist attacks there may ocduwermena exhausting the traits of natural disasterh as
floods, fires, mass occurrence of infectious dissasr radiation, chemical and biological contanigrator
construction disasters.

43, Falecki, Udziat specjalistycznych sit frodkéw Wojska Polskiego w dziataniach ratowniczyfh:]
Ratownictwo w sytuacjach kryzysowythScientific Conference ,Zanrizanie Kryzysowe”, Szczecin 2004, p.
41,
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The fundamental substance of the forces allocébedounteract floods and ice
phenomena are the forces and means of engineersnapdrticular engineering rescue
battalions, equipped among others in the bridgiggimment (amphibious tractors, assault
crafts). This equipment is used for the evacuatibpeople and their property, as well as the
distribution of food, medicine and other basic rsdges to the flood affected areas. In
readiness for action remain mine groups on helerspequipped with explosive for crushing
ice jams to prevent flooding and protect waterasfructure (bridges, sluices, weirs, etc.) To
rebuild the infrastructure destroyed by the passaigthe flood wave there are prepared
appropriate groups endued with engineering equiprfiildozers, excavators, cranes, etc.).
There is also the possibility of introduction irgtction of forces and means of general-military
subunits to the cleaning and protection wotks

According tothe Act on the state of natural disastalso the subunits and units of the
Polish Armed Forces can be used for the operatibrsnow clearance of routes and
infrastructure facilities of significant importanéer the efficient functioning of the state in
cases of torrential or long-lasting snowfall, asswmthe traits of a natural disaster. The
subunits and units of the Polish Armed Forces @uaded only when the forces and means of
the Ministry of Infrastructure has been fully exjptol for snow clearance and the military
assistance will guarantee the possibility of projperctioning of the staf8 The main tasks
carried out by the military in the operation of ancearance include:

- participation in snow clearance and maintenanceoofes and transport
junctions clearance that are of significant impact for the efficient
transport functioning,

- evacuation of passengers from trains, cars or otherans of
communication being trapped in snow drifts,

- snow clearance of important state-controlled econfamilities,

- provision of necessary means and materials suppliespassable and
isolated areas.

The military forces allocated to snow clearanceerafjons use an engineering
equipment depending on the demands (such as ploumhislozers, excavators, cranes,
tippers) and evacuation equipment (pick-up trudieicopters, etc.) for the evacuation of
people and their property, and to distribute fooadicines and other basic necessities in
areas impassable due to snow cover. The suppovidem by the armed forces to civil
services in snow clearance operations is partigularportant in allocation of specialized
engineering and evacuation equipniént

The Polish Armed Forces have the capacitghamical and radioactiverecognition
anddecontamination generated in the country’s territory as a restiiats of terrorism with
the use of weapons of mass destruction or faildest(uction) of objects with the industrial
toxic agents, as well as the removal of consequeataatural disasters. For this purpose the
Early Warning Subsystem elements of the Polish ArrRerces and Chemical Emergency
Response Subsystem are kept in readiness.

The Early Warning Subsystem is responsible for igling information to the command
bodies on the occurrence of contamination, relea$eshemicals and radioactive agents
incidents caused by incidents other than the impkatapons of mass destruction, as well as
the development of applications and proposalseérsttope of alerting and warning. The main
tasks of this subsystem include:

% 7. Pitek, Zasady #ycia sit... , wyd. cyt., p. 10.
3. Falecki, Udziat Sit Zbrojnych RP w kryzysactzpmilitarnych na terenie RP, [w:] Zadzanie kryzysowe
w transporcieddowym na Pomorzu, | Scientific Conference ,Za@zanie Kryzysowe”, Szczecin 2003, p. 122.
"7, Piptek, Zasady #ycia sit... , wyd. cyt., p. 10.
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- monitoring the sources of contamination hazardsvalf as contamination causing
threat to military units and institutions;

- detection of radioactive and chemical contamination

- development of the contamination state assessment;

- warning and notifying troops and military institutis of the contamination threat;

- identification of radioactive and chemical contaation zones;

- marking the contaminated and dangerous areas;

- exchange of information with the non-military syst@f organizational units under
the terms specified in the cooperation organization

The Early Warning Subsystem consists of:

- Contamination Analysis Centre (CAC)the Management Point of the Contamination
Detection System is organized on its base. It dommss the essential element in
collecting, processing and transmission of infororatbout the contaminations,

- Contamination Analysis Centres (\d., SP, MW, IW SZ, KZ)/(Land Troops, Air
Force, Navy, Inspectorate for Armed Forces Suppdeghanized Corps)

- a network of base monitoring points operating oa Iblasis of duty services of the
military units and institutions as well as contaation detection sections,

- a network of automatic registration of gamma radiatate dose station (SAPOS-
90MS).

- sampling units and mobile and specialist analytiabbratories appointed to conduct
analyze§’.

The Chemical Emergency Response Subsystem is i@bjmfor assessing the risk in
the area of failure and removing the effects ofntical and radioactive contamination. The
fundamental tasks of Chemical Emergency ResponissyStem include:

- performance of tasks related to the assessmerttesfgmena occurring in the region
of hazard occurrence,

- reduction of the contamination spreading,

- chemical decontamination,

- removal of radioactive contamination,

- participation in the removal of toxic liquid indusi agents with the use of forces and
means being on the equipment of the Polish Armeddso

The Chemical Emergency Response Subsystem cordistise management and
coordination elements and response elements. [€hepts of management and coordination
consists of: The Commanders-In-Chief of OPBMR (IDs& Against Mass Destruction
Weapons) of the Polish Armed Forces WP, COAS (Gomation Analysis Centre),
Inspectorate of Military Health Service and OPBMPide Response Team. The OPBMR
Mobile Response Teais a prepared and equipped staff of experts, wikat the execution,
on behalf of the Chief-In-Commander of OPBMR SZ W@Pexpert and advisory tasks and
coordination of operations in the scope of OPBMRBaoization during the time of crisis or
emergence of contaminatioift. consists of: Operational Team, Contamination ebgon
Team and Biomedical Team.

Whereas, the response elements of Chemical Resthsys$em consists of: OPBMR
Mobile Laboratory, Chemical and Radiation Emergenegms of Land Troops and Chemical
Rescue Teams of Land Troops, Navy and Air Fofte elements of Chemical Emergency
Response Subsystem are prepared to remove thesefiecchemical failures, radiation
accidents and acts of terrorism with the use ofpwaa of mass destruction in the territory of

%8 Lt. E. Moskal,Wojskowe systemy rozpoznania i likwidacjizeka[w:] Zarzadzanie kryzysowe w transporcie
ladowym na Pomorzu Scientific Conference ,Zasrizanie Kryzysowe”, Szczecin 2003, p. 103.
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military (institutions) units. In addition, they rtdbe used to support rescue operations of the
chemical emergency response units of the non-myilitsystem in the elimination of
consequences of failures of objects with toxic adioactive industrial agents , in industrial
plants and on the transportation routes in thé&aeyrof the country in cases where the use of
other forces is not possible or is insufficient.

The OPBMR Mobile Laboratorys an organizational unit of COAS, designed for
sampling of contaminated materials and conductiitgogical, chemical and radiological
field studies. The laboratory also provides theessary data to assess the actual situation of
contamination and to assess the risk of Weapomdass Destruction. The main tasks of the
mobile laboratory, among others, include: collattigpreparation and transportation of
samples of materials contaminated with toxic warfagents toxic industrial agents,
conducting qualitative and quantitative analysis cbiemical, radioactive and biological
contamination or development of conclusions andpgsals of toxicity assessment
procedures, ways of the contamination impact onhiln@an body, protection methods and
pollution reduction and eliminatiéh

The Chemical and Radiation Emergency Response Jeaencreated temporarily
from the already designated and appropriately pespanilitary chemical subunitsThey
consists of: the command, the Chemical Emergengp&tese Team, The Contamination
Elimination Groups as well as Security Groups. Heosvethe Chemical Emergency Response
Group consists of the commander and four cheme&sduers. The action readiness for the
Chemical and Radiation Emergency Response Tearf tsodrrs from the signal receiving,
and for the Chemical Emergency Response Group I3 specified time does not include the
redeployment time. At the disposal of the CARERTHRG) commander there are two Mi-8
transport helicopters. The procedures of use oCtiemical Emergency Response Subsystem
elements provide for the use of the whole Teamwniical Emergency Response Group. It
depends on the scale of threat and the complex nttmaneeds of non-military subsyst®m
The basic tasks being performed by CARERT includeasurement of contamination in the
area of failure, identifying chances and conditiamisconducting the rescue operation and
removal of causes and effects of the failure, redocof contamination spreading,
participation in the neutralization of liquid toxindustrial agents and decontamination of
people, equipment, buildings, installations andilanthe area of failure (including those due
to acts of terrorism).

The Polish Armed Forces support civil authoritiesituations requiring the use of
specialized equipment and in _clearing the area fronexplosive and dangerous military
objects and in their disposal Within the scope of the procedures concerning ei@tuwf
this task, the government authorities or the paliogs accept reports on finding explosives
and dangerous objects from people, institutioretesand state-controlled economies units,
verify whether the reported object is explosive aashgerous, secure the place, assess the
degree of risk to the immediate surroundings aridrim the appropriate military unit. The
time of execution of the report, which consistsseturing the findings and disposal and
destruction of the found explosives and other demgeobjects, is less than 3 days from the
date of notification, and applies only to findingsmilitary origin®*. The urgent reports, i.e.
such that report on the detection of explosiveslamgerous objects wherever they pose a

2 Lt. P. Maciejewski, W. Robak, Mobilne Laboratoriudbrony przed Bromi Masowego Rzenia — nowy
element systemu wykrywania sie, Research Bulletins of WSOWL, no. 1 (147) 2008,@6-107.

% Lt. P. Maciejewski, R. Pich, Wspolpraca Wojsk Clenych i elementéw podsystemu niemilitarnego
podczas likwidacji skaen po wyciu ,brudnej bomby” — analiza mbwosci sprztu wojskowego, Research
Bulletins of WSOWL, no. 2 (152) 2009, p. 134.

%! Destruction of dangerous findings that do not bmarks of military origin is not in the competenakethe
army.
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particular risk to people, cause the suspensiowardk, learning (the areas of schools,
workplaces, streets, towns, and areas of constryctilrainage and road works) are
implemented immediately.

In the Polish Armed Forces thirty-seven miners’ learance patrols and two
naval-miner groups remain ready to act in the area of responsibility. The areas of
responsibility of allocated patrols cover the terriory of the whole country as well as the
beaches and coastal waters of the Baltic Sea. Eaclearance patrol is equipped in three
cars (SUV, a special "Minesweeper" type and a studker) properly marked and
adjusted for transporting hazardous materials and he equipment for reconnaissance
and destruction of explosives, means of communicati, protective measures and other
auxiliary equipment. The clearance patrols’ activiy is an intervention activity based on
engagement and destruction of explosives and daergus objects reported by the
authorized state authorities. Each misfire or unexfmded shell should be removed in 72
hours, and the removal of dangerous objects in puic places (schools, roads,
constructions) is considered as an urgent intervern, to be implemented within 24
hours. Police is responsible for the protection ofhe place where the unexploded shell
was found until the arrival of the clearing patrol. The unexploded shell being
undertaken by the clearance patrol is later transprted to detonation place, which is
usually a military training ground.

In addition, the Polish Armed Forces are able uppsrt the anti-terrorist police
subunits, BOR (Government Security Office) , ABWitérnal Security Agency) in clearing
the area with explosives and dangerous objectsirapdovised explosive devices used by
terrorists.

As part of participation in thenonitoring and evaluation of the effects of non-
military_threats it is not expected to allocate the forces and meznthe Polish Armed
Forces to support the civil authorities but theliragion of this task takes place through the
exchange of information about the threats of thmetbetween the relevant individuals and
organizational units of the Ministry of National fease and the elements of non-military
subsysterff. The information about threats is exchanged uriber continuous mode by
operations on duty and services on duty — accortingpmpetence - with the non-military
subsystem institutions, in particular with the Guoweent Centre for Security, Counter-
Terrorist Centre, ABW, National Centre for Rescuafdination and Civil Protection, Police
Headquarters (Provincial Police Headquarters), &orGuard Headquarters, Institute of
Meteorology and Water Management, National Atomicef§y Agency, State Sanitary
Inspection and Maritime Search and Rescue Servioethe event of an escalation of the
emergency situation and positioning of Emergencyndgment System elements of the
Ministry of Defense, the monitoring of non-militatlyreats is implemented within the system
through its selected items and at all levels.

The Polish Armed Forces monitor: the situatiomaftamination, the epidemiological
situation and the sanitary - hygienic state of grthyeats terrorist in nature, in particular the
situation in the airspace and maritime areas of Republic of Polandfire risks, the
hydrometeorological situation, state of the enwinent and the transport of dangerous cargo.

%2 Special forces and means of the army, mainly fthenchemical and medical troops composition may be
allocated to support civil authorities to execute tasks within the scope of the assessment aéfthets of the
phenomena emerged in the area of threat occurr@mtéo conduct reconnaissance in the areas of emgyg
situations occurrence.
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The tasks of contamination monitoring in the StolArmed Forces executes the Early
Warning Subsystem, the aim of which is to providaent information about the Weapons of
Mass Destruction strikes, releases of radioactihemical and biological agents caused by
the incidents other than WMD strikes, and the aemwae of contamination as a result thereof,
as well as the development of conclusions and mapdor alerting and warning the troops.
The expert analysis of the information on the auirggtuation of contamination provides the
Contamination Analysis Centre which in the scopeerthanging information about the
contamination situation cooperates with the Naftiddentre for Rescue Coordination and
Civil Protection and the National Atomic Energy Agg. CAC also serves as a dispositional
centre of the Minister of National Defense, perforgnsupervision and coordinating functions
of the national system of contamination detectiod alarming - in case of activation and
positioning of elements of the system.

The tasks of monitoring the epidemiological sitaatand the counter-epidemics and
counter-epizootic security within the Polish Arnfealces, as well as of performing specialist
and medical supervision of the sanitary and hygiestate are realized by the Military
Sanitary Inspectorate and specialized cells of Axaterinary Service. The Military Sanitary
Inspection performs its duties in relation to atbanizational units subordinated to the
Minister of National Defense and supervised by Hooated in the areas of responsibility of
Military Preventive Medicine Centres (MPMC) in thgucture of which there are Sections of
Epidemiology Surveillance and Medical Intelligengerforming tasks of the current and
preventive sanitary monitoring as well as epideogalal monitoring of the military units and
institutions in the areas of responsibility of tjigen MPMC. They determine the probability
of occurrence and assess the susceptibility of feetes and civil environment for natural
factors of epidemic threats and biological attacky-collecting and processing data and
information on: the epidemiological situation anthts of epidemiological security, the
immunization status in the Polish Armed Forces #edcivilian population, the availability
of individual and collective protection measuré® sanitary and hygienic state of troops and
the civilian population, possibility of detectiondidentification of the used agent as well as
the translocation of own troops and the migratiboiwilian population. As part of the above
mentioned activity the Military Preventive Medicin€enters work with: the Crisis
Management Departments of Province Offices, theviRe@l Sanitary Epidemiological
Stations, the Provincial Headquarters of the Sfate Service, the Provincial Police
Headquarters.

The Polish Armed Forces conduct monitoring ofdest threats in the airspace and
maritime area of the Republic of Poland — in thepscresulting from the powers of the
Minister of National Defense to counter terrortsteiats from the air (as defined in the Act on
the state border protection) and to counter testahreats of the threatened vessels, port
facilities and ports as well as the infrastructurennected with them (as specified in the Act
on the safety of navigation and maritime ports)e Thonitoring of terrorist threats in the
airspace is executed by the Air Operations Ceatat,the tasks of monitoring the situation in
the maritime area of the Republic of Poland perfotime Maritime Operations Centre in
cooperation with the Border Guard. The monitorifigeororist threats to computer networks
is one of the tasks of the Computer Incident Respdystem of the Ministry of National
Defense. The Technical Support Center, includethénvery system, continuously monitors
the security status of departmental systems andntoncation networks, and the Military
Office for Security of Communications and Inforneatenalyzes information about the events
and on their basis creates periodic reports onsthée of security in the systems and
communication networks.

The monitoring of the fire risk in the Polish Arth€orces is being realized in relation
to organizational cells and units which are submai to the Minister of National Defense or
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are supervised by the Military Fire Protection whaonsists of: the Military Fire Protection
Inspectorate, ten delegacies of the Military Firetéction and the military fire brigades.
Exchange of information with the elements of notitary subsystem is executed in the
relations between: the Military Fire Protectiondastorate the National Centre for Rescue
Coordination and Civil Protection and delegaciestlod Military Fire Protection — the

command posts of the National Fire Service Headgqrsar

The main tasks in the scope of hydrometeorologealrity of organizational units
and cells of the National Defense Department afgamented by the Hydrometeorological
Center of the Armed Forces (HC AF). The duty sloft HC AF acts as the superior
meteorological cell in relation to duty shifts dff the hydrometeorological service cells in the
Polish Armed Forces, i.e.: the Hydrometeorologigaturity Centre, the Naval Operations
Centre, aerodrome meteorological offices, airpaeather stations and meteorological posts
located within the structures of the Army, Air Ferand Navy. This unit coordinates the
activity of the hydrometeorological service cell§ AF in collecting, developing and
broadcasting the meteorological hydrological andlagical information (including warnings
on dangerous weather conditions and dangerous &repltenomena). The HC AF develops
and distributes the aerial and special weatherc&sts for the territory of the whole country
and the area of interest. The Hydrometeorologicahtf@ of the Polish Armed Forces
cooperates with the Institute of Meteorology andi&/&anagement in the scope of mutual
exchange of data and meteorological and hydrolbgicaducts and telecommunication
services, as well as the meteorological and hydrcéb shield of the Armed Forces of the
Republic of Poland.

In the scope of execution of tasks for the enwvirental protection in the Polish
Armed Forces, the Contaminations Analysis Centnedaots measurements of radioactive
contaminations within the frames of the functioningthe Polish Armed Forces automated
network of air radioactive contaminations measur@seas well as competent forces and
means allocation for the completion of temporargldgical, chemical and radioactive
contamination measurements and it kebpsCentral Hazardous Chemicals Database

The organization of cargo transportation of dangemgoods including explosives and
explosive objects is carried out in accordance i Act of 28 October 2002 on road
transport of dangerous good3he transport monitoring is being performed byydand
operational services system which includes thatdtyl Transport Command and the Military
Police. Within this system, the person who exectltedransport provides information on the
transport execution and in particular on: the sgttff and completion of the transit, reaching
the designated checkpoints and on occurrence alitgesnterferences while executing road
transit.

Within the Polish Armed Forces there operatesSbarch and Rescue System which
is defined as the use of aircrafts, ships, grouawasport units and the ground search groups in
search and rescue actionso search and rescue the injured and shipwreckesbps in the
situations of threat for their lives and healthland and at sea. The main tasks of the system
include:

o0 receiving and analysis of information about theusigg threat of crews and passengers
of aircrafts and determining the level of threat,
o notifying interested institutions of the existirgeat,
o alerting and managing the actions of forces andns@f the "system", as well as the
organization of interaction of these forces dutimg rescue operation,
quick finding of the place and victims of air arehsaccidents,
o providing assistance to people who have been idja® a result of an air or sea
accident,
o evacuation of the injured from the scene of andsati

(@)
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saving the possessions threatened as a resukt afrtbr sea accidetit
The Organizational structure of the Search and lReSystem includes:
the Air Operations Centre,

the Command and Guidance Centres (Bydgoszcz, RoEnakow),

the Maritime Rescue Centre of the Maritime OperaiGentre - Gdynia, with the task
of coordinating maritime rescue tasks,

the military air traffic authorities,

the radio engineering (radiolocation) authorities,

means of communication,

aircrafts and salvage vessels on duty,

the Ground Search Groups,

units of the Military Police, fire protection andogind transportatiofl

O O 00O

O O O0OO0OO0OOo

In the Polish Armed Forces, to support civil awities inthe counter epidemic and
sanitary and hygienic operations, medical assistarcand in elimination of biological
contamination _and __infections, there are forces and means allocated of the Milita
Preventive Medicine Centres (MPMC), Military Hosp#t, the Military Institute of Hygiene
and Epidemiology (MIHE) and Epidemiological RespwrSenter of the Polish Armed
Forces.

The Military Preventive Medicine Centegerform their duties in relation to all
organizational units subordinated to the MinisteNational Defense and supervised by him,
located in the areas of those centres’ resportgibvlinich are determined on the basis of the
administrative division of the country into provesc Each MPMC consists of: the Biological
Reconnaissance Team (BRT), the Environmental Hedéam (EHT) and the Medical
Toxicology Team (MTT). BRT are prepared to resptmé@ach bioatack scenario. Their task
is in particular: conduct biological reconnaissgansampling, an initial identification of
biological factors, prevent the spread of the diseaend samples for confirmatory testing at
the Diagnostic Centre and cooperation with othevises at the elimination of effects of an
attack®. Apart from 5 BRT operating within MPMC, anottfurther function in MIHE in
Warsaw and Putawy. One of BRT is also intendedhf@sions outside the country. EHT are
another mobile (equipped with a special vehicld}ttme MPMC modules. Their main task
is to determine the probability and susceptibiligsessment of the army and civil
environmental to natural factors of epidemic thsemtd biological attack by collecting and
processing information, inter alia about: the epid#ogical situation and the state of
epidemiological safety in the area of the respalitsibimmunization status in the Armed
Forces and the civilian population, availability ofdividual and collective protection
measures and the possibility of detection and ifiestion of the agent used. Another
structural element of MPMC are mobile MTT. They stinite a specialist security in case of
mass poisonings - according to areas of respoitgibil Team members will provide
consultation as far as the performance of a etllaf diagnostic tests and full therapeutic
protection is concerned by using a computer datb@asassist diagnosis and treatment of
acute poisonings.

% J. Falecki, Udziat specjalistycznych sitsiodkéw Wojska Polskiego w dziataniach ratowniczy§W;]
Ratownictwo w sytuacjach kryzysowych, Il Scienti@onference ,Zarglzanie Kryzysowe”, Szczecin 2004, p.
46.

3 t. J. Falecki, Udziat Sit Zbrojnych..., wyd. cyt. p23.

% M. Bartoszcze, Gotowi6 na atak bioterrorystyczny. Polskiesddadczenia, Materials from the International
Conference on "Bioterroryzm - ftizynarodowe Zwalczanie i Wspétpraca", Warszawa 2009.
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The Military Institute of Hygiene and Epidemiologyperates as an independent
research and development unit supervised by thésddmof National Defense. Its main tasks
include:

- participation in epidemiological investigations aindeliminating the mass iliness or
diseases of an unusual course, posing threat tentfisonment,

- improvement of systems and methods for detectimgmtuh to human contamination
and infections, environmental pollution by biotiedaabiotic factors and the effects of

a terrorist attack,

- participation in combating environmental emergescialso in the framework of
international security systems,
- performance of tasks of the referential centretaedeading unit in the Polish Armed

Forces scale in protecting against biological weammd specific sections of

radiological protection and toxicology.

The Epidemiological team for the Infectious Disas the Polish Armed Forces is a
functional element of MIHE performing tasks of tiMilitary Sanitary Inspection. This team
conducts continuous monitoring and analysis ofd@pelemiological situation in the scale of
the entire Polish Armed Forces. The Centre for Bastjcs and Combating Biological
Hazards in Putawy is an integral part of MIHE arattigipates , in functioning within the
Polish Armed Forces , contamination detection sysés well as improves systems and
methods for detecting and counteracting the effeots biological infections and
contamination. It has a specialized biosafety latmyy (BSL-3) of the 3 class, which is
effective in conducting the full detection and itBcation of biological threat agents in
accordance with the requirements and procedurd$AdfO. Apart from BSL-3, it Has 5
laboratories and positions of the 2 biosafety c[&S3L-2). The same are also located in the
Institute of Microbiology and Epidemiology of MIHE Warsaw. The Laboratories of this
biosafety class (BSL-2) will be objectively orgasilzalso in MPMC.

The Epidemiological Response Center of the Polighedl Forcess an independent
mobile unit of the military health service, the etijve of which is, among others, to support
military preventive medicine centers in performantéasks carried out by these centers. The
Centre shall consists of, inter alia, mobile biatad) laboratory, which operates similarly to
biological reconnaissance units of MPMC.

It should be emphasized that the Polish Armed Fonesre the equipment that enables
to conduct operations from the mobile means , atigthem to redeploy forces and means in
each location of the emergency on Polish territorg relatively short period of time.

The non-military threats affect the safety of btitl individual citizens of our country
as well as the entire social groups, they are aldweat to their property and infrastructure of
our country. Therefore, the Polish Armed Forcesraagly to support civil authoritigs_the
evacuatiort® of people and property and protect the territory during non-military
threats. In practice, the evacuation of people injured oredty threatened (including
threatened property) after the occurrence of dangeevent (such as fire, explosion, or other
local threats) on the premises or on land are tbstrfrequent. Evacuation may also be
preventive in nature, i.e., it can be conductednfrthe land and premises, in case of

% Evacuation — an organized relocation (removingying) of the population, all kinds of property and
livestock from the areas or objects at risk andaéffd by the effects of hostilities or disastem, their
protection, providing assistance (rescue) and témhuof the material losses. The source: K. PrzekioWWptyw
wspoiczesnej mobildoi mieszkdacdéw aglomeracji miejsko-przemystowej na przygotoevamakuaciji ludnéci
tych obszaréw Pols¢éNVarszawa 1995, podaga Stownik terminéw z zakresu bezpieistea narodowego,
AON, Warszawa 2002, p. 35.
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impending threat, e.g., associated with the pnalifen of hazardous events occurring (flood,
chemical disaster, etc.) or with the threat of tail action, in the event of warfare threats.
The tasks in the scope of preparation and conduetacuation and the related undertakings
(e.g., providing conditions for the survival of thepulation evacuated, evacuated protection
of the evacuated property, the isolation of riskadris performed by many entities and their
complex and multidirectional nature requires pragmrdination of actions.

The allocated forces and means of the Polish ArFmdes execute tasks as part of
the evacuation of injured people and property arateption of the area according to the
findings of the provincial crisis management plafsfier regrouping to the area of operation
(to the concentration area in the vicinity of thenducted crisis management action) the
person in charge of the action (the village maybe mayor / the city mayor /, staroste,
governor) introduces military commander of the tagkup formation with the current
situation and the task. The units and subunite@frmed Forces can also be used to prepare
the conditions for a temporary stay of the evaaigtepulation. The places of stay of the
evacuated population are formed on the basis bfatieas designated in the provincial crisis
management plans. Depending on the scale of tlam@t area of risk occurrence, for a
temporary stay of the population there are desgghaiaces having logistic and technical
infrastructure (schools, dormitories, hotels, spbdlls equipped with adequate sanitary units)
or are organized temporary places equipped wittl fents.

During the protection of property, the units antwsuts of the Polish Armed Forces
can be used to support full-time cleanup autharitie act independently. In such cases, the
competent guard, service or inspection should oeter the scope of protection of property
left on the area of risks occurrence, the procedutiee event of detention of persons illegally
residing in the protected area, a place where étairted are referred and the proceedings in
the event of refusal to comply with the ban on entito the protected zone. While
performing these tasks, the units and subunitshef Rolish Armed Forces units can be
equipped with weapons and other coercive means.

The participation of the Polish Armed Forces upmorting civil authorities in
combating and eliminating the effects of non-mijitéhreats is significant and the areas of
this support mostly covers the specification of -maifitary threats and the tasks included in
the acts and regulations resulting from them. Haxethe analysis of the scope of this
support leads to the conclusion that there areilpiBss of its increase and use of the
potential owned by the military. The implementatiohthe mission, which bases on the
participation of the Polish Armed Forces in combgtand eliminating the effects of non-
military threats, increases the sense of secufityuo citizens and allows for avoidance and
reduction of losses among the population and dam#agéhe infrastructure of our country.
Therefore, the necessary action is to improve tppart of civil authorities in combating and
eliminating the effects of non-military threatstive changing security environment in order to
improve the safety of our citizens.
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Abstract

Although Europe remains the world’s largest ecoicoanea it indicates a phase of
relative decline due to the lack of its dynamisrhe European Union (EU) is at a crossroads
and will be faced with a whole range of challenigethe coming period. The current financial
and debt crisis poses challenges to the Europdagration project - a guarantor of peace,
development of existing welfare modaN¢hlstandmodel)s— and constitutes the biggest
challenge for the EU since its foundation.
Key words: Europe, financial and debt crisis.

Introduction
Europe currently has three respond options tofittencial, debt and euro crisis:

muddling will only increase and additionally protpthe crisis; the fall of the monetary union
would mean the end of the European project and dvoegult in an overall chaos; current
political leaders don't trust themselves to talkep sbwards a real economic and political
integration because they do not believe to getpplefor it. Whether these three options
can be seen as the sole applicable, or whethez drerother alternatives we will discuss in
the present article. It is certain that the respaiesthe crisis will not only decide about the
future of the EU, the EU's capacity to act as dalglayerbut also about the question to
what extent the social and ecological taming obglization remains on the world agenda,
thus for the future of multilateralism.

New orientation of the EU project

Starting with the three scenarios, there are madigations for a mix of option one
[muddling] and two [the fall of the monetary uniptjut because the common look into the
abyss has a healing power, this will force the aptthree [real economic and political
integration] into the forefront.

However, this list of scenarios is probably toe-@imensional. There is missing the
backlash: a combination of option one [muddlingfl @hree [integration] in the sense that
only a minimum of institutional, fiscal and polidgsamework will be evaluated, in order to
allow a long-term stability of the euro area. Timerest in the existence of the EU and
Monetary Union, both in the respective Member Statewell as in the U.S. and China is too
big to fail. At the same time there are instituicemd mechanisms available to survive the
liquidity and insolvency crises without full integron. But what could threat by such a
scenario is a decade in which unemployment, lowtrand mass poverty would affect the
quality of life for millions of people in our Eurepgn Union.

! FUNTA, R. Economic Law and Economic Crisis. Whdrewe go from here? Economic, Legal and Political
dimension, Brno: Danube Law and Economic review,22@p. 65-67. ISSN 1804-6746.
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Important in this context is to see that the curigd crisis is a political crisis, and that
the question of the extent of economic integratsoanly one facet of a larger question of the
objective and functional capability of the EU piclil project. In 1950, Robert Schuman
presented his vision of a "European Federationttferpreservation of peat&he core of the
European project since 1945 was and still is actieje of a principle of balance of powers.
Instead, to the forefront was put the European losta¢ic system and hegemonic ambitions
of individual states. On the other side is the @ijgoconcept based on the close link between
vital interests and limited transfer of nationaleeignty rights to supranational European
institutions. Due to the division of sovereigntyetconcept of success is basedhe capacity
to take action and the capacity for peace. Theepalcy justification remains important for
the European project.

The key political question is: Can the EU todawyaihistorical situation in which the
overcoming of poverty and the prevention of globsks are to be performed at the same
time, substantiate its common European objectivi@® EU can build on the experiences of
the last 60 years. The existence of an efficiembgel and European currency could become
an essential basis for the transition into an eovcally, socially and environmentally
desirable global society.

Investment strategy for the great transformation

An important part of an offensive strategy of 8, which combines the necessary
austerity measures with the development of a fa@oking perspective, could represent a
sensible investment strategy. Such a strategyeofth, which promotes private investments
towards a great transformation, can through theesponding green growth strengthen the
recovery and thus reduce the unemployment in Eur8eeondly, it can set the basis for
achieving ambitious climate policy goals. Thirdllyis strategy can also effectively reduce the
danger of further financial crises. An investmerntategy in the sense of a great
transformation requires a functioning banking aindricial system. The collapse of the U.S.
investment bank Lehman Brothers on 15 SeptembeB 200ught a devastating chain
reaction around the globe. The global financiatayshas come close to collapse (the world
suffered a pecuniary loss of at least 15 trilliatials).

This showed how a bankruptcy of a single big beould lead to global economic
turmoil and freeze investment flows. A new Europbanking crisis would also - at least for
some time — make impossible to finance an investipergram. Probably the most effective
and cost-effective prerequisite is, that banks nae@capitalization in order to be strong
enough to resist state bankruptcies and sluggishitgr

More powers and overcoming the EU's democratic defit

Natural representative of a European economiccpati the Commission. Only the
Commission has the ability to propose new l&utss an illusion to believe that the euro zone
can be govern through biennial meetings of headgowérnment. But more powers for the
Commission in specific policy areas would mean lésmocratic controlConcerning the
calls about more Europe, more competencies, anda@wveng of democratic deficit in the EU
a question arises: How can the powers be demoaligticontrolled? In the words of Jirgen
Habermas: "The poor coordination, which legal statemains deliberately vague, is not

2 FUNTA, R., NEBESKY, S., JURIS, FEurépske pravpBrno: Tribun EU, 2012. p. 46. ISBN 978-80-263-
0227-8.

¥ SVOBODA, P.Uvod do Evropského pray®raha: C.H. Beck, 2010. p. 3. ISBN 978-80-7408-31

* BORCHARDT, K. D.Die Rechtlichen Grundlagen der Europaischen Unideidelberg: C.F. Miiller Verlag,
2010. pp. 182-192. ISBN 978-8252-1669-6.
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enough for regulations that require joint action ttee Union. Such decisions must be
legitimized - not only in an indirect way by thevgonments represented in the Council, but
also through the European Parliament. Otherwisefaimiliar dynamics of the finger pointing
on Brussels will be only accelerated.”

Multilateralism and the EU

The Euro and EU crisis creates for the Union niolty aisks but also gives the
opportunity to act rapidly and effectively. It important to recognize the fate of the EU for
the development of global multilateralism. The EJurrently the most successful example
of how we could gain the ability to act throughidign of sovereignty. The lessons we in
Europe were taught have made us stronger. Europgeans, that it is possible to pool
sovereignty without losing identity. Not the righftthe stronger, but the strength of law lies at
the heart of these learning experiences.

The EU with its export-oriented agricultural poliobglongs to the actors which have,
through export subsidies and dismantling of protectights of small farmers in many
developing countries, undermined the right to foddre powers for the EU itself are by no
means a necessarily solution to issues of injusiteeen the countries. The common interest
of the EU is by no means congruent with the intsre§poor people in developing countries.
The subsidies often undermine sustainable developoferural agriculture in the EU - and
are often a factor that is undermining food seguritdeveloping countries. But with the loss
of the model of the EU as a politically united maywith the loss of the EU as an example of
action by the division of sovereignty would be & & stake. A relapse of the EU into a
nation-state organisation and free trade zone wgiviel additional impetus. This could mean:
a tailwind for a "no" to a legally binding climategreement, for national and regional
interpretations of human rights, for a hegemontbeathan cooperativenergy policy, for
increased protectionism and a decline of importantethe UN. It would strengthen
tendencies to chaos by resolving such issues, aa#tem the scenario of global partnerships.
The example of Copenhagen, as the U.S. presidgotiated with the Chinese leader in the
hotel room the deal, which was no deal at all, ddad a paradigm for the regulation of such
matters. Can the EU, in the multilateral context,aomore powerful player? It is needed an
EU that use its experiences in order to face tlatgchallenges of our time. But its future
ability to act depends not only on the internalalegments, but also from the evolution of
the global governance system.

The role of Germany in the EU crisis

Germany is, as the most populous and economicadst powerful country of the EU,
a very central and special responsibility-stangitayer in the further development of the EU.
There is no dispute concerning the fact that thiéication of Europe was in Germany's
interest. It is important to understand how the-sided export-oriented German welfare
model was responsible for the massive imbalancashidve built up in the EU. Two driving
factors have favored the strong German export sgcicerecent years: on the one hand, the
introduction of the euro single currency. The etakes up the southern Euro-countries the
ability to recover the competitiveness of theirrmmmies (at least partially) through a currency
devaluation. German exports were relatively ch&ap.the other hand, there was a strong
employees wage restraint. Wherease in 1995 there maarly 4.4 million workers in low-
wage sector, in 2007 there were already 6.5 milbbsuch workers. The German account

® HABERMANS, J.Der Konstruktionsfehler der Wahrungsunjderlin: Blatter fiir deutsche und internationale
Politik 5/2011. pp. 64-66. ISSN 0006-4416.
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surpluses correspond almost to the account defafit&reece, Spain, ltaly and Portugal
combined.

In some respects, Germany is in a similar positssnChina (the world's biggest
exporter). Firstly, a relatively cheap currency aedondly, a relatively low wage level - in
China as an emerging market, in Germany througlictezh in real wages of workers.
Thirdly: Both Germany and China are faced with thallenge of taking distance from the
one-sided welfare model - this turning point in @hihas been initiated by the adoption of
12th Five-Year Plan for National Economic and SlobBiavelopment. And fourthly: in both
countries a focus of economic and financial politynassive investment in green sectors (in
the context of the Great Transformation) couldhmekey elements for tackling the crisisd
coming out of it stronger. By the combat of thesisiit will be important to link the pressure
to carry out radical reforms with the prospectdebt reduction and economic recovery.

Final remarks: new way of thinking

The German government has pushed the bailout wihttleasensitivity, especially at
the beginning of the euro crisis. As a result,ibgghboring countries have no longer pointed
to "Brussels”, but on the German egoism. Obsersech as Paul Krugman have stated that
"From the beginning, euroskeptics worried about-size-fits-all monetary policy, but what
we're getting is worse: one-size-fits-one, Germéirst and only. That's a recipe for a
prolonged, painful slump in the periphery, largdadéis, almost surely; a great deal of
bitterness; and a significantly increased probabilif a € crackup® This will determine
whether the path leads to a politically more capabU. Without confidence in the EU
political capacity and their national states, th¢ &egenerates to a purely business-oriented
free trade zone where we will see a dominance tdmel interests.

Concerning the introduction of the euro we musgttbat the path of the unification of
our continent was irreversible. In the meantimehaee to sum up that the euro is a structure
that can not remain in its present state. It's noodess about the political ability to act. With
the necessary backbone of the acting politiciaa<tisi concerning the euro currency could
bring the fruits that some had hoped for a commamopean foreign policy: a clear
perspective by the social and ecological harnessfngasino capitalisrfi;a willingness to
gain the ability to act through sharing of sovenéyy and the awareness of a common
European destiny - that is increasingly interlinketth the global destiny. Thus, it is
important to look for ways in order to contribute the debate where not the national self-
interest, but a clear vision for the EU's rolenternationally challenging times will be at the
centre of interests.
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Abstract

Clusters are considered as an important elemeatiafpean competitiveness and they
are an innovative approach to the business. Chistgresent local associations of three
sectors: public, private and academic.

The aim of this paper, based on the results ofjtiestionnaire survey is point on the
main problems with measuring the effectiveness logtering in different regions of the
Slovak Republic.

Key words: Cluster, region, Slovak republic, efficiency, measy of efficiency, methods,
DEA.

Introduction

The clustering is not a new concept in the worddn®my. Questions about the
formation of clusters as a strategic corporate @segpr to some extent give economists since
the 19 century, for example Marshall in his work Prineiplof Economics (1890) who
pointed on the importance of cooperation betweelustries that are concentrated in one
place and can increase the benefit of the envirahnfer example through economies of
scale. Marshall in his work so far defined the mataf clusters, but pointed out that the
concentration and interconnectedness of busin@ssedustries concentrated in one place, in
this way provides significant savings in localipati

The clusters to further elaborate on important Aca® economist Michael Porter,
who in 19990 in his book "Competitive AdvantageNstions®, for example, described the
importance of the association of Italian buildeusibesses in the area and connectivity of the
Diamond model of competitive advantage. Portehia work has defined clusters as clusters
of competitive industries, which are dispersed tdigiwut the economy, but they are usually
linked through vertical (buyer - seller) and horitd (common customers, technologies,
distribution channels) relationships. Clusters ofmpetitive industries generally dispersed
physically tend to be concentrated geographic@lye industry competitive industry helps to
create more mutually reinforcing processes.

The key factors in the current clusters includealny the geographic concentration
and its impact, cooperation versus competitionessvtypologies of clusters, specialization
and a focus on innovation, cooperation includingesa& sectors (research, science, education,
financial institutions, government) networking océl, regional and internationals levels.
According to many authors the clusters play an irgm role in several areas of state
economy. Clusters represent one of the possilsiliiew to solve the problems with
unbalanced economic development and growth, ungmmaot, financial stability not only in
the region but also at the national level.

The importance of clusters was described by maiiyoas in many ways. For example
we can find the works about the importance of elsstin regional development, the
importance for small and medium sized enterprises/ersities and so on. Fewer authors
have dealt with how to quantify the efficiency bktclusters. Efficiency of clusters in the
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Slovak economy is hardly detectable because trsterhias a whole do not show the required
indicators for the input and output. The econommdigators show individual entities, as
provided by law.

The clusters in the Slovak economy are beginningave a significant role despite,
the fact that the issue of clustering is still newic. The first created cluster was cluster
Biterap in Kosice region (2004). The majority oéttlusters were established in 2008. In our
analysis we found 18 clusters, of which 1 assamiatiVe realized the questionnaire survey
between all the 18 clusters, while the return ohpteted questionnaires was 45%. One of the
objectives of the questionnaire survey was to datex whether it is possible to measure the
efficiency of the cluster and what are the possied and main problems of measuring the
efficiency of clusters in the regions of the Slovedpublic. Results obtained from the
guestionnaire survey are part of this contribution.

Cluster definition

The cluster is an economic phenomenon that iseglat many research studies. Many
definitions of cluster exist. In many research ssdwe can find definitions by default,
context related and driven by purpose.

The cluster concept has become a subject of iateesearch study conducted by
Michael E. Porter (1990) — The competitive advaetad nations. In The Competitive
Advantage of Nations (Porter, 1990), he put forwamda microeconomically based theory of
national, state, and local competitiveness in thbaj economy. In this theory, clusters have a
prominent role. Clusters are geographic conceptiatiof interconnected companies,
specialized suppliers, service providers, firmsdiated industries, and associated institutions
(e.g., universities, standards agencies, tradecasgms) in a particular field that compete but
also cooperate. Clusters, or critical masses ofswalucompetitive success in particular
business areas, are a striking feature of virtualtgry national, regional, state, and even
metropolitan economy, especially in more advancdbns.

By Malmberg (1996) regional clusters are limitembgraphical areas with a relatively
large number of firms and employees within a smalinber of related industrial sectors.
Thus, the clusters are specialised in a small nurobendustries. This reflects the more
general point that economic, entrepreneurial andnelogical activities in specific industrial
sectors tend to agglomerate at certain places.

By the OECD in document Boosting Innovation thestér approach, clusters can be
interpreted as reduced-scale national innovatiorstesys. The dynamics, system
characteristics and interdependencies of individkasters are similar to those of national
innovation systems. With its focus on knowledge&diges and interdependencies between
actors in networks of production, the cluster applo offers a useful alternative to the
traditional sectoral approach. Clusters can betifiesh at various levels of analysis. Micro-
level analysis focuses on inter-firm linkages, isiy+ (meso-)level analysis on inter- and
intra-industry linkages in the production chain,ilehmacro-level analysis examines how
industry groups constitute the broader economiactire. Cluster analysis can also be
applied at the regional level.

According Habanik (2012) clusters are a groupndérrelated industrial sectors and
other entities important for competition. The reasor the existence of clusters are
localization saving but also the atmosphere ofstitor derived from the formal and informal
contacts, working procedures and traditions of rigion and the ability of university to
support its competitive potential.

In general clusters can be defined as a grouprokf related economic actors, and
institutions that are located near each other. t€lssare defined by relationships and
geography with the aspect of a concentration of@n@ore sectors, within a given region as
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well as the emphasis on networking and cooperdtigtveen companies and institutions.

Clusters have reached a sufficient scale to devebagialised expertise, services, resources,
suppliers and skills.

Data, methodology and discussion
Cluster in the regions of the Slovak republic

There are several dozen of clusters in the Sloepkiblic, but not all of them are
active, or present their activities. According e results of our analysis there are 18 clusters
in the regions of the Slovak republic, which areidid into 3 types of clusters (technology
clusters, clusters of tourism, knowledge clust@grating in 9 sectors by economic activities
(tourism, IT, electrical, automation and robotiastomotive industry, energetics, engineering,

construction, plastics, renewable energy). Nexesah present the clusters in the regions of
Slovakia.

Scheme 1: Clusters in the regions of the Slovak raplic
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In the questionnaire survey, were approached 18tars, but only 8 clusters
completed the questionnaire. The table 1 showsvarview of the clusters in the regions of
Slovakia according to number of analyzed clustiéms,number of clusters which filled in a
questionnaire, and how many of them are active.
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Table 1: Clusters in the Slovak republic regions

Number of clusters
Region Analysis Questionnaire
returned number of active clusters

Bratislava 1

Trnava 6 4 3
Trencin 0 0 0
Nitra 2 1 1
Zilina 4 1 1
Banska Bystrica 2 1 1
Presov 0 0 0
Kosice 3 1 1
SR in total 18 8 7

Forming successful clusters needs tight cooperatidhree sectors: the public sector,
academic sector and the private one. The repras@staf three sectors are included in the
analyzed clusters. When a real and genuine coaperaxists within the cluster, the cluster
has more opportunities to survive and to operatié wke establishment of Slovak clusters
including cooperation of self-government, municipgad with universities and businesses.
Percentage of the three sectors when the clusteres egtablished is shown in Figure 1.

Figure 1 Establishing cluster

M Publicadministration and
private sector

Self-governing region and
municipality

m Publicadministration,
private sector, university

‘ 28% ’

According to European Commission universities afgerin an increasingly global
environment, which is constantly changing and whishcharacterized by an increasing
competition in attracting and retaining outstandialgnt, as well as the emergence of new
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tasks that must be fulfilled. In addition to educatand scientific research is growing role in
the complex process of innovation and other aspgotsonomic competitiveness and social
cohesion is reflected in creation of clusters.

The first established cluster with the participatof the University of Kosice was IT
Valley Cluster (2007) in Kosice region, followed bye first Slovak engineering cluster in
Banska Bystrica (2008), Z@ict in Zilina (2008),Kosice region - Cluster AT + R(2010) and
in the region of Bratislava - Danube knowledge &€ug2010).

Table 2: Relations between clusters and universitein the Slovak regions

Number of The number of
Number of clusters X . . .
) . . : . universities in universities involved to
Region involving universities :
region cluster
Analysis | Questionnairg Analysis

Bratislava 1 0 11 3
Trnava 2 2 4 3
Trencin 0 0 3 0
Nitra 1 1 3 1
Zilina 1 1 3 1
Banska Bystrica 1 1 3 1
Presov 0 2 0
Kosice 2 1 4 2

The table shows that in spite of the large nundfamiversities in the region, only a
small percentage is connected with the businegersaad the local government.
According to the results of questionnaire involveimef universities in the cluster provides
the following benefits:
» transfer of innovation,
e participation in large projects,
* preparation and implementation of research and ldereent projects, support for
research and development,
e organization and realization of scientific and tezlogical research and development
in the cluster.

The important roles in the cluster fulfill the dimand medium sized enterprises.
According Ivanova (2012) SMEs are stabilizing elatria the economic system, most of the
companies owned by domestic businesses, whichect@adtrong central business level.
Statistics show that SMEs have become an acceleshteconomic development. SMEs in
the cluster are primarily incorporated as subcatdra to large businesses and firms. Large
businesses and firms in a horizontal position coapewith competitors and in a vertical
position they cooperate with key suppliers andausts - SMESs. In the Slovak regions, not
all of the clusters include the SMEs. From analyaedters only 75% included SMEs.
Participation of SMEs in the cluster shows thisdkad benefits:

* production cooperation with large enterprises,

» development and implementation of solutions fotestand public administration,
research activities,

e subcontractors for large enterprises,

* opportunity to find a suitable partner, or supplier

e opportunity to exchange experiences,

« the cluster provides a reduction in energy cos.30
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As shown the table 3, in the Slovak regions opsrat large number of SMEs that
potential could be used for development of theteluas well as the region itself.

Table 3 Clusters and small and medium sized enterfges

Region Number of Number of SME Nymber_ of clusters
clusters involving SME
Bratislava 0 42167 0
Trnava 4 1180( 3
Trencin 0 11383 0
Nitra 1 1387( 0
Zilina 1 13747 1
Banska Bystricq 1 1238¢ 1
Presov 0 1412( 0
Kosice 1 14661 1
Methodology

Prior to a closer examination of the main elementthis paper we have to note, that
clusters refer to a group of firms that cooperate @ joint development project -
complementing each other and they are specialinimgder to overcome common problems,
achieve collective efficiency and conquer marketgand their individual benefit are formed
mainly by businesses, local governments and untiess

The biggest influence on the economic developn@nthe region has currently
companies. It shows the correlation analysis pexpander Person coefficient, which shows
a close relationship between business and emplayimginators and regional GDP.

As we can see in Figure 2, there is a correlatietwéen the number of businesses and
employment and in Figure 3 there is a correlatietwkeen the number of business and
regional GDP.

According to Grmanova (2006) the Pearson formula is

DRIEDRPNY
i=1

[l o]

The range of the correlation coefficient is frontell.
Since our result (correlation between the numbdiusinesses and employment) is 0,6131 or
61%, which means the variables have a moderatéyeosorrelation.

I’X’y =
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Figure 2 Correlation between the number of businegs and employment
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Since our result (correlation between the numbdruginesses and regional HDP ) is
0,9758 or 98%, which means the variables have ldyhmpsitive correlation.

Figure 3 Correlation between the number of businesand regional GDP
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Problems of the clusters efficiency measuring
Efficiency means achieving maximum output at aegivevel of resources that are
used for realization of the activity. Measuring th#ficiency of the organization is the
relationship between the evaluation results thedters and inputs that consumes. An effective
organization is one which produces the maximum wstgor given inputs. Efficiency is
therefore the maximum possible use of availableue®s, regardless of the quantity and
quality. The efficiency score in the presence oftipke input and output factors is defined as:

weighted sum of outputs

Efficiency= weighted sum of inputs (2)
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For assessing the efficiency of the cluster we gs@ several methods which are
different in ways of doing the analysis, as welfastors and indicators, which are calculated
in process of measuring. Frequently used methagdearch studies is the method of DEA
(Data Envelopment Analysis). The management pesteze mainly used methods that take
into account the ratio indicators based on standepdrting of company. Disadvantage of
these methods in comparison with the Data anabmsi®lopment is that they involve only
two or a few factors that affect the overall efficcy of the organization concerned.

Selection of appropriate methods and procedunesvialuating efficiency depends on
many factors: for example, from the data availatile,form of the variables to be evaluated,
and so on. The segmentation of methods that asgesiseé efficiency according to the
evaluated variables show Blumenberg (2004), whadds/ the methods of one variable
approaches and approaches with several variablddmensional) — scheme 2.

Scheme 2 Methods of efficiency evaluation

Methods of efficiency evahmtion

: |
0 n."hplr.rru a:!l::an}_ | Muladimensional egproaches |
| Frontier appmarhes | | Aweranges approches |
| [
| | | |

| MNonparametne || Parametric | | Parametric || Indvced approaches |

Performance Datz Envelopment Stochastic Corractad Ordinzry Least Totzl Factor

indicators Analysis (DEA) Frotnier Ordinary Saqueares (OL5) Productvity

Analysis (SFA) L=zzt {TFE)
Sguarss

Source: Kovakik, M.: Evaluating the effectiveness of forestry, ailable at:
http://www.forestportal.sk/ForestPortal/odborna_selcia/doc/zbornik/hodnotenie_efekt.pdf

Kovakik provides further distribution methods and apphes for assessing the
efficiency by attributes and values:

a) according Roders (1995) - normative approachestoappes with real values, and
attitudes of actual and normative values,

b) according Schefczyk and Gerport (1994): determinigs. stochastic character of
production function, the evaluation of productiamdtion by parametric analysis, the
evaluation of production function using mathematmadels,

c) further breakdown: dynamic and static methods.

The measuring of cluster efficiency of the Slowdiksters is very difficult. According
to the questionnaire survey the clusters do notvstmmmon indicators by which it could be
to determine their efficiency. In this time it isgsible to measure only efficiency by methods
that take into account the ratio indicators basedtandard reporting of company.
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Conclusion

Clusters in the Slovak regions, as in the EU negimwere mainly created as a result of
natural competitive advantages, market forcesyen eandomly. Despite the great popularity
in the EU, in the environment of the Slovak econpoiysters are not supported adequately
according to their requirements. The overall depelent of cluster policy is at an early
stage. Active clusters help exploit the economid aaientific potential of the region, thus
contributing to enhancing the competitiveness gfams. In previous studies, however, do not
measure the effectiveness of knowledge clusterthenregions of Slovakia. This issue we
dealt with in the framework of the Internal Gramh8me at Faculty of Social and Economic
Relations at the University of Trencin, called: Theoblems of measuring the clusters
efficiency.

Measure the efficiency of the last two decadegdabn importance. In the Slovak
economy it would be appropriate to use the Dat@lepment analysis for detection of cluster
efficiency. DEA is a useful model of quantitativeoeomic analysis for the assessment of
production units.
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ALTERNATIVE SOURCES OF FOOD IN THE THIRD MILLENNIUM

Abstract

According to statistics gathered by the UN Food &griculture Organization, the
number of people who were suffering from hungemadthe world in 2010 reached 925
million. The sharp rise in global food prices hascéd residents in unstable and poor
countries to change their habits and in turn, coreseheaper food. This paper deals with
alternative sources of nutrition, appeals made ragjahe decision by the UN Food and
Agriculture Organization to use insects as partthef human diet, and explains how the
consumption of insects is being presented as amalive solution to the food crisis. Other
topics broached include the speculation surroundlrgculinary use of edible flowers, the
promising production of microbial biomass proteising other carbon substrates, and the
possibility of obtaining starch from cellulose.
Key words: Analysis of food consumption, edible flowers, @mbphagy, food, insects,
nutritional value.

Introduction

In 2000, world leaders committed themselves toMiREGs (Millennium Development
Goals) to reduce the number of people sufferinghfhmnger by half. It was an unprecedented
and collective effort aimed at combating hunger paderty in the world. However, current
developments are lagging behind schedule and asudt have eliminated the achievement
of targets originally set with the deadline of 20R8though the number of people suffering
from hunger in the world in 2010 decreased aftereering 1 billion for the first time in
history, it still remains unacceptably high.

If Europe is to deal with the growing world popida, rapid depletion of several
resources, increasing pressures on the environam@htclimate change, it must radically
change its approach to production, consumptioncgssing, storage, recycling and disposal
of biological resources. According to statisticshgaed by the UN Food and Agriculture
Organization (FAO) the number of people who were suffering from hamground the
world in 2010 reached 925 million. Although in caanigon to 2009 when more than a billion
people worldwide suffered from hunger, there haanbe reduction in these values due to a
slight economic recovery. However, this does neamthat existing measures to reduce
hunger have been implemented correctly. In LDCsagtéeveloped Countriésinore than
70% of the population is, in some way, involvedagriculture. 50% of those suffering from
hunger are small farmers with less than two hestafeland, which when considered in
figures, estimates to be between 1.9 — 2.2 bilpeople who are involved in small-scale
agriculture. During a meeting held in 2010, the @uttee for World Food Security (CFS)
requested FAO to review its methodology for estingatmalnutrition in order to provide
more timely updates and include them in any amslysing carried out through large

! Agriculture and Food Organization of the Unitedibias.
2 LDC - Least Developed Countries representing tbergst and weakest segment of the international
community.
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household surveys. This data should become availalthe next few years. In 2010, a survey
was carried out on a call made by CFS and thernuated in 2011. The United Nations held a
conference in Istanbul from the 9 — 13 May, 201 Winich they dealt with their program for
the LDC countries and established a comprehengtvegram of Action’ (IPoA) for the
global development co-operation for the next decade

The global food system

Today'’s international trade does not help impriwe world hunger situation. Since
the 1980’s, the International Monetary Fund (IMBYahe World Bank (WB) have enforced
a liberalization policy as a price for their heipthe Structural Adjustment Programs (SAP).
However, liberalization for developing countriesoped to be ineffective because these
programs require restrictions on public spendirgjucing subsidies and the abolition of
constraints standing in the way of trade makingéheountries more vulnerable to external
influences. Free trade and the agreements of thedWoade Organization (WTO) further
increased the differences in income since it gawify to well-paid, qualified workers from
an unskilled labor force whose members do not haweess to education, resources,
information, equipment and markets. Only the riohrdries seem to benefit from this system
while the majority of the poor countries are doorteébod insecurity.

Experts are warning of a possible slide into th& truly global food crisis since the
end of the Second World War. The rising price ofibacommodities is an accompanying
phenomenon, particularly with rice and cereals.sT$ituation has led to social unrest in
Egypt, Indonesia and the Philippines. This turbulmurse of events is not helped by other
factors worldwide such as the long-term droughfscéihg Australian agricultural production.
The BBC has recently warned that the sharp risearid food prices has also forced people
in poor and unstable countries, such as Liberi@htnge their dietary habits and start eating
cheaper foods. According to representatives ofrmaittonal humanitarian organizations, the
sharp price increases over the last year has belsaster for the tens of millions of poor
individuals worldwide who have no choice but to usast of their income on food.

Analysis of food consumption in the year 2010 in #t1Czech Republic

On April 10", the Czech Statistical Office released the offifigures of the analysis
done for food consumption during 2010. The conswnpbdf foods in the Czech Republic
such as meats, vegetables, rice, and pasta amomg mare, is reflective of the change in
eating habits. This is partly due to the influet@ourism to the country and the number of
foreigners in the population. However, the largespact on the consumption of specific
foods is attributed to the rising food and energggs, the cost and availability of seeds, feed,
fertilizer, the varied chemicals needed to treants and animals, and the purchasing power
of the population. The availability of differentpgs of food in the market and the influencing
use of advertising should be taken into accounégards to health education. Increasing food
imports and the price ranges of selected itemsahasver-growing effect on domestic food
and agricultural competiveness.

In 2010, there was an overall decrease in foodwmption in kilogram per capita by
2.1% compared to 2009. In the long run, we canrelesa decrease in consumption of bread
and an increased consumption of pasta. While thswuoption of milk has decreased, there
is an increase of the intake of cheese and othir pladucts.

The increasing trend of fruit consumption is hbavependent on domestic fruit
harvest and leads to increased consumption ofdabfiuit. Decreasing domestic vegetable
production is being replaced by imports. While @eech Republic still exports sugar, there
has been more importation of products containingasu fruits, vegetables, baking
ingredients, cocoa, etc. The Czech Republic is ¢et@ly dependent on imports of rice,
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seafood, tropical fruit, melons, somelegumes, cdmamns, tea, coffee, salt and tobacco. The
accompanying tables and graphs below reveal thestgtal consumption figures in 2010
compared to 2009 and the long-term average sin@2.19

Figure 1 Consumption of cereals in terms of flour
1990 2010

1.1% 3,4%

Wheat B  Rye Barley Barlciill OthiGHl Rict—/

Flour Flour gatsoat-flakes flour

Source: Http://www.r-domain.net/report/www.czso.cz?check=11347&url=www.czso.cz/csu/ redakce.nsf /
news.

Reduction in the consumption of wheat flour byk8.13.2%) to 93.6kg, and rye flour
1.9 kg (17.8%) to 8.5 kg. As depicted, there isrameased consumption of rice by 0.3 kg
(6.9%) to 4.5 kg. Pasta consumption increased Hk@1to 7.1 kg.

Figure 2 Consumption of meat and poultry
1990 2010

5,4% 4,5%

14,5%

31.0%

[Pork B Beel | Poult  Other ]

Source: Http://www.r-domain.net/report/www.czso.czPcheck=11347&url=www.czso.cz/csu/ redakce.nsf /
news.

The consumption of meat and poultry increased &/ K@ to 79.1 kg, and this
represents 10.3% of total amount of food consunt@mw{term average consumption is 81.4

kg).
Increased pork consumption by 0.7kg (1.7%) to 4@.&nd decreased consumption of
poultry meat by 0.3 kg to 24.5 kg. Beef consumptior9.4 kg (with long-term average of

13.4 kg), veal (0.1kg), sheep, goat, horsemeak@).dnd game (0.9 kg) remained at the same
level since 2009.
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Figure 3 Consumption of cheese
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Source: Http://www.r-domain.net/report/www.czso.cz/?check=1347&url=www.czso.cz/csu/
redakce.nsf / news.

Import of curd and cheese in 2009 accounted for #busand tons while the export
figures reached 26.1 thousand tons. The increasemyl of cheese and curd importation
continued in 2011 as well as the consumption oSeggreasing by 4 percent.

Figure 4 — Consumption of fresh fruit
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Source: Http://www.r-domain.net/report/www.czso.czPcheck=11347&url=www.czso.cz/csu/ redakce.nsf /
news.

The largest decline recorded was for consumptiotemperate zone fruit by 8.6 kg
(15.6%). This is mainly due to lower domestic prcttn. Total consumption of fruit
compared to the total food consumption is 11% aogidal fruit being 4.9%.The Statistical
Office recorded a reduction in the consumption efietables by 1.5kg (1.8%) to 79.7 kg.
Average consumption for the last 19 years was 8l30Kg. One of the few major foods
where there was an increase in the consumptioatétqes. Their consumption has increased
by 2.4 kg (3.7%) to 67.3 kg.
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Unconventional ways of obtaining food

In addition to agriculture being a major produoérfood, consider the possibility of
obtaining food or nutrients in unconventional waysessibly using non-traditional
ingredients. A large amount of attention is beiragdpto getting protein through biomass.
Besides the commercially obtained yeast proteirh viaditional carbohydrate substrates,
there is now promise in producing microbial biomgsstein using other carbonaceous
substrates, in particular natural gas, methanepleeim distillates containing n-alkanes of
C12-C22, etc.

The vast increase in the price of oil means prbdoncbecomes economically
inefficient, and therefore, many states are abaindotme production of proteins in this way.
Other possible sources of protein are some algme $he cultivation can reach up tol.5 tons
of matter during one day in a frarea. Since dry matter contains 50 - 60% proteimpuld
be a significant source of protein. It is assunteat this could make the quantity that would
correspond to 22 tons of proteins derived from @tdre per year. The limiting factor is the
required amount of solar radiation. However, iffaial luminous sources were used, energy
consumption would be disproportionately high.

The meat of the future will grow up in a lab, wiet will grow from stem cells in
bioreactors. Mark Post, from Maastricht Universitygs been experimenting with growing
artificial meat for many years and says that thal gonear. From the stem cells of pigs, fed
by horse blood serum, he has successfully growrnclaussue. At a press conference in
September 2011, Mr. Post officially confirmed thrasix months he would offer to the public
the first sausages made through this scientificgss.

Realistic solutions seem focused on getting pmofeam seafood. Seafood contains
avaluable protein concentrate called ‘Fish Pro@amcentrate’ (FPC), but even so, it is not
an inexhaustible resource. The more polluted tres sand oceans become, the bigger the
threat of a breach to the ecological balance. hsmd attention is therefore devoted to the
production of microbial protein, obtained on carbsubstrates. The primary source of
carbonaceous material would have been cellulosa fuoeconomically used waste wood
materials or other phytomass. The extraordinarye rbkere seems to be played by
Biotechnology (obtaining the necessary amount pbtieneras etc.).

Workers from the famous Calvin Laboratory at trecfnical University of Munich,
approached formation of the first protein duringittexperiments dealing with the hydrolysis
of different polymers of hydrogen cyanide. The ts@entists on this project, Matheus and
Moser, managed to suggest the possibility of obtgistarch from cellulose as a muchmore
promising avenue for creating protein. Essentiallyils a way of obtaining glucose from
cellulose, which is then converted into starch undee influence of D-glucose-6-
fosfotransferasy (hexokinase), ATP and the phogpéee. An experimental project was
prepared quite a while back to gain 100 tons athtper day at a cost of about $ 0.2/ kg.

Another procedure to obtain starch from glycesalsing six enzyme types where two
of them require ATP. The synthesis of the star&esalace via glyceraldehyde, glucose and
fructose. So far, it does not appear that theydcoedlize the synthesis of carbon dioxideover
a fixed 15 step reaction involving 12 enzymes. Fo@rthe required enzymes can be
conveniently immobilized. Difficulties are with abhing enzymes and the preparation of
necessary coenzymes known as NADPH and ATP. Incasg, the issue of synthesis of
nutrients by imitating their biosynthesis is therreat field of study within modern
biotechnology. Time will show if this will be sucsully done and if so, it will be a valuable
contribution to ensure the sustenance of man kind.
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Alternative food sources

The assumption that the causes of food in secuwsitgh as poor agricultural
performance and low economic growth, among otheg#j brought agricultural engineers to
address the idea of biotechnology (the use of biod systems for the production of organic
products)and genetically modified organisms (GM@s),a key solution to the problem of
hunger. On the one hand, these methods incredsis gied nutritional value of food, but on
the other hand, these technologies are mostly éeduand controlled by large companies that
sell them at a higher price keeping it out of reiom poor farmers. There are also concerns
about potential risks arising from the increased at chemical fertilizers and pesticides,
especially for their adverse effects on human amhal health, and because of their negative
impact on the environment.

Enthomophagy3

Currently, the consumption of insects and invedtds (aquatic species, snails,
molluscs and crustaceans) is mainly spread in @leatrd South America, Africa, Asia and
Australia.

In Africa, Southeast Asia and the northern parLatin America, this large group of
animals is not only a sought after delicacy, buhstimes a sustenance that lives literally
depend on.

In the developed world, especially Europe and IN&inerica, the reliance on this
food group significantly lags behind. Dutch entoagest Arnold van Huis, a professor at
Wageningen University, has been involved in pronwthe idea of a return to a classic diet
using insect meals as an alternative source oftiontr Mr. van Huis has been dealing with
tropical entomology since 2001 and is the coordinaif the interdisciplinary research
program of the Convergence of Sciences (CoS). [5]

At present, the university entomological laborgtonder his leadership is conducting
a basic and applied four-year research prograredc8UPRO2 and is funded by the Ministry
of Agriculture. This program delves into the sus#édle production of insect protein for
human consumption in the period of 2010 to 2013.

In the research, Mr. Van Huis and his team worthaifarm run by the Callis family.
Wageningen University is known for its specialipatiin food science and nutrition. Mr.
Huis, in his lectures dealing with using insectsesponse to the impending food crisis, says
that meat consumption will double in the years 2@0R050. This will result in a lack of land
for animal husbandry. Professor Huis sees an oppitytin the future to feed the human
population by consuming insects. According to Pssée Huis, the only major problem is
psychological. People might be more accessiblevalithg to adopt a diet of insects if they
could first overcome their prejudices. The largast] perhaps the only obstacle, is your own
ideas of eating insects. Mr. Huis consequently $ofok ways to relieve people’s resistance to
the insect diet. Besides lectures, he also organasings and cooking classes. Marcel Dicke
also aims to promote the mass distribution of thyee of diet and organizes lectures on this
topic.

The World Health Organization has published priovisscalled Food defect action
levels, which contains the names of edible ins#wis are safe for human nutritibrinsects
can be consumed in many different ways. In Japamsumption of insects has been upgraded

3Entomophage in a broader sense is defined as arabwiho needs insect for own development. In aowesr
sense, the term is defined as the use of insefdrasof food, or animal whose predominant partha tliet is
insects.[11]

“Scientifically justified criteria for food safet03).
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to a luxury affair where insects are served atregpaurants for considerable sums of money.
In Africa or Southeast Asia, the consumption oeats is quite common. [12]

Table 1 Nutritional value per 100g of insects

Energy | Protein | Fat | Hydrocarbons| Calcium | Iron
Chafer 77,8 13,4 14| 29 22,6 6,0
Bugs (Lethocerus) | 62,3 19,8 8,3 2,1 34,5 13,6
Ant 98,7 13,9 35| 29 47,8 5,7
Ant eggs 82,8 7,0 3,2 6,5 8,4 4,1
Silkworm pupae 98,0 9,6 56 | 2,3 41,7 1,8
Beetle 108,3 17,2 43 | 0,2 3,9 7,7
Cricket 1215 12,9 55| 51 75,8 9,5

Source: RAMOS-ELORDUY, Julieta a Peter MENZEL. Creepy Crawly CuisineThe Gourmet Guide to
Edible Insects Paperback: Park Street Pr, 1998.

The nutritional value of insects is comparabléaay’s commonly consumed foods.
The composition of the foods used to feed inseats greatly influence future insect meat,
making it more nutritious. [11] Powdered vitaminsraw fruits and vegetables can be added
to the insect’s diet or to the final product. Arséct contains a number of vitamins that are
necessary for the human body such as A, C, D, BBatmimplex. Occurrences of magnesium
and zinc explain why food from insects is considess an aphrodisiac. [12] The presence of
trace elements and vitamins is broken down in Higtdiable 2.

Table 2 Comparison of nutritional value, content ofessential nutrients of various insects

and food
Energy Protein Fat Carbohydrates
(Cal/100 g) (g/100 Q) (/100 g) | (g/100 Q)
Silkworms(hoods) 98 9,6 5,6 2,3
Ant 98,7 13,9 3,5 2,9
g | Cricket 121,5 12,9 5,5 5,1
£ | Grasshopper 95,7 14,3 3,3 2,2
2| Roast chicken 162,8 31,4 3,5 -
8 | Minced beef 288,2 23,5 21,2 -
£ | Eggs 150,0 12,0 10,0 2,0

Source: . RAMOS-ELORDUY, Julieta a Peter MENZEL. Creepy Crawly CuisineThe Gourmet Guide to
Edible Insects Paperback,: Park Street Pr, 1998.
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Table 3 The protein content of insect species agarcentage of dry matter:
Name % Protein
Dikraunera 56,22
Mealy worm 47,76
Beetle (larvae) 42,62
Weeuvil (larvae) 55,56
Honey bee (larva) 41,68
Eggs of Corixa and water boatmga63,80
Corixa 53,80
Shield bug 44,10
Ant 58,30
Grasshopper 75,30
Apamea 41,98
Skipper 30,28-51,00
Good Heavens 44,84-59,%57

Source: RAMOS-ELORDUY, Julieta a Peter MENZEL. Creepy Crawly CuisineThe Gourmet Guide to
Edible Insects Paperback,: Park Street Pr, 1998.

Table 4 Taste of insects

Ants sweet,almost nut

Ascalapha odorata caterpillars herrin

Apamea catterpillars raw corn

Crickets and grasshoppers Delicate flavors of otkverlap
Aquatic insect larvae Fish

Coreus Sweet gourd

Scales Fried potatoes

Moth caterpillars Root

Shield bug Apples

Termites Nuts

The larvae ofwood-destroyin gbeetleBork skin

Auchenorrhyncha Avocados and fried zucchini
Wasps Pine seeds

Corixa (the adults) Fish, shrimp

Eggs of Corixa water boatman Caviar

Skipper caterpillars Greaves

Meal worms Whole wheat bread

Source: BORKOVCOVA, Marie and TEAM, Kitchen insectdiversification.135 s. Brno: Lynx, 2009.

Utilization of edible flowers in the diet of the pgulation

One alternative natural source of nutrition foe opulation is edible flowers, which
from ancient times have been part of the human. dNetw food technology, with fast
refrigeration, distribution and eventually prese¢ioa, allow edible flowers to be used side by
side with industrially treated fresh chilled ved#és and fruits. Globalization has contributed
to a greater awareness and in turn, increaseddpelarity of an oriental life style, as found
in countries like China and Japan where there devgpread consumption of edible flowers
and has been such for thousands of years.

The main criterions for the evaluation of edidlanmers are signs perceived by human
senses. These include the identification of an alppe appearance, size, shape, color and
especially taste and aroma. [9] The color of flaavés determined by many chemical
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compounds and in particular, the content of camtenand anthocyanins. Edible flowers
with a higher amount of anthocyanins are usuallyetated with a higher amount of total
flavonoids. This is also one of the causes thacafihe high antioxidant activity of flowers as
compared to most other plant organs. [7]

Edible flowers also contain a number of importaghsory materials. Examples of
taste and protective substances include bittertanbss that deliver a pleasant bitter taste
such as gladioli, artichoke, dandelion, endive, amdicchio. Also found in this group are
aromatic compounds such asallicin (flowersof chivesucilaginous substances and allantoin
(borage), dyes (garden marigold, hibiscus red, pe@tc.) and a variety of medicinal
ingredients such as azulene found in chamomile madigold, flavonoids inchamomile,
lavenderoil, black elderberry flavonoids and glunokates in nasturtium. [8]. [7]

The quality of flowers, which are collected as el plants, is given by the quality
standard DIN. [9] Therefore, it is necessary tgoees the rules for the safe use of edible
flowers, food safety and the possible options fust@ffective use. All post harvest handling
of edible flowers until consumption must be mainéai at a temperature below 4°C in order
to uphold their quality by species, and within 2i&ys. The consumption of edible flowers
also takes into account the complex nutrients,resdengredients and substances that affect
human health.

The flowers are served mainly as a fresh garrostvdrious hot and cold dishes. The
petals can be used in decorating salads and dnihiks foods like pancakes can be decorated
with small roses. This assumes preparation of eomaly efficient cultivation and
harvesting technology that would provide a quickl anst efficient background material for
the duration of a season. [9]

Conclusion

FAO is the UN agency for the development of adtical areas and their activities
aim to reduce poverty and hunger. FAO provides ldgveent assistance, advice on strategy
and planning. They also collect, process and dissm information and serves
as an international forum for debate on issuesgatalture and nutrition. Specific programs
run by FAO help countries face food crises and ppevhelp in emergencies. Annual
expenditure on these projects represents more&B@d million and sources are made up of
contributions from donor organizations and govemisieAccording to the UN Food and
Agriculture Organization (FAQO), in 2050, there whik nine billion people on the planet in a
landscape where agricultural land is gradually el@sing.

There are several causes of the economic and ¢aets. These include careless
attitudes and dealings with the environment, bignges in the weather such as frequent
droughts and floods, related crop failures, largwants of imports and rising consumption
and waste of food in developed countries. These baen added as a decisive measure.

Added into this, is the speculative fervor in agliural commodities, the growth in
energy prices that is subsequently reflected inrigiag prices of fertilizers, pesticides and
fuel for agricultural machinery, as well as therease in bio fuel production (agricultural
products grown for the fuel return more than thosigvated for food). Capitalist farms limit
the growth of food crops on a smaller size and @oeoil quality). Rising food prices also
mean an increasing number of people suffering frloamger. In this crisis, capitalism
demonstrates once again that it is the system, wusthown deep inner contradictions,
manifested even at the global level.
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Abstract

The U.S.-EU economic relationship dominates thddweconomy by the sheer size of
their combined economies. Developing the Transatlagenda is a response to the desire to
strengthen the relationship between the UnitedeStand the European Union in order to
enhance and maintain world stability. The TransAfiic Business Dialogue (TABD) was
conceived to promote closer commercial ties betwbkerlJ.S. and European Union. It offers
a framework for cooperation between the transatdabusiness community and the
governments of the European Union (EU) and UnitedeS of America (US). U.S. and EU
policymakers continually face the task of how tonange the increasingly complex bilateral
economic relationship in ways that maximize besediid keep frictions to a minimum.
Key words: International economics, US-EU economic partng@shWworld Trade
Organization, international business environmeran$atlantic Business Dialogue.

Introduction

U.S.-EU economic relations exist within a framekvaf economic, political and
security factors. Some of these factors have predhotoser economic relationships, while
others have created tensions that have, at titmesstened to undermine the relationship.

The U.S.-EU economic relationship dominates thddveconomy by the sheer size of
their combined economies. The combined populatiodroted States and the EU members
approaches 800 million people who generate a casdbgnoss domestic product (GDP) that
is roughly equivalent to 42% of world GDP in 20ombined EU and U.S. world trade
accounts for over 40% of all world trade. In otherds, the U.S.-EU economic relationship
has clout.

The United States and the EU member countrie®fareughly equivalent levels of
economic development and are among the most adyancthe world. As a group they
include the world’s wealthiest and most educatedufaiions. The United States and the
members of the EU, with a few exceptions, are majoducers of advanced technologies and
services. As a result U.S.-EU trade tends to beindustry trade; that is trade in similar
products, such as cars and computers, dominatevewdrade flows. Furthermore, the United
States and the EU have advanced and integratedcialasectors which facilitate large
volumes of capital flows across the Atlantic.

The Transatlantic Business Dialogue framework

The Transatlantic Business Dialogue (TABD) offerdframework for cooperation
between the transatlantic business community aadgttvernments of the European Union
(EV) and United States of America (US).

Structure of the TABD

The TABD is Co-chaired by a US and European CE@archairman for a period of
two years. The Co-chairmen lead an Executive Boafdanother 29 CEOs and/or
chairmen representing major American and Europeanpeanies with strong transatlantic
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credentials, who together make up the membershifpeof ABD. The Executive Board agrees
on the direction for the TABD, its activities bathort and long term. The TABD is convened
by the US Administration and the European Commigsamd it is this mandate that allows
the TABD to exist. On the US side, the mandate cofrem the Department of Commerce.
On the EU side, the mandate comes from the Euro@eammission, and the Presidency of
the European Union. Other US and EU governmemage and departments are included in
the dialogue, specific to a particular issue adsidsby the TABD. The TABD is funded
exclusively by the companies that participate mphocess.

Activities

The TABD meets at the senior level, or the ExeeuBoard, twice per year to lay out
the priorities of the business community and dicecof the TABD process. Throughout the
year, the working level representatives of thesepamies meet to discuss the details on the
recommendations established by the Executive Bo@idreach to other companies and
business organizations are conducted at this tevahsure that the TABD's recommendations
represent the widest business consensus possi#elABD works in close cooperation with
its conveners in the U.S. Administration, the E@ap Commission and the Presidency of the
European Council. The TABD also keeps legislatarthe European Parliament and the US
Congress informed of its activities.

TABD’s key agenda

TABD thinks that the way to foster innovation, arg economic growth and promote
job creation in the U.S. and Europe is to estaldi€arrier-Free Transatlantic Market. A key
feature of a Barrier-Free Transatlantic Market msapen investment climate. An essential
element is closer regulatory cooperation to spgetha removal of existing barriers to trade
and investment and to avoid the creation of newsom@her key priorities include the
integration of transatlantic capital markets, joiattion to balance security concerns
while facilitating trade and the movement of pepgkimulating transatlantic innovation and
protecting and enforcing intellectual property agaicounterfeiting and piracy.

Maintaining an open investment climate

No other commercial relationship in the world is Broad and as deep as the
transatlantic commercial relationship, which isistrated by staggering levels of investment:
in 2005, U.S. foreign direct investment in Europel &uropean foreign direct investment in
the U.S. each exceeded $ 1 trillion. Despite theatestrated benefits of foreign investment,
the TABD is concerned about protectionist tendentimiting an open investment climate.
Politicization of the investment review proceduaasl resulting protectionism drives up costs,
enhance risk, hold back review procedures and géyeenerate business uncertainty that is
inimical to cross border investment. (www.usembassgyuk, 2012)

Accomplishments

» Adoption of the Framework for Advancing TransatianEconomic IntegrationThe
Framework was adopted at the 2007 US-EU Summitreihects many of TABD’s policy
priorities towards realizing the Barrier-Free Tratentic Market. The Framework
foresees in the establishment of a Transatlantmn&mic Council, which will adopt a
work program to achieve the objectives of the Fraork, and will oversee progress
towards these objectives. The TABD has been chbgehe Summit Leaders to represent
the transatlantic business community on the Adyis@ouncil that sits with the
Transatlantic Economic Council.
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» Convergence of accounting standards. The U.S. Biesuand Exchange Commission
(SEC) has made proposals to eliminate the recatioii requirement for foreign private
issuers who comply with International Financial Bejmg Standards (IFRS) as approved
by the International Accounting Standards BoardS@A This is an important step on the
roadmap towards convergence of IFRS and US Gepexatlepted Accounting Principles
(GAAP), which has been a long-standing TABD priarit

» Implementation of a transatlantic Innovation Hegdite agenda. In 2007, the TABD
organized a high-level conference on innovatioatssl healthcare issues. US Deputy
Secretary of Commerce Sampson and EU Commissiore-Rfiesident Verheugen
endorsed the recommendations coming out of theescenée.

» Joint EU US action in third countries to protedeltectual property rights. Through the
efforts of TABD and others, the US and EU agreeddf@6 a EU- US Action Strategy for
the Enforcement of Intellectual Property Rightsmireg the TABD as a key interlocutor
for both strategy development and execution.

» The establishment of the transatlantic Regulataygpg@ration Forum in 200®reviously,
the TABD had helped finalize negotiations on the-EA$ Guidelines for Regulatory
Cooperation by proposing specific language on "af@mal transparency” to break the
impasse between the governments. (www.tabd.con2)201

Establishment and current issues of the TABD

Originally the idea of the late U.S. SecretaryG#fmmerce Ron Brown, the Trans-
Atlantic Business Dialogue (TABD) was conceived goomote closer commercial ties
between the U.S. and European Union. Brown, togetita his counterparts in the European
Commission, Martin Bangemann and Sir Leon Brittargated the dialogue system as a
mechanism to encourage public and civil societyirtp fostering a more closely integrated
transatlantic marketplace. Both governments saw business communities as a resource to
provide innovative ideas into further expanding rexaic interaction while also reducing
costly inefficiencies resulting from out-dated rigary and legislative practices. Bangemann,
Brittan and Brown sent a joint survey to over 18@Ms asking for their advice, input and
commitment to the new dialogue process.

Based on the responses received, Xerox CorporatidrGoldman Sachs International
offered to begin preparations for a wide-rangingOGlEvel meeting in Seville, Spain in
November 1995. The first TABD CEO Conference resiin over 70 recommendations to
the EU-US Presidential Summit held in Madrid in Beder 1995. This dialogue system was
also a key part of the governments' 1995 New Tittarg&c Agenda (NTA), which laid out a
plan to enhance overall transatlantic economicpiitical relations. (Krajakova, 2013)

Re-launching the TABD

In 2003, the decision was taken to re-launch tA8D0 in a new format, with a new
structure, membership, and focus. Under the lehgers Douglas Daft of the Coca-Cola
Company and Niall Fitzgerald of Unilever, the TABIdlopted an overarching goal of the
creation of a Barrier-Free Transatlantic Market.th¢ same time, the TABD extended the
length of the role of the chair company to two geiastead of one, and decided to hold two
annual Executive Board meetings instead of onea@EO conference, which were to take
place on the margins of the annual US-EU SummittaadNVorld Economic Forum meetings
in Davos, Switzerland.

The "new" TABD Executive Board met for the fitshe in June 2004 on the margins
of the EU-US Summit in Dromoland, Ireland, where ThPABD outlined its new vision, set
out the agenda priorities to achieve a Barrier-Ame@satlantic Market, and called on EU and
US political leaders "to regain a shared senseisdion that will push forward the frontiers of
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transatlantic cooperation to stimulate innovatimvestment and the creation of new jobs."
The response from the Summit meeting in Ireland wadsption of the goal of greater

transatlantic economic integration and the stanvofk on a "forward-looking strategy” for

achieving it.

In June 2005, the TABD Executive Board met onrttegins of the US-EU Summit
in Washington DC, where the TABD report to the US-Bummit prioritized the goal of
achieving progress towards a Barrier-Free Trans@tldMarket. Among the main TABD
recommendations were the creation of a Regulataygp€ration Forum (RCF) and the
development of a joint US-EU strategy to fight ctaufeiting and intellectual property rights
violations in third countries. Both these recomnadiahs were adopted by the US and EU, as
well as a broad-based work program covering maagia thdozen areas of activity very much
in line with TABD priority recommendations. (europa, 2012)

Biotechnology crisis

Despite its privileged role in transatlantic pglielations, there are fortunately real
limits to the TABD's powers. This has become cfeainstance in the case of biotechnology.
Market access for genetically modified products lbeen top of the TABD's agenda since the
start in 1995, but despite continued support frowm EC and US government the business
dialogue has failed to find an effective respomssrniowballing consumer opposition.

In the TABD's Agri-Food Biotechnology group, USdaBU industry has been united
in striving for ways to overcome restrictions impddy European governments. While often
described as a battle between US and Europe, #hestreiggle is between the transatlantic
business-friendly elite, and consumers in Europkianhe US. Together, the EU and the US
government, with the biotech industry, have beerking to find ways around hostile public
opinion. Throughout the process, EU and US officiahve adopted many of the TABD's
proposals, such as the pilot project on biotechmolapprovals (a step-by-step process,
starting with harmonized EU and US data requiresyéot new GM products). The results,
however, have been rather limited. (www.tda.go,2)0

Critical and priority issues

However, despite the continued far-reaching comeitt and involvement of the
European Commission and the US government, the T&BIDccess rate' has diminished in
recent years. Among the reasons for the loss of entumm is the growing opposition against
key TABD goals such as free trade in geneticallydified organisms (GMOs) and a new
round of trade and investment deregulation talkbénWorld Trade Organization (WTO).

Established in 1995, the TABD is undoubtedly thestmfar- reaching international
corporate-state alliance. With a mandate from th® gbvernment and the European
Commission, the 150 large corporations that makethgp TABD work meticulously to
identify "barriers to transatlantic trade." In efffethis means any regulation or policy proposal
that does not fit the corporate agenda on eithge sf the Atlantic. While the TABD's
demands closely resemble those of corporate lobbypg, it is far more than just another
industry group seeking political influence for iteember corporations. The deep engagement
of the US government and the European Commissi¢ineiMABD process sets it apart - and
makes it dangerous.

After the wave of early successes, the TABD's nrapact in the last few years seems
to have been "defensive" - delaying, weakeningvenedismantling a wide range of existing
and proposed regulations, most of which aimed tiegt the environment, consumers and
workers. A recent example is the planned EU bamanketing of animal-tested cosmetic
products, which the TABD has opposed since its 1B&%n Conference. The TABD brought
the proposal into the EU-US Early Warning systelaingng that a ban would violate WTO
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rules. The European Commission first decided tapmoee the ban until June 2002, and then
proposed to replace it with a reduced testing bag within the EU. This would mean that
cosmetics that are tested on animals in countriesde the EU could still be marketed within
the EU. The European Parliament is meanwhile trymglefend a combined testing and
marketing ban. The TABD has also successfully pmzsd the European Commission into
watering down a draft directive on Electrical anlddironic Equipment that has now entered
the final stages of EU decision-making. Mirroringnands of Brussels industry lobbyists, the
TABD wants to reduce the scope of proposed bangoxic materials as well as to limit
producer's responsibilities for take-back and riegmf products. (europa.eu, 2012)

Other "CEO Priority Issues" include the resolutioh outstanding EU-US trade
disputes, including disagreements over the EU lmahasmone-treated beef and US tax rules
subsidizing US-based exporters. The TABD callsiioreased and more effective use of the
Early Warning system, in which officials negotiateanges in proposed rules and regulations
in order to prevent new open trade conflicts framsiag. Issues that the TABD has brought
into the Early Warning system include restrictioms EU market access for genetically
modified agricultural products, and the plans foage-out of HFCs (greenhouse gas used in
refrigerators) as well as the aforementioned barawimal testing for cosmetics and the
proposed EU legislation on recycling of electroaind electric waste. To further tighten
corporate control, the TABD demands that traderésts are further 'up streamed' in the
decision making process, for instance through etrampact assessments' for all new
regulatory and legislative proposals. (www.ustr,ge¥12)

The TABD's call for a beefed-up Early Warning systhas strong support in the US
government. Instead of bringing conflicts to the @/dispute settlement system, which more
often than not leads to open trade wars (beef-hoendananas, etc.); the US wants a
"bilateral, pre-WTQ" system in place in the trafesatic arena. Certainly a second layer of
WTO-style 'dispute settlement mechanism' wouldkstrea blow against progress on
environmental and social issues.

Conclusion

While it is hardly surprising that large corpoaats remain enthusiastic about the
TABD process, it is remarkable that the politicapport for the business dialogue remains
largely unchallenged. The European Commission, wvh&s embarked on a charm offensive
since Seattle and claims to want to "harness gkdtan" and give it a "human face’,
continues to empower the TABD, working to impleméatrecommendations. It refuses to
see that shaping its regulatory and internatiorsdet policies around corporate priorities is
fundamentally at odds with environmental and sopralgress, let alone democratization of
decision-making.

Despite the continued support from the Europeami@ission, the TABD's future
looks uncertain. Widespread opposition to GM foscnly one example of the enormous
potential of grassroots activism to interfere witle corporate trade agenda. As campaign
groups pursue progress in social, environmental amsumer protection and defend their
achievements against corporate counter-campaignergment officials will be increasingly
unable to respond to the TABD's calls for implenaéinh of business demands. The effect
will be to further slow down the TABD's momentundagffectively undermine the process.

In conclusion generally we can say that furtherDT8ffective work regarding the
enhancing of US and EU corporations to be moreluaebin mutual EU-US trade relations is
somewhat uncertain. On the other hand the TABDrstihains a very important key element
within the transatlantic economic relations beibfgdao promote the US-EU economic ties in
the international economics trade and business@mnwient.
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ENERGY POLICY IN KAZAKHSTAN:
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Abstract

Kazakhstan, being a young sovereign country wihak rich deposits of oil and
natural gas, attracts the interests of energy comgustates. Landlocked position and weak
infrastructure makes the country lead a more adtixeign policy based on the energy factor.
Complex geopolitical environment and relatively #§mgoung economy of Kazakhstan
emerge as the main reasons for conducting multeveand balanced foreign policy. In this
paper the author tries to define the peculiaritiethe energy policy of Kazakhstan focusing
on the relations Russia, China, the USA and thegaan Union.
Key words: energy policy, Kazakhstan, oil, gas, USA, Chinas$a, EU.

Introduction

With energy prices reaching new heights, sourdesilcand natural gas outside the
Caspian region is gaining more importance in theldvBnergy Space. The Caspian region
has the third largest oil and gas deposits in tbddvafter the Persian Gulf and Russia. In
contrast to the Gulf, it demonstrates relative tpxal stability and a lower level of terrorist
threats and religious strifeKazakhstan has emerged as a regional leaderraagamnple of
successful economic development for the rest ohéve independent Central Asian states.

During the Soviet era, Kazakhstan in particulad @ane Caspian basin in general
comprised the de facto strategic petroleum reseftbe Soviet Union. Although discovered
in the 1970s and 1980s, the large hydrocarbon depos the Caspian region remained
practically unexplored until the mid-1990s. Thengi&engiz oil field was the only exception.
Work on this field started in the late 1980s. Astpaf Mikhail Gorbachev’'s policy of
openness to the West, the Soviet Union signed armayestment deal with US-based
Chevron, which became the first major Western catpan to enter the country.

After the collapse of the Soviet Union and gettindgependence, it was obvious that
Kazakhstan would lead its external policy basedhynirocarbon reservel.ranks the second
place after Russia on this parameter among all dorsoviet republics. Due to rich natural
resources inside the borders and the Caspian SeakKstan attracts attention of powerful
energy consuming states, which are playing a “NengaGGame” around the Caspian’s
energy resources. In this new geopolitical realityg region is drawing increasing attention
from the U.S., Russia and China as well as Europiaon.

Energy sphere was and remains as one of the faasics that shape both internal and
external policies of Kazakhstan, as well as thoketber actors such as Russia and the
European Union.

This report reviews the development and future spects of independent
Kazakhstan's policy in the energy sector, throlghprism of its uneasy but to date relatively

! COHEN, A. 2008.Kazakhstan: The road to independence. Energy painy the birth of a NationThe
Central Asia-Caucasus Institute & Silk Road Studfesgram, 2008. Printed in Singapore. ISBN: 978-91
85937-36-3.
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successful relations with the world’s most powedabpolitical players and risks threatening
the energy security.

Energy resources of Kazakhstan
Kazakhstan owns large reserves of energy resquaicéstherefore the energy policy
of Kazakhstan has influence over the world's oVverargy supply. Although Kazakhstan has
not described itself as an energy superpower, Kestak's president Nursultan Nazarbayev
has claimed Kazakhstan will become a factor of gnesecurity in Asia and Europe
Kazakhstan has a strategic geographical locatiototdrol oil and gas flows from Central
Asia to East (China) and West (Russia, global ntarke
According to BP statistics 2011:
- Kazakhstan's proved oil reserves account for 6l/tomitons (39,8 billion
barrels), 3,2 % of world's reserves.
- Proved gas reserves amount to 1,82 trillioh tri7 % of world's reserves.
- proved uranium reserves - 1,69 million tons, 21f%arld's reserves.

Table 1 Kazakhstan's place in the world's energyaserves and production

Oil 9th place Oil 18th place
Gas 14th place Gas 14th place
Uran 3d place Uran 1st place

Coal 7th place Coal 10th place

Source: BP statistics 2011
http://www.bp.com/sectionbodycopy.do?categoryld=780&contentld=7068481

The New Great Game and Energy policy of Kazakhstan

New Great Game: Multi-Vector Energy Geopoliticsn@etition among the global
actors in the Caspian and Central Asian regionsphasmpted many analysts to compare the
situation with the “Great Game”—a confrontationvee¢n the Russian and British empires
for influence in Central Asia in the 19th centuhy.the 21st century, however, more players
are competing for presence in the region

The struggle for Caspian energy resources theedtaight after the independence of
the Central Asian countries was actually a questldging down pipelines and buying
concessions over Central Asian oil and gas fields.

Four key powers dominate the geopolitical landscaund Kazakhstan’s sector of
the Caspian SeaRussia, China, the U.SgndEurope

Kazakhstan has chosen a path of transparency rcomgehe country’s foreign policy
in order to maintain a balance of external intexe@lver the years Nazarbayev, regardless of
the geopolitical climate at the time, has undentakarasian integration initiatives, as well as
consulting with the political leadership in Moscowashington and Beijing on all important
projects in the oil and gas sector. This multi-eeqtolicy course has thus far prevented a
single global political player from achieving coref@d hegemony over Central Asia.

2 Roberts and Cohen,. 2012.
¥ COHEN, 2008.
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Kazakhstan has seen a significant increase inigiorenvestment following its
independence and there are now a number of inten@iil companies that are involved in
the country's major projects. Chevron holds thgdsr stake of any foreign international oil
company (IOC) and is the largest producer in thenty. It has a 50-percent stake in the
Tengiz field and a 20-percent stake in the Karaahag field. Chevron has been operating in
Kazakhstan for decades, having entered the coduatigg the Soviet era.

In addition to Chevron, other IOCs operating inz&khstan are ExxonMobil, Shell,
Total, ConocoPhillips, Eni, CNPC, PetroChina, LUKas well as a number of other smaller
international oil companies.

Russian vector

For Kazakhstan, Russia is an important partnehenpolitical and economic fields.
Energy is a sphere which demonstrates the intesmioms and the interdependence between
policy and economy. For both Russia and Kazakhstaoperation in the energy sphere is
considered as the main feature of their foreigmcgol

In the economic sphere both countries share a @menergy infrastructure that was
constructed during Soviet period. The Atyrau-San@peeline was the only route through
which Caspian oil could be transported abroad, umpe. The Central Asia-Center (CAC)
gas pipeline has been connecting with Turkmenidtabgekistan, Kazakhstan, and Russia for
40 years.

In 2001 the new oil Caspian Pipeline Consortiuns 'eainched. Three states Russia,
Kazakhstan and Oman and eight companies dividesghhees of the CPC, but the largest
belongs to Russia. Today olil is transported to Rusg land pipelines, while transportation to
Europe bypasses Russian territory by going thrahglCaspian Sea with tankers. The former
way is cheaper and more effective. Kazakhstan hasohly export route (CAC), which
carries natural gas to the European part near tsiRuHowever, due to its landlocked
position in the center of the continent, Kazakhstivays needs to rely on the good will of its
neighbors for transporting oil and §as

Kazakhstani party supplies its gas through CAC gaeline only till the Kazakh-
Russian border, which is then processed at thellDrgrgas processing plant. One part of the
processed gas in accordance with the agreemengstgdéazakhstan; the other part goes to
export. But Kazakhstan is not directly involvedtire export transactions, that is to say, “not
admitted” to the Russian pipeline system. Gazpromopolistic domain of transport
infrastructure is certainly a limiting factor in eéhexpansion of export opportunities of
Kazakhstan in the supply of gas to the world market

The fact that both countries are getting closaindurecent years and heading the
same integration processesan favor Kazakhstan's export opportunities thhoRussia. The
most effective organization in the energy fieldhie Eurasian Economic Community, whose
members, Belarus, Kazakhstan, Kyrgyzstan, Russm @&ajikistan have committed
themselves to adopting common policies on tradegration, currency exchange, and
infrastructure development. In the framework af tbrganization the Customs Union and
Common Economic Space between Russia, KazakhstdnBatarus have the following
positive tendencies: the Customs Union expand®ropputies to accelerate movement of
goods, increasing the volume of trade between teenlmer countries; and the Common
Economic Space allows to realize such relevantiazakhstan legal norms as non-use of
quantitative restrictions in the mutual trade by garties and export duties, uniform tariffs for

* Yesdauletova, 2009.
® the Eurasian Economic Community (EAEC), the Custamion (Russia, Belarus and Kazakhstan), Common
Economic Space (Russia, Belarus and Kazakhstanthan@dollective Security Treaty Organization (CSTO)
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the transit of hydrocarbons, non-discriminatoryesscto the pipeline system of the member
countries.

However, as the practice shdwsffective cooperation of Kazakhstan with the
countries of Customs Union in the petroleum seistondermined by several problems:

1. Incoordination in the formation of tariffs fdve transit of oil and gas resources.

2. Lack of equal access to the Russian gas tratadjoor system for Kazakh gas.

These problems are a deterrent to enhance integratid cooperation. It appears that these
problems will be solved in the framework of the Goan Economic Space, that creates the
conditions for the free movement of goods, cap#tatyices and labor.

Nevertheless, the unresolved problem within then@on Economic Space remains
the fact, that the accepted agreement on the dafilascess to services of natural monopolies
in the sphere of gas transportation, includinglibsis of pricing and tariff policy, regulates
only the relations of gas supply within the Comni&sonomic Space. In the respect further
development of integration within the Common Ecoro@ooperation supposes the adoption
of measures to improve the regulatory framework @&ne creation of conditions for
cooperation between oil and gas complexes of thaelee countries.

American vector

USA energy companies (Chevron) were among therfoa-CIS foreign investors in
Kazakhstan. According to the contract, oil resee8-9 bn barrels will be developed in one
of the largest oil-fields of the world by KazakhAmerican joint venture Tengizchevroil over
40-year period .

At the end of 1990s and the beginning of 2000sUB& began to take more active
policy position, which was linked to the aim to Wen the geopolitical influence of Russia
and become more independent in the transportationiloand gas. Russia's parliament
refused to ratify the Energy Charter Treaty; consedly the foreign firms were not allowed
to access the transportation infrastructure inRhesian Federation. Therefore, the USA and
the EU agreed to construct a new pipeline bypagsiadgrRussian Federation, which was more
a political decision than economic.

Although the Baku-Thilisi-Ceyhan (BTC) was not romically effective because the
transportation took place through the troubled sm@aCaucasus (Nagorny Karabachos and
Gerorgia), after series of negotiations, Kazakhstaeided to join this western oil pipeline in
June 2006. BTC was the first route that would avb& Russian territory and diversified oil
export, on one hand. On the other hand, Kazakhstaded the support of the United States
in geopolitical terms and definiely it needed tbeefgn investments. The USA invested the
essential amount into Kazakhstan, total up to b&&loll from 1991-2007, which is about 30
% of all the direct foreign investments to Kazakhst

Chinese vector

Today China, breaks down the US monopoly in dggons called by the USA as ,the
zone of its strategic interests” - the Middle EdSentral Asia, the Caspian region, Latin
America.

China is a relatively new actor in Central Asia.1980s China was main exporter of
hydrocarbon in East Asia region. But since 1993CGhéese People's Republic has been an
importer of oil and g&s Nowadays China is the second consumer of enerdige world,
right after the United States.

® Rakhmatulina, 2011.
" Yesdauletova, 2009.
8 Korzhanevsky N. 2005.
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Until recent years, the West and the European etsuflayed a more important role in
the energy trade of Kazakhstan as well as RussisveMer the eastern direction is gradually
becoming the main export route in Kazakhstan. Tis¢ $tep was undertaken in June 1997,
when Chinese National Petroleum Company acquiré®.3% stake in AktobeMunaiGas.
Since then the chinese investments in the energgtie of Kazakhstan reached 1,5 bin. doll.

In 2004 the agreement on the construction of tipelipe Atasu-Alashankou was
signed. In 2005 the first sector of the pipelinéghwthe capacity of 20 million tonnes per year
was launched. Therefore, Kazakhstan is approactsmgain goal to diversify transit routes.

Kazakhstan and China collaborate on a bilaterdlragional level. In 2006 within the
framework of the Shanghai Cooperation Organizaiisrmembers announced the formation
of the Energy Club. The main aim of this club is doordinate efforts and exchange
information in order to integrate countries intocammon energy market connecting six
states—China, Kazakhstan, Kyrgyzstan, Russia, arfsekistan which are the members of
the SCO. The idea of creating energy club of SCOntiees is strongly supported by
Kazakhstan. As Sheryazdanova pointed out, “it is ohkey projects, where Kazakhstan's
role in the future can essentially increase. Engrghcy becomes the main expression of
multiplicity principle”. However American and European scholars and pialits are more
skeptic about this initiative. Matusov states thiaé agreements which have emerged in the
energy sphere are not products of the SCO, priyntrdy are reached outside of the SCO
framework, or bilaterally, meaning it is quite cen@ble that these deals would have been
signed even if the SCO did not exist”. In additiomany authors share the opinion that China
and Russa are becoming competitors in Central isia than being partnéPs

In spite of the widespread opinion that China &a®xpansion policy in Central Asia,
Chinese scholars are convinced that China ,has lmenyed national interests as a great
power outsider in the Caspian region. It has ncentbn but normal commercial
consideration™.

European vector

Growing disbalance between demand and supply gluha last years (reduction of
oil, natural gas and coal) and disputes betweersiRumnd Ukraine in 2006, Russia and
Belarus in 2007, the EU began to seek alternatugrces of energy, and the Caspian
countries formed a such group. It adopted a la@tomiuments during 2006-2008 period: Green
Paper ,,A European strategy for sustainable conmpet#nd secure energy”, ,External energy
relations — From principles to action®, ,Action pldor the period 2007-2009 in 2006 the
Memorandum of Understanding with Kazakhstan, , Tl &hd central Asia: Strategy for a
new partnership“ and others. Kazakhstan's relatwite the countries of EU rest on a
framework of agreements, the most important of whis Partnership of Cooperation
Agreement (PCA). The EU assisted Kazakhstan aner @@lentral Asian countries with the
programs of the Interstate Oil and Gas TransporEwoope (INOGATE) and Transport
Corridor Europe-Caucasus-Asia (TRACECA). TACIS wage of the first programs that
provided technical assistance to the post-Sovighres.

At the same time, the implementation of the Euampstrategy faces some serious
obstacles. Other states, first of all, Russia ahth&have stronger positions in Central Asia.
However, Kazakhstan's political leaders make atteritpkeep a balance between Russia and
China. Still, the EU has some advantages in itioiship with Kazakhstan. First, the EU is
able to offer essential foreign investments andymms. The purpose of TRACECA and

® Sheryazdanoca K. 2008.
19 Blagov, 2007; Marat and Murzakulova, 2007.
1y Gang, 2005.
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INOGATE programs is to ensure that the developnoéri€aspian Basin's energy reserves
serves European interests. In contrast, Russiaotamrest in Kazakhstan's economy since it
needs a great sum of investments for improvingnergy infrastructure.

The EU invested 1.3 billion Euros from 1991 to @00he new strategy declared that
in order to reflect greater EU engagedmen in tiggore the EC assistance budget to Central
Asia will be significantly increased under the némancial perspectives of 2007-2013 to a
total of 750 million. Euros, with the average arinadocation to the region under the
dev?gpment cooperation instrument increased fr&mélion in 2007 to 139 million in
2013~

Conclusion

Due to Kazakhstan's complex geopolitical posittord the development of the so-
called Great Game among powerful countries like tf#A, Russia, China and the EU,
Kazakhstan strives to achieve a balance and adyaritam the situation. In my opinion,
Kazakhstan will follow the multi-vector energy poyiin the future. Nevertheless, Russia can
be distinguished among other players. Both Kazakhand Russia are exporters of energy
and in general share common views on the energgypathile the USA the EU and China
represent consumer countries. On the other harehkkatan has shown that it does intend to
conduct a more independent foreign course, andsseekbe a more equal partner in the
Western or Chinese business relationships.

Also, the energy sector forms a large part of teenues in the state's budget,
representing almost 30% of GDP and 60% of all eispdyndeveloped domestic small and
medium business and the one-side oriented econoakg the government rely on energy
trade and try to support all transit routes whileyt guarantee increasing income. Therefore,
not only geopolitical imperatives, but also economgasons lay in the basis of multi vector
energy policy.
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Abstract

The crucial question - Central Europe or middledpe (as a sub-region)? We think in
terms of Central Europe as a region with its owstikictive characteristics, or whenever it
will be just in Central Europe in the geographidefinition? If you want to work with the
region as a specific, then you need to think alvauwat or whether it differs from Central
Europe East and West Europe.
Key words: geographical boundaries of the region, economicaateristics, political and
institutional definition, prevailing discourse, geitics, geo-strategy.

Introduction
Institutionalization of the Middle, respectivelye@tral Europe is quite explosive topic

both west and east of the region. Exactly — disonssare gaining explosiveness rather talk in
the East, because Russia refuses to recogniz@édiss of this part of Europe with the fact
that actually belong to the sphere of their geajgali interests and also thanks to certain
aspects of the historical, ethnic and language stWentrast is surprised emancipation
endeavour Central European societies stand ounasdependent entity as distinguished
from the West and the East, because they percai\as wone set of Eastern Europe, and of
course we are talking about Western societies.ti®mrest of the world is any division of
Europe under the resolution. Eric Hobsbawm sed&3eintral Europe only political category,
not geographical, not institutional. He speaks awene normative than positivist approach.
It should be noted that the concept of Central geing historically relatively young. For the
first time in his intentions wondering Johann Gugd Herder, and in the 70th the 18th
century, even in the period when the Central Eumoppeoples lived in large empires -
Prussia , Austria, Russia. However Herder concegksvnot with the political plane, but
institutional. In the 19th century were any emaatign’s efforts of these ethnic groups
suppressed. It was only after the World War I, tbsults indicate geopolitical renaissance
Central European affiliation, unfortunately onlyidfly, as the Cold War from the mid-20th
century meant the integration of Central Europeamtries into the Soviet empire. Release in
the international relations of the second half 8g¢hars, then brought a new momentum for
controversy over middle or Central Europe, but Wwhpersist to this day, i.e. more than 20
years after the fall of the Berlin Wall - a symlodlthe division of Europe into East and West.
That is why Timothy Garton Ash could no longer 8a$986 that Central Europe is returned.
If you want to work with the category of CentralrBpe as a distinct region, let's try to
answer the following questions:

1) What is the defining character of the region of Cwal Europe?

2) Is the Central Europe a real entity?

3) Is it not just embarrassment over the differeaitidevelopment of the Central

European countries compared to Western EU countflé&/hat is the current discourse

! The study is elaborated in the framework of thereintary science program P17 "Science of societitigs
and the media" at the Faculty of Social ScienceStafrles University.
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within the EUys - perceived differences between Western Europet@¢rand Eastern
Europe?

When processing the themes Central European desinwill be based on the
hypothesis that the countries of Central Europe disénguished from other EU member
states especially its institutional environment, ittt have much economic level, both to
Western European countries as well as Eastern Eanop
From a methodological point of view, | will try wearly differentiate the designation of the
Central European region: if it is just a geograpbpecification, then the middle when
thinking about Central Europe as a distinct entiy, research subject, then Central Europe,
which means consideration of issues of politiaatitutional and historical aspects.

Definition of the region of Central Europe

Central Europe as an independent entity is a nactsdf some historically influenced
by the particular distribution of political forceShe strategic value of Central European
territories for economic and therefore militarygets is the reason for the very difficult and
yet easily exploitable definition of Central Eurodée midpoint of Europe is a logical buffer
strip between the western and eastern parts ofpgurothe geographical context, between the
West and the East, in the political and institusilosense. Also, the economic characteristics
of the Central European countries have been anstidlreome transition between the Eastern
and Western prosperity poverty. Let us try to defdentral Europe as a specific region in
two basic levels, and geographical and politfcal.

Do not be fooled by the seeming simplicity of theographical definition since
geography is an important aspect of geopolitics imdaategorization therefore subject to
political , economic and strategic and securitylleinges. And of course, we are talking about
institutional characteristics. Not only the histaidi development of geographic borders shifted
according to specific needs, but also within indindl epochs was and is a different concept
of Central European. "Geography gives the term diéicEurope” ostensible commonplace
and obijectivity, which he does not own. Of coutkat notion has its geographical boundaries
... but in one of its foundations, as well as matiyer seemingly definable terms of public
discourse, to value judgments."Then "geographic definition is not yet important
characteristic of the region than the politicabmemic and cultural definitior:"

Somewhat looser geographical boundaries deperatintpe economic aspects of the
offers Robert Kastner, for which the constructiérCentral Europe cooperation development
process resulting in the creation of their own @toic region with increasing mutual
cooperation and creating a competitive environm€ettral European market is formed by
gradually linking individual economies, which demg$ depending on the intensity of mutual
contacts. "Central Europe isn't a bastion, or ésdr® Therefore Kastner included in the
Central European region, besides Germany, Austha, four Visegrad countries and
Slovenia.

"Central Europe is a controversial area and tha mréispute: dispute with leads on what this
space is® Very simply put the essence of the problem -allyeis the Middle East entity, or
on the contrary, only Central Europe ? Or, it &t ja part of Europe States lying in the middle
of the European continent, without any hint of ovadjity?

2 Limits of this contribution doesn’t post here tmbyze the economic and institutional charactessti
® Hobsbawn, E. J., 1989: 212,

* Adamkova, V., 1999: 5.

® Kastner, R., 2002: 21.

® Kosik, K., 1993, in Traviek, J., 2009: 7.
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The concept of Central Europe is the concept ofingpehanges. It is not possible to say
exactly here's bordef.'From this point of view, the positive evaluatiomnrly body able to
develop, stand, survive. But then we talked abarit@l Europe from a position of strength
region. A "concept of regional resilience of anyopelitical entity has several strategic
dimensions® from the military- security, economic to sociahcluding the comparative
advantages of international cooperation.

Geographical boundaries of Central Europe

Specification of the Central European region fagasous concepts which often
comprise a broader range of countries than woulcttlgt correspond to geographic
destination. There are included countries thatrilelsit the area in Western, the common
denominator of the Alps and study are referredstoha Alpine country. Besides the typical
Alpine countries such as Austria, Switzerland, bieastein and Germany, we're talking
about a majority of the territory is, however, begiahe Alps and Massif has his character
rather natural conditions of Central Europe. On ditleer hand, is set in middle Europe
Slovenia also included, which has not only a bé&sisgeographic jurisdiction within the
Alpine mountains, but | am convinced that Sloveisian this group classifies mainly for
historical reasons, when it was part of the Austri@onarchy quite a long time - longer since
13th century. Certainly another reason for theusicin of Slovenia into categories we tracked
European countries is its development in the sigtidlock. Lonnie Johnson from Oxford
Slovenia clearly considered as a part of Centrabpei unlike in Austria (sic) and Germany,
which understands only for Central European coestin a broader context. Slovenia has, on
other hand, very narrow, historically contingeriatiens both with today's Austria and with
ltaly, which for his involvement in the area of @=h Europe recordet Slovenia is often
associated with its potential to be a bridge betwdéhee EU and the Balkans. From purely
geographical point of view, Slovenia falls into Swrn Europe, respectively in the Western
Balkans.

Narrower concept of Central Europe group redudes ¢ountry closer to the
geographical heart of Europe. However, even in¢hie there is no clear definition. Almost
all agree on the four countries making up the aabgrouping of the Visegrad Group (V -4),
i.e. Poland, Czech Republic, Slovakia and Hungadjhough the Western geographers
Hungary may be actually form the western bordeEastern Europe. Even Slovakia and
Poland (sic!) can be understood as Eastern Europmartries, since the geographic midpoint
is shifted considerably to the west , which inclteth the Benelux and Alsace- Lorraine.
The other two states lying in the middle of the dp#&an continent - Germany and Austria it
in terms of geographical analysis is not a probéerd clearly belongs here, even if only for
someone in the extended context. Where hesitadiam place, the institutional aspects of the
evolution of these states - so different from copw -4, so relative to them. From the
historical, political, and in many ways an instibmal perspective, Germany and Austria are
clearly here. The influence of these countrieshendocial, cultural, political and institutional
development of the Visegrad countries is undenjablerefore, are thus not included in our
analysis of Central Europe.

Geographic contours defining Central Europe igtddoser than expected for such
relatively technical disciplines such as geographgoubtedly is expected.

But the in terms of work definition prevails nodbuth axis that corresponds to the
Narrowest border and works only with the Visegradniries as technically the heart of the

" Buzek, E., 2011.
8 Kugerova, 1., 2006b: 170.
® Johnson, L., 1996.
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European continent, as other states located incéméral part of Europe do not assume
definite characteristics as the V-4 countries, @értepends on the analyst's decision whether
to Central Europe included or nStKatzenstein like Johnson does not cover Austria or
Germany in this category analyzed with respechéir institutional and political history. This
means that operationally Central Europe coincidiéls twday's four post-socialist states of the
Visegrad group, but this is not purely geographdaedinition.

However, the understanding of Central Europe asgeon develops, so in 2012, in
most analyzes narrows radius region, while twemtynore years ago, the Central European
space understood in a much broader context. Frgeafrapher Foucher separated the center
of Europe (Median/Middle Europe) into two sub-regioCentral- Northern Europe consists
of seven states, namely Poland, the Czech Rep@ticakia, Hungary, Slovenia, Croatia and
Serbia. The second zone consists of the CentralthBm Europe, with four countries -
Romania, Bulgaria, Macedonia and Albania, which pletely excludes Greece from this
group, though he added influence on the developmérnhe countries of the European
subreglitl)n. But then inevitably the question are®$o which countries make up the European
south...

Similarly, at the same time saw Central Europe Amrican historian Magocsi that
the region saw the three zones, which shifted #owgaphical center of Europe is relatively
far to the east. North zone defined territory bewéhe Baltic Sea in Northern Kartpaty and
Dnieper. Here as it covers the following countriesmer East Germany, Poland, Lithuania,
Belarus, Ukraine and Moldova. The so-called. Alpi@arpathian zone corresponds with the
former Austria -Hungary, which means the followinguntries: Czech Republic, Austria,
Slovakia, Hungary, Romania, Slovenia and part afa@a, Serbia and even northern Italy.
The third region of Central- Eastern Europe, thé&k&azone covering the remaining part of
Croatia and Serbia, and other countries of the éorfugoslavia, Albania, Greece, Bulgaria
and the European part of TurkEyAlthough Magocsi talks about Central and Eastern
Europe, | think that the geographical point of vigvwere is clearly overlap between the
political and institutional aspects that just signgivided Europe into two basic parts, the East
and West.

Another American historian of Polish origin Halecdkparated the four macro-regions in
Europe, the Western and Central -Western and Geliaatern and Eastern region. Central
and Eastern Europe formed the band states betw&ede, Germany and Italy on the one
hand and Russia and Turkey on the other. This méaatswithin these limits Halecki
understood the gravity of Central and Eastern Reiriopone category, especially from a
historical perspective. However, he added, thatEallopean states and their societies are
mutually influenced and enriched, i.e. emphasizkdt even Eastern influences in Western
Europe.

Region of Central Europe is defined flexibly degheg not only on the geographical
jurisdiction, but as you can see from the previlsts often it resentments rather historical,
institutional, political, and economic parametefsonnecting different states in this part of
Europe. So, again, remind fundamental characterisCentral Europe is a bastion or
fortress.” New formation of Central Europe as atitgms a process of blazing after 1989
during the development of new forms of cooperatarthe part of individual states, as well
as individual entrepreneurs. Then the boundaryhef region can move according to the
intensity relations of neighbouring states, butaglisvin the minimum geographic anchor. For

10 Katzenstein, P., 1997.
1 Foucher, M., 1993: 60.
2 Magocsi, P., 1993.
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the purposes of this analysis, we work with a madéhe Visegrad countries, complemented
by Austria and Germany.
Political definition of Central Europe

Central Europe is considered to construct a kihdisiorical perspective is relatively
modern. While in the Middle Age, this region hasmeelatively militarily, economically
important, the onset of modern times shifted foaawsyy and wholly significance of territory
in the center of the European continent fell tor@amic sphere of influence, so the specificity
of the Central European region, was not considered.

Great Moravian Empire, "Slavic power in Centrat@e™* disappeared beneath raids
Finno-Ugric tribes in the early 10th century, ir thlth century, Hungarian empire gradually
linking Central Europe to the Balkans and from Ehtary Hungarians joined a personal
union with the Croatian Kingdom. Poland as a steds first recognized by the Holy Roman
Emperor Otto Ill. in 999, and in the early 11th twewn Polish territory stretched from Prussia
to Russia and became the largest Central Europagddms of the time. Poland increased its
importance Lithuanians form connections with thdidke Lithuanian Union in the years
1386-1600, yielding a significant empire of theioeg

Developments in Central Europe was linked for gaes with Germanic influence
within the Holy Roman Empire (962-1806 , resped}iv800-1806) with the centre of power
in the German historical lands , except for a shvoperiod when Roman emperors were
Czech kings Charles the Fourth and Sigismund. Nleskess, even in the early days of the
Holy Roman Empire was not just a mere dictatiothef Germanic princes or kings, but there
are also played an important role in the Centrabgean nations, namely the role of linking
Saint Adalbert or Slavnik.

While throughout the Middle Ages in the administra of the Empire prevailed
universalistic, transnational aspirations, from g&téntury grew stronger tendency to
understand " Holy Roman Empire of the German Natias a designation of the controlled
territory.

In the early Middle Ages at the time of the format of the first government
departments in deciding the destination affiliatiorChristianity, therefore - in retrospect - to
Western civilization. And we're at the underlyinglplem is the perception of today's Central
Europe: Central Europe as an autonomous entityseragher in understanding themselves
Central Europeans. Not so already in Western Euoog¥en Americans, Asians, who called
us all fighting on the Eastern Europe. Central paems like to differentiate from the East
Europeans that would like to belong to the Westamily. Suffice to say that there is good
reason to feel the least close-fitting categoryCetral European countries, i.e. Visegrad
states, as part of the West. It means in termsheifr tcultural and historical civilization
interconnectedness with members of the Politicalisputable the West, Austria and
Germany. But the point of contention is the verycpption of Western Europe, citizens of
the new ElYs member states and its inhabitants.

In that early period, the spread of Christianityg assigned the so-called mainstream,
ie. in the then known world of Europe the most pdule Throughout the reign Ottokar the
Second, after under Charles the Fourth and hisSsgismund, who were actually the only
Czech and Central European monarchs crowned empmdrdne Holy Roman Empire,
reaching significance in Central Europe probablgkeel. We talk on the 13th - 15 century.
Christianity has thus become a major political,this case, not institutional, major force
shaping the empire. Christianity and acts as aipallitool in expanding and consolidating
power.

i3

3 Krejei, O., 2009: 56.
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The importance of Central European history docueteiby the meeting of the three
kings in Visegrad in 1335, when the Czech king Johih.uxembourg , together with the
Hungarian King Charles Robert of Anjou and the $olking Casimir the Third the Great
divides up spheres of influence in Central Europkich define and stabilized against the
Habsburgs temporarily developments in Central Eeirop

But ending the Middle Ages and the beginning ofdera times is diagonal shift of
economic and therefore political and cultural digance of the area of Central Europe
towards the Mediterranean and Western Europe.sltdao with logical discovery overseas
exploration, colonization of newly discovered temies and their exploitation. It has to do
also with - today's terminology speaking - techhiocanovations. And also the fading
importance of Central Europe associated with theeld@ment of business cooperation
through sea routes, from which geographic DetertiinaCentral European countries
excluded, respectively minimized.

Napoleon Bonaparte to his interest in the creatiba large empire , to some extent,
highlighted the strategic cost of Central Europ&teANapoleon solution of Europe Congress
of Vienna is apparently the first historically docented identification of Central Europe as a
political entity"”, as a modern vision of Central Eurdpddowever, it is worth highlighting
the fact that this entity has been seen in otheddyse than today in all their concepts.

Certain shift in the perception of the Central Bagan region brought a period of stormy
industrialization of German territory in the firgalf of the 19th century, such as Friedrich
List, a German economist, formulated in 1844 hisaidf Central Europe clearly under
German leadership, which has drawn the contourslahburg and Trieste, so that the
German Empire became a strong competitor of theRawers, France and Russia. Suffice to
say that thinking within the customs union, i.et iewing angle violent Germanization.

The successful development of Prussia in the lasadks 19th century was reflected in the
increasing militarization of society , the resultvehich were also considerations about the
superiority of the Germanic race and the right ute rthe stronger of the Slavic peoples.
William the Second directly said he was as insgltio compare German Czechs, Slovenes,
Hungarians or Germans. "In this context, the Germanspapers and magazines after 1890
often wrote about creating a large economic ardeciwwould be under German leadership
comprised the greatest part of Europe, and couttessfully compete with the British
Empire, the United States and Eurasian Russia. itleis was already in the 19th and 20
century, mostly associated with the term Mittelgar@s a necessary precursor to dominate
the entire European continent® "

Reflections on colonization in Germany, but nonfazed to the regions outside
Europe, while in accordance with nationalism angag the concept of Drang nach Osten
or pressure in the eastern German states of naighbo the first place in the Central
European context. Drang nach Osten was pejorativielyed primarily Slavic peoples and
was associated with Germanization's efforts. Thierdince between this process and the
medieval Ostsiedlurt§ or the colonization of the eastern territories wasiceived as
essential: Ostsiedlung in the Middle Age was irt fagported by the Slavic rulers, because
colonization of empty territory was seen as a b&siseconomic development. In contrast,

* The so-called Intermédiaire Europe, which haditheeitself indicates the kind of category formitransition
— i.e not fully clarified the definition.

15 Krejei, O., 2009: 51.

'®Koralka, J., 2009.

7 authorship of the term is attributed to the Pojistirnalists Julian Klaczko, who had used in 184%nglish
it means Foray to the East.

'8t means East-colonization.
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Drang nach Osten was associated with violent Geization, with power regionalisrit.
Besides, "East German settlements, civilization @edmanization’s movement was fruitful
and simultaneously disastrous. German historyesthtory of the expansion of the Eat."

The fact that the pressure Germanization based aiia on arrogance is revealed in
the late 19 century at a time, evidenced by thesidemnations Frederick Engels in the
revolutionary period from 1848 to 1849 : "Howeves is often the case, the Czech
nationality, which, according to all the facts bétlast four centuries dies in 1848 last effort
to regain his former life, and this abortive attémipdependently of any revolutionary
considerations clearly proved that Czechs can goatto exist only as a part of Germany,
although part of the population will still continder several hundred non-German speaking
language ... | strive for Charlemagne Germans wteadily and persistently on conquest,
colonization or Civilization at least Eastern Ewap ... The importance of the German
element in Slavic border areas, which continualigreases with the growth of cities, trade
and industry, grew even more when it became clesdralmost everything that belongs to the
spiritual education is to be imported from GermaflyEvidently needless comments on the
prevailing nationalism and chauvinism...

Economic Development of Germany during the 19thtuwy accompanied by a
growing population is reflected in the increasedstonption of natural resources, including
food. Escalating pressure on raw materials hasnteddonly to the colonial expansion of
Germany, but also to the development of expandiadéology, according to many people,
legitimate. Friedrich Ratzel in 1901 in Article Levisraum (living space i.e.) is inclined to the
geographical Darwinism, according to which the estedn be seen as a living organism,
because its population is born, develops, agesdasl The state is obliged to ensure the
livelihood of its citizens and is therefore in thderest of the people can follow the law
stronger. For determinants of international poktates considered in addition to the size and
the quantity and quality of s6fl Ratzel thus became the founder of geopolitica distinct
discipline. Lebensraum idea is based on the tauitiGerman nationalism, when Germany
was seen as a dynamic nation, needing more resowbde Slavs were only static nations,
without any effort to expand. Therefore, the Slavations according to German nationalists
in decline and then their possible exploitation®grmanic peoples were seen as justified.
The question is to what extent the terms of natismg how about chauvinism.

We have the right to Lebensraum linked ratherr Ja#ter the First World War with
Karl Haushofer, geopolitics and successor Ratzadl @Gwede Rudolf Kjellén, author of the
term geopolitics, which attributed Germany morghtion Central and South-Eastern Europe
in relation to the provision of German needs). Habsr was based on the hypothesis viable
states, which dominate the surrounding regions.oAting to Haushofer in the interwar
period proved their vitality, and therefore pernmassdominance, only four pan-regions -
USA, Germany, Russia and JapganThese regional powers have the right to expand its
Lebensraum, living space at the expense of othantdes in the neighbourhood. Lebensraum
thus became imperial colonialism complemented byinmovative attempt to control key
territories, or traffic routes, all insured autarkiules in the economic sphere. Haushofer
considered the creation of the state, which wonbdude all Germans, their unification into
one state. "It is necessary that all parts of @énaitnited and certainly understand that living
room to Germany today is not enough, and its boueslare unsustainable. German nation

¥ Kueerova, 1., 2006a; 76-77.

2 Schldgel, K., 1986: 56.

L Engels, B., 1849.

%2 http://cs.wikipedia.org/wiki/Friedrich_Ratzel, &ss 4. 7. 2011.
8 Kucerova, |., 2006a: 76, Kerova, |., 2006b: 181.
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with the help of geopolitics must realize crowdihg space® Haushofer ideas became the
basis for a clear reflection of Hitler and Nazi girees, respectively them are Haushofer’s
theories associated. Nevertheless, became jusiiicas Japanese, and Soviet expansion at
the same time, so violent regionalism.

Chronologically back to the early 20th century gaiast extreme nationalism
propagate by All-German association appeared irb 181h his book Mitteleuropa Friedrich
Naumann , imperial deputy. Naumann defines Ce&wabpe as the area between France and
Russia. The shift in the role of Germany is astediavith the idea of close cooperation as the
two regional powers - Germany and Austria -Hungayt, also Slavic peoples living in the
Habsburg monarchy. The basic tool is to be econoromperation that will benefit all
participating nations. Due to the fact British egsonc dominance in Europe, then to Central
Europe together with Germany a unique chance tmaueally interconnect so that
individual countries do not simply become a pendansatellite receiver either Britain or
Russia®> A prerequisite was then Naumann's idea of redpeceligious, ethnic or racial and
linguistic diversity, which directly contradicts guailing when the German attitude to the
Central European region. Naumann understood Cdatralpe as a multicultural, multiethnic
and multi-religious region, in which just saw itgaljty - but sheltered German institutional
environment - from German as an official languafieraGerman legal system. Naumann's
vision of Central Europe and was clearly associatithl the Teutonic dominance, although ,
as pointed out that economic progress in Centrabfi@an countries is linked to the German
or Austrian and German capital as a unifying lamggydut not with the violent colonization
exactly not Germanization of Central European metio

Of course, the idea that such a post-war arrangefed to embarrassing reactions
within Slavic elites. TG Masaryk insisted that tar in Central Eurog@ must bring the
freedom of nations which have long been subjegritcipalities and where national revival
reached a certain degree. Must be based on thbliglstaent of democratic states in the
future, maybe connect a federation, but it willtbeir sovereign decision. Masaryk idea of
Central Europe - New Europe concerned zones fremBiitic States, ie. Estonia, Latvia,
Lithuania, to Albania and Greece. On the contr&@grmany and Austria Masaryk did not
include in the Central European region, because pierceived as institutionalized violence
organized by the ruling minority over the majoritgnd the continuation of a medieval
dynastic absolutisrft. This means that Masaryk Central region definetharily by political
factors, later also recognized the cultural speityfiof the regiorf®

Event of August 1939 contributed to problems lagarwith the Central European
identity - the Molotov- Ribbentrop Pact, or if terman- Soviet nonaggression pact , but the
substance of which consisted in the distributiorfuddire territorial gains of both signatory
States. Stalin was the Baltics states and Bessafilaldova mainly), Germans of Poland and
the path to the north and west of Europe. Czestalaslyl a Polish- Lithuanian writer, Nobel
Prize for Literature in 1980, defines Central Ewags simply "all countries that were in
August 1939 real or hypothetical trade betweenSbeet Union and Germany , ... removing
the role of the subject is deep history arise trmuamd explains our vigilance when
considering on its two large neighboufs."

** Haushofer, K., 1927, 1931.

% The question is, how could the Central Europeatioms. worry about any technical, technological and
economic competition from Russia then?!.

% Masaryk is systematically avoided the term CenEatope in the context of the dismissal Naumann's
Milleteuropa , or returned to the Congress of Veeterm Intermédiaire Europe, in Czech thereforeidenpa.
?"Masaryk, T. G., 1918.

% Masaryk, T. G., 1925.

 Travniek, J., 2009: 71-72.
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Post-war division of spheres of influence at ttat Conference (February 1945) and
Potsdam (July 1945) developments in Central Easfenope quite tilted clearly pro-Soviet
direction. Although in the interest of objectivityin Yalta there primarily for distribution in
Central and Eastern Europe, to a certain exterg havlateral meeting with Churchill, Stalin
in October 1944. Poland and Czechoslovakia diccantern the proposals. The problem was
in a different conception of democracy betweenWhest and the Soviets. A declaration did
not contain a single "institutional guarantee nteust in the good will of the Soviets in the
future of democracy in Central Europe ... Jalta leas... because the agreement rested on the
dubious assumption that Stalin and Western leagieesthe same meaning to the words like
democracy , sovereignty or independerie.Contrary to Stalin at the same time
pragmatically admitted: “This war is not like theevious ones, who occupied territory, who
also installs its own social system. Everyone mieeir system to where it will be his
army.” "Indulgent, romantic view of the Tsarist empiredathe Soviet Union ... Russia
Obvious errors can ever be put on an equal footiitly the crimes of the enemy. Russia is
closer to the West ..3* That approach can be summarized as allies to tvé&tSUnion
immediately after the Second World War. How naive..

Conclusion

Central Europe is a region specific or rather Baem sub-region, which has been
beset with many problems of its definition. Thersewly easiest technical definition, and
geography, is also not clear. It concerns the giagsothat is unable to move geographic
border according to political interests - possitypnomic, strategic overall.

Political features of the development of Centrafdpean nations clearly demonstrate
the strategic value of the region for stronger etayon both the west and the east.
Differentiation of ethnic, linguistic, to some ertereligious within these companies recorded
stronger, i.e. Germans, Austrians and Russiankein territorial expansion accompanied by
political domination, including the institutionabimework.

The first question;What is the defining character of the region of @¢ral Europe?

" Can be based on previous analyzes identify tHewialg - this is an area between East and
West Europe, both geographically as well as palitibence the strategic and institutional
concepts. Another defining feature is clearly bglog to the Western branch of Christianity

and Germanic influence millennial culture, languageerall institutional, and even the level

of formal institutions.

The second research questite Central Europe a real entity?"In this chapter can
be answered only with difficulty. It is? I'm afraildat not only from a global perspective, but
also from Europe is just hard verifiable. Centrairdpe is a majority opinion considered
rather as a subregion. A certain disdain towardallsmations that have been around for
centuries part of the great empires, whether PanssiHabsburg or Russian, respectively
Soviet empire, has its own logic. Only in Polandedio its market size, respectively
population and thus the importance of the EU nagjoti process rather extends from Central
Europe .

The third question is whethetNot just the embarrassment of differential
development of the Central European countries comgzh to Western EU countries?, it
means the current discourse within the EU15, whethperceived differences between
Western Europe Central and Eastern Europe?Answer is quite simple: they mix us up,
there was no difference in the institutional ennirent between the Czech Republic,

% Rupnik, J., 1988: 64-66.
%1 Djilas, M., 1962: 90.
2 Davies, N., 2005: 61.
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Slovakia, Romania and Western Balkans. Perhapsfdeydifferences only in the security
situation. And it is interesting that the specifafsCentral Europe feel perhaps only Central
European society, which is quite significant. NeithVest nor East in us sees anything
special. West clearly identifies us as membersasit&n Europe, Eastern us unison matching
the - one of the few exceptions where East and Véeshates.
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THE WAY OUT OF THE CRISIS OF THE EUROPEAN UNION
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Abstract

Global economic crisis that hit the European Urias acquired a new dimension to
the debt crisis of several euro area countrieschvtiireaten the very existence of Monetary
Union, the single currency. The EU institutions éi@adopted a decision on the establishment
of a temporary European Financial Stability FagilEFSF) and later the permanent
European Stability Mechanism (ESM), the aim of vahis to prevent the bankruptcy of the
individual euro area countries. At the same timeytkearch for a way out of the crisis in
further integration, adopted programs to strengttien economic and monetary union by
creating a fiscal union and the banking union. @eépy integration, however, requires the
transmission of additional competencies to the aitths of the Union which is now hinting
at a growing euroscepticism, nationalism and exsamwhich complicates the situation.
Keywords: The European Union, the Eurozone, global crisibt deisis, the economic and
monetary union, the fiscal union, the banking union

The impact of the financial and economic crisis othe European Union and

the eurozone

The economic and financial crisis that eruptedthea USA in 2008, affected the
European Union significantly and, in particulare tleurozone, i.e. the countries of the
European Union, which have created a monetary wamahadopted common currency - euro.
Crisis was accompanied by some of the classic sympt- it caused a slowdown to slump in
economic growth, economic recession, unemploymedtgrowth in a number of cases, the
deterioration of the social status of the majoafysociety. The specific manifestation of the
crisis in the eurozone was the growth of extermddtdf the member states, the loss of their
ability to borrow on international financial marketvhich threatened national bankruptcy.

As this crisis had a hard impact in particulathie countries of eurozone, there have
been disputes as to the extent the impact of tisesavas caused by the common currency
euro. Not only eurosceptic-minded politicians, sasha British MEP N. Farage, but also a
number of renowned economists had predicted a aashe euro as a common currency,
threatened by the emergence of the superstate,hiohwnation states are losing their
sovereignty. Once again have accusations appehatdatcommon currency was adopted
prematurely, it is primarily a political, or polithl-economic project. According to this authors
still need to be ready preconditions for the comneorrency, as the eurozone includes
countries which have significantly different degre® economic and social development,
social structures, historical traditions, and hetleecommon currency is untenable. Thoughts
even went so far as to suggest just the commoremecyr caused the rampant growth of
foreign debt:

! For example: Tyler Cowen, an economics profess@earge Mason University; Nobel Laureate in ecoiesm
James Buchanan, American economist William Niskarahothers.
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It is actually true that the crisis had the hardegpact on the eurozone countries and
was accompanied by foreign debt crisis, which hasight some of the countries up to the
brink of national bankruptcy. Greece was the fostntry, which has lost the ability to
borrow on international financial markets and iepresentatives asked for help the EU
authorities. The European Council has solved theaton at first with a bilateral loan to
Greece from countries of the eurozone, togethdr thig International Monetary amount of 80
billion euros. Draw on the loan was contingent with fulfillment of hard austerity measures
in the field of public finance; the fight with thgray economy; improve tax collection;
structural changes in the economy, etc. Whereasdbeomic situation in Greece got worse
and other countries of eurozone got into economaubie and foreign debt, the European
Council, the EU Council (mainly the Ecofin) togetheith the European Commission
acceded to the creation of the European FinantadilBy Facility (EFSF), and later to create
a "permanent institution” — the European Stabiltjechanism (ESM), which provides
financial assistance to members of the eurozofieancial difficulty.

EFSF has become fully operational in August 20d0date September 2010, it was
awarded the highest rating by rating agencies AEASF did not have cash, eurozone
countries guaranteed loans that it provided. Thé#itiahad capacity of 750 billion euros, but
it was possible to activate only 220 billion eurtteg amount that guaranteed the country with
the highest AAA rating. ESM has the financial ca$t80 billion euros, which embedded the
reciprocally individual eurozone countries, and teenaining amount of up to 750 billion
euros provided warranty. In regard to the unfavieraliuation ESM arose in July 2012 and it
was decided that temporarily it was to act, togethigh the EFSF. This would increase its
capacity by 200 billion euros from the EFSF. Theppse of these financial institutions was
to provide loans to eurozone countries that fouramselves in trouble on the international
financial market.

The first country to ask for help from EFSF wasldnd, than Portugal, and later
Greece applied again for a further loan. Then Sfmind itself with major debt problems and
asked for a loan of 40 billion euros for privatenks. As the economic situation deteriorated
in Italy it created a technocratic government lgdNb. Monti, and received an extensive
program of austerity from public finances.

ESM bailouts are conditional on member statesront a programme for the needed
reforms or fiscal consolidation to be implementedorder to restore the financial stability.
The country in concern will be analysed and evaldiatn all relevant financial stability
matters by the so-called Troika: European Comnisdtaropean Central Bank and IFM. The
austerity programs cuts of states budgets detéenbréne overall economic situation in the
eurozone and the entire Union, which went intceeaonomic recession. Some analysts and
economists have criticized the austerity programtsch realized all countries of eurozone as
the most important and emphasized the need foroeei@nncentives that would have revived
economic growth and made it possible to get othefcrisis.

The important role played the ECB, which has l&aca program of buying bonds of
troubled countries on secondary markets so-calledutgy Market Program (SMP). In
August 2012, the ECB prepared a new program ofrfguisonds calledutright Monetary
Transactions (OMT). On the ground of program ECBcpases bonds in eurozone countries,
at their request, but they must first apply to ESthjch based on analysis of the economy
shall draw up a recovery program of the economthdfy accept the terms and conditions of
financial aid, the program can be run. The programeks to subdue panic in international
financial markets and, consequently, reduces istarests of highly indebted countries and
helps relieve the pressure on the markets of malrgtates.
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What revealed the economic crisis?

The fact that the economic crisis has affectecninahe eurozone countries and has
showed itself as a debt crisis is a results offdtlewing. The problem did not lie in the
adoption of the single currency, but herein thamneocountries did not fulfill essential
requirements which were established when the cesmivould adopt the common currency.
A common currency must firmly stand on two pillasdich form a common monetary policy
and a common fiscal policy. But in present theaditin in the eurozone has evolved so that a
common monetary policy provide and ensure the EaopCentral Bank (ECB), but a
problem occurred with the second pillar — commoscdl policy. The minimal basic
framework of a common fiscal policy had ensuredSkebility and Growth Pact, a document
which consists of the agreement of the Europeann€budrom 199 and of the two
regulations: Regulation (EC) No 1466/97 on the rgjteening of the surveillance of
budgetary positions of the member states and theeilance and coordination of economic
policies (preventive part); Regulation (EC) No 144G70n implementation of the excessive
deficit procedure, that is, if the budget deficit @ Member State exceeds the reference
threshold set at 3% of gross domestic productdteective party.

In conditions of the prosperity and economic gifgwhost eurozone countries went
beyond these indicators, however, European Comoms$id not apply any penalties and it
could seems that it does not obstruct economic tjrawd common currency the euro, whose
value has been stable, and in a short time hasni®d¢be world's second most important
reserve currency after the dollar. Disobedienceréria of the Stability and Growth Pact
was one of the causes of the outbreak of a detisan eurozone, because it has not secured
the second pillar of the single currency — commeoal policy. The cause of the debt crisis,
therefore, was not in the single currency, butia disobedience of the criteria of a common
fiscal policy. It was therefore necessary to adaptnewed Pact, part of which was the
specific sanctions in case of its non-complianece.March 2011, the EU member states
adopted a new reform under the Open Method of Goatidn, aiming at straightening the
rules e.g. by adopting an automatic procedurenfifoising of penalties in case of breaches of
either the deficit or the debt rules.

The first steps of the European institutions arel éurozone countries were aimed at
rescuing endangered countries, to avoid non-cdetrdankruptcy and the rescue of the euro.
Even uncontrolled bankruptcy of such a small cqustrch as Greece (it contributes only 2%
to GDP of EU) would cause a fluctuation of the eanal the eurozone economy, which may
have inconceivable consequences for the econor&yJadnd could result in a collapse of the
common currency. German chancellor A. Merkel promwed at that time an important idea
that the collapse of the euro can have not omlgi¢reconomic consequences, but could call
into question the very idea of the of Europeangragon and, ultimately, may result to the
disintegration of the European Unidn.

The first direction of the efforts of the EU caostsi in the construction of the
mechanism that could stop the indebtedness, iaetie a mechanism able to provide loan to
countries that find themselves in a debt crisis eannot borrow on international financial
markets, a sort of European monetary mechanisms&bend direction of considerations the

2 PAKT STABILITY A RASTU.1997 [online] [cit. 10.1.202] Dostupné na internete:
http://www.europskaunia.sk/pakt_stability_a rastu

* MERKELOVA: NEUSPECH EURA BY BOL ZLYHANIM EUROPY A EJ ZJEDNOCOVANIA. In:CTK,
13. maja 2010. [on line] 2010 HNonline [cit.5.113) Dostupné na internete:
http://spravy.pravda.sk/merkelova-neuspech-eurbdiyzlyhanim-europy-a-jej-zjednocovania-1f0-
/sk_ekonomika.asp?c=A100513_172816_ sk _ekonomika_p01
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EU focused on the removal of the internal causestwtiiggered the crisis in the eurozone
itself, and formulate the perspectives of furthevelopment and continuation of European
integration.

The European Union thus once again finds itse#f listorical crossroads and looking
for ways ahead in the future. In the search forseawf the debt crisis and the way out of
economic crisis again appeared the basic dividimg ih the consideration of the European
Union and perspectives of its development. Econsmolitical scientists, politicians and
other analysts can be divided into the two mairugsp which differ by their assessment of
the processes of European integration and the ectspf its further development:

1. On the one hand was a group of euroscepticshakie argued that by the adoption
of the Lisbon Treaty, the Union in legislative stefor the integration is going too far,
directive of the European Committee tied up agtivit the member countries, hampered their
development and as a result the development oéiiee Union and overcome the current
crisis. Recommend to revert back, cancel the Lisbeaty, a number of EU directives and to
return some powers back to Member States. Themebhithat each state should find its way
out of the crisis of its own forces, refused hadp those countries that found themselves in
trouble. According to them the Union can only beadliance of strong, sovereign national
States that work together on a mutually benefibasis. A typical representative of this
thought is former Czech President V. Klaus, in Sloa promotes this line political party
Freedom and Solidarity and partly Christian-Dembcrislovement.

2. The second group believes that after the aoloptif the common currency
integration had not continued fast enough and eamined at the half-way. Therefore, they
recommend making further important steps on the wfaytegration, which not only will
allow overcoming the current economic and debtis;rigut will help restore its economic
dynamism and return its status as a major globajepl Very concisely the situation was
characterized by the Nobel Laureate in economi&iglitz in an interview for the magazine
Der Spiegel: “Europe is facing a critical point.eThlternatives are "more Europe" or "no."
The halfway configuration is unstable ... Europedsea common banking system and a
common financial framework. If Europe borrows astele it could have even better access
to credit than the United State's."

| am inclined to agree with J. Stiglitz that ewspne stopped on half-way and although
it can be painful and required sacrifices, it ixessary to continue down the road of
furthering integration. The European Council, theu@cil of EU especially Ecofin and the
European Commission reached to similar conclusidhss fact was expressed by the Ol
Rehn saying: "Economic and Monetary Union eithdr @omplete through a much deeper
integration, or we will have to accept a graduataheposition of the European integration
process, which lasted more than half a century."

The creation of economic, fiscal and banking union

After lengthy negotiations between states at ¢ivellof the Council of EU preparation
materials from the European Commission were adojptddarch 2011 by the EU the “Euro
Pact Plus®, which included the most important points of doemtfrom previous materials,

“ Interview with the economist Joseph Stiglitthe american dream has become a myth' In: Spi@géhe
October 02, 2012. Available on internet: http:/Amspiegel.de/international/world/inequality-in-the-
interview-with-economist-joseph-stiglitz-a-85890nh

® REHN, O.: Eurozéndaka b’ hibsia integrécia, alebo postupny rozklad In: HmEpgske noviny 30.11.2011.
[online] [cit. 7.1.2012] Dostupné na internetéhttp://finweb.hnonline.sk/c1-53888890-ech-upokdiiytchce-
vsak-zmeny-unijnych-zmluv

6 EURO PACT PLUS 2011. Brussels 20 April 2011. @] Available:
http://www.consilium.europa.eu/uedocs/cms_datasfiwessdata/en/ec/120296.pdf
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“Pact for competitiveness” and “Pact for the eurbie main result of the meeting was the
adoption of the documents on the establishment feigcal union and banking union. Pact
includes the following proposals:

- The budgetary semester. EK will treat the propadathe state budgets of the
member states before they will be approved in natigparliaments. EK will
express its opinion, objections or recommendatioos the perspective of long-
term stability, sustainability on compliance withetcriteria of the Stability and
Growth Pact;

- In case the country breaches the rules of the IByahhd Growth Pact, penalties
shall by impose. The country, which exceeds thekss inserts the amount of 0,2%
GDP in the ESM, or the EC and in the case thaffizides not removed by, or if a
country will not proceed according to the schedlriavn up by the EC, the amount
of the budget will remain in the EU budget. Theised Stability and Growth Pact,
which establishes a system of automatic sanctioteyed into force in December
2011.

In March 2012 Leaders of the 25 European Unionnttaes have signed so-called
“fiscal compact. “The Treaty on Stability, Coordiron and Governance in the Economic
and Monetary Union (popularly known as the “fiscaimpact") entered into force on 1
January 2013 following its ratification by Finlan@he treaty aims to strengthen fiscal
discipline in the euro area through the "balancedget rule"” and the automatic correction
mechanism.” The Pact did not attach the United Kingdom anddhech Republic.

The part of the Pact is so-called ,debt brakeiclwlwould strengthen fiscal discipline
in the Union in order to prevent the debt crisisEmrope in the future. Debt brake requires
that restrictive budgetary rules have been embedddtie constitutions of the individual
member states. Member states should manage baldndggts or end up in surplus every
year. Maximum permissible structural budget defisitexpected to be 0,5 % of GDP.
Penalties should by automatically imposed by theopegan Commission, and the possible
withdrawal would have be agreed with 85% of theesaif the member states.

Negotiations are continued about other topics el§ wr which, however, hard to find
major promotion by member states, for example: baization of tax bases in case of
corporate taxes of the eurozone; condition for taement age on population growth; the
abolition of a rule under which, together with atfbn increases the salaries (wage
indexation).

In December 2012 the European Council adoptedrtheiu direction - to create a
banking union within the eurozone. The first steghis way should by to prepare and carry
out banking surveillance of the ECB in eurozone tenstates. The plan is based on a report
entitled “Towards to real economic and Monetaryddij drawn up by the President of the
European Council Herman Van Rumpoy, together wiésiglent of European Commission,
the President of the European Central Bank androlaai of the Eurogroup. It also takes into
account a separate Concept for an extensive andingereconomic monetary Union,
presented by the European CommisSion.

7 “FISCAL COMPACT" ENTERED INTO FORCE ON 1 JANUARY 043. Available on internet:

http://www.consilium.europa.eu/homepage/highligigsal-compact-enters-into-force-on-1-january-

2013?lang=en

8 HERMAN VAN ROMPUY: Towards to real economic and Maary Union. 5. December 2012. (On line)

Available January 10th 2012:
http://www.consilium.europa.eu/uedocs/cms_datsmessdata/SK/ec/134198.pdf
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The legislation of the banking union should be ptated in February 2013. The ECB
should start with surveillance already from JulyL20n the case of large, systemic important
banks in Europe and in banks of troubled statestefilance should be gradually extended to
all important banks. It was decided that surved&amwill be applied to banks with assets
exceeding 30 billion euros, or those that make gaificant share of the national banking
market. This will increase the effectiveness ofgshending of funds so as to use effectively in
the interests of the whole and to not misUse.

The emergence of the banking union foresees thireas where the introduction of
prudential surveillance is only the first step:

a) Banking surveillance is the first step towardsd¢hesation of the bank union;
b) Special fund to rescue banks that may get intdoteoin the future;
c) The creation of a Europe-wide fund to protect bdegosits.

Banking surveillance may prevent the bank gointp insky operations; prevent
financial bubbles; the abuse of financial capifdie ECB may, if necessary, withdraw the
license for the banks.

Without the surveillance of the troubled banksthe eurozone and the EU cannot
draw a direct assistance from the permanent fub@i. At the same time a clause has been
embedded in the text of a fair balance in the posibf parent banks and their subsidiaries to
prevent the parent bank to deal with problems atetkpense of its subsidiary banks. (This is
very important for Slovakia, where all the larganks are daughters of the foreign banks).
The European Central Bank will gradually assumeassibility for all banks and their
branches in the eurozone and in the countries whiltloin to the surveillance.

The treatment involves the coordination of naiacieform, where in the paragraph 12
article a) sets out: “coordination of nationalorhs: the participating Member States will be
invited to ensure, in line with Article 11 of th&&TG, that all major economic policy reforms
that they plan to undertake will be discussedanteand, where appropriate, coordinated
among themselves. Such coordination shall invdieeimstitutions of the EU as required by
EU law to this end. The Commission has announcedhtention to make a proposal for a
framework forex antecoordination of major economic policy reforms ire tbontext of the
European Semestéf”

There were also reflections on the establishmdnt agating agency within the
European Union, since all three reputable ratingnaigs are American (Moody’s, Standard
and Poor’s, Fitch) and even though they act asfgriompanies, a number of their decisions
have been controversial, and often aggravate thatgin of weakening countries. In addition,
they have played a negative role in the procegheiutbreak of the financial crisis in the
U.S., when they awarded the highest ratings toymisdand companies which appeared on
the edge of bankruptcy. The only thing that hasikeeshieved in addition to the critiques and
several lawsuits against credit rating agencigisasthe EU adopted new rules for agencies in
November 2012, aiming to reduce the undue reliaicdne countries on ratings. The new
rules would simplify way to sue the agencies ifytheake a mistake, for example, in the case
of evaluation of the reliability of the state’s tetRating agencies will need to be more

® EUROPEAN COUNCIL 13/14. DECEMBER 2012. CONCLUSION@hline] [cit.5.1.2013] Available on
internet: http://www.consilium.europa.eu/uedocs/cBeta/docs/pressdata/en/ec/134353.pdf

1 EUROPEAN COUNCIL 13/14. DECEMBER 2012. CONCLUSION®rticle12, clause a). [online]
[cit.5.1.2013] Available on internet:
http://www.consilium.europa.eu/uedocs/cms_Datalfpwessdata/en/ec/134353.pdf
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transparent by assessing of the states; they eiéldeepting stringent rules and will thus have
more responsibility for errors caused by intentlynar by negligently.**

Political context in the eurozone and the EU

The paradox of the current times, however, is tihat deepening of integration
presupposes the transfer of other competences mesgtées of eurozone to common
European authority. On the other hand, howevern@mic and debt crisis, recession, to
which the European Union has fallen, caused eofiseistrust in most countries of the Union,
of its ability to overcome the crisis, caused thewgh of euroscepticism, nationalism,
isolationism, which are in direct contradiction kvihe need for integration. In a number of
EU countries it has strengthened the positionth@fationalist and anti-european parties, a
number of them got to the national parliamentshave even become members of the
governing coalitions and got an opportunity sigrafitly influence the government's decision
(e.g. in Greece, the Netherlands, Belgium, Finlakgien some traditional parties are moving
in their position more towards to euroscepticisar dxample, the British Conservative Party
is increasingly slipping away from the Union am the party there have appeared
propositions to organize referendum in the Unitedgdom on leaving the EU. In a number
of EU countries there is intensified irredentistdencies and efforts of the regions to separate
from their mother countries. For example, Scotldva$ already agreed with the Central
Government, that in 2014 they will hold a referemdon Scottish independence. In the
Spanish autonomous region Catalonia nationaligtgzawon in the regional elections, which
promised their followers to organize referendum tba independence of Catalonia. The
situation is complicated even in the heart of thaiod in Belgium where Flemish
representatives’ carry out the long term issueephsation from the less developed Walloon.

"Europe is under the influence of its integratjmolicy reshaping to the new Europe,
but ethnicity remains a part of reshaping its peitand non-political reality*® This means
that ethnicity that has been shaped by centuriikseshains a potential political weapon and a
part of the various ethnical concepts of Europeariesy. "Ethnicity is a reality of life that
well-targeted policy can exploft"

Herald a deterioration of the situation have beets in the suburbs of the France but
also the growth of nationalism and xenophobia ia thetherlands, Belgium and other
countries. The outbreak of the current global eaunccrisis caused the increase all of the
negative phenomena. Large parts of the societyartiqolar, youth fell into a deadlock, are
frustrated, can’t see any prospects for themsetvesciety and therefore are searching for the
enemy, the one who caused the situation, and akenlp for a simple solution. It is suitable
for the growth of the influence of nationalisticacist, a groundswell of neo-fascism
movements. Their hatred is traditionally turning@iagt immigrants, against citizens of other
races, different religion, different nationalitiemd now have found their new enemy who
causes their problems the European Union.

» Ratingovym agenttiram klepna po prstoch, za chybytubpyka. In: : webnoviny.sk. SITA 28. novembra
2012. [Online] [cit. 6.1.2014] Avialable on imtet: http://www.webnoviny.sk/ekonomika/ratingovym-
agenturam-klepnu-po-prstoc/584776-clanok.html?froewest_articles

12 GBUROVA, M.: Narodné $taty aeurdpska integradim. GONCOVA, M. kol.: Evropska politicka
spole&nost. Brno: Masarykova univerzita 2010, p. 13.

'3 |bidem, p. 13.
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Theoretical approaches to European Union

A way of dealing with economic and debt crisisrsedo have confirmed the theory of
liberal intergovernmentalist) especially in the early stages because the tingido deal
with the situation based on the tandem leaders @im@ny and France Angela Merkel-
Nikolas Sarkozy. They met regularly before the Sutvohthe European Council, agreed
together on crucial things and then establishedparsthed their proposal on negotiations of
the European Council. As a result, increased thmirtance of the European Council, which,
as a summit of leaders of the Member States, ilad® intergovernmental authority. The
European Council together with Ecofin adopted kegisions, which in turn were elaborated
and realized by the European Commission and othgrasational bodies of the Union. In
this situation, the intergovernmental authoritippear to have stood above the supranational
bodies, entrusted them by developing and implemgnsome of the concrete steps and
measures. An argument against this theory is coefir by the fact that even the most
powerful States were aiming to assert its intergsthe spirit of realism, but only joined the
negotiation within the European Council, where e&thte has the right of veto and were
looking for a mutually acceptable compromise. Aftiee adoption of Single European Act
and Maastricht treaty Council of Ministers caagtice qualified majority voting, “...which
allows even the larges states to be outvoted, wpbed to a range of policy areas, thereby
narrowing the scope of national vets.”

At the same time EU and eurozone also contain nsapyanational elements — such
as a common currency, European citizenship, théegiion of human and civil rights, a
common market allowing the free movement of cap#alvices and persons, the common
agricultural policy, competition rules, etc. A nuenbof the institutions of the Union are by
their very nature supranational — e.g. the Eurofiganmission, the European Parliament, the
European Court of Justic®. EU Member States are interdependent economidaibncially,
culturally and politically so much that they formsmgle unit that can successfully develop
only a joint effort. This means that the charasterifeatures of supranationalism can be
identified clearly.

Not one of these opposing concepts gives a corepsive answer to the essence of
European integration. All the important concept&afopean integration, which arose in the
past, had not taken into account sufficiently thabglization, which fundamentally changes
the conditions of the European integration. In ¢ooils of globalization nation States have
lost much of their original sovereignty and theystnaubmit to supranational corporations
and global financial capital. "Any controls of ghidynamic balance, are now out of reach
and actually even the ambition the vast majoritptbierwise sovereign (in the strict sense of
control regulations) state$’"States fail to protect their citizens before themthe contrary;
they get into depending on lobby and its globahricial subject. Ideological expression of
these groups is neoliberalism, which aims to craategulated free market, privatization not
only industry and services, but of the whole of pgublic sector. The starting point for the
national States is close unit within the Europeamob, which can create a "protective
umbrella” from the negative trends of globalizatiGmansfer of certain competences of the
national States to the EU institutions is therefooe weakening or loss of sovereignty, but on

1 MORAVCSIK, A..- SCHIMMELFENNIG, F.: Liberal Integeernmentalism. In: Diez, T.- Wiener, A. (Eds.):
European Integration Theory. Oxford: Oxford Unived$tress 2009, pp. 67 — 87:

> HEYWOOD, A.: Political Theory. New York: PALGRAVEIACMILLAN 2004, p. 114.

1 CHRYSSOCHOOU, D. N.: Theorizing European IntegratLondon and New York: Routledge 2009, p. 11 -
13.

" BAUMAN, Z.: Globalisation, Bratislava: Kaligram R0, p.64.
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the contrary, is the only way to salvage this seigrty. Therefore, also stresses the idea that
the current economic crisis the EU and eurozonébeasolved together by member states.

The further development of the European Union lay wf deepening integration is
important, therefore, for Europe to remain a glgblalyer on the international scene. In the
case that it fell apart, Europe will change to adfal of small and medium large states,
which will squabble among themselves and lose afiyance on the development of world
events. Europe can only remain a global actor enfthhm of a strong and united European
Union. Therefore, in addition to the completiontbé monetary and economic Union more
attention must be paid to the common foreign ardr#y policy of the EU and the European
security and defense policy.

The European Union is not just a simple intermatioorganization is not just an
association of powerful national states pursuingirthinterests (as claimed by a liberal
intergovernmentalism). It is something much motbere is a new type of community, which
forms gradually, on the basis of common economymiojyual convergence, breaking down
the elements of nationalism and isolationism, whach still quite strong. ,Supranational
entities, like regions or continents, must seekli@gelop political solidarity among peoples
who speak different languages, practice differetigions, and are bound to very different
traditions and cultures® (Heywood 2004: 115)
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INTEGRATED APPROACH TO REGIONAL DISPARITIES
EVALUATION IN VISEGRAD COUNTRIES *

Abstract

The paper evaluates the level of economic, scama territorial disparities in 35
NUTS 2 regions of Visegrad Four countries in théenence period 2000-2010. The
evaluation analysis is based on selected mathemhatiad statistical methods that lead to
construction of simple synthetic indices and wesghdynthetic aggregate index of disparities.
The theoretical part of the paper defines the conce disparities in the EU and
methodological background of convenient statisticaéthods for regional disparities
evaluation. The empirical part of the paper deaith whe measurement, evaluation and
comparison of disparities rates in all NUTS 2 regiof selected explored EU countries
through computed values of synthetic sub-indiceslisparities and weighted (aggregate)
synthetic index of disparities. All synthetic indg are calculated on the basis of Z-score
standardized variables using Euclidean distancéadet
Key Words: Cohesion, disparities, Euclidean distance, NUTSsyhthetic indices of
disparities, standardized variable, weights, Z-scor

Introduction

Although the European Union (EU) is one of the misteloped world integration
with high living standards, there exist significa@tonomic, social and territorial disparities,
mainly at regional level, having a negative impactthe balanced development across EU
Member States and their regions, and thus weakes gé&Hformance in a global context.
Disparities measuremerdnd evaluation at any level of territorial devetemt is deeply
associated with thiack of integrated approachemd methodologieshr most cases. Within
this paper, the application of integrated apprdachising construction of three synthetic non-
weighted indices and one weighted synthetic indedigparities are introduced in the topic of
disparities within Visegrad Four (V4) countrie®.iCzech Republic, Hungary, Poland and
Slovakia at regional level (NUTS 2).

The aim of the papes to measure, evaluate and compare the levalafanic, social
and territorial disparities that reflect the levadl cohesion in 35 NUTS 2 Visegrad Four
regions during period 2000-2010. The paper willifyemtegrated approach to disparities
evaluation that is represented by determination emchputation of synthetic indices of
economic, social and territorial disparities andpmsal of a construction of weighted
(aggregate) synthetic index of disparities. Tngothesis of the papas based on the
generally accepted concept of Willem Molle (200that regions with the lower level of
disparities achieve the higher level of cohesiothmterritory that provides better conditions
and assumptions for regional development poterdiad, vice versa. The paper, in content of
previous hypothesis, intends to establish the @npresumption that in regions with
agglomerations of capital cities in Visegrad Foaurtries (V4) is lower level of regional

! This paper was created under SGS project (SP2B3R4f Faculty of Economics, VSB-Technical Univéysi
of Ostrava.
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disparities in comparison with the level of regibdeparities in rest of NUTS 2 V4 regions
in all three explored dimensions of disparities.

Disparities and cohesion in the European Union

Disparities in the frame of regional developmem amajor obstacle to the balanced
and harmonious development of the whole territoknalysis of disparities brings the
important information about the key problematiaess in region (and thus in country) on the
one side and its development potential on the cdit®. There are different approaches to
definition of regional disparities in the EU ancetéfore this term can be understood as a
multidimensional problenKutscherauer, 2010).

According to previous realized empirical analysigl aesearch (e.g. Melecky, 2012;
Kutscherauer, 2010), this paper will recognize ehgeneral types of regional disparities:
economic, social and territoridEconomic disparitiesepresent different level of economic
convergence of countries and regions (Molle, 20h&t can be measured by economic
indicators.Social disparitiesare related to how people perceive spatially cifiiated quality
of the life, standard of living or social inequgl{Molle, 2007) and they are mostly measured
by the indicators of the labour mark&erritorial disparitiesreflect the strong inequalities in
the EU competitiveness factors. Territory ineqyalis expressed by the significant
differences in the economic performance, geograplmotential and transport and technical
infrastructure, capacity for innovations or quabfyenvironment (Molle, 2007).

In the European concept, the level of disparitiee be regarded as raeasure of
cohesion By Molle (2007), the cohesion can be expressedsimh level of differences
between countries, regions or groups that areipaly and socially tolerable. Based on
typology of disparities, three dimensions of cobesare recognized, i. e. economic, social
and territorial. Economic cohesiomvaluates economic convergence and can be exgregse
disparities reducing development levels of coust@ad regions by economic indicators.
Social cohesiortends to achieve objectives in employment and whayment, education
level, social exclusion of different groups andl@amographic trendd.erritorial cohesionis a
supplementary term to economic and social cohedibis concept develops economic and
social cohesion by transferring the basic objectWeEU, i.e. balanced and sustainable
development into territorial context (Kutschera#10).

Methods for disparities measurement and evaluation

Approaches of disparities measurement differ imcstre of using the disparities
indicators and ways of their processing. In theenirregional practice, the methods based on
cross-country (interregional) comparison or mathi&ahand statistical methods are often
used. Among disparities assessment methods can doeelyr included interregional
comparison methgdmethods utilizing Geographical information sysievariability level
(e.g. standard deviation and variation coefficiemtultivariate statistical methods (e.g.
method of main components and factor, cluster seranination analysesyimplistic models
method of real convergencenodified territorial Gini coefficient or method drtificial
neuron nets (e.g. Kutscherauer, 2010; TardSkokan, 2011). The adequate indicators of
national or regional disparities can be identifeed. within the Reports on Economic, Social
and Territorial Cohesion published by the Europ€ammission. Other possible indicators
appropriate for the evaluation of disparities dme £EU Structural indicators or headline
indicators for evaluation of achieving the targetsStrategy Europe 2020 (H&dova et al,
2010; Stanikova, Skokan, 2012). Within the aim and scope & faper, the selected
mathematical and statistical methods as methodsaoflardized variable, i.e. transformation
methods based on the normal distribution functmsgore) and method of distance from the
imaginary point for partial calculation of synthetindices of disparities have been used.
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These methods are often used to identificatiorieel of disparities and thus to evaluation of
cohesion (see e.g.ifpka, Provaznikova, Svejcar, 2011; Petiyupka, Provaznikova, 2011;
Melecky, 2012).

Z-score transformation method

Transformation function in the multidimensional text should satisfy at least two
conditions. First, since the attributes (indicat@se measured in different units, they must be
transformed into a common scale for aggregatiorcos® the functions should avoid
assigning high relative importance to extreme valfiehe original distribution has extreme
values. Transformation of original variables theref can be used to construct a
multidimensional indicator, such as synthetic iegiof disparities. The most commonly used
transformation methods include standardization ariable based on range, on the normal
distribution function (z-score) or on distance frtme optimal value achieved by the attribute.
As the application of classic data normalizatiorthrod, we useZ-score transformatiornhat
provides a way of standardizing data across a wahge of disparities indicators. Data
normalized by Z-score transformation are direc8gdiin the calculation of synthetic indices
of economic, social and territorial disparitiess@re transformation of selected disparities
indicators values for V4 NUTS 2 regions used inghper is calculated by equation (1):

g XX o
St
where:
u., Standardized value oth indicator forr-th region in timet;

X%,, value ofi-th indicator forr-th region in timet;

[ indicator of disparities;

r region; r ={1 =CZ01, ..., 8 =CZ08, 9 = HU10, 15 = HU33, ..., 16 = PL11, ...,
31 =PL63, 32 = SKO01, ..., 35 = SK04};

time; t = {2000, ..., 2010},

mean;

standard deviation.

X

Mean (X ) is calculated by equation (2):

R
D %0

X = @)

%,., Value ofi-th indicator forr-th region in timet;

R number of NUTS 2 regions; R=35;

[ indicator of disparities;

r region; r ={1 =CZ01, ..., 8 =CZ08, 9 = HU10, 15 = HU33, ..., 16 = PL11, ...,
31 =PL63, 32 = SKO01, ..., 35 = SK04};

t time; t = {2000, ..., 2010}.

Standard deviationg) is calculated by equation (3):

§= ©
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X,., Vvalue ofi-th indicator forr-th region in timet;

R number of NUTS 2 regions; R=35;

[ indicator of disparities;

r region; r ={1 =CZ01, ..., 8 =CZ08, 9 = HU10, 15 = HU33, ..., 16 = PL11, ...,
31 =PL63, 32 = SKO01, ..., 35 = SK04};

t time; t = {2000, ..., 2010}.

The Z-score standardized value masan(X, ) equals 0 andtandard deviatiorf§ ) equals 1.
Z-scores, however, take decimal values and cafsbenagative.

Euclidean distance method

Z-score transformation is an exampldinéar transformatiorand thus it changed
scaling uniformly, but it doesn’t define the distarbetween standardized values. There are
several convenient methods applicable for calautadif distance from the imaginary point
that is usually presents as an optimal value. Thstirommon way of computing distance
between objects in a multidimensional space iotoputeEuclidean distancesan extension
of Pythagoras™ theorem. The Euclidean distandeeisgiuare root of the sum of the squared
differences in the variables’ values; see e.g. (Wooy, 2001). As optimal value in
computing of Euclidean distance in the paper amglylsemedianis used. Euclidean distance
for i-th indicator and-th country in timet is calculated by equation (4):

Ei,rxz(qrt_usm)z (4)
where:
E Euclidean distance;
U standardized value ofth indicator forr-th region in timet;

.,  median foi-th indicator;

[ indicator of disparities;

r region; r={1=CZ01, ... ,8=CZ08, 9 = HU10, 15 = HUS3, ..., 16 = PL11, ...,
31 =PL63, 32 = SKO01, ..., 35 = SK04};

t time; t = {2000, ..., 2010}.

Synthetic indices as integrated approach to dispaies measurement

Construction of synthetic non-weighted or weightedlices of disparities for
evaluation of regional disparities and derivatibe tevel of cohesion includes datasetl6f
selected indicatorof disparities. Each dimension of disparities regented by selected
indicators listed in Table 2. The construction rdices has been inspired by approaches of
Farrugia and Gallina (2008) that proposed constmatf index of territorial disparities and
also by Barcena et al. (Barcena, Prado, Beccarialchik, 2004) that evaluated social
cohesion in Latin America by construction of indefxsocial cohesion. Synthetic indices are
compute as partial simple sub-indices for eachviddal dimension of regional disparities
(Melecky, 2012). Synthetic indices of each regiorior each dimension of disparitiels in
timet are calculated by equation (5):

|
2B

ID, 4, == | (5)

where:
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ID index (sub-index) of disparities;

E Euclidean distance;

region; r={1=Cz01, ..., 8 =CZ08, 9 = HU1Q, 15 =HU33g, ..., 16 = PL11, ...,
31 =PL63, 32 = SKO01, ..., 35=SK04};

dimension of disparities; d = {economic, sociatritorial};

indicator of disparities;

time; t= {2000;..., 2010},

number of indicatorsper one dimension of disparities; for NUTS 2 regidr {6, 6,
4}.

-

—_—— -0

The construction ofweighted synthetic index of disparitidsas been met with
problems related to theveighting We can aggregate data by using equal or diffedent
weight given to all free dimensions of disparitiddelecky, 2012). On the background of
descriptive statistics and variability of selectidaset of indicators, we have uskifierential
weights for each dimension; however, some research mayepexual weighting (e.g.
Farrugia, Gallina, 2008)Veightsused in construction of weighted synthetic indeaspnted
in equation (7) are calculated by equation (6). §Nts are designed and based onr#ttes of
variability (variability characteristics), which express thstribution of values of a given
variable around the mean value of the whole sdbtd. Therefore, weights reflect how values
in the set of data are scattered around the ceortighether there are extreme values in set of
data. Like a variability characteristic, tRangehas been used. Range presents a descriptive
statistic ofabsolute variabilityof a set of data. It is the difference betweenl#rgest and
smallest values. It is the size of the smallesrirdl which contains all the data and provides
an indication of statistical dispersion. It is m&&sl in the same units as the data. Since it
only depends on two of the observations, it is nus&ful in representing the dispersion of
small data sets (Woodbury, 2001, p. 74). RaRgpresented in equation (6) expresses
difference between largest (maximum) and smalleshithum) scores of each calculated

synthetic sub-index of disparities.
T

R ID, 4,
— =1 "
Wy == (6)
where:

Ir? ID, 4 Range of each calculated synthetic sub-indexsyatities of regiom in timet;
E\’ ID, 4, = 1D, 4 [ ID, 4 t..» Where |Dr,d e IS Maximum value of
index of disparities of regionfor dimensiord in timet;
|Dr,d .., 1S minimum value of index of disparities of regiofor dimensiord
in timet;

ID index (sub-index) of disparities;

Wy weight per dimension of disparities;

d dimension of disparities; d = {economic, sociatyitorial};

t time; t ={2000;..., 2010},

T T=11.

Weighted synthetic index is calculated from thetiphindices of disparities for regian for
dimensiond in timet by equation (7) on condition (8):
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3
IDWr,d,t :Z IDr,t,d GS’\Nid

(7)
D W,

d=1
on condition: Z Z W, =1 8)
where
IDW weighted synthetic index of disparities of regidor dimensiornd in timet;
ID index (sub-index) of disparities of regiofor dimensiord in timet;
Wy weight per dimension of disparities;
w
T relative weight per dimension of dispariteég relation to other dimensions of
z Wy disparities in periodt
d=1
d dimension of disparities; d = {economic, sociatyitorial};
r region; r = {1 =CZ01, ... , 8 = CZ08, 9 = HU10, 15 = HUS33, ... , 16 =

PL11, ..., 31 = PL63, 32 = SKO1, ..., 35 = SK04};
time; t = {2000;..., 2010}

~—+

Application of synthetic indices approach for dispaties analysis and

cohesion evaluation in Visegrad Four NUTS 2 regions
Methodological background of analysis

Analysis of economic, social and territorial digpes is based on 16 selected
indicators of disparities in V4 NUTS 2 regions. Batimension of disparities is presented by
selected indicators listed in Table 2. The refeeeperiod (2000-2010) is determined by
selection of all indicators and their data avallggbin territorial unit NUTS 2 for 35 regions
of 4 countries, i. e. Czech Republic, Slovakia,aRdl and Hungary. We have used the
European Statistical Office database (Eurostat2P@s basic source of disparities indicators.
Procedure of empirical analysis of cohesion evalnain selected NUTS 2 regions is based
on the procedure scheme listed in Table 1.

Table 1: Basic scheme of empirical analysis approhc

Input data analysis
» Collection of convenient selected indicators exfional disparities for 4 countries and |35
NUTS 2 regions »

» Data normalization (Z-score transformation mejhod

» Dataset of normalized variables for selecteduhtiees and 35 NUTS 2 regions »

Calculation of synthetic indices of disparities

» Calculation of distance (Euclidean Distance Mdjhe

» Calculation of synthetic indices of disparities

» Calculation of relative weight for each dimensadrdisparities »
» Calculation of weighted synthetic index of dispes »

» Descriptive characteristics of synthetic indicagability »

Results and discussion

» Comparison of regional disparities across allefisions »
» Derivation of cohesion level in explored NUTSegions »
» Interpretation of results and discussion »

Source: Own elaboration, 2012
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Data

The selection of disparities indicators resultsrirthe concept of regional disparities
evaluation used in the EU. The adequate indicaibregional disparities can be identified
within the Reports on Economic, Social and Territorial Cohadioat evaluate the trends of
disparities and cohesion in the EU Member Stated #ieir regions (see European
Commission, 2007, European Commission, 2010). Hewekie determination of appropriate
and comparable regional statistics has faced tlgaifisiant problems of the limited
availability at the required territorial level (N\3TII) and length of time series (2000-2010).
For the reasons mentioned abo%6,relevant indicator®f regional disparities, available in
Eurostat database for the reference period 2000-2dth same scope of availability, has
been chosen for the evaluation analysis. The ecmndisparities are covered I/selected
indicators, social disparities are reflecteddselected indicators and territorial disparities ar
covered byl selected indicators. Selected indicators and thiial units are shown in Table
2.

Table 2: Selected indicators of regional disparities

.Type. (.Jf Indicator Units
disparities
GDP per head PPS
Disposable income of households PPS/head
Gross fixed capital formation Millions of euro
Economic | Patent applications to the European Patdttimber per million of
disparities | Office (EPO) inhabitants
Human Resources in Science and Technolqgy % wviegabpulation
.Emplo.yment in technology and knowledg% of active population
intensive sectors
Employment rate % of population aged 15{64
Employment rate of older workers % of populatiged 55-64
Employment rate of woman % of woman population
aged 15-64
Social U | % of labour force aged 1%-
disparities nemployment rate 64
Unemployment rate of youth OZ/ZOf labour force aged 13-
% of labour force aged 1%-
Long-term unemployment rate 64
Establishments, bedrooms and bed-pladdamber of establishment,
(Capacity of collective tourist accommodatiognpedrooms and bed-places
Number of collective
Territorial | Tourism intensity tourist accommodatiop
disparities establishments
Crude death rate 'Numt.)er per 100,00p
inhabitants
Victims in road accident Number of killed people

Source: European Commission, 2007, European Commiss, 2010, Eurostat, 2012; own elaboration
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Results and discussion

Average values of computed indices for each dimensf disparities for 35 NUTS 2
regions of V4 countries define the area of threlygmms in Figures 1, 2 and 3. Thetimal
form of illustrated polygons will be such a one poimattwould corresponds wittero value
of disparities in each dimension of dispariti8saller area of polygomarks thdower rate
of disparitiesin selected dimension and therefore thgher level of cohesiom selected
dimension and regiorBigger area of polygomarks thehigher rate of disparitiegs selected
dimension andherefore thesmaller level of cohesian selected dimension and region.

Overall resultspresented in following figures (Figure 1, Figurar®d Figure 3), based
on results of computed average values of syntl{stib) indices of economic, social and
territorial disparities for V4 NUTS 2 regions dugineference period 2000-2010 sign out, that
the biggest value of regional disparities in V4 NBJZ regions has been reached in territorial
dimension(max. 33.52 in region Mazowieckie (PL12)pllowed by value of economic
disparities (max. 18.18 in region Kozép-Dunantul (HU21Bmallest value of regional
disparities in V4 NUTS 2 regions has been idewtif¢ social dimension (max. 11.31 in
region Vychodné Slovensko (SK04)).

Figure 1 shows calculated average values (of iddadi values for the period 2000-
2010) of synthetic (subindex ofeconomic disparitiesat regional (NUTS 2) level in V4
countries. The best results have been reachedifialest level of disparities) in traditionally
economic powerful NUTS 2 regions with agglomeragia capital cities in Czech Republic
(Praha, CZ01), Slovakia (Bratislavsky kraj, SKOHungary (K6zép-Magyarorszag) and
Poland (Mazowieckie, PL12). Economic disparitiesmost of Czech and Slovak NUTS 2
regions are, according to values of this synthietilex, lower than in Hungary and Poland.
The highest value of synthetic index of economspdrities in V4 countries is represented by
NUTS Il region HU21 (Kdzép-Dunantul), PL38wictokrzyskie) and PL32 (Podkarpackie).
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Figure 1: Values* of synthetic index of economic dparities in V4 NUTS 2 regions
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Source: Own calculation and elaboration, 2012

Figure 2 shows calculated average values (of iddadi values for the period 2000-
2010) of synthetic (subhdex ofsocialdisparitiesat regional (NUTS 2) level in V4 countries.
Based on the results of synthetic index of socigpatities, social disparities are lower in
most of Czech NUTS Il regions and several HungaN&ITS 2 regions in comparison with
NUTS Il regions in Poland and Slovakia. The levkkocial disparities is the lowest one in
comparison with the level of economic and terrabdisparities across V4 NUTS 2 regions.
The smallest value (i.e. the best results) of stithindex of social disparities is represented
by NUTS Il region CZ01 (Praha), SKO1 (Bratislavsij) and CZ02 (SedniCechy). The
highest value (i.e. the worst results) in sociapdrities is represented by NUTS Il region
SK04  (Vychodné Slovensko), PL62 (Warfisko-Mazurskie) and PL42
(Zachodniopomorskie) throughout V4 countries.
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Figure 2: Values* of synthetic index of social disgrities in V4 NUTS 2 regions
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Figure 3 shows calculated average values (of iddadi values for the period 2000-
2010) of synthetic (sub)ndex ofterritorial disparities at regional (NUTS 2) level in V4
countries. Figure 3 demonstrates that highest |efetisparities overall recognized in
territorial dimension and there is also the biggesiability (range) of regional disparities
across NUTS 2 regions. Based on synthetic indetemitorial disparities, the best results
have been reached in NUTS 2 region CZ05 (Sever@d)iirL42 (Zachodniopomorskie) and
SKO03 (Stredné Slovensko). The highest value oftstic index of territorial disparities has
been reached in NUTS Il region PL12 (Mazowieck@J02 (StedniCechy) and HU33 (Dél-
Alfold).

Based on the analysis of the results mentioned ealloe initial presumption of the
paper, that in regions withgglomerations of capital cities in V4 countriedawer level of
regional disparities in comparison with the levelegional disparities in rest of V4 NUTS 2
regions, has been confirmed partly, i.e. only me&hsions of economic and social disparities.
Value of territorial disparities in NUTS 2 regiongth capital citiesdiffer in V4 from the best
results in NUTS 2 region SKO1 (Bratislavsky krd]! gosition), over NUTS 2 region CZ01
(Praha, 2% position) to the worst results in NUTS 2 regions 18 (K6zép-Magyarorszag,
30" position) and PL12 (Mazowieckie, 3position).
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Figure 3: Values* of synthetic index of territorial disparities in V4 NUTS 2 regions
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Figure 4 shows the results of computed averadees ofweighted synthetic index of
disparitiesover the period 2000-2010 for 35 NUTS Il regiorisvd countries. The overall
evaluation of individual NUTS Il regions shows thia¢ best results, in terms of the smallest
(smaller) value of weighted synthetic index of dispes and therefore the higher level of
cohesion, NUTS Il regions in thézech Republiand Slovakiahave reached in comparison
with NUTS 2 regions in Hungary and Poland. Czewoti Slovakian regions are ranked the
best during the whole period, e.g. NUTS Il regioBg05 (Severovychod, %), SKO01
(Bratislavsky kraj, ?), CZ01 (Praha,'® and CZ06 (Jihovychod,"™}. Best results and the
smallest relative value of weighted synthetic indethin Hungary and Poland have reached
NUTS Il region HU10 (K6zép-Magyarorszag,™7 PL63 (Pomorskie, ©, PL21
(Matopolskie, 18), HU22 (Nyugat-Dunantdl, 1) and PL42 (Zachodniopomorskie, ™3
The worst results and therefore the highest redatilue of weighted synthetic index of
disparities across all V4 countries have been ifiedtin NUTS 2 regions HU31 (Eszak-
Magyarorszag, 39, PL12 (Mazowieckie, 3% and PL11 (t6dzkie, 3%. Results of
weighted synthetic index of disparities hawestly confirmed thenitial presumption of the
paper. Only in the case of NUTS 2 region PL12 (vojvodsMpazowieckie) the value of
weighted synthetic index of disparities reachechHayel of disparities in comparison with
regions of capital cities in the Czech Republiov@kia and Hungary.
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Figure 4: Weighted Synthetic Index of Disparitiesm V4 NUTS 2 regions
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Conclusion

The measurement of disparities within this papeiyais has been performed through
construction of non-weighted synthetic sub-indicaisd weighted synthetic index of
disparities calculated from standardized valuedigarities indicators computed by Z-score
transformation and Euclidean distance. The mairaaid®ge of these methods consists nhamely
in their ability to summarize the different unit§ measure under the one synthetic
characteristic (index), which is the dimensionl&gsire. The analysis showed that, for the
most part, there was a consensus in the trendgtMWTS Il regions in terms of attainment
level of disparities and development potential deligg on the level of existing disparities.
Construction of synthetic indices and calculatidndsparities showed that since the year
2000 positive economic, social and territorial depeent has been monitored in NUTS I
regions of Visegrad Four until the year 2008. Iitespf narrowing rate of economic, social
and territorial disparities and convergence prodessdevel of cohesion, thesignificant
regional disparities between V4 countries still sem (see Figure 4). The performed
calculated indices also shown that the biggestadisps (in absolute terms) in 35 selected V4
NUTS Il regions can be identified in territorialnggnsion, the smallest ones in the social
dimension. In relative terms (without affecting desolute values) index of social disparities
in V4 countries achieved the highest rate of retatvariability and index of territorial
disparities achieved the smallest rate of relatagiability presented by coefficient of
variation.
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INNOVATIONS IN TEACHING ECONOMIC POLICY

Abstract

The paper within the project OPVK CZ.1.07/2.2.@®17 deals with innovation of
fractional policies as a part of innovation of gubject Economic Policy. Particular fractional
policies are described, attention is devoted tdsytaols, effects on macroeconomic variables
both in short-term and long-term periods, and asoent questions connected with their
functioning in Czech Republic and European Uniono$gn segments of economic policy are
specified; current problems of CR and EU are statémteover, legal form is stressed as the
base of their functioning because mentioned pdiaitse from it.
Key Words: Innovation, economic policy, fiscal policy, monstaolicy, trade policy, rule of
law

The current state of economic policy

The subject Economic Policy is taught at SchodBasiness Administration, Silesian
University in Karvina, in accordance with the plefof university study at the faculty. It is
the basis for acquiring knowledge in other subjesteh as regional economy and policy,
social policy, labor market and employment poli&conomic Policy builds on the basic
knowledge of macroeconomics and economic policluges partial and selected segments of
practical economic policy, taking into account ihiegration process.

Currently teaching economic policy A implemented the form of lectures and
seminars, where the teaching is used presentatiediam This is a mandatory subject
Bachelor's degree program of Economic Policy andhidéstration, Banking Study, European
Integration, Social Management and Public Econonaind Administration. The course
includes basic knowledge of how fractional policiésr example fiscal, monetary and
external trade of monetary policy and the individsegments of economic policy which
introduce students to the possibilities of theitegration in the system development and
practical implementation of economic policy. Brnefiutline the process of transformation of
the Czech economy in the European Union. The caoncdedes thirteen topics:

. Introduction to Economic Policy,

. Brief Development of the Theory of Economic Pyl

. Partial Economic Policies - fiscal, monetary anternal trade monetary policy,
. Stabilization Policy,

. Structural Policy,

. Policy on the Protection of Competition,

. Income Policy,

. Social Policy,

. Employment Policy,

10. Regional Policy,

11. Environmental Policy,

12. Microeconomic Policy of the State,

13. Economic Policy in the Czech Republic in thequkof transformation, the development
of the Czech Republic and the EU.

OCoO~NOUIDWNE
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On the seminars are presented essays on curm@nos tihat students choose at the
beginning of the semester.

Innovations in teaching Economic Policy

Course title Economic Policy A was modified on BEomic Policy, a compulsory
subject of the above program and courses Bankingydean Integration, Social Management
and Public Economics and Administration.

The innovation Economic policy A was to responaéav knowledge in the monitored

area, particularly in relation to the Czech Repiblmembership in the European Union and
the changing legal standards that are the basthédiunctioning of the market itself, but also
the realization of the partial policies and indivédl segments of economic policy.
Structure of the course was maintained, was updractantent of each chapter and
accompanied by a selection of legal standardsimgléb the policy and new knowledge and
its application in the area of policy in terms obth the Czech Republic and the EU
perspective.

Chapter Introduction to Economic Policy is thestfirchapter covering the
characteristics of economic policy, the subjecjeaband bearers of that policy. Attention is
also focused on the different types of economicicmd such as macroeconomic and
microeconomic, supply-and demand-oriented, systedn-aegulatory, theoretical and
practical. Further describes its objectives antrunsents broken down by different criteria,
different possibilities and limits of economic mylj followed by specification of the concept
of economic policy and the definition of economi®lipy, including its graphic
representation. The final subchapter concentrateissmes of economic policy of the Czech
Republic and the European Union.

The second chapter Brief Development of the Thebrigconomic Policy starts with
the beginnings of the theory of economic policyrotilgh the four stages of individual
economic policy. Followed by a description of preat economic policy in selected
countries, the USA, Great Britain, Germany, Swedenl Japan. The final subchapter
describes the basic concept of economic policyctiors that continue practical economic
policy.

Chapter Partial Economic includes fiscal, monetangd external trade monetary
policy. Subchapter Fiscal Policy consists of a dpon of the state budget, function of the
state budget, types of budget deficits, interndl external debt, objectives and instruments of
fiscal policy. Specifies different types of fisgablicy as expansive and restrictive with its
short-term and long-term effects and ends chaiatiteof selected aspects of fiscal policy in
the Czech Republic and the European Union, whexeetls talk of government debt, public
finance reform, update of the convergence progratheoCzech Republic for the period 2011
- 2015 Convergence Programme of the Czech Reputhéd\ational Development plan of the
Czech Republic from 2007 to 2013, the draft budget2012, the budget of the European
Union, equal access to the taxation of savings pedsions, and selected legislation.
Subchapter monetary policy is formulated by definthe primary objective, of monetary
policy instruments, divided into indirect and diréestruments with an emphasis on those
tools of the Czech National Bank. Are also charazd by different types of monetary
policy as it is expansive and restrictive with steort-term and long-term effects, both in the
money market, as well as using the model of agdeesigoply - aggregate demand, the role of
the central bank and its dilemma. The followingidescription of the coordination of fiscal
and monetary policy, supplemented by sight antagenirelationship, cooperative
relationship, the dominance of fiscal policy and natary policy dominance. Followed
subchapter involving view of the monetary policytbé Czech Republic, the updated Czech
Republic's accession to the eurozone. Chapternslutded characteristics of selected laws
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and aspects of monetary policy in the Czech Repudiid the European Union, which is
clarified by the Law on Banks, inflation targetinpe European Central Bank's, monetary
policy strategy, European monetary policy instruteeand a part of the Treaty on the
Functioning of the European Union, where is defibganonetary policy.

Subchapter external trade monetary policy is foatad by defining monetary policy,
external trade, openness of the economy, the pieeof this policy, its objectives and tools
divided into autonomous and contractual. Contingpécification of the export policy,
development of exchange rates, balance of paynaeit$alancing mechanisms, followed by
defining the external economic balance, the balaexternal trade monetary policy, divided
into short-term and long-term effects of both exgpa®m and restrictive policy on and the uses
to the two models, this is the model of aggregaipply - aggregate demand and the
Keynesian model. It also describes the proces®gperation and integration in the divided
microeconomic and macroeconomic, Export Strategyhef Czech Republic 2012 - 2020,
common commercial policy under the Lisbon Treatgt @s instruments. Finally, look at the
selection of legal regulations of the Czech Remubhd the European Union. The whole
chapter is accompanied by a graphical representatiacertain situations in the individual
policies context.

Fourth chapter Stabilization Policy first outlinése economic cycle, its phases,
according to the nature of the causes of actiorthefimpulse, the type of impulse and
direction of the impulse, accompanied by graphicéérpretation. To anticipate cyclical
business cycle indicators are used where spec#ied listed specific business cycle
indicators: indicator of confidence in industry aoohstruction, indicator of confidence in
trade and selected services, indicator of consurnefidence, the composite confidence
indicator and composite indicator.

Is then characterized by stabilization policy, dbjectives and instruments and
interpreted graphically. Further describes the equences of a combination of fiscal and
monetary policy, Keynesian and monetarist concéstabilization policy, pitfalls (hazards)
stabilization policies, among which we classify ¢irdelays and expectations. Followed by
explanation the perspective of monetarists and Kswms on stabilization policy and
followed the original concept, short and long-té?hillips curve.

The fifth chapter Structural Policy explains copisesuch as structure, structural
change and structural crisis, describes the factbstructural change, the types of structural
policies and theoretical approaches, among whichingkide liberal and interventionist
approach. It is listed as a list of the most imaetrtplanned actions that are part of detailed
review of priorities in the area of structural pods in the National Reform Programme of the
Czech Republic (UV, 2012). Followed by the conamptdf structural policy, objectives and
instruments of structural policy. Last subchaptethe problem of structural policy in the
Czech Republic and the European Union, which atediby Macroeconomic Forecast Czech
Republic from July 2012 (chapter Structural Polieypin areas: business environment,
taxation, financial markets, energetics and enwirental protection. Followed by a
description of the stages of structural changekertransit economies, structural policy of the
European Union, which is based on the Treaty orrtheetioning of the European Union.

Sixth chapter Policy on the Protection of Compmtit defines the concept of
competition and competitive environment, defines firm of distortions of competition that
makes existence monopoly and oligopoly. Describex@ lare theoretical concepts policy on
the protection of competition, including the coricep classical school of economics, the
neoclassical concept of politics of competitiore #ustrian approach, a concept of workable
competition and school optimal intensity of competi. It continues the explanation of
individual forms of limiting competition, forminde characteristic of contractual agreements,
abuse of economic power, merging entities (conaéotr), government intervention or

137



regulation and unfair competition, adding wordin§ specific legal standards. Other
subchapter includes objectives and policy instrusdor the protection of competition,
applying the supporters of this policy. The culntioa of this chapter is the issue of
protection of economic competition in the Czech ldic and the European Union (based on
the Treaty on the Functioning of the European Unand a list of selected legal standards in
the area of policy of protection of competition.

Chapter Seven Income Policy is characterized tagmee and wealth, the differences
in income and wealth disparities, identifies walysne@asuring inequality in income, including
the Lorenz curve, Gini coefficient, Robin Hood irdeuantile distribution and index of
poverty. It describes the process of redistribytieaistribution of instruments constituting
budget system and its elements, parafiscal systergalation of certain conditions and the
distribution of state participation in the negabas on the distribution of future revenues
between employers and employees. Subchapter issureme policy in the Czech Republic
and the European Union first emphasizes the fundtahkaw comes out of income policy in
the Czech Republic, the Czech income system armimaaeform. The income policy of the
European Union is focused on the common goalseoEtiropean Union in the area of income
systems.

The eighth chapter describes the definition ofiadogpolicy, its relationship to
economic policy. Another subchapter will theordti®acial policy based on social doctrines,
such as conservatism, Christian social teaching Rachocratic Socialism. It describes
various types of social policy disaggregated adogrdo various aspects of social policy,
description of the principles of social policy, thenciples of social justice and social policy
functions. Characterizes the social insurance daoogrto the Ministry of Labour and Social
Affairs includes pension insurance, sick insurarteealth insurance and social insurance.
Subchapter Objectives and instruments of sociatyatstruments are categorized according
to various criteria and are listed here as welbpescific doses, which solves assistance in
material need in the Czech Republic. Finally, asthrer chapters mentions the issue of social
policy in the Czech Republic and the European Unilociuding the selected legal standards,
it is described in more detail issues such as stdrgie levels in the Czech Republic, state
social support system.

The ninth chapter first outlines the theoreticatkground, which are characterized by
labor supply, labor demand and the role of tradensin the labor market. More details are
given various forms of unemployment, encompassgftictional, structural, cyclical and
seasonal unemployment. In the subchapter employpwitty, its objectives and the policy
instrument is divided by level, followed by spec#iion of objectives and instruments of
employment policy, again categorized accordinganous criteria, with an emphasis on the
tools of active and passive employment policy. el legal standards in the area and the
issue of employment policy in the Czech Republid #me European Union, the end of a
chapter and include a definition of the state eyplent policy, the labor office, employment
agencies, the National Development Plan 2007-20@i3fze EU's role in employment policy.

Tenth chapter Regional Policy defines the conedptegional policy, as well as
classification of the regions under the Nationav&epment Plan of the Czech Republic
2007 - 2013, themes of existence, namely econmual, political, and environmental and
regional policy principles. Another subchapter sjpex the objectives and instruments of
regional policy are broken down by various aspelteoretical aspects of regional policy are
two basic types of economic policy, based eithestate interventionism, or preferring the
release of market forces on the ground, based ithn ifathe private sector. Finally of the
chapter are selected legal rules in this area la@grtoblems of regional policy in the Czech
Republic and the European Union, which includeshsowjor aspects of the National
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Development Plan of the Czech Republic 2007 - 2&1Bfunds as the main instrument for
implementing the EU's economic and social cohesion.

The eleventh chapter Environmental Policy is fecusn defining environment,
macroeconomic relationship context creation pratactind creation of the environment,
describes the factors causing load environmentjeSubf the next subchapter is to define the
concept of environmental policy, its relation tee thse of limited resources and solutions
externalities, complete graphic explanation. Fod#dwby explanation of macroeconomic
objectives and environmental protection are intoedu to various instruments of
environmental policy, which is graphically demoastd the relationship of environmental
guality and economic policy objectives. Conclusadrthe chapter is devoted to selected legal
standards in the area and application of environahgmolicy in the Czech Republic and the
European Union, where as more fully described Queral Programme Environment offers
in years 2007 - 2013, the National Development Bfaime Czech Republic 2007 - 2013 and
the environment.

Twelfth chapter Microeconomic Policy of the stdifines microeconomic policy and
its causes, Initiatives and measures serving thee@ment to reduce the negative
consequences of market failure. It also descriles types of market failures such as
imperfect competition, externalities, public goodsd asymmetric information, which are
accompanied by graphical representation. Chapseriatludes the characteristics of tools of
microeconomic policy, which the government use<liminate or mitigate the impact of
market failures, these are the rules of conducimafket players, subsidies and grants,
government regulation and taxation policy. Finalke discuss the tax system in the Czech
Republic.

The last chapter Economic Policy in the Czech Repuin the period of
transformation describes the background and piiegipf economic transformation after
1990, the privatization process, the process efédilization (price liberalization, liberalization
of foreign trade) and basic transformation stepsotBer subchapter characterizes the
Copenhagen criteria, including political and ecormoonditions necessary for entry into the
European Union, also presents pre-accession sgrathg recruitment procedure of the
Member States, European Union enlargement. Finallyis engaged in a process of
convergence of the Czech economy to the leveletiropean Union.

Compulsory and recommended literature was suppitadeoy a new literary sources
and the current Internet resources, as well ad Egadards relating to the studied subject.
Literature includes resources from foundations @traeconomics, through the history of
economic theory, economic policy to integrationgasses.
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Abstract

The aim of this paper is to empirically analyzenamation performance of V4
countries and their NUTS Il regions using the gel@parameters of R&D effectiveness. In
the Introduction, the paper demonstrates the sggm€e of innovation and R&D performance
for economic growth. In its first part, the papesdribes two selected parameters of R&D
effectiveness — elasticity of R&D output on R&D utpand TFP. In its second part, the paper
proceeds to empirical analysis of V4 countries andts third part, it continues with the
analysis of R&D effectiveness on NUTS Il level of Yountries. The Conclusion summarizes
key ideas of the paper.
Key Words: R&D, total factor productivity, V4, NUST II, elasity

Introduction

Emergence of Schumpeter’s work (1939, 1943) imitlatonsiderate amount of work
and discussions about true impact of innovation @edtivity on economic growth, resulting
in the theory of exogenous growth (e.g. Solow 195%an 1956, Koopmans 1965) and
endogenous growth (e.g. Eaton and Kortum 1999)omat systems of innovation (e.g.
Lundvall 2007) and in elaboration of many otheestific theses.

The efforts of the EU to boost economic convergesmo®ng its member states are
safely anchored already in its first legal grouf@gicle No 117 of the European Economic
Community Treaty). In this paper, we concentratepa region in the EU that represents, in
our assumption, the key collision zone between,th&d and ,new* member states, i.e. V4
countries. V4 do share several important economa social characteristics as a result of
their common history path as a part of Soviet Unwanile the Western countries were
experiencing an accelerating pace of globalizasiod technological progress. The transition
period cumulated in May 2004 when all V4 countrie;med EU and other important
international organizations (e.g. NATO).

Despite their integration, V4 countries do rememibeir former cooperation and
therefore, continue to cooperate also separatediy the EU on so called V4 summits. The
results of their cooperation can be then obsemgaursuing common policy in front of the
EU in areas such as energy or transport. V4 reggoat EU-level important since its
population equals basically the population of Fearthe second most populated EU country
(according to EUROSTAT 2012 data it is roughly 6@ian).

It is, thus, completely reasonable, that this regaoquires more and more attention
in current literature. In particular, the V4 growdind catch-up process are beginning to be
broadly analyzed (e.g. PuSkarova 2012).

We decided to draw on this current state of litm@tand summarize key findings
from comparative analysis of selected parameteR&d effectiveness.
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Parameterization of R&D effectiveness

In this paper, we assess R&D effectiveness astybiliR&D to produce still larger
volume of output by still shorter volume of inputs.

We can assess effectiveness directly or indiredthe direct way to parameterize
R&D effectiveness is through comparison of input autput of R&D process — in most
cases, patents or patent applications are takeR&3 output, and R&D expenditures,
sometimes also R&D workforce is taken as R&D ingtte indirect way to quantify R&D
effectiveness is based on the effect of R&D adésgibn the real economy, aka it refers to the
total factor productivity (TFP).

Both ways have, of course, their advantages améfla

Parameterization of R&D expenditures through elastity of output on input

Parameterization of R&D effectiveness through ipputiput comparison may not
reflect reliably the reality.

First of all, it ignores stochastic nature of thaavation process (Keller 2010) as we
cannot safely determine direct irrevocable nexus/éen R&D expenditures and EPO patent
applications of the same year. It is a common dogiexperience that R&D expenditures
may lead to their result — a patent (or a patepliegtion) within several years. However,
compared to using the number of patents grantadgusimber of patent applications (for
analysis) reduces at least the delay of patentradtration.

Second of all, even patent applications do not empass all the innovations. Some
patent applications are just upgrades of alreadstieg patents, i.e. their value is already
partially to be attributed to former R&D (e.g. Jafind Trajtenberg 2002), or they are just,
due to its owner’s decision, not protected by dicial patent, although used (e.g. Griliches
1990).

Parameterization of R&D expenditures through TFP

Parameterization of R&D effectiveness through TF&ws$ on the knowledge of the
R&D effect — i.e. increased productivity of prodoct inputs. This effect is in the literature
quantified as parameter A = TFP (total factor paitity) from the Cobb-Douglas
production function.

Y=AK"L1" "= A=TFP=——
Kn Llu

The advantage of the parameterization through thewsresidual (how TFP is often
addressed) is clear: as a residual of the inputsdyztivity, it comprises all the innovation
(even unregistered patents) that is effectivelyduaed contributes directly to the growth.
Thus, it is the most reliable measure of R&D effatigrowth.

However, the calculation of TFP is rather ambigudus to risk of measurement
error and risk of selected variable bias, when maation of primary data exerts significant
effect on the calculated TFP in absolute termsdylatting some of its value (Katayama et al
2009). To resolve these issues, the literature igesvcertain suggestions. One of them
advises working with TFP growth rates instead oP Ebsolute terms.

Analysis of V4 using R&D effectiveness parametershonational level
Based on the data availability, we decided to anclo analysis in the data derived
from EUROSTAT and OECD Stat, and TFP growth datenfTED.
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Elasticity of EPO patent applications on R&D expendures
R&D effectiveness as parameterized by the elagtafitEPO patent applications on
total R&D expenditures in V4 countries is demonsitby Figure 1.

Figure 1: Elasticity of EPO patent applications (pe million inhabitants) on R&D
expenditures (constant 2000 prices, PPP, p.c.) indy<-o;00>
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Figure 1 demonstrates that the effectiveness of R&d2 in all V4 countries during
the whole observed period. The most effectiveristhis perspective, Hungary followed by
the Czech Republic and then, Slovakia. The low#sttveness of the R&D expenditures
was registered in Poland.

In our opinion, this ranking is not incidental. Hyany ranked number 1 as a result of
the following:

1. swift growth of its business, aka for-profit invesnts into R&D while
public R&D continue to drop,

2. in contrast to the other V4 countries, Hungary basn accumulating
app. 10,5% of all its R&D sources from abroad — fomajuite some time (Spisakova

and Suhanyi 2009).

The Czech Republic has, thus, found itself runrfongy” second in terms of R&D
expenditures effectiveness. Despite their pateptiaiions equalling the Hungarian ones,
Hungary manages to do so by lower R&D expenditimest than the Czech Republic.

Poland is running last among V4 due to its lowedtime of EPO patent applications
among the V4 countries.

Total factor productivity growth

R&D effectiveness in V4 countries as parameteritgdugh TFP is visualized by
the Figure 2. As absolute TFP terms are vieweckradh an unreliable indicator, we decided
to visualise its development by using its growttera.e. its indices with the base of 100 in
1995.
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Figure 2: TFP growth, indices of base 1995 = 100
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According to the Figure 2, it is clear that TFP wtlo has performed in the
observation period completely different trajectaag R&D indicators or patenting data
themselves (EUROSTAT 2012).

The most visible difference can be observed sifd€®! 2vhen the TFP growth can be
viewed as synchronized between all V4 countriestdeast between Slovakia and the Czech
Republic.

Figure 2 further claims that TFP rose most sigaifity in Slovakia followed by
Poland. TFP in Czech Republic and Hungary is ragitegnating. Considering that Czech
Republic and Hungary have in absolute terms theesgTFP, we may conclude that there is
strong convergence between V4 in TFP.

Analysis of V4 using R&D effectiveness parameterstoNUTS Il level

In this part of the paper, we would like to point differences in R&D effectiveness
between the NUTS Il regions of V4 countries. Theadeere derived again from EUROSTAT
and for better visualisation, summarized separgtéall each V4 country. We decided to
concentrate only on the direct method of R&D eflemiess parameterization.

The observed period is 2004-2009, aka since EU samme and beginning of
statistical recording on the NUTS Il level of V4urdries till less available data.

R&D effectiveness in the Czech Republic

The Czech Republic ranks second among V4 courtaasidering elasticity of EPO
patent applications on R&D expenditures. Figurestialise which Czech NUTS Il regions
drive this national R&D effectiveness, and if theee quite large dispersion of R&D
effectiveness among the Czech regions.

Prague as the capital, surprisingly, does not perfas well as we would expect, in
fact, it falls only among the average performing€zregions. The best performing are in the
observed period the eastern regions: Stredni Mor@vantral Moravia), Jihovychod
(Southeast) and Severovychod (Northeast) — onGppp.
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Figure 3 Elasticity of EPO patent applications on RD expenditures in the Czech
Republic, <-0;00>
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Among the lagging NUTS II, there ranks Moravskosker (Moravian-Silesian
Region), even though Severozapad (Northwest) ipe@dbrming particularly better either.

The dispersion of R&D effectiveness is not largd daspite few fluctuations and the
impact of global financial and economic crisis 009, it ranges between 0,4 — 0,6.

R&D effectiveness in Hungary
Hungary has been leading R&D effectiveness of Wesil995 (Figure 1).

Figure 4: Elasticity of EPO patent applications orR&D expenditures in Hungary,
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However, the dispersion of R&D effectiveness i©ieatarge — regardless the impact
of the global crisis, it still varies from 0,3 t¢70

The best performing NUTS Il regions in Hungary Bazep-Magyarorszag (Central
Region, around the capital city), Del-Alfold (Soeth Great Plain), and Eszak-Alfold
(Northern Great Plain).

Thus, in contrast to the Czech regions, the cap#gion is driving the R&D
effectiveness in Hungary.

The worst performing is indisputably Kozep-Dunar{@éntral Transdanubia).

R&D effectiveness in Slovakia
Slovakia ranked third in R&D effectiveness at tlational level (Figure 1).

Figure 5: Elasticity of EPO patent applications orR&D expenditures in Slovakia,
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Figure 5 demonstrates that Slovakia is without dataracterized by the largest
dispersion of R&D effectiveness — varies from &pgo 1.

The capital region — Bratislavsky kraj (Bratislakegion) is, as a matter of fact,
however, the best performing region among V4 NUIT&H we may conclude that within the
observed period, the EPO patent applications inBraislava region are elastic to R&D
expenditures.

However, the global financial and economic crisi2009 resulted in serious drop of
R&D effectiveness of the Bratislava Region — intfag the level of the second ranked Slovak
region Vychodne Slovensko (Eastern Slovakia) teaha only region among Slovak regions
managed to maintain their R&D effectiveness dedpiecrisis.

All the other Slovak regions fall far behind the R&ffectiveness of the Bratislava
Region with the Stredne Slovensko (Central Rego@mjorming in the crisis the worst.

R&D effectiveness in Poland
Poland ranked last in R&D effectiveness at theamali level.
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Figure 6: Elasticity of EPO patent applications orR&D expenditures in Poland,
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Observing the Figure 6, it becomes clear that thehern and western regions of
Poland were more successful in terms of R&D efiectess. Besides the two central regions
— Lodzkie (with the biggest city Lodz) and Mazovkiec (Masovian Voivodeship, with the
capital Warsaw), the most R&D-effective regions tre Malopolskie with the biggest city
Krakow and the south-western regions of LubuskielnDslaskie and Opolskie. Thus, the
capital is also driving the national R&D effectivess.

The dispersion of R&D effectiveness is also largares from 0 to 0,7.

Conclusion

Paper presents a short analysis of selected pammnet R&D effectiveness. We
decided to concentrate on two parameters: elastdibutput (EPO patent applications) on
input (R&D expenditures), and TFP.

In terms of elasticity of output on input, the papgemonstrates that for almost the
whole observed period of 1995-2009, Hungary rankslver one among V4 countries. We
suspect that the reason may be found in high pergerof R&D expenditures coming from
abroad — from more successfully innovation perfagncountries, e.g. USA funding CEU
research.

In terms of TFP growth, Slovakia dominates the \&irdries. In overall, we can
detect convergence of absolute TFP between the dthtges and that, in our opinion,
verifies also the presence of international tecbgwlspillovers — especially in case of
Slovakia where the share of foreign R&D expendgusethe highest among V4 countries.

Analyzing the R&D effectiveness among NUTS Il reggaof V4 countries, we may
conclude that the one of the main (if not only)dr{s) of national R&D effectiveness is the
capital region — only Prague is exception. The GZ@epublic is also the only V4 country, in
which the dispersion of R&D effectiveness is naravad varies only by 0,2 elasticity units.

Empirical data also proves that Slovakia’s capiglion — the Bratislava Region is
the best performing region in terms of R&D effeetiess among all the V4 NUTS Il regions.
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THE GLOBAL IMBALANCES FROM THE PERSPECTIVE OF THE
OIL-EXPORTING COUNTRIES

Abstrakt

“Globalne nerovnovahy” sa odvijaju od rozdielowedzi Strukturdlnym vonkajSim
deficitom a prebytkom rozvijajucich sa krajin a jkravyvazajucich ropu. Clem tohto
prispevku je zhodnatia zameré sa na relevantné otazky, s ktorymi sa stretavlbaine
ekonomiky z pobadu krajin vyvazajacich ropu. Svet je svedkom vaniglobalnych
nerovnovah, vikych a pretrvavajucictprebytkov bezného cfu v niektorych krajinach a
deficitov bezného &u u ostatnych krajinach. Verime, ze také nerovhgvn6zu zhor$i
nadmernd menovu tvorbu, pretoze rozvijajuce sarikra krajiny vyvazajuce ropu obnovuju
svoje externé prebytky do krajin OECD (najmad v USgpstrednictvom akumulacie
devizovych rezerv. NeudrZzdteos stymto problémom vyvolava obavy z rozSirenia
globalnych rizik.
Kracové slova: globalne nerovnovahy, prebytok beZznéhoétu petrodolar, efektivne
devizové kurzy, krajin vyvazajucich ropu.

Abstract

“Global imbalances” refer to the differences bedwéhe structural external deficit and
surpluses of emerging and oil-exporting countrigdse aim of this contribution is to assess
and focus on certain issues encountering the glebahomy from the perspective of oil —
exporting countries. The world has witnessed enmageof global imbalances; large and
persistent current account (CA) surpluses in sooumicies and CA deficits in others. Such
imbalances are believed to exacerbate excessivetargrcreation, because emerging and oil-
exporting countries recycle their external surpduse OECD countries (mainly in the USA)
via the accumulation of foreign exchange reservd® unsustainability of this pressing
concern has raised some fears of increased gliskal r
Key Words: Global imbalances, Current Account Surpluses, Hetlars, Effective
Exchanges Rate, Oil exporters.

Introduction

In recent years, Global imbalances have beenubgea of numerous debates. As we
all know, a key challenge facing the world econaimgay is the growing external financial
imbalances. Several American politicians and amslysxplain their country's colossal
current-account deficit by pointing at the surpkigd¢ Asian economies, particularly China
with occasional nods to Germany and Japan. Chieébban at the centre of heated rhetoric
over its contribution to global imbalances and aegponding shortfall in global aggregate
demand. In actual fact, looking at the world as lol&, the group of countries with the
biggest current-account surpluses is no longer Astaoil exporters, on which high prices
have bestowed a gigantic windfall. Economies cér taany years to adjust to changes in oil
prices, which tend to be large and persistentejiorters typically run surpluses for several
years after an increase in oil prices. Oil priced ail production are clearly exogenous to
current account balances.This means the surpldiseksexporters has been overlooked as the
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one bigger of major regions whose their currenbant surpluses chiefly contribute to the
Global imbalancés

However, in the early 80s much of thecdssion concerned the role of large oil-
exporting countries’ current account surplusesthedconsequent recycling of ‘petro-dollars’
e.g. into Latin America. According to the EconomiBhe biggest counterpart to America's
current-account deficit is the combined surpluoibexporting economies. This year 2012
the IMF expects them to run a record surplus of Bdlibn USD, three-fifths of which will
come from the Middle East. That will dwarf Chinaspected surplus of 180 billion USD.
Since 2000 the cumulative surpluses of oil expert&tve come to over 4 trillion USD, twice
as much as that of China. The International Monefaund estimated that oil exporters'
current-account surplus might reach 400 billion U®ibre than four times as much as in
2002. In real terms, this is almost double theiltasicsurpluses in 1974 and 1980, after the
twin oil-price shocks of the 1970s—when Russia'sdftairrency exports were tiny. The
combined current-account surplus of China and of{sg&n emerging economies was put at
only 188 billion USD in 2005.

In addition, Some might say that the currenteases in oil prices have not produced
significant negative impacts on world economic giowr inflation so far, largely because
productivity growth and improved energy-efficienechnologies are driving today’'s
increasingly vibrant world economy. Here is it @ree facts. In 2005, oil exporters hauled in
700 billion USD from selling oil to foreigners. Ehincluded not only the Organisation of
Petroleum Exporting Countries (OPEC) but also Russid Norwa$lt is worth noting that
the recent rise in oil prices can play a role maficing investment in expanded production
capacities in the oil-exporting countries. Wherammes to the question; what factors have
determined the size and direction of current actaubalances in recent years? Answers to
this question have tended to focus on OPEC priceeases and surpluses. Observing that the
large surpluses must be balanced in the aggregatieebdeficits of oil-importing countries,
many analysts have attributed the current accoifiitudties of individual countries to their
oil imports and have regarded reduction of thogaoirts as a major policy objective.
Unquestionably, the supply demand mismatch in tbhedmvoil market is partly a result of
limited investments in production, a result padfythe lower oil prices of the past. It follows,
therefore, that higher oil prices will allow sumgdito grow with demand, thereby supporting
sustainable global growth. The International EneAggncy (IEA) estimates that the global
energy sector will require about 16 trillion USD imvestments to expand oil production
capabilities from now until the year 2030.

As the world economy recovers, the rising oil erigould leave oil exporters awash
with petrodollars once again. High oil revenuesnsée spark off import booms with some
lag. However, terms-of-trade shocks did have edfect the real exchange rate, which in turn
affected imports. In general, there is evidence ¢éxahange rate changes have a systematic
effect on exports but not necessarily on curregbagsts. Drawing on observations from the
1980s and more recently from 2008 and 2009, itxjgeeted that a significant drop of oil
prices will lead to an adjustment of oil exporteirrent account surpluses. Global

! U.S. Treasury.2006.Statement by G7 Finance Mirssand Central Bank Governors . Washington, DG U.

Treasury, 2006. .[cit. 13-09-2012]. Available oteimet[online].:
http://www.g8.utoronto.ca/finance/fm060421.htm

2 The world's second- and third-biggest earnerspfting to the IMF World Economic Outlook (2006), RRia

and Saudi Arabia are the two countries with thgdat current account, trade balance and oil balsmgaus in

US dollars among the oil exporting countries. Norwas the third largest current account and tradelss and

the seventh largest oil surplus.

150



imbalances are thus unlikely to remain a policyéssf the past. In this paper, we explore
more about the role played by oil-exporting cowggiin global imbalances.

Current Account Balances Surplus and Oil Exporters

The current account position in oil-exporting caieg shows high degree of volatility
due to fluctuations in oil prices, and in some daes in production volumes and oil sector-
related imports. The surge in oil revenues over ghst four years is perhaps the biggest
windfall ever enjoyed by a group of countries. éalrterms, the oil exporters' current-account
surplus is more than twice as big as it was apésk in the 1970s' oil-price shocks. Many
smaller private investors in the Middle East arepieg their money closer to home. The
rising price of oil reduces the discretionary in@of consumers and squeezes the profits of
businesses, sapping demand from the world econduy.rising energy prices pose another
threat — namely, that the accumulation of surplusesil exporting economies may be
recycled into developed markets and contributextess lending and asset bubbles. In the
1970s and early 1980s equity markets barely existéae Gulf. This time money has flooded
into them. Increased liquidity flows in the pasivfgears have resulted in sharp increases in
asset prices in these markets.

In December 1998, the price of high-quality crudebriefly fell below 11 USD a
barrel as financial crises in Asia, Russia, andzBrdampened demand. Adjusted for
inflation, the price was the lowest since 1973t world economy recovered and grew, the
price of oil rose markedly, peaking at almost 70DUer barrel in 2005before ending the
year at 61 USD per barrel. These days, the pringrages to hover at around 110 USD.

Assessing the appropriate current account levaliliexporting countries is further
complicated by a number of factors. Oil producetgrent account surpluses have increased
already large global imbalances. First, the faet il resources are exhaustible raises the
need for intergenerational equity consideratiortss Tan be an especially pressing issue for
countries close to the depletion of their oil reses. Second, the presence of the Dutch
disease phenomenon, where an oil boom leads ta appreciation of the domestic currency
reducing the competitiveness of non-oil exports imcdeasing imports, adversely impacts the
current account position and its prospects.

Current account balances of oil exporters exhabitigher volatility than those of
emerging market economies due to oil price movesemtd in times of high oil prices show
high surpluses (Figure 1). The latter has beengodatly pronounced since the beginning of
this decade. While emerging markets on average hadegradually rising current account
surpluses since 2000, reflecting developments i As particular, oil exporters’ surpluses
initially surged and then remained at high leveilseQporting countries have contributed
significantly to the emergence of global imbalanddse doubling of oil prices during 2002-
2005 has made the group of oil-exporting counteesiajor player on the global current
account imbalances scene. The increase in oil ptes shifted large additional sums of
money from oil-consuming to oil-producing countriésdeed, as shown in Figure 1, oll
exporter§ experienced a sharp increase in current accoupluses amounting to 466 billion
USD in 2007 compared to 518 billion USD for Emegyiksia.

The oil exporters' current account surplus was sceahpared to the magnitude of the
global imbalances in 2002, but its scale has beewigg rapidly. As a result of the recent

% Mathijs van Gool.2012. Big Oil: difficult condiths, breathtaking prospects. Groningen : Europesrdy
Review,2012. [cit.19-09-2012]. Available on intetfoaline].:
http://www.europeanenergyreview.eu/site/pagina. 11

4 Qil/gas exporting countries are Algeria, Angolazefbaijan, Bahrain, Congo, Ecuador, Equatorial
Guinea,Gabon, Iran, Kazakhstan, Kuwait, Libya, Nme Norway, Oman, Qatar, Russia, Saudi Arabia,
Syria, Turkmenistan, United Arab Emirates, Venezumtal Yemen.
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rise in oil prices, oil exporters have become inguair counterparts to the United States in the
ownership of foreign savings. Their current accosntplus represented in 2005 some
40 percent of the U.S. current account deficit riyedoubling in one year. According to the
IMF, the cumulative surpluses of oil exporters coamount to 1.7 trillion USD in the five
years to 2007, swamping China's likely stash of Bi0idn USD.

The forecast for 2008 exceeds that of Asia. Thagaiss countries seem to mirror the
deficit of the United States (Figure 1).

Figure 1. Evolution of Current Account Imbalances,2002- 2011

Chart 3. Major G lobal Current Account [ CA} Imbalances [2002—2011)
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Global imbalances, as reflected in the currenbaet deficits and surpluses of the
world’s major regions, fell with the collapse oédie and oil prices in 2008, but should rise
again as both recover. This chart shows that globbblances are driven primarily by the
U.S. and China. Absent significant macroeconomiticpochanges in one or both, the
likelihood of a sustained, significant improvementglobal imbalances, without another
crisis, is small. High oil prices have boosted tbhdunes of oil exporters. In 2011, their
combined export proceeds reached an unprecedentatich USD, and their aggregate
current account surplus amounted to 600 billion W8@bout 11 percent of the group’s total
GDP. That amounted to the largest current acconbaiance globally—compared to the U.S.
current account deficit at 473 billion USD (seeufggland 2).

In the Figure 2 below, one can see a close correlation betweemvbeage level of
global imbalances and oil prices (the correlatioeficient is 0.47). Quite clearly, the levels
of current account balances worldwide tend to ause fall with energy prices. In addition, the
rise in oil prices has so far not helped much thuce current account imbalances between the
United States and Asia. Even though it has beenimgna rising deficit in its oil trade
accounts, Asia has not been dissaving as a consagjue fact, Asia's current account has
strengthened since 2002. By contrast, the UnitateStcurrent account deficit has continued
to widen, with the group of oil-exporting countrie®coming an increasingly significant
counterpart in the allocation of world current asebimbalances (see Figure 2, left).

® Giorgio S. F.,2011.IrPolicy Brief : The Economy in the Arab Uprisingsiffizulties and Transformations
Washington, DCThe German Marshall Fund of the United States (GMF)
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Figure 2: World Current Account Balance and the Crude Oil Price, 1976-2010
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What is interesting today is that the mix of sugplcountries is also changing.
Japanese surpluses used to be the main countetgaines persistent current account deficits
of the US, particularly in the 1980s through thel+Mi990s. But since then, Germany, China
and the oil exporting countries have also beconmontant surplus counterweights to the US
deficits.As manifested by Figure 3 shows that tlileegporters’ current account follows
closely the Real oil prices during period 1990 lu2®i11. Oil price dynamics are important in
determining export revenues of oil exporters tmaturn affect their external balances. The
boom and bust cycles of oil prices transmit todheent account balances of oil exporters.

Figure 3: Oil Exporters’ Current Account Surplus and Real Oil Price (1990 -2011)

Chart 2 Oil Exparters' Curent Account Surplusand Real Oil Price® (1300-2011)
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According to International Financial Statisticarrent account imbalances are the
result of persistent international differencesrade positions. In this view, persistent trade
surpluses (or deficits) might arise in countrieghva limited basis from which to export. For
instance, countries which export relatively prinetastic primary commodities such as oil
might see their trade surplus increase following ¢kicle of international commodity prices.
In particular, oil price hikes have been shownxplain the large current account surpluses of
oil-exporting countries in the 1970s and the 2000® decline in oil prices in recent years is
argued to be one of the driving factors behindrthowing of current account imbalances in
2008 and the first half of 2009, before they widkm@ain in the second half of 2009 and
2010° (European Union 2010).

® European Union, 2010. European Economic ForecaSpring 2010.EUROPEANECONOMY 2[2010
[Accessed July 7, 2010]. Available
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Aided by higher olil prices, the oil exporters’ camdxd current account surpluses approached
US$400 billion in 2011—almost double the 2010 leviélis increase helped lift their official
reserve position above the US$1 trillion mark aaded other foreign assets. Nevertheless,
current account balances varied across oil-exgpdountries, with GCC countries recording
rising surpluses (reaching an average of more thamfifth of GDP), while Sudan and
Yemen registered deficits. According to the IMF'st@er 2011 World Economic Outlook,
the cumulative current account surpluses in oilogtipg economies was projected to be less
than 0.5% of global GDP from 2010 to 2015, dowmrfra double peak of 0.94% of global
GDP in 2006 and 0.92% in 2008.

Figure 4:Food and Oil Prices
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From 2010 until early stage of year 2011, oil esicose sharply to about $115 a
barrel, then eased to about 100 USD a barrel, andame back up to about 115 USD a barrel
(Figure 4). Production recovered in Libya but falivarious other Organization of Petroleum
Exporting Countries (OPEC) producers, and non-OBH{put remained relatively weak. In
addition, geopolitical risks—notably those cerdeom the Islamic Republic of Iran—have
boosted oil prices. IMF Projections for 2012-Hsume that oil prices recede to about 110
USD a barrel in 2013, in line with prices in futsmmarkets, but in the current environment
low stocks and limited spare capacity present ingmbrupside risks.

Figure 5: Current Account Balance MENA
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Source: National authorities, and IMF staff calclations

at:http://ec.europa.eu/economy_finance/publicatem®pean_economy/2010/p df/ee-2010-2_en.pdf

" IMF WEO.2012. In World Economic outlook April 2012&5rowth Resuming, Dangers Remain. Washington,
DC : World economic and financial surveys IMF, 2pfit.23-09-2012]. Available on internet[online].:
wwwimf.org/external/pubs/fifed2012/...iveaata/index.asp 1SBN 978-1-61635-246-2
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Nonetheless, higher oil prices will help curreat@unt surpluses double from 2010 to
2012. In consonance with Figure 5,Economic growththe Middle East and North
Africa(MENA) region was below trend in 2011, primarily bese of country-specific
factor$. Among oil exporters, strong oil prices contritiit® growth of 4 percent in 2011,
which was held down by lower outcomes in the IstaRepublic of Iran related to a poor
harvest and the effect of the subsidy reform. Taw growth is a direct reflection of the
effects of social unrest. Moreover, lower trade amchittance flows reflecting ongoing
problems in Europe, anemic tourism associated sathal unrest in the region, and strong oil
prices are the major constraints of its recovery.

Gulf hydrocarbon producers basked in a massiveegtiaccount surplus of nearly
$322 billion in 2011 because of a sharp rise irir thié exports due to strong crude prices, for
example in Saudi Arabia, the world’s largest oipester, the IMF estimates that the current
account surplus is far below the actual trade ssrpHistorically, these two figures stayed
very closely linked, particularly during the perii@m 2004-2008, when the trade balance
exceeded the current account balance by about I2Z%D®&. But in 2010 the trade surplus
was 32.9% of GDP while the IMF estimated the curastount balance was only 6.7% of
GDP, a difference of $114 billion. The Figure 5wkd the GCC'’s trade surplus, the world’s
largest in subset of Middle East and North Afriathe predominant reason for its current
account surplus given the group’s large crude mtlpction, estimated at around 16 million
barrels per day last year.

In 2011, Saudi Arabia is estimated to have hadwbrld’s largest trade surplus of
around $245 billion, just ahead of China, and ti@0Gegional balance was more than double
that size, $520 billion (38 per cent of GDP).Qdtad the largest relative surplus, at 45 per
cent of GDP, and Kuwait, Saudi Arabia and Oman vedwee behind. Bahrain and UAE had
the lowest relative balances, at 16 and 23 per ci@DP respectively in 2011.Kuwait’s
surpluses are the largest in relative terms, etpuan estimated 35 per cent of its GDP in
2011. Kuwait benefits from a strong income surplusaddition to its trade surplus from
hydrocarbon exports. The UAE has the smallest ssyp@it 14 per cent of GDP as its economy
is less dependent on oil exports, with a largeisesvcomponent to its GDP. The ratio of
current account balance to GDP shows the volatilityis data

Figure 6: Change in Current Account Balances 2000 2011 @ in % of Bil. USD)

A)
2000 2011 A (%)

Advanced economies -266.492 -102.776 -0.61
United States -416.342 -473.439 0.14
Euro area -35.62| 40.952 -2.15
Germany -32.765| 205.449 -7.27
Japan 119.605 120.241 0.01
Other advanced economies (Advanced economies érgl®¥ and euro area) 85.317| 304.755 2.57

8 The Data of Syrian Arab Republic has not been ulsatiis analysis due to the uncertain politicaliaiion.
Libya’'s economic growth is affected by the civilwa
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B)

2000 2011 A (%)
Emerging and developing economies 99.616] 476.296 3.78
China 20.519 201 8.80
CIS :Commonwealth of Independent States 48|25812.453 1.33
Latin America and the Caribbean -48.459-68.195 0.41
Middle East and North Africa 84.828 365.98 3.31
Central and eastern Europe -28.859114.144 2.96

Source: International Monetary Fund, World Economic Outlook Database, April 2012, Author’s
calculations
Source: IMF WEO, OECD 2012

As a result of the eminence increasing in thepoite and of energy in economic
production processes implies a substantial glolealistribution of wealth and, hence,
purchasing power. How changes in oil prices affgabal imbalances depends in part on the
time period considered, how swiftly corrections damand and supply respond to price
changes, and perceptions about the durability ®fpttice change. Price spikes, for instance,
probably have relatively small, in some cases gégé, effects on global imbalances. In this
case, however, the price increase has been suftaimé the impact on global imbalances has
been significant. For example, the trade moveménhe U.S, oil import rose from 11 092
thousand barrels daily in 2000 to 11 337 thousaargels daily in 2013whose value of oil
imports is unexpectedly increase from 120.3 to B@illlion USD respectively at mentioned
years, and the current account surplus of SaudbiArancreased from 7.597 % of GDP to
over 24% of GDP over the same peffbdFigure 6 and 7 shows the 11-year change in the
estimated external positions of major regions.

Figure 7:The ratio of current account balance to GIP shows the volatility in this data
A)

2000 2011 A (%)
Advanced economies -1.035 -0.231 0.80
United States -4.184| -3.137 1.05
Euro area -0.568 0.312 0.88
Germany -1.732 5.744 7.48
Japan 2.528 2.049 -0.48
Other advanced economies (Advanced economies érgl®¥ and euro area) 3.29 4,916 1.63

° BP Statistical Review of World Energy : http://wvibp.com/statisticalreview
1% International Monetary Fund, World Economic Ouklddatabase, April 2012
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B)

2000 2011 A (%)
Emerging and developing economies 1.521 1.8§ 0.37
China 1.712 2.754 1.04
CIS :Commonwealth of Independent States 13.6564 84.6| -9.04
Latin America and the Caribbean -2.271 -1.21 1.06
Middle East and North Africa 10.715 13.236 2.52
Central and eastern Europe -4.822 -5.984 -1.16

Source : International Monetary Fund, World Economic Outlook Database, April 2012, Author’s
calculations

Conclusion

Wrapping up, the movements of global imbalancemfperspective of oil-exporting
countries have continuously joining a group of &rgurrent account surplus countries.
Current account balances of oil exporters exhibdnigher volatility than those of emerging
market economies due to oil price movements, antimes of high oil prices show high
surpluses. The oil exporters' current account ssrplas small compared to the magnitude of
the global imbalances in 2002, but its scale hankgrowing rapidly, widening existing
imbalances. The oil exporters’ current accounoiw§ closely the real oil prices during period
1990 until 2011. The boom and bust cycles of oitgw transmit to the current account
balances of oil exporters. The decline in oil psite recent years is argued to be one of the
driving factors behind the narrowing of current@aat imbalances in 2008 and the first half
of 2009, before they widened again in the secoffdoh2009 and 2010.

A close correlation between the average level ofaljal imbalances and oil prices,

It is evident that the levels of current account bnces worldwide tend to rise and fall
with energy prices. According to the IMF's October 2011 World Econon@tlook, the
cumulative current account surpluses in oil expgreconomies was projected to be less than
0.5% of global GDP from 2010 to 2015, Economic giow the Middle East and North
Africa(MENA) region was below trend in 2011, primgibecause of country-specific factors.
This low growth is a direct reflection of the effe®f social unrest. Moreover, lower trade
and remittance flows reflecting ongoing problemsEumrope and strong oil prices are the
major constraints of its recovery.

The ratio of current account balance to GDP shtwes 11-year change in the
estimated external positions of major regions arwls the biggest number coming down to
Middle East and North Africa approximately 2.5 % @DP. Higher oil prices will help
current account surpluses double from 2010 to 20d@ause since 2000 the cumulative
surpluses of oil exporters have come to over t@senuch as that of China. The GCC'’s trade
surplus is the predominant reason for its curretioant surplus givethe group’s large
crude oil productionestimated at around 16 million barrels per day yaar. A lot of money
has been invested in equities, hedge funds, prieqtety and property, where ownership is
harder to track

Most oil exporters peg their currencies to thelatobr resist appreciation through
heavy intervention, in much the same way as Chiha. petrodollaexplosion has two main
consequences. Overall an increasingly tight cdioglawith the falling dollar mirroring the
rising price of oil has reflected the same undagygeoeconomic factors. Pegging those
currencies to the weak dollar also dampens demaninports in their economies, and thus
hinders the rebalancing of global current accoukigher levels of both imports and
government spending by the oil-producing countviesild help unwind the imbalances that
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endanger the world's economic stabilifihe correct solution to global imbalances is for
America to save more and for surplus countries, ifading both the oil exporters and the
Asians, to spend more.
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Abstract:

The paper deals with an application of Data Erprelent Analysis (DEA) method to
multi-criteria performance evaluation of countreasd NUTS 2 regions in the Visegrad Four
countries (V4) in comparison with selected advangatpean Union’s (EU) countries, resp.
their NUTS 2 regions — Austria and Germany. T af the paper is to analyse a degree of
efficiency achieved in individual countries andioeg which is perceived as a reflection of
the level of competitive potential in referenceiper2000-2010. The theoretical part of the
paper is shortly devoted to the fundamental bafesompetitiveness in the context of
performance theory and efficiency analysis, antheomethodology of DEA approach. The
empirical part is aimed at measuring the degregrofiuctivity and level of efficiency
changes of evaluated countries and regions by lasicadvanced DEA models. The final
part of the paper offers a comprehensive compan$oesults obtained by DEA models.
Keywords: Competitiveness; BCC, CCR, FDH, FRH, SBM model] @@ex; DEA method,;
efficiency, factor analysis; performance; RCI index

Introduction

European Union (EU) is a heterogeneous unit wignigcant disparities between its
Member States and especially their regions. Thepauipof cohesion and balanced
development together with increasing level of EWnpetitiveness belong to the temporary
EU’s key development objectiveBhe process of European integration is thus gliolg
striving for two different objectivesto foster economic competitiveneasd to reduce
territorial differences(Molle, 2007). Although the EU is one of the mostveloped world
integration with high living standards, there exisige economic, social and territorial
disparities having a negative impact on the baldri=/elopment across Member States and
their regions, and thus weaken EU’s competitiveniasa global context. In relation to
competitivenessperformanceand efficiencyare complementary objectiveshich determine
the long-term development of countries and regiMeasurement, analysis and evaluation of
productivity changes, efficiency and level of coitijpeeness are controversial topics acquire
interest among researchers; see e.g. (CamanhonP8806; Khan, Soverall, 2007).

The aim of the papeis to measure, evaluate and compare the efficiéesl of
countries and their NUTS 2 regions within the graafpVisegrad Four (V4), i.e. Czech
Republic, Hungary, Poland and Slovakia, in comparisvith selected advanced European
Union’s (EU) countries and their NUTS 2 region afiskria and Germany by application of
Data Envelopment Analys(®?EA) models, in reference period 2000-20T8e performance
analysis is used for evaluating national and regigievelopment quality and potential (with
respect to their internal factors endowment). DEAthod represents a suitable tool for

! This paper was created under SGS project (SP2B3R4f Faculty of Economics, VSB-Technical Univéysi
of Ostrava.
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ranking competitive (uncompetitive) position of oties and regions based on efficiency
within evaluated group. Application of DEA methadbased on assumption tledficiencyof
evaluated countries and regions calculated by DE#thod can be seen as theurce of
national and regional competitivenesee e.g. (Melecky, Statkva, 2011).

Theoretical background of competitiveness in the adext of performance

In the EU, the process of achieving an increasiagd of performance and a higher
level of competitiveness is significantly difficulty the heterogeneity of countries and
especially regions in many areas. The concept ofipatitiveness in the EU is specific
regarding the inclusion of elements of Europeaegrdtion that goes beyond the purely
economic parameters. The economy may be competlivie if the society and the
environment suffer too much the country (and subset its regions) will face major
difficulties, and vice versa. Therefore governmeantthe long run period cannot focus alone
on the economic competitiveness of their countrgtéad they need an integrated approach to
govern the country and regions and focus on thadast aspects affecting competitiveness
and thus efficiency (Barrell, Mason, O"Mahony, 2000

Concept of competitiveness and efficiency analysis

In recent years, the topics about measuring antlavag of competitiveness and
efficiency have enjoyed economic interest. Although therenasuniform definition and
understanding of these terms, these multidimenkiooacepts remain ones of the basic
standards of performance evaluation and it is alen as a reflection of success of area
(country/region) in a wider (international/interr@gal) comparison. Performance, efficiency
and competitiveness areomplementary objectiveswhich determine the long-term
development of an organization (e.g. companiesestaiegions)Increasing productivityis
generally considered to ltee only sustainable way of improving living starti$ain the long
term period(Nevima, Melecky, 2011).

Performance management is one of the major sowfessistainable national (and
subsequent regional) effectiveness and a systematierstanding of the factors that affect
productivity, and subsequently also competitiveneéssvery important. The topics about
measuring and evaluating of performance acquireaod interest, because performance
remains one of the basic standards of efficiencgluation. Performance is also highly
important for many economic subjects (e.g. commratates, regions) as a whole and for the
individuals involving in it. Performance compridesth a behavioural and an outcome aspect.
It is a multi-dimensional and dynamic concept adl @& competitiveness. Despite the great
relevance of performance and widespread use ofdhsas an outcome measure in empirical
research, relatively little effort has been spentlarifying the performance concept.

In relation to competitiveness and performareféciencyis a term that recently has
come to the forefront of the scientific world. Alsetworld struggles to accommodate the
enormous growth in population and to manage theildigion of resources, to reach higher
competitive potential, the effort to make thingsrenefficient has become increasingly more
relevant. Efficiency is a central issue in brokealgses of economic growth, the effects of
fiscal policies, the pricing of capital assets, el of investments, the technology changes
and production technology, and other economic to@ad indicators. In a competitive
economy, therefore, the issue of efficiency, remamic efficiency, can be resolved by
comparing these economic issues (Stemia, Skokan, 2012; Staskibva, Skokan, 2013).

Nowadays efficiency is one of thendamental criteria for evaluating economic
performance and reflects the success in the broader compari€inganizations (e.g.
companies, states, regions) ndadhly performing unitsin order to meet their goals, to
deliver the products and services they specialimgdand finally to achieve competitive
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advantage Low performance and not achieving the goals migkt experienced as

dissatisfying or even as a failure. Moreover, penance — if it is recognized by others
organizations (companies, countries, regions) -efiesn rewarded by benefits, e.g. better
market position, higher competitive advantagesarfaial condition etc. Performance is a
major — although not the only — prerequisite fdufa economic and social development and
success in the broader comparison (@#ard, 2012).

Approaches to evaluation of efficiency

Evaluating of efficiencpelongs to main issues of economic research, wdlgdhlacks
a mainstream approach. Efficiency evaluation imgepf differences between countries and
regions should be measured throwgimplex of economic, social and environmental Gate
identifying imbalance areas that cause main dispariCurrently not only quantitative but
also qualitative development at national level, aspecially at regional level, increase socio-
economic attraction and create new opportunitiest tre fundamentals for subsequent
overcoming disparities and increasing the perfolceanf territory.

The primary problem in creating affective evaluation systers establishing clear
performance and efficiency standards and priorétefe beginning of the performance cycle.
The early research on this problem focused on agpaneasures for productivity and there
was a failure to combine the measurements of nmeliqputs into any satisfactory measure of
efficiency. These inadequate approaches includechifigg an average productivity for a
single input (ignoring all other inputs), and counsting an efficiency index in which a
weighted average of inputs is compared with outR@sponding to these inadequacies of
separate indices of labour productivity, capitadurctivity, etc., in 195Farrell proposed an
activity analysis approach that could more adedyateal with the problem. His measures
were intended to be applicable to any productivgaoization; in other wordsfrom a
workshop to a whole econonfylohammadi, Ranaei, 2011). Farrel confined his etical
examples and discussion to single output situatiaittough he was able to formulate a
multiple output case. Twenty years afteéarrell's mode| and building on those ideas,
Charnes et al. (1978), responding to the needafisfactory procedures to assess the relative
efficiencies of multi-input/multi-output productiamits, introduced a powerful methodology
which has subsequently been titledta Envelopment Analys{pEA) (Zhu, 2012).

Measurement and evaluation of performance, effayieand productivity is an
important issue for at leasvo reasonsOne is that in a group of units where only lirdite
number of candidates can be selected, the perfagnaireach must be evaluated in a fair and
consistent manner. The other is that as time pssgse better performance is expected.
Hence, the units with declining performance musideeatified in order to make the necessary
improvements (Greenaway, Goérg, Kneller, 2008)e performance of a countries and regions
can be evaluated in either a cross-sectional on@series manner, and the DEA is a useful
method for both types of efficiency evaluation (Matmadi, Ranaei, 2011).

Methods for measuring of efficiency and competitivgotential
The most common quantitative methods conveniena foigh number of multivariate

measured variables can be identified as multivasétistical methods. Multivariate analysis
is an ever-expanding set of techniques for datdysisathat encompasses a wide range of
possible research situation (Hair, Black, 2009w®en collections of multivariate statistical
methods we can include e.g. Method of main compisnétactor analysis or DEA method,
which are used in the paper. Measuring the effeyidavel of evaluated countries is based on
procedure in following Table 1. The European Uniorakes an effort to restore the
foundations of its competitiveness and economi¢opance through increasing its growth
potential and its productivity. Based on the abfaats, the performance analysis provided by
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the specialized DEA method can be used in evalgatational and regional efficiency with
respect to national and regional factor endowment.

Table 1: Basic scheme of efficiency measuring andaduation
Pre-processing phase
Collection of indicators » Data analysis of indarat» Groups of input/output indicators
Factor analysis
Correlation » Input factors/Output factors » Sehew composite indicators
DEA modeling
CCR CRS model » Malmquist index » Efficiency evéilua
Source: own elaboration, 2013

Theoretical basis of DEA method

Since DEA was first introduced in 1978, researchara number of fields have
quickly recognized that it is an excellent and lgasised methodology for modelling
operational processes for performance evaluatibhss has been accompanied by other
developments. DEA is based on simp&erell modelfor measuring the effectiveness of units
with one input and one output, which has been foomdin 1957. Farrell model has been
initially expanded in 1978 b&. Charnes W.W. CoopeandE. Rhodeg¢CCR model) and later
modified in 1984 byR. A.Banker A. Charnesand W. W. Cooper (BCC model). DEA
methods also include advanced additive models, saglSlack-Based Model(SBM)
performed byK. Tonein 2002 orFree Disposal Hull(FDH) and Free Replicability Hull
(FRH) models that have been firstly formulated B84 byD. Depring D. Simar and H.
Tulkens(Cook and Zhu, 2008).

DEA is a relatively newdata orientedapproach for providing a relative efficiency
assessmentDEA efficienf and evaluating the performance of a set of pedéties called
Decision Making Unit§DMUs) which convert multiple inputs into multiptautputs. DEA is
thus amulticriteria decision making methofibr evaluating effectiveness, efficiency and
productivity of homogenous group (DMUs). The ddfon of a DMU is generic and flexible.
DEA is convenient to determine efficiency of DMU i are mutually comparable — using
same inputs, producing same outputs, but theiropednces are different. The efficiency
score of DMU in the presence of multiple input andput factors is defined by the following
equation (1) (Zhu, 2012):
weighted  sum of output 1)
weighted  sum of inputs

The aim of DEA method is to examine DMU if they a&féectiveor not effectiveby
the size and quantity of consumed resources bpribauced outputs (Andresen and Petersen,
1993). The best-practice units are used as a referéor evaluation of other group units.
DMU is efficient if the observed data correspond to testing whetherDMU is on the
imaginary production possibilityfrontier. All other DMU are simplyinefficient For every
inefficient DMU, DEA identifies a set of correspang efficient units that can be utilized as
benchmarks for improvement. However DEA is prima@l diagnostic tool and does not
prescribe any reengineering strategies to impreveopmance of DMUs (Coelli et al., 2005).

In recent years, we have seen a great varietyicapions of DEA for evaluating the
performances of many different kinds of entitiegaged in many different activities. Because
of low assumption requirements DEA has also opemegossibilities for use in cases which
have been resistant to other approaches becaube abmplex (often unknown) nature of
relations between multiple inputs and multiple atspinvolved in DMUsDEA method can
be seen as convenient method for comparing natimnedgional efficiency as an assumption
for performance of territorypecause DEA does not evaluate only one factor,absét of

Efficiency=
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different factors that determine degree of econodevelopment. DEA method used in
analysis of V4 countries and regions is based particular set of input and output indicators.
Inputs and outputs form key elements of systemuatatl for every country and regions
within V4 in the sense of their effective (ineffieef) economic position. For this purpose,
DEA method can identify a competitive/uncompetitpasition of each country and region.

Basic characteristics of empirical analysis

Based on the facts above, it is possible to detexntine initial hypothesis of the
analysis The hypothesis is based on the assumption thattices and regions achieving best
results in efficiency coefficients are advancecesteld EU countries and their regions (i.e.
Austria and Germany) best at converting inputs ioibputs and therefore having greater
performance and productive potential than V4 coestand regions.

DEA is in following analysis applied to 6 countriasd 83 NUTS 2 regions within the
group of V4 countries and advanced EU countrieaustda and Germany. Reference period
is created by all years in range 2000-2010.

The efficiency analysis starts from building datdaf indicators that are part of a
common approach of WEF and EU in the formG@untry andRegional Competitiveness
Index (CCl, RCI). The aim of this approach is to devetopigorous method to benchmark
national and regional competitiveness and to ifletie key factors which drive the low
competitiveness performance of some countries egidms. The reference to CCl and RCl is
the well-establishe@lobal Competitiveness Ind€&Cl) by the WEF, but some variations
and adaptations have been considered necessamgiatlypim order to address the regional
dimension. Eleven pillars may be grouped accortbrifpe different dimensiongnfut versus
output aspec)sof national or regional competitiveness they désc The termsihputs and
‘outputs are meant to classify pillars into those whichsdée driving forces of
competitiveness, also in terms of long-term po#dityi, and those which are direct or indirect
outcomes of a competitive society and economy. Fioisy point of view,methodology of
Country and Regional Competitiveness Index is Blatafor measuring regional
competitiveness by DEA meth@hnoni, Kozovska, 2010). The indicators seledi@dthe
CCl and RCI framework are all of quantitative tyjpard data) and the preferred source has
beenthe European Statistical Offiggcurostat). Whenever information has been unaviaila
or inappropriate at the required territorial levaher data sources have been explored such as
the World Bank Euro barometer the Organisation for Economic Co-operation and
Developmen{OECD) andthe European Cluster Observatoiy.the paper, database analysis
consists 066 selected indicators 38 of them are inputs and 28 outputs. We dousetall
indicators included in CCI because all indicatoerevnot available for the whole period for
each country and region, but for some indicators faiend comparable indicators. All
CCI/RCI indicators are not use because some iraticalvere excluded based on factor
analysis (highlighted by cross out font in Tablar®l Table 3), indicators relevant to DEA
modeling are listed by bold font in Table 2 and [Eeh
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Table 2: Indicators of Inputs in Period 2000-2010 Rlevant to DEA modeling

Dimension | Pillar Indicator*
In:  Political Stability
1. Institution s Ve
Corruption
.| In: Harmonized Index of Consumer Prices, Gross Fixed Qatal Formation
2. Macroeconomic .
- Out: %mgand%ee&endm%wmm@nem#@mwmm%@eb%ﬂm
Stability b o o : X i _
In: Ra|lway transport Length of Tracks Air Transport of Passengers Volume of Passeng
3. Infrastructure Transport Volume of Frerght Transport
a W eight
Inputs In: Healthy L|fe Expectancy Infant Mortal|ty Rate, Cancer Disease Death Rate, Heart Diseas
4. Health Death Rate, Suicide Death Rate
Out: -Hespital-Beds,-RoadFatalities
In: Mathematics-Science-Technology Enrolments and Gradues, Pupils to Teachers Ratio
5. + 6. Primary, | Financial Aid to Students, Total Public Expenditure at Primary Level of Education, Total Public

Secondary and Tertiary
Education, Training and
Lifelong Learning

Expenditure at Secondary Level of Education, TotalPublic Expenditure at Tertiary Level of
Education, Participants in Early Education, Participation in Higher Education, Early Leavers from
Education and Training, Accessibility to Universities

Out: Lifelong-Learning
9. Indicators for | In: Level of Internet Access
Technological Readiness| Out:-Egovernment-Availability

Note: * Number of indicators was decreased after aeelation from 38 to 23
Source: own elaboration, 2012

Table 3: Indicators of Outputs in Period 2000-201®Relevant to DEA modeling

Dimension | Pillar Indicator
In:  Labour productivity, Male employment, Female employnent, Male unemployment, Female|
7. Labour Market
- unemployment Publ|c expend|ture on Labour Market Plicies
Efficiency
Out: Employ H ploy y ate
. In:  Gross Domest|c Product
8. Market Size out: ¢ i ome
10. Business| In: Gross Value Added in sophlstlcated sectors Ventur(Eap|tal (expanS|on replacement)
Outputs Sophistication Out: Emp )

11. Innovation

In: Human resources in Scrence and Technology Total et applrcatrons Employment in
technology and knowledge-intensive sectors, Employmnt in technology and knowledge-intensivg
sectors-by gender, Employment in technology and kmdedge-intensive sectors-by type o
occupat|on Employment in technology and knowledgmtenswe sectors by Ievel of educat|on

Out L3 a a a

Note: * Number of indicators was decreased after geelation from 28 to 15

Source: own elaboration, 2012.

©CoNok~wNE

and outputs), are assuming constant returns t@ $GRS). In 1984, Banker, Charnes and

For calculations of economic efficiency of NUTSe&@jions, we used ten selected DEA
models with multiple inputs and outputs:

CCR input oriented model assuming constant rettorssale (CRS)
CCR output oriented model assuming CRS

BCC input oriented model assuming variable retumscale (VRS)
BCC output oriented model assuming YRS

SBM additive model not-focusing on input and outpssuming CRS,
SBM additive model not-focusing on input and ougastuming VRS,
FDH input oriented model,

FDH output oriented model,

FRH input oriented model,

10 FRH output oriented model.

Basic DEA modelsprimary CCR input/output oriented modéigith multiple inputs

Cooper suggested a modification of CCR model, wltichsiders variable returns to scale
(VRS) (decreasing, increasing or constarBGC input/output oriented mod€lwith multiple
inputs and outputs). VRS enable better identify enefficient units. The assumption of VRS
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provides a more realistic expression of economaitgeand factual relations, events and
activities existing in countries and regions. CGRl 8CC models evaluate the efficiency of
units (countries and regions) for any number ofutspand outputs. Theoefficient of
efficiencyis the ratio between the weighted sum of outpats the weighted sum of inputs.
Each country selects input and output weights mnatimize theirefficiency scoreln DEA
models aimed at inputke efficiency coefficient of efficient countriesd regions (located on
the efficient frontier package) always equals lilevthe efficiency coefficient of inefficient
countries and regions is less than 1IDBA models aimed at outputse efficiency coefficient
of efficient countries and regions (located on éffecient frontier package) always equals 1,
but the efficiency coefficient of inefficient regis is greater than 1. DEA also allows for
computing the necessary improvements required énitlefficient countries’ and regions’
inputs and outputs to make it more efficient.

CCR and BCC models aradial, which means that they contain radial varialtles
(for models aimed at inputs) amg (for models aimed at outputs). These variablegcate
the required level of reduction in all inputg)(and the rate of increase of all outpugg) to
achieve efficiency. HowevefCCR and BCC models must focus on the distinctidvwean
inputs and outputs SBM additive models measure directly the effemiess of using
additional variabless{ ands’). In formulation of SBM additive models is not neaeggo
distinguish between a focus on inputs and outpssmentioned above, in CCR and BCC
models, the efficiency coefficient of efficient tgialways equals 1, while the efficiency
coefficient of inefficient units is less/greateathl.In SBM models, the efficiency coefficient
of efficient units always equals 0, because ihesgum of additional variables for inputs and
outputs (§ and S), which express the distance from the efficieontier. The sum of
additional variables for inputs and outpugslower, evaluated unit (in our case regions) is
closer to the efficient frontier package and thas la higher degree of efficiency, and
otherwise (Cook, Seiford, Zhu, 2004; Cook and Z1008).

Basic DEA models compare inputs and outputs ofuatatl units (country, region)
with a linear (convex) combination of inputs andpaus of other units. This unit is not in
most cases assessed to really existing unit, bua tind of virtual unit, which is a
combination of inputs and outputs of existing unlise basic idea of FDH model, which was
first formulated byDeprins, Simarand Tulkens(1984), is unconvexity of set of production
possibilities. This means that evaluated unit carobly relatively compared towards really
existing units. For comparison with CCR and BCC sisdit should be added that limits of
efficiency rate is similar to these models, andapends on model orientation on inputs or
outputs. Rate of efficiency, obtained by FDH mogde&dsgenerally higher than in CCR and
BCC models. This is due to the possibility thatradoiction unit is dominated not only by
specific production units of set of units (CCR aB€C models), as well as convex
combinations of these units. A simple extensio®rDH model is FRH model, which unlike
FDH model, allows evaluated unit compares with fplidd combinations of other units.

Assuming 6 countries and 83 NUTS 2 regions withialeated countries, each with
inputs and outputs, theelatively efficiency scoref a tested country and regigns obtained
by solving equations (2)—(10) (Zhu, 2012).

CCR input oriented moddgwith multiple inputs and outputs), assuming canst
returns to scale (CRS), can be defined by follovaggation (2):

maxz:quq, (2)

on conditions:

Zr:uiyik sivj %, k=1,2,...,n
i j
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m
ZVJ' qu =1

uei=1,2, ...,
vize,j=1,2,..m,
wherezis the coefficient of efficiency of unitly; u; weights assigned to theth output;y,
weights assigned feth input;e represent an infinitesimal constaxy;is value ofj-th input of
unit Uy; Xq is value ofj-th input of unitUg; yiis value ofi-th output of unitJy; yiq isvalue of
i-th output of unitU,; m represent inputs; represent outputs. All of the variables have the
same meaning in equations (3) — (5).

For CCR output oriented modédith multiple inputs and outputs), assuming canst
returns to scale (CRS), we use following equat®)n (

min g=>"v,x, (3)
i
on conditions:

Zr:uiyik sivj %, k=12,..,n
i j

2 U Y, =1

uei=1,2, ...,
vize,j=1,2,..m,
whereg is the coefficient of efficiency of uniy. All of the variables in equation (3) have the
same meaning as in equation (2).

BCC input oriented modefwith multiple inputs and outputs), assuming Valea
returns to scale (VRS), can be defined by follonaagation (4):

maxZ:quq+,u, (4)
on conditions:

iui Yo +usivj %, k=1,2,..n,
! i

ZVJ' qu =1,

uei=1,2, ...,
vize,j=1,2,..m,
wherey is dual variable associated with convexity comdite’n = 1. All of the variables in
equation (4) have the same meaning as in equa&jon (

For BCC output oriented modélvith multiple inputs and outputs), assuming Vialea
returns to scale (VRS), we use following equatin (

min g=> v, x, + Vv (5)
on conditions:

Zr:uiyik si\/j % +vk=12,..,n
i j

Uy, =1,

u=ei=1,2, ..,
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vize,j=1,2,..m,
v —arbitrary,
wherev is dual variable associated with convexity comditg A = 1. All of the variables in
equation (5) have the same meaning as in equajon (

For SBM additive modelsot-focusing on input and output (with multipleputs and
outputs), the following equation is used (6):

maxz:(eT§+é§), (6)

on conditions:
XL+s =X,
Yr-s" =y,
e'a<=>1,
Ls',s 20,
wherez s the coefficient of efficiency of unltlg; s*, ands™ are vectors of additional variables
for inputs and outputs, represent vector of weights assigned to individurats,A > 0, 1 =
(1, A2, ..., An); €\ is convexity condition according to the nature of retuto scale, ie. for
CRS & A = arbitrary, for VRS k) = 1;x,;means value of input of unity; y; means value of
output of unitU.

For FDH input oriented mode(with multiple inputs and outputs), the following

equation (7), wheré@ is required rate of input reduction to achievihg efficient frontier, all
of other variables in equation (7) have the samaming as in equation (2) and (6):

mirz=6-£(e's + € 5), (7)
on conditions:
Xh+s =0x,,
Yr-s" =y,
e'r =1,
s',s =20,
A — binary.

For FDH output oriented moddwith multiple inputs and outputs), we use follogi
equation (8):

ma>g:%+£(eTs++é§), (8)
on conditions:
XL+s =X,
Yh-s"=qy,,
e'h=1,
s',s =0,
A — binary,

wheregis the coefficient of efficiency of unitg, ¢ is required rate of input increase to
achieving the efficient frontier. All of the variis in equation (8) have the same meaning as
in equation (2) and (6).

For FRH input oriented modelwith multiple inputs and outputs), the following
equation (9), wheré is required rate of input reduction to achievihg efficient frontier, all
of other variables in equation (9) have the samamng as in equation (2) and (6):

minz:6?—£(eTs+ +é 5‘,), (9)
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on conditions:
Xh+s =0x,,
Yr-s" =y,
s',s 20,

A=0,

A — integer.

For FRH output oriented modef{with multiple inputs and outputs), the following
equation (10), where all of the variables in equat(8) have the same meaning as in equation
(2), (6) and (8).

ma>g:gaq+£(eTs++ ) é), (10)

on conditions:
XA+s = Xq s
Yi-s" =@y,
s',s 20,
A=0,
A — integer.

For solution offactor analysisstatistical packaglBM SPSS Statistics-Version aad

for solution ofDEA methodsoftware tools based on solving linear programnpiraplems are
used in the paper, e.g. Solver in MS Excel, sudh@SEA Frontier.

Application of DEA approach for efficiency analysis in V4 countries,

Austria and Germany and their NUTS 2 regions

The initial assumptionthat areas achieving best results in efficiency ameas best at
converting inputs into outputs and therefore hawimg greatest performance and productive
potential was partly confirmed by analysis as show follagvevaluation.

Evaluation of national efficiency by DEA models

In the case of national efficiency evaluation wasnid out that in used DEA models
were comparable results in all V4 countries, boain Austria and Germany. Table 4
presents a comparison of efficiency evaluation df duntries in comparison with Austria
and Germany by CCR, BCC, SBM, FDH and FRH mod&isational level, it is evident that
levels of efficiency of individual V4 countries ane average lower in CCR models than in
BCC, FDH and FRH model&xcept Austria and Germany, which were evaluatedbe
efficient in all models during the referred perio@his fact confirms theory that in BCC
models with VRS, the coefficients of efficiencychehigher values and higher number of
evaluated DMUs is classified as efficient. This hasn also confirmed in SBM models with
VRS by higher number of evaluated units identdig@fficient compared to SBM models with
CRS. This fact is also confirmed in FDH and FRH atgdecause these models relatively
compare inputs and outputs of evaluated countoesirids really existing countries, and not
to virtual countries.

The overall evaluation of efficiency of V4 counsjéAustria and Germany shows that
the best results achieved 2, respectively 3 of ihttees during the period 2000-2010. The
best results are predictably achieved by econoipalwerful countries which werefficient
during the whole referred period; see Table 4 aabld'5. It means that the outputs achieved
were greater than incurred inputs. Ratio of inpund outputs is in an optimum and there is no
requirement to change them. These countries vedfieient in both CCR and BCC
inputs/outputs oriented modelas well as inSBM FDH and FRH models and therefore,
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according to the hypothesis, should have treatest competitive potentiaEfficient
countries are highlighted by dark grey colour irbl€a4. These countries afaustria and
Germany TheCzech Republivas evaluated also as effective, but onlB®C models SBM
model with VR&ndFDH models

The efficient countries are followed by a groupcoiuntries which are alsbighly
efficient These countries do not achieved efficiency etudl inCCR, BCC, FDHand FRH
modelsor low sum of values of additional variables SIBM models, but their efficiency
indices reached consistently highly effective valabse during the referred period (coloured
by light grey colour in Table 4). These countries SlovakiaandPolandin all used models,
thusCCR, BCC, SBM, FDH and FRiodels In the case o€CRmodels SBM model with
CRSandFRH modelsthe Czech Republizvas evaluated also hgyhly efficient.

Only Hungary was classified as inefficient in all ud8HA modelsso it showdow
competitive potential and development perspectogo(red by ultra-light grey colour and
italics in Table 4).

Table 4: Comparison of Efficiency in DEA Models forV4, Austria, Germany

DEA MODELS

countr | €€ [C€C |BC [gec|sem  [sBm | FDH [FP |FRH | FR
R IR € [oo [crs |vrs |10 |H_[© [H

y o oo |0 00 00
CE* |CE* |CE* |CE* |CE*  |CcE* |CE* |CE |CE o

AT

DE
0.99 | 1,00 0.997| 0,99

cz b 3 867 o

n 09110700094 |1,05 [1422 |246 |0,95 |0,95|0.940[0.95
o |5 o |7 [|o12 397 |0 |o 0
095105096103 097 [0.98]0970[ 097

PL 021590 5P |45 882 [ 27901 7|0 o
097102098101 098 | 099 [0.980] 0,98

SK S Pl Pl Pl EGPEET TR A ol I o

Note: * Coefficient of efficiency = average efficiecy rate of country in period 2000-2010
IO = input oriented model, OO = output oriented nodel
Source: Own calculation and elaboration, 2012

Table 5 shows positions of individual V4 countragsd Austria and Germany within
selected models in terms of the order of achiewetlage values of efficiency coefficients in
CCR, BCC, FDH and FRH models or sum of values afitaxhal variables in SBM models
over the period 2000-2010. The overall evaluatibmdividual countries shows that the best
results, in terms of efficiency in all used DEA nets] Austria and Germanyhave reached
and are ranked ifirst placeduring the whole period. These countries thuscéffely utilize
their competitive advantages and have the highestldpment potential. Isecond place
thereis the Czech Republiavhich was evaluated as highly efficient, as is h@ached full
level of efficiency in BCC and FDH models, alsosSBM model with VRS, and high level of
efficiency in CCR and FRH models, in SBM model WERS too.SlovakiaandPoland are
ranked inthird and fourth placebecause they have reached the lower values alezfly
coefficients in CCR, BCC, FDH and FRH models, amghér sum of values of additional
variables in SBM modelddungarywas ranked itast — fifth place because it was classified
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asinefficientand reached the lowest values of efficiency coleffits in CCR, BCC FDH and
FRH models, and the highest sum of values of amtditivariables in SBM models.

Table 5: Ranking of V4, Austria, Germany in DEA Mockls by Values of CEs

DEA MODELS
CC |CC |BC Bce | sBMm SB |FD |FDH | FRH | FRH | Average | Absolute
Countr | R R C 00 | crs M H OO0 |10 0]0) Rank of | Rank of
y [e; 00 |10 VRS | 10 Country | Country
Ran | Ran | Ran | Rank| Rank| Ran | Ran | Rank| Rank | Rank | * *
k k k k k
AT 1 1 1 1 1 1 1 1 1 1
DE 1 1 1 1 1 1 1 1 1 1
Cz 2 2 1 1 2 1 1 1 2 2
HU 5 5 4 4 5 4 4 4 5 5 4,5 5.
PL 4 4 3 3 4 3 3 3 4 4 3,5 4,
SK 3 3 2 2 3 2 2 2 3 3 2,5 3.
Note: * Average and absolute ranking of countriess based on their rank in DEA models in period 2000-

2010
IO = input oriented model, OO = output oriented nodel
Source: Own calculation and elaboration, 2012

It is necessary to note that ‘old’ EU Member Statidsis Austria and Germany,
reached comparable and balanced values for thergdfperiod. Development in ‘new’ EU
Member States, thus in V4 countries, has a conmesggend towards ‘old’ ones. There was a
growth in their performance, increasing trend ieefve use of their advantages and improve
in competitive position. Most countries experienaddo a decline in their performance
(outputs decline as a result of declines in inpassa result of economic crisis. This is proved
by a decrease in the efficiency index.

Evaluation of regional efficiency by DEA models

The best results are traditionally achieved by eoanally powerful regions (in most
cases) which werefficientduring the whole referred period, so the resuléffgciency index
is equal to 1 in CCR, BCC, FDH and FRH models on &1i values of additional variables is
equal to 0 in SBM models. This means that the dstpghieved were greater than those
incurred inputsEfficient V4, Austria and Germany NUTS 2 regions are meetiohy dark
grey colour and bold font in Table 6. Group ofi@ént regions includes the regions of the
capital cities of the Czech Republi®ragud, Slovakia Bratislava Regio)y Poland
(Warszawy, Austria Wien) and GermanyRerlin). The socio-economic situation of these
regions is significant different from other regiomisis fact confirms the combination of the
regions to one homogeneous group. This homogenoup @f efficient regions includes the
regions of capital cityPrague Bratislava RegionWien and Berlin, and after 10 years the
capital cities have separated from other regiohss tonfirms the persistent disparities
between metropolitan areas and the rest of regibmste are also other cohesion regions in
the Czech Republic €201 (Prague)and CZ02 (Central Bohemia)ln Poland, the one
effective province is regio®L12 (Mazowieckie)ln Slovakia there is an effective region
SKO1 (Bratislava Region)in Austria, we have found out three effectiveioeg —AT13
(Wien) AT21 (KarntenandAT33 (Tirol) In Germany, the group of effective regions confir
of DE11 (Stuttgart), DE12 (Karlsruhe), DE30 (Berli)E50 (Bremen), DE60 (Hamburg),
DE71 (Darmstadt), DE80 (Mecklenburg-Vorpommern), 9RE (Hannover), DEA1l
(Dusseldorf), DEA2 (Kéln), DED2 (DresdeapdDEFO (Schleswig-Holstein The best final
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position is thus reached by performance of regwits agglomerations of major cities and
regions in their surroundings, and big industryesit These regions, in the frame of our
hypothesis, could be regions with the best competpotential and perspective to further
development. The analysis at regional level alsawsld thatin Hungary we find no regign
which would be classified as an effective during téferred period.

To the group of effective regions it is possiblelude also regions which were not
efficientduring the whole referred period, but the resglefficiency index was equal to 1 in
CCR, BCC, FDH and FRH models or sum of values afitamhal variables is equal to O in
SBM model in several years in the reference perldubse regions aleE22 (Niederbayern)
in Germany andAT11 (Burgenland)n Austria. These regions are mentioned by ligietyg
colour and italics font in Table 6.

The efficient regions are followed by a group ajioms which areslightly inefficient
These regions do not achieved efficiency equal to @CR, BCC, FDH and FRIfodels or
low sum of values of additional variablesSBMmodels, but their efficiency indices reached
consistently highly effective values close durihg referred period (coloured by light grey
colour in Table 6). There are NUTS 2 regions inafdlPL43 (Lubuskie)and PL52
(Opolskie) in Austria AT22 (Steiermarkat 32 (Salzburg)in Germany,DE13 (Freiburg),
DE14 (Tubingen), DE21 (Oberbayern), DE23 (Oberpfal2E24 (Oberfranken), DE25
(Mittelfranken), DE26 (Unterfranken), DE91 (Brauhseig), DE93 (LUneburg), DE9%4
(Weser-Ems), DEA3 (Munster), DEA4 (Detmaddd DEAS (Arnsberg)pelong to the group
of slightly efficient regions.

Other regions are classified iagffectivein CCR, BCC, FDH, FRH and SBM models,
i.e. these regions are considered as non-competifiost inefficientregions are highlighted
by ultra-light grey colour and italics font in Tabb. There is the least efficient NUTS 2
region in Poland, there are the least efficient ISUX provincesPL21 (Malopolskie), PL31
(LubelskielandPL32 (Podkarpackie).

Table 6 also shows position of individual V4, Aistand NUTS 2 regions within
selected models in terms of the order of achiewedage values of coefficients of efficiency
(CE) in CCR, BCC, FDH and FRH models, or sum ofieal of additional variables in SBM
models, over the period 2000-2010. The overalluatadn of individual V4 regions shows
that the best results, in terms of efficiency ihusled DEA models, have reached effective
regions.These regionsin the Czech Republi€Z01 (Pragueand CZ02 (Central Bohemia),
in PolandPL12 (Mazowieckie)in SlovakiaSKO1 (Bratislava Region)n Austria, AT13
(Wien) AT21 (Karnten)and AT33 (Tirol) and in GermanyDE11l (Stuttgart), DE12
(Karlsruhe), DE30 (Berlin), DE50 (Bremen), DE60 (Hburg), DE71 (Darmstadt), DEBO
(Mecklenburg-Vorpommern), DE92 (Hannover), DEA1 g8xidorf), DEA2 (KéIn), DED2
(Dresden) and DEFO (Schleswig-Holsteiy have thus ranked first positionsmong all
evaluated regions during reference periodsécond place, theriss German regiorDE22
(Niederbayern)In third placewas AustriamAT11 (Burgenland).

Table 6 shows also position of regions that hamked in last places in overall order.
These regions have achieved the worst resultgnmstef efficiency in all used DEA models.
At 53th place thus the third worst place in final order is @dcpolish regionPL21
(Malopolskie). At 54th placeis again polish regiofPL31 (Lubelskie) The least efficient
region (placed ab5th place is polish regiorPL32 (Podkarpackie)

The best results and also first positions, in tzedd Republic have reached regions
CZ01 (Praguepnd CZ02 (Central Bohemia)he worst results and also last position, in the
Czech Republic has reached reg@n04 (Northwest)in Hungary, the best results and also
first position, regiortHU31 (Eszak-Magyarorszag-Northern Hungahgs reached. The worst
results and also last position, in Hungary hashedaegionHU33 (Dél-Alféld- Southern
Great Plain). The best results and also first position, in Pdléwas reached regioAL12
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(Mazowieckie).The worst results and also last position, in Polaas reached regidaL32
(Podkarpackie) In Slovakia, the best results and also first fomsi regionSKO01 (Bratislava
Region)has reached. The worst results and also lastigosih Slovakia has reached region
SKO04 (East Slovakia)n Austria, the best results and also first possi have reached regions
AT13 (Wien) AT21 (Karnten)and AT33 (Tirol) The worst results and also last position,

region AT12 (Niederdsterreichhas reached in Austria. The best results and fisb
positions have reached regiob&11l (Stuttgart), DE12 (Karlsruhe), DE30 (BerlirE50
(Bremen), DE60 (Hamburg), DE71 (Darmstadt), DE8CGe¢@klenburg-Vorpommern), DE92
(Hannover), DEA1 (Dusseldorf), DEA2 (Kéln), DED2ré¢bden)and DEFO (Schleswig-
Holstein in Germany. The worst results and also last mwsitregionDED3 (Leipzig)has
reached in Germany.

Table 6: Comparison of Efficiency Results in seleetl DEA Models: CCR, BCC, FDH,
FRH and SBM for NUTS 2 regions in V4, Austria and &rmany

DEA MODELS
Region CCR | CCR | BCC BCC | SBM SBM FDH FDH FRH FRH Absolute

10 00 10 00 CRS VRS 10 00 10 00 Rank of

CE* CE* CE* CE* CE* CE* CE* CE* CE* CE* Region**
CZ03 0,850 | 1.224] 0.889 1.263 17,180 16,193 0,890 441.p 0.853 1.236] 27.
Cz04 0.571] 1.705] 0.829 1.57§ 37,810 30,654 0.641 251.¢ 0.929 1.545] 42.
Cz05 0.867 ] 1.201] 0.904 1.244 16,299 16,011 0.847 991.p 0.978 1.218] 26.
CZ06 0.696 ] 1.713] 0.73§ 1.664 25,406 18,260 0.796 531.6 0.835 1.545] 35.
Cz07 0.864 ] 1.190] 0.914 1.244 16,129 11,233 0.898 471.p 0.964 1.203] 22.
Cz08 0.760 ] 1.249] 0.924 1.209 20,742 15,720 0.840 141.p 0.978 1.187] 31.
HU10 0.841 ] 1.148] 0.889 1.1271 18,090 17,360 0.846 1371.] 0.892 1.118] 28.
HU21 0.756 | 1.254] 0.854 1.23] 31,366 27,356 0.745 2421.] 0.873 1.221] 38.
HU22 0.814 ] 1.181] 0.869 1.186 19,022 17,176 0.834 175l.| 0.875 1.148] 30.
HU23 0.666 | 1.334] 0.769 1.301 45,971 31,696 0.7q1 3291.|] 0.882 1.267| 44.
HU31 0.820 | 1.176] 0.999 1.074 19,759 11,121 0.848 1571.] 0.998 1.059] 24.
HU32 0.642 | 1.477] 0.97q 1.08 24,746 18,349 0.693 435l.] 0.984 1.077] 34.
HU33 0.611] 1.550] 0.913 1.361 45,753 39,540 0.634 5271.] 0.923 1.299| 45.
PL11 0.544] 1.690] 0.889 1.684 123,986 112,11B 0.6441.668 0.891 1.623] 51.
PL21 0.489 | 1.827 | 0.853 | 1.894 | 139,856 | 120,728 0.591 1.856 | 0.889 1.826 | 53.
PL22 0.562] 1.537] 0.769 1.564 113,971 94,457 0.6§1 .4011 ] 0.890 1.414] 50.
PL31 0.442 | 2.082 | 0.848 | 2.254 | 141,554 | 129,136 0.467 1,989 | 0.875 | 2.228 | 54.
PL32 0.560 | 1.650 | 0.880 | 1.786 | 155,891 | 122,667 0.576 1.635 | 0.895 1.732 | 55.
PL33 0.495] 1.699] 0.73q 1.59§ 133,971  104,45f 0.6$11.421 0.875 1.452] 52.
PL34 0.662] 1.437] 0.869 1.464 103,971 95457 0.679 .4261| 0.884 1.445] 49.
PLAL 0.732] 1.298] 0.89q 1.33( 57,843 48,898 0.795 2741.] 0.905 1.315] 47.
PLA2 0.811] 1.168] 0.933 1.184 64,149 41,274 0.836 1491.] 0.948 1.168] 46.
PL43 0.997 ] 1.003 | 1.000 | 1.000 | 0,984 0 0.999 1.001 ] 1.000 ] 1.000 | 4.
PL51 0.866] 1.118] 0.980 1.08( 25,797 16,279 0.849 0981.] 0.996 1.023] 32.
PL52 0.951 ] 1.059 | 0.977 | 1.048 | 5,489 4,212 0.973 1.041 | 0.985 1.032 | 9.
PL61 0.814] 1.212] 0.949 1.193 65,744 50,638 0.838 1991.] 0.952 1.174] 48.
PL62 0.789 ] 1.240] 0.974 1.224 43,072 26,810 0.8Q1 2271.] 0.981 1.211] 43.
PL63 0.827] 1.158] 0.94q 1.154 31,255 28,873 2 1451.] 0.959 1.136] 39.
SKO02 0.834] 1.110f 0.87q 1.072 13,476 8,622 5 891.¢ 0.887 1.562] 20.
SKO03 0.789 ] 1.146] 0.814 1.18¢ 26,928 17,908 0,833 1131.] 0.828 1.099] 36.
SK04 0.676] 1.184] 0.699 1.219 34,955 32,634 0.7q1 1681.] 0.723 1.147] 41.
AT11 0.997 ] 1.003 | 1.000 ] 1.000 | 0,961 0 0.999 1.001 | 1.000 | 1.000 | 3.
AT12 0.914 | 1.081 | 0.965 | 1.086 | 9,022 7,176 0.975 | 1.048 | 18.
AT22 0.951 ] 1.059 | 0.977 | 1.048 | 3,489 2,212 0.973 1.041 | 0.985 ] 1.032 | 6.
AT31 0.934 | 1.030 | 0.976 | 1.022 | 3,476 1,622 0.955 1.025 | 0.987 ] 1.002 | 5.
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| AT34 ] 0941 ] 1048] 0989 1024 6090f 5360 | 0.96p 7.430.992 | 1.018] 13 |

0.967

1.101

0.988

1.048

DE13 0.969 | 1.099 | 0.991 | 1.035 | 5,999 5,017 0.989 1.075 | 0.997 ]1.019 | 10.
DE14 0.968 | 1.102 | 0.989 | 1.041 | 6,032 5,991 0.982 1.087 | 0.996 | 1.020 | 16.
DE21 0.960 | 1.103 | 0.980 ] 1.084 | 6,199 5,081 0.972 1.099 | 0.984 | 1.069 | 12.
DE22 0.998 ] 1.002 | 1.000 | 1.000 | 0,764 0 0.999 1.001 | 1.000 | 1.000 | 2.
DE23 0.951 ] 1.059 | 0.977 | 1.048 | 5,099 4,105 0.973 1.041 | 0.985 ] 1.032 | 8.
DE24 0.967 ] 1.101 | 0.988 | 1.048 | 6,242 5,009 0.987 1.089 | 0.995 ] 1.023 | 11.
DE25 0.953 | 1.055 | 0.980 ] 1.045 | 5,075 4,071 0.978 1.039 | 0.989 |1.027 | 7.
DE26 0.964 | 1.105 | 0.984 | 1.054 | 6,329 5,233 0.978 1.099 | 0.980 | 1.051 | 14.

1.244 16,129 15,233 0.898 2471.

1.24 16,29 16,011 0.8q7 2991

DE9%4 0.964 | 1.105 | 0.984 | 1.054 | 6,329 5,233 0.978 1.099 | 0.980 | 1.051 | 13.
DEA3 0.989 ] 1.026 | 0.992 | 1.016 | 6,928 4,908 0,993 1.013 | 0.995 | 1.009 | 15.
DEA4 0.953 | 1.055 | 0.980 | 1.045 | 5,075 4,071 0.978 1.039 | 0.989 | 1.027 | 7.

DEA5 0.964 ] 1.105 | 0.984 ]| 1.054 | 6,329 5,233 0.978 1.099 | 0.980 | 1.051 | 14.
DEB1 0934 | 1.130] 0.97q 1.117 13,476 11,622 0.9 151.1 0.987 1.092] 21.
DEB2 0914 | 1.081] 0.96§4 1.08¢4 29,022 27,176 0.93 75..0 0.975 1.048] 37.
DEB3 0.922 | 1.079] 0.973 1.07( 18,992 17,089 0.94p 69L.9 0.981 1.039] 29.
DECO 0.964 ] 1.105 | 0.984 ]| 1.054 | 6,329 5,233 0.978 1.099 | 0.980 | 1.051 | 14.
DED1 0.820 1.074 19,759 11,121 1.149] 22.

1.24 36,129 25,233

Note: * Coefficient of efficiency = average efficiecy rate of country in period 2000-2010

** Absolute ranking of V4, Austria and Germany NUTS 2 regions is based on their rank in DEA models
in period 2000-2010

Source: Own calculation and elaboration, 2012

Conclusion

Competitiveness, performance and efficiency are ptementary objectives, which
determine the long-term development of countries @gions. These are also concepts that
cannot be avoided in economic theory and practi€ealuation of competitiveness,
performance and efficiency can be performed onlyafuse existing concept of these terms
or selected mainstream. Because of the fact tlese tis no mainstream in competitiveness,
performance and efficiency evaluation, especiallyregional level, there is space for
alternative approach in this area. It is necessargote that using different approaches to
evaluation generate different results. This isdagand predictable. It cannot be expected that
different approaches lead to identical conclusi@mut the level of competitiveness,
performance and efficiency. Many methods and aghemto competitiveness, performance
and efficiency evaluation are (to a certain extémtpmparable, and therefore their results
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must be taken into account individually. A certaiegree of individual assessment should
therefore apply in terms of concrete results (amde) of individual V4, Austria and
Germany and their NUTS 2 regions. National efficigras a mirror of performance, is based
on competitive potential of individual regions.

The aim of this paper was to present efficiencyiet@on of V4 countries, Austria and
Germany, and their NUTS 2 regions in the referepesod 2000-2010, through specific
multicriteria approach — DEA method. The analysialeated the degree of relevance of ten
selected DEA models for measuring national andoregi efficiency. DEA generated
relativelycomparable resultghroughout reference period and models.

The initial assumption has beeanfirmedthrough empirical analysis at national and
regional level. Based on DEA analysis has beendoaut that in evaluated countries and
regions there is distinct gapbetween economic and social standardsdifferences still
remain Regarding the findings and the analysis eachtcpamd region can decide whether
it had a level of efficiency and productivity tremtrease during the time period, or not. By
having this information and dividing efficiency asdbsequent productivity into its elements,
the basic trend in efficiency level and productivitend whether it be increase or decrease is
observed. According to DEA models, it is necessanyote that in all evaluated countries and
regions was mostly achieved noticeable efficiencyl groductivity increases and thus
performance strengthening during reference pefibakt countries and regions experienced
decline in their performance (outputs decline assalt of declines in inputs) as a result of
economic crisis. The recent economic crisis hatowsdly threatened the achievement of
sustainable development in the field of competitegs. The crisis has underscored
importance of competitiveness, supporting econoemeironment to enable economies to
better absorb shocks and ensure solid performaviog gto the future.
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ECONOMIC COST AND ECONOMIC BENEFITS FOREIGN
PEACEKEEPING MISSIONS CZECH ARMY

Abstract

In the treatise is justified by the complexitytbé analysis of the economic aspects of
the requirement of the foreign missions of the aohthe CZECH REPUBLIC, including the
process of justification for the requested funditinggir use and the evaluation of the benefits
achieved (effects). The author defines two kindeainomic benefits to foreign missions —
the benefits of direct, immediate and indirect igseperspective. The author presents the
possibility of planned expenditure for discussiantbe security of foreign missions as the
long-term capital investment, whose return is affidcby the degree of coordination of
economic and defence policy of the State.

In conclusion, then, he justifies the need forni@misation of economic and the
defence policy as provided increasing economiciefficy of foreign missions of the army of
the CZECH REPUBLIC.

Key-Words: economic policy, defence policy, foreign missionsestment, externalities, the
capital, military spending, democracy.

Introduction

Peace prospects, which humanity connected witéwe conditions of development
after the collapse of the bipolar division of therld, were soon cut the loss of hope for a safe
life without armed conflict. The disintegrationtbie world has not become a safer bipolarity.
Phenomenon of the present against the safety ofwibd community, it became the
international terrorism. The fight against terrorisvithin the framework of international
cooperation is a strategic interest of both thecGZgepublic and part of the defence policy of
the Government, as an instrument of its enforcement

An analysis of the development of the securityimmment and the emergence of
potential threats shows that active participationoperations outside the territory of the
Member States of NATO and the EU will in the ne@ty2ars, most likely in the form of the
deployment of the Army of the CZECH REPUBLI] In the context of these operations
must be prepared in parallel, drive the Army tagaut the tasks facing not only to enforce
the peace, but also to ensure that the tasks aegeaping and humanitarian assistance to the
civilian population of the host country.

The study of internationally-political, securitynilitary or humanitarian foreign
missions of the Czech Army page has in recent ygaveted to the relatively concentrated
attention to the professional public.

Far less attention is devoted to the analysishef@économic aspects of the foreign
missions of the army of the CZECH REPUBLIC (ACRhioh we consider very important
and high current.
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The requirement analysis of the complexity of the @mnomic aspects of the

foreign missions

The annual approval of the expenditure on foremgissions of the CZECH
REPUBLIC is a source of very lively parliamentaigalission and, meanwhile, raised some
political forces arguments about unnecessarily iapfficiently spent resources which could
be better used in other areas of the life of themany. Even in the general public, there are
images of no good use and disproportion of thenfire requirements of the Defence
Ministry to these activities. In the backgroundtisése objections lies the objective conflict
between the objectives of economic and defenceipsliand conflict between their tasks and
the resources available. Therefore, the questionadfat are the costs of the mission?" is the
simplest, and perhaps the most common questidmeagame time, which is usually the first
to come in the run-up to any discussion of theifprenissions.
According to the available data, the Ministry ofetece was on foreign operations from 2001
to 2011, a total of 18.6 billion CZK spent. This @amt corresponds to 43% of the budget
chapter 307, the Defence Ministry for the year 202ich is 43.47 billion CZK.

Table 1
Total expenditure spent on foreign missions of defe in the years 2006-2011
in bin. CZK)

Year 2006| 2007 | 2008| 2009| 2010| 2011
Expenditure | 1,57 | 1,41| 2,45 2,63 132 1,81

Source: [2]

It is fair to the data that these expenses danotde the so-calledidden expenses
including expenses relating to security trainingtfee purposes of foreign operations, the cost
in the form of a permanent reduction in the valtiéxed assets, i.e., costs given by wear and
tear, the moral deterioration or obsolescence efntiitary technology deployed in foreign
operations.

In view of the needs of the solution to the caflbetween the economic resources
and tasks of the defence policy do not have thgelaxplanatory value. It is more than 1
billion CZK, which is a year of spending from th&at® budget to foreign missions a lot or a
little? It is money spent for nothing, or providasy real effect? What is the resultant effect?
The activity of foreign missions helps for solutioh national economy tasks? If so, how?
These and many similar questions is not possibbgether qualified to answer without more
thorough analysis of the broader economic aspéatsign missions, however, cannot be
limited only to the "traditional” problem of econgmor in the provision of the necessary
material efficiency, resources and services.

Comprehensive approach — planning resources, consgton and formal effects

Study of economic aspects of the foreign missiomsst be characterised by
comprehensive approachi.e. attention must be paid to how the procafsplanningthe
required resources and these (consumptiorgnd the evaluation adffects which were the
activities of the unit during the foreign missiorhaeved.

The first process hamacroeconomic characterand in the course of the size of the
volume of the necessary means, which must be adlddaom the State budget in order to
ensure the quality of the substantive and finanaahditions and the successful
implementation of the Mission seconded units abrétaid primarily a political decision. But
this fact does not discharge the obligations of Erefence Department's management to
address the problem of military-economic justificatthe optimal volume of the required
resources. Political decision is always the residlta clash of political forces and the
leadership of the Defence Department, how convine@rguments they will be armed with
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these forces. The arguments in favour of foreigesions must contain the remittance to their
economic benefitdn this context, cannot recall the words of the istier of Defence of the
CZECH REPUBLIC:"When it is directly challenged by the territory thie State, the use of
the army to defend it is immediately understanddbteeveryone. Aware of the fact that
threats to security of the CZECH REPUBLIC today th@usands of miles from our borders,
requires further consideration. In the contemporaegurity theory is talk about the so-called
paradox of an external nature of internal risks. aihit converted to the comprehensible
language, threats to the internal order in the CHEREPUBLIC, such as the sale of drugs in
the Czech cities or the possibility of a terroasiack on the subway, there are not resulting in
our territory, but when, for example, in AfghanistaExplain the importance of the mission is
a joint effort of political representation, mediadamembers of the army3, p. 6]

The second downstream process is the processmthediate useof earmarked funds,
i.e. how are you doing in practice to realize grenciple of economy and the principle of
effectivenesin the use of limited resources. The principfeeconomyrequires focus on
minimizing costs in the acquisition of materialdaservices (inputs), while respecting the
need for their quantity, but the quality of the itigp of deliveries, relations with suppliers, etc.
The implementation of the principle of austerity shmot jeopardise the attainment of the
objectives of the (outputs). The princigleeffectivenessoncerns the transformation process
and describes the relationships between inputsoatplts. Its implementation requires "the
ability to do things right" and required to achieve outputs with a minimum quantity of
inputs. It must be respected, the requirementbdacektent, quality and timeliness of outputs.
The practical implementation of these principleguiees a creative application of tools and
methods of the military-economic analysis in thenotand and control management activities
from the units.

The criterion of the effectiveness of foreign misens

If the order of the second circuit of the probleaighe economic aspects of foreign
missions is currently the largest share of thentiti, the issue of a third of the final process
only marginal attention. While@ comprehensive assessment of the effectivenedsthe
means employed, i.e. what kind of military, poBfichumanitarian and economic results were
achieved, the decisive criterion for the conclusioon the economic (and total) the
effectiveness of the foreign missions of the CZBHREPUBLIC Army.

A comprehensive analysis of the prerequisitesefoh of the three time consecutive
processes is one of the factors essential to thi@o of the conflict between the objectives
of economic and defence policy and available ressurfor their implementation. This
analysis is the starting point for harmonizationtla same time economic and defence
policies as provided efficiency of foreign missions

From positive externalities to long-term capital inprovements

At first glance, it would seem that the evaluatmmthe effectiveness of the means
employed is based on the tasks the Unit receivéorddis departure, and to evaluate the
success rate of their implementation, which is 8asethe authority of its military forces. In
other words, the task forces deployed abroad i®nigtto "out the door", but also in order to
"help establish order in the House or even rebilld Meet the "military, respectively
military-political" objectives of the mission is daubtedly the decisive role of each unit. At
the same time is the starting point for consideratdf other benefits of their activities,
including the benefits of purely economic, whicts mot yet been paid almost no attention.
This plane of reflection on the economic aspectshefforeign missions requires a deeper
reflection on their "direct, immediate" and "inditgorospective” benefits.

179



Historical experience, but the experience from ¢berent Afghanistan talks about,
that the activities of foreign troops in the hosuwitry, a number of "positive spill-over
effects”, that its consequences can be economisajyificant benefits to our economic
development. Themechanism of these side effegtswhich can be viewed from the
perspective of economic theory as fisitive externalitiesof units abroad, it can be briefly
described as follows.

The mechanism of positive externalities

Members of the unit with the implementation of thain and decisive role, i.e.. by
eliminating outbreaks of conflicts and possibles#its, helping to promote peace in the host
country or its maintenance. It is involved in cnegtthe basic conditions for the solution of
problems of the host country, in particular, inedrgecurity, the promotion of democratic
development, economic and social development. &ation of the internal political and
security situation in the country and begin recartsion of the developing economic plans,
usually aimed at the development of the agro-fomistry complex, the primary processing
of material resources and building the foundatiohsdustrial development raises the need
for the purchase of new industrial products andhretogies, the investment units,
professional consulting services, etc. This proeéesdso accompanied by the needs of the
development of education, health care and the Issgiere. Its share of the start-up of these
processes for mission abroad creates a clearw#égndes entry of Czech companies in the
country to establish and develop mutually bendfioisiness relationships with companies in
the host country.

The direct and indirect benefits

In theory considerations may be of positive extitina (benefits) generated in any
stage of the process chain. However, in view of ithenediacy of participation units of
foreign missions, it is appropriate to distinguibk benefits of direct, immediate and indirect
perspective benefits.

The mechanism of thiadirect perspective benefitswas de facto already described
above. For that, you can just add that when prdsebenefits arise belong to the very
important and irreplaceable role of mutual recagnit respecting national and cultural
traditions and mutual confidence, built on the ®asi solving challenging tasks of the
defence of the nascent democratic State, etc.

The direct benefitsare generated by the immediate activities of thssion. For
example, the training of the armed forces of thst ountry led by our members using the
weapons and techniques of the Czech production beayhe motive to weaponry and
equipment order of Czech producers. Similarlys possible to obtain an economic advantage
from foreign competition in the event of the satdransfer of maintenance free and of arms
and military technology to the host country, thuscommit" to a possible future supply of
spare parts and other material and services ndededsure the operation of these weapons
and technology. Closed business cases are leauliihg foromotion of exports of the country
and to improve its trade balance. Similar exampkas be mentioned more. The important
thing is vigilance to create the atmosphere of wstdading for the needs both of interested
parties.

Expenditure on foreign missions as a long-term cafal investment

If we look at the immediate benefits as of forwhrdking positive externalities
which we can define as thmintendedside result of the activity, its originator canrsdeal,
then in the interest of increasing the efficiendythe funds spent on the security of foreign
missions is needed to begin to perceive the ustheffunds asa proactive process of
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investmeni@and expenditure on foreign mission understootbag-term capital investment
The realisation of this investment is the startetiof the adoption of the decision to send in
troops to foreign missions and ends, for examplke signing of an international agreement on
a common geological exploration and subsequenbéapbn of oil or other energy and raw
material resources. In another case, the investresatt in the conclusion of agreements with
Czech companies on building traffic, connection aadvice infrastructure, supply of energy
blocks, etc. The benefits of the Mission for thenggtic economy can also be generated for a
long time after the withdrawal of troops from tisée.

In the implementation of expenditure on foreigrssin as long-term investments you
can expect the next multiplier effects, as creathng conditions for the activities of Czech
companies in the host country at the same timeasa the volume of necessary assumptions
based investment. The purpose of Czech companietddwmt be to inline in the form of
immediate investment return profits back to the dbz&epublic. Interest of the business
sector should, however, be achieving the prospefigopmpanies of the host country, and the
creation of a clearway distance for the furthered@wment of mutual cooperation and the
export of other investments. So it idomg-termissue. In its development cooperation as a
result of these conditions not only for stabilieaticreates a flow of our investments abroad,
but also to increase their volume. But all of treguires multiannual planning, as with the
gradual development of the economy of the host trgumill be more demanding projects
requiring even still larger investment volumes, ethare not subject to the expectations of
one-year planning of budget funds.

The need for a similar approach as Minister ofddeé, when in conjunction with
changes to the terms of approval of long-term goinbut that these long-term missions
should be approved for a longer period of timle [3, p. 5] Unable to fight for peace, the
achievement of peace requires the developmentcohaeptual approach, no improvisation,
because at least the medium-term Outlook is reduiflis implies the need to develop the
concept of government entities into broadcastimgifm missions with a view to at least three
years, to ensure the harmonization of the objestafeeconomic development and defence
policy and the coordination of activities, the pregs and results of the foreign missions of
the CZECH REPUBLIC Army, the ministries directlyrmerned. This concept should clearly
define the Mission of the foreign missions andificsttion of why and where they are to be
sent. Together with the political type would evesifige the concept should include expected
results (including prospective), and, where applieathe methods of their assessment.

Conclusion

Foreign missions of the Army of the Czech Repuldfresent a significant instrument
of defence policy and strategic interests of thedbzRepublic. Versatile and high-quality
material and financial security of foreign missiorguired to allocate for the benefit of a big
part of the financial resources. It is thereforeth® interest of the company to try to
coordinate the activities related to the sin ofirthuse, which is, however, to some extent,
outside the framework of the market mechanism aqdires a control from one centre. The
economic security of foreign missions is part & thsks of the economic objectives of the
security and defence policy, which are an integeat of the content of the economic policies
of the State. At the same time the implementatidnthe objectives of the foreign
peacekeeping missions must contribute to crealiagonditions for achieving the objectives
of the traced socio-political programmes.

Respect for these links in the practice of comsistoordination of the content of the
respective projected program, conceptual and gjbeernment documents and managed by
the CZECH AIR FORCE missions, the stakeholders, isties and administrations.
Appropriate, current practice shows that it is sseey for the tasks and measures contained
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in the policy documents have experienced long-teatore and complexity, a high degree of
stability (as well as the necessary degree ofbiiéti and variability), balancing in relation to
ensuring the objectives of economic and social ldgveent of society and the needs of the
economic security of foreign missions.

Evaluation of the effectiveness of the funds smenthe security of foreign missions
must be comprehensive and include assessment oflitket and indirect benefits for
economic development. The harmonisation of econcamid defence policy of the State
features in this context as a fundamental prerégquig efficiency of foreign missions of the
army of the Czech Republic.
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Abstract

Organic product can be described as a raw matefianimal or vegetable origin
obtained in organic agriculture. Organic food i®domade from organic ingredients as
provided for in Council Regulation 2092/91 EC andt Alo. 242/2000 Coll., On organic
farming, has been issued a certificate of origrgaaic food. The main objective of this paper
is to define what is the current situation in thhgamic food market in the Czech Republic
with a focus on Czech producers of organic foodstPs®rves as partial preparation of
research to be followed on this issue.
Key words: organic food, market demand, agriculture.

Introduction

Organic food is currently one of the topics dismtf the demand for them is
increasing, as the number of producers and prodiimts organic agriculture. The main issue
that is often addressed is whether it is organatlyenealthier and more beneficial for the
human body than food produced conventionally causé& main objective of this paper
is to describe the current situation in the Czecarket with a focus on organic and
exclusively Czech producers. This paper describessituation on the market in the Czech
Republic and offers a comprehensive view of orgdaniming and its possibilities and future
prospects.

The legislative documents for production of organi¢ood

Organic product can be described as a raw matefianimal or vegetable origin
obtained in organic farming, which is a way of fargithat does not use chemical fertilizer,
chemicals and other artificial substances and dsimi@ not given antibiotics, do not feed
them meat and bone meal and atrtificially stimulatesr growth. It follows that it is the
management-positive nature and animals. They maintkibe form of vegetables, fruits,
legumes, cereals, milk, eggs or animal at a timgafic products are indeed available in
commercial units, but there are still very few. Toest way to get customers to them at the
source, or to biofarmach [9].

Organic food is food made from organic ingrediemssprovided for in Regulation
2092/91 EC and Act No. 242/2000 Coll., On orgaaierfing, has been issued a certificate of
origin, organic food. With a higher quality, monstthctive taste and nutritional value.

Every organic farmer must follow strict rules, wiiare based on the following
legislation. This is the Regulation 834/2007 onamig production and labeling of organic
products and repealing Regulation (EEC) No 209244 Act No. 242/2000 Coll. on organic
agriculture. The Act, in relation to a directly dippble regulation of the European
Communities, the conditions of organic farming ahe related certification and labeling of
organic products, organic foods and other orgammdyrcts, and exercise control and
supervision over the observance of the obligatcmmhected with it [6].

183



Basic possibilities of assessing the quality ofamig food:

1. Nutritional value: high in vitamins, enzymes, mialsy balanced ratio of protein and
fat.

2. Hygienic value: lower incidence of foreign subsescsuch as nitrates, pesticides,
herbicides, heavy metals, etc.

3. Technological value: better storability, lower stge losses, lower gluten content, etc.

4. Sensory value: the lower, the products are notie®, rolorful, fragrant seasoning as
natural products. Wildlife, however, prefer to fgeaon green crops [14].

Methodology

The main objective of this paper is to define wigthe current situation in the
organic food market in the Czech Republic with @ubon Czech producers of organic food.
Post serves as partial preparation of research followed on this issue.

The methodology gives us the workflow of this woitk was to work with the
available information both from the literature a@noim available electronic sources and the
author's own observations. Author based on empinegthods, directly describes reality.
The information was compared with each other aedéisult is a description of the situation
on the market for organic food. Was working witlt@adary data and their analysis were
evaluated in which direction the organic food maikéneading. The content of the post were
chosen parameters: the number and order of orfamicproducers, the proportion of major
food categories in the total turnover of productio2008, it was worked with statistical data
on organic farming and the number of organic foomtipcers from 2010 until 2011. The last
figure, which could describe the issue, then thedf retail chains in the Czech Republic,
which have in their offer organic or organic progudased on the analysis of the data was
then evaluated whether the production of organmdf@rowing trend and whether the
development of the organic food market in growth.

Evaluation of the market situation in the Czech Renpblic.

In the introduction, it is necessary to determiiogv much organic food producers in
the Czech Republic there. The list of organic fpoadducers was assembled according to their
turnover in the Czech market in 2008.

The order is specified by manufacturers salesotgnrealized only on the Czech
market (ie without export turnover). Moreover,stincluded in the total turnover of organic
food even companies that operate production aridkdifon of organic food at the same time
(eg PROBIO, trading company Ltd., Country Life Ltdsp.Cerozfrucht Ltd., etc.). For any
company, it is stated that commodity deals.

PRO-BIO, a trading company with r.o. - Cerealsgasemi-milled products.
Country Life Ltd. - Cereals, pasta, bread.

OLMA, Inc. - Milk and milk products.

Biopark, Ltd. - Beef.

Sterba Jan, Ing. - Fruits and vegetables.

Cerozfrucht Ltd. fruit and vegetables

Bio NEBIO Ltd. - Biscuits, cereal mixture blanks.

Dairy Meziici, spol.s r.o. - Milk and milk products.

Josef glazier - meat and sausages.

10 Emco spol. s ro - cereal mixture.

11.Sun Gate, Ltd. - Cereals.

12.Racio, Ltd. - Biscuits.

13.Mastali Vladimir - St. Pierre - products made from goatik.
14.Lacrum Great Mezirici, Ltd. - Milk and milk produsct

©CoNoOoO~wWNE
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15. Lifefood Czech Republic Ltd. - Other foods (butandy, ...)*

The previous list can be seen that in the CzeguBle is a producer of organic food
enough and focus on diverse areas of productian frereals, dairy products all over cereals
and meat. There have been deliberately includedufaeturers with the highest turnover
since these are delivered to supermarkets ands;terthey are closest to the customer.

The proportion of main food categories in the ttwahover of production.

According to figures recorded the largest volum@mifduction of "dairy" (approx. CZK 220
million, or 25% of total turnover of productionplfowed by the categories "Bakery products”
including bakery and confectionery products frestl long-life and other flour products, with
a share 22% (about 188 million CZK). The third gaty, the category 'other processed
foods' (about CZK 162 million), and within partiaulsub-category "Coffee and Tea" and
"Condiments and seasonings” with almost 55% re&¥ (L1].

Chart 1:Share of the main food categories in the tal turnover of production
in year 2008.

W meat and meat products
B flour and starch products
m fruit vegetables
W other
W bakery products
25% W drinks
fats, oils
dairy produce

0% bakery products

Source :Statistical investigation UZEI 2009

! Statistical investigation UZEI 2009; Yearbook Czerganic food market, 2009 (Green marketing).
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Table1l Comparisorof basic statisticahdicatorsof organic farming

31. 12. 2010 31.12. 2011 The increa3de
for January increase
to December for January
2011 to
December
2011 (%)
Number of food producers 626 646 20 3
Number of organic farms 3517 3920 403 11
The area of agricultural land {48 202 482 927 34 725 8
organic farming (ha)
Share of organic farming in10,55 11,40 0,85
total agricultural land (%)
The area of arable land (ha) 54 937 59 281 4 344 8
The area of permanenB69 272 398 060 28 788 8
grassland (ha)
The area of permanent cropS 128 6 453 1325 26
(orchards) (ha)
The area of permanent crop803 965 162 20
(vineyards) (ha)
The area of permanent crop8 10 3 25
(planted) (ha)
Other area (ha) 18 054 18 158 103 1

Source: http://eagri.cz/public/web/file/148890/statistikaktadni_31_12 2011.doc

Table 1 shows a comparison of the statisticalcautdrs of organic farming in the
Czech Republic in the period 2010 to 2011. Numbeproducers of organic food grew by
3%, the number of organic farms has even increised 3517 to 3920th This figure shows
an increasing trend. In the Czech Republic's extersupport for organic agriculture by the
state. Currently, entered into force document efNhnistry of Agriculture: National Action
Plan for the development of organic agriculturegha years 2011-2015. Aiming to achieve
a 15% share of agricultural land, while increadiing share of organic products in the food
market at 3%. This disproportion is caused mainjytle fact that organic farming also
performs secondary functions, not only productivenctions. Approximately 80%
of the acreage in organic form permanent grasslahid.is mainly because a high proportion
of less-favored areas in the Czech Republic (mamiyuntainous and foothill areas).
For these areas, landscape maintenance is impdoeoduse in these border areas, areas with
a high proportion commanded management mode (Ndtmarks, protected landscape area).
Agricultural production on arable land is not apprate, therefore, is the basis
for management of the grazing livestock, which gbotes not only to the maintenance of the
landscape, but also to retain a diverse range ofegied plant species. Even in other
parameters see ingrowing tendency [2].

Table 2 Number of food producers in 2001-2010

Year 2001 | 2002| 2003 2004 2005 2006 2007 2008 20PO10 | 2011
Number of| 75 92 96 116 125 152| 253 422 497 626 646
food

producers

Source:http://eagri.cz/public/web/file/148890/stasitika_zakladni_31 12 2011.doc
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Table 2 shows the number of food producers, whicheases every year, it clearly
indicates that there is potential for further depehent of the market.

According to Green Marketing survey from 2009, thember of retailers offering
organic food following. Organic shops and healtbd@tores is 300, 200 independent stores,
retail chains then presents ten of 1300 of storbsld Billa, COOP, Globus, Interspar,
Kaufland, Penny, Tesco and drugstore chains. Angtlaee where you can buy organic food
are chemists, when their number in 2009 was th®tR0Given that these figures are from
2009 and newer are not currently available, weinfar, based on past data, and that there
was an increase in the number of distribution @oint

Table 3 Overview of retail chains operating in theCzech Republic with organic food.

Name of chain format Number of Number off Own brand of
store establishments | organic food| organic food
range

Albert supermarket 280 135 Albert bio

supermarket

Albert hypermarket 240 Albert bio

hypermarket

Billa supermarket 200 175 Our

Bio/Ja!Naturlich

COOP supermarket, | 350 65 -
mensi prodejny

Globus hypermarket 14 336 -

Interspar supermarket | 32 309 NaturPur
hypermarket

Kaufland 95 238 Little Bee

Penny diskontni 300 58 Biostyle,
prodejna BabyTime

Tesco hypermarket | 141 253 Tesco organi
supermarket Tesco Bio

dm drogerie drogisticky 190 488 Alverde
retézec cosmetics

Rossmanh drogisticky 109 56 EnerBio
retézec

Zabka supermarket 100 106 -

Source: Green marketig, november 2010.

Green marketing survey in November 2010 gives sarview of retail chains
operating in the Czech Republic. The most chairrestowhich are offering organic
supermarket Albert, Albert hypermarket, Billa, CQGFobus, Interspar, Kaufland, Penny,
Tesco, dm drugstore, Rossmann and Zabka. These¢harsupermarkets, hypermarkets,
discount stores and drugstores. Most of them, dwetuhis own brand of organic food. The
table is then seen that the widest range of orglamid offers drugstore chain dm drugstore,
but here it should be noted that most of the rarmesists of cosmetics Alverde, then the
largest offer in Globus hypermarkets, InterspabheM hypermarket and Globus.

2 Rossmann drugstore in 2011 comes under drugshaiaTeta.
® Stores Zabka in 2010-2011 were transferred todaad currently works as a Tesco express.
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Conclusion

Post monitors the situation on the Czech marketofganic food with a focus on
Czech producers. Was working with secondary datéiwcame from the years 2009 - 2011.
The above is due, in the Czech Republic there wme2811 646 organic farmers. This number
Is growing character, just as in 2010, the numberganic farmers by 3%. Along with this
data, the higher the annual acreage of agricultlamatl on which organic farming is
implemented. From this we can conclude that therg@atential for the development of
organic agriculture and thus the production of argdood. Among the important indicators
also means that every year there is an increaeinumber of organic food producers and
from 2001 to 2011 to about 571 manufacturers. Heee see that it shows a positive
government support for organic farmers and growimigrest among customers of this
commodity. In the Czech Republic there are pletityetailers that offer organic foods, it is
mainly about Albert supermarkets and hypermarl®ilta, COOP, Globus, etc. The strings
also offer their own brand of organic food suchAdisert bio, NaturPur and BIOSTYLE.
Based on these data, we can assume that the noffikeis wide and has an increasing trend,
which creates a competitive environment. Among d¢htegories of food, then we see that
most are in the market represented dairy and bakergucts, the largest producer of dairy
products from organic products is then OLMA, as dmatrum Meziici, Ltd. The most
important producer is the company PRO - BIO, wHmtuses on the production of cereals,
pasta and pastries.

According to these data, we conclude that ther aff@products on the Czech market is
wide, suggesting a high number of organic farmeosvang number of entrepreneurs in this
area and a wide range of organic products in rekaiins. However, this issue requires further
study, since the data is already older charactgiitamould be appropriate to use more recent
data. In the future, we can say that productiontand also offer organic food will continue
to have increasing character and there will be noti@ce in the market as well as other
commodities, which is also stated in the ActionnPlar the development of organic
agriculture in the years 2011-2015, which aims d@ach 15% of agricultural land, while
increasing the share of organic products in the fmarket at 3%. It can also be expected that
people are getting more concerned about their headt also because organic foods have
future.
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POST-CRISIS FINANCIAL MARKET REGULATION AND
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Abstract

The financial turmoil, which started as a locasisr (USA, 2007) and swiftly turned
into a global one, has revealed the fragility oé ttlose interconnectedness of national
financial systems and initiated the unprecedeniestue measures to stabilize private
institutions from public sources. The analysis loé tauses of the crisis had revealed the
shortcomings in the field of financial regulationdasupervision, which led to a revision of
the EU institutional framework and of the Baselitaprules. Third generation of Basel
package is mostly considered the move in the migeiction, although partial and slow. But
more effort will be needed to meet the transiti@niqu deadline of 1 January 2013 as the
latest (October 2012) BIS report on implementatbragreed rules shows that only 8 of 27
member jurisdictions have issued their final seBasel 11l related regulations.
Key words: global financial crisis, regulation and superviside Larosiere Report, new EU
regulatory framework, Basel Ill, implementation oep

Introduction

The financial market in the era of globalizatioapmresents a highly complex
mechanism characterized mainly by the liberalizatad financial flows, integration and
securitization; unprecedented interconnectednesgualization of trading; expansive
quantitative increase in the number of financiatragpions; formation of new players on the
market; a significant increase in institutional@stments; as well as an increase in excessive
disposable financial resources. Negative aspectada an increase in financial crime as the
consequence of information systems abuse, loweliqiability of development, higher risk
rate, excessive volatility and crisis-prone envinamt.

In Europe, the new currency has supported inigatiaimed at the creation of a single
market for financial services, which have signifitg influenced the European banking
sector. The positive trend was, however, interdipte 2008 by the global financial crisis
which has negatively affected the European banKstla whole process of the EU financial
integration. It became obvious that market compyexequires a highly competent and
flexible system of financial regulation and supsiomn. The crisis has initiated the need for an
economic reform within the framework of the Lisbgoals and it has amplified the need to
create an environment which would enable timelygedion of threats of turbulences by
national economies and ensure their stable econpenformance.

The third version of Basel rules was announcefiéaptember 2010 and subsequently
endorsed by the G20 leaders at the Seoul Sumniiial? November. Basel Il increases the
resilience of the global banking system and enhafinancial stability by both raising capital
levels of banks and simplifying the regulatory fework. The Basel Committee on Banking

! This paper was prepared thanks to the suppoheo¥/EGA project no. 2/0104/12 “Macroeconomic aspedt
debt crisis — readiness to confront new challenges”
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Supervision plans to continue monitoring the menjbasdictions and publishing progress
reports on Basel Il implementation every six manth

Revision of European regulatory and supervisory franework

The unprecedented recession of the world econortheatnd of 2008 reconfirmed the
gaps in the protection systems of national econgrin@n the global market risks. There was
a wide range of opinions regarding the nature, eawd the solutions to the crisis (see
Figure 1) — from more narrow concepts, which sagvahgin of the problem in the financial
sector, to the widest ones, which considered ystemic crisis, or a civilization problem. The
unprecedented rescue initiatives aimed at stabgizhe financial sector have raised the
question of moral hazard and affected the imagkaoking institutions connected with the
decline in trust among their clients.

Figure 1: Causes of the global financial crisis 200

Global credit
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Foreign exchange

Financial engineering Large, private, global
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Failures of financial-
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sector supervision and Global financial market
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management

Source: own elaboration, Vaskova N. and Vaskova, Y2010

Based on the analysis of the reasons behind timblinancial crisis, thee Larosiere
Report has identified the shortcomings in the existingutation and supervisinand

% The report on the future form of the Europeanrfiial regulation and supervision, which was worket by 8
experts authorized by the President of the Eurofgammission, Mr. Barroso, was presented on 25/0292
The group was chaired yacques De Larosierd he aim of the so-calleced_arosiére Groupvas, based on the
analysis of the reasons behind the global finararials, to identify the shortcomings in the exigtiregulation
and supervision; and to propose a new frameworkcfwivould get Europe closer to a new regulatoryndgé,
stricter coordinated oversight and efficient crisianagement. (De Larosiére et al., 2009).

% As the biggest source of problems in the area gdilation, supervision, and crisis management, TepoR
considers the regulated financial institutions vehogernal models in use did not sufficiently ew&uthe risk.
They paid little attention to market liquidity atab much attention to individual companies, andabgtracting
excessively from the development in the sectorsanthe markets, they contributed to the problefglabal
scope. The multilateral oversight by IMF provedfiicéent, too, as the macroeconomic imbalance haidbeen
corrected in a timely manner. A coordinated activity the Financial Stability Forum, G8 and other
organizations was lacking, too. (De Larosiére gt24109).
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initiated the adoption of a new European regulagorny supervisory framewdtkin the center
of the new institutions is thEuropean Systemic Risk Board (ESRBA consultative body
with the majority of central bank representativiess responsible for the macro-prudential
oversight, i.e. its task is mainly to define, idgntand prioritize macro-financial risks. The
micro-prudential level is taken care of by the Huwan System of Financial Supervisors
(ESFS), which consists of three institutions: therdpean Banking Authority (EBA),
European Insurance and Occupational Pensions Atgh@EIOPA) and the European
Securities and Markets Authority (ESMA).

The Basel Committee on Banking Supervision has @sponded to the results of the
de Larosiére Report by tightening the capital rezqaent3. These new rules, which have
become part of the new financial architecture undemame Basel Ill, are aimed to improve
the ability of the banking sector to absorb shoeksing from increased financial and
economic stress regardless of its source, to tmitrisk of spillovers from the financial sector
into the real economy, to improve risk managemerd strengthen banks™ transparency.
However, the stricter rules have spurred contraakrsactions on both sides of the spectrum
and serious doubts regarding their timelines antterds. There are concerns that the new
Basel capital requirements will negatively affect nly the returns on assets and capital,
with a direct impact on both shareholders and tdiglut the economic growth as well. This
ambiguity of opinions has its origin in differenp@oaches to the general justification for
state interventions in the functioning of markets.

Will more regulation solve the problem?

Opinions on regulatory interventions into the fumecing of financial markets are
often rather controversiaSoros (2009)admits that financial markets do not head towards
their balance; therefore, financial authorities dnd&w supervise and, to some extent, manage
them. "The history of financial markets has beenqgiuated by crises and each crisis has led
to an addition to the regulatory framework. ... Tienetary authorities in the advanced
industrial countries are well developed, but thelewon of the international regulatory
framework has not kept pace with the globalizatainfinancial markets.” (pp. 83-84).
Wolfson(and Tobin) also argue that tighter financial regulation daimg along economic
stability and that the financial instability of tleead of the 20 century was caused by the fact
that the financial services industry has “overgrowe regulation.

Starek (2010) however, does not consider stricter regulatiorth@ssolution to the
crisis-related problems — according to him, theutaigry mechanisms created in the 1990s
were sufficient to stop the crisis from spreadingl e sees the problem in their not having
been consistently followed by governments and &irthumerous exceptions. At the same
time, he emphasizes the need to deal with the ndes rat the supranational level. He
accentuates proper differentiation of measuresbett the national and international levels —
which are to be systemic and internally consistemtthat in all the areas they create
conditions for better functioning and developmehthe financial system as a whole. Tdhe
Larosiére Report (2009) also clearly demonstrates the purpose gamze regulation and
supervision in the future in a way which enables grdy to maintain financial stability, but
also, at the same time, to further deepen the Earofinancial markets integration.

According toKlaus, the crisis was not caused by little regulatiomrkets, but, on
the contrary, it was caused by “excessive staterventions, an irresponsible increase in

* The final design of the new institutional struetaf EU financial supervision, approved by the Br@ouncil
on 9 June 2009, is to great extent the resultefXa Larosiére Report proposals implementation.

® In its meeting on 12/9/2010; the rules were subestly approved by the G20 member states at themmnit
in Seoul in November of the same year.
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government expenditure, and a wrong regulationirgfricial markets®. Kalecki and Steind|
are even more skeptical, they see the economiahitisg as much more interconnected with
financial capitalism and, therefore, they do natllyebelieve in the abilities of regulation to
stabilize the economy (In: Toporowski, p. 15Kyugman (2009), too, argues that the more
forbidden things there are, the more room they igdevor corruption and clientelism.
Moreover, Palan reminds us of the fact that at present about 8@%llathe international
financial transactions take place on the offshamarfcial markets, mainly out of reach of
financial regulators. (In: Nesvetailova 2007, p) 52

In connection with the failure of financial marlkstpervision and in the interest of an
increase in its efficiencywVorkie Tiruneh(2009) emphasizes the need to transform relevant
authorities and draws attention to the extensivablpm of moral hazard, whether it is in
connection with direct financial interventions aftional governments, support of banks with
deposit guarantees, or with payments of the sedafjolden parachutesHe places the
argument “too big to fail* in contrast with “toottle to survive®. In this context he also
reminds us of the fact that one of the dimensiohsnoral hazard connected with fiscal
stimuli is the significantly negative impact of teemuli on the formation of future perception
of risk.

Basel rules revisited — third generation package

Basel Il contains macro-prudential as well as wmHprudential elements and deals
with the problem of ratings, tightening of remuriena, implementation of bank levies, and
systemically important financial institutions. Theeriod 2011 — 2012 was a period of
preparation and monitoring; in 2013 the Baserulks will be implemented in practice; and
its full implementation is to be terminated by hdary 2019. This interim period is to enable
banks to adapt to new requirements while simultasigosupporting the recovery of the
economy. (BIS, 2009 and 2010)

The difference between Basel Il and its predeaebss mainly in the creation of a
more complex system of regulation by focusing mdy @n capital adequacy, but on liquidity
indicators and leverage ratio as well. The mostiB@ant changes in the new regulatory rules
can be summarized as follows (see Table 1):

- Anincrease in the minimum level of common equipitaf as of 1 January 2013 from
the current 2 % to 3.5 % and its continuous in@das0.5 % annually until it reaches
the 4.5 % level by 1 January 2015;

- Anincrease in Tier 1 capital from the current 484.5 % by 1 January 2013, to 5.5%
by 1 January 2014, up to 6 % by 1 January 2015;

- Anintroduction of the so-called loss-absorbingffers” (see further in the text);

- An introduction of two new liquidity standardsiquidity coverage ratiqLCR) aimed
at short-term liquidity (up to 30 days) amkt stable funding ratigNSFR) i.e. the
ability of a bank to repay its commitments to dgeaver a time horizon of one year;

- An introduction of a new non-risk based indicateverage ratio(LR), which sets the
ratio of bank capital to bank assets regardlesisenf risk weights.

® Article published in HNonline on 22/10/2008: “Sarly chce poth Klausa pochovakapitalizmus®.

" In connection with a speedy recovery of the finiansector from the crisis, when the majority o thupport
provided is returned within a year (especially ase of the TARP project). Moreov&tarek (2010) argues that
during the years 2008 and 2009 the state of thenfilal sector was not by far as critical that tladiamal
governments really had to intervene so intensiaaly to such extent rescue their financial sectors.

® The highest form of the loss absorbing capitalS(2010).
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On January 6, 2013 global banking regulators cowgtt a compromise deal to ease
bank liquidity rule and give banks more time tolwip cash buffers against market shocks.
New LCR will be introduced as planned in January®®ut the minimum requirement will
now begin at 60% and it will rise in equal annu@ps of 10 percentage points to reach
100% in January 2019.

Table 1: Overview of tightened capital requirementsunder Basel 11|
2011] 2012] 2013 201k 2015 2016 2017 2018 2p19

Minimum level of common equity

capital (CET1) 2% | 2% | 3.5%| 4% 4% 4.5% 4.5% 45%| 4.5%
Capital conservation buffer 0.625% 1.25% | 1.875%| 2.5%
Minimum level of Tierl capital 1% | 4% | 4.5% | 5.5% 6% 6% 6% 6% 6%
Minimum level of total capital 8% | 8% 8% 8% 8% 8% 8% 8% 8%

Total capital adequacy(minimum
level of total capital plus capital 8% | 8% 8% 8% 8% | 8.625%| 9.125%| 9.875%| 10.%%
buffer)
Source: own elaboration , Vaskova V. and Vaskova, .N2012 (based on BIS 2010 data)

Capital is defined as a total of its two componginés Tier 1 (going-concern capital)
and Tier 2 (gone-concern capital). The emphagmsii©n the quality of capital which is to be
able to absorb losses in case of risk without egelang the operation of a banking
institution, and to ensure resources to cover r@ld make payments, and adequate funding.
The capital conservation buffeis designed to ensure a build-up of capital buffausside
periods of financial and economic stress. It wilaunt to 0.625 % in 2016 and subsequently
it will increase annually by the same percentagd iinmeaches the 2.5 % level by 1 January
2019. Thecountercyclical buffeof 0 — 2.5 % of common equity capital, or any otluss-
absorbing capital, will be implemented accordingnéional circumstances and its purpose is
to meet a wider macro-prudential target, i.e. totgmt the banking sector from excess
aggregate credit growthThe total capital requirement, which remains @amgfed at the 8 %
level, will — together with the capital conservatiouffer — reach 10.5 % by 1 January 2019.

In case of the_everage ratioLR), a transitive period will be used to verifg design
and calibration. Depending on the results, amentsnzan be made in the first half of 2017.
The newliquidity indicatorswill also be monitored in order to verify theight design and
calibration settings so as to avoid unexpected emuesnces for the banking or the whole
system. The monitoring started in 2011 for LCR am®012 for NSFR. The date for the
implementation of liquidity standards taking intcaunt potential revisions in the monitoring
period is set as follows: by 2015 for LCR and by &f@or NSFR.

Regulation of global systemically important financal institutions

There were ongoing attempts to create a uniformniieh of a systematically
important financial institution as the question eened from which perspective to judge the
size of a financial institution and the disruptitspotential exit from the market could cause.
The problem was that an event which seemed to blaafl relevance could turn into
a systemic crisis; therefore, the issue of glohbaivaly of a financial institution was not
a sufficient indicator of potential systemic risknother issue was that of non-financial

°|.e. only in case of such a systemic risk andrreteto as “capital buffer range*.
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institutiong® that might pose a threat to the financial syst&hikty. From this point of view,
it was important to measure systemic importancaldhe subjects influencing the stability of
the market.

Basel Committee on Banking Supervision (BCBS) pega alist of criteria to
identify systemic importance of a financial institun at the end of July 2011 which are
divided into five categories: size, interconnects global activity, substitutability, and
complexity. The proposed measurement is aimedanfdial institutions which are subject to
banking regulation under the so-called Basel chpites.

Table 2: Global systemically important banks (G-SIB) of November 2011

Continent: Country of domicile: Name of Banking Inditution:
North America USA Bank of America; Bank of New YoMellon;
Citigroup; Goldman Sachs; JP Morgan Chase;
Wells Fargo; Morgan Stanley; State Street
Europe UK Barclays; HSBC; Lloyds Banking Group;
Royal Bank of Scotland
Germany Commerzbank; Deutsche Bank
Switzerland UBS; Credit Suisse
Italy Unicredit Group
Belgium Dexia
France Banque Populaire  CdE; BNP Paribas;
Group Crédit Agricole;
Société Générale
Netherlands ING Bank
Spain Santander
Sweden Nordea
Asia China Bank of China
Japan Mitsubishi UFJ FG; Mizuho FG;
Sumitomo Mitsui FG

Source: own elaboration, Vaskova V. and Vaskova, N2012 (based on FSB 2011 data)

The Financial Stability Boatd (FSB) was asked by the G20 leaders last year to
develop aframework addressing the risks conneutitd SIFls. The policy framework,
together with the timelines and implementation peses, was endorsed by G20 leaders in
Seoul in the year 2010 and it is being implemerdedof 2012, with a deadline for full
implementation by 2019. In 2012, stronger standaidsed at reducing contagion risks in
case of failure were finalized for core financianket infrastructures.

As for global systemically important banking itstions, FSB and BCBS identified
agroup of 29 banks (see Table 2) which will neednteet the resolution planning
requirement€and the additional loss absorption requirenténtshese banks will have to
meet the supervisory expectations for data aggmyaapabilities by January 2016. The list
will be updated annually and will be published b$B-in November every year. The
methodology will be reviewed every 3 years. (F3@11) The latest list of November 2012
numbers 28 global systemically important banks (BsB* — 3 of last year identified 29

19 Such as government sponsored entities or pubticagiiors. (Deutsche Bank 2011).

1 FSB is the body charged withcoordinating the Germs of the financial system.

12 By the end of 2012.

3 They will initially apply to banks which will bedentified as globally systemically important in Nowber
2014 (with the use of the BCBS methodology), thesgiirements will be phased in as of January 201bfull
implementation is expected by January 2019. (FSB1R

1 “The list of global systemically important banksasvdrawn up as part of plans by the G20 to forcdkdbehat
could damage the global economy if they were tiatdalboost their core reserves by 1% to 2.5% almwvemum
international levels set under the international sda Il capital and liquidity rules.”
(www.globalriskregulator.com).
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banks have been removed (Dexia, Commerzbank amyt&)}® and 2 added (BBVA and
Standard Chaptered).

Regarding other (non-bank) financial institutiorR§B and BCBS work on extending
the G-SIB framework to all systemically importanhancial institutions. By 2013 the
International Association of Insurance Supervis@t8lS) is expected to complete
methodology for identifying SIFIls in the field ohsurance and to develop a common
framework for the supervision of those insuranceugs that are active internationally so as
to reach convergence of approaches in the fiet@gilation and supervision of the insurance
market.

The impact of Basel Il on the banking sector

It is difficult to quantify the impact of the refmed Basel capital rules on the banking
sector for several reasons. Most of all, the imgletation of the rules represents a set of
changes, the mutual interaction between which issgonable at present, as the starting
points of the individual countries for regulationdathe extent to which they have been
affected by the global financial, economic, and nine@ EU sovereign debt crisis create
different “start-up” conditions for the Basel capitules implementation.

From a short-term perspective, the impact of theeBHI capital rules implementation
is mostly connected with the quantification of ¢apvolumes and sources of liquidity which
banking institutions will need in order to meet g&t higher limits of capital adequacy and
new liquidity indicators (see Figure 2). In ordermeet the deadline for full implementation
of the rules in 2019, the European bdhksill need EUR 1,050 bn to meet the capital
adequacy requirement and EUR 3,600 bn to meet libet-term and long-term liquidity
requirements. Activities aimed at ensuring the labdity of these funds can lead to an
increase in the cost of capital, i.e. also in thetof funding for the private sector. It is
expected that the need to increase capital andetise required liquidity will result in the
decrease in bank profitability (McKinsey, 2010). These expected negative affaits
implementation on banks profitability developmer@ncbe mitigated by banks targeted
activities, such as, for instance, more efficienpliementation of the Basel Il capital rules,
balance sheet restructuring, or revision of traditngtegies and trading portfolio changes.

!> Dexia is undergoing an orderly resolution procegisije global ysstemic importance of Commerzbani an
Lloyds has declined.

16 An analysis of the 2nd quarter 2010 balance sttt of the top 45 European banks (extrapolateal afahe
data from December 2009 in case data for the 2mdtejuof 2010 were not yet completed at the timehef
study). The data from this analysis were scaleatder to quantify the impact on EU-27 and Switzadla

" The McKinsey study (2010) expects a decrease ifE ROthe European banks (before tax) of about 4
percentage points (pp) on average, where the gudlitapital would represent 0.8 pp, increased-wiskghted
assets (RWA) 1.3 pp, increase in capital to theiired level 1.3 pp, leverage ratio 0.1 pp, the niednsure
liquidity (holding more liquid assets) 0.2 pp ahe tost of holding long-term funds 0.6 pp.
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Figure 2: Outstanding amounts of capital and liquidty; year: 2019; in bn EUR; static
perspective

Capital STL LTL

| B Europe B USA |

Source: own elaboration, Vaskova V. and Vaskova, N2012 (based on McKinsey 2010 data).

The Euro Area bank assets represent approximab€y@of its GDP, whereas in the
USA it is only about 83 %; and the share of bamkignancial intermediation in the Euro Area
represents about 74 %, while in the USA only alfsLi®6. The implementation of the Basel
[l capital rules is expected to bring along thiédeing impacts on the Euro Area (IIF, 2010):
— A need of new capital amounting to EUR 230 bn by year 2015 and to more
than EUR 600 bn in total by the year 2020;
— A slowdown of economic growth by 4.4 % (cumulati&P growth in the
coming 10 years);
— A negative impact on the creation of jobs (5 miiho

Basel 1l implementation

To restore confidence in the regulatory framewarkifanks and to help ensure a safe
and stable global banking system, the full, timahgl consistent implementation of Basel Il
is considered to be essential. At Los Cabos Sunmitine 2012 the G20 leaders welcomed
“progress in implementing Basel Il, 2,5 and Il amgjed jurisdictions to fully implement the
standards according to the agreed timelifesBasel 1l (of June 2004, the deadline for
implementation was the end of 2006) and Basel &f5J@ly 2009, with the deadline for
implementation set for end 2011) form integral part Basel Il (of December 2010). Basel
Il was implemented in full by % of member jurisdicts, five countries — Argentina, China,
Indonesia, Russia and the United States are rstihe process of implementing it; Basel 2,5
has been implemented by 20 of 27 member jurisdistiand final regulations issued by
China, Saudi Arabia and United States should caoteeaffect on 1 January 2013.

BIS report of October 2012 on Basel Ill implemeiatatindicates that more effort will
be needed to meet the transition period deadlirfeJainuary 2013: at the time of report, only
8'° of the 27 Basel Committee member jurisdictions tsstied their final set of Basel Il
related regulations, 17 had published draft regaiatand 2 members had not yet published
them. Considering there are only two months It theans a high probability that just 6 of
the above mentioned 29 global systematically ingrdrtbanks identified by the FSB in
November 2011 will be subject to Basel 11l regudas from the globally agreed start date. At
mid-December meeting of Basel Committee it was icomd that 8 of its member
jurisdictions will miss the Basel Il starting dea@ of January 2013 because of
implementation delays, including the United Stated European Union.

'8 0s Cabos G20 Leaders Declaration is availabveat.g20.0rg.
19 Australia, China, Hong Kong SAR, India, Japan,d#uabia, Singapore and Switzerland.
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The process of monitoring members” implementatibBasel 111 consists of the 3
levels of review: Level 1 — ensuring the timely ption of Basel lll, Level 2 — ensuring
regulatory consistency with Basel Ill, and Level-3ensuring consistency of outcomes
(initially focusing on risk weighted assets). Whilevels 1 and 2 focus on national rules and
regulations, Level 3 extends their scope to superyiimplementation at the bank level.

Conclusion

The objective of the new framework of financial ketrregulation and supervision is
mainly to improve the ability of the banking sectorabsorb shocks arising from financial
and economic stress regardless of their origingecedhe risk of spillovers from the financial
sector into the real economy; improve risk managegnand to strengthen bank transparency
(BIS, 2009). Basel Il represents a move in thecggtion of the need for capital in the
banking sector and of the macro-prudential aspecapital requirements.

Evaluation of the impact of these new standardsleasianding as they represent many
changes, an individual quantification of which igspible, but prediction of mutual
interactions is much more complicated. Also, thaleation of the Basel IIl capital rules
implementation impact on the economic growth is endemanding for there are several
factors which can mitigate or worsen these impastsh as the speed of capital markets
response to the increase in banks common equityatajme impact of the global financial
crisis on individual banks, the existence of alaine sources of funding in individual
national markets, supportive measures to mitigae itnpact of regulation on national
economies, etc.

Supranational banks are expected to maintain apgapproach in their management
regarding the new regulation, i.e. should the maiosupervision be costly there is a
probability of pressure to transform the existingpsidiaries into branches. As the Governor
of Bank of EnglandKing has wittily observed, "financial institutions arélgal in life and
national in death” (King In: Davies, 2010.). Govexent financial support to banks in trouble
falls back on national governments, despite thé tlaat the problems emerged outside the
national market. In trying to improve the modeliternational regulation and supervision it
is, therefore, important that it reflects the speities of a country or aregion. Another
important question that remains is to what extbetregulation and supervision will be able
to eliminate potential negative effects resultimgnf the increasing interconnectedness of
global financial markets. It is necessary to payeraitention to symmetrical implementation
of agreed conclusions which will enable to avoidpems with competitiveness in the future.
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Abstract

The aim of this paper is to discuss regional laboarket performance of the Czech
economy. The first part of the paper offers badwaracteristic of the Czech regional
economic performance. Using selected macroeconmicator like number of unemployed
labour force, the paper examines trends in regidisglarities at the NUTS 3 level during the
period 2006-2012. Another goal of this paper igesi if regional total and regional long-term
unemployment are co-integrated, in other wordshié fong-term relationship between
regional total and regional long-term unemploymexists. Quarterly data from the Czech
Statistical Office were used for the analysis. Thbansen test was applied on 2006-2012 data
to examine co-integration.
Key Words: Co-integration, Czech Republic, Error Correctionddl) NUTS 3, Regional
disparities, Unemployment.

Introduction

Long-term unemployment represents a serious pmolilemost EU Member States.
However, particular countries or groups of coustddfer in principle, namely the difference
concerns duration of unemployment or a share ofg-tenm unemployment in total
unemployment.

OECD uses five basic categories — a) unemployrsépotter than one month; b)
unemployment longer than one month but shorter thase months; ¢) unemployment longer
than three months but shorter than six monthsné)nployment longer than six months but
shorter than 12 months and the last category iesepted by e) unemployment longer than
12 months (so-called long-term unemployment). kdling situation in the labor market in
these countries division of unemployment based®duration into two groups is sufficient,
when we merge all the shorter forms of unemploynganb+c+d) into unemployment, which
duration does not exceed 12 months and we marknierglly as short term unemployment.
The other category is long-term unemployment, timsmployment longer than 12 months.
In general, it is valid that the longer is duratmfrunemployment the more serious problem it
represents, namely from the viewpoint of unemplogsdwell as from the viewpoint of
potential employers and after all even from a viesvpof a government.

The aim of this paper is to estimate, based omauetric approach, relationship
between regional total and long-term unemploymernhe Czech Republic NUTS 3 regions,
especially in the context of long-term time perié@r this purpose the paper is divided into
several parts. The first part is devoted to desonpof issues associated with regional

! The research behind this paper was supportedebgrtiject Inovace studijnich programa Slezské univerzit
v Opa¥, Obchodg podnikatelské fakultv Karviné,cislo projektu CZ.1.07/2.2.00/28.0017.
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unemployment. Second part deals with the econometdgthodology and analytical tools.
The third part contains empirical results of caegration analysis and the final section
summarizes all the key findings. The last part taotes.

Long-term unemployment and its consequences on ag@omy

Long-term unemployment, analogous to total unegmknt, fluctuates consistent
with a phases of the business cycle in the mosttaes. In addition Abraham and Shimer
(2001) mention that at the most of proceeded ecanaytles it was proved rather strong
correlation between the unemployment level andagesduration of unemployment. Besides,
there is an interesting fact that the persisterfcenemployment did not decrease after the
economic recession in such intensity as in the oadsedecrease of the unemployment rate.
OECD study (1993) even declares that long-term ymh@yment tends to grow for a year or
two since the beginning of decreasing of unemploynand afterwards it starts to decline
slowly. The fundamental question than is, whichdes cause a delayed reaction of long-term
unemployment (in the sense of its decreasing) afibsiding of a shock. The study explains
this phenomenon through the dynamics of the lalmoarket, which is a function of speed
recovery of the market, a degree of structural ghantaking place in the economy. In
addition it could be the setting of various goveeminprogrammes assisting unemployed
people and finally it is also the amount of prewa@ort-term unemployed finding a new job.
These measures are very important because if jplicapts stay unemployed too long, they
could have either stop to look for a job or they dase their qualification and skills (see
Beleva, 1997 or Tvrdg 2008). Moreover, employers may consider such idates as risky
and may be reluctant to hire them. It can causenavillingness of the long-term unemployed
persons to actively search for a job. As long-teimemployed people stop to look for a job
actively, they become irrelevant for forming wagésmpanies do not take them into account
and they do not include them into the labor supple. also have to add the fact that even the
employed labor force does not consider them asmapettion - they become so-called
outsiders. This is supported by Machnin & Manni©§98) by the statement, that long-term
unemployment has “devastating” impacts on unemplogeawo levels — partly in the level of
their potential opportunities in the labor markat gartly it generates serious physical and
mental difficulties. Beleva (1997) argues that dgrthe struggle for survival they often seek
to participate in the shadow economy (see Alexgndalbre & Ghinararu, 2010), in extreme
cases in a criminal activity.

Data and econometric methodology

Quarterly data of total unemployed persons andj-tenm unemployed persons (in
thousands of persons) for the Czech Republic NUT&gdsons were employed froni"4
quarter 2006 to " guarter 2012. All of the data were collect frone tBzech Statistical
Office, Division of Labour and Social StatisticseWonverted all series into logs.

Co-integration is an econometric technique fotirigsthe relationship between non-
stationary time series variables. This technigusten used because of many macroeconomic
time series are not stationary in their level$wib or more series each have a unit root, that is
I(1), but a linear combination of them is statigna(0), then the series are said to be co-
integrated. Thus co-integration analysis is an resiten of the simple correlation based
analysis.

We used augmented Dickey-Fuller test (ADF tesfjnid out whether time series have
unit root test, i.e. are non-stationary, which resties the following regression (Gujarati,
2004):
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DY, = B+ Bt + Ny + D DY +&, 1)
i=1

where(; is a white noise error term and wher®; = Y;— Y.1, etc. The null hypothesis tests
whether’] = 0.
Co-integration is based on the determinatiom ob-integration relations in the VAR model.
Co-integration is confirmed 1>0. For testing purposes, we applied Johansen cgratien
method (Johansen, 1988 or Johansen, 1991). Fiedt wE need to determine the lag order of
vector autoregression through Schwarz informatioitercon (SC), which is defined as
(Gujarati & Porter, 2009):

SC= nk/n&:nk/niss (2)
n n
whereRSSdenotes the residual sum of squakésijs the penalty factor.

The next step in Johansen’s approach is to estithataumber of co-integrating vectors by
means of two tests: (i) the trace test:

Avace(F) = —nzm“ln(l—/]mi) (3)

i=r+1

and (ii) the maximum eigenvalue test (Cipra, 2008):

A (1) = —nln(l—/lumj (4)

wheren is the sample size an?liis the i™ canonical correlation. The trace test tests tHe nu
hypothesis (K hereinafter) of at mogt co-integrating vectors against the alternative enor
thanr. The maximum eigenvalue testg &f r co-integrating vectors against the alternative of
r+1. Tests reject Hif [yacdr) Or [mayr) are larger than their critical values or significa
level.

The errof should be obtained from the co-integration equat) and test for stationarity, i.e.
errors need to be 1(0) to confirm the long-run tielaship (Koop, 2005 or Cipra 2008):

& :Yt —a—ﬁxt )
whereY means dependent variab}gexplanatory variables denotes errors (ECT),, [1 are
long-run coefficientst time.

However, in some cases, we are interested in utatheling short-run behaviour instead of the
long-run only.
The so-called Granger Representation Theorem sigoptiacisely that co-integrated series
can be represented by error correction models wiggally stated and proved by Granger
(Engle & Granger, 1987). According to this theoréra relationship between variables can be
expressed as an error correction model (BC&dtimated by maximum likelihood, (Johansen,
1988):

AYt = ¢ + Ae[—l + a‘OAYt—l + a‘lAYt—l + Et (6)

where current changes Yhare a function of previous changesYimndX - parameterwand

the degree to which the series are outside of gwgiilibrium in the previous time period —
parameterjand_las intercept. The symbeldenotes the error from equation (5) and it can be
thought of an equilibrium error, represents ECM disturbance. Hence, the model tiobu
equilibrium, if it is non-zero.

Empirical results

2 Sometimes also called error correction term (ECT).
% Often also used — vector error correction mod@&QWi).
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Praha and #daesky region have the smallest average unemployna¢et on the
contrary Ustecky and Moravskoslezsky region haeegieatest average unemployment rate.
The ADF test of all time series implies that theg ategrated of order one, 1(1) at 5 %
significance level. The optimal time delay througthwarz information criterion equals to 1
(i.e. one quarter) for Praha and Moravskoslezskyoreand 2 lags (i.e. two quarters) for
Stredasesky and Ustecky region. Trace test and maximunene@ue test indicate one
cointegrating equation for all regions at 5 % digance level. Results of cointegration rank
based on Trace test can be seen in table 1.

Table 1 Unrestricted cointegration rank test (Tracetest)

Region H Trace statistics 5 % critical value
Praha r=0 16.57784 15.49471
r=1 2.10488 3.84147
Stredasesky r=0 22.59623 15.49471
r=1 3.19268 3.84147
Moravskoslezsky r=0 28.29577 15.49471
r=1 3.14536 3.84147
Ustecky r=0 19.64829 15.49471
r=1 3.70540 3.84147

Source: own calculations

Based on maximum likelihood estimation of cointggm vectors we yield equation
(7) for Praha region, (8) for dasesky region, (9) for Moravskoslezsky region and) ({b®
Ustecky region:

Praha regionLN, =104+ 022N, +¢ (7)
Stredatesky region:LN, =—133+ 106N, + €, (8)
Moravskoslezsky regiontN, = 443— 029N, +¢ 9)
Ustecky region:LN, =—055+ 098N, + € (20)

whereLN denotes number of long-term unemployed personsNandmber of unemployed
persons. Errorse] were tested for unit root, and ADF test indicagsors 1(0) at 5 %
significance level, hence time series are cointegrand long-run relationship is confirmed.
Positive long-run relationship was found out betweeimber of unemployed persons and
number of long-term unemployed persons in Prah@d&iesky and Ustecky region. Thus,
increasing in number of unemployed persons aboetpan cent will cause increasing about
0.22 % in number of long-term unemployed persomsPi@ha region. On the contrary, in
Moravskslezsky region, there raising unemployedsqes about 1 % will reduce long-term
unemployed persons about 0.29 %.

Error correction model (ECM) for selected regiogisgen by equations (11-14):
Praha region:

i (11)

ALN, =-002- 09e_, + 038ALN, , — 00IAN,

Stredaiesky region:
= 12
ALN: = 002- 083¢,_; — 018ALN,_, + 017ALN,_, — 065AN,_, - 087AN,_, (12)
Moravskoslezsky region:

: (13)

ALN =-001- 049%,_, — 004ALN,_, - 017AN,_,

Ustecky region:
: (14)
ALN: =-068¢,_, + O57ALN,_, + 019ALN,_, — 089AN,_, — 05AN,_,
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Positivee.; implies thatLN;; is above its equilibrium level thereforeLN; will be
negative — holds for Btdaesky, Moravskoslezsky and Ustecky region and vieesas
negativee.; implies thatLN;, is below its equilibrium level thereforeLN; will be positive —
Praha region. About 0.9 % of deviation from equilin is corrected next period by changes
in LN of Praha region.

Conclusion

Long-term unemployment represents a serious pmoliemost EU Member States.
Quarterly regional number of employed and numbdoig-term employed during the period
2006-2012 was used to examine long-run relationsbipveen them. The Johansen test was
applied to estimate co-integration. The positivegkberm relationship was proved for Praha,
Stredatesky and Ustecky region, on contrary, the negatomg-term relationship was
confirmed for Moravskoslezsky region. Positive esrérom error correction model suggest
that number of long-term unemployed is above itglggium level — holds for Sedasesky,
Moravskoslezsky and Ustecky region and vice vess®faha region.
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