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INTEGRATIVE MODEL FOR EVALUATION OF
DEVELOPMENT POTENTIALS OF REGIONS
AND ITS APPLICATION ON AN EXAMPLE OF

THE CZECH REPUBLIC

Milan Viturka

Introduction

The regional development became a frequent
topic in the Czech Republic mainly after the
country entered the EU. Logically, this has led
to a growing demand for new theoretical and
methodological approaches of regional research,
also as a reaction to the unilateral approaches
existing at the time defining regional policy in
terms of a mix of practical tasks in Central and
Eastern European countries [1]. This development
represents a new challenge for regional sciences,
which include especially regional economy,
economic geography and spatial planning [15].
It is necessary to note that as far as direct links
of the theory of regional development to
general economic theory are concerned, this is
a rather complicated matter. The main reason
is the fact that the mainstream economic theory
ignores the spatial aspect (to say nothing of the
degree of information capacity of economic
theories which use a gnoseological framework
of closed physical systems although they relate
to open social systems). The solution of this
problem can be considered as a significant
methodological contribution of the theory of
regional development.

The above mentioned developments led to
the creation of the presented model aiming for
business oriented interpretation of the principles
of developmental and hierarchical differentiation
of social systems [11]. Their effect is in
agreement with the general theory of systems
connected with numerous feedbacks which
provide self-control of social systems in real
conditions of imperfect competition. The
developmental differentiation of social systems

determines the socioeconomic organisation of
the society, and its main demonstration is
natural selection based on competition, which
in combination with purposeful cooperation of
economic entities ensures optimum use of
limited sources. This differentiation is closely
related to hierarchical differentiation of social
systems resulting in socio-geographical orga-
nisation of the society. However, this relation-
ship is modified by strong inertia of hierarchical
structures therefore the effect of both principles
is not always straightforward. In this context the
following principles have been applied when
creating the model:
= evaluate development potentials of regions
in an integrative way — from factual
(integration of economic, social and
environmental factors) as well as spatial
(integration of territorial structures)
perspectives;
= preference for the bottom-up approach
following the line microregion — mesoregion
— macroregion with an emphasis on the
specification of the main integration
processes;
= evaluate the information capacity of the
model by means of testing relevant
hypotheses with positive impacts on usage
in a regional policy and the business sector.

1. The Theoretical Background

Location theories are the most inspiring out of
supply-oriented neoclassical theories of economic
growth as regards the links of the presented
model to theories of regional development.
Their basic premise is that a limited spatial
mobility of production sources determines the
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creation of territory-specific economic structures
(including the creation of external savings), and
the aim of these theories is to find the main
factors determining the location of economic
activities. According to Massey [20] one can
distinguish four basic directions: location decision
process of companies, mutual interdepen-
dencies of location decisions, behavioural
concept of location and a synthesis of economy
spatial distribution, which was dealt with from
the perspective of the central-place theory [14].
Further inspiration was obtained from
endogenous growth theories responding to the
fact that original neoclassical theories cannot
explain a long-term production growth. Endogenous
theories emphasise the internalisation of the
significant factors of economic growth, which
were within the widely known Solow’s
neoclassical growth model considered as the
exogenous factor “technology” — it is a non-
measurable residual factor to which the
differences between the real GDP growth and
the corresponding contribution of basic production
factors are allotted [28]. Correspondingly, they
are characterised by a spill-over of economic
effects connected with the creation of positive
externalities (capital returns then have, ceteris
paribus, growing character). Most often, two
examples of endogenous models are mentioned:
models oriented towards an accumulation of
human capital [18] and models oriented
towards an accumulation of knowledge capital
[27]. In this context, we also have to mention
the new trade theory [17] and the micro-
economic theory of competitiveness with the
well-known diamond model [26]. The other
main group of regional theories contains
demand-oriented theories emphasizing the
determining effect of demand on economic
growth, which is in contrast to neoclassical theories
generally considered uneven. Out of these
“core-periphery theories” the most inspirational
are especially the growth pole theory [24], the
theory of cumulative causation [22] and the
theory of uneven development [13]. The first
theory points out the key role of development
poles for economic growth. The other two theories
significantly contributed to the clarification of
the cumulative mechanism of origination of
disparities in the regional development,
including the diffusion of positive and negative
effects. According to Myrdal, this process has
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three basic stages: selection of successful
regions, polarization, and integration. Other
significant groups of inspirational theories are
institution-oriented theories, mainly the theory of
learning regions [19] and time-geography [10].

Generally speaking, the main inspiration of
the above-mentioned theories for the presented
model are modelling of the significance of
agglomeration economies, spatial diffusion of
socioeconomic phenomena (including links to
the concept of cluster, elaborated by Porter) and
knowledge capital in the regional development.
Also the concept of regional competitiveness
needs to be mentioned as well as the
professional discourse on the developmental
role of institutional factors emphasizing the
concept of regions as networks of contacts and
relationships. The term of regional competiti-
veness, which is currently being intensively
discussed, can be understood as “the ability of
regions to generate, while being exposed to
external competition, relatively high income
and employment levels” [8]. Its maintenance is
considered a major condition for the meeting of
rising material and nonmaterial needs of
current and future generations while adhering
on to the ecological definition of sustainable
development as the development which meets
the present needs without compromising the
fulfilment of future needs [2]. In this context we
can state that the used approach respects new
tendencies in the development of economic
thinking emphasizing a holistic understanding
of the economic development as an integral
part of the complex process of social evolution.

Considering the large amount of regional
theories, it is not surprising that their application
within regional policy has become eclectic. As
regards the still topical question whether the
regional development is dominated by the
processes of convergence or divergence, we
are of the opinion that a permanent dominance
of one of these processes would contradict the
general theory of systems as it would lead to
a gradual degradation of systems. In the real
world, both processes overlap — processing
industries located in non-metropolitan regions
are considered bearers of the convergence,
higher market services concentrated in
metropolitan regions are considered bearers of
the divergence [7].
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2. Model Description and the

Results of Its Application to

the Czech Republic
Based on the theory and accepted principles,
the main components of the model are business
environment quality (BEQ), innovation potential
of companies (IPC) and use of human resources
(UHR). The essence of the model can be
described as follows. An improvement of BEQ
stimulates the development of business activities
with positive impacts on IPC and UHR. Thus,
the synergic effects that are generated enhance
territorial integration and increase development
potential and regional competitiveness, which
creates the basic prerequisites for sustainable
regional development. The developmental
tendencies of regions then depend on whether
the region gains or loses competitive advantages
compared with other regions (these tendencies
can also be influenced by random factors, i.e.
the model is non-deterministic). The competitive-
ness of companies plays a crucial role in this;
however, its relationship to the competitiveness
of regions is not completely straightforward
(e.g. reduction of staff in companies reduces
the level of the UHR). We chose the
microregional level as the level to be used for
the primary evaluation of development
potentials. In the Czech Republic this level is
represented by administrative districts MEC —
municipalities with extended competence of the
3rd degree. These are 205 territorial units in
total with an average number of 45 thousand of
inhabitants (this level does not include Prague).
The following mesoregional (hereinafter
regional) level is represented by 14 regions of
NUTS 3 level including Prague, with the current
average number of about 750 thousand of
inhabitants.

The central position of the BEQ is based on
the fact that it represents an aggregate result of
a long-term accumulation of various influences
generated by activities of entrepreneurial and
non-entrepreneurial  entities. The own
methodology of BEQ assessment is based on
territorially bound factors reflecting investment
or development preferences of the companies
operating in the processing industry and higher
market services (information and communi-
cation; financial and insurance activities; real
estate activities, professional, scientific and
technical activities; administrative and support
service activities), which are considered the

“engines” of economic development. Both of
these sectors have similar positions in the
Czech economy (the not included industries
provide material conditions for the society to
operate and their reproduction, distribution and
exchange of products and lower market
services and public services; location of the
remaining industries is determined by specific
nature-conditioned factors — the proportion of
these industries in the total production of
developed economies is substantially lower
than that of the development-bearing industries).
This approach has been chosen for its good
usability for regional comparisons of the
corresponding supply. It is necessary to note
that besides the field classification an individual
location is influenced by many factors which
are hard to quantify (companies assess the
existing offer using a mixture of general factors
and their own criteria).

Primary information necessary for the
selection of BEQ factors and establishment of
their significance levels has been gained from
an extensive international survey [23] together
with the results of other studies [16], [9]. The
mentioned survey was conducted by means of
questionnaires in which big companies listed
their preferences pertaining to the choice of
factors and their significance for location
decisions. Due to some drawbacks of these
surveys and studies, the final selection and
evaluation of factors were performed using the
results of other analyses as well. These were
mainly the results of own application of a factor
analysis focusing on the spatial relations
demonstrated in foreign investments including
property acquisitions and analyses of opinions
held by significant foreign companies operating
in the Czech Republic [25]. Based on this
procedure, 16 factors in total were identified
with empirically provable major significance for
investment decisions of companies and their
final significance levels were calculated as an
average from both selected sectors. These
factors are divided into sixth groups. The group
of business factors contains factors of proximity
to markets (3 primary indicators), concentration
of significant firms (2); supporting services (3)
and presence of foreign firms (2); the group of
labour factors contains the factors of availability
(4), quality (8) and flexibility of labour forces (2);
the group of infrastructure factors contains
factors of road and railway quality (12),
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information and communication technology (6)
and proximity to international airport (3); the group
of local factors contains factors of entrepreneurial
and knowledge base (24) and assistance of
public administration (11); the group of price
factors contains factors of real estate price (5)
and price of labour (3); the group of environmental
factors contains factors of urban and natural
attractiveness (9) and environmental quality
(8). The essential issue is then the search for
suitable indicators enabling us to confront the
companies’ preferences with regions’ supply —
within our research 20 thousand records were
collected and analysed from the perspective of
their information value and statistical distribution.

The system for BEQ evaluation is based on
five generalised classification degrees (from
the excellent — 1st degree to the unfavourable
5th degree). The initial microregional evaluation
is based on weighted sums of individual values
of the factors respecting the results of analyses
of primary indicators and interpreted by means
of the created system of classification.
Regional values of the BEQ were obtained by
aggregating microregional values weighted by
the number of inhabitants. In agreement with
the main strategic objective of economic
development of the Czech Republic, which is
generally considered to be the transfer to
knowledge economy, we used weights B for the
evaluation of the significance of the factors as
these correspond to an intensive type of economic
development driven by innovation (see Tab. 1,
which also shows weights A corresponding to
the existing type of development driven by
investments). When establishing weights B the
preferences of economic entities active in high-
tech and medium-tech industries and preferences
of economic entities active in other industries
considered equal (this ratio corresponds to the
current situation in one of the most technolo-
gically advanced countries i.e. Germany). The
corresponding changes in the regional values
which appeared due to the fact we used weights
B did not exceed 2%, which points to an initial
stage of the development of knowledge economy
in the Czech Republic. Generally, the approach
used thus increases the timeless significance of
BEQ assessment. The used procedure can be
expressed by the following formula:
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T=XF,xF, (1)
i=1

Where:

T = total value of BEQ

F, = values of partial factors

F,, = weights of partial factors.

The results show that all regional centres
have above average levels of BEQ (see Tab. 2).
This threshold can be understood as the basic
criterion for the identification of development
poles with the determining effect on the
development potential of microregions and
regions. From the other criteria we can mention
the performance of higher administrative and
service functions and the above-average level
of IPC. In this line, we defined categories of
development poles of national significance and
development poles of supranational significance
comprising the most significant development
poles with BEQ values 1.5 (rounded) and lower
— in correspondence, Prague was identified as
the main development pole of supranational
significance and Brno as a secondary deve-
lopment pole of supranational significance (in
particular in the field of exhibition industry and
R&D). Eight other microregions, located almost
exclusively in the StfedoCesky region, manifest
values of BEQ slightly above average (see Fig. 1).
This can be explained by the stimulating effect
of Prague resulting in an origination of a highly
integrated Prague metropolitan region of
European significance. The microregion of M.
Boleslav (centre of car industry, whose cooperation
links affect not only the StfedoCesky region, but
also the neighbouring regions) has classified as
the only centre without higher administrative
functions among development poles of national
significance. The other microregion centres
with BEQ values below average (together with
the seven microregions with BEQ above
average which do not achieve the significance
position of development poles) were classified
as centres significant for development. These
centres, which only perform lower administrative
functions, are divided into four levels: centres
with highly favourable (7 centres), favourable
(101), less favourable (82) and unfavourable
(2) BEQ.
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BEQ factors and their importance
Factors ® Factors groups Weight A WeightB Ratio B/A®
Most important factors: 44 48 A
Entrepreneurial and knowledge base Local factors 9 11 A
Availability of labour forces Labour factors 10 10 o
Proximity to markets Business factors 9 9 o
Concentration of significant companies Business factors 9 9 o
Quality of labour forces Labour factors 7 9 A
Medium important factors: 37 35 v
Real estate price Price factors 7 7 o
Road and railway quality Infrastructure factors 8 6 v
Price of labour Price factors 6 6 o
Information and communication technology Infrastructure factors 6 6 o
Supporting services Business factors 6 5 A\
Urban and natural attractiveness Environmental factors 4 5 A
Less important factors: 19 17 v
Presence of foreign companies Business factors 5 4 v
Environmental quality Environmental factors 3 4 A
Assistance of public administration Local factors 4 3 A\
Proximity of international airport Infrastructure factors 4 3 A\
Flexibility of labour forces Labour factors 3 3 o

s|E

Basic content specification of factors (the auxiliary criteria are not included):
Proximity to markets — availability of foreign and Czech regions weighted by size of GDP/PPS, expressed by gravity
model within limits of effective distance in truck transport determined by labour regulations and quality of roads.
Concentration of significant companies — location of large companies.
Supporting services — proportion of economic entities classified as L, M and N by NACE.
Presence of foreign companies — proportion of companies in foreign ownership.
Availability of labour forces — aggregated data about the number of economically active inhabitants.
Quality of labour forces — aggregated data about the degree of education of workers in industry (manual and non-
manual components) and higher market services (non-manual component).
Flexibility of labour forces — expressed based on the highest level of flexibility (degree of entrepreneurship).
Road and railway quality — weighted assessment of the level of connection of regions to motorways and roads of
1st class and significant railways.
Information and communication technology — perception of computer literacy of inhabitants based on data about
the rate of PC availability and the dynamics of its development.
Proximity of international airport — location of airports and their accessibility within the limits of distance.
Entrepreneurial and knowledge base — the number of industrial zones, science parks, business incubators,
universities and research institutions within a region (including assessment of quality).
Assistance of public administration — assessment of quality of territorial administration from the perspective of the
support for development of business activities.
Real estate price — aggregated data about average prices of lands in industrial zones and average prices of net
annual rent for offices.
Price of labour — aggregated data about average gross wages in industry and market services.
Urban and natural attractiveness — aggregated expression of attractiveness within the context of
a region’s significance for tourism.
Environmental quality — aggregated expression based on data about air quality mainly.
Ratio B/A — A higher weight of B, o balanced weights, ¥ lower weight of B.

Source: Authors’ research.
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Population in GDP per capita

Region Centre Total BEQ Centre BEQ thous? In thous. Eurc®
Praha Praha 1.16 1.16 1,212 26.5
Stredocesky Praha® 2.65 2.03° 1,202 11.6
JihoGesky C. Budgjovice 2.86 1.98 633 10.6
Plzerisky Plzen 2.77 1.68 561 11.3
Karlovarsky K. Vary 2.99 2.31 307 8.8
Ustecky Usti n. L. 3.05 2.35 831 9.8
Liberecky Liberec 2.79 2.02 434 9.5
Krélovéhradecky H. Krélové 2.86 1.88 552 10.5
Pardubicky Pardubice 2.94 1.81 511 10.3
Vysoc€ina Jihlava 3.02 2.16 514 10.4
Jihomoravsky Brno 2.78 1.54 1,141 11.3
Olomoucky Olomouc 3.19 2.37 642 9.1
Zlinsky Zlin 3.29 2.43 591 10.1
Moravskoslezsky Ostrava 3.27 2.33 1,250 10.4
Czech Republic  Prague 2.75 1.16 10,381 12.3

a Values for 2007.
b Prague is seat of the regional office.
¢ The value is related to M. Boleslav.

As regards the regional level, except for the
specific Prague region, the differences among
regions are not very considerable — the BEQ
values range from +11 to -10% from the
weighted average of these regions. Therefore,
we have reached a strategically important
conclusion that the issue of disparities pre-
dominantly concerns the relation between
Prague, or Prague together with the Stfedo-
Cesky region (in the case of this “natural” region,
the combined BEQ value would be around
1.90), and remaining regions. That is why the
differences between development poles seem
to be more important (gateway effect). It should
also be added that the BEQ value changes
assessed using weights A between the
examined periods 2001/2002 and 2006/2008
ranged only within +5% for Prague and -6% for
the Olomoucky region. The spatial distribution
of BEQ values displays the following regu-
larities or basic tendencies:

Source: Authors’ research, Czech Statistical Office.

= macroregional level — deterioration of
regional BEQ values in the direction from
the west to the east (this corresponds to
a similar tendency of GDP per capita, which
is observed in all countries of the Visegrad
Group: Czech Republic, Slovakia, Poland,
Hungary);

= regional level — deterioration of
microregional BEQ values in the direction
to regional boundaries in the sense of core-
periphery theories (selectively modified by
the historical development of urbanization);

= macroregional and regional levels -
creation of a system of development axes
of national and regional significance with
comparatively higher BEQ in relation to the
diffusion of positive effects (including the
stimulation of business clusters creation),
induced by development poles.
The listed regularities reflect general

principles of spatial organization of social
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systems, which have a logical consequence in
the form of disparities in regional development.
Reduction of these disparities is the main aim
of a traditional regional policy. It is necessary to
have a verified methodology for a correct iden-
tification of disparities (in the practice intuitive
or unilaterally oriented methods prevail). The
results obtained allow us to accept the following
conclusion: territorial disparities in regional
development can be divided into the “inherited”

ones, that is disparities determined by the hierar-
chical position of regions — their regulation
would be contrary to the strong inertia of
hierarchical structures and therefore inefficient
— and ‘“created” ones, that is disparities
determined by the character of economic
development of regions — their regulation is
considered a socially justifiable application of
the solidarity principle [29].

m Regional business environment quality (BEQ) according to the MEC regions

Deviations in BEQ
High-positive
Positive

Insignificant

L |

@ Negative o %

Regional business
environment quality

Excellent

Very favourable
I Favourable
B Less favourable
Il uniavourable

Number of inhabitants
(thous.)

O 1000.0 and more
(O 2000-99029
O 100.0-199.9

100 150 km
! '

@ High-negative

Map basis: ArcCR © 1997 ARCDATA PRAHA, $ 7.0
Thematic content. ESF MU BRNO

O 40.0-99.9
O 39.9andless

The common explanation framework of the
following model components i.e. IPC and UHR
is formed by processes of regions’ adaptation
to global and regional tendencies in the
development of economy, whose key factors
are the ability to create innovation and maintain
employment. Both the components are
characterized by strong linear and nonlinear
links to the development of the entrepreneurial
sector in the system context of its structural
adaptation. Due to certain troubles with
availability of regional data, the methodological
approach based on selected indicators of ex-
plored processes was chosen for the interpre-
tation of these components. The regional

Source: Author’s research.

evaluation of IPC component is based on eight
representative indicators (mainly related to the
share of innovation companies and types of
innovation activities, further to expenditures
and employment rate in the field of R&D, and
also the space distribution of the most
significant innovation companies) and UHR
component on five representative indicators
(mainly microregional series of unemployment
and vacancy indicators and economic
sensitivity indicators). However, it is necessary
to note that a number of external factors
affecting the development of both of these
components are already comprised within BEQ
factors.
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The essential significance of the IPC
component follows from the fact that the
creation, adoption and transfer of innovation
are generally considered, together with the
development of science and research, the main
processes affecting the existent and mainly the
future competitiveness of regions and the
corresponding indicators provide basic infor-
mation on the development of knowledge
economy. From a theoretical perspective, we
have to note that the creation of innovation
disrupts the process of automatic balancing of
the market which is one of basic postulates of
the neoclassical theory. To evaluate the
component we used the following information
sources: survey of the Czech Statistical Office
on innovations in the entrepreneurial sector in
2004—-2006 — about 8,500 companies included
[5], survey on science and research in 2004—2006
[4] — all companies performing R&D included,
and our own survey based on the database of
the Association for Innovative Entrepreneurship
and annual reports of companies, with data

Selected indicators of IPC
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harmonized as of the end of 2007 — about
1,500 companies included. The advantage of
surveys on innovations is their standardization
within the entire EU by means of the harmonized
CIS questionnaire. The disadvantages include
a degree of subjectivity, and in the case of the
Czech Republic also the fact that the survey
from 2004-2006 is the last one by now which
provides information up to the level of NUTS 3
regions. A strategically important finding is the
fact that in contrast to non-innovative companies,
technically innovative ones penetrate interna-
tional markets much more easily (the correspon-
ding ratio at international, national and regional
markets was 0.5 : 1 : 0.6 for the former in
contrast to 0.3 : 0.8 : 1 for the latter), and
innovation capabilities increase with the size of
companies and their internationalization. It
follows the dominating orientation of Czech
companies towards innovations of lower levels,
as proved by the fact that only a third of
expenditures on technical innovations go to R&D
(the proportion of technologically demanding

Share of Share of
Share of . . N . Company Employees of
Regi . ti companies with companies with dit -
gion innovative product process expenditure on companies in
H 0,
companies (%) innovation (%) innovation (%) R&D/GDP R&D/TNE
Praha 30.9 20.3 234 1.04 1.34
Stfedocesky 27.2 17.9 20.7 2.21 0.69
JihoGesky 27.9 18.3 20.8 0.47 0.28
Plzerisky 28.2 18.9 222 0.52 0.36
Karlovarsky 20.5 14.0 17.1 0.11 0.15
Ustecky 26.5 16.6 20.5 0.25 0.19
Liberecky 28.5 17.1 24.3 0.97 0.54
Kralovéhradecky 26.2 17.2 21.3 0.44 0.42
Pardubicky 25.7 20.0 19.2 1.18 0.84
Vysocina 23.5 13.7 19.3 0.45 0.32
Jihomoravsky 31.5 21.9 23.3 0.73 0.69
Olomoucky 29.4 17.4 23.7 0.61 0.49
Zlinsky 30.2 21.1 25.3 0.88 0.61
Moravskoslezsky 23.9 15.2 20.0 0.58 0.34
Czech Republic 28.1 18.5 21.9 0.83 0.59

a  TNE - total number of employees.

Source: Czech Statistical Office.
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industry and services in the Czech Republic is
about 20%). This is also connected to a relatively
low level of the exertion of intellectual property
rights — however, using the indicator of the
number of patents per capita for a regional
comparison of Visegrad countries is disputable
as most transnational corporations (TNC) file
patents in the place of their headquarters, not in
the place where the invention was made.

According to the evaluation results (see
Tab. 3), the highest degree of the component is
reached by Prague, followed by the Stfedo-
Cesky region and the Jihomoravsky region —
this is also reflected by their high migration
attractiveness for college graduates. At the
other end of the scale, there are the Karlo-
varsky, Ustecky and Vysocina regions. Further
analyses prove that the most significant
innovation centres with more than five thousand
employees in localised innovative companies
are agglomerations of regional capitals (except
for C. Budé&jovice, Usti n. L., H. Kralové and K.
Vary, which belongs to the second group). The
analyses have also identified innovation zones
organized in bands; two out of the four most
significant zones are located in regions with
a worse BEQ. ltis also a fact verified in practice
that in small microregions industrial innovative
companies are the more important bearers of
knowledge capital. Although an above-average
level of BEQ is associated with a higher
competition forcing companies to implement
technical and nontechnical innovations with
positive effects on competitiveness, its relations
to the IPC components at the regional level are
not completely straightforward — a strong
correlation of IPC with BEQ (and also GDP)
was found especially for the indicator of
proportion of employees in R&D in the total
number of employees. However, at microregional
level we confirmed an obvious dependence
between the BEQ and the presence of larger
innovative companies.

The significance of the UHR component
mainly follows from the socially sensitive issue
of unemployment, whose solution is considered
an important part of the solidarity principle
application. Therefore, the selected UHR
indicators can be understood as indicators of
social impacts of regional economic adaptation
processes. The most accurate expression of this
adaptation is the development of unemployment
rate, which in relation to creation of new jobs

interprets the final result of regional interactions
between demand and supply at labour markets.
To evaluate this component, the following main
information sources were used: the registered
unemployment rate and the number of
vacancies found by the labour offices (period
2005-2010), further the proportion of so-called
economically sensitive fields in the employment
as of 2005. This is a modified set of fields
suffering from strong competition or long-term
stagnation in the entire EU [6], mainly textile,
metallurgical and food industry, selected
branches of chemical and engineering industries
and mining (the regulated sector of services
focus on local demand mainly — in the Czech
Republic the proportion of local consumption is
over 90%, whereas in the case of manufacturing
industry it is slightly over 35%). Analyses
showed a high dependence between the
unemployment rate and the level of economic
sensitivity as a determining factor of structural
unemployment. The highest rate of unemployment
persists in regions with the highest proportion
of sensitive industries — the Ustecky,
Moravskoslezsky, Olomoucky and Karlovarsky
regions. At the other end of the scale there is
Prague together with the Stfedocesky,
Plzenisky, JihoCesky and Kralovéhradecky
regions. However, the fact that after the
beginning of the recession at the end of the
monitored period the structurally most affected
regions manifested the lowest rise in
unemployment rate indicates that the time of
excessive employment rate in companies
operating in sensitive fields is over. At the
microregional level, a significant relationship
was revealed between unemployment rates
and deviations of the BEQ from theoretically
applicable values derived from a power
regression curve (see Fig. 2). This relationship
documents the essential role of microregions in
the formation of labour markets. A high
unemployment rate signals a decrease in UHR,
which is usually connected with selective
emigration of population. This process, which
should theoretically provide balance at labour
markets together with capital migration, is in the
practice limited by a number of factors, most
importantly the differences in prices of flats
(e.g. average prices in the most attractive
region for work — Prague — are currently 5 times
higher than in the least attractive Ustecky region).
As regards support for the development of
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knowledge economy, it is necessary to
maintain the dynamic balance between the
supply of vacancies and the quality of
workforce as one of the key prerequisites of the
regional efficiency of education system.

The final stage of the model application focuses
on the general evaluation of development
potentials of regions based on the synthesis of
BEQ (key component with a double level of
significance), UHR and IPC. The obtained
results allowed us to identify regions with an
excellent position — type A, regions with a good
position — type B and regions with a less
favourable position — type C (see Tab. 4). As
expected, the highest development potentials
have Prague and the Stfedo€esky region. This
also corresponds to the results of the latest
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ranking of knowledge regions according to
which Prague was in the 37th to 40th position
within NUTS 2 EU regions in 2005-2007 — the
best position from V4 countries [3]. The weaker
position of the six regions of C type indicates
significant future risks for the regional
development. In this context it is interesting that
the number of inhabitants in these regions fell
by 0.5% between the censuses of 2001 and
2011 (from +1.9% in the Karlovarsky region to
-2.3% in the Moravskoslezsky region). On the
other hand, regions of B type manifested
increase by 2.5% (from 0.9% in the Kralové-
hradecky region to 4.4% in the Plzensky
region) and regions of A type a significant
increase by 11% (from 8.9% in Prague to
13.6% in the StfedoCesky region).

Total evaluation of development potentials

LRl o] e Region NUTS 3  Region NUTS 2 EERCE =)
groups and
subgroups® BEQ UHR IPC
type A:
| Praha Praha 1 1 1
I Sttedogesky Sttedni Cechy 2 1 1
type B
1] Jihomoravsky Jihovychod 2 2 1
I Plzerisky Jihozépad 2 1 2
| Pardubicky Severovychod 2 2 2
| Liberecky Severovychod 2 2 2
1] JihoCesky Jihozapad 2 1 3
1] Kralovéhradecky Severovychod 2 1 3
type C:
1] Zlinsky Stfedni Morava 3 2 2
1] Vysoc€ina Jihovychod 3 2 3
I Olomoucky Stfedni Morava 3 3 2
| Moravskoslezsky Moravskoslezsko 3 3 3
| Karlovarsky Severozapad 3 3 3
I Ustecky Severozapad 3 3 3

a  Subgroup | — balanced, Il — unbalanced.

Source: Authors’ research.
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The information capacity of the model was
primarily verified based on the hypothesis that
the BEQ level is strongly related to the GDP as
the main indicator of developmental differen-
tiation. The validity of this hypothesis was
confirmed for the NUTS 3 level for which GDP
data is available. The mean correlation
coefficient for the explored period of 2006-2008
was, despite the limited selection used for BEQ
evaluation, 0.95 (0.90 when the Prague region
and the StfedoCesky region are combined), and
the logical link between conditions for business
and results of business was thus confirmed.
The development of regional GDP per capita in
PPS has shown long-term slightly divergent
tendencies with an indication of the west-east
gradient reduction during the economic boom,
i.e. 2001 to 2007. Based on the power regression
function (individual types of regression
functions were assessed with respect to the
optimum progress of curve) of the dependence
between BEQ and the population size of
microregions the second hypothesis that the
BEQ values strongly correspond to their sizes
as the basic measures of their hierarchical position
has been confirmed as well. The average
values of BEQ according to size groups of
microregions with 180 and more, 90-179,
45-89, 18-44 and less than 8 thousand
inhabitants are 1.68, 2.51, 2.97, 3.51 and 3.84.
It has to be noted that the power regression
function best captures the regularities in the
size distribution of towns referred to as rank-
size rule [21]. This fact has also been proved by
our analysis, in The overall consistency of the
model is confirmed by statistical relations of
microregional values of BEQ with the other two
components — location of innovation companies
(correlation coefficient 0.62) and unemployment
rate (correlation coefficient -0.63). Inclusion of
the model into the general framework of
economic growth theories based on the
production function can be demonstrated using
the following expression:

Y. =A[A, A].f(, L K) 2)

Where:

Y, — level of regional output

A — general variable with components A,,
the macroeconomic (territorially free) and A,
the regional (territorially bound) factors of
economic development

| — knowledge (innovations)
L — labour
K — capital.

In this context, the BEQ component is
a part of the general variable A (factor A,) and
the remaining two components IPC and UHR
represent a sum regional reflection of endo-
genous factors | and L (factor K is in agreement
with economic theory considered as a result of
the production process).This approach corresponds
to the idea that besides natural resources,
capital deepening, increases in human capital
and technological progress, agglomeration
economies can be considered a specific source
of economic growth.

4. Generalization and
Conceptualization of the Results
The final part is devoted to the generalization of
the obtained results and its system conceptu-
alization from the perspective of regional policy.
The main connecting element of the used
approach is emphasis on integration processes
as one from the most important factor of
economic development. Generalization respects
the principles of developmental and hierar-
chical differentiation of social systems forming
the basic framework of spatial operation of
economy, whose most important manifestation
is the origination of development poles and
axes. The created model, in contrast to older
models, allows for their system identification:
BEQ values above average (in interaction with
IPC) in the case of development poles and
significant positive deviations of BEQ real
values from theoretical values (in interaction
with UHR) in the case of development axes.
Development poles generally represent the main
spaces for concentration of agglomeration
effects and development axes are the main
spaces for the spread of positive effects. Both
structures are closely related to the territorial
distribution of labour whose result is the
territorial differentiation according to BEQ and
added value, which through the price of
production factors determine its optimal territory
use (more developed regions with a higher
level of added value have a higher marginal
productivity of production factors and thus
a higher potential for innovation). The increase
in territorial distribution of labour changes the
ways of achieving the optimum allocation of
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sources and expands limits of production
capabilities of companies with adequate
impacts on IPC and UHR. The complex
synthesis allows us to create the first spatial
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model of the economic development of the
Czech Republic (see Fig. 3), whose foundation
stones are 14 poles and 8 developed axes of
national significance.

m Spatial model of economic development of the Czech Republic

Development axis
National importance:
== Developed

== Partially developed

=== Undeveloped

Regional importance:

Developed o

Development poles
D Supranational importance

[J secondary supranational importance
E] National importance

gration p ial of poles
Il Sstong
B Medium
|

Weak

Other centres
@ Authentic
©  Subordinate

‘‘‘‘‘ ) P @ Polynuclear
(3 Number of inhabitants
(thous.)
50,0-99,9
O 200-499

100 150 km
I )

Partially developed

1007 ARCDATA PRAHA, 5.r0
ESF MU BRNO

19,9 and less

Note: Integration potential of development poles reflects their position in system of development axes and also the

results of socio-geographical regionalisation [12].

Although the origination and dynamics of
the development poles are mainly results of the
historical development and influence of market
mechanisms (attempts at an initiation of new
development poles were usually unsuccessful),
creation of development axes represents an
excellent opportunity for an effective orientation
of regional policy as the spread of positive effects
from development poles contributes to both
decreasing regional disparities and increasing
regional competitiveness. The most important
integration processes are further specified using
the bottom-up approach (see Tab. 5).

Microregional level is represented by nodal
regions (which can be identified with MEC
regions) with the polarity of centre — hinterland,
integrated by nodal processes. The most

Source: Authors’ research.

significant of these processes is commuting to
work; therefore, the integration process is
closely associated with creating regional labour
markets. Most of commuting takes place at this
hierarchical level — correspondingly, this
process can be seen as integration on the basis
of labour interactions. An uneven economic
development leads to the subordination of
weaker nodal centres to their stronger competitors;
therefore, we can divide these centres to the
authentic and the subordinate ones. At the regional
level, there is the polarity of the regional centre
(development pole) — subordinate microre-
gions. The economic subordination depends on
the dynamics of growth in development poles,
overall subordination increases with a higher
political and administrative function of centres.
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In contrast to the prevailing opinion, in most
countries local economy represented by SMEs
maintains about 2/3 share in the creation of
added value, therefore, we can assume that
most production interactions of companies are
performed at regional and national level. The
most important integration process is the
spread of positive effects from development
poles along development axes of national
significance, involving supplier-customer relation-
ships forming a natural basis of business
clusters (spread of negative effects on the
contrary supports disintegration of regions) —
integration on the basis of production interactions.
We also have to add that the development of
territorial distribution of labour in the conditions
of global economy leads to an overlapping of
horizontal and vertical production interactions,
induced mainly by the application of specific
schemes of value chains within TNC. The
macroregional level differs from the previous
one by a concentration of central political and
administrative functions into the macroregional
centre, which transforms the polarity into the

usual form of the capital city (the most
significant development pole) — subordinate
mesoregions. Concentration of political power
also stimulates the concentration of managerial
functions in entrepreneurial sectors, which
consequently strengthens processes of
economic integration — integration on the basis
of the highest managerial interactions. The
highest level of economic integration is global
integration with the polarity of development
poles of global significance (e.g. London)
versus subordinate macroregions. These main
global development poles are further
supplemented by auxiliary development poles
of partial global significance (e.g. Frankfurt a.
M.). Here, the integration process is carried out
on the basis of commercial relationships and its
essential geopolitical manifestation is the
creation of supranational economic organisations
— integration on the basis of commercial
interactions. Both the above-mentioned
hierarchical levels play a determining role in the
creation of an institutional environment of
particular countries.

Basic determinants of space organisation of economy

Hierarchical level Bearers of polarisation

Bearers of integration

Key structures

Development poles of

Global global significance

Development poles of

Macroregional supranational significance

Development poles of

Regional national significance

Microregional Development centres

International

Development super-axes
of global significance

Development axes of
supranational/national
significance

Development axes of
national/regional
significance

Commuting

organisations, TNC

State administration,
company headquarters

Territorial administration,
big business

Employers, employees

The results provide potential users with
information about the effect of relevant factors
and processes determining the development of
regions which allow them to evaluate the
development potential of regions and to
diagnose their strengths, weaknesses, opportu-
nities and threats. From the perspective of the
private sector, the principal use is for
investment decisions (see website eCBA http://
online.ecba.cz/podnikatelskeprostredi/default.aspx,

Source: Authors’ research.

presenting the results of evaluation of
development potential of Czech microregions
by BEQ factors including a synthetic evaluation
of their attractiveness for location of new
investments or extension of current investments,
in division into technology-, labour-, transport-
and supplier-oriented investment intentions).
The main sphere of the utilization within the
public sector is regional policy and in this context
we are presenting a framework proposal of
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a long-term concept of a regional policy of the
Czech Republic.

Due to the unpredictability of economic
development we chose the method of flexible
development scenarios as the primary tool for
regional policy conceptualization. These scenarios
are based on the evaluation of development
potential and perception of their demanded
development and relate to the NUTS 3 level as
the basic spatial framework of regional policy
application. Altogether three development
scenarios were designed: a progressive
scenario, a growth scenario and an adaptation
scenario. The main objective of the first
scenario (regions A) is enhancement of quality
of regional development with an emphasis on
the development of knowledge economy. In
agreement with the high potential of response
to global stimuli, the implementation of this
scenario is based on an effective use of
strengths and opportunities by entrepreneurial
entities. The growth scenario is suitable for less
developed regions with favourable development
potentials (regions B) and its main objective is
improvement of quality of economic growth.
A typical feature is orientation towards the use
of opportunities in combination with the
activation of strengths and elimination of
weaknesses (the role of public interventions is
significant). The main objective of the adaptation
scenario (regions C) is strengthening of the
competitive position, with an emphasis on
diversification and reduction of the unem-
ployment rate. Its typical feature is suppressing
of threats in combination with eliminating
weaknesses and activating strengths and using
opportunities (role of public interventions is
highly significant).

Application of the scenarios makes use of
a flexible set of tools and their synchronization
with appropriate programs of EU. The flexible
approach means that the allocation of particular
tools reflects different priorities of created
scenarios (matter-of-fact correspondence) and
the related system of selecting measures reflects
the basic territorial framework of their potential
development impacts (territorial correspon-
dence). For regions A the main priority is
enhancement of IPC and a secondary priority is
improvement of BEQ (with an emphasis on
quality of life); for regions B the main priorities
are improvement of BEQ and enhancement of
IPC and a secondary priority is improvement of
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UHR; for regions C the main priority is
improvement of BEQ and UHR and a secon-
dary priority is enhancement of IPC. Each of
these proposed priorities can be matched with
adequate measures, regarding e.g. the
improvement of entrepreneurial or knowledge
base in the case of BEQ (e.g. industrial zones
projects) and in the case of IPC and UHR
mainly support for education and creation of
innovations or creation of new labour positions
and workforce requalification. In harmony with
the results application those measures which
contribute to the development of integration
processes should be preferred — especially
support for the development axes of national/
/supranational and regional significance including
business clusters, which are understood as
a dynamic part of this processes. An identifi-
cation of the function of the particular hierarchic
levels allows for defining the optimum territorial
framework for an assessment of potential
impacts of specific measures or projects. For
measures related to the UHR component, this
framework is the microregional level; for
measures related to the BEQ component, it is
the regional level; and for measures related to
the IPC component it is the macroregional level.

The definitive form of the regional policy
can only be elaborated after a consensus
among the main stakeholders. In this context,
we have to emphasise that efficiency of its
implementation is, besides creativity and
entrepreneurial spirit of support receivers,
considerably determined by the quality of
institutional environment. It is also necessary to
mention the indisputable fact that a significant
condition for the permanent enhancement of
regional policy efficiency is removal of relevant
information deficits. In this respect we reach
a positive conclusion that the elaborated model
is transferrable, especially to be applied in
more developed countries with polycentric
settlement structure and a relevant tradition of
regional policy.
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INTEGRATIVE MODEL FOR EVALUATION OF DEVELOPMENT POTENTIALS
OF REGIONS AND ITS APPLICATION ON AN EXAMPLE OF THE CZECH
REPUBLIC

Milan Viturka

The aim of this paper is to introduce a new model for the evaluation of development potentials of
regions, including methodology, application and conceptualization of the obtained information. The
main components of this model are the business environment quality, innovation potential of
companies and use of human resources, interpreted using relevant factors or indicators. The
model has been applied to the evaluation of Czech regions — 205 administrative districts
(microregional level) and 14 NUTS 3 regions (mesoregional level). Information capacity of the
model has been proved by the confirmation of the hypotheses assuming strong relationships
among business environment quality and regional GDP and population size of regions. A synthesis
allowed us to define the main regularities, evaluate the competitive positions of regions and create
the spatial model of the economic development of the Czech Republic. Special attention has been
given to the unique method for the identification of territorial systems of poles and axes of
development and further to the hierarchy of integration processes (using the profile interaction
method). Subsequently, we conceptualized the results from the perspective of regional policy
creation using the method of development scenarios. This allows for a flexible optimization of the
main priorities and tools of a regional policy (regions are defined and territorially specified by
means of flexible sets of relevant measures). From a theoretical perspective, we extend the
knowledge about the processes of polarization and integration as key manifestations of the
principles of developmental and hierarchical differentiation of society in the conditions of increasing
globalisation.

Key Words: Regional development, business environment, innovation potential, human
resources, competitiveness.
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HYPO'I:EZA PERMANENTNIHO PRIJMU
V ZEMICH VISEGRADSKE SKUPINY

Vaclava Pankova

Uvod

Spotieba tvofi zhruba 50-70 % HDP [24].
Vydaje domécnosti na kone¢nou spotfebu a jeji
souvislosti s dalSimi ekonomickymi a spole¢en-
skymi ukazateli popisuji rizné teorie, které také
rlizné vysvétluji spotfebitelské chovani. Struény
a srozumitelny prehled o teorii spotfebnich
funkci a jejich ekonomické podstaty naleznou
zajemci napf. v ¢lanku [22] a v detailech pak
v dalSi literatufe.

Studie vénované konkrétnim ekonomikam
jsou zalozeny na pfedpokladu platnosti urcité
teorie. Koncept permanentni spotfeby definoval
v roce 1957 M. Friedman; spolu s Modiglianiho
teorii zivotniho cyklu z roku 1954 jsou to dvé
alternativni reakce na zjisténi, ze drivéjsi Key-
nesovu hypotézu absolutniho pfijmu (jak ji pra-
covné nazyva soucasna literatura, napf. [9])
nelze empiricky dolozit pomoci agregatnich dat.
Prvni dvé zminéné teorie, a¢ zcela autonomni,
byvaji nékdy pouzivany v kombinaci (napf. [28]).
Jako s v principu totoZnym konceptem s nimi
zachazi Hall [13], jehoz ¢lanek polozil zaklady
k technice testovani hypotézy permanentnosti, jak
ji navrhuji Campbell a Mankiw [4]. Agregatni spo-
tfeba je také dulleZitou veli¢inou pro autory politic-
kych rozhodovani, coz je zdiraznéno a v souvis-
losti s jednotlivymi teoriemi vysvétleno v [10].

Hypotéza o permanentnim pfijmu a spo-
trebé vychazi z predpokladu, Ze subjekt spiSe
planuje svoje spotfebni vydaje v zavislosti na
vysi dlouhodobé oéekavaného pfijmu, nez aby
se rozhodoval podle pfijmu aktualniho. Pro
tvirce hospodarské politiky je dulezité, ze pfi
platnosti této hypotézy se spotfebitel rozhoduje
na zakladé svych expektaci a jeho spotfebni
vydaje jsou proporéni permanentnimu pfijmu.
Uroven této proporénosti miZe prostfednictvim
urokové miry ovlivnit centralni banka. Je tfeba
také poditat s tim, Ze spotfebitel bude jinak reago-
vat na Soky permanentni nez na Soky tranzitorni.

OhlaSeni do€asného zvySeni dani v pfedem
vymezeném kratkodobém casovém horizontu
povede k jiné reakci, nez jakou by zplsobilo
zvySeni trvalé. Permanentnim Sokem mize byt
napf. zména sociélniho systému, jak to dokla-
duje napf. [26].

Za predpokladu platnosti hypotézy perma-
nentnosti je mozné neméfitelnou veli¢inu per-
manentniho pfijmu na agregéatni trovni vypodi-
tat pfi znalosti disponibilniho pfijmu a pouziti
mechanismu adaptivniho oéekavani. Teprve
mnohem pozdéji byl formulovan postup, ktery
umoznil posoudit, zda v dané ekonomice je tato
hypotéza opravdu platna. Empiricka zjisténi
vSak spotfebu na Urovni permanentniho pfijmu
velmi &asto nepotvrzovala, ackoliv samotna
teorie nebyla nijak zpochybnéna. Realistické
posouzeni umoznil az test Campbella a Man-
kiwa [4], ktery pracuje s pfedpokladem, ze per-
manentni pfijem vyuziva jen ¢ast domécnosti
a jejich procentni podil je mozné vycislit.

Cilem tohoto &lanku je (a) Sjednotit texty
smérujici k formulaci kriteria pro stanoveni
podilu domécnosti, na jejichz spotfebni vydaje
Ize aplikovat teorii permanentniho pfijmu.
Vysledkem je jednorovnicovy ekonometricky
model s parametrem uréujicim pravé velikost
tohoto podilu. (b) Zjistit, jaké mnozstvi domac-
nosti v CR realizuje spotfebni vydaje v souladu
s hypotézou permanentniho pfijmu. Vzhledem
k nemoznosti pfimé kontroly ekonomické
spravnosti vysledku je aplikace rozsifena na
zemé Visegradu a, rovnéz kontrolné, jsou
vypocty provedeny také pro Rakousko. Vzhle-
dem k povaze dat se ukazalo jako vhodnéjsi
analyzovat Visegrad jako celek, i za cenu ztraty
jemnéjsiho rozliseni.

Finanéni a ekonomické disturbance z konce
prvniho a zacatku tohoto desetileti se projevuji
v disponibilnich datech a mohly by ovlivnit
vysledky. Proto je vénovéna pozornost i imple-
mentaci faktoru krize do spotfebnich modeld.
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1. Permanentni pfijem a spotieba
Friedman [12] vySel z pfedpokladu, Ze lidé se
snazi udrzet si konstantni zivotni Uroven s ohle-
dem na sv(j ,normalni“ pfijem, pfestoze jejich
aktualni prijem muaze byt odlisny. Klicova je
Uvaha, Ze planovanou spotfebu Ize ztotoznit se
skute¢nou spotfebou. Pfijlem Y, a spotfebu C,
postuluje jako veli€iny slozené ze dvou ¢asti,
permanentni Y’; resp. Cf;a tranzitorni Yf, resp.
C{, tedy

Y, =y"+y", Cc,=c/+C/ ()

pficemz zadnda z obou slozek neni pozorova-
telna. Permanentni veli¢iny jsou ve vztahu
Umérnosti dané koeficientem B, C',= Y’, tran-
zitorni ¢asti z dlouhodobého hlediska sméruji
limitné k nulové hodnoté. Permanentni pfijem
Ize pomérné snadno vypocitat za predpokladu
adaptivniho o¢ekavani (postup detailné napf.
v [7]). Je-li aktualni disponibilni pfijem vyssi /
niz8i nez permanentni, je navysSen / snizen
o Castku proporéni pfislusnému rozdilu

AYS =Y -vE =0, =YD, @
kde 0 <A <1.

Parametr A vystihuje pfedpoklad, ze pfizpu-
sobeni se permanentnimu pfijmu neni prove-
deno plnou ¢astkou, ale ¢ast rozdilu je disled-
kem variability tranzitorni slozky. S vyrazem (2)
Ize dale pracovat; permanentni pfijem Ize
vyjadfit a nésledné i vypoditat jako kombinaci
aktualniho a zpozdénych disponibilnich pfijma;
vysledkem je i stanoveni hodnoty parametru A.
Detaily v [7]. Z hypotézy o proporénosti perma-
nentni spotfeby vzhledem k permanentnimu
pijmu vyplyva C, = By, + ¢!, ¢! Ize vni-
mat jako nahodnou slozku modelu, ktery pak
bude zahrnovat jiz pouze meéfitelné veliiny.
Také je mozné prevést (2) na schéma znamé
jako Koyckovo geometricky rozdélené zpoz-
déni transformujici vztah do kompaktniho tvaru

C, =BLY, +(1-M)C,; +6,, (3)

kde 0 <A <1 se zjistuje pfi aplikaci mecha-
nismu adaptivniho o€ekavani, B je jiz vySe zmi-
nény koeficient umérnosti, 6 je ndhodna slozka.
Podle Friedmana jsou A i B funkci Urokové miry,
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za kterou si spotfebitel pUjcuje. Z (3) je patrné, ze

Ze mezni sklon ke spotfebé je ig’ =B, zatimco
t

dlouhodobé, pfi vymizeni nahodnych vliva,

dostaneme C = BAY +(1-A)Ca tedy C = BY,

kdyz C,Y pfedstavuji rovnovazné hodnoty. Je

také evidentné 3 > A, dlouhodoby vliv pfijmu na

spotrebu je tedy vySSi nez ukazatel kratkodoby.

2. Testovani permanentnosti

Samotny vypocet ale nijak nefesi otdzku, zda
hypotéza o permanentnim pfijmu je v dané eko-
nomice skute¢né platna. Navic se ukazalo, ze
aplikace selhavaji z dlvodu nerespektovani
nestacionarity pfislusnych veli¢in (podrobné
[6]) a vztah( vedoucich k formulaci racionalnich
o¢ekavani [21]. Lucas [21] argumentuje
nemoznosti dlouhodobé udrzet stabilni relaci
mezi disponibilnim a permanentnim pfijmem.
Zmeény jinych ekonomickych nebo socialnich
veli¢in, napf. cenovych relaci nebo véku atp.,
mohou zménit preference a prfedstavu o opti-
malnim rozhodnuti kazdého ekonomického
subjektu, coz se projevi i na agregatni Urovni.
Cestou k feSeni je pak Uloha maximalizovat uzi-
tek pfi raciondlnich o¢ekavanich o budoucim
vyvoji uzitkové funkce.

Vychodiskem k testovani hypotézy perma-
nentnosti se staly zavéry publikované Hallem
[13]. Problém formuluje jako dynamickou opti-
malizaéni ulohu maximalizovat o€ekavany uzi-
tek z celkové spotfeby béhem T obdobi Zivot-
niho cyklu, pficemz se spotfebitel podle svych
preferenci rozhoduje mezi spotfebou aktualni
a budouci. Z Hallovych vysledku vyplyva disle-
dek, Ze k ur€eni spotfeby C,, , neni tfeba Zad-
nych jinych informaci, neZ hodnoty spotfeby C,.
Konkrétni souvislost zavisi na zvolené uzitkové
funkci; je-li tato kvadraticka, bude

Cri=Bo +BiC, +2,, (4)

s parametry B, B, a nahodnou slozkou ¢, ;. Ke
stejnému zavéru dochazi také Flavin [11], ktera
ve své praci harmonizuje na sobé nezavislé
studie [13] a [27].

Formule (4) znamena takeé, ze

E(C,,1)=Bo +B:C;, (5)

kde E(C,,,) znali otekavanou spotfebu v ob-
dobi #+1. Tato je tvofena z informaci dostup-
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nych v ¢ase ¢, coz odpovida konceptu racional-
nich o¢ekavani.

Testovani hypotézy o permanentnim pfijmu
je zaloZzeno na zkouméani otazky, zda o€ekava-
nou spotfebu £(C,) mize nebo nemize, kromé
C, ; vysvétlit i vektor daldich proménnych X, ,.
Za obvyklého predpokladu, ze ocekavané
vztahy jsou linearni, dostaneme hledanou
odpovéd aplikaci F-testu na skupinu promeén-
nych X, ; v regresi.

Hall [13] aplikoval svoje vysledky na pova-
le¢néd data USA a potvrdil pfitomnost perma-
nentni spotfeby v tomto obdobi. V reakci na
Halla provedli analogickou studii Daly a Hadji-
mateou [5] pro Velkou Britanii. Permanentni pfi-
jem a spotfebu nepotvrdili s ironickym komen-
tdfem, Ze ,patrné jsou Anglicané méné
raciondlni nez Ameri¢ané, coz by ale dozajista
bylo nutné vysvétlit”.

| v dalSich zemich se ukazalo, Ze spotfeba
je vyznamné ovlivnéna béznym pfijmem, coz
vyvolalo diskusi o vyznamu finanéni hotovosti
(pfehled uvadi napf. [19]. Omezeni v tomto
sméru neumozriuje spotfebiteldm pfijmout stra-
tegii permanentniho pfijmu.

Z Hallova pfistupu k testovani hypotézy
0 permanentnim pfijmu vychazeji a rozsifuji jej
Campbell and Mankiw [4]. Pfedpokladaji dvé
skupiny spotfebiteld, jedni reflektuji bézny dis-
ponibilni pfijem C,, = ¥, a druzi odvozuiji svoji
spotiebu od permanentniho pfijmu C,, = Y5,
V souhrnu je tedy disponovano pfijmem

Y, =Y, +Y), =0, +(1-0)Y,, 0<o<1.
(6)

Veli¢ina ® je zde technickym koeficientem
pro vyjadfeni komplementarnosti obou jevd.
Z vy3e uvedeného je zfejmé, Ze C;, = ®Y,, a pro-
to ACy, = wAY, podobné C,, = (1-m)Y,

a AC,, =(1-w)AY,, kde A znadi pfirlstky pfi-
slusnych veli¢in. Flavin [11] dovodila na
zakladé (4), ze nahodna slozka v tomto pro-
cesu predstavuje inovace v bézném pfijmu,
které poskytuji informace pro revizi pfijmu per-
manentniho. Proto posledni rovnice mize byt
zapsana i ve tvaru AC,, =a +(1-0),,

kde o je konstanta a ¢, pfislusna inovace.

Pro zmény v agregované spotiebé, bézné
i permanentni, tedy plati

AC, = AC|, +AC,, =0 +OAY, +(1-w)e, . @)

Prace s pfirlstky misto droviiovych hodnot
zvysSuje Sanci, Ze pracujeme se stacionarnimi
¢asovymi fadami, navic do kone¢ného vztahu
vstupuji pouze pozorovatelné aktualni hodnoty
c,avt,.

Vyraz (7) je pro testovani hypotézy perma-
nentniho pfijmu kli¢ovy. Hypotéza o perma-
nentnim pfijmu pfechazi na formulaci H, : @ = 0.
Pokud H, nebude zamitnuta, uskutecriuje se
spotfeba jako permanentni a ma charakter
nahodné prochazky, tudiz neni predikovatelna.
V opacném pfipadé spotfeba kopiruje vyvoj pfi-
jmu, at' jiz ve smyslu (i) nebo (ii), jak je popsano
vySe. Empiricky se ukazuje, ze @ je ve zkou-
manych ekonomikach spiSe nenulové a uréuje
podil spotfebitelll konzumujicich na zakladé
disponibilniho pfijmu. Praktické studie proka-
zuji, Ze vice ekonomicky rozvinuté zemé maji
spiSe niz8i hodnoty parametru @. Je to logicky
dlsledek faktu, ze v rozvinutych zemich je
mnohem vice pfilezitosti k intertemporalni sub-
stituci finanénich zdroja.

Analyzam permanentnosti je vénovana
fada dalSich praci a vénuji se ekonomikém roz-
vinutym i rozvijejicim se. Zemé EU15 jsou
pfedmétem studii napf. [23] nebo [17]. Ukazuji,
Ze v rozmezi 1980—2005 maji jednotlivé ekono-
miky dosti rozdilné hodnoty miry zmény spotfeby
v reakci na zménu pfijmu. Nejvyssi ukazatel @,
a tedy nejmensi podil domacnosti se spotfebou
podle permanentniho pfijmu, ma Italie; reakce
na urovni @ = 0,980 je pétinasobkem nejnizsi
hodnoty @ = 0,196, kterou vykazuje Dansko.
Z rozdilnosti pak autofi dovozuji, ze jednotna
hospodarska politika EU by tak nutné méla roz-
dilné dopady na jednotlivé ¢lenské staty.

Ve studii pro Svétovou banku [3] je testo-
vana permanentnost v rurdlnich oblastech
Indie. Autor ji nepotvrzuje, zaroven ale zjistuje,
Ze nelze uplatnit ani tradi¢ni teorii spotfeby.
Studie [18] pracuje s ekonomickymi daty
Pakistanu a na agregatni Urovni hypotézu per-
manentnosti odmitd; koresponduji s ni pouze
nékteré domacnosti, jejichz vlastnosti ale
nejsou blize vymezeny.

V [2] se pracuje s Udaji o jednotlivych
némeckych domacnostech; panelova data jsou
sestavena z mikrocensu konanych v tomto tisi-
cileti (posledni 2007, tedy pred krizi). V souhrnu
se domacnosti ponékud odliSuji od klasické
pfedstavy o permanentnosti: reakce na perma-
nentni Soky jsou slabsi a tranzitorni Soky jsou
vnimany citlivéji, nez jak to vymezuije teorie. P¥i
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podrobnéjSim zkoumani se ukazalo, ze na
ne¢ekané tranzitorni zmény pruznéji reaguiji
domacnosti s omezenymi finanénimi zdroji.

V Eeskych podminkach zkoumali platnost
hypotézy permanentniho pfijmu v souvislosti
s kupénovou privatizaci Hanousek a Tima [14].
Motivaci bylo specifikum této situace a 1500
respondentd bylo osloveno s cilem ziskat data,
ktera byla predmétem odborného zajmu
autor(l. V textu, ktery se orientuje vice na eko-
nomické a socialni aspekty kupénové privati-
zace, nez na modelovy, ekonometricky a statis-
ticky aparat, dovozuiji, ze pouze mala ¢ast nové
a necekané ziskanych akvizic byla konzumo-
vana, coz by spiSe podporovalo hypotézu per-
manentnosti.

Zevrubnou analyzu spotfebni funkce, teore-
tické zaklady i variantni koncepce ekonometric-
kého modelovani zpracovali Arlt a dalsi [1].
Rovnéz tato prace, provedena v ramci vy-
zkumu CNB, akcentuije vlivy riiznych finanénich
ukazatell. Hypotézu permanentniho pfijmu pro
celou ekonomiku autofi na zakladé svoji ana-
lyzy zamitaji. Zjistuji, a také vysvétluji, nesta-
bilni spotfebitelské chovani domacnosti.

3. Vliv novodobych krizi na
spotrebu

Finanéni krize, ktera se v roce 2008 projevila
v USA, postupné ovlivnila celosvétovou ekono-
mickou situaci. Dusledky pro spotfebu jsou sice
v raznych ekonomikach odli§né, spole¢nym
rysem je ale tendence ke snizovani spotreby,
zejména sluzeb a pfedmétd dlouhodobého uzi-
vani. V [20] autofi vy¢islili propad agregované
spotfeby v USA v roce 2008 na 3 % HDP. Kom-
binaci ekonometrickych a simulaénich technik
dovozuj, Ze budouci krizové Soky povedou
nejen k nahlému snizeni spotfeby, ale také ke
zvy8eni miry dspor. Obdobi od prosince 2007
do ¢ervna 2009, oznacované v USA jako ,velka
recese’, a jeho dopad na spotiebu analyzovali
tvlrci studie [25]. Za zajimavé povazuji zjisténi,
Ze propad ve spotfebé byl vy$Si, nez propad
pfijma.

Zku$enosti s finanéni krizi a jejim vlivem na
spotfebu uinily asijské ekonomiky jiz v roce
1997. Jeji dopad zmiriuje Kuan-Min v praci [19],
ktera se primarné vénuje ovéfeni hypotézy
o permanentnim pfijmu v deseti asijskych ze-
mich. Zdanlivé nesourody soubor ekonomik,
zahrnujici vedle tfeba Singapuru a Jizni Korey
také napf. Nepal a Myanmar, vykazuje nékteré
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spolec¢né rysy. Pro zadnou ze zemi se nepotvr-
zuje hypotéza permanentnosti a vSechny vyka-
zuji vyznam omezenych finanénich zdroji pro
spotfebu po krizovém roce 1997.

Metodicky tato prace vychazi z myslenky
[15], Ze Friedmanuv postulat je zpravou o dlou-
hodobé souvislosti mezi veli¢inami. Dlouho-
dobé souvislé veli€iny |ze charakterizovat vzta-
hem kointegrace; je tedy na misté otdzka, zda
pozorovatelné hodnoty C, a Y, jsou spolu koin-
tegrované. Pokud ano, Ize jejich vztah vyjadfit
modelem typu mechanismus korekce chyby
(ECM). Zde konkrétné

AC, =a + BAY, +v ecm,_, +u,, (8)

kde ecm, = C, =&, -&,Y,, je korekéni slozka na
urovni rezidua z kratkodobého spotfebniho
vztahu C, =&, +§,Y,, u; je nahodna slozka,
o, B, §y, &y parametry. Vyklad podstaty rovnice
(8) se opirda vyhradné o obecnou teorii ¢aso-
vych fad a je mimo ramec tohoto textu; zde se
totiz primarné jednalo o vyfeSeni problému
zdéanlivé regrese nestacionarnich ¢asovych rad
a formulovani dlouhodobych souvislosti mezi
ekonomickymi veli¢inami. Nové vzniklé teore-
tické poznatky pak nalezly Siroké moznosti apli-
kace, mimo jiné i pravé pfi testovani hypotézy
permanentniho pfijmu. Potfebné informace
nalezne ¢tenafr napf. v [15]. V souvislosti
s nasim tématem je vyznamna hodnota para-
metru B. Je-li statisticky vyznamné nenulova,
potvrzuje zavislost spotfeby na aktualnim pfi-
jmu a nelze pfijmout hypotézu permanentnosti.
Pokud je nulova, odpovida to platnosti hypo-
tézy o permanentnim pfijmu v celé ekonomice.
Nenulovou hodnotu B mizeme exakiné inter-
pretovat slovy: zvysi-li se pfirGstek disponibilniho
pfijmu o jednotku, zvysi se pfirlistek spotfebnich
vydaju o B jednotek; fakticky je ale zfejmé, ze B
je analogii parametru @ ze vztahu (7).

V [8] se pfipomind, Ze vliv krize na HDP
a ekonomicky rast je pfedmétem mnoha studii,
ale spotfebé jako nejvétsi slozce HDP je véno-
vano jen malo pozornosti. Pokud by platila teo-
rie permanentnosti, mohla by byt krize povazo-
vana za tranzitorni zalezitost a pouze zména
permanentniho pfijmu by mohla nastartovat
vyznamné zmény ve spotfebé. Nicméné, tato
teoretickd Uvaha neni konzistentni s empiric-
kymi pozorovanimi. Data z 99 zemi analyzuji
pomoci modelu
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C =0aC, ,+BY, +yr, +8,Dl+...+8,Dk +u,
(©)

v némz m, je inflace a vliv krizi je zkouman zafa-
zenim 0—1 proménnych D; které nabyvaiji hod-
noty 1 v i-tém roce krize a 0 v ostatnich letech;
o, B, Y, & jsou parametry modelu. V pfipadé, ze
D, = 1, stane se pfislusné §; konstantou ve
vztahu (16) a pozméni hodnotu endogenni pro-
ménné C, v disledku vlivd béhem krizového
roku. Vysledky zmifiované studie rovnéz uka-
zuji, ze spotfeba v krizovém obdobi klesa vice,
nez pfijem, coz vysvétluji poklesem spotfebitel-
ské daveéry.

4. Aplikace pro zemé Visegradské
sKupiny

VySe uvedené pfistupy pro testovani platnosti
hypotézy permanentniho pfijmu, véetné stano-
veni procentniho podilu pfislusnych domac-
nosti, budou aplikovany na ekonomiky Vise-
gradské skupiny, tedy Ceské republiky,
Slovenska, Madarska a Polska. Obecny pozna-
tek, Zze spotfebni vydaje v souladu s hypotézou
permanentniho pfijmu realizuji spiSe domac-
nosti disponujici uréitym finanénim zajisténim,
neumoznuje ucinit si prfedbézna ocekavani
o pravdépodobnych vysledcich, tj. provedeni
ekonomické verifikace. Do souboru bylo proto
pfifazeno také Rakousko, ¢imz bude prove-
dena alespon urcita forma kontroly; pokud by
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vypocty ukazovaly men$i podil konsumentud
permanentniho pfijmu v Rakousku ve srovnani
s kteroukoliv z ostatnich ekonomik, byl by to
opravnény dudvod k pochybnostem o dlvéry-
hodnosti vysledka.

Data byla pfevzata z databaze Eurostat;
jsou Ctvrtletni od 1995Q1 do 2012Q83 vcetné,
a sezénné ocisténa (provedeno Eurostatem).
Konecna spotfeba domacnosti je v eurech na
obyvatele. Informace o disponibilnim pfijmu
bohuzel nebyly v potfebném rozsahu dostupné,
proto byla v celém souboru jako pfijem pouzita
veli¢éina HDP v eurech na obyvatele; v ekono-
metrickych technikach je to znamy koncept
nahradni (proxy) proménné. Ve vySe zminéném
pfehledu aplikaci pouziva tuto zaménu napf.
Kuan-Min [19]. Z finan¢nich ukazatell, které
byvaji nezfidka pouzivany jako dalsi vysvétlujici
proménna do zminénych modeld, se nejobvykleji
zafazuje urokova mira. Pro vSechna potfebna
pozorovani véak nebyl tento Udaj jednotné k dis-
pozici. Vliv zahrnutého harmonizovaného
cenového indexu HICP na vysvétleni spotifeby
se ukazal jako statisticky neodliSitelny od nuly
(CR, Slovensko, Madarsko) nebo s kladnym
znaménkem (Polsko, Rakousko), coZ znamena,
Ze prokonsumni faktory jsou vyznamnéjsi, nez je
vliv zvySovéani cenové hladiny. Proto do kone¢-
nych vypoctu nebyla tato veliina zahrnuta.

V dal$im bylo proto pracovano pouze se
spotfebou C a pfijmem Y. Obrazky 1 a 2 ukazuji

m Koneéna spotieba na osobu v eurech - C

C
5000
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3500 —
/—/ ’
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2500 F
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1500 -
1000 Visegrad
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/\/\_/\_/_\4/_

I I
2005 2010 t

Zdroj: vlastni dle dat z Eurostatu
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pribéh obou veli¢in; v obou nejvySe polozena
kfivka odpovidd Rakousku a zemé Visegradu
vykazuji velmi podobny vyvoj na vyrazné nizsi
finanéni Urovni. Viditelny propad v roce 2008
bude vhodné osetfit zavedenim 0—1 proménné.

Méfeno individualné pro jednotlivé ekono-
miky, vSechny ¢asové fady jsou I(1), coz bylo

2010 t

Zdroj: vlastni dle dat z Eurostat

C a Y jsou kointegrované dle testu Engleho
a Grangera, proto lze aplikovat nejen test
Campbella a Mankiwa dle modelu (7), ale také
mechanismus korekce chyby (8) jako alterna-
tivni pfistup. VSechny vypocty byly provedeny
pomoci softwaru PcGive s nasledujicimi ekono-
metrickymi charakteristikami.

zjisténo ADF testem. Pfislusné dvojice Vysledky jsou shrnuty v Tabulce 1.
Vysledky odhadii model (7) a (8)

(0] t-prob B t-prob R2
CR 0,415 0,000 0,475 0,000 0,52
Madarsko 0,410 0,000 0,423 0,000 0,59
Polsko 0,475 0,000 0,506 0,000 0,54
Slovensko 0,416 0,000 0,556 0,000 0,43
Rakousko 0,146 0,030 0,189 0,014 0,23

Zdroj: vlastni

Aplikaci Hausmanova testu (napf. [16],
[29]) bylo provéfeno, Ze je mozné AY povazo-
vat za exogenni. Hypotézu o exogenité nebylo
mozné pfijmout pouze v pfipadé Rakouska.
Dlsledkem je, ze pfislusny (pro Rakousko)
parametr @ nemusi nutné byt konsistentni.
Vzhledem k tomu, ze studie se primarné zameé-
fuje na Visegrad, nebyla tato situace dale

feSena (napf. pouzitim instrumentdalnich pro-
ménnych, viz [13]).

Moznosti pfipadného vlivu krizovych let
byly zkoumany zafrazenim odpovidajicich 0-1
proménnych pro roky 2008-2012. Vesmés se
projevily jako statisticky nevyznamné, v tabulce
proto nejsou zahrnuty.
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Jsou patrné rozdily mezi hodnotami para-
metrll  (model (7)) a vyznamové srovnatelnymi
parametry § z odhadti typu (8). Parametr & byl
odhadovan metodou koriguijici vyskyt autokore-
lace nahodné slozky, k niz koeficient determi-
nace neni relevantnim ukazatelem. Nicméné,
pfi odhadu metodou nejmensich Cc&tvercu
(a nasledné konstatované negativni autokore-
laci podle DW testu) se ukazatel R2 vétSinou
pohyboval na nevysokych hodnotach, vzdy ale
pfi statisticky vyznamnych vysledcich F-test(.

Dale je tfeba upozornit, Ze ve vSech datech
se dosti ¢asto vyskytuji hodnoty, které vykazuji
nulové pfirGstky; je to patrné i z vyvoje obou
graft Obr. 1 a 2. Casové Fady tak maji sice 70
pozorovani, ale s ¢etnymi nulovymi hodnotami,
coz méa za nasledek snizenou vypovidaci
schopnost reprezentovanou nepfili§ vysokymi
hodnotami koeficientu determinace.

Na zakladé vySe uvedenych poznatkd byla
data Visegradské skupiny zpracovana jako
panel pomoci sdilené regrese (pooled regres-
sion) s vysledky v Tabulce 2.

Vysledky odhadu modelii (7) a (8) pro datovy panel

(0] t-prob B t-prob R2
Visegrad 0,531 0,000 0,531 0,000 0,96
Zdroj: vlastni

Pfinosem pouziti panelovych dat jsou
vydatnéjs§i odhady parametrd a viditelné
i vyznamnéjsi hodnota koeficientu determinace.

Pfipomerime, ze (1 — ©)*100, a potazmo
i (1 —P)*100, stanovuje podet procent domac-
nosti, jejichz spotfebni vydaje napliuji hypo-
tézu permanentniho pfijmu.

| Procentni podil domacnosti se spotfebnimi
Tab. 3: . o - .
permanentniho pfFijmu vydaji dle hypotézy

(1 - ®)*100 (1- B)*100
CR 58,5 52,5
Madarsko 59 57,7
Polsko 52,5 49,4
Slovensko 58,4 44 .4
Visegrad 46,9 46,9
Rakousko 85,4 81,1

Zadna z jednotlivych zemi evidentn& nena-
plfuje hypotézu permanentniho pfijmu ve
vztahu k celé ekonomice. Nicméné nenulovy
podil domécnosti realizujicich spotfebni vydaje
v souladu s touto hypotézou je nesporny.
Z Tabulky 3, stejné jako z obou predchozich, je
patrné, ze model (7) neposkytuje stejné vy-
sledky jako model (8). Zatimco Madarsko je
v obou pfipadech charakterizovano témér
shodné, Slovensko je hodnoceno s nejmar-
nékterého z obou modelli nelze rozhodnout; ho-
vofime o vysledcich, které jsou statisticky veri-
fikované, avSak v ekonomické roviné nevime,

Zdroj: vlastni

jaké vysledky jsou ,spravné“. Pfi¢inou dispro-
porci bude spiSe velky podil nulovych hodnot
v datech a nepfili§ vysoké koeficienty determi-
nace, jak je zminéno vysSe. NasvédCuje tomu
i shoda v pfipadé shrnuti vSech dat do panelu
Visegradu. Svoji roli jisté hraje i ne zcela idedlni
nahrada disponibilniho pfijmu veli¢inou HDP na
osobu.

ACkoliv je z obrazka 1 a 2 vidét, ze v roce
2008 doslo k patrnym kvantitativnim zmeénam
v ukazatelich C i Y, zafazenim odpovidajici 0—1
proménné do obou modeld, stejné jako snahou
takto odliSit i nasledujici roky, se neprokazal
statisticky vyznamny vliv na sledovany ukazatel,
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proto tyto vypocty nejsou explicitné uvedeny.
Krizové jevy v tomto kontextu neovlivnily vztah
domacnosti k permanentnimu pfijmu.

Zaver

Spotfeba je velmi vyznamnou slozkou HDP
a zpUlsob jeji realizace ma dasledky i pro tvorbu
hospodéaiské politiky. Clanek rekapituluje kon-
cept permanentniho pfijmu a spotfeby,
zejména z modelového a ekonometrického hle-
diska. Cetné empirické studie potvrzuji, Ze spo-
tfebni vydaje, na které Ize aplikovat hypotézu
permanentniho pfijmu, vykazuji spiSe domac-
nosti pfiméfené finanéné zajisténé. Formalni
testy zalozené na ekonometrickém zpracovani
agregatnich dat proto hypotézu permanentnosti
potvrzuji pfedevsim u velmi vyspélych ekono-
mik. Jemnéjsi testovani pak ukazuje miru, s niz
se ekonomiky k této hypotéze pfiblizuji.

Model Campbella a Mankiwa [4] je vysled-
kem sledovani hypotézy permanentniho pfijmu
a postupného hledani a korigovani vhodného
ekonometrického aparatu. Pfistup realizovany
pomoci modelu korekce chyby, napf. dle [15],
ma pocatek v rozvoji ekonometrické teorie
obecné, zejména v oblasti nestacionarnich ¢aso-
vych fad, a nasledném zjisténi, ze hypotéza per-
manentniho pfijmu mize byt vhodnou aplikaci.

Z modelt (7) a (8) je patrné, Ze parametry
® a P nebudou pfili§ odliSné. Pouziti obou alter-
nativ je proto vhodné, pravé pro moznost srov-
nani. Zaroven je z toho ale zfejmé, ze podil
domacnosti se spotfebnimi vydaji na Udrovni
permanentniho pfijmu nebude témito postupy
nikdy stanoven jako jediné exaktni ¢islo. Kromé
rozdilnosti vyplyvajici z volby modelu ma na
vysledek vliv také charakter dat i sledované
obdobi. Ostatné i Hanousek a Tama [14] v roce
1997 pro CR hypotézu permanentniho pkijmu
spiSe potvrzuji, zatimco Arlt a dalsi [1] ji v roce
2001 nepfijimaji.

Zjisténé vysledky ukazuji, ze v zadné ze
zkoumanych zemi neplati hypotéza permanent-
niho pfijmu pro ekonomiku jako celek. Vzhle-
dem k obecnym poznatkiim, Ze vice ekono-
micky rozvinuté zemé vykazuji vét§i mnozstvi
domacnosti se spotfebnimi vydaji na urovni
permanentniho pfijmu, neprekvapi, ze zde nej-
vyssi podil takovych zemi vykazuje Rakousko.
Mnozstvi domacnosti, na jejichz spotfebni vy-
daje je mozné aplikovat hypotézu permanentniho
pfiimu, v CR, Slovensku, Madarsku a Polsku se
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pfili§ nelisi a da se zhruba stanovit na 50 %
domacnosti. Toto zjisténi maze mit vyznam pro
tvlirce rozsahlych modeld, napf. typu DSGE,
kde fada parametrd je kalibrovana. V praxi se
nékteré parametry pfejimaji z jinych, c¢asto
zahrani¢nich, studii. Jak se ale ukazuje, podil
domacnosti se spotfebnimi vydaji na urovni
permanentniho pfijmu neni Udaj pfenosny jen
na zakladé nékterych vnéjSich podobnosti:
Rakousko je malé oteviena ekonomika se stej-
nym poétem obyvatel jako CR, pfislusny para-
metr pfesto je v obou ekonomikach odlisny.
Vysledky nejsou statisticky vyznamné ovliv-
nény snizenim spotfeby v roce 2008, event.
i pozdéji; faktor permanentnosti nedoznal vidi-
telnych zmén pod vlivem krizovych jevu.

Ukazuje se, ze kromé explicitni a nutné
i zjednodu$ujici formalizace v modelech jsou
spotfebni vydaje odpovidajici permanentnimu
pfijmu implicitné spojovany s urcitou uUrovni
financnich rezerv. Vzhledem k tomu, ze celkovy
objem uspor v ekonomice je znam, avsak
banky se obvykle zdrahaji informovat detailngji
o poctech klientl a rozvrstveni Uspor mezi jed-
notlivce, mlize byt procentni ukazatel poctu
konzumentd na Udrovni svého permanentniho
pfijmu uréitym voditkem. Ekonomicky perspek-
tivni domacnosti mohou ovSem v pocatcich
podporovat svoji spotfebu Uvérem, ale i zde se
predpoklada, Ze vySe pujcky je podlozena raci-
ondlné ocekavanym budoucim pfijmem a po
splaceni bude nasledovat faze vytvafeni vlast-
nich finan¢nich rezerv. Aniz by to bylo vyslo-
veno, teorie pracuje s konceptem spotiebitele
spolecensky i finanéné odpovédného a ekono-
miky, kterd mu tento zpGsob chovani umozZiuje.
Zde je prostor pro tvlirce politiky, jak jiz bylo
zminéno v Uvodu.

Clanek vznikl v rdmci projektu VSE IGA
F4/1/2012 ,Modelovani a anticipace vliva alter-
nativni monetarni politiky na ekonomiku CR*.
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PERMANENT INCOME HYPOTHESIS IN VISEGRAD COUNTRIES

Vaclava Pankova

Consumption following a permanent income hypothesis (PIH) is a theoretical concept the validity
of which in a given economy during a given period can be confirmed or non-confirmed by the help
of an econometric approach. Mathematical formulation of PIH following adaptive expectation
technique given by Friedman and the ways of testing the validity of permanency are recapitulated.
Two alternative approaches are established: (a) Model published by Campbell and Mankiw [4]
looking for an appropriate econometric technique starting by permanent income hypothesis; based
on the results of Hall and Flavin, the model allows to reflect an existence of both PIH and non —
PIH consumers and to quantify their proportion. (b) Model of error correction mechanism as
a theoretical concept bringing a solution of problems arising by dealing with non — stationary time
— series (e.g. [15]) which happened to suite PIH as an application. Possible influence of financial
and economic crises is proposed to be measured by introducing relevant dummies in the models.

Using the actual data of the Visegrad group (Czech Republic, Hungary, Poland, Slovakia) and
comprising Austrian economy to provide a comparison, both models are estimated. Small
discrepancies according to model in question are evident by following individual economies.
Treating Visegrad as a panel, both models provide an identical result. PIH cannot be applied to
whole economies, nevertheless, as it is shown about 50% of households in the four Visegrad
economies consume according to PIH. Critical years 2008—-2012 (end of the data sample) do not
change this result significantly.

Key Words: Consumption expenditures, permanent income hypothesis, econometric techniques.
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SELECTED ISSUES OF THE MINIMUM WAGE
IN THE CZECH REPUBLIC

Tomas Pavelka, Marek Skala, Jan Cadil

Introduction

The minimum wage can be defined as the
lowest possible level of remuneration that an
employer can pay to an employee for his work.
In the world there are basically two me-
chanisms of the minimum wage settings. The
first is determination of the minimum wage by
law (the legal regulation) and it is called the
statutory minimum wage. The statutory minimum
wage can be applied either to all sectors or
selectively only to certain sectors. The second
mechanism is the setting of minimum wages by
collective agreements. They could be collective
agreements at the company level or higher
level collective agreements, i.e. applied to
certain sectors or particular professions [2]. It is
common that in addition to the basic rate of
minimum wages, there are special reduced
rates, such as for young workers or for persons
with disabilities. Within the European Union, all
Member States apply some form of minimum
wages. Most of them (twenty) use the statutory
minimum wage and other Member States
determine the minimum wage by collective
bargaining.

The minimum wage is the measure of
economic policy which raises conflicting views.
Opponents of the minimum wage mostly
emphasize its negative impact on employment
and often disagree with its social function. On
the contrary, its proponents emphasize its
importance in the fight against poverty, in the
creation of incentives to work, in reducing the
imbalances in labour relations (limiting the
power of employers) or in reducing wage
inequality between the bottom and middle of
the income distribution [9]. Some proponents of
the minimum wage also question the negative
impact of minimum wages on employment and
even state that, under certain conditions, the
minimum wage could lead to employment
growth. Finally, proponents of the minimum
wage indicate that the minimum wage in

today's globalized world can prevent wage and
social dumping [18, p. 3].

For the first time the minimum wage was
introduced in New Zealand and Australia in the
1890’s. In the Australian state of Victoria, the
law on minimum wage was approved in 1896,
under which the labour authorities were created
that defined the lowest wages for five selected
"sweated" industries. One of these industries in
the state of Victoria was the textile industry, in
which workers often created production outside
the premises of the employer (e.g. at home).
The United Kingdom adopted similar law in
1909. In 1938, under the Fair Labour Standards
a minimum wage was enacted in the United
States. In its early days, the institute of
a minimum wage was introduced as a measure
for the eradication of poverty in the "sweated"
industries. Gradually, however, the applicability
of the minimum wages widened. E.g. Canada
and New Zealand gradually increased the force
of the minimum wage from some sectors to
almost all industry at the beginning of the
twentieth century.

Since its introduction in 1991, the minimum
wage has undergone several stages of
development in the Czech Republic. In some
periods the minimum wage was increased, and
in some periods it stagnated. This uneven
development has had an impact on the labour
market. One of the objectives of this article is to
describe the development of the institute of the
minimum wage in the Czech Republic. Attention
will be given not only to the gross nominal
minimum wage, but also the development of
the real and the net minimum wage. The second
objective of the article is to assess whether the
minimum wage fulfills its motivational function,
i.e. if it pays for people to work or if it is better
to live on social benefits. The final part of the
article is devoted to an analysis of the impact of
changes in the minimum wage on unemployment
in the Czech Republic. In addition to the impact
of changes in minimum wages on total
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unemployment, the impact of unemployment of
young people and people with disabilities will
also be examined.

1. The Minimum Wage in
Professional Literature

Considerable attention is devoted to the
minimum wage in world literature. The first
scholarly articles appeared shortly after the first
introduction of a minimum wage in the 19th and
20th century. The extending of the minimum
wage in the United States gave further impetus
to the scientific literature. From the beginning,
economists' views on the minimum wage have
differed. As Leonard says in his article, the
main proponents of the minimum wage were then
prominent economists such as Ely, Commons,
Henry Rogers Seager, Sidney Webb and John
B. Andrews. In contrast, the opponents of the
minimum wage were Alfred Marshall, John
Bates Clark, Frank Taussig, Phillip Wickteed
and A. C. Pigou [10, p. 699]. Opponents of the
minimum wage have come from assumptions
of neoclassical economics, which show that the
increase in the minimum wage must necessarily
lead to a decline in employment [13, p. 7].
British economist Sydney Webb refused this
simple neoclassical model and pointed out the
relationship between the minimum wage and
labour productivity of recipients of the minimum
wage [19, p. 983]. In Webb’s approach can be
found common features with the theory of
efficiency wages, which is a part of the new
Keynesian economics [16, p. 288]. In 1940’s,
George Stigler and Richard Allen Lester were
the key participants of a dispute regarding the
impact of the minimum wages on employment.
Stigler, on the basis of neoclassical approach,
concluded that a stronger increase in employment
cannot be achieved by legislation, and the
introduction of the minimum wage always
causes, in his opinion, growth of unemployment
[1, p. 360]. Lester on the contrary, did not see
the minimum wage as a key factor of reducing
employment: "Market demand is more important
than the wage rates in determining the amount
of employment in the company" [11, p. 81]. In
the following period, it seemed that a certain
consensus that the minimum wage has
a negative impact on employment had been
achieved among economists. The article by
Charles Brown, Curtis Gilroy and Andrew Kohen
from 1982 provides an overview of scientific
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papers from this period. The article by Card and
Krueger from 1994, entitled "Minimum Wage
and Employment: A Case Study of the Fast-
Food Industry in New Jersey and Pennsyl-
vania," significantly enhanced expert debate on
the impact of minimum wages on employment.
In this article, the authors compared the impact
of an increase in the minimum wage on
employment in fast-food restaurants. In 1992
there was an increase in the minimum wage in
the State of New Jersey, while in neighboring
Pennsylvania, the minimum wage had not
changed. The authors concluded that they had
found no evidence that increasing the minimum
wage in New Jersey reduced employment in
fast-food restaurants in this state in comparison
with Pennsylvania [4, p. 792]. Both authors
carried out further studies, which show that the
minimum wage had a positive impact on
employment [5, pp. 389-390]. Neumark and
Wascher in his book Minimum Wage criticized
the results of studies by Card and Krueger and
stated that their own studies as well as studies
of other authors clearly confirm the negative
impact of minimum wages on employment [14,
p. 104].

In Czech literature, the majority of scientific
texts are particularly devoted to the description
of the minimum wage and to a limited extent,
more detailed econometric analysis of the
impact of minimum wages on the labour market
and wage differentiation can be found. One of
the reasons is the unavailability of data and the
relatively short time series. In this context it
should be noted that the minimum wage, as
discussed below, remained unchanged from
2007 until August 2013, which essentially
prevents a recent econometric estimate of the
impact of minimum wages on employment. For
a long time, Bastyf focused his attention on the
issue of minimum wage in the Czech Republic.
For example in his study he argued against
discussed possibility of differentiating the
minimum wage in the Czech Republic by region
[2, p. 12]. In another study, on the contrary,
Bastyf urged a debate over the minimum wage
differentiation within the higher level collective
agreements [1]. The study by Gottwald et al.
analysing the evolution of minimum wages in
1998-2000 concluded that the impact of the
minimum wage on Czech labour market is low
and insignificant [8]. Fialova tried to verify, with
data 1991-2003, if the growth of the minimum

4, XVII, 2014 E M

—

31



EM 04 14 zlom 1.12.2014 11:13 Stréanka 32$

32

Ekonomie

wage increased employment and total income
of poor households. According to the author,
the increase of the minimum wage in this period
did not lead to an increase in labour income of
poor households, and even in the case of the
total income, the minimum wage did not
significantly contribute to its increase. Fialova
also concluded that the increase of share of the
minimum wage to average wage had a significant
impact on the increase in unemployment in the
regions. However, as the author herself stated,
estimates of the elasticity are not very robust
because they are sensitive to the inclusion of
particular variables [7, p. 29]. A similar negative
impact of increasing the minimum wage on
unemployment in the region found in his article
Fialova and Mysikova. According to the
authors, if the share of minimum wage to the
average wage in the region increases by 1%,
the unemployment rate will increase by 0.3 to
0.7%. Estimates of elasticities, however, were
again not too robust [6].

2. The Minimum Wage in
Czechoslovakia and the Czech
Republic

The Minimum Wage before 1989

The institute of the minimum wage began to
expand in Europe at the beginning of the last
century. Decrees of the Minister of trade,
warfare and welfare of the Austro-Hungarian
Empire about wages for sewing textile goods
by order of the army, which were amended
several times, represents the first forms of minimum
wage at the Czech territory. Under these
regulations, the minimum wage depended on
the type of clothing and also on the place of
work. Independent Czechoslovakia did not
establish a minimum wage, which would cover
all employees. However, shortly after the
establishment of an independent state, several
proposals to introduce a general or at least
a professional minimum wage was submitted.
One of the proposals to the National Assembly
in January 1919 was submitted by Member of
Parliament Mecif and his colleagues, which
pointed out that the foundation of Czecho-
slovakia would not only be freedom but social
justice as well. In response to the poor living
conditions of home workers (i.e. that which
worked outside the premises of the employer),
in September 1919, the National Assembly

passed the law which was prepared by Minister
for Social Welfare Dr. Winter [21]. In the
preamble to the Act, Dr. Winter said that there
was a decline in wages as part of the price
undercutting at home workers sector. On the
basis of the Act, central committees were
formed, whose main task was to determine wage
rates. In the newly created Czechoslovakia
a minimum wage was only established for
home workers.

After the World War Il, the minimum wage
in Czechoslovakia did not exist, despite the fact
that the Czechoslovak Socialist Republic
ratified the Conventions of International Labour
Organization on the minimum wage. Conven-
tion No. 26: Minimum Wage-Fixing Machinery
Convention was ratified by Czechoslovakia on
the 12th June 1950 and Convention No. 99:
Minimum Wage Fixing Machinery (Agriculture)
Convention on 21st January 1964. Conven-
tions no. 26 and 99 was ratified by independent
Czech Republic on the 1st January 1993. The
third Convention of the International Labour
Organization No. 131: Minimum Wage Fixing
Convention, from 1970 was not ratified by
Czechoslovakia and then the independent
Czech Republic.

The Minimum Wage after 1989

The minimum wage was introduced in
Czechoslovakia in 1991. The current minimum
wage is regulated by § 111 of Act No. 262/2006
Coll., The Labour Code, as amended and Govern-
ment Decree No 567/2006 Coll. stipulating
minimum wage rates and premiums for work
under dangerous conditions and for work at night,
as amended. According to the Labour Code,
the minimum wage is "... the lowest permissible
level of remuneration in employment
relationship..." [20, § 111]. It is obvious that the
minimum wage is not valid only for traditional
employment contracts in the business or non-
business sector, but also for relations based on
agreement to complete a job or on agreement
to perform certain work. In organizations in
which collective bargaining on wages is carried
out, the minimum wage may be fixed at a higher
level than the statutory minimum wage. In the
case of such organizations in which collective
bargaining on wages does not take place in
determining the amount of the minimum wage
or remuneration agreements, a guaranteed
level of wages is applied in addition to the
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minimum wage. In non-business organizations
in which employees are salaried, in addition to
the minimum wage and guaranteed levels of
wages, a system of wage tariffs are applied [20,
§ 112].

Since the introduction of the minimum wage
in 1991, there were 16 amendments of its amount.
Monthly and hourly rates of nominal gross
minimum wages are shown in Table 1. Three
periods of development of the minimum wage
in the Czech Republic can be described since
1991.

The first period is bounded by the years
1991 and 1998. Within this period, the minimum
wage was increased four times. The monthly mi-
nimum wage increased from 2,000 to 2,650 CZK,
i.e. 650 CZK or 32.5%. The average annual
rate of increase in the minimum wage was
3.6% in this period. Increases in the minimum
wage during this period can be described as
very low with respect to the price level and the
average wage. The significance of the minimum
wage, in particular of its social role, declined
during this period. Explanation of relatively low
growth of the minimum wage in the first period
is associated with the political orientation of the
then Czech government. Right-wing conservative
governments are mostly sceptical of the
institute of the minimum wage. The minimum
wage is understood as a distortion of the
market mechanism for setting wages, which is
associated with rising unemployment.

The second period can be defined from
1999 to 2006. It was a period during which
there were regular increases in the minimum
wage, usually with effect from 1 January of the
year (there were also increases in the minimum
wage from July of 1999, 2000 and 2006). The
total monthly nominal wage increased by 5,305
CZK between 1999 and 2006, i.e. an increase
of more than 200%. When adjusted for one
year, the average growth rate of nominal
minimum wage was about 14.7%, which was
more than 11 percentage points more compared
to the first period. The second period is
characterized by a leftist orientation of Czech
governments (with the exception of the
government of Prime Minister ToSovsky). The
raising minimum wage led again to a renewal
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its social and motivational functions. In the
previous period, the minimum wage had fallen
below the living minimum of independently
living individuals, thus the motivation to look for
a job or keep a job was reduced. The gradual
increase in the minimum wage reversed this
negative development. The importance of the
minimum wage in the second period is evident
from the fact that the minimum wage was
mentioned in the program declarations of
governments during this period, when the
Czech government also adopted the Social
Charter of the Council of Europe, which also
includes the right to remuneration ensuring
a decent standard of living for workers and their
families.

The third period is the period between 2007
and 2012. In January 2007, the monthly
nominal minimum wage was increased by 55
CZK up to 8,000 CZK. The Czech government
did not increase the nominal minimum wage for
more than five years, which was unique within
the European Union. The motivational and
social function of the minimum wage gradually
decreased during this period.

Lastly, the monthly minimum wage was
increased by 500 CZK or by 6.25% from August
2013. It seems that a new period of development
of the minimum wage begins from that year, as
the newly created government declared its
intention to further increase the minimum wage.

In addition to the basic minimum wage,
reduced rates for young employees and
employees who are eligible for disability
retirement existed until the end of 2012. Since
January 2013 these reduced rates were revoked
and there was only a basic minimum wage.
Reduced rates were applied due to the lower
labour productivity of listed groups. The cancellation
of reduced rates of minimum wages reflected
the desire for equal status of persons with
disabilities and youth in remuneration. Low
willingness of employers to employ people with
disabilities has led to the fact that the minimum
wage for people with disabilities has not
changed since August 2013. Or, in other words,
there is a reduced rate for people with
disabilities (8,000 CZK) in addition to the basic
rate of minimum wages (8,500 CZK) again now.
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The development of the gross nominal minimum wage in the Czech Republic

Valid from Monthly minimum wage Hourly minimum wage
(the 1st day of month) (CZK) (CZK)
1991 February 2,000 10.80
1992 January 2,200 12.00
1996 January 2,500 13.60
1998 January 2,650 14.80
1999 January 3,250 18.00
July 3,600 20.00
2000 January 4,000 22.30
July 4,500 25.00
2001 January 5,000 30.00
2002 January 5,700 33.90
2003 January 6,200 36.90
2004 January 6,700 39.60
2005 January 7,185 42.50
2006 January 7,570 44.70
July 7,955 48.10
2007 January 8,000 48.10
2013 August 8,500 50.60

3. Trends in the Minimum Wagfe
in the Czech Republic and Its
Relation to Some Socio-Economic
Variables

Development of the Nominal and Real
Minimum Wage

In addition to the development of nominal wage,
it is necessary to consider also the development
of its purchasing power. Figure 1 shows the
development of real minimum wage.

The starting amount of the monthly minimum
wage was set to 2,000 CZK in 1991. During the
first period (1991-1998) the government
increased it in only three years: 1992 (10%),
1996 (13.6%) and 1998 (6%). However, the
price level increased annually, with the highest
increase of 20.8% in 1993 thanks to the effect
of the value added tax introduction. In the other
years of the first period, the inflation rate
ranged from 8 to 11%. The first period is
therefore possible to characterize by the
decrease in purchasing power of the minimum
wage (except for 1996). It is evident that the

Source: [12]

social function of the minimum wage during this
period decreased gradually. In 1998, the
minimum wage amounted to only 63% of its
purchasing power in 1991.

The second period, between 1999 and
2006, is characterized by rapid increases in
monthly minimum wage. The minimum wage
increased every year and in three years (1999,
2000, 2006) even twice a year. Overall, the
growth in minimum wage exceeded the price
level in this period and the government managed
to eliminate the decline in real minimum wage
in the previous period. The nominal minimum
wage in this period increased on average by
14.7%, while the average annual increase in
the price level was only about 2.5%. With the
rapid growth of the nominal minimum wage its
real value gradually increased and in 2006
reached 156% of its value from 1991.

The third period, 2007-2012, is characte-
rized by a decline in the real minimum wage.
The government raised the monthly nominal
minimum wage only by 0.56 % (or by 55 CZK)
in year 2007. In the remaining years, the
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nominal minimum wage remained unchanged
and amounted to 8,000 CZK. The average
annual increase in the price level in the third
period was 2.8%. The largest decline in the real
minimum wage was in 2008 (-5.9%), when the
price level rose quickly, by 6.3%, due to some
measures taken in connection with the reform
of public finances (an increase of reduced VAT
rate from 5% to 9% and the introduction of
regulatory health care fees) and due to the

Economics

increase in food prices and regulated energy
prices. Therefore, there was an increase in
prices, especially those items of the consumer
basket, which are dominant in the spending of
low wage earners, in which recipients of the
minimum wage can be included. During the third
period, the purchasing power of the minimum
wage gradually decreased, and in 2012 it
amounted to only 137% of its value in 1991.

m Real changes of the minimum wage in the Czech Republic
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Gross and Net Minimum Wage

Besides the development of the price level, the
amount of goods and services that the
minimum wage beneficiary can obtain for it is
also influenced by developments in the field of
taxation. The actual tax rate, the amount of
deductibles and development of rates of health
and social insurance play their role. Social
security contributions paid by employees
include sickness insurance, pension insurance
and contribution to the state employment
policy. Household composition also has
a significant impact on the net minimum wage.
A number of model cases for further analysis
can be found, however, in this paper two cases

Source: own calculation

will be used. The first case will be an employee
who is unmarried and has no dependent
children. The second case is a single employee
with one dependent child. It can be assumed
that the typical recipient of the minimum wage
will be represented by one of these cases.
Until 1992 there was only the payroll tax,
which was regulated by Law No. 76/1952 Coll
[22]. For employees without children and with
one child, the standard rate was increased by
60%. In 1993 there was a tax reform, under
which a progressive personal income tax (6 bands
from 15% to 47%) was introduced and
a system of tax deductible items (among others
for a taxpayer and for a child) was introduced
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too. Due to the tax reform, the only decline in
net minimum wage occurred in 1993. For
employees without dependent children the net
minimum wage decreased by 2% and for the
employees with one dependent child by 0.5%.
The existence of child allowance was a cause
of a lower decrease in the net minimum wage
for employees with one child. In the following
years, there were increases in the basic
allowance for the taxpayer and the child
allowance and also decreases in the total
insurance rates paid by employees. Because of
these, the net minimum wage increased more
than the gross minimum wage.

In 2005 there was a significant change:
child allowance was exchanged for a child
credit, in the amount of 6,000 CZK per year.

Tax credits are deducted directly from the
calculated tax, not from the tax base as in the
case of deductible items in previous years. More-
over, if the tax credit exceeds the tax liability of
the taxpayer, there is a tax bonus for which
taxpayer can apply for under the conditions set
by law. In 2006, the tax credit directly for the
taxpayer itself was established. In this case,
however, there is no tax bonus. Tax credits on
the taxpayer's and especially per child were
increased in some subsequent years, which led
to the growth of the net minimum wage even in
years in which the gross minimum wage did not
change. It is worth mentioning that since 2008,
so-called super gross wage and credits per
taxpayer and child have been introduced, thus
again the minimum wage in the net increased.

The gross and net minimum wage in the Czech Republic

Gross minimum Net minimum wage Net minimum wage of
wage of employee without child employee with one child
1991 2,000 1,597 1,597
1992 2,200 1,912 1,912
1993 2,200 1,873 1,903
1994 2,200 1,888 1,903
1995 2,200 1,909 1,909
1996 2,500 2,187 2,187
1997 2,500 2,187 2,187
1998 2,650 2,318 2,318
1999 3,600 3,114 3,150
2000 4,500 3,782 3,938
2001 5,000 4,194 4,375
2002 5,700 4,715 4,988
2003 6,200 5,087 5,381
2004 6,700 5,458 5,778
2005 7,185 5,818 6,319
2006 7,955 6,725 7,225
2007 8,000 6,760 7,260
2008 8,000 7,000 7,890
2009 8,000 7,120 8,010
2010 8,000 7,120 8,087
2011 8,000 7,120 8,087
2012 8,000 7,120 8,237
2013 (August) 8,500 7,565 8,682

Source: [12], own calculation
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The gross monthly minimum wage did not
change from 2007 to 2012 and was 8,000 CZK.
In the case of an employee without dependent
children, the net monthly minimum wage did
not change in the period 2009-2012 and was
7,120 CZK. In the case of employee with one
dependent child, the net monthly minimum
wage increased to 8,237 CZK in 2012, which
was more than the gross monthly minimum
wage. This particular "paradox” was caused by
the existence of a tax bonus for child. The
increase in gross minimum wage in August
2013 led to a corresponding increase in the net
minimum wage as well.

From the calculated values in the Table 2 it
is clear that in the year of the minimum wage
introduction, beneficiaries of the minimum
wage pay about 20% of their wage in the form
of tax and insurance. In the following years, the
share of net to gross minimum wage increased
and stabilized at 86-87.5%. Since 1999,
however, in the case of an employee without
dependent children, this share began to decline
and reached its lowest level in 2005, when the
net minimum wage was only 81% of the gross
minimum wage. For the employee with one
child, the share of net minimum wage to gross
minimum wage, with the exception of a slight
decline in the years 2003-2004, remained
basically unchanged and amounted to about
87.5% till 2005. In 2008-2012, there was no
change of gross monthly minimum wage, but in
the case of employee with one dependent child,
the proportion of the net minimum wage to the
gross minimum wage increased due to
adjustments in taxation and insurance. In 2009,
the net minimum wage exceeded the gross
minimum wage in the case of employee with
one dependent child, which was due to the
existence of the tax bonus per child. Since
August 2013, the share of the net minimum
wage to gross minimum wage for an employee
with one dependent child is 102%. An
employee without a dependent child pays 11%
of their gross salary in the form of income tax
and insurance since August 2013.

Motivational Function of the Minimum Wage
To assess whether the minimum wage is set up
to encourage the recipient to work, or at least to
seek employment, the net minimum wage is
very often compared to the living minimum. In
order to fulfil its motivational function, the net
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minimum wage must be sufficiently higher than
the living minimum. Only slightly higher
minimum wage than the living minimum is not
sufficient to ensure that the recipient will look
for a job or be willing to keep a current job. Jobs
are related to some other costs that cannot be
essentially aggregately quantified, such as the
cost of transport to job, loss of leisure time
value, etc. In this context, it is necessary to
mention that the living minimum included the
amount needed to sustenance and other basic
personal needs and the amount needed to
cover necessary expenses connected with
housing. Since 2007, however, an amount
necessary to cover the cost of housing is not
a part of the living minimum. These costs are
included in the housing allowance. In the
analysis, a variety of model situations can be
used. The living minimum is affected by the
number of people in the household and by the
age of children. Also, the housing allowance
depends on the number of people in the
household and on the age of children, but in
addition also on whether the household lives in
a rental or cooperative (or own) flat, and also
on the size of the city.

The Table 3 shows how the net minimum
wage deviates from the living minimum plus the
housing allowance for an employee without
dependent children and for an employee with
one dependent child aged 10 to 15 years. The
situations when the household lives in Prague
or in a small town up to 9,999 inhabitants are
compared. Note: For more details with general
wage developments in the regions deals
Zdenék et al [23]. The cases when the
household has a rental flat, a cooperative flat,
or their own flat are compared in both situations
(In the model cases, it is not taken into account
that the housing allowance is provided for
a maximum).

From the Table 3 it is obvious that in the
case of a household without a dependent child
the living minimum exceeded the net minimum
wage since the introduction of the minimum
wage in 1991 until 1999. In this period there
was no difference between households living in
Prague and in a small town, or between rental
and cooperative flat. The rapid increase of the
gross minimum wage between 1999 and 2006
and the partial adjustment of the tax on
personal income and insurance led to the fact
that the motivation to look for a job gradually
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strengthened in the case of households with no
dependent children. The stagnation of the
gross minimum wage and the slight impact of
tax and insurance adjustments on the net minimum
wage in the following years, associated with the
rapidly growing housing allowance, led to
a gradual decline in excess of the net minimum
wage against the living minimum, which was
increased by a housing allowance for single
households without dependent children. In the
case of a person living in a rental flat in Prague,
the living minimum plus housing allowance has
exceeded the net minimum wage since 2010.
In this situation, an employee without dependent

(including housing allowance)

children and living in a rental flat in Prague who
receives or would have received a minimum
wage would gradually lose the motivation to
maintain his job or to find a new job. If a person
without dependent children lived in a small town
or in a cooperative or a private flat in Prague, the
net minimum wage has been exceeding the
living minimum (including housing allowance)
for long term. Since 2006, however, this surplus
has been gradually decreasing. The increase in
the gross minimum wage from August 2013
slightly heightened the motivation to seek a job
in the case of individuals without dependent
children in a small town.

A comparison of the net minimum wage and the living minimum

Employee without child Employee + child (10 to 15 years)
rental flats co-op., own flat rental flats co-op., own flat
Prague | lessthan | Prague | lessthan | Prague | lessthan | Prague | less than
9,999 inhab. 9,999 inhab. 9,999 inhab. 9,999 inhab.

1991 -103 -103 -103 -103 -1,303 -1,303 -1,303 -1,303
1992 212 212 212 212 -988 -988 -988 -988¢
1993 -87 -87 -87 -87 1,417 -1,417 -1,417 1,417
1994 272 272 272 272 -1,757 -1,757 -1,757 -1,757
1995 -531 -531 -531 -531 -2,151 -2,151 -2,151 -2,151
1996 -703 -703 -703 -703 -2,553 -2,553 -2,553 -2,553
1997 -853 -853 -853 -853 -2,793 -2,793 -2,793 -2,793
1998 -1,112 -1,112 -1,112 -1,112 -3,162 -3,162 -3,162 -3,162
1999 -316 -316 -316 -316 -2,330 -2,330 -2,330 -2,330
2000 12 12 12 12 -1,942 -1,942 -1,942 -1,942
2001 94 94 94 94 -1,955 -1,955 -1,955 -1,955
2002 615 615 615 615 -1,342 -1,342 -1,342 -1,342
2003 987 987 987 987 -949 -949 -949 -949
2004 1,358 1,358 1,358 1,358 -552 -552 -552 -552
2005 1,518 1,518 1,518 1,518 -251 -251 -251 -251
2006 2,305 2,305 2,305 2,305 495 495 495 495
2007 1,389 2,112 2,492 2,336 -812 232 752 510
2008 786 2,065 2,315 2,159 -1,347 374 689 447
2009 0 1,767 1,979 1,823 -2,516 -125 145 -97
2010 -789 916 1,732 1,576 -3,558 -1,244 -121 -363
2011 -1,275 639 1,365 1,209 -4,242 -1,651 -643 -885
2012 -2,165 354 850 680 -5,339 -1,923 -1,237 -1,501
2013 2,311 513 782 782 -5,764 -1,900 -1,571 -1,671

Source: own calculation
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In the case of a two-person household with
one dependent child aged 10 to 15 years, the
net minimum wage was only higher than the
living minimum plus housing allowance for all
considered situations in 2006, and in some
situations in 2007—2009. This was mainly due
to the adjustment of tax credits and the partial
adjustment of insurance rates. In all other
years, it is clear that for two-person households
in which one dependent child is aged 10 to 15
years, the setting of the minimum wage
demotivated people from finding a new job or
keeping a current job.

4. Impact of the Minimum Wage on

Unemployment
Considerable attention to the impact of the mini-
mum wage on employment and unemployment
is devoted in the world and partly in the Czech
professional literature as well. Empirical studies
do not provide clear conclusions. In the Czech
Republic, the analysis of the impact of the
minimum wage on unemployment is additionally
complicated by the fact that the minimum wage
was not changed for a relatively long period. In
spite of this limitation, a statistical analysis of
the impact of raising the minimum wage on the
unemployment rate will be made in this part. In
addition to the impact of a rise of the minimum
wage on overall unemployment, the impact on
young people and people with low levels of
education, who are more likely to receive the
minimum wage, will be examined as well. Overall
unemployment is perceived as unemployment
of labour force aged 15 to 64 years in this
article. Youth unemployment will be examined in
the group aged 15-24 years and unemployment
among people with low education will be
examined in the group of people with education
levels 0-2 (according to ISCED-97; ISCED 0 —
Pre-primary education, ISCED 1 — Primary
education and ISCED 2 — Lower secondary
education).

For testing in all three cases a simple linear
model of the dependency of the unemployment
rate on the minimum wage cannot be used. First
the data are partly non-stationary of degree 1
according to standard ADF test. The only variable
which is 1(0) is the nominal wage. Using the first
differences in logarithms for these variables
would solve this problem. Second the
unemployment rate (and its dynamics as well)
is highly dependent on other factors, especially
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on the real output growth. This variable must be
included in the model to control for this depen-
dency. Moreover there is no strong collinearity
between the growth of minimum wages and
output growth which allows us to include both
variables simultaneously. Third we found strong
autocorrelation of unemployment growth rate at
first lag which means we should include
a lagged unemployment rate growth term in our
estimate. Fourth for all three cases which were
analyzed residuals were autocorrelated when
the LM serial correlation test was applied. We
therefore decided to add the AR(1) term for
residuals as well for the final model.

Generally, the final semi-growth LVAR
model to be estimated can be expressed by the
equation:

dlog(u,) = by + by log(mw,) + b,d log(u,_1) + bzdlog(y,) + &,

& = PE—1 e
(1)

Where u, — is the unemployment rate in
a given quarter, MW, — is the nominal minimum
wage in a given quarter, is the
unemployment rate in the previous quarter, y, is
GDP in constant (2005) prices in a given
quarter and ¢ — is a level constant. The
differences of logarithms approximate growth
rates, residuals contain the AR(1) process.

Uy —

To analyze the dependence between the
dynamics of unemployment and minimum wage,
yearly growth rates for 1998-2011 on quarterly
basis are used. Data for the unemployment rate
come from the Labour Force survey, which is
published by Eurostat. UTOT stands for the
case of the total unemployment rate, U15 for
the unemployment rate of young people in age
15-24 and UEDU for the unemployment rate of
people with low education.

The Minimum Wage and Overall
Unemployment

The results of the statistical analysis of the
relationship between growth in the minimum
wage and growth in the overall unemployment
rate are presented in table 4. We clearly see
that the minimum wage is statistically insignificant
which means, that raising the minimum wage
has no effect on growth of unemployment rate
in the Czech Republic. On the other hand the
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link between unemployment and output growth
is quite accepted by conventional wisdom — output
acceleration leads to lower unemployment.
Moreover we see that unemployment is
autocorrelated as assumed which means that

the total unemployment rate

higher unemployment dynamics leads to higher
dynamics in the future which is again in line
with standard economic theory (hysteresis and
two-way causality between unemployment and
output growth).

Estimation of equation no. 1 for the relation between the minimum wage and

Dependent Variable: DLOG(UTOT,0,4)
Method: Least Squares

Sample (adjusted): 1999Q3 2011Q4
Included observations: 50 after adjustments

Convergence achieved after 12 iterations

Variable Coefficient Std. Error t-Statistic Prob.
LOG(MW) -0.027501 0.120822 -0.227619 0.8210
DLOG (Y,0,4) -0.029850 0.006329 -4.716373 0.0000
DLOG(UTOT(-1),0,4) 0.584211 0.104015 5.616578 0.0000
C 0.322263 1.071148 0.300858 0.7649
AR(1) 0.737435 0.140827 5.236452 0.0000
R-squared 0.941965 Mean dependent var -0.010425
Adjusted R-squared 0.936806 S.D. dependent var 0.190087
S.E. of regression 0.047785 Akaike info criterion -3.149585
Sum squared resid 0.102752 Schwarz criterion -2.958382
Log likelihood 83.73962 Hannan-Quinn criter. -3.076774
F-statistic 182.5989 Durbin-Watson stat 2.206213
Prob(F-statistic) 0.000000

The Minimum Wage and Unemployment of
Young People

The results of the statistical analysis of the rela-
tionship between growth in the minimum wage
and growth in the rate of unemployment among
young people are presented in the table 5.

Source: own calculation using EViews

From our results it appears again that there is
no significant effect of the minimum wage on
the unemployment dynamics of this group.
Regarding the other explanatory variables, we
see a higher effect of output growth on
unemployment and only a very slightly lower
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effect of lagged growth in the unemployment
rate. We may conclude that this group is more
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sensitive to changes in economic performance,
i.e. recession will harm this group more than others.

Estimation of equation no. 1 for the relation between the minimum wage and
the unemployment rate of young people

Dependent Variable: DLOG(U15,0,4)
Method: Least Squares

Sample (adjusted): 1999Q3 2011Q4
Included observations: 50 after adjustments

Convergence achieved after 12 iterations

Variable Coefficient Std. Error t-Statistic Prob.
LOG(MW) -0.027322 0.119208 -0.229195 0.8198
DLOG (Y,0,4) -0.036865 0.009486 -3.886292 0.0003
DLOG(U15(-1),0,4) 0.533803 0.138654 3.849894 0.0004
C 0.359999 1.057875 0.340303 0.7352
AR(1) 0.582046 0.192816 3.018669 0.0042
R-squared 0.905532 Mean dependent var 0.009570
Adjusted R-squared 0.897134 S.D. dependent var 0.237114
S.E. of regression 0.076049 Akaike info criterion -2.220241
Sum squared resid 0.260254 Schwarz criterion -2.029039
Log likelihood 60.50603 Hannan-Quinn criter. -2.147430
F-statistic 107.8375 Durbin-Watson stat 2.087417
Prob(F-statistic) 0.000000

The Minimum Wage and Unemployment of
People with Low Levels of Education

The results of the statistical analysis of the
relationship between growth in the minimum
wage and growth in the unemployment rate of
people with low levels of education are in the
Table 6. It is obvious that again the impact of
the minimum wage on unemployment is
insignificant. From the other variables’ point of
view, we see that this group of people is less

Source: own calculation using EViews

sensitive to changes in output growth than
others, but there is still a negative relation between
output growth and unemployment dynamics.
On the other hand, we see high dependency on
lagged values of unemployment. This can be
explained by the higher probability of these
people to stay unemployed for a longer time —
their hysteresis is probably higher than in other
groups.
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Estimation of equation no. 1 for the relation between the minimum wage and
the unemployment rate of persons with low levels of education

Dependent Variable: DLOG(UEDU,0,4)
Method: Least Squares

Sample (adjusted): 1999Q3 2011Q4
Included observations: 50 after adjustments

Convergence achieved after 7 iterations

Variable Coefficient Std. Error t-Statistic Prob.
LOG(MW) -0.024914 0.057641 -0.432224 0.6676
DLOG (Y,0,4) -0.016220 0.004701 -3.450343 0.0012
DLOG(UEDU(-1),0,4) 0.614742 0.142450 4.315490 0.0001
C 0.277144 0.513227 0.540002 0.5919
AR(1) 0.383901 0.220864 1.738178 0.0890
R-squared 0.858718 Mean dependent var 0.022765
Adjusted R-squared 0.846160 S.D. dependent var 0.133244
S.E. of regression 0.052261 Akaike info criterion -2.970476
Sum squared resid 0.122907 Schwarz criterion -2.779274
Log likelihood 79.26191 Hannan-Quinn criter. -2.897665
F-statistic 68.37804 Durbin-Watson stat 2.166429
Prob(F-statistic) 0.000000

Conclusions

The minimum wage in the Czech Republic was
established in 1991 and since then, the
government has changed its amount 16 times.
In the first years after the introduction of the
minimum wage, the minimum wage was
increased slower than the increase in the price
level, and therefore the real minimum wage
decreased. In the period 1999-2006 the
government increased the minimum wage
faster than the price level increase. Since 2007,
however, due to the stagnation of the minimum
wage, the real minimum wage has declined.

Source: own calculation using EViews

The purchasing power of the minimum wage
was in addition to the price level also affected
by adjustments of the rates of taxes and social
and health insurance. As a result of these
adjustments, the net minimum wage increased
in some cases, even though the gross
minimum wage stagnated. This was true
especially in the case of the recipient of the
minimum wage with a dependent child.

If the minimum wage is sufficiently higher
than the living minimum, the minimum wage
fulfils its motivational function. The analysis
shows the net minimum wage has been lower
than the living minimum in recent years in the
case of a person with one dependent child. For
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these persons it is therefore more favourable to
rely on social benefits than to seek a job. The
same is also true for a person without
dependent children who lives in a rental flat in
Prague.

From the analysis it is clear that the
relationship between changes of the minimum
wage and changes in the unemployment rate in
the Czech Republic is inconclusive. No
statistically significant relation between
unemployment dynamics and minimum wage
could be found. To conclude, raising the
minimum wage will probably have no negative
effect on unemployment. This holds true for
general unemployment but also for the
unemployment of low educated and young
people. On the contrary, our analysis has
shown a clear effect of output growth on
unemployment dynamics. We can see different
reactions among selected groups as
unemployment of young people seems to be
quite sensitive to output growth. Also
a significant dependency on lagged growth of
unemployment was found. This can be
explained by well-known problem of hysteresis
on the labour market. It was discovered that
people with lower education in particular tend to
exhibit a higher tendency to hysteresis.

The article is one of the outputs from the
research project “Flexibilita trhu prace Ceské
republiky” registered with the University of
Economics, Prague under the number IGS
MF/19/2012.

References

[1] BASTYR, |. Porovnani trovné, vyvoje a po-
staveni minimalnich mezd a minimalnich nakladd
prace ve statech Evropské unie. Analyza statis-
tickych Gdajg. Praha: VUPSV, 2007. ISBN 978-80-
87007-80-8.

[2] BASTYR, |. Vybrané aktuéini problémy uplat-
riovéani minimaini mzdy v CR. Praha: VUPSYV, 2005.
[3] BROWN, C., GILROY, C., KOHEN, A. The Effect
of the Minimum Wage on Employment and Unem-
ployment. Journal of Economic Literature. 1982,
Vol. 20, No. 2, pp. 487-528. ISSN 0022-0515.

[4] CARD, D., KRUEGER, A. B. Minimum Wage
and Employment: A Case Study of the Fastfood
Industry in New Jersey and Pennsylvania.
American Economic Review. 1994, Vol. 84, No. 4,
pp. 772-793. ISSN 0002-8282.

EM 04 14 zlom 1.12.2014 11:13 Stréanka 43$

Economics

[5] CARD, D., KRUEGER, A. B. Myth and
Measurement: The New Economics of the
Minimum Wage. Princeton: Princeton University
Press, 1995. ISBN 0-691-048231.

[6] FAILOVA, K., MYSIKOVA, M. The Minimum
Wage: Labour Market Consequences in the Czech
Republic. Finance a uvér — Czech Journal of
Economics and Finance. 2009, Vol. 59, No. 3, pp.
255-274. ISSN 0015-1920.

[71 FIALOVA, K. Minimélini mzda: vyvoj a eko-
nomické souvislosti v Ceské republice. Charles
University, 2007, No. 7. IES Working Paper.

[8] GOTTWALD, J., HANCLOVA, J., PYTLIKOVA, M.
Minimum Wage and Its Impact on Wage
Distribution, Unemployment and Hours Worked.
In: GOTTWALD, J., et al. Determinants of
individual pay and firms pay structures in the
Czech Republics. Ostrava: VSB-TU Ostrava,
2002. ISBN 80-248-0150-7.

[9] GREGG, P. The use of wage floors as policy
tools. OECD Economic Studies no. 31 [online].
OECD, 2000 [cit. 2014-01-10]. pp. 133-146.
(PDF). Available from: http://www.oecd.org/tax/
publicfinanceandfiscalpolicy/33709377 .pdf.

[10] LEONARD, T.C. ,More Merciful and Not Less
Effective”: Eugenics and American Economics in
the Progressive Era. History of Political Economy.
2003, Vol. 35, No. 4, pp. 687-712. ISSN 0018-2702.
[11] LESTER, R. A. Shortcomings of Marginal
Analysis for Wage-Employment Problems.
American Economic Review. 1946, Vol. 36, No. 1,
pp. 63-82. ISSN 0002-8282.

[12] MINISTRY OF LABOUR AND SOCIAL
AFFAIRS OF THE CZECH REPUBLIC. Minimalni
mzda [online]. Praha: MPSV, c2014 [cit. 2014-01-
10]. Available from: http://www.mpsv.cz/cs/870.
[13] NEDOMLELOVA, 1. Milton Friedman: Remem-
brance of Personality and Economist. E+M
Ekonomie a Management. 2008, Vol. 11, Iss. 1,
pp. 6-13. ISSN 1212-3609.

[14] NEUMARK, D., WASCHER, W. L. Minimum
Wages. Massachusetts: The MIT Press, 2008.
ISBN 978-0-262-14102-4.

[15] PAVELKA, T. The minimum wage in the Czech
Republic — the instrument for motivation to work?
In: 6th International Days of Statistics and Eco-
nomics [online]. Melandrium, 2012 [cit. 2014-01-10].
9 p. (PDF). Available from: http:/msed.vse.cz/files/
2012/Pavelka_2012.pdf. ISBN 978-80-86175-86-7.
[16] SOUKUP, J., et al. Makroekonomie: Moderni
pristup. Praha: Management Press, 2007. ISBN
978-80-7261-174-4.

4, XVII, 2014 E M

—

43



EM 04 14 zlom 1.12.2014 11:13 Stréanka 44$

44

Ekonomie

[17] STIGLER, G.J. The Economics of Minimum
Wage Legislation. American Economic Review. 1946,
Vol. 36, No. 3, pp. 358-365. ISSN 0002-8282.

[18] VAUGHAN-WHITEHEAD, D. The minimum wage
revisited in the enlarged EU. Geneva: International
Labour Office, 2008. ISBN 978-92-2-121987.

[19] WEBB, S. The Economic Theory of a Legal
Minimum Wage. The Journal of Political Economy.
1912, Vol. 20, No. 10, pp. 973-998. ISSN 0022-3808.
[20] Zakon ¢&. 262/2006 Sb., zakonik prace, ve
znéni pozdéjsich predpisu.

[21] Z&kon ¢&. 29/1920 Sb., zakon o Upravé
pracovnich a mzdovych pomérd domacké prace.

[22] Zakon €. 76/1952 Sb, zakon o dani ze mzdy.

[23] ZDENEK, R., STRELECEK, F. Hodnoceni
vyvoje zaméstnanosti, prdmérné mzdy a pro-
duktivity prace pomoci shift-share analyzy. E+M
Ekonomie a Management. 2012, Vol. 15, Iss. 3,
pp. 4-15. ISSN 1212-3609.

doc. Ing. Tomas Pavelka, Ph.D.
University of Economics, Prague
Faculty of Business Administration
Department of Microeconomics
pavelkat@vse.cz

Ing. Mgr. Marek Skala, Ph.D.
Technical University of Liberec
Faculty of Economics
Department of Economics
marek.skala@tul.cz

doc. Ing. Jan Cadil, Ph.D.

Banking Institute Research Centre (BIRC)
University of Economics, Prague
Department of Economics

jcadil@bivs.cz

E M 2014, XVII, 4



EM 04 14 zlom 1.12.2014 11:13 Stréanka 45$

Economics

SELECTED ISSUES OF THE MINIMUM WAGE IN THE CZECH REPUBLIC

Tomas Pavelka, Marek Skala, Jan Cadil

The minimum wage is one of the measures of economic policy, which raises contradictory
reactions. The Czech Republic is one of twenty EU Member States that have implemented
a statutory minimum wage. Since its introduction in 1991, the gross minimum wage was increased
sixteen times by the government. In addition to increases in the gross minimum wage, the
purchasing power of the minimum wage is affected by the development of price levels and also by
changes in tax and social security and health insurance. In the Czech Republic three periods in the
development of the minimum wage can be distinguished. In the first years after its introduction, the
gross minimum wage did not increase significantly and its real value declined. The period
1999-2006 is a period of rapid growth in both the nominal and the real minimum wage. In the
period 2007-2012, the nominal wage was constant and its real value gradually decreased. These
three phases correspond to the political orientation of Czech governments. Leftist governments
raised minimum wages faster than right-wing governments. The article also provides an analysis
of the motivational function of the minimum wage. It compares the net minimum wage with the
living minimum. It appears that the motivational function of the minimum wage has been reducing
in recent years. This is true especially for persons with dependent children. The last part of the
article includes an analysis of the relationship between the increase in the minimum wage and the
unemployment rate in the Czech Republic. In addition to total unemployment, the impact of the
minimum wage on unemployment of young people and people with low levels of education is
analyzed. It shows that there is no clear relationship between the minimum wage and the
unemployment rates in the Czech Republic.

Key Words: Employment, minimum wage, unemployment.
JEL Classification: J31, J38.
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IMPACT OF GROUP INTERACTIONS ON
FARMERS’ ENTREPRENEURIAL BEHAVIOUR

H.R.M.P. Abeyrathne, L.N.A.C. Jayawardena

Introduction

Amidst the diversity of approaches to examine
it, one can find different definitions for entre-
preneurship. Drucker identified entrepreneurs
as people who see “change” as the standard,
and actively go looking for existing change in
order to exploit it [13]. There is a long history of
economic research on entrepreneurship. In
‘Theory of Economic Development’ Schumpeter
viewed the entrepreneur as an agent of change
that is the source of his famous creative
destruction [31]. Schumpeter identified an
entrepreneur could be a single person, the
country itself, or its agenda, can act as an
entrepreneur [12]. He indicated that successful
entrepreneurs elicit widespread imitation and it
“presupposes a great surplus force over the
everyday demand’ [31]. In developing countries
an entrepreneur is identified as a person who is
self-employed, earns his living, establishes his
business and has a status in society [14].
Webster’s Dictionary [34] defines entrepre-
neurship as “creation of a new, innovative,
profit oriented, visionary economic organization
that exists in uncertain environments carrying
some risk”. In other words, an entrepreneur can
recognize an opportunity, and add value
through the resources. Empirical evidences sug-
gest entrepreneurial behaviour as a function of
the characteristics of the person and the
environment [10]. Solanki and Soni [32] viewed
that an entrepreneur may be differentiated not
only in terms of the kind of activities he pursues
but in the context of his life style, attitudes,
values and behaviour contributing to the
entrepreneurial personality. Findings suggest
that entrepreneurship is conceived as
a personal quality enabling individuals to make
decisions with far reaching consequences, and
success by acting differently from others.
These results influence other people to change

their mind too. Many contextual factors may
exert an influence on entrepreneurial behaviour
and success [37]. Entrepreneurs discover new
sources of supply of materials and markets and
they establish more effective forms of
organizations and perceive new opportunities
with super-normal will power and energy,
essential to overcome resistance that social
environment offers [32]. Entrepreneurs have
been instrumental in initiating socio-economic
development.

1. Entrepreneurship in Agriculture

Agricultural development facilitates a better
living standard for farmers by producing more
and selling more. Farming success tends to
increase farmers’ self-confidence. Increased
contacts with merchants and government
agencies would draw farmers into a closer
acquaintance with the world beyond them [22].
Compared with other enterprises, agriculture
has some unique problems, as it heavily
depends on a biological relationship affected by
the factors like climate, diseases, pests, storage,
and fluctuation of price. An entrepreneur has
little or no control over many of these factors. In
the existing dynamic and competitive economic
environment, collective efforts of farmers
empower them with greater control [22].
Entrepreneurial behaviour of farmers has an
impact on their profit making. Entrepreneurial
behaviour depends on a number of factors like
risk taking, feedback usage, persistence, hope
of success, confidence, knowledge, manageability,
achievement motivation, pursuability, and
innovativeness [25]. Solanki and Soni [32] have
identified 15 indicators of entrepreneurial beha-
viour viz; Decision making ability, Economic
motivation, Market orientation, Knowledge of
improved technology, Ability to coordinate avai-
lable resources, Risk taking ability, Ability to solve
problems, Credit orientation, Self-confidence,
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Scientific orientation, Communication skills,
Experiences, Achievement motivation, Perceiving
opportunities, and Perceiving management
services. Chaudhari et al. [9] indicated
entrepreneurial behaviour to be based on nine
characteristics, viz. innovativeness, achievement
motivation, decision making, risk orientation,
co-coordinating ability, planning, information
seeking behaviour, cosmopoliteness and self-
confidence. And they developed an index to
measure the entrepreneurial behaviour of dairy
farmers. Mayer & Jencks [24] have indicated
the profound influence of neighbouring peers
on individuals throughout their life spans.
Individual’s entry to entrepreneurship (rely on
theories of social norms and individual
attitudes) posits that intentions precede entry
and attitudes precede intentions [21].

1.1 Groups and Interactions

The value of a relationship is also defined by
the social context around the relationship [6].
Marvin [23] defined a group as “two or more
persons engaged in social interactions”. In this
situation each member of the group is aware of
the other members and gets influenced by them
and vice versa. Bass [3] called a collection of
people as a group, if the existence of such
collection was rewarding to its members.
Woolcock and Narayan [38], and Padmaja and
Bantilan [27] defined social capital as the
“norms and networks that enable people to do
collective actions”. Goleman et al. were of the
view that benefits of bonding social capital
should be realized in intentional change by
having a network of trusting, supportive, and
mutually reinforcing relationships that facilitate
one’s efforts to change [17]. Social capital
features in social organizations based on
networks of interaction, and norms of reciprocity
and trust facilitating coordination and coope-
ration for mutual benefit [29]. A review of social
psychology literature shows that two types of
group interactions exist in group processes, i.e.
task, and social interactions, which coexist and
are equally important to a group [8].
Conceptually, group functional activities of
production overlap with group task interactions,
whereas group functional activities of member
support and group well-being overlap with group
social interactions. The main characteristics of
normative influence, such as group relation-
ships, morality of care, seeking subjective

virtue, group norms, preferences, maintaining
harmony, etc., are essentially centered on
relationships between group members or
needs/ preferences of members [2]. Interper-
sonal relations are the important aspects of
social life and it is easily achieved at group
situations [15]. A group has been identified as
a stage where members meet and negotiate
personal interests [23]. And some members try
to obtain power and status through groups and
organizations. Padmaja and Batilan [27] were
of the view that “behaviour of a person is
governed by interactions and interrelations with
other people”. Pretty and Word [28] viewed
factors such as age, education, gender, group
size, heterogeneity of members, resourceful-
ness of members, and previous experience on
collective actions, influence collective actions.
However, Kruijssen et al. [22] reported that
collective activities were always not possible in
the resourceless farmer groups. Accordingly, lack
of capital makes it difficult to maintain groups
among poor farmers. Farmer groups reduce
transaction cost, improve marketing facilities,
reduce cost of cultivation, and facilitate other
services [15]. Other benefits of farmer groups
are; initiating and establishing culture of
cooperation and coordination for their own
benefits [24], conducting collective actions to
overcome common problems [4], improving
resource management strategies resulting in
growth of local market and rural economy [4],
developing networks among members and
facilitate members to share ideas and find ways
of mutual support. Farmers’ groups have been
found to help extension agents to improve
member farmers’ knowledge and practical skills
of agricultural technologies [29]. Entrepre-
neurial action was found embedded in social
interactions with other individuals [30]. Autio
and Wennberg [1] revealed strong group-level
effects on entrepreneurial behaviours. They
found nearly 50% of the total variance in
entrepreneurial behaviours resides between
social groups, and not attributable to individual
level characteristics. Further, the influence of
group-level attitudes and social norms on
individual level entrepreneurial behaviours was
up to three times as strong as the influence of
individual-level attitudes and norms. Above
findings indicated that individual-level entrepre-
neurship to a greater degree is a reflection of
group-level dispositions. It suggested the
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dominant, individual-centric and dispositional
explanations of entrepreneurship are therefore,
at best, incomplete.

1.2 Network Linkages

Social context is important for deeper under-
standing of entrepreneurship activities and the
nature of involvements [35]. Johannison [19]
identified a high degree of network linkages
and ties in two rural regions in Sweden, indica-
ting that in some circumstances the network
may lead to direct support in raising finance,
inter trading and cooperative efforts. In a Sri
Lankan study, Wijekoon, and Jayawardena [36]
found positive significant relationships ‘between
the use of information sources and personal
factors, viz. age, social participation, degree of
exposure to mass media, innovativeness, and
risk orientation’. They identified fellow farmers
to be the most available information source.
Johannisson [19] pointed out that the
entrepreneur is a networking person and that
the personal network is the vehicle by which the
established entrepreneur exchanges information
while he acquires resources from the
environment. In the conduct of a collaborative
task, there are varying levels of interaction
among group members. It has been found that
main characteristics of informational influence
such as information sharing, factual and task
messages, rational decision model, etc., are
reflected in task activities of asking for and
giving information, suggestions, and directions
[2]. Social interactions refer to particular forms
of externalities, in which the actions of a refe-
rence group affect an individual’s preferences.
The reference group depends on the context
and is mostly it consists of an individual’s
family, neighbours, friends or peers in social
interactions. Creatively accessing social networks
to mobilize financial and other resources
needed for business creation and expansion
has been observed in many studies [16], [18].
This theory addresses the effects that individuals
have on others who come into contact with
them. Interpersonal attraction theory [7] posits
that individuals with similar beliefs are attracted
to each other, thus reinforcing a shared set of
attitudes and behaviours. Both these theories
predict that individuals will have attitudes and
behaviours similar to those with whom they
interact. Identification of social capital opens
a broader view towards social structures and

processes, social values and norms. Significant
differences have been found in East Asia in
how social capital works in China and Vietnam,
than in Japan or Korea [26]. Padmaja and
Bantilan [27] have identified that, behaviour of
a person is governed by interactions and
interrelations with other people. The different
ways how bridging networks contribute to
entrepreneurial activities has been confirmed in
empirical findings [5].

1.3 Scope of the Study

Empirical findings suggest the influence of
group interactions in the entrepreneurial beha-
viour of farmers. However, there is a dearth of
studies in examining the above using compa-
rative groups of vegetable farmers practicing
one season, and two seasons per year
respectively. This study was focused on
examining ‘whether there is an impact from
group interactions to improve entrepreneurial
behaviour of farmers? and, what are the
resulting effects?.” General objective of the
study was to examine the impact of group
behaviour on the entrepreneurial behaviour of
vegetable farmers. Specific objectives of the
study were to identify, and assess the major
entrepreneurial behavioural characteristics of
farmers, and to examine the relationship
between the group interactions and
entrepreneurial behaviour of farmers.

2. Methodology

The epistemological approach for this research
study was positivism. Accordingly the underline
methodological aim was exposure. The research
design consisted of two case studies, using two
samples of vegetable farmers practicing
respectively a single season, and two seasons
(throughout the year) annually. The choice of
above two types of farmer organisations was
meant to capture the intricacies that farmers
get exposed in farming continuously, and only
during a defined period (single season) per
year. These conditions are numerous, vary and
involve differing socio-cultural connotations,
especially in an Asian context. Accordingly,
outcome of this study was focused on testing
existing theory in different background conditions.
Entrepreneurship practitioners, policymakers,
and academics alike have shown a growing
interest in the contextual factors in which
entrepreneurial activities take place [33].
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2.1 Operationalization of Research
Sri Lanka was selected for the study due to the
availability of comparative groups of vegetable
farmers practicing only a single season, and
both seasons per year within geographically close
by locations. Sri Lanka has 22 administrative
districts. Matale district has been among the
top 4 districts producing high amount of
vegetables in Sri Lanka. Farmer organizations
of Matale district in Sri Lanka was selected as
the sampling frame of the study. Matale has
over 220 farmer Organizations. An exploratory
research to identify the farmer groups, and
activities was conducted with the participation
of community leaders and government
Agricultural Instructors (Als’). Accordingly,
Naula, and Dambulla Divisional Secretariat (DS)
areas were selected from the Matale district.
Naula DS area consisted of farmer organisa-
tions growing vegetables throughout the year,
namely during the seasons of Yala and Maha.
However, majority of farmers in Dambulla DS
area cultivated vegetables only during the Yala
season. Two farmer organizations were selected
from the two DS areas. Sinha farmer Orga-
nization from Naula DS area and Mahasen
farmer Organization from Dambulla DS area
were selected for the study. Among the 75
farmer organizations in Naula DS area, Sinha
farmer organization was among the most active
farmer organizations, as per the reports of Als’.
Similarly, among the 90 farmer organizations in
Dambulla DS area, Mahasen farmer organiza-
tion was among the most successful. Stratified
random sampling was used to select a sample
of 60 vegetable farmers, 30 each from these
two farmer organizations. Farming experience,
Age, and continuity in farming were identified
as the major criteria for the selection of farmer
organisations.

2.2 Research Instruments and Data
Analysis

Primary data were collected through
a questionnaire survey, which was followed by
informal discussions and key informant
discussions. The entrepreneurial behaviour
scale developed by Chaudhari et al. [9], was
incorporated into the questionnaire to assess
the entrepreneurial behaviour of farmers.
Assessment of group interactions was based
on the five statements (covering the differing
aspects) used for assessing group interactions
introduced by Kaplan and Miller [20] for
research on group decision making. It included
decision making activities in different stages. It
had a Likert scale for answers in the range of 1
(Not at all) to 5 (Very high) for each statement.
Data were analysed using the Statistical
Package for Social Sciences. Descriptive data
were presented using tabular analysis and
relationships were tested through correlation
tests, and using 2-independent sample t-tests
(Mann Whitney Test) for non-parametric data.

3. Findings

3.1 Group Interactions among
Respondents

Group interactions of farmers were assessed
by measuring their involvement in group activi-
ties of selected eight practices in vegetable
cultivation. The eight identified activities were
namely; seasonal planning, crop selection, land
preparation and field planting, irrigation water
distribution, controlling of pests and diseases,
participating in training programmes, harvesting,
and selling. Group interactions of each practice
were measured using five statements. These
five statements were measured using a 5 point
Likert scale, and responses are depicted in
table 1. Table 2 depicts the categorization of group
interactions of practices as low, moderate, and high.

Scoring pattern of group interactions

Answer Score Maximum score for a single practice
Very high 5 25
High 4 20
Low 3 15
Very low 2 10
Not at all 1 5

Source: Authors’ classification
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Categorization of group interactions by their scores

Group interactions category Score
Low <15

Moderate 16-20
High >21

3.1.1 Group Interactions in Seasonal
Planning, and Selection of Crops

In Mahasen farmer group, interactions in
seasonal planning were high. They had a group
norm that 80% of the members of the farmer
organization should participate at the seasonal
planning. Otherwise they have to pay a fine.
But in Sinha farmer group 86.7% of farmers
had responded that their group interactions
were at a moderate level. They had no group
norm for involvement of group members like in
Mahasen Farmer Organization. Forty eight
percent of the respondents had moderate group
interactions in crop selection. In Mahasen
farmer group, 60% perceived a high level of
group interactions in crop selection. But in
Sinha farmer group, there were no high group
interactions in crop selection. Mahasen farmer
group had a pre seasonal meeting to decide
crops for the season, and 80% of members’
participation was considered a norm. Majority
of the members participated to the meeting and
involved in crop selection. In Sinha farmer
group, there was no such norm for members’
participation for the pre seasonal meeting.
Majority of the Sinha Group farmers had
decided suitable crops for season individually,
with low group interactions.

3.1.2 Group Interactions in Land
Preparation, Field Planting, and
Irrigation Water Distribution

Eighty two percent of farmers perceived group

interactions in land preparation and field

planting to be low. In Sinha farmer group all the
farmers perceived giving information, sharing
information among group members, and helping
each other to be at a low level. In Mahasen
farmer group also majority of the farmers

(63.3%) perceived group interactions to be low.

This could also be due to non-practicing of the

traditional labour sharing system by many

farmers. They tried to manage farming activities
by themselves using hired labour. Forty percent

Source: Authors’ classification

of the respondents of Mahasen farmer group,
and the entire Sinha farmer group perceived
interactions in irrigation water distribution to be
at a low level. Though the entire membership
should get involved in deciding the dates, and
duration of irrigation water distribution, it has
been decided by the committee members of
farmer groups.

3.1.3 Group Interactions in Controlling of
Pests and Diseases in Vegetable
Cultivation, and Training Programmes

Eighty five percent of the total respondents
found group interactions in controlling of pests
and diseases at a low level. Whenever pest
attacks or diseases occurred, farmers had used
to get advices from agrochemical sellers and
had used chemicals as remedy. Sharing of
information, getting advices from subject matter
specialists, and adhering to the control measures
in an outbreak as a group, were at a low level.
Deciding training programmes, sharing knowledge
from training programmes, and selecting
members for training programmes based on
their preferences were low among overall
respondents, as 60% of them perceived so. In
Mahasen farmer group, interactions were moderate
in participating to training programmes, and
they had participated to at least five training
programmes per year. On the contrary, members
of Sinha farmer group had participated to only
one or two training programmes per year.

3.1.4 Group Interactions in Harvesting of
Crop and Selling

Sharing information of new practices among
members, deciding the harvesting period as
a group, and sharing of labour at harvesting were
low among farmers. Due to time limitations
most of the farmers were reluctant to work as
a group, and they shared harvesting activities
with family members, and hired labour. Sharing
information about new markets, prices, place of
selling and bargaining for a reasonable price for
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their products as a group were at low level in
both farmer groups. Almost 95% of total respon-
dents perceived that group interactions were
low in selling of produce. They perceived difficulties
in selling products in Dambulla Dedicated Eco-
nomic Centre as a group due to the influence of
middlemen. Majority of the farmers attempted
to sell their products for a higher price indivi-
dually. Overall group interactions among farmers
were at a moderate level. As shown below in
Figure 1, 67% of the farmers perceived their
group interactions in vegetable cultivation as
moderate.

Percentage distribution of
respondents by group
interactions

High
3 Low

Moderate
67

Source: Survey data

3.2 Task Interactions and Social
Interactions of the Respondents
Task interaction among farmers was at a mo-
derate level. They included routine tasks that
need the support of fellow farmers during different
stages in farming. Seventy two percent of the
farmers responded that, sharing of information;
suggestions, directions, and rational decision
making of the group were at moderate levels.
Social task interaction of the respondents was
at moderate level. Majority (55%) responded
that, conformity to norms, consideration about
preferences of group members, and morality of
care of the group were at moderate levels.
Mahasen group had 78 members, in compa-
rison to Sinha farmer group’s 172 members.

3.3 Entrepreneurial Behaviour

Characteristics of Respondents
Respondents were assessed of the following
ten characteristics that were identified in their
entrepreneurial behaviour.

i.) Planning ability of the respondents:
Planning ability of the respondents was
measured by using five statements, each of
them were allocated scores from 1 to 5. Total
scores below 10 were categorized as low;
10-15 scores were categorized as moderate,
and scores over 15 was categorized as high.
Almost 70% of the respondents had planned
their cultivation activities well. In Mahasen
farmer group planning ability of the
respondents was higher than at Sinha farmer
group. Farmers in the Mahasen farmer group
had adopting the seasonal plan. And those who
could not follow that had to pay a fine. But in
Sinha farmer group there was no such rule.

ii.) Coordinating ability of the respondents:
Coordinating ability of the farmers was
measured by using four statements allocating
scores from 1 to 5. Total scores below 8 were
categorized as low, scores from 8-12 were
categorized as moderate, and scores over 12
were categorized as high. Thirty seven percent
of the respondents had a high coordinating
ability. They decided the required amount of
land, capital, and inputs for their cultivation well
in advance. But 31.4% of farmers had decided
them just at the moment, and the rest (31.6%)
had never planned at all.

iii.) Information seeking behaviour of the
respondents: Information seeking behaviour
of the farmers was measured by using 14 in-
formation sources and their frequency of usage
by farmers. Frequencies were given scores
from 1 to 3. Total scores below 18, were cate-
gorized as low, 18 and 28 as moderate and scores
over 28 was categorized as high information
seeking behaviour. About 85% of respondents
had a moderate information seeking behaviour.
Majority of the farmers had not used television,
radio, newspapers, telephone, and NGO officers
to get information frequently. Most of them had
used family members, friends, relatives, agricul-
ture instructors (Al’s), agriculture research and
production assistants (ARPA’s) frequently to
get information. There was not a single farmer
having a low level of information seeking
behaviour.

iv.) Innovativeness of the respondents:
Innovativeness of the respondents was mea-
sured by using five practices which were
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introduced recently for vegetable cultivation
and were allocated scores from 0 to 3, based
on the number of years they had used them.
Total scores below 5 were categorized as low,
scores from 6 and 10 were categorized as
moderate, and scores over 10 were categorized
as high. Seventy five percent of the respondents
had a moderate level of innovativeness. Most
of them had never searched for new markets.
However, they used plastic trays to transport
their products. Mahasen farmer group had 30%
of framers with a high level of innovativeness.
Most of them used Neem based extractors as
pesticides, improved seeds, and sprayer
irrigation methods for cultivations.

v.) Risk orientation of the respondents:
Risk orientation of the respondents was
measured by using four statements, assigning
scores from 1 to 5. Total scores of below 8 were
categorized as low, scores 8 and 12 were
categorized as moderate, and scores over 12
were categorized as high. There was not much
difference in the risk orientation between the
two farmer groups. Sixty three percent of respon-
dents had a moderate level of risk orientation.
Majority (62%) considered vegetable cultivation
as risky and they opted to try new practices
only after seeing successful results of other
farmers.

vi.) Decision making ability of the
respondents: Decision making ability of the
respondents was measured using eight
practices and allocating scores (1 to 3) based
on approach to taking decisions. Total scores
below 13 were categorized as low, 13 to 19 as
moderate, and over 19 were categorized as
high. Ninety percent of the farmers had high
level of decision making ability. Most of the
farmers decided on their cultivations through
their own experiences. Majority of farmers were
not thoughtful of practicing sprinkler or drip
irrigation, and crop insurance.

vii.) Opportunity seeking behaviour of
the respondents: Opportunity seeking beha-
viour of the respondents was measured by using
five situations farmers could create opportu-
nities and their making use of them. Scores of
1 and 2 were allocated accordingly. Total scores
below 7 were categorized as low, scores bet-
ween 7 and 9 were categorized as moderate,

and scores over 9 were categorized as high.
About 52% of respondents had a high level of
opportunity seeking behaviour. Access to
subsidies and credit facilities through farmer
organizations, participating to training
programmes, and use of information sources to
obtain price details were at a moderate level.
Sixty percent of the members of Mahasen
farmer group had a high opportunity seeking
behaviour. They had many opportunities than
Sinha farmer group viz; conducting training
programmes, credit facilities, and information
system of Dialog (mobile) Telecom Company.

viii.) Achievement motivation of the
respondents: Achievement motivation of the
respondents was measured by using ten
statements awarding scores of 1 to 2. Total
scores below 7 were categorized as low, scores
between 7 and 8 were categorized as mo-
derate, and scores over 8 were categorized as
high. About 52% of total respondents had a high
achievement motivation. Motivation levels to
earn higher profits, to be a well-known farmer,
and to accomplish tasks better than others
were at moderate levels. Majority (60%) in
Mahasen group had a high level of achieve-
ment motivation. They focused higher profits,
and were ambitious in farming profession.

ix.) Self-confidence of the respondents:
Self-confidence of the respondents was mea-
sured by using five statements, allocating
scores of 1 to 2. Total scores below 8 were
categorized as low, scores between 8 and 10
were categorized as moderate, and scores
over 10 were categorized as high. About 47%
of the respondents had a moderate level of self-
confidence. Majority lacked confidence in profit
making through vegetable cultivation, and most
of them relied on others in carrying out farming
activities. They did not take the initiative in crop
selection, deciding time for land preparation,
planting, harvesting and selling etc. Farmers
perceived they were moderate in adapting to
new situations, concentrating on a task, and
saying the right opinion at the right time.

x.) Cosmopolitanisms of the respondents:
Cosmopolitanisms of the respondents were
measured by using five statements of their
perception, allocating scores from 1 to 3. Total
scores below 10 were categorized as low,
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scores between 10 and 12 were categorized as
moderate, and scores over 12 were catego-
rized as high. Forty five percent of the farmers
had a high level of cosmopolitans. Collection of
information of successful farmers from outside
of village, getting information through mass
media, visiting Als and other governmental
officials, gathering of recent information
through agricultural literature and agricultural
exhibitions was at a moderate level.

3.4 Entrepreneurial Behaviour of the
Respondents
Based on the values obtained from the
entrepreneurial behaviour (Index) three
categories were identified. Index value below
65 was categorized as low, 65 and 75 as
moderate, and over 75 was categorized as
high. The overall entrepreneurial behaviour of
the respondents was at a moderate level (mean
value of 71.186, standard deviation of 0.17).
Among the ten entrepreneurial characteristics
planning ability and decision making ability
were at a high level (mean values were 2.7 and
2.9 respectively). Other characteristics were at
a moderate level. As shown in Figure 2, only

Distribution (as a %) of
respondents’ entrepreneurial
behaviour

High Low

Source: Survey data

3.4.1 Relationship between Group
Interactions and Entrepreneurial
Behaviour

A positive significant relationship was reported

between the group interactions of farmers and

their entrepreneurial behaviour (r=0.507,
p=0.001, significant at 0.01 level).

Fig. 3 indicates respondents’ with high group
interactions reporting high entrepreneurial
behaviour. Among those reporting low group

23% of the respondents had a high level of interactions, 50% of them had low
entrepreneurial behaviour. entrepreneurial behaviour.
m Respondents’ group interactions and entrepreneurial behaviour
100
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Source: Survey data
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3.4.2 Difference in Group Interactions of
the Two Farmer Groups

The 2-independent sample t-test (Mann Whitney
Test) recorded a significant difference of group
interactions (p=0.007, significant at 0.01 level)
between Mahasen and Sinha farmer groups.
All the respondents who recorded high group
interactions belonged to Mahasen farmer group.
There were no respondents reporting high group
interactions in Sinha farmer group. Respon-
dents of Mahasen farmer group had high level
of group interactions in seasonal planning,
selecting of crops, and irrigation water
distribution. Mahasen farmer group was highly
concerned of group norms and rules such as,
80% of members’ participation for decision
making, focus on 80% of members’ agreements
for a decision, and fining of deviations from
group’s rules and regulations. Mahasen farmer
group had monthly meetings, whilst Sinha
farmer group had only seasonal meetings held
in every 6 months. Mahasen farmer group had
conducted many societal beneficial campaigns
in village. This increased the cohesiveness
among members. Maintaining and rebuilding of
irrigation cannels, reforestation was practiced
by Mahasen farmer group.

3.4.3 Difference in Entrepreneurial

Behaviour of the Two Farmer Groups
According to the 2-independent sample t-test
(Mann Whitney Test) there was a significant
difference in entrepreneurial behaviour
(p=0.007, significant at 0.01 level) between the
two farmer groups. Eighty six percent of the
respondents who had high entrepreneurial
behaviour belonged to Mahasen farmer group,
and the corresponding figure was 14% in Sinha
farmer group. In Mahasen farmer group
planning ability, coordination ability, and
innovativeness of farmers were at a higher
level than Sinha farmer group.

Conclusions, Limitations and
Further Research

Findings of the study indicated the positive
impact of group interactions on entrepreneurial
behaviour of the farmers in farmer groups.
Group interactions of farmers significantly
correlated with their entrepreneurial beha-
vioural patterns. Group interactions of farmers
were moderate and entrepreneurial behaviour

of the farmers was not prominent in vegetable
cultivation. Decision making ability and planning
ability of farmers were at a high level. Risk
orientation of farmers’ was fairly low. Farmers’
entrepreneurial behaviour enhanced with
socio-economic status and social participation.
Group interactions of the farmers were high in
seasonal planning, and selecting of crops. In
selling, group interactions were very low.
Relatively small proportionate of members in
the more entrepreneurial Sinha farmer group
(in comparison to the Mahasen group) indicates
the effectiveness of relatively smaller groups.
Attitudes of the farmers on group interactions
can be improved through awareness program-
mes on mutual benefits, team building activities,
and workshops. Group leaders could encourage
the members to value healthy interpersonal
relationships with the help of advisers of
choice. Mechanisms to improve small group
formation activities through Farmer Organi-
zations could be focused.

Study was limited only to two groups of
farmers totalling to 60 members. Farmers’
behaviours were also assessed only based on
their perceptions. The static nature of data is
a serious weakness of contemporary manage-
ment research. This study also falls into this
category as the data collection (interviewing
and surveying) was carried out at a particular
point in time during the year 2012. A longitu-
dinal research with higher numbers of farmer
groups representation, incorporating more
objective data (i.e. profits, and profitability of
farmers, times spent for farming, along with the
feedback of key stakeholders) is bound to
provide more insightful facts.
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IMPACT OF GROUP INTERACTIONS ON FARMERS’ ENTREPRENEURIAL
BEHAVIOUR

H.R.M.P. Abeyrathne, L.N.A.C. Jayawardena

Group interactions form an important component among the many factors influencing the
entrepreneurial behaviour of farmers. Understanding group interactions provides insights to foster
entrepreneurial activities. Matale district, which is among the top 4 districts producing high amount
of vegetables in the Sri Lanka was selected for the study. Two successful farmer organizations, one
of them farming in both seasons (throughout the year), and the other farming only a single season
per year, were selected for the study. Overall objective of the study was to examine the impact of
group interactions on entrepreneurial behaviour of vegetable farmers. Stratified random sampling
was used to select an overall sample of 60 vegetable farmers, having two samples consisting of
30 each from the two farmer organizations. Descriptive and inferential analyses were conducted
using the SPSS software package. Results indicated a significant relationship between the group
interactions and entrepreneurial behaviour of farmers. Study revealed effective entrepreneurial
behaviour involving high planning ability, and decision making ability. Majority of the farmers were
at a moderate level of innovativeness, risk orientation, coordinating ability, opportunity seeking
behaviour, self-confidence, achievement motivation, and cosmopolitanism. Group interactions
were moderate at seasonal planning, and in selecting of crops. Group interactions were low in land
preparation, pest and disease controlling, harvesting, irrigation water distribution, participating in
training programmes, and selling. Entrepreneurial behaviour of farmers has enhanced with group
interactions. The two farmer groups had significant differences in group interactions and
entrepreneurial behaviour due to group characteristics. It is recommended to improve group
interactions through awareness programmes, and small group formation activities.

Key Words: Entrepreneurial behaviour, group interactions, farmers.
JEL Classification: M10, Z19.
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IMPACTS OF SELECTED NACE INDUSTRIES’
FOREIGN OWNERSHIP ON THE CZECH

ECONOMY

Michaela Roubickova, Tomas Heryan

Introduction

This article is focused on the comparison of
economic parameters of private companies
under domestic control and private companies
under foreign control (enterprises under state
control are completely left out from the analysis),
there is a clear relation to foreign direct
investments (FDI). Although FDI pluses and
minuses can be discussed in various contexts,
empirical studies show that FDI are beneficial
for the increase of performance of companies,
industry and macroeconomic indicators. FDI
bring benefits to a host country through several
channels. Besides capital inflow itself, FDI are
usually linked to the movement of specific tangible
and intangible assets such as technology,
managerial abilities and skills, corporate
governance but also for instance the access to
the network of companies interconnecting on
foreign markets.

As soon as a foreign investor achieves
a certain ownership level in a company in the
host country and gains the control of company
management, such an investor is willing to
provide specific assets for the foreign company
the use of which should bring profitability increase
regardless of whether the company was built as
a green field investment or it was taken over
through microeconomic integration. As it is
shown for example in The Economic Survey of
Europe [5], FDI are just for this reason quite
often regarded as an important catalyst in the
economic transformation of economies in
transition. The exact aim of current paper was
to estimate whether the Czech companies’ equity
increasing and returns on equity’s development
have an impact on GDP’s development in
selected Czech business sectors.

Not only developing countries and economies
in transition perceive the entry of foreign
investors and capital inflow, know-how and other
tangible and intangible assets as a catalyst for
economic development. Thus a number of countries
liberalized the access to foreign capital and
even bearing in mind certain negative impacts
on domestic enterprises, they tried and are
trying to attract foreign investors. However, host
countries of course analyze, after some time,
the benefit and impact of foreign entities on
domestic economy and assess whether resulting
effects are rather negative or positive as well as
the way how foreign entities act on domestic
territory. Therefore our research objective is
therefore the assessment of mutual relation
between the change in equity and its return
(ROE) and the impact of such indicators on the
change in the growth rate of GDP with the
emphasis on the fact whether the enterprises
are of domestic or foreign origin. Therefore FDI
have some several impacts at the Czech
microeconomic level [8]. We argue then, it
could be interesting to compare domestic and
foreign ownership with weighted GDP growth
rate in the Czech Republic. If foreign equity in
the country and rentability of foreign owned
companies affect GDP more than rentability of
domestic companies, foreign ownership is
more efficient for the Czech economy. From our
point of view, microeconomic data in pooled
sample could influence macroeconomy of the
country. It motivates recent study, too.

1. Literature Review

However, the authors did not intend to limit the
theoretical base just on the researches coming
from mainland Europe countries, also because
many foreign investors entering to Czech
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companies and setting up their subsidiaries on
the territory of the Czech Republic come from
the market system. That is why the following
text brings the survey of selected studies that
are relevant for this paper and intentionally
cover a broader spectrum of economies than
just those belonging to the mainland European
model.

A significant number of analyses were
carried out on the data of US companies that
are a key representative of the Anglo-American
model. For example Wheeler [23] or Dworin [5]
examined investor entry to US enterprises and
showed that foreign-owned subsidiaries in the
USA had reported lower profitability than domestic
companies. Such conclusions were confirmed
by Grubert, Goodspeed and Swenson [8] who
published the data showing that in 1987
profitability of 37% of all non-financial foreign
companies was in the interval of -2.5% to
+2.5% while only 27% domestic ones were in
this interval. On the other hand Doms and
Jensen [4] found out that foreign-owned US
companies were more productive than the
domestic ones but were, on average, less
productive that multinational companies with an
American parent company. Using the data of
US companies in manufacturing industry, the
FDI impact was analyzed for instance by Desai,
Foley and Hines [3]. For forecasting the
changes in foreign investments, they applied
company specified weighted average of foreign
GDP growth in the interaction with geogra-
phically specified foreign investments distribution.
According to the authors, the weighted average
of foreign GDP growth is a strong predictor of
subsequent foreign investments of US
companies. According to them, foreign growth
predicts the growth of foreign investments by
foreign companies focused on satisfying the
needs on host markets. Their conclusions do
not support the thesis that increased activity of
foreign companies displaces the activity of
domestic companies acting in the same field.

Min and Smyth [5] argue that firms with
better corporate governance arrangements will
be better placed to absorb technological
transfer from foreign equity ownership for two
main reasons. First, firms with better corporate
governance will have more transparent
decision-making processes. Improved corporate
governance limits potential for conflict of interest
and improves the disclosure of information.

Increased disclosure of information makes it
easier for stakeholders to assess, and oversee
management and keep management accoun-
table. Second, as one metric of corporate
governance, it is argued that outside directors
are more independent than their inside
counterparts. The reason is that their future
career does not depend on the professional
advancement of their board colleagues as
much. Inside directors might be less willing to
put pressure on management because they
fear it might hurt their own career prospects
through creating enemies within the firm,
particularly if there are adverse short-term side
effects such as job losses. Outside directors,
on the other hand, will be less concerned with
internal politicking and can exert pressure on
management to make decisions designed to
put the technological transfer from foreign
ownership to best use.

Among the mainland Europe type of countries
also Japan is included. Sakakibara and Yama-
waki [18] focused on monitoring the profitability
determinants of subsidiaries of Japan multina-
tionals in 1990-1996. The results of their
researches show that the determinants affecting
the profitability of subsidiaries differ depending
on a host country. This suggests that the eco-
nomic and institutional factors specific for host
regions can significantly affect the profitability
performance of foreign subsidiaries. Unlike the
size that affects subsidiary profitability
significantly in all countries, other effects such
as experience, local supply chains, local sales
and macroeconomic conditions affect the
performance of subsidiaries in a different way
depending on the host country.

He et al. [5] investigate the relation between
foreign ownership and the informativeness of
stock prices in 40 markets. They show that
foreign ownership is positively related to price
informativeness, measured by probability of
informed trading and price nonsynchronicity
which reflects firm-specific variations in stock
returns. They also find a stronger association
between stock returns and future earnings
innovations for firms with higher foreign
ownership. But in the Czech Republic there is
the bank based type of financial system.
Therefore we will investigate return on equity
(ROE), not relationship to stock prices.

It is apparent from the above that a large
number of empirical studies were published
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dealing with the whole range of issues related
to FDI. Nevertheless, as Jarolim [12] suggests,
it is relatively striking that only a few of them
deal with FDI impacts on Central and Eastern
Europe countries despite the fact that foreign
capital inflow is regarded as one of the key
factors of transition process development. The
author in his study analyzed the data of
manufacturing sector in 1993-1998. He
focused on the comparison of the indicators such
as productivity of labor, external orientation and
investment activities of foreign- and domestic-
owned companies and tried to find the answer
to the question which group achieves higher
growth rate of production factors. Additional
objective was to examine the existence of
spillover effect. His conclusions showed that
foreign-owned companies report higher labor
productivity, export larger part of production
volume and invest more funds related to total
sales. However, these conclusions are true just
in case that company size is not considered.
Otherwise the results show that foreign-owned
companies reach only 90% productivity level.
The author did to manage to prove the
existence of spillover effect.

As to the mainland Europe territory for
instance the researches by Arndt and Mattes
[1] compare the size and productivity of
domestic and foreign German companies and
concluded that foreign MNCs are smaller and
more productive. The rate of employment in
MNC was by 15% lower while they reported
total productivity factor (TFP) higher by 5.6% to
6.5%. MNC labor force productivity was higher
even by 20%. They also proved that while the
effect of ownership change on employment is
not significant, the effect of the change on labor
force productivity and total productivity is
positive. On the other hand the study by
Gellbcke and Annex [6] showed that foreign-
controlled companies in the sector of services
doing business in Germany were characterized
by employment higher by 50%, more than 60%
higher wages and by 2% to 6% lower return on
sales as compared with domestic companies.

The studies conducted in emerging economies
are important, too. For example Yasar and Paul
[24] compared in their analysis the perfor-
mance of the companies with foreign owner-
ship with the performance of purely domestic
industrial companies. For their analyses they
used the data of five emerging economies,

namely Poland, Moldova, Tajikistan, Uzbekistan
and Kyrgyzstan. They found out unambi-
guously that foreign-owned companies report
higher productivity, capital use intensity, share
of export and import, and employment and
wage level. They also found that industry with
the presence of foreign subsidiaries of multina-
tional companies shows performance improve-
ment of domestic companies. These findings
support the hypothesis that foreign companies
bring technology and skills, access to foreign
markets and new job opportunities that increase
the performance of host country companies.
This also indicates that the connection with
foreign-owned companies should be supported
because it leads to the increase of industry
productivity and competitiveness in emerging
economies.

Gallova [6] examined the impact of FDI on
countries of Balkan and countries of Vysegrad
4 Group. Result of her research is that in these
countries in period 1993-2009 was not
detected any positive effect of domestic
investment by foreign ones. On the contrary,
FDI had negative influence and crowd out the
domestic investment. On the other hand,
Szanyi [20] shows in his study that foreign-
owned companies doing business in Hungary
reported worse financial results than domestic
companies, especially in the first years after the
investment was made.

The impact of FDI on selected (not macro-
economic) indicators is addressed by a number
of studies. Large part of them focuses on the
effects on domestic companies caused by FDI
outflow from the country. A number of others
keep track of FDI inflow per the number of
employees and wage level (for example Demel
and Potuzakova [2]). However, there are
studies that (similar to this article) deal with the
impact of direct foreign investments inflow on
the profitability of companies. Studies come
from various parts of the world that differ not
only in terms of economic development but also
as to the type of their financial system and thus
the type of ownership structure dominant
model. The Czech Republic is, as for instance
Roubi¢kova [16] shows, a typical mainland
European country with a strong banking system
and the capital market is not a key source of
funding (currently — in March 2013 — there are
30 stocks listed on the Prague Stock Exchange).
The mainland European management model is
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a characteristic insider system representing
a higher level of influence on company
management from the inside. This is possible
because in this system there is a possibility
(and conditions) for the occurrence of majority
or substantial ownership. The fact that quite
often it is foreign majority ownership is shown
by this analysis.

In the Czech Republic, also Hanousek,
Kogenda and Svejnar [9] carried out a research.
Their analysis (conducted for the years of
1996-1999) showed that as to the companies
privatized within the large privatization the type
of ownership does not play a significant role.
The authors take into account not only private
foreign and domestic ownership but also state
ownership. In their opinion, concentrated foreign
ownership has positive impact only when it is
applied to industrial enterprises and the concen-
trated foreign ownership increases sales
revenues while on the contrary, more or less
the same concentrated domestic ownership
over a given period decreased labor cost. The
authors analyzed the companies the stocks of
which were traded on the Prague Stock
Exchange in 1996.

The performance comparison of companies
before and after takeover was carried out by
Jurajda and Stancik [13]. The authors regarded
as foreign-owned those companies in which
a foreign entity had more than 10% stake in
subscribed capital. More than 4,000 manu-
facturing sector companies in 19952005 were
monitored while an important milestone was
1997 when a lot of companies were taken over
after privatization had been completed. The
analysis suggested that the impact of foreign
capital entry is positive in particular in non-
export manufacturing fields. In other areas its
influence is small.

The impact of foreign owners on selected
indicators of companies was addressed also by
Roubi¢kova [17]. The aim of the paper was to
assess the impact of being part of an institu-
tional subsector on the development of profita-
bility and indebtedness of construction sector
companies. Thus the development of indicators
of foreign- and domestic-owned companies
since the beginning of 2007 through to the
middle of 2011 was analyzed. The analysis
showed that ROE of private foreign-controlled
companies is not, in the long term, as high as
expected as compared to private domestic-

controlled companies. It was not even proved
that such companies would bring higher added
value to their owners in the long term. Although
the share of equity to total assets was lower in
foreign-controlled companies (they employ
cheaper financial sources in the long term), this
fact does not result unambiguously in higher
profitability.

2. Data and Methodology

For the analysis, the data from corporate
financial analyses in 2007-2012 published by
the Ministry of Industry and Trade was used. It
was quarter data for five business sectors due
to its NACE categorization including also its
GDP. Analyzing industries are (i) Mining and
quarrying, (ii) Manufacturing, (iii) Electricity,
gas, steam and air conditioning production and
its supply, (iv) Water supply, sewerage, waste
management and remediation activities, and
(v) Construction. For other NACE sectors their
GDP values are not collected. Due to that
reason we have just chosen these five NACE
industries for our analysis. We have analyzed
time series from 1/2007 to 4/2012 period.

The Czech Republic is a small open
economy with a significantly higher number of
private enterprises under foreign control (and
not only in the period 2007-2012) in selected
sectors, as shown in Fig. 1.

Equity had changed and also numbers of
companies had changed in each NACE
industry in our estimated period. Therefore we
have formulated average equity growth rate by
using equation (1):

E;

ae; = (log (Fl;) -
where ae; means average equity growth rate of
i NACE business industries in time ¢, E; means
equity and no, is number of selected companies.

We have examined relation between
domestic/foreign equity, rentability of these
companies and GDP. Due to that we have to
examine also weighted GDP. Weights depend
on changes in foreign equity on total amount of
companies’ equity in the Czech Republic.
Weighted GDP growth rate have been
calculated by equation (2):

log (M)) .100, (1)

Noj(t-1)

whdp;, = (log (thﬁ' HDPi[) —log (Wi("‘)ﬁ' HDPi(t_l)))JOO s
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m Number of companies in selected sectors

800

1.Q.07
1.Half.07
1.-3.Q.07
1.-4.Q.07

1.Q.08
1.Half.08
1.-3.Q.08
1.-4.Q.08

1.Q.09
1.Half.09
1.-3.Q.09
1.-4.Q.09

M Domestic-controlled companies

1.Q.10
1.Half.10
1.-3.Q.10
1.-4.Q.10

1.Q.11
1.Half.11
1.-3.Q.11
1.-4.Q.11

1.Q.12
1.Half.12
1.-3.Q.12
1.-4.Q.12

Foreign-controlled companies

Source: Own based on Ministry of Industry and Trade’s financial analysis

where whdp;; means weighted GDP growth rate
of i NACE business industries in time t, and
finally in GDP weights Yi;Z; symbol z is equity
which changes from f for foreign to d for
domestic equity.

Min and Smyth [5] also verify the hypothe-
sis weather an increased foreign equity owner-
ship has a positive effect on firm productivity.
They employ the GMM method of instrument
variable estimation to address the possible
endogeneity problem associated with the
appointment of outside directors in robustness
checks, too. Varum and Rocha [5] use in their
estimation a dummy variable which allows
distinguishing between foreign owners and
domestic owners. Against to them we employ
panel EGLS estimation with cross section
weights and differ between domestic and
foreign owners. Our panel regression model is
then described as follows by next equation (3)
separate for domestic and foreign owned
equity:

whdp;, = a + By.ae;s + Bo. ROE; + AR(1) + ¢,
(3)

where weighted GDP growth rate whdp; is
endogenous dependent variable, exogenous
independent variables are average equity

growth rate ae; and ROE; which means return
on equity of i NACE business industries in time
t, o is constant and g; means residuals. We
also have to put auto-regression AR(1) into our
model to optimize autocorrelation of residuals.

3. Discussion on Empirical Results
Due to aspect of the companies’ size and its
possible effect on the profitability of firms it is
used weighted GDP per share of the both,
foreign and domestic owned companies. Our
sample has estimated whether foreign-owned
corporations differ significantly from domestic
companies in these aspects. The results clearly
show that foreign-owned companies have
a positive impact on GDP’s growth rate through
both, an increase in equity and increase ROE.
In the case of domestic firms positive impact of
ROE’s change was not demonstrated. There is
the only one proven positive impact of the
domestic equity’s change on GDP.

According to the fact that the other
parameters have not been significantly
extended (we have tested also changes within
pooled sample of equity per assets, weighted
costs of capital, risky free rate, market risk
premium), the authors believe that the main
reason of the above results may be in foreign-
owned companies tendency to repatriate their
profits. Repatriation of profits is a logical
consequence of the efforts of foreign investors

EM 2014, XVII, 4

—



EM 04 14 zlom 1.12.2014 11:13 Stréanka 63$

Business Administration and Management

Interpretation of regression results (weighted GDP growth rate as dependend

variable)

- o 81 82 AR(1)
'::> -0.9272 0.5006 a 0.2653 b -0.1945 b
g (0.0538) (0.0000) (0.0477) (0.0352)
g 0.4755 0.0219 0.1317 0.0912
i
o
It Adj. R2 S.E. of reg Durbin-Wats.

0.8507 9.6415 1.7794
> o B, B, AR(1)
S -0.2979 0.7336 a 0.0948 -0.2738 a
g (0.7069) (0.0000) (0.6671) (0.0042)
E 0.7901 0.0583 0.2427 0.0936
i
=
8 Adj. R2 S.E. of reg Durbin-Wats.

0.7019 21.1511 2.1016

Note: a, b denote significance at 1%, 5%

to realize returns. The repatriation is necessary
to show a profit also to the investors. It is
possible that foreign-owned firms are therefore
more willing to show a profit than domestic
companies. Domestic companies can also be
desiring to show a lower profit due to lower tax
liability. It would confirm that the increase in
equity has a positive effect on GDP in both
foreign-owned and domestic companies, too.

Technically, there is no multicolinearity among
all exogenous. The Appendix chart shows that
there is not also significant correlation between
residuals and exogenous in our models.
Therefore we reject the hypothesis of
heteroskedasticity problem within residuals.
Even if there is little bad meassure of positive
(foreign) and negative (domestic) autocor-
relation in residuals, our models are in good
condition. All timeseries and panel data have
been stacionary at their first differences.

A foreign direct investment can be regarded
as an investment in which a foreign investor
owns 10 or more percent of stock (share) or rights
to vote. As part of a direct foreign investment,
besides a share in subscribed capital, also
reinvested earnings and other capital can be
regarded and that comprises credit relations
with the foreign investor. Unless this share
exceeds 50%, the companies with foreign
ownership are included in the public or private
national sector [19]. Thus foreign control is

Source: Authors’ calculations

defined as a direct or indirect (through intercon-
nected entities) control of more than a half of
shareholders' voting rights or of more than
a half of shares. Control country is determined
according to the headquarters residence of the
top control institutional entity, e.g. the company.
That is the company that itself is not further
controlled by any other institutional entity [13].
In general, FDI are formed by a contribution
of foreign investors to subscribed capital (SC)
of domestic companies, by reinvested earnings
(RE) of the earnings (or their part) generated by
the companies and reinvested in the business
on domestic territory, and last but not least by
inter-company credits between the foreign
(parent) company and the domestic company
(subsidiary). Unlike the two remaining compo-
nents of direct foreign investments, the specifics
of reinvested earnings are that they do not really
mean real inflow of foreign capital on foreign
exchange market. Thus reinvested earnings of
foreign companies are the value that is compri-
sed in the balance of payments but does not have
any impact on foreign exchange market and
consequently on Czech crown exchange rate.
Most of the data in the balance of payments shows
the transactions between country residents and
foreign entities within which domestic currency
is exchanged for foreign currency. Such transac-
tions are then reflected in the changes in demand
and supply on the foreign exchange market.
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m Inflow of direct foreign investments to selected sectors in 1993-2012

100,000

80,000

60,000

400,000

20,000

0

—20,000
—40,000
—-60,000

=&—Mining and quarrying

== Electricity, water, gas

Manufacturing industry

=>¢=Construction

Source: Own based on CNB — Inflow of direct foreign investments to selected sectors as per sectors and

Fig. 2 shows the inflow of foreign direct
investments to selected sectors in 1993-2012
according to the information of the Czech National
Bank. By 1997, the data include just direct
foreign investments to subscribed capital, since
1998 their part has been reinvested as
reinvested earnings and other capital. Sector
division differs from the one used for the
analysis in this article because, till 2009, CNB
still applied the original segmentation as per the
industry classification of economic activities
(OKEC). The graph shows that the largest FDI
inflow was recorded in manufacturing industry
where the largest year-to-year decrease can be
seen in 2008 and 2009, namely -64,575 mil
CZK and -50,540 mil CZK which, just in 2009,
represented -365%.

Majority ownership of companies in a given
industry, i.e. institutional sector was regarded
as the key factor. Institutional sector represents
a set of institutional units that are characterized
by their similar focus and objectives and are
used to analyze income creation and distribution.
Sectors are further divided into subsectors. In
case of non-financial enterprises which this
article deals with the split is made depending in
the entity that controls and runs them. Thus the
enterprises under state control, private enterprises
under domestic control and private enterprises
under foreign control are distinguished. Although
the split into individual subsectors cannot be

countries — timeline

made quite accurately as the subsectors
mutually overlap in some cases and part of
national public and private sector enterprises
can be owned by foreign owners, but even so it
has significant explanatory power.

The earnings of the foreign company can
either be repatriated as dividends back to the
parent company or reinvested in the domestic
country and thus the original foreign investment
can be increased. In both the cases such a trans-
action is recorded as a cost in the current account
income balance item but only dividends have
real impact on external imbalance of the country
as they increase the demand for foreign
investor currency on the foreign exchange market.
Reinvested earnings remain in domestic
economy and due to the double-entry principle
of balance of payments item posting they are
recorded as the inflow of direct foreign
investments to the country. Repatriation — the
repatriation restrictions and the amount and
method of taxation of profits may therefore be
an important factor in the actual decision-
making about the allocation of investment, such
as Szarowska [21] presents.

The inflow of direct investments to the Czech
economy as a whole is fluctuating. For instance
in 1999-2002 it was growing each year, on ave-
rage, roughly by one tenth (even at relatively
high basic values over the last year) and the
average yearly inflow in this period was
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225.9 bil. CZK. Such a level indicated a world
record of the Czech Republic as to the volume
of incoming investments per capita. Over this
period, reinvested earnings grew each year, on
average, by 41%. However, in 2003, substan-
tial year-to-year decrease of direct foreign invest-
ments by 74% occurred while the reduction of
reinvested earnings volume was just by 1.7%.
In 2003, direct investments reached 72.9 bil. CZK.
In 2005, until then the highest ever inflow of
direct foreign investments to the Czech
economy was recorded with the net balance of
279.2 bil. CZK. — out of that capital inflow and
reinvested earnings reached 262.5 bil. CZK,
the rest being other investments. In 2006, direct
foreign investments to the Czech Republic
dropped year-to-year by 144.5 bil. CZK (i.e. by
52%). Capital entries to Czech companies
slumped by 148.8 bil. CZK. However, foreign
investors reinvested back to the businesses on
the territory of the Czech Republic the earnings
in the amount of 82.1 bil. CZK which repre-
sented by 4 bil. CZK more than in 2005.
Contribution of this study is also examining
relationships in period 2007-2011.

The aim of the article was to estimate whether
the Czech companies’ equity increasing and
returns on equity’s development have an impact
on GDP’s development in selected Czech
business sectors. In future research we will pay
more attention to investigation whether foreign-
owned firms perform significantly better than
domestically-owned firms. We will try to
estimate the relations between ROE, ROA and
the predictor variables which are number of
employees, labor productivity, equity, R&D
expenses as a percentage of sales and
investments.

Concluding Remarks

Our study has proved positive impacts of foreign
ownership on GDP in the Czech Republic.
Foreign-owned companies have a positive
impact on GDP growth rate through both increase
in equity and increase in return on equity (ROE)
of Czech firms. In the case of domestic-owned
firms the positive impact of ROE change was
not demonstrated. Due to the fact that our
research has investigated domestic-owned as
well as foreign-owned companies, there should
be a relation to the FDI issues. Our results have
definitely suggested a theoretical assumption

of most relevant literature that FDI support
economic growth and profitability of selected
business branches.

According to the theoretical assumptions in
the article, foreign-owned companies should
seek higher profitability in order to outweigh the
risks associated with the entry to foreign
economy. Nevertheless, one of the reasons for
this phenomenon may be the size of firms
under foreign control and their ability to create
economies of scale. Large foreign companies
may then also weaken their domestic operation
in the sector or vice versa strengthen their
activities.

In general, the main reasoning behind the
paper conclusions related to foreign-owned
companies may be their tendency to repatriate
profits. While foreign-owned companies are mo-
tivated to maximize their profits which are then
repatriated abroad to increase wealth of their
parent companies, domestic-owned companies
do not prefer maximizing profitability due to
their majority ownership while their, managers
are able to get information and realize their
strategic goals more easily. However, one
question still remains to what extent this issue
is affected by the risk that domestic companies
could report lower profit due to lower tax
liability, or just by the differences between taxes
in the Czech Republic and abroad.
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Appendix:
Multicolinearity of regressors
Correlation
t-Statistic Foreign Domestic
Probability ROE; ROE;
ROEj 1.0000 1.0000
ae, -0.0251 -0.1327
-0.2665 -1.4228
0.7903 0.1576
Heteroskedasticity of residuals
Correlation
t-Statistic Foreign Domestic
Probability RESIDO1 RESIDO02
Residuals 1.0000 1.0000
ROE; -0.0013 -0.0757
-0.0132 -0.7891
0.9895 0.4318
ae, -0.0929 0.0291
-0.9693 0.3025
0.3346 0.7628

EM 2014, XVII, 4



EM 04 14 zlom 1.12.2014 11:13 Stréanka 69$

Business Administration and Management‘

IMPACTS OF SELECTED NACE INDUSTRIES’ FOREIGN OWNERSHIP ON
THE CZECH ECONOMY

Michaela Roubickova, Tomas Heryan

The aim of the current paper was to estimate whether the Czech companies’ equity increasing and
returns on equity’s development have an impact on GDP’s development in selected Czech
business sectors. Contribution of our study to foreign direct investment and firm performance the
matters is using quarterly frequency data to examine relationship between foreign ownership and
quarterly economic growth in selected NACE business sectors. Hanousek et al. [9] argue that
Foreign Direct Investments (FDI) have some several impacts at the Czech microeconomic level.
We argue then, it could be interesting to compare domestic and foreign ownership with weighted
GDP growth rate in the Czech Republic. If foreign equity in the country and rentability of foreign
owned companies affect GDP more than rentability of domestic companies, foreign ownership is
more efficient for the Czech economy. From our point of view, microeconomic data in pooled
sample could influence macroeconomy of the country. It motivates recent study. We are estimating
panel regression models with cross section weights. Our endogenous variable is weighted GDP
growth rate in pooled data of all our selected business industries. Our exogenous variables are
average equity growth rate and growth rate of return on equity (ROE), both in pooled sample of
selected Czech industries. This study proved positive impacts of foreign ownership on GDP in the
Czech Republic. Foreign-owned companies have a positive impact on GDP growth rate through
both increase in equity and increase of ROE of Czech firms. In the case of domestic-owned firms
the positive impact of ROE change was not demonstrated.

Key Words: Foreign and domestic ownership, foreign direct investments, panel regression.
JEL Classification: G34, M12.
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FINANCIAL IMPACT IN CASE OF
INVESTMENT TO THE FOREST PROPERTY
AS A RESULT OF DIFFERENT TREE SPECIES
COMPOSITION IN THE CZECH REPUBLIC

Pavlina Kohler, Viastimil Vala

Introduction

The total area of forestland in the Czech Re-
public is about 2,593,923 ha, of which state owns
60.32%, 19.44% is owned by natural person,
and 16.39% is owned by municipalities and the
rest is owned by others legal bodies. [11]

The spruce covers the largest area —
1,138,424 ha (47.7%); the second largest area
is covered by pine — 332,685 ha (13.9%).
Coniferous species cover in total 67.2%. Oak
and beech — among the broadleaved species —
cover the largest area (7.4%) and (7.2%),
respectively. Important species is also birch,
a pioneer species (4.2%). Broadleaved species
cover in total 32.8% of the area covered by tree
species. [13]

The primacy of spruce is given both by natural
conditions and by the history of forest mana-
gement. “According to the analysis, the current
proportion of homogeneous spruce forests in
the total forest area is 20.3% (pure) and the
current share of spruce-dominated forest
ecosystems is 10.7% (dominant)” [10, p. 521].

“In the Czech Republic, the area of the
coniferous trees is about 330,000 ha larger
than is appropriate for the prescribed target
tree species composition, and this area should
be replaced by beech” [18, p. 33]. Decrease of
Abies alba from natural 20% to critical value of
less than 1% leads to disappearing of A. alba
from Czech forests [6]. Ministry of agriculture
wrote in the Report about condition of Czech
forests from 2010 that natural representation of
spruce was 11.2%, fir even 19.8% and beech
40.2% with current representation only 7.32%
[12].

Additive trees grow in current spruce mono-
cultures, which at least partly limit negative
influence of spruce stands. Emission of these
trees and their support possibly lowers costs on
modification of species composition it the future.
[16, p. 24] Frequent calamities are caused by
instability of often monocultural or damaged
and weakened forests whether because of their
inappropriate tree composition. This is the
reason for changing their current composition
to their natural state.

Many scientists proved bad health condition
of Czech forests and their weak resistance
against biotical and abiotical factors. E.g. 31%
of Czech forests are potentially endangered by
honey fungus (Armillaria sp.). It has optimum
from 2 to 4 fvz — forest vegetation zone in
nutrient stations [8]. Cermak et al. [2] confirmed
middle to high risk of Armillaria attacks in
spruce stands within investigated locality in 3rd
and 4th fzv and its possible deterioration simul-
taneously with change of external conditions.

Representation of Fagus sylvatica in the
Czech forests is small, even though F. sylvatica
is our one of the most important forest trees.
However, less attention to its health condition is
paid. Beech was and is considered as relatively
healthy and resistant tree, but in last years it
became endangered by bark necrosis. [7]

Change of tree composition to its natural form
is supported by state. It creates tools which
motivate forest management to change it accor-
ding to target composition and stand conditions.
Subsidies are one of the tools. They buffer part
of planting costs and maintenance of amelio-
rating species (MZD). Barto$ et al. [1] wrote
that forest regeneration with high representation
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of MZD (spruce 30, oak 30, beech 30, larch 10)
was supported by financial endowment, which
was about 46 thousands CZK higher than real
plantation costs. This difference is five times
higher than in case of forest regeneration
without MZD (spruce 40, beech 30, fir 30) in
minimal quantity per hectare for principal tree
species.

Forest owners and managers are motivated
to change their forest composition. But the
change will have an economic impact on their
property. Barto$ et al. calculated average price
of spruce and beech assortments in real stands
1,273 CZK/m3 spruce and 1,238 CZK/m3 beech.
They measured 520 m3/ha in spruce stand in
age of 45 years, which could correspond to site
index +1 (36). [1]

Current average price of standing stale
spruce wood without sorting was 1,300 CZK/m3
(according to private information from the
harvest cut in years 2011/12).

Suitable mixture of spruce with beech has
a deciding factor on production and could
change according to locality. Volume and
quality yield of mixed spruce-beech stand does
not reach yield of pure spruce stand, but not
higher than sum of yields of pure beech and
pure spruce stands calculated from assistant
stands. [Wiedemann 1942 ex 15].

1. Aim and Hypotheses

The aim of this research is to create a model of
dependency of total profit from forest stand
depending on its composition and prove that if
the forest composition is changed in favour of
beech, the financial impact will be significantly
negative. For our example pure Norway spruce
(SM) stand is progressively changed to pure
beech (BK) stand in 4th fvz with different site
indexes. Time factor is eliminated, because all
forest management activities are made at the
same time in a model stand. The stand area is
100 hectares and on each hectare there is
a forest group of differing age differs about
1 year from the forest besides. In one year trees
are harvested, planted, maintained, protected,
etc. All cash flows are related to the area of 100 ha,
but all activities are done within one year. So,
the results could be understood differently. The
costs, revenues and profit are cash flows of
1 ha stand during 100 years.

The research is based on the three
following hypotheses:
a) The model pure SM stands profit more (P,)
than pure BK stands (P,).

P,>P, P — profit
P,=R,-C, C — costs
P,=R,-C, R — revenues.

b) Decreasing of SM composition decreases
revenues and silvicultural costs rises up
and total profit decreases too.

P, =P,k k - coefficient
includes influence of stand composition to
the total profit.

c) The total profit is influenced by change of
stand composition. The total profit (loss) is
function of stand composition change.

P =1(X) X — share spruce.

The results could be a start point for further
research by modelling risks or others
influences. Risk is related to possible insurance
of forest, etc.

2. Material and Methodology
Many scientists proved that progress of high
growth of dominated and co-dominated species
in mixed stands is the same as high growth in
pure stands. Type of mixture does not influent
shape of growth curves. [Weidemann1951,
Weck 1955, Halaj 1968, Hladik 1978, ex 9].
Halaj based on own research stated, that forest
site type trees mixed in one stand have in
average comparable site index [5].

Taking the facts above into consideration
a model stand was created. The stand area is
100 ha with rotation period of 100 years and it
is located in 4th fvz natural beech wood stands
according to the Typological classification
system of UHUL (The Forest Management
Institute) [14]. The stand consists imaginarily of
one hundred forest groups each with an area of
1 ha and different age from 1-100 years. In the
whole area there will be imaginarily grown
Norway spruce (SM) and all costs and revenues
will be calculated within one year in the stand.
In each next example it will be replaced 10% of
SM by beech and continued until the stand is
pure beech (BK). This presumption that was
introduced above is that SM and BK on the
same locality will get identical mean high in the
same age meaning site index of both the trees
will be the same. Regeneration period is one
year. Forest regeneration will be done
immediately after major harvest. The model is
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used for all site indexes. Totally there are 121
different situations. For each from eleven
different site indexes from +1 (36) to 9- (16)
there are eleven possible species compositions
from pure spruce to pure beech stand.

No calamities or other outsider factors are
considered. The model stand is supposed
healthy, wood is ideally without any damages
and the stand is fully-stocked.

2.1 The Mensuration and Growth
Tables (MGT)

Data about merchantable volume in age
classes of five years is available from the
Mensuration and Growth Tables (MGT) of the
main tree species of the Czech Republic [3],
where the left part of the tables represents the
mensuration tables plus indicating the basic
stand characteristics of the present stands and
the right part of the tables is the growth table
itself. It indicates the predicted development of
selected stand characteristics for the main
stand (mean height, mean diameter, merchan-
table volume) and the thinning (merchantable
volume).

Allowable cuts (merchantable volume) are
set from MGT, and from the regulation No.
84/1996 Coll., About forest planning, for their
comparison [19]. The volume of cuts is used for
calculation of costs and revenues for the model
stand.

2.2 Costs Calculation

Necessary costs are divided into two groups:
silviculture, which includes protective costs and
logging, which includes cutting, crosscutting,
delimbing and skidding. Wood is sold on
roadside. Other costs e. g. cost of road
maintenance, amelioration, management were
not considered because they could be very
different according to the locality.

Silviculture and logging costs were calcu-
lated from moment of stand regeneration to
harvest cut. Stand is regenerated by 4,000
four-years-old plants of SM and 9,000 three-
years-old plants of BK. Spruce is planted by
hole planting and beech by slit planting to the
full-area soil prepared. BK plants are full-area
fenced up to 50% of its composition. With higher
BK composition the fenced area decreases to
20% in case of pure BK stand. In the first three
years the SM is scythed two times a year in
lines and BK in full-area, SM is painted against

pine weevil and against game browsing in
autumn. Then the next three years the scything
is done only once a year and protection against
game browsing annually decreases by 20% in
older trees. When the BK plantation is esta-
blished the fence is removed and stand is
tended. In the age of 10 to 15 years in the moment
of canopy closure the negative selection crown
thinning is executed and 30% of SM trees are
removed. 30% of subdominant and co-
dominant BK trees is removed.

In stands of ages 20 to 95 years thinning is
executed. In pure SM stands and mixed stands
with minimum composition preventive measures
must be taken according to regulation No.
236/2000 Sb., which altered Decree of the
Ministry of Agriculture of the Czech Republic
No. 101/1996 Coll., setting forth details for
securing forest protection and stating models of
service badge and of forest guard certificate
[20]. Basic condition of Ips typographus is
observed by insect trapping (cut control spruce
stems, the so called trap trees, or installation of
pheromone-baited traps), which are installed in
spring and summer seasons in minimum of one
trap on each 5 hectares of forest stands older
than 60 years with at least SM20.

Used prices of all activities are reported in
appendix No. 1, there are prices of contractors
including their profit margin.

C =ny AP + Ny APpy + NAP, + NAD, +
+ NAD, + NAP3 + NAD, + NP5 + Acp + NPy +

+ E1AC,, (sm bk + E2ACpro (smbk) + EZAC: (sm,t()l;))

n, — number of units (operations or meters
of fence),

Ngm pi — NUMber of plants,

n Z number of traps,

Psm,bx — Plant price included its planting,

Py, = price of traps included its control and
remediation,

A — area of silvicultural or logging operation
in ha,

E, 5 3— volume of cut with bark deduction in
1 ms3,

p, — price of full-area site preparation,

p;— price of scything in lines 50 cm for 1 ha,

p, — price of full-area scything for 1 ha,

pz— price for painting against spruce brows
for 1 plant (including work and material),
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p, — price for painting 1 ha against weevil
(including work and material),

ps — price one running meter for a fence
building and disposal,

Cp (sm,bk) — COSts of clearing on 1 ha (30%
reduction),

Cpr (sm,bk) — COSts of thinning and skidding of
1 m3 of softwood and broadleaved species in
forests up to 40 years,
Cporo (sm,bk) — COSts of thinning and skidding
of 1 m3 of softwood and broadleaved species in
forest older than 40 years,

Ct (sm,bk) — COSts of harvest cut and skidding
of 1 m3 of and softwood and broadleaved

species.

2.3 Revenues Calculation

Revenues from the model stand were calcu-
lated as a product of cubic capacity harvested
assortments and its price on roadside, which is
recorded by the Czech statistical office to the
roadside place [4].

R=M,Aps+M,Ap,+MsApg 2)

Pg.g — Wood price according assortments,

M, — volume of timber of assortments of Ill.
A/B quality class according to the Czech state
norm (CSN),

M, — volume of timber of assortments of IV.
quality class according to the CSN,

M, — volume of timber of assortments of V.
quality class according to the CSN (fuel wood),

A — area of species in model stand.

2.4 Profit from the Model Stand

The total profit does not include any tax or
forest administration costs. For the research
the profit means difference between costs and
revenues. In case that result is negative there
is loss and not profit.

P=R-C (3)

3. Results

Firstly values of cuts were set up for
calculations of revenues and costs. Actual
prices for year 2012 were used, which could
differ from one contractor to another one and
which includes their profit margin. For wood

assortments an average price for wood for the
third quadrant last year 2012 were used. It is
publicly available from the Czech statistical
office (CSU) webpage [4]. This price is of wood
on roadside.

3.1 Allowable Intermediate Cut

According to regulation No. 84/1996 Coll., on
forest management planning, for pure spruce
and beech stands of higher site index there is
percentage value of allowable intermediate cut
including natural mortality for each decennial
period and for full stocking (see Tab. 1 and 2).
In the tables below there are values from the
Mensuration and Growth Tables (MGT), which
were summed for 10 years period for better
comparison because in the MGT there are five-
year periods stated. The values from the MGT
for spruce up to 70 years are higher and then
mainly lower according to the regulation for site
index +1. In average the volumes are almost
equal. Volumes are compared without that of
age of 20 years because there is no data for
allowable intermediate cut for spruce till the age
of 30 years in the MGT. For beech both
volumes are almost equal at sum. The volumes
in the MGT are lower than regulation ones and
they were used for the calculations. In this way
overvaluation of incomes is potentially avoided.

3.2 Harvested Timber and Its
Assortments

Volume of timber harvested from model stands
were established according to real timber
supply from the MGT as well as intermediate
cut. All cuts were sorted by their diameter at
breast height according to the Assortment
tables [17 with groundwork by Dejmal 1986].
Bark deduction was made differently according
to their diameter at breast height were used
different coefficient. Example of calculation is in
appendix No. 2. In case of spruce the used
category was: standard for stacked and healthy
wood with average technological quality stan-
dards. In case of beech followed category was
used — standard for stacked and healthy wood
with average technological quality standards
including branch wood. Shares of assortments
in the model stand are shared as followed (Tab. 3).
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index +1 (36)

Comparison of allowable intermediate cut for pure spruce stand with site

Age Timber to the top An allowable intermediate cut according to the [An allowable intermediate
of 7 cm o.b. regulation cut according to the MGT
(in m3/ha) Timber to the top Timber to the top (in m3/ha)
of 7 cm o.b. (in %) of 7 cm o.b. (in m3ha)
30 294 24 70.6 77.0
40 423 17 71.9 77.0
50 534 12 64.1 71.0
60 628 10 62.8 63.0
70 716 8 57.3 58.0
80 785 7 55.0 54.0
90 847 6 50.8 52.0
100 900 6 71.4 50.0
Total 503.9 502.0
Source: Calculated form the MGT and regulation No. 84/1996 Coll., About forest planning.
_Comparison of allowable intermediate cut for pure beech stand with site
index +1 (36)
Age Timber to the top An allowable intermediate cut according to the |An allowable intermediate
of 7 cm o.b. regulation cut according to the MGT
(in m3/ha) Timber to the top Timber to the top (in m3/ha)
of 7 cm o.b. (in %) of 7 cm o.b. (in m3ha)
20 118
30 220 21 46.2 70
40 303 21 63.6 75
50 381 18 68.6 68
60 454 16 72.6 60
70 527 13 68.5 56
80 591 11 65.0 54
90 655 10 65.5 56
100 711 9 64.0 55
Total 514.0 494

Source: Calculated form the MGT and regulation No. 84/1996 Coll., About forest planning.

Data was got from the MGT as values of
total cuts from major harvest and allowable
intermediate cuts. The Tab. 4 below presents
example of the volumes for site index 36 and
16 for pure spruce stand and pure beech stand
and equally mixed stand. Situation is similar in
others site indexes. Total volume is almost the

same for another species composition. There is
a difference between volumes in various stand
growth stages. Whereas the major harvest is in
any situation higher in case of pure spruce
stand, opposite situation is in all cuts before
major harvest in case of pure beech stand or its
mixtures.
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Assortment shares of different site indexes in case of spruce and beech

Assortment shares of different site indexes
Assortment spruce
36 34 32 30 26 24 22 20 18 16

Ill. A/B grade 0.8510 | 0.8317 | 0.8054 | 0.8057 | 0.7773 | 0.7139 | 0.7219 | 0.6168 | 0.6156 | 0.6109 | 0.6102
V. grade 0.1219 | 0.1414 | 0.1684 | 0.1679 | 0.2034 | 0.2669 | 0.2588 | 0.3639 | 0.3650 | 0.3699 | 0.3706
Fuel wood 0.0272 | 0.0269 | 0.0262 | 0.0263 | 0.0193 | 0.0192 | 0.0193 | 0.0192 | 0.0194 | 0.0192 | 0.0192

beech
Ill. A/B grade 0.6645 | 0.6384 | 0.6360 | 0.6414 |0.6414 | 0.6549 | 0.6371 | 0.6699 | 0.6538 | 0.6425 | 0.6213
V. grade 0.2828 |0.3110 | 0.3140 | 0.3139 | 0.3139 | 0.3001 | 0.3179 | 0.2847 | 0.3020 | 0.3192 | 0.3408
Fuel wood 0.0526 | 0.0506 | 0.0500 | 0.0447 |0.0447 | 0.0450 | 0.0450 |0.0454 | 0.0442 | 0.0383 | 0.0379

Source: Calculated form the Assortment tables and the MGT used methodology above.

Volume of cut in model stands of site index 36 and 16

Volume of cut in site Volume of cut in site
Items with bark deduction index 36 in m3 index 16 in m3
SM100 | SM50 | BK100 | SM100 | SM50 | BK100
Volume of cut up to age 40 years (E,) 146.94 | 149.08 | 151.22 | 0.00 | 0.00 0.00
Volume of cut over 40 years (E,) 350.08 | 404.27 | 458.46 | 64.80 | 94.71 | 124.63
Major harvest (E,) 820.62 | 745.54 | 670.47 | 240.97 | 183.00 | 125.03
Total 1,317.64(1,298.89 (1,280.15| 305.77 | 277.71 | 249.66
Volume of Ill. A/B grade of quality (M,) 1,121.28| 985.99 | 850.70 | 186.57 | 170.83 | 155.10
Volume of V. grade of quality (M,) 160.55 | 261.31 | 362.07 | 113.32 | 99.20 | 85.09
Volume of fuel wood, VI. grade of quality (M,) 35.81 | 51.595 | 67.38 | 5.88 7.67 9.47

Source: Results from calculations according to the methodology.

Share of total volume of spruce and beech
harvested timber is shown in the Fig. 1. In the
model stand the amount of beech harvested
timber does not decrease fewer than 74% of
spruce harvested timber. In average beech
harvested timber comprises about 81% of
spruce harvested timber.

3.3 Costs and Revenues
Calculations

Using the previous results of harvested timber

and its assortments the costs and revenues for

model stand in all site indexes and mixtures of

spruce and beech were calculated (tab. 5 and 6).
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m Share of total volume of spruce and beech cuts

Share of total volume of spruce and beech cuts

1.20

1.00

97%

0.80 -
e
5060 -
(7]
0.40 -
0.20 -

0.00 -

84% 84%

83%

36 34 32 30

79%

28

9% 79% 76%

74%

78% 82%

26
Site index

24 22 20

18

16

Source: Results from calculations according to the methodology.

Example of costs calculation for model stand in site index +1 (36)

and SM100, BKO

C= Costs of Calculations

NerP planting of spruce 4,000*1*(10 + 5) 60,000
nb,/\pak planting of beech 9,000*0%(8 + 4.8) 0
np, full-area site preparation 12,000 2,000
nAp, scything in lines 1*7*5,000 35,000
nAp, full-area scything 0*7*8,000 0
nAp, painting against spruce brows 4,000%(1+1+0.8+0.6+0.4)*1*1.2 18,240
nAp, painting against weevil 1*2,620*3 7,860
nps building and disposal of a fence 090 0
Ac, clearing — 30% reduction 1*9,600 9,600
npp, traps including control and remediation | 16*1*600 9,600
E/AC, sm thinning and skidding (age < 40 years) | 146.94*1*1,020 149,879
EiAC pig 151.22*0*780 0
EAC,, fsn thinning and skidding (age > 40 years) | 350.08*1*660 231,053
EAC o i 458.46*0*660 0
EAAc, s harvest cut and skidding 820.62*17660 541,609
EAC 1 670.47*0.684 0
Total costs (C) 1,064,841 CZK

Source: Calculation according to the equation (1)
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and SM100, BKO

Example of costs calculation for model stand in site index +1 (36)

R= Revenues of Calculation

M, A pg timber of assortments of Ill. A/B quality class | 1,121.277*1*2,098 2,352,439
M,Ap timber of assortments of IV. quality class 160.557*1*860 138,079
M; A pg timber of assortments of V. quality class 35.807*1*784 28,073
Total revenues (R) 2,518,591 CZK

Source: Calculation according to the equation (2)

Profit from model stand in site index +1 (36) and SM100, BKO is:

P=2,518,591 — 1,064,841 = 1,453,750 CZK

In the table 7 below you can see some other results for next two site indexes and different
species compositions. Average costs for established plantation are 133,000 CZK per hectare in

pure spruce stand and 237,000 CZK per hectare in pure beech stand.

Profit from model stands in different site index and species compositions

Item Cash flows for site index 36 | Cash flows for site index 26 | Cash flows for site index 16
(CZK) (CZK) (CZK)

SM100 | SM50 | BK100 | SM100 | SM50 | BK100 | SM100 | SM50 | BK100
gzs:zrsgt‘v‘;i::"g;izng 132,700 | 184,750 | 287,232 | 132,700 | 184,750 | 287,232 | 132,700 | 184,750 | 237,232
Harvesting costs 932,141 | 905,640 | 879,139 | 487,403 | 432,300 | 377,198 | 211,408 | 189,591 | 167,773
Total costs 1,064,841(1,090,390 (1,116,371 | 620,103 | 617,050 | 614,430 | 344,108 | 374,341 | 405,005
Total revenues 2,518,591(2,104,007|1,689,422 | 1,234,116| 984,492 | 734,867 | 493,492 | 409,238 | 324,984
Profit (Loss) 1453,750(1,013,617| 573,051 | 614,013 | 367,442 | 120,437 | 149,384 | 34,897 | -80,021

Source: Results from calculations according to the methodology.

Established plantation costs grew 6% in
average with growth 10% of beech in species
composition. The main growth of the costs is
between pure spruce stand and composition of
SM90 and BK10, as seen in Fig. 2.

With calculation of weight average price of
wood for spruce and beech stand using both
the data from Tab. 3 and from profits from
stands it is possible to confirm that the average
is decreasing with site index of tree especially
in spruce stands, whereas this decrease is not
so noticeable in case of beech stand. The
average price of spruce wood ranges in the
highest site index (36) from 1,991 CZK/m3 to

1,614 CZK/m3 for the lowest site index (16) and
in case of beech wood from 1,319 CZK/m3 to
1,302 CZK/m3. Relative change is in Fig. 3.
Sorting process influences profit from
spruce stands more than beech stands because
of significant differences in assortment prices.
The average price of spruce wood reached
77% of lll. A/B quality classification price and
the average price of beech wood reached 90%
of Ill. A/B quality classification price in the
lowest site index. It responds to price differen-
ces between grades, where spruce wood price
of fuel wood compared to Ill. A/B grade
comprises 37% and 75% in case of beech.
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m Established plantation cost for different species composition

Estabilished plantation costs
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Source: Results from calculations according to the methodology.

m Relative change of average wood price according to site index

Relative wood price change in dependency on site index
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Source: Results from calculations according to the methodology
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3.4 Profit De_r_endency on Species
Composition

With the previously calculated prices results
show that in stand with the highest site index
the differences between profits in pure spruce
stand and pure beech stand will be about
900,000 CZK, whereas in stands with the lower
site index it will be 230,000 CZK.
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The profit is decreasing linearly with
dependency on species composition from
SM100 to BK100. In lower site indexes this
decrease is not so steep. In stands with
composition BK80 with index 20 and lower
there is loss. The Fig. 4 shows absolute values
for all 121 model situations.

m Dependency of profit from forest on species composition

Profit dependency on species composition
1,600,000
1,400,000
1,200,000 — =36
A = 34
1,000,000 e 32
N ——
O 800,000 30
_E —fe— 28
‘E 600,000 ¢ 26
o
400,000 24
! i -l 22
200,000 = = 20
~.‘--I.._.
0 ttecrecttncaa,, ceeeay S ~--!_--. 18
HE ceeeses!B
-200,000
0 10 20 30 40 60 70 80 90 100
Percentage of beech in the model stand

Source: Results from calculations according to the methodology.

Absolute relation between profit and species composition for various site indexes:

y =px+n.

E.g. for site index 36: y = -8713x + 1,445,667. For others site indexes coefficients are in Tab. 8.
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Coefficients for different site

indexes
Site index p n
36 -8,713.0 1,445,667
34 -8,885.9 1,268,901
32 -76,917.0 1,085,997
30 -68,338.0 933,855
28 -60,036.0 774,034
26 -48,418.0 605,929
24 -44,193.0 509,601
22 -33,573.0 348,967
20 -29,479.0 277,641
18 -25,661.0 206,535
16 -22,001.0 141,301
Source: Results from calculations according to the
methodology.

n — profit from the model stand,

p — differences between profit from pure
spruce stand and pure beech stand divided by
beech composition.

In case of mixture SM40 and BK60 at site

index 36 the profit is approximately:
y = 60x(-8,713)+1,445,667 = 922,877 CZK

Coefficients for different site

indexes
Site index p n R2
36 -0.0083 2.3427 0.9989
34 -0.0088 2.0330 0.9987
32 -0.0085 2.2327 0.9987
30 -0.0087 2.1992 0.9986
28 -0.0085 2.1124 0.9982
26 -0.0077 1.9676 0.9978
24 -0.0080 1.9175 0.9975
22 -0.0068 1.7036 0.9966
20 -0.0066 1.6182 0.9958
18 -0.0063 1.5109 0.9946
16 -0.0006 1.3892 0.9922

Note: R2 — coefficient of determination

Source: Results from calculations according to the
methodology.

It is possible to express the graph (Fig. 4)
relatively as a relation between profit and
species composition for various site indexes:

y=px+n

E. g. for site index 36:

y =-0.0083x + 2.34

Conclusion

Nowadays matters about forest stability are
very important related to the climate changing,
which could be met by owner or manager.
Many scientists show an alarming condition of
some of our forests and possible threats
caused by biotic and abiotic agents.

The owner or manager can change species
composition and influence the future profit from
cut wood. From this point of view this profit is
interesting gain from economic forest function
because the others functions (as ecological
and social) are not enough profitable yet in the
Czech Republic.

The aim of this research was to prove that
natural species composition is not as profitable
as spruce monoculture in example of 4th fvz (forest
vegetation zone in nutrient stations). The profit
from pure spruce stand is higher, so that beech
stands are not lucrative for owners. Any state
subsidiaries or other motivation tools for changing
species composition were not considered.

On the model stand possible costs and
revenues for all possible site indexes and
various species compositions from pure spruce
forest through mixtures of beech to pure beech
forests were calculated. The cash flows were
compared. The model stand includes 100 groups
differ in age of one year. The same rotation
period of 100 years and regeneration period of
one year were considered for spruce and
beech stands.

It was set up a number of silviculture and
logging activities and the costs were calculated.
Total volume of cuts was used from MGT
(Mensuration and Growth Tables) for all site
indexes with bark deduction. Revenues were
calculated for wood assortments. There are
used prices of forestry contractors including
their profit margin and average price for wood
assortments for the third quarter last year 2012
publicly available from the Czech statistical
office related to the roadside.

The research was based on three hypotheses.
Firstly the profit from the pure spruce stand is
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higher than the profit from pure beech stand.
The revenues from spruce stand were
2,518,491 CZK, which is 1.5 times higher
than beech ones, which were 1,689,422 CZK in
site index +1 (36). The costs for establishing
plantation did not differ in absolute values so
much. The difference between the revenues is
caused mostly by different price for species
assortments according to their quality. The
volume of harvested SM and BK wood does
not differ so significantly mainly in higher site
indexes in pure stands or their mixtures too. In
case of SM100 the volume of total cut was
1,317.64 m3, SM50, BK50 it was 1,298.89 m3
and BK100 it was 1,280.15 m3 (for site index 36).
The volume of cuts is almost the same, there is
a difference between the volume of wood
harvested in forest group with age up to 40
years, older than 40 years and major harvest,
where the major harvest is in any situation
higher in case of pure spruce stand. Opposite
situation is in all cuts before major harvest in
case of pure beech stand or its mixtures.

Profitability of potential investment, which
presents costs to the pure spruce stands with
the highest site index +1 (36) is 234%, whereas
profitability of beech stand in the same site
index is only 151%.

The second hypothesis was confirmed only
partly. It is true that lower SM composition
causes lower profit. However, this is not caused
by rising costs for established plantation, which
are twice times higher in case of beech. Price
differences of wood assortments have
a bigger impact on the profit. Wood price is
affected by various factors, which could be
target for future research. The calculated average
price for site index +1 (36) in case of SM is
1,990 CZK/m3 and for BK 1,319 CZK/m3. In
comparison to Barto$ et al. [1], results from this
research do not differ so significantly in case of
BK. They got beech wood price 1,238 CZK/m3
and spruce price 1,273 CZK/m3 which differs
more, whereas the differences between used
prices were not so big. It could be influenced by
various damages which could lower price and
which were not taken in consideration in the
model situation. Level of risk of lower profit
could be next topic for following research.

Average costs for established plantation
including the first 30% clearing were 132,700 CZK
in case of pure spruce stand and 237,232 CZK
in case of pure beech stand. It could be

decreased by lower amount of silviculture
operations, but main cost comprises of
planting. All the cash flows are related to the
area of 100 ha, but all activities are done within
one year. So, the results could be understood
differently. The costs, revenues and profit are
cash flows of 1 ha stand during 100 years.
The third hypothesis confirmed that
amount of profit is influenced by species
composition with certain amount of silviculture
operations. Profit is a linear function of
changing species composition. Intensity of
silviculture operations could lower costs, but on
the other hand it could lower volume of felling
too. But this was not object of this research.
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Appendix 1: Price list of operations and wood

Operations* Price in CZK
p, - full-area site preparation (1 ha) 2,000
Pom~ plant price SM (12-25 cm) and Whole planting price for one plant 10+5
Py = Plan price BK (36-50 cm) and Slit planting price for one plant 8+48
p, — price of scything in lines 50 cm for 1 ha 5,000
p, - price of full-area scything for 1 ha 8,000
p5 = price for painting against spruce brows for 1 plant 1.2
p, — price for painting 1 ha against weevil - SM — work (1,000 CZK); material
(Primor, 1 kg on one ha; 1,620 CZK) 2,620
p5 - price of running meter of fence and disposal 80 + 10
¢, — costs of clearing on 1 ha (30% reduction) 9,600
_Cprom — COSts of thinning and skidding of 1 m3 of softwood 660 + 360
Copi — Costs of thinning and skidding of 1 m3 of broadleaves 420 + 360
_Cprom ~ C0StS of thinning and skidding of 1 m3 of softwood in forest older than 40 years 300 + 360
Coropk — COSts of thinning and skidding of 1 m3 of broadleaves s in forest older than 40 years 300 + 360
Pp= price of one trap includes its control and sanation (one piece is required two times
a year on each 5 hectares in forests younger then 40 years) 600
_Cy e — Costs of harvest cut and skidding of 1 m3 of and softwood 300 + 360
Cypy — COsts of harvest cut and skidding of 1 m3 of and softwood and broadleaved species 324 + 360
Wood grade of quality*™*
pg = SM - lll. A/B quality classification according to the Czech state norm (CSN) 2,098
p, - SM V. quality classification according to the CSN 860
pg = SM VL. quality classification according to the CSN - fuel wood 784
pg — BK — Il A/B quality classification according to the CSN 1,453
p, - BK V. quality classification according to the CSN 1,050
pg — BK VI. quality classification according to the CSN - fuel wood 1,086

Note: *Prices of contractors includes its profit margin; ** Average prices in third quarter of year 2012 (CSU) as a price
on roadside [4].
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Appendix 2: Example of the SM sorting, site index +1 (36)

Age | Stock | Cut |d,with| Bark | Cutwith Volume of harvested assortments with bark deduction (m3)
(m3)* | (ms)* | bark | dedu- | bark 1. A MB | pulp | fuel
(em)* | ction** [ dedu- wood | wood
ction (m3)

15 82.00 1.b 2a 2b 3. 1.b
20 | 152.00 11.90 0.00 | 0.00 | 0.00
25 | 223.00| 34.00 | 14.30 | 0.8777| 29.84 6.57 | 22.98 | 0.30
30 | 294.00| 43.00 | 16,50 | 0.8826| 37.95 17.08 | 20.12 | 0.76
35 | 358.00| 45.00 | 18.60 | 0.8872| 39.92 17.97 | 21.16 | 0.80
40 | 423.00| 44.00 | 20.70 | 0.8914| 39.22 | 0.78 | 16.87 863 | 1216 | 0.78
45 | 477.00 | 42.00 | 22.70 | 0.8951| 37.59 | 0.75 | 16.16 827 | 11.65 | 0.75
50 | 534.00| 39.00 | 24.60 | 0.8979| 35.02 | 0.35 | 2346 420 | 6.30 | 0.70
55 | 582.00 | 37.00 | 26.40 | 0.9005| 33.32 | 0.33 | 22.32 400 | 6.00 | 0.67
60 | 628.00| 35.00 | 28.10 | 0.9026| 31.59 1548 | 9.79 2.21 348 | 0.63
65 | 674.00| 33.00 | 29.90 | 0.9049| 29.86 14.63 | 9.26 209 | 328 | 0.60
70 | 716.00| 31.00 | 31.50 | 0.9061| 28.09 13.76 | 8.71 1.97 | 3.09 | 056
75 | 753.00 | 30.00 | 33.10 | 0.9073| 27.22 463 | 7.89 | 1062 | 1.36 1.91 0.82
80 | 785.00| 29.00 | 34.70 | 0.9084| 26.34 448 | 764 | 1027 | 1.32 184 | 079
85 | 821.00| 28.00 | 36.10 | 0.9091| 25.45 433 | 7.38 993 | 127 178 | 0.76
90 | 847.00| 28.00 | 37.60 | 0.9098| 25.47 382 | 560 | 1274 | 127 127 | 076
95 | 879.00 | 27.00 | 39.00 | 0.9108| 24.59 369 | 541 12.30 | 1.23 123 | 074
100 | 900.00 | 28.00 | 40.40 | 0.9118| 2553 383 | 562 | 1277 | 1.28 128 | 0.77

Major

harvest | 900.00 | 900.00 | 40.40 | 0.9118| 820.62 123.09 | 180.54 | 410.31 | 41.03 | 41.03 | 24.62
TOTAL 1,287.00 1,317.64| 221 | 270.55 | 247.84 | 478.92 | 121.73 | 160.55 | 35.81

Note: * Values from the MGT [3]; **Bark deduction was interpolated so that it responds the best to the d, ; (diameter
at breast height) [17].
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FINANCIAL IMPACT IN CASE OF INVESTMENT TO THE FOREST PROPERTY
AS A RESULT OF DIFFERENT TREE SPECIES COMPOSITION IN THE CZECH
REPUBLIC

Pavlina Kéhler, Vlastimil Vala

The spruce covers the largest area 44.7% in the Czech Republic, but its natural representation was
11.2%. Forest owners and managers are motivated to change their species composition. But the
change will have an economic impact on their property. The aim of this research is to create
a model of dependency of total profit from forest stand depending on its composition and prove that
if the species composition is changed in favour of beech, the financial impact will be significantly
negative. The model has area 100 ha with 100 forest groups which differ in age of one year. All the
silviculture and logging activities were done within one year for eleven site indexes. Total volume
of cuts was used from the Mensuration and Growth Tables. Prices of contractors including their
profit margin and wood price from the Czech statistical office were used for revenues and costs
calculations related to the roadside. The profit from the pure spruce stand is higher than profit from
pure beech stand. The costs for establishing plantation did not differ in absolute values so much.
The difference between revenues is caused mostly by different price for species assortments
according to their quality. The profitability of potential investment, which presents costs to the pure
spruce stands with the highest site index +1 (36) is 234%, whereas profitability of beech stand in
the same site index is only 151%. Profit is a linear function of changing species composition. The
localities with the lowest site index was it the red.

Key Words: Profit, spruce, beech, profitability, cost, revenues.
JEL Classification: C20, Q23, L73.
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MARKET ORIENTATION AND STRATEGIC
BEHAVIOUR AT HIGH-TECH COMPANIES

Lucie Kanovska, Eva Tomaskova

Introduction

Market orientation is an approach based on
marketing conception, which was introduced by
[16]. Although the principle of market orientation
has been known for sixty years, detailed analysis
only began at the beginning of the 1990s. In 1990,
the Journal of Marketing published the results
of two studies sponsored by the Marketing
Science Institute. The studies were made by
[35] and Narver and Slater [43]. These two
pieces of research had a substantial impact on
the formation of a new approach to marketing
and subsequent studies on market orientation
and took the initial steps towards creating
a definition of market orientation. The definition
by Kohli and Jaworski was totally different to
the one by Narver and Slater. The definition by
Kohli and Jaworski perceives market orien-
tation as an implementation, namely as an
instrument for strategic decision-making.
Alternatively, the definition by Narver and Slater
perceives market orientation from a business
learning and corporate culture point of view.

The objective of this paper is to assess the
relationships between market orientation and
strategic behavior at high-tech companies. It
begins with a review of currently relevant
literature and followed by an outline of our “New
Method” for measuring market orientation at
high-tech companies. Results from our
research are illustrated in the findings section.
The paper concludes with a discussion on
research contributions, managerial implications
and suggestions for further research.

1. Literature Review

There have been many studies dealing with
market orientation published. Furthermore,
these studies may be divided into four aims:
The first is to find the best definition of market

orientation; the second aim is to prepare the
optimum method of measuring market orientation;
the third is to find how best to implement
market orientation in a company; the final aim
is to find all factors which are influenced by or
have an influence on market orientation.
However, some of the previously published
studies contain different approaches. All
definitions of market orientation are divided into
six stages: the decision process (e.g. [50], [23],
[24]); information gathering (e.g. [35], [36], [33],
[2], [62]); corporate culture (e.g. [43], [6], [27]);
strategic management (e.g. [49], [11], [42], [45],
[28]); customer orientation (e.g. [14], [51], [15];
and stakeholder orientation (e.g. [30], [17], [3],
[54]). The method for measuring market
orientation was prepared in accordance with
this approach.

What individual schools of thought agree on
is that market orientation contains the acquisition
and distribution of market information. Most
available studies more or less agree that customer
orientation, competitor orientation and inter-
functional coordination are the most important
elements of market orientation. Although
customers and competitors represent the most
important stakeholders, the range of stake-
holders should not be restricted to just these
two groups. Other stakeholders currently extend
the number of market orientation elements. We
can therefore define market orientation as
a means which enables managers to focus on
external and internal elements and activities,
which influence the activity of an organization
leading to performance increase. More than
ninety studies have confirmed the positive
impact of market orientation on business
performance. Market orientation has a positive
relationship with product quality, which in turn is
positively related to new product performance.
[48]
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Measurement of market orientation is an
easy tool for top managers. The chosen
method for the measuring of market orientation
must: help managers to detect all elements of
market orientation; find out if a company is
oriented on all elements of market orientation;
ascertain whether a company has all necessary
information and knowledge; and whether
a company can quickly implement the infor-
mation gathered into the company strategy and
monitor the attainment of goals.

1.1 Market Orientation and Strategic
Behaviour

The present conception of definitions (see above)
shows that market orientation is perceived as
a method for gaining important information useful
for the decision-making process. In addition, it
helps to measure how the information is
distributed within a company. Moreover, market
orientation is able to answer a lot of questions
and can help to point out some company
weaknesses and possible threats as well. It is
necessary to know the barriers connected with
implementation of market orientation. The
information gathered, when well evaluated, can
be helpful in making the correct management
decision. For this reason, researchers try to
define the barriers of market orientation
implementation. These barriers are divided into
barriers of internal environment, barriers of
branch environment and barriers of external
environment.

Elements of external environment may be
very difficult to influence for companies. Politics,
the economy and technologies are named as
the main elements of the external environment.
Economic systems connected with barriers are
economic cycles, an open economy and eco-
nomic development. Technology is the second
significant part of influence in the collection and
dissemination of market orientation. Companies
have to be more proactive in their strategic
approach. Government connected barriers are
restrictions, protections, political regimes and
complicated and wide-ranging rules. [56]

The elements of branch environment are
end customers, distributors, competitors and
suppliers. They play the main role in branch
environment. The main barriers connected with
elements of branch environment are: quality
and quantity of branch stakeholders; high quantity
and high quality of final customers; distributors
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and suppliers of interest to a company. A high
quantity and quality of competitors also
represent barriers for a company. [55]

The internal environment of market orien-
tation may be changed by a company. These
barriers can be divided into two main areas.
The first area involves barriers connected with
top management and its personality, skills,
knowledge and experience. [28] emphasises
that a manager’s knowledge, skills and com-
mitment may be one of the main barriers to
market orientation. However, it is very difficult
to measure the right quantity and quality of kno-
wledge, skills and commitment and compare
those with that of others. Every company and
also every situation need specific skills and
commitment. The most important thing is that
managers are guided as to the implementation
of market orientation. The managers should
want to gain new information and knowledge.
[30] stressed that managers play the main role
in implementing of market orientation conception.
If the managers do not believe that market
orientation can help a company, the conception
of market orientation is not enforceable. These
barriers are connected only with members of
top management and can be changed only by
top management. Generally, a change in
thinking or attitude is often very difficult.
Sustaining the organizational effectiveness is
an important factor for organizational
development [1]. The second part of internal
barriers is connected with all employees of
a company. The situation in a company can be
changed only by mutual cooperation between
top management and employees. There are
recognized barriers connected with employees
and corporate culture. Employees are the most
important asset of a company, but an employee
can create barriers to market orientation, e.g.
interdepartmental conflict. The goal of
a company should be to have highly qualified
and satisfied employees with a good sense of
teamwork. They also have to be more flexible
with less formalization, centralization and de-
partmentalization. Corporate culture influences
the system, structure, procedure and commu-
nication in a company. Corporate culture has
an impact on employees [55]. Managers,
employees and corporate culture introduce the
core of inter-functional coordination.

Each significant element for market orien-
tation influences the core of strategic management
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and strategic decision-making. Determination
of mission, choice of goals and selection of the
best strategy are the core of this strategy mana-
gement. It is necessary to determine a clear
and feasible conception of its mission. Following
this, it is possible to determine goals and to
choose the best strategy to fulfil them. Company
activities will then be done more systematically
and the company should be more successful.
A success and ability based conception
represents an approach to viewing the behavior
of the company from the point of success,
strategy, competitiveness and competition. [63]

Mission, goals and strategy influence every
activity in a company and have a major
influence on the creation of relationships with
all stakeholders. Mission, goals and strategy
are significant instruments for shareholders.
Shareholders can find out if the company wants
to stay for a long time on the market according
to their mission and goals. [30] mentioned that
companies without mission, goals and strategy

do not apply strategic management which in
turn leads to only short-term ambitions. These
companies want to make money and then
leave their position on the market. Mission,
goals and strategy influence managers during
planning. To have perfectly prepared plans
means that a company knows what information
is needed, which activities are necessary and
how much time the activity consumes and if it is
perfectly under control. A high quality planning
system has the potential to increase business
performance. [47]

The monitoring of goal attainment contri-
butes to verification of the choice of strategy
and fulfilment of the mission. New information
and market opportunities can trigger the need
for goal alteration, a situation to which mana-
gers must react accordingly. The monitoring of
goal attainment closes the cycle of strategic
management. As shown in Figure 1, we
describe the influence of all elements of market
orientation on strategic behaviour.

m Influence of market orientation elements on strategic behaviour

Internal
Environment

@

>

Top management
Personality
Knowledge
Skills
Experiences

Interfunctional
Coordination
Employces
Corporate culture

External Environment Branch Environment
State Mission Customers
Economy :> Goals <:| Competitors
Technology Strategy Distributors
s 2 Suppliers
Long term Monitoring
horizon filling the goals

Planning

Source: authors
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Top company managers need to not only
attain the most important information, but also
to recognize all significant information and
implement it into their strategy decisions.
Simultaneously, top managers have to
continuously control company strategy. Market
orientation also helps to find out this useful
information.

The aim of market orientation is the same
as that of strategic management. The goal is to
be successful. Market orientation provides
important information for strategy decision-
making. Market orientation can provide new
outlooks on a company from every manager or
every worker. Managers have the capacity to
monitor and influence situations throughout the
decision-making process. Market orientation
involves all substantial elements and shows the
interconnection of these elements. For this
reason, market orientation can significantly
contribute to the decision-making process.

2. Research Methodology

We have prepared a “New Method” for
measuring market orientation through analysis
of some of the failings of presently utilised
methods. For this method the factors, which
were determined in the antecedent analysis of
all above-mentioned problematic areas of
market orientation, were also considered as
well. Furthermore, we tried to eliminate the
failings criticized in other methods.

The model of the New Method was
constructed after analysis of other 25 methods
in 2005 by Tomaskova. The methods for
measuring market orientation were obtained
from [35], [43], [33], [40], [14], [13], [22], [8],
[21], [46], [38], [25], [15], [37], [44], [6], [10],
[31], [19], [26], [34], [60], [20], [59], [3]. Some of
these methods are in line with other methods,
e.g. methods constructed by [60] and [20]. Some
of these methods are based only on one element
of market orientation, e.g. the method by [26]
was based only on customers. Furthermore,
some of these methods were limited by their
construction methodology, e.g. MARKOR by
[36] and MKTOR by [43] leaves aside Churchill
methodology.

Based on relevant methods [35], [22], [38],
[19], [34], [3] items for measuring market orien-
tation were created. The New Method involves
items related to external environment, final custo-
mers' orientation, distributors’ orientation,
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competitors’ orientation, and suppliers’ orien-
tation. They reflect knowledge of the decision-
making process and inter-functional coordination.
The structured items were designed for mea-
surement of market orientation. These items
were rated on seven-point Likert-type scales,
where 1 = highly disagree and 7 = highly agree.
The New Method includes items of external
environment (4 items), items of branch environ-
ment (24 items) and items of internal environ-
ment elements of a company (24 items).

Cronbach alpha was used for measuring
the validity of the New Method. The final value
of Cronbach alpha for the entire measurement
of the New Method of market orientation is
0.893. It means the New Method can be used
for the measurement of market orientation.

3. Hypotheses

Six main hypotheses were included in the
research project. The hypotheses related to the
aim of this paper are H1, H2 and H3.

H1: High-tech companies are more oriented
on their customers than on competitors.

H1a: Customer orientation has no influence
on business performance.

H1b: Competition orientation has no
influence on business performance.

The relationship between market orientation
and final customers appears in all relevant studies.
Moreover some studies focused on one
element of market orientation, namely only final
customers [21], [26], [34] or [60]. Customers
are seen as a basic precondition of market
orientation. Generally, company reaction to
customer needs and wishes is proof of market
orientation.

Competition is the most often mentioned
element of market orientation. The findings [10]
show that competition orientation achieves higher
correlation in the relationship with business
performance than customer orientation. Based
on [31], only customer orientation influences
business performance. On the contrary, [32]
proved that business performance is equally
influenced by customer orientation and
competition orientation. Although studies show
different findings, it is a commonly held belief
that customer orientation and competition
orientation is the most important element of

market orientation.
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H2: Supplier orientation achieves the lowest
value from all evaluation elements.

Not long ago supplier orientation was included
in the models of market orientation with the
help of theoretical discussions held by [18] and
[8]. The use of suppliers as an important
element of market orientation in practical
research was confirmed by the research project
of [54], based on research conducted by
companies working in power engineering
companies in the Czech Republic. According to
results from the above-mentioned research,
supplier orientation is an important element of
market orientation, but in relation to other
elements, its importance has the lowest level.

Hypothesis connected market orientation
with strategic behavior is H3.

H3: High-tech companies with high levels of
important  information  attainment and
implementation into the decision-making
process increase business performance more
than companies with a low level of important
information attainment and implementation into
the decision-making process. Reasons for
creating this hypothesis are mentioned above.

4. Results

The research project was titled “Research on
the implementation of market orientation at
High-tech Companies” and four people were
included in our research team. The New
Method was used for measurement of market
orientation.

The research project involved data obtained
during the first half of 2009. The sample
consisted of companies classified as High-tech
companies according to the CZ NACE codes
utilized by e.g. The Ministry of Industry and Trade
of the Czech Republic. Only manufacturing
companies operating mainly in the mechanical
and electric engineering sectors (NACE codes
3x xxx) were selected for the research project.
The selection was made using the database of
the Kompass Czech Republic Company. The
items were intended for the evaluation of top
managers from high-tech companies.

Orientation of high-tech companies was
mostly motivated by the effort to ascribe the
companies with some special characteristics,
e.g. production of high value-added products,
highly qualified employees, application of the

latest scientific findings and technical and
technological information. High-tech products
should have high quality and innovative value.
They can also cause many important changes
in the product life cycle. Finally, they are typical
for their high investments in R&D. Additionally,
high-tech products are very closely connected
to biotechnology, material technology, infor-
mation technology, solar and nuclear energy,
etc. Many governments and private companies
have invested a lot of money in the above-
mentioned fields to achieve some progress.

A total of 450 companies were included in
the research. The high-tech companies were
contacted over the phone and asked to fill in
a web-based questionnaire. The complete
database was analysed by using standard sta-
tistical methods as well as other sophisticated
techniques. Incomplete questionnaires were
discarded. Data from 88 companies was used
for further processing, which is an overall
response rate of 19.6%. The data was obtained
from the research and was divided into two
main groups for this section. The first group of
data was focused on research of market
orientation at high-tech companies generally.
The second was focused on strategic
behaviour at high-tech companies.

4.1 Market Orientation at High-Tech
Companies

This part involves the main results from all of

the research. Table 1 reports means and

standard deviations for elements of measu-

rement of market orientation.

The item inter-functional coordination (5.62)
reached the highest value in our research. The
above mentioned results confirm that inter-
functional coordination is very important for
high-tech companies. Standard deviation for
distributors reached a very high value (2.12) in
comparison with others. It shows important
discrepancies among answers between
respondents.

Second position was obtained by the final
customers item (5.42). Reflecting knowledge of
the decision-making process was in third
highest position (5.26). On the contrary,
respondents indicated the items with the lowest
value were suppliers (4.74), external environ-
ment (4.76) and competitors (4.77). Surprisingly,
the three lowest items achieved a very similar
value, almost exactly the same.
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Means and standard deviations of market orientation degree by individual
elements of measurement. (0 — low value, 7 — high value)

Elements of measurement of market orientation Mean SD
I. External environment (4 items) 476 1.60
Il. A Final customers (7items) 5.42 1.28
Il. B Competitors (5 items) 4.82 1.46
II. C Distributors (7 items) 5.06 212
Il. D Suppliers (5 items) 4.74 1.51
IIl. A Reflecting knowledge of the decision-making process (5) 5.26 1.25
Il. B Inter-functional coordination (14) 5.62 1.19

Source: authors

Differences in customer orientation and competitor orientation

Element Low value Medium value High value
of MO of MO of MO
(No. answers) (No. answers) (No. answers)
Customer orientation 0 16 72
Competitor orientation 0 40 48
Distributor orientation* 4 16 55
Supplier orientation 3 42 43

*13 respondents noted that they do not have distributors

Results from the research show that the
importance of elements of branch environment
is different. High-tech companies perceive custo-
mers, competitors, distributors and suppliers
differently. As shown in Table 2, customer
orientation reached a higher value at market
orientation than competitor orientation.

Further detailed analysis confirmed the
hypothesis H1. High-tech companies have
higher customer orientation than competitor
orientation. The reason could be that many
high-tech companies develop and produce
specific products according to customer needs

Source: authors

and wishes. Additionally, they often use special
protection for their products via patents and
marks. For this reason, competitor orientation
is usually not so crucial. Hypothesis H1 was
confirmed.

Analysis of the influence of customer
orientation and competition orientation on
business performance was also conducted
(see Table 3).

H1a: Customer orientation has no influence
on business performance.

H1b: Competition orientation has no
influence on business performance.

Chi-square and p-value for H1a and H1b

Element Chi-square p-value
Customer orientation 4.433 0.03525
Competitor orientation 4.959 0.0446

p-values all significant at p<0.05

Source: authors
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Hypotheses H1a and H1b are rejected.
Therefore, customer orientation and competition
orientation have an influence on business
performance.

Results from the research show that supplier
orientation has the lowest level of all elements
of branch environment. The hypothesis H2 was
confirmed.

4.2 Strategic Behaviour at High-Tech
Companies

The proper starting point for management
decision-making is to gather the relevant
information and determine what you know, what
data has been gathered and also what data has
not been gathered. Additionally, it is necessary
to decide what paths to choose. Therefore, the
items important for strategic behaviour were
chosen from the questionnaire. The chosen
items were divided into two parts: The first part
involves ways of working with essential
information for strategic company decision-
making; the second part involves ways of using
acquired information in a company.

Firstly, the items focused on the ways of
working with essential information for strategic
decision-making are presented below. There-
fore six most important items were selected,
namely:

1) We regularly identify important opportunities
and threats, which could have an impact on

2) We regularly monitor the development of
demands of current and prospective
customers.

3) We know the strong and weak points of our
main competitors.

4) We pay attention to further education of our
employees.

5) We take a positive approach to innovations.

ltems 1, 2 and 3 from the MOS method by
[38] were implemented in the New Method.
ltems 4 and 5 were newly created. The level of
market orientation is also determined by the
respondent’s attitude towards the monitoring of
external elements, which can influence company
activity. Naturally, information about final custo-
mers is very important for companies. There-
fore it is necessary to regularly monitor custo-
mers' current needs, wishes and opinions, as
well as potential tendencies of further
development. Not only because the analysis of
the current state of competitors is important,
but also because to maintain long-lasting
competitiveness requires the ability to predict
the potential behavior of competitors with the
help of the information obtained from research.
Knowledge is very important, so it is necessary
to educate all employees in a company
constantly and use the latest methods of
management and latest technologies in
production. The results of the research are
illustrated in Table 4.

business.
Tab. 4: Results selected items at high-tech companies
(0 — highly disagree, 7 — highly agree)

ltem Mean SD
We regularly identify important opportunities and threats

which could have an impact on business. 5.07 1.31
We regularly monitor the development of the demands of current

and prospective customers. 5.77 1.16
We know the strong and weak points of our main competitors. 5.37 1.28
We pay attention to the further education of our employees. 5.74 1.26
We take a positive approach to innovations. 6.06 0.96

Source: authors
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The highest value was obtained by the item
evaluating a positive approach to innovations.
This result was expected at high-tech companies.
The lowest value was reached by the item
about identification of important opportunities
and threats. It is time and money consuming to
regularly identify all opportunities and threats,
which are significant to a company.

A Spearman correlation coefficient r was
used for confirmation of the hypothesis. The
value of the above five mentioned items was
averaged for each high-tech company from
research and correlated with its business
performance. Coefficient r is 0.99905. It means
that dependence between obtaining important
information and business performance is high.

Secondly, the items expressing the ways of
using the obtained information in a company
are described. All items were classified as the
elements reflecting knowledge of the decision-
making process. The last two items were added
from inter-functional coordination and the
element of measurement of market orientation.
The following 7 items were selected for this
section, namely:

1) We implement information obtained into our
decisions.

2) We offer products reflecting the latest
demands and wishes of customers
(distributors).

3) We focus on gaining customers, for whom
we can achieve a competitive advantage.

EM 04 14 zlom 1.12.2014 11:13 Stréanka 93$

Marketing and Trade

4) We are faster in responding to the wishes of
customers than our competitors.

5) We respond as fast as possible to the
marketing developments of competitors.

6) Every worker is informed of the main
objectives of the organization and knows
how to contribute to their achievement.

7) We prefer reaching long-term goals to
short-term ones; the achievement of
a certain market share to financial goals.

Item 3 from the method processed by [19]
was implemented into the New Method; item 4
on the basis of the method by [22] was created
and item 5 from the MOS method [38] was
implemented into the New Method. Item 7 from
the method created by [33], was also imple-
mented into the New Method. Items 1, 2 and 6
are newly created. The first two new items
(1 and 2) respond to the information obtained.
A successful company should not only try to
obtain important information, but also try to be
able to respond to it. It is difficult to evaluate if
the response to information obtained was
appropriate or not. The last new item is related
to the relationship between managers and
employees and simultaneously to the approach
of an employee to a company. The Table 5
includes the items reflecting knowledge of the
decision-making process.

Means and standard deviations of market orientation degree by individual
elements of measurement (0 — highly disagree, 7 — highly agree)

ltem Mean SD
We implement acquired new knowledge to our decisions. 5.69 1.11
We offer products reflecting the latest demands and wishes

of customers. 5.67 1.22
We focus on gaining customers for whom we can achieve

a competitive advantage. 5.62 1.18
We are faster in responding to the wishes of customers

than our competitors. 4.90 1.36
We respond as fast as possible to the marketing developments

of competitors. 4.33 1.37
Every worker is informed of the main objectives of the organization

and knows how to contribute to their achievement. 5.69 1.17
We prefer reaching long-term goals to short-term ones and the

achievement of a certain market share to financial goals. 5.34 1.30

Source: authors
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Respondents’ answers for three items are
almost exactly the same (twice 5.69 and once
5.67). The respondents noted that they often
try to implement the new knowledge acquired
into their decisions; they try to inform every
worker about company goals and fulfil them
and they prefer to manufacture products
according to customer needs and wishes. On
the contrary, the lowest value was reached by
two items evaluating the speed of company
activity to marketing developments of competitors
and offers in comparison with competitors.

Chi-square and p-value at H7

A Spearman correlation coefficient r was
used for confirmation of the hypothesis H3 as
well. The value of seven above mentioned items
were averaged for each company and corre-
lated with its business performance. Coefficient
r is 0.99919. It means that dependence
between obtaining important information and
business performance is high.

The positive influence of gaining information
and reflecting knowledge on the decision-making
process is confirmed through chi-square. Chi-
square and p-value coefficient at p<0.05 is
evident in Table 6.

Strategic behaviour Chi-square p-value
Obtaining information 5.030 0.0249
Reflecting knowledge of the decision-making process 3.911 0.0479

p values all significant at p<0.05

Hypothesis H3 is also confirmed.

5. Discussion

Generally, high-tech companies are mostly
very confident that they are highly flexible.
However it is not true in all situations. We can
find some discrepancies here such as the low
rating of the items “We respond as fast as
possible to the marketing developments of com-
petitors” (4.33) and also “We regularly identify
important opportunities and threats, which
could have an impact on business” (5.07). It is
important to have sufficient information for the
evaluation of all opportunities and threats,
which means being well informed about new
competitors, their products or suppliers. It is
possible to assume that employees do not have
all necessary information for the decision-
making process. Therefore, the high rating of
the item “Every worker is informed about with
main objectives of the organization and knows
how to contribute to their achievement” (5.69)
needs further debate.

The results show that high-tech companies
are mainly oriented on customers. Competition
orientation is in third position according to
respondents. It is also confirmed in the following
items: “We regularly monitor the development
of the demands of current and prospective
customers® (5.77) and “We offer products

Source: authors

reflecting the latest demands and wishes of
customers” (5.67) versus items “We know the
strong and weak points of our main competitors*“
(5.37) and “We respond as fast as possible to
the marketing events of competitors“ (4.90).
The findings are probably because high-tech
companies specialize in production of special
technologies and products. They might not
have so many competitors in their field. If
a company has know-how, then its position
could be quite strong and not so easily
threatened by other companies. However, it is
essential to gain information about all company
stakeholders, not only about customers, but
also about competitors, suppliers, etc. This
discrepancy shows that high-tech companies
have certain gap in their knowledge, which
means they might not use data precisely.

The item “We take a positive approach to
innovations“ achieves the highest level (6.06)
from all items used in our questionnaire. For
success in high-tech industry it is a basic
necessity to be creative and have a positive
attitude to risk.

In contrast to the conclusion by [7], our
research confirmed that implementation of market
orientation contributes to increased business
performance. Market orientation is not, however,
only seen as the source for gaining information,
it involves dissemination this information
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throughout a company, implementation into the
decision-making process and careful
consideration of inter-functional coordination.
Our findings show that market orientation has
significant influence on strategic behavior. It is
possible to say that strategic behaviour is a part
of market orientation. This strategic behaviour
can be divided into, firstly, obtaining information
for strategic company decision-making and,
secondly, ways of using the information
gathered in a company. Both these parts have
significant influence on business performance.

5.1 Research Contributions
The crucial factors for companies that want to
succeed in global competition are knowledge
and the ability to use that knowledge in the best
possible way [41]. According to the above all
knowledge can lead to success. This article
extends knowledge to market orientation.
Three significant contributions are made to the
existing knowledge of market orientation in
high-tech companies. Firstly, market orientation
is analyzed in detail at high-tech companies.
The sample of companies concluded in the
research project is significant. The results show
that the level of market orientation at high-tech
companies is high. The finding is in line with our
perception that companies, which do business
in highly turbulent environments, have high
market orientation for their never-ending need
to adapt to new situations. The finding indicates
that high-tech companies have a high level of
positive approach to innovation. Our findings
clearly support the argument that market
orientation is based on innovation and
correspond with statements by [39] and [18].
Secondly, the findings show that both
customer orientation and competitor orientation
have a positive impact on business influence.
These findings correspond with earlier research
by [32]. Nevertheless, the findings show that
high-tech companies in the Czech Republic
prefer customer orientation to competitor
orientation. Likewise, the findings show that
supplier orientation achieves the lowest value
from all evaluated elements. The findings
correspond with the findings of [54]. Supplier
orientation was the lowest at companies
working in power engineering companies.
Thirdly, we have to point out the intercon-
nection of market orientation and strategic
behaviour. Indeed, there are several new aspects
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with regards to perceiving market orientation
and strategic behaviour. The perception of
market orientation cannot be seen only as
obtaining information, but also as the proper
use of information inside the company, for the
decision making-decision process and follow-
up strategic behaviour as well. The findings
confirm the hypothesis that gaining important
information and its implementation into the
decision-making process increases business
performance. Furthermore, the findings can be
compared to the research by [4], [12], [57] and
[62] showing a positive correlation between
market-oriented behaviours at high-tech
companies and business performance. As
a concluding remark, it should be noted that
a relationship between market orientation and
strategic behaviour is evident.

5.2 Limitation of the Research

The research is based on data from high-tech
companies, which do business in quite a fast-
changing and developing environment. In the
case of repeated research using the same
sample of companies, it is seen that there can
be many changes caused by some different
aspects, e.g. merger implications, management
changes, changes in production or the end of
whole or part production. The second type of
limitation is that the survey involves only com-
panies doing business in the Czech Republic.
Another limitation stems from using a web-
based questionnaire to obtain the data. Future
research would benefit from obtaining data
through more intensive face-to-face interviews.

5.3 Managerial Implications

Our findings can help to understand market
orientation, its influence on business perfor-
mance and new knowledge in this area. It is
necessary to aim at all elements of market
orientation, especially the interconnection bet-
ween market orientation and strategic behaviour.
Managers can compare the results of strategic
decision-making and also ways of using
information obtained in their companies with
the average results of the high-tech companies
doing business in the Czech Republic.

5.4 Suggestions for Further
Research

Future research would benefit from insights

gathered from research into high-tech companies;
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especially the interconnection between market
orientation and strategic behaviour e.g. detailed
analysis of the decision-making process,
analysis of speed in decision-making and the
creation of a model of strategic behaviour.

Future research might also benefit from utilizing
other sources such as suppliers, customers,
distributors or industry experts in high-tech
industry. We can get complex information about
the industry not only via information from high-
tech companies. It could analyze how market
orientation at high-tech companies influence
market orientation towards customers of high-
tech companies. Future research could con-
centrate on research in high-tech companies
from different countries to compare results.
More detailed analysis should also focus on the
items with the highest average rate (positive
approach to innovations) and lowest average
rate (response of high-tech companies to
marketing developments of competitors).
Another suggestion for future research can be
in the description of Personality, Knowledge,
Skills, and Experience by senior management
to discover which is most important for the
implementation of market orientation and
strategic behaviour. However, this could be quite
difficult and would require a wider research
team. On the other hand, the results would be
very helpful because it is important to know the
strength and weaknesses of managers,
attitudes and opinions. They influence the whole
company through their management style; their
choice of vision, aims and strategies; mana-
gement of company culture; employee selection
process, etc. The last possible avenue is to
focus on the comparison of high-tech compa-
nies with companies in relatively traditional
industries such as retailing and services. These
companies probably work in different
environments and it influences their different
strategic orientations.

Conclusions

Generally, many high-tech companies use
some principles of market orientation without
theoretical knowledge of market orientation
because their principles are derived from the
nature of high-tech companies. This means
mostly the effort to develop new technologies
and use innovations, the impact on learning
organization and customer orientation. In order

to term a high-tech company as a market
oriented one, it is also necessary to implement
other principles such as: understanding market
orientation; analyzing strengths and weak-
nesses of managers; increase and simplification
of communication and cooperation inside the
company; acquisition of important information
from all stakeholders in the decision-making
process.

The findings of this article show that high-
tech companies prefer customer orientation to
competitor orientation, though both customer
orientation and competitor orientation contribute
to business performance. The opposite is true
for suppliers: High-tech companies are not
interested in issues concerning suppliers.
Research at high-tech companies confirms
how important it is to gain information and to
use this information inside the company for
market orientation.
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MARKET ORIENTATION AND STRATEGIC BEHAVIOUR AT HIGH-TECH
COMPANIES

Lucie Kanovska, Eva Tomaskova

The paper is focused on market orientation with a special emphasis on strategic behaviour at
high-tech companies in the Czech Republic. Market orientation is based on marketing conception
and is described by many researchers as a method that helps to contribute to the better
management of a company. The perception of the implementation of market orientation is evolving.
However, the main principle is still the same — market orientation has a positive impact on business
performance. Nowadays, a lot of authors deal with the implementation of market orientation. From
this reason, we have undertaken research entitled: “Research on implementation on market
orientation in Hi-Tech Firms” (GA 402/07/1493). The paper deals with market orientation and
strategic behavior at hi-tech firms. The objective of the paper is to assess relationships between
market orientation and strategic behaviour at high-tech companies. The data was acquired via
a New Method questionnaire, which measured market orientation in a company. The New Method
questionnaire, containing a 7-point Likert scale created by Tomaskova [54] was used for the
research. The complete database was analyzed by using standard statistical methods (correlation
analysis, Spearman correlation coefficient, chi-square) as well as other sophisticated techniques
(Cronbach alpha). The main results of the research show that the level of market orientation at hi-
tech firms in the Czech Republic is high and confirms the importance of obtaining information and
using this information inside the company for market orientation. The main results of the research
findings show that market orientation has a significant influence on strategic behaviour. It is
possible to say that strategic behaviour is a part of market orientation. This strategic behaviour can
be divided into two parts: Firstly gaining information for strategic company decision-making and,
secondly, ways of using the information obtained in a company. Both these parts have a significant
influence on business performance.

Key Words: Market orientation, strategic behavior, hi-tech companies, the Czech Republic,
management, business performance.
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IDENTIFICATION AND PRIORITIZATION OF
KEY STAKEHOLDER GROUPS IN MARKETING
COMMUNICATION OF COLLEGES

Marie Slaba, Peter Starchon, Ivan Jaé

Introduction

A prerequisite for creation and implementation
of communication strategy of any subject is
a thorough market analysis. That is why this
paper will also first briefly analyze the market of
tertiary education in Slovakia and the Czech
Republic. One of the main features of tertiary
education is the growing competition on the
side of offers and adverse tendencies on the side
of demand caused by the demographic deve-
lopment. According to the prognosis of the
Institute for Information in Education which came
to be within the scope of the RELIK project
(Reproduction of Human Capital) as well as
demographic model of Czech Statistical Office,
in 2050 there will be a decrease in the number
of nineteen-year-olds (potential applicants for
college studies) by more than 30 thousand
compared to the current situation [7], [9]. There
is a similar development according to analy-
tical-prognostic study of the Institute of Infor-
mation and Prognosis of Schools titled The
development of indexes of Slovak tertiary
educational system in years 1990-2005 and
the prospect by the year 2020 expected in
Slovakia [18]. For now this fact to a certain
extent balances the “put-off, in the past unsa-
tisfied demand for tertiary education among
middle-aged high school graduates” [12, p. 43],
which is also reflected in higher interest in
combined or external and distant forms of
studies, life-long education and university of the
third age, as well as in the growing number of
students in private colleges [12].

The second key aspect is a significant
growth of competition due to the influence of
private colleges as well as foreign institutions.
Nowadays in the Czech Republic there are

altogether 70 tertiary educational institutions.
Out of that number 26 colleges have a status of
public college, two of them are state
universities and 44 are private colleges [14]. In
Slovakia there are 20 public colleges, three
state universities, 13 private colleges and four
foreign colleges [11].

Another factor, which will influence the work
of colleges and universities, is the change in
the financing system. A drop in the provided
financial resources is expected, ranging from 5
up to 20%, depending on evaluation of the
quality of tertiary education. The mentioned
financial resources will be allocated according
to the so called performance criteria which will
encompass assessment of research, qualification
structures as well as international cooperation.
This measure is a reaction to the falling
demographic curve, but also it is supposed to
support the diversification of colleges and
universities, which follows from the Higher
Education White Paper [12]. In Slovakia in
2014 the complex accreditation of colleges and
universities will start, whose results will also
influence the financing of tertiary educational
institutions.

Naturally there are further aspects and
reasons of the growing importance of marketing
communication in the circumstances of colleges
related to individual groups of stakeholders,
e.g. in the context of social responsibility [10],
related to organizational structure [3], or from
the view point of enhancing quality of the offered
services in the sphere of higher education [21]
or in the context of the possibilities of
internationalization of provided education [15].
All these aspects aim at the necessity of
implementation of a new approach also in the
marketing communication of colleges related to
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its higher effectiveness not only in the field of
attracting quality applicants, but also in the field
of effective obtaining of financial resources and
other accessible funds as well as growing
goodwill and image of the tertiary school. One
of the modern trends, which effectively aim
marketing communication at different groups of
target markets (not only students), is the
Stakeholder Circle Methodology.

1. Marketing Communication and
Stakeholger Management

If we want to elaborate the question of effective
marketing communication, the first step is the
choice of target group, at which marketing
communication will be focused. Nowadays
stakeholder management is considered a very
important element of managerial practice,
theory and strategy [4], which was chosen by
authors as a modern approach for the sphere of
their own research of marketing communi-
cation. From the view point of the modern
approach of stakeholder management, the
choice of target groups is a part of the so called
stakeholder analysis [17], which creates one of
the basic elements of stakeholder management
[5]. Analysis and mapping of stakeholders is an
important part of stakeholder management in
the sphere of nonprofit organizations [2],
among which can also be considered different
colleges and universities. This fact has been
confirmed by a glossary entry topic of accessible
literature as well as personal enquiries of
experts in marketing communication of university
institutions [16]. Analysis of college and
university institutions’ stakeholders have not
yet been given proper attention, there is only
a few research papers by foreign authors. This
was another main ground for implementation of
such a research, whose chosen outcomes are
analyzed in this research paper.

1.2 Stakeholder Circle Methodology

Stakeholder Circle Methodology seems most
effective for the sphere of marketing commu-
nication and establishment of pertinent target
segments because its proceeding can effectively
be applied to commercial as well as non-
commercial organizations. The hypothesis, which
postulates the applicability of implementing
Stakeholder Circle Methodology in marketing
communication is verified by contemporary
authors who are dedicated to the sphere of

stakeholder management, e.g. Chinyio says
that ,Stakeholder Circle Methodology offers
a device for project team (management), which
is applied to identification and setting priorities
of key stakeholders of a project (company
activities), this device is further applied to creating
an appropriate strategy and communication
plan aimed at target stakeholders to assure the
understanding of all needs and expectations of
key stakeholders. The result of each step of
Stakeholder Circle Methodology brings forward
information necessary for projecting effectively
targeted communication® [8, p. 103].

Stakeholder Circle Methodology itself consists
of five basic steps: 1) identification of all relevant
stakeholders, 2) prioritizing key stakeholders,
3) visualization of fey stakeholders, 4) creating
a strategy of engaging stakeholders and
effective communication, 5) monitoring effective
communication with individual stakeholders [1],
[20].

The primary goal of the first step of Stake-
holder Circle Methodology lies in identification
of all relevant stakeholder groups. The result of
this step is a list of stakeholders which is a base
for categorization of stakeholders and it tests
the question — which stakeholders (individuals
and/or groups) are influenced by the company
activities or which stakeholders can influence
the organization or its activities [1]. Second
step of the Stakeholder Circle Methodology is
setting own priorities among individual stake-
holder groups. Stakeholder Circle Methodology
makes it possible to assess the importance of
stakeholders through four elementary factors —
force of influence of a stakeholder, engagement
of a stakeholder in the company activities, the
share of a stakeholder and his/her activity.
Then it is necessary to choose from all relevant
identified groups of stakeholders from the first
step those groups, which are key for the given
organization. Based on these factors the so
called Stakeholder index is counted. In the third
step visualization is accomplished which is
a graphic presentation of the stakeholder
structure through multidimensional maps. The
fourth step deals with projecting a concrete
strategy of stakeholder engagement in scope of
the given project or activity and a creation of
a plan of targeted marketing communication,
where attention is given to the most relevant
(i.e. key) stakeholders who have been specified
during setting priorities of stakeholders in step 2.
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The stakeholder value and their expectations
(information about what the project demands
from stakeholders and what stakeholders
expect from the project) are the most essential
information for creating targeted communica-
tion strategy. Consideration of this information
about the value and expectations of stake-
holders together with information on the level of
support given to project by stakeholders and
the interest of stakeholders in the project is
essential for a successful projection of communi-
cation strategy. The final step of Stakeholder
Circle Methodology aims at monitoring and
verification of all communication efforts and
effectiveness of communication strategy and
marketing communication plan [8].

2. Methodology of the Carried Out

Research
It is vital for successful establishment of effective
marketing communication to firstly identify the
key stakeholder groups at which a college or
university should aim its communication. The
most relevant method for identification of these
groups was chosen the above described
Stakeholder Circle Methodology.

Initial identification of relevant stakeholder
groups of colleges was done through a glossary
entry topic of foreign specialized literature,
research reports as well as scientific papers.
The basic chosen stakeholder groups were
further adapted to the circumstances of Czech
and Slovak market of tertiary education. Among
the basic groups of stakeholders were included
especially contemporary and potential students
and the families of students, graduates, indivi-
dual departments in colleges, marketing and
PR departments, competition, resort organi-
zations (e.g. Accreditation Committee), the
public and many more.

The chosen method of marketing research
was a questionnaire. Questionnaires were
distributed via Internet using electronic enquiry
through the so called CAWI method (Computer
Assisted Web Interviewing). To set the target
group of respondents the technique of quota
and intentional selection was used. For this
problem the technique of intentional selection
of the sample is more acceptable than sta-
tistical representative techniques. Altogether 41
colleges and universities in the Czech and
Slovak Republics were enquired. The rate of
return was 60.98%.
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Two hypotheses were stated for the
research. The first one follows from the premise
that the priorities set for individual groups of
stakeholders by respondents based on their
professional judgment are different from
priorities set based on the counted Stakeholder
index. Second hypothesis follows from the
assumption that the higher the Stakeholder
index, the higher the priority of the given group
of stakeholders (note: 1 is the highest priority,
15 the lowest priority).

Apart from own elaboration by the Stake-
holder Circle Methodology, the received data
were first processed with classical mathe-
matical-statistical methods of data evaluation —
especially through calculating the median,
weighted average and multiplicity. To verify the
second hypothesis regression analysis and
calculation of coefficient of correlation was
used (for calculation of coefficient of correlation
for linear regression function see Formula 1
from [6, p. 206]).

1y = —X (1)

yx
,sxzsy2

The main research problems analyzed in
detail in this paper are a) identification of key
groups of stakeholders and b) setting priorities
of key stakeholder groups.

Identification and prioritization of key stake-
holder groups is carried out based on the first
two steps of Stakeholder Circle Methodology.
Setting priorities of key stakeholder groups is
carried out on two levels, namely first based on
own professional judgment of respondents and
after that based on the calculated Stakeholder
index in the second step of Stakeholder Circle
Methodology.

Identification of stakeholders calls for the
following information: 1) the direction of stake-
holder’s influence (division of stakeholders into
external and internal groups and setting the
direction of influence on marketing communica-
tion — upwards, outwards, sidewards, down-
wards), 2) the significance of a stakeholder for
the project — how the stakeholder contributes
into the project, whether he/she influences it,
3) the significance of stakeholder for the project
— if the stakeholder disposes of power to influence
other stakeholders, offers necessary resources
for marketing communication, etc., 4) stake-
holder's demands on the project.
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To set priorities the following values are of
key importance: the power of stakeholder's influence,
stakeholder’s engagement in the project,
stakeholder’s share and activity of stakeholder.

The power of stakeholder’s influence and
his/her engagement are evaluated on a scale
from 1 to 4. The value of share and activity of
a stakeholder then can have a value from 1 to
5. Each value has its own qualitative statement
but basically in both cases the value 1 means
the lowest value and 4 or 5 means the highest
value.

Another value is Urgency, the value of
which is calculated based on the stakeholder
share and his/her activities within marketing
communication using an Urgency matrix into
which values of combinations of the stake-
holder’s share value in marketing communication
and his/her activities are inserted (Formula 2).
The resulting value of Urgency indicates the
necessity of activities within marketing commu-
nication aimed at given stakeholder group.
Thus Urgency values express how urgent the
activities of marketing communication of colleges
are with respect to individual stakeholder
groups. Both inputs take their values from 1 to
5 that is why Urgency also has these values.

Urgency = INT(\/Smkeholder Value * Stakeholder Action/25 % 5)

)

Caption:

INT integer
Stakeholder Value stakeholder’s share
Stakeholder Action stakeholder’s activity

Source: Software Stakeholder Circle

Based on the value of stakeholder’s influence
power, stakeholder's engagement in a project,
stakeholder’s share, stakeholder’s activity — thus
the calculated value of Urgency, the Stakeholder
Index is set, which is calculated according to
formula — see Formula 3: Stakeholder index.

Stakeholder index = (3, Power, Proximity, Urgency )

@)

Caption:

Power stakeholder’s influence power
Proximity stakeholder’s engagement
Urgency stakeholder’s urgency for the project

Source: Software Stakeholder Circle

The above mentioned hypotheses which
will be verified based on analyses and research
results are also linked with the second research
problem — setting priorities of key stakeholder
groups.

3. Selected Outcomes of the
Implemented Research

This paper analyzes in detail the first two steps
of Stakeholder Circle Methodology — namely
identification and prioritization of stakeholders.
From the point of view of prioritization it is
interesting to compare the subjective priorities
which have been allocated based on professional
judgment of the questioned and objective
priorities which have been set according to
Stakeholder index. The interdependence of
these priorities will be examined through
regression analysis.

3.1 Identification of Key Stakeholder
Groups
The following key stakeholder groups were
identified through the implemented research:
graduates, Accreditation Committee, Ministry
of Education, youth and Physical Education, or
in Slovakia Ministry of Education, Science,
Research and Sport of the Slovak Republic
(further MS), grant organizations and other resource
providers, individual departments, faculties and
their employees, competition, marketing and PR
departments, media, teachers and officers for
studies in secondary technical schools (further
SOS8) and higher vocational schools (further
VOS), potential students, parents of students,
current students, SOS, VOS, public, local
community and common interest associations
and employers.

It is vital to specify the following parameters
for a detailed identification of individual groups
of stakeholders: significance and importance of
a stakeholder for marketing communication of
a college and stakeholder’s requirements for
marketing communication of a college. Based
on the research among the most commonly stated
requirements (80% of cases) is information.
Own reputation is demanded by graduates of
colleges, meeting the demands of customers is
required by internal groups of respondents
among which belong the individual departments,
faculties, marketing and PR departments. Most
stakeholder groups contribute to marketing
communication or they influence it (identically
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40% of stakeholder groups), possibly have the
necessary knowledge for marketing communi-
cation of colleges.

Further for each stakeholder the so called
direction of influence is set and every stakeholder
is moved among internal groups of stake-
holders or external stakeholder groups. These
parameters were not monitored in the research,
since they are attributes of methodology which
can be clearly assigned to any stakeholder
group. The direction of influence has four forms:
= ypwards — managers or control groups, in

the case of a college for example the

management of a college or marketing
managers and all workers in marketing and

PR departments;
= outwards — these are stakeholder groups

which are not included in the project, such

as e.g. suppliers, state administration
bodies and autonomies, public and local
community, common interest associations,
customers — namely students — potential,
current and future;

= sidewards — this group comprises especially
of competition — other colleges and universities;
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= downwards — team members, employees

and individual departments and faculties.

According to the implemented research it is
clear that most key groups of stakeholders are
external groups with the direction of influence
outwards. This direction of influence includes
stakeholders who are not directly engaged in
marketing communication of a college, while
these are especially Accreditation Committee,
MS, grant organizations and other resource
providers, graduates and their parents, as well
as employers of graduates. Internal stake-
holders with this direction of influence are
current students.

3.2 Prioritization of Key Stakeholder
Groups

As mentioned above, prioritization is carried out
based on a calculation of the so called Stake-
holder index (Formula 3). To calculate the Stake-
holder index, it is necessary to determine the
value of all four basic values, which are the power
of influence, engagement, share and activity of
a stakeholder. These values are listed collec-
tively for all groups of stakeholders in Table 1.

The value of influence power, engagement, share and activity of stakeholders

Stakeholder group Ll e engagement| share activity urgency

power
Graduates 4 2
Accreditation Committee, MS 3 1 3 3
Grant organizations and other resource
providers 2 1 2 2 2
Individual departments, faculties and their
employees 4 4 5 5 5
Competition, other colleges 2 1 1 2 1
Marketing and public relations departments 2 4 5 5 4
Media 4 3 4 4 4
TeaE:hers and officers for studies of SOS,
VOS 2 2 3 3 3
Potential students 4 2 4 4 4
Parents of students 2 1 3 3 3
Current students 3 3 4 4 4
SOS, VOS 2 2 2 2 2
Public, local community, common interest
associations 2 1 3 2 2
Employers

Source: own
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From the stated results follows that in the
case of colleges the groups of stakeholders with
the greatest level of influence are graduates,
individual departments, faculties and their
employers, media and potential students.
Employers have the lowest power of influence.
From the point of view of stakeholder enga-
gement, the groups which are directly involved
in marketing communication of a college
comprise of individual departments, faculties
and their employees and marketing and PR
departments. Groups which are not directly at
all involved in marketing communication are the
Accreditation Committee, MS, grant associations
and other resource providers, competition,
parents of students, public, local community
and common interest associations. Minimal (to
zero) share in marketing communication have
competitors and employers. On the contrary
especially marketing and PR departments and
individual departments, faculties and their
employees have a great share in the success
as well as failure of marketing communication.
According to the results of primary research the
most active stakeholder groups are individual
departments, faculties and their employees and
— naturally — marketing and PR departments of
tertiary educational institutions.

Groups of stakeholders included from the
point of urgency or necessity to start marketing
activities towards the given stakeholder group
comprise of individual departments, faculties
and their employees. From the point of view of
urgency, this group received the highest value 5,
which expresses the inevitability of immediate
activity. Even though these stakeholder groups
play an important role in marketing commu-
nication of tertiary educational institutions, they
are only paid a small attention that is why they
receive the greatest value of urgency. Other
stakeholder groups which require the greatest
urgency of activities comprise of marketing and
PR departments, media, potential and current
students. In the short term it is necessary to plan
marketing activities for groups of stakeholders
whose calculated value of urgency was 3. These
are graduates, Accreditation Committee, MS,
parents and teachers and officers for studies of
SOS and VOS. There is only a small necessity
of planning activities in marketing communica-
tion of the chosen colleges for groups identified
as employers and competition (other colleges).
In the medium term it is necessary to plan

ordinary activities of marketing communication
for grant organizations and other resource
providers, SOS, VOS and the public, local
community and common interest associations.

Calculated groups of Stakeholder index and
allocated priorities based on Stakeholder Circle
Methodology, as well as priorities stated based
on professional judgment of the respondents
are included in the following Table 2.

The highest value of the Stakeholder index
was set for individual departments, faculties
and their employees. The second group with
the highest Stakeholder index is media which
have the greatest ability to influence other
stakeholder groups and are an important group
of stakeholders to support a positive image and
PR of a college and can also have an important
impact on spreading positive WOM about
a college. Another important stakeholder group
which has the third highest Stakeholder index is
the group of potential students who are closely
followed by current students. Employers have
the lowest value of Stakeholder index.

Based on results that are shown in Table 2:
Stakeholder index and prioritization of stake-
holder groups can be confirmed for the stated
hypothesis which claims that priorities assigned
by respondents for individual groups of stake-
holders based on their professional judgment,
differ from priorities which are assigned based
on the calculated Stakeholder index. It is clear
from the table that these priorities are different
in almost all cases. Based on the Stakeholder
index calculated from values of the power of
influence of a stakeholder, engagement of
a stakeholder which was set by respondents
and the calculated value of urgency, priority 1
was given to individual departments, faculties
and their employees. Even though these groups
are very important, respondents themselves set
for them priority 10. Marketing and PR
departments, which also belong among internal
stakeholder groups, were given priority 7 and
based on Stakeholder Circle Methodology it
was 5. On the contrary, respondents themselves
clearly gave priority 1 to potential applicants,
according to rules of Stakeholder Circle
Methodology potential students were given
priority 3. Current students were given priority 3
by respondents. Based on Stakeholder Circle
Methodology they were given priority only by
one level different, namely priority number 4.
From the point of view of marketing
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Stakeholder index and prioritization of stakeholder groups

Group of stakeholders Stakeholder Priority set Priority set
index according to by
Stakeholder Circle respondents
Methodology
Individual departments, faculties and their employees 65.55 1 10
Media 55.66 2 5
Potential students 51.27 3 1
Current students 50.53 4 3
Marketing and public relations departments 49.79 5 7
Graduates 45.78 6 4
Accreditation Committee, MS 41.39 7 1
Teachers and officers for studies of SOS, VOS 35,52 8 6
Parents of students 31.13 9 2
S0S, VoS 30.03 10 8
Grant organizations and other resource providers 25.64 11 13
Public, Local community, common interest associations 25.64 12 12
Competition, other colleges 20.15 13 9
Employers 19.40 14 14
Source: own

communication of a college, current students
are those who spread the goodwill of a college,
that is why there should be ,investments” made
to support the spreading of positive WOM by
this stakeholder group. Current students also
have a significant power to influence other groups
— especially potential applicants. It is also
necessary to be aware of the fact that current
students as well as graduates, who were given
priority 6 by the Stakeholder Circle software
(respondents even consider this group of
stakeholders the fourth most significant group),
can spread the goodwill and positive WOM,
however they can also bear the negative WOM.
The biggest deviation of the priority set by
respondents and set by software was shown
related to the groups of students’ parents. Only
two groups of stakeholders (public, local com-
munity, common interest associations and
employers) were given the same value by
respondents as well as according to the rules of
Stakeholder Circle Methodology.

The interdependence of Stakeholder index
and priority set according to Stakeholder Circle
Methodology was verified using regression ana-
lysis and calculation of correlation coefficient
(line linear regression model — Formula 4). In

this case the best seems linear regression mo-
del EY = B, + B;*x, the estimate of the function
is as follows:

Priority set according to MSC = 18.932 —
— 0.292 * Stakeholder index

Explanations:
MSC

(4)

Stakeholder Circle Methodology

Source: Software Stakeholder Circle

Based on this model the null hypothesis
HO: B, = 0 was tested against hypothesis H1:
B4 < 0. Since the result P-value matching t-test
was smaller than 0.001, it is confirmed that the
slope of the line B, is negative, thus it was
statistically verified that the higher the cal-
culated Stakeholder index for individual stake-
holder groups, the higher the priority (and lower
value of datum) of these stakeholders. This
assertion can also be supported by the amount
and sign of the calculated correlation coefficient
r=-0.990 (coefficient of determination R2 = 97.9 %).
Based on the carried out regression analysis
the second hypothesis was verified that there is
interdependence between Stakeholder index
and the priority assigned according to Stake-
holder Circle Methodology.
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Conclusions

On the basis of the carried out research the
following key groups of stakeholders were
determined: graduates, Accreditation Committee,
MS, grant organizations and other resource
providers, individual departments, faculties and
their employees, competition (other colleges),
marketing and public relations departments,
media, teachers and officers for studies in
SOS, VOS, potential students, parents of
students, current students, SOS, VOS, public,
local community, common interest associations
and employers. Among the five most important
stakeholder target groups of marketing com-
munication were included individual departments,
faculties and their employees, media, potential
and current students and marketing and public
relations departments.

Based on Stakeholder index from the point
of view of marketing communication needs priority
one was assigned to individual departments,
faculties and their employees. Own employees
and individual departments or faculties directly
and indirectly take part in creating marketing
communication strategy of the whole tertiary
educational institution. In spite of the fact that
these groups are very important, respondents
themselves assigned to them value 10, which
means that these groups are not given enough
attention within marketing communication of
colleges. Priorities assigned to these groups
evidently confirm their high importance for mar-
keting communication of a college. Subjective
perception of priority of these internal stake-
holder groups is much lower than their priority
given by Stakeholder Circle Methodology. This
fact indicates that it is essential to support inner
communication of colleges. Internal communi-
cation is a key part of modern holistic marketing,
which includes apart from internal communi-
cation also other three key pillars — integrated
marketing (or communication), which contributes
to reaching synergy effect, socially responsible
marketing and relational marketing, which aims
not only at customers and key partners, but
also all other stakeholders, including internal
groups. If a college wants to be successful
nowadays, it has to master all pillars of holistic
marketing, including those linked to internal
communication.

Second most important group from the point
of view of marketing communication according

to Stakeholder Circle Methodology was media.
Respondents gave this stakeholder group
priority five. From the point of view of marketing
communication media are no doubt one of the
key stakeholder groups of every organization
since they have a great influence on all other
stakeholder groups. Generally media are able
to influence the public opinion. Since image
and goodwill is very important for colleges and
universities, they play an important role in their
marketing communication. Naturally, key
stakeholder groups comprise of potential as
well as current students, whose needs are
satisfied through main activities of tertiary
educational institutions.

Both set hypothesis were verified based on
carried out analyses. Thus we can state that
priorities which are assigned based on profes-
sional judgment of respondents differ from priorities
which were assigned to individual stakeholder
groups based on the counted Stakeholder
index. It can also be stated that the higher the
value of Stakeholder index the higher the
priority of the given stakeholder group for the
needs of marketing communication.
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IDENTIFICATION AND PRIORITIZATION OF KEY STAKEHOLDER GROUPS IN
MARKETING COMMUNICATION OF COLLEGES

Marie Slaba, Peter Starchon, Ivan Jaé

This paper shows the possibility of using the Stakeholder Circle Methodology for the identification
and prioritization of key stakeholder groups for the purpose of marketing communication in
colleges. At the beginning, we emphasize the necessity of the use of marketing communications in
the context of the changing market situation of tertiary education in the Czech and Slovak
Republics, then we present basic steps of the Stakeholder Circle Methodology and methodology
of the research. The selected research results are compared and subjective priorities are assigned
based on professional judgment and, at the end, objective priorities are identified by Stakeholder
index and subsequently key stakeholder groups are identified. Particular individual departments,
faculty and staff, the media, potential and present students, and marketing and public relations
departments belong among the most important target groups of stakeholders in marketing
communication of universities. Based on the research results, the importance of internal
communication has to be supported by universities’ marketing communication, followed by media
relations forward to increasing a positive image and gooawiill.

Key Words: Stakeholder, stakeholder circle methodology, stakeholder index, stakeholder
identification, stakeholder prioritization.

JEL Classification: M31, M39.

DOI: 10.15240/tul/001/2014-4-008

E M 2014, XVII, 4



EM 04 14 zlom 1.12.2014 11:13 Stréanka 11$

Marketing and Trade

BARRIERS OF MARKETING EFFECTIVENESS
AND EFFICIENCY WITHIN COMPANIES:

A QUALITATIVE STUDY

Miroslav Karlicek, Zuzana Chytkova, Ladislav Tyll,

Hana Mohelska

Introduction

The marketing function is based primarily on
fundamental strategic decisions like “Who is
our ideal customer”, “What is the value we pro-
pose”, “How we ensure customers’ satisfaction”,
“How we retain the competitive position” etc.
[4]. Answering these questions correctly ensures
that the company will stay market-oriented and
thus will be able to adapt to the ever changing
market conditions.

Market orientation can be defined as the
company’s ability to systematically generate
relevant information about current and latent
customer needs, spread this information across
all company departments and use this
information in decision making and subsequent
behavior [3], [7]. Market orientation can be
hence viewed as the degree to which the
company includes information about the
external environment into its strategic planning
[1]. Last but not least, market orientation can be
defined as the culture that places the highest
priority on the profitable creation and maintenance
of superior customer value and that provides
norms of behavior regarding the organizational
development of and responsiveness to market
information [16].

Current research proves that market
orientation correlates strongly with profitability
(e.g. [10]). Strengthening market orientation of
the company should therefore be the main
focus of the marketing department. The Chief
Marketing Officer (CMO) or his/her alternate
should be, at the same time, the main coor-
dinator of the marketing function.

However, over the last years, marketers within
companies have faced serious criticism coming

from the top management as well as from other
business functions (such as finance, sales or
production). Such criticism stems from the gene-
rally shared opinion that marketing expenditures
tend to rise whereas marketing effectiveness
and efficiency seem to decline over time, as
proved by relatively low satisfaction and loyalty
levels of customers and their resistance towards
marketing activities [14]. By “effectiveness” we
understand ability to achieve marketing goals,
whereas by “efficiency” we understand the
extent to which marketing costs are well used
by achieving those goals.

1. Literature Review
In literature, various reasons for low effective-
ness and efficiency of the marketing function
can be found. They include insufficient control
of CMOs over marketing strategy and marketing
mix, lack of convenient measures for capturing
effectiveness and efficiency of marketing
investments, tactical and short-termed orientation
of marketing departments, and last but not least
low reputation of the marketing profession [6].
Insufficient control of CMOs over marketing
strategy, and particularly over activities that
influence customer acquisition and retention,
lowers deeply the company’s ability to create
marketing assets such as brand value [14].
That such low control of CMOs over marketing
mix exists even in multinational, seemingly market-
-oriented companies, was demonstrated for
example by a recent survey of IBM [2], in which
1,700 marketers were interviewed covering 19
sectors and 64 countries. According to the
research, the marketing department had a rela-
tively strong influence over communication-
related marketing activities such as advertising,
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external communications or social media. On
the other hand, their influence over other
components of the marketing mix (i.e. price,
product and distribution) was limited. Only less
than half of the respondents stated they had
control over issues such as pricing, new
product development or distribution strategy.

The effectiveness of the marketing function
is not only affected by the level of the marketing
department’s control over marketing strategy.
Clearly, even the best marketing strategy will
not have the pursued effect, if not comprised in
the company’s strategic plans. The strategic
influence of CMOs, however, seems to be limited
too, as illustrated by a recent survey among
227 Czech marketing directors. The results showed
that only 14% of the respondents considered
marketing department as the most influential in
constituting the overall company’s strategy [4],
while the most decision power appears to be
afforded to the sales department (it was
mentioned as the most powerful department by
55% of the respondents), followed by the
financial department (mentioned by 22.5% of
the respondents). However, differences were
found over sectors. The influence of marketing
department was conclusively the highest in the
FMCG sector, since almost 40% of the CMOs
working in this area stated that their department
played the most powerful role in their company.
Other sectors were far behind.

Another serious problem of marketing’s
effectiveness and efficiency is the inability of
marketers to evaluate their activity appropriately.
Marketing ROI is perceived as one of the
biggest and most important challenges by
marketers themselves, as shown for example
by a study among US marketing directors, 83%
of whom stated that demonstrating return on
marketing spending is their top priority. Moreover,
more than half of them consider current metrics
for measuring marketing ROI insufficient [17].
Similarly, in the study of IBM [2] introduced
above, only 44% of the respondents believed
that they were sufficiently prepared to provide
“hard numbers” that would relate marketing
spending to financial results of the company.

The felt inability to link the marketing spending
to financial results, however, may not be due to
the inexistence of adequate metrics. Many com-
panies still measure marketing effectiveness on
the basis of profit, sales or market share.
Unfortunately, from marketing point of view this

is not the most suitable approach, because
relationship of these indicators to marketing
effectiveness is usually not direct and because
a number of key marketing activities do not
have an immediate effect on the overall results
of the company [21]. Moreover, these indicators
support short-termed orientation of companies,
whereas building customer relationships and brands
requires longer perspective. However, although
relatively new measures exist that allow for
quantifying the long-term effect of marketing
spending (e.g. Customer Lifetime Value), they
are still used only exceptionally [11]. The key
reason for inappropriate (or the lack of) usage
of available metrics may be the lack of
analytical, financial and IT skills of marketing
managers [21], [22]. Consequently, under these
circumstances, marketing expenditures are
perceived as “soft money” which can easily be
cut, rather than as investments [13], [12].

The generally adopted approach to quanti-
fying marketing expenditure and company’s financial
standing prioritizes short-term orientation.
Short-term orientation of marketing departments
is further strengthened by high fluctuation rate
of marketing managers. Managers responsible
for marketing strategies and their implemen-
tation change positions at very short intervals
(often shorter than two years). This means that
before marketing strategy is implemented and
evaluated, responsible manager leaves [9].
The vision of rapid promotion governed by
positive short-term results naturally stimulates
short-term behavior of marketing managers, who
then lean towards sales mentality [22], ignoring
long-term impact on customers. Marketing
managers can thus support programs which
generate immediate profits (e.g. discount pro-
motions, unfair and annoying marketing practices,
risky brand extensions etc.), but which at the
same time reduce the level of customer
satisfaction and loyalty. This strategy, however,
is not market oriented and does not bring long-
term effects. In fact, according to a recent Teradata
study [20] among 1,100 marketers from 19
European countries, short-term orientation of
marketing departments was considered the
biggest barrier of marketing effectiveness.

All of the barriers mentioned may have
negative effect on the credibility of marketers in
the eyes of their colleagues and top mana-
gement. As shown in a study that measured
how are US marketers perceived by their
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colleagues from other business functions, only
38% of the respondents evaluated their
marketing colleagues as good or excellent, only
18% perceived them as result oriented and only
34% believed that marketers in their company
were strategic thinkers [15]. Low credibility of
the marketing profession can be guessed also
from the compensation of marketers in relation
to other business professions. In the US, average
salary of a marketing manager represents 69%
of finance manager’s salary and 91% of
production manager’s salary [19]. It also seems
that being a marketing manager is not the best
precondition for the CEO position. Among the
hundred most important British companies, for
instance, there are twice as many CEOs with
financial background than with marketing
background [19].

The above described barriers of marketing
effectiveness and efficiency correspond well with
determinants of market orientation as described
by Jaworski and Kohli [3]. These researchers
proved that market orientation correlates with
short-term versus long-term orientation of the
company’s compensation system (long-term orien-
tation correlates with market orientation positi-
vely), relationships among individual company’s
departments (both formal and informal
interconnection among departments correlates
with market orientation positively) and last but
not least the approach of top management
towards market orientation (continuous support
of top management towards market orientation
and low aversion towards risk correlate with
market orientation positively). As market orientation
has proved to be one of the key determinants of
profitability [10], it seems to be most desirable
to overcome the barriers of marketing effective-
ness and efficiency. However, the general
barriers described above can manifest locally in
heterogeneous ways depending on the local
context. Also, the barriers described in (mostly
international) literature may or may not correspond
to barriers perceived by local marketers. To
give specific recommendations in a specific
context, it is thus necessary to complement our
understanding of the issue.

2. Goal of the Study and
Methodology

The goal of this study is identification of the

main barriers of marketing effectiveness and

efficiency which are perceived by Czech
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marketing managers. These findings should be
of high importance for both CEOs (resp. owners)
and marketers, because increasing effectiveness
and efficiency of the marketing function is their
common goal. However, we also want to
extend the current literature, as it is highly
fragmented and US focused and individuate
barriers that may be context-specific.

Our study is based on two focus groups
realized in cooperation with the research agency
Millward Brown. The first focus group was reali-
zed with 5 marketing managers, the second
with 7 marketing managers. All of the respondents
were senior marketing managers. They worked
in marketing departments of various sizes
(in 4 cases they worked in large marketing
departments of tens of employees, in 3 cases
they worked in departments of less than 10 people,
and in 5 cases they were the only marketing
professional in the company) and various levels
of internationalization (in 3 cases they worked
for local companies, and in 9 cases for
subsidiaries of multinational corporations).
Respondents worked for companies operating
in different sectors: 4 in FMCG, 5 in B2B, 1 in
services, 1 in retail and 1 in durables. However,
during their career, most of them gained
experience from more than one sector. Each of
the respondents was motivated to participate
by a small incentive (1,000 CZK).

Each of the sessions lasted approximately
90 minutes. The moderator focused on three main
fields. He asked first how respondents perceived
themselves as marketers, second how they
believed their colleagues and superiors perceived
them, and third what were the main barriers for
effectiveness and efficiency of their activities.
For the first and the second questions field
projective techniques were used, as they are
facilitate the expression of deep and difficultly
communicable thoughts through metaphors.

Both focus groups were recorded on DVD
and subsequently transcribed verbatim. In order
to translate the respondents’ emic experiences
into etic categories, the data was then analyzed
through the operations of categorization,
abstraction, comparison and iteration [18].

3. Findings

The focus groups revealed several key themes
that reflect how local marketers perceive their
jobs. Their account exemplifies the locally lived
experience of the barriers to marketing’s
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effectiveness and efficiency as described in
literature, but also identifies other barriers not
mentioned in other studies.

In the following, we will first illustrate what
marketers see as the main content of their jobs
including the perceived strategic/operational
nature of their work and their perceived influence
over the company’s overall strategy and
marketing mix. We will then turn to marketers’
image in the rest of the company and finally to
the instruments used for measuring marketing’s
effectiveness and efficiency within the company.
In this way, it will be possible to assess the
existence and importance of these barriers at
the local level. The last part of findings will then
engage with the barriers specific to the local
context.

3.1 Marketing: A Job with Vastly
Different Content

Based on the respondents’ accounts, it is clear
that marketing differs greatly over various types
of companies and over various sectors. Thus,
while some respondents described their job as
very comprehensive starting from marketing
research, over strategic marketing (brand
management, CRM, product innovation etc.), to
more or less operational marketing (product
portfolio management, pricing, marketing com-
munications etc.), others gave a picture of their
work as founded practically only in marketing
communications (e.g. events and trade shows
organization, media relations, advertising,
website management, brochures and newsletter
creation etc.). In the second case, marketing
was understood as a supporting function for the
sales department and its main goal was attracting
new customers (see e.g. [8]). As most respon-
dents experienced marketing practice in different
types of companies and different sectors, they
can also give a more comprehensive account
of its different manifestations.

I've experienced various scenarios in which
marketing executed communications only, or
the other side of the spectrum, in which
marketing department developed new products,
managed pricing, price lists, margins, dealt with
ordering of goods — it was quite wide. (retail)

I'worked in FMCG for 10 years and there marketing
is really ATL, BTL, research and that’s it. [...]
Here [financial sector] it’s different, because we

are expected to manage the company in terms of
product innovation, call center, digital media
and we sell online as well. (financial)

The content of the marketing function
seems to depend partly on the customers it
serves (B2B, B2C), the sector it operates in
(FMCG, banking, retail, special goods etc.), but
also on the type and size of company (multina-
tional corporations, locally owned companies).
Marketing in B2B companies appears to be
more sales-supportive or even sales-identical
than on B2C markets. What seems to have
a major influence for the orientation of the
marketing department, however, is the size and
geography of the ownership. Marketing seems
to be attributed less importance in locally
owned and smaller companies.

Although our turnover is quite good for being
a Czech firm, I’'m the only person that does
marketing for the whole world. [...] I mostly
move in the dark waters, where I try to work
with a small budget. (durables)

Furthermore, due to the perceived high cost
of market data, marketers at smaller companies
in particular tend to suffer the lack of market
information. Often, they do not undertake any
marketing research and therefore have no idea
about customer preferences, brand awareness
etc.

When I only mention "research" of anything,
everybody grabs rash and it is finished [...]
I wish I could realize some research. (durables)

Larger companies have enough market
data at their disposition. However, marketers
from larger companies spend a lot of energy on
administration (emailing, writing statuses and
reports, long day meetings etc.), on processing
of the enormous amount of data and on
negotiation with other departments or the
headquarters.

Understanding the consumer should be the main
content of the [marketer’s] job, although it
sometimes gets wild [...] statuses, e-mails and
also the different tables [...] all day long
meetings, always saying something and solve
"Are you going?", "You will not go?", "Well,
I have to be there, at least just sitting". And
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I think it is a big waste of time. These are the
sort of strange bonds, you do not have to be
there, but everybody expects it. (FMCG)

I feel like I keep targeting someone [consumers,
headquarters, colleagues], I keep picking the
right information from the huge database that
exists for each product (FMCG)

The time of recession seems to further alter
the content of marketing, in most cases to the
worse. Several respondents mentioned cuts in
marketing spending and the subsequent further
narrowing of the marketing’s field of influence,
as one of the main solutions companies adopt
when facing recession.

Since 2008 when the recession started [...] there
were three areas that were hit by huge cuts:
investment, human resources and marketing.
[...] So the role of marketing right now is this
broken person. [...] Now we don’t make
analyses, we don’t collaborate with research
agencies, because of course it is not for free and
the cost is significant and obviously strategic
decisions suffer by that, too, and we
don’t exactly have many new products
(FMCG).

The content of the marketing job conditions
the degree of control over the overall strategy.
Clearly, in cases where the marketing function
is rather independent and given enough
responsibility, it also defines questions
regarding the whole marketing mix. Such
department then engages in product innovation
and development, defines pricing strategy, etc.
which allows to pursue market orientation.

We are responsible for all activities of the
company, we are supposed to drive things, we
are pressed to have the thumb over most of the
important steps [...] marketing creates the
strategies. (FMCG)

Where marketing is limited to a very
narrowly defined communication, the strategic
decisions are also beyond their sphere of
influence.

We deal primarily with communications, above
the line, bellow the line. We do not talk into
product range, prices. (retail)
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With us marketing is from research, through
promotional items, inventing competitions, to
posters development. (B2B)

The content of the marketing function, its
effectiveness and efficiency, and the connected
issue of marketing’s influence over the overall
strategy of the company (i.e. the level of overall
market orientation) depends also on the person
of CEO (or owner) and his/her professional
background. CEOs with marketing background
tend to understand the importance of long-term
market orientation and the role of marketing.
Thus, they delegate wider competencies to
marketers, support their efforts and allow for
a bigger influence of marketing in the overall
strategy.

My best experience was in a company with
CEO who was a marketer. He gave marketing
great competences — marketing was managing
pricing, margin, defined product range,
innovations on the market etc. However, this
was connected with responsibility — what will
be the revenue and profit in each category — it
was up to us how we will coordinate our
colleagues in sales and other departments. It
worked very well. But not everyone is so
enlightened. (retail)

On the other hand, CEOs with sales,
production or financial background may be
a significant barrier for an efficient marketing
function.

If there is no support from the owner, or the
CEO and top management, it becomes
a problem. (FMCG)

Our CEO is a former marketer and you can tell.
Our former CEO was from sales and it is clear
that this one is more helpful. (FMCG)

Our top management comes from production,
thus production is the priority, and then sales
support. (FMCG)

We have a director who used to be sales director
[...] Marketing is a support, which does not have
any say in planning. (B2B)

In cases where the top management is not
inclined to include marketing in more strategic
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decisions, marketers have to, according to
respondents, work hard on building trust with
the top management and negotiate.

The negotiation with top management has
its particularities depending on the type of the
company: local or multinational. While in the
locally owned businesses, there is often a lack
of understanding of marketing itself and thus
a certain mistrust towards operations that tend
to be costly, multinational companies often do
recognize the importance of marketing, but are
managed centrally. Local subsidiaries are then
often controlled by the multinational head-
quarters, where strategic marketing decisions
are taken and communication campaigns pre-
pared. Local marketing department is then
responsible only for localization of those
campaigns and reporting, and have a very small
space in which to effectuate efficient marketing,
as described in literature [5]. In their case,
continuous negotiation with the headquarters
makes up a significant part of their job.

It's a lot of negotiation with the headquarters,
what they authorize and what not. (FMCG)

We were reporting all day long, we did not do
anything else. (FMCG)

Marketers from subsidiaries with strict
control seem to perceive the role of
headquarters negatively. They believe that
authoritarian control from the headquarters
caused ineffectiveness and need of evasive
maneuvers.

Sometimes the orders from headquarters were
directly against the interests of our local
business. (B2B)

Certainly it would help us if they gave us more
space, more trust and opportunity to fulfill our
strategies, which we defined here and if they
gave a little more money. (retail)

We try to go in the direction declared [by the
headquarters], but sometimes we look for our
own unexplored terrain and do things a little bit
differently or even guerrilla-like, I admit. These
are fortunately fields that are almost completely
under our control, such as PR or Facebook.
(retail)

On the other hand, some marketers from
subsidiaries stated that headquarters give them
adequate freedom. These marketers seemed
not to perceive the role of headquarters
negatively.

They do not want us to do as many numbers and
analysis [...] and as we have many specifics in
comparison to the mother company, it's nice to
do marketing here. Although we have many
things give [by the headquarters], but it is only
arecommendation and it's not what we have and
do or have to prove afterwards. (B2B)

3.2 Magicians or Trouble-Makers?
Marketers’ Image within the
Company

The content of the marketing function, its

strategic influence and the understanding of top

management are not the only issues that
preclude marketing’s effectiveness and efficiency.

Another barrier is represented by the marketers’

image and support within the company. This

issue described in literature was documented
by our respondents who felt that their colleagues
do not comprehend what is the essence and
contribution of marketers’ job and perceived
this lack of comprehension as a significant
barrier for their job. Moreover, according to our
respondents, they were often perceived as

a department that only consumes financial

resources earned by other departments.

I feel that our people still do not know what to
imagine under "marketing". When you say
"doctor" or "dentist", you automatically associate
it with something. I believe that if I asked what
I was doing they would name some partial
things, but they would definitely not describe
the fundaments. (B2B)

Everybody makes money in the other depart-
ments, but it’s just me in marketing to spend it
[...] Marketing is thus generally perceived as
a department which gives out money, and it is
basically true, because I consume money
visibly. (FMCG)

The image of marketers within companies
seemed to be often stereotypical and often
based on images originated in popular culture.
Respondents believed that they were often
perceived as people who focused primarily on
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“‘image” or entertainment, not on substance.
Also, they are seen as those who understand
things only superficially and who are slightly out
of reality.

We were perceived as girls who have fun all the
time, inventing nonsense, spending money that
others earn, who make it difficult to work when
having an all day meeting, because it's just
laughter, guffaws and screaming... (FMCG)

A lot of my friends think that I'm living like the
Mel Gibson movie "What Women Want."
(financial)

They perceive us as people with ties who
sometimes take this or that to pieces, do not
understand things properly, but have gelled hair.
(financial)

The misunderstanding of marketers’ job
also causes other colleagues to blame the
marketing department when something goes
wrong, even though the marketing does not
possess appropriate competences. Respondents
even mentioned that other departments tended
to be averse towards activities they proposed.

If things go wrong, it is because of marketing,
but it's never because they [the sales] would not
succeed. (B2B)

When something goes wrong, it is marketing’s
fault. (retail)

Despite of these misperceptions, respondents
agreed that their success was strongly dependent
on others and that cooperation with their
colleagues from other company’s departments
was one of the cornerstones of their job. Thus,
the lack of understanding creates a serious
barrier for effective work also because it is one
of the reasons for a constant negotiation with
other departments, which represents a source
of demotivation and low effectiveness.

I have to target [persuade] somebody all the
time... the sales reps to sell my product well and
ensure its good exposure... | have to defend my
stuff in front the parent headquarters. (FMCQG)

After some time, you lose motivation to
constantly argue with someone. There are things
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you found out you cannot change and it is quite
annoying to come back the next year and see
that you still cannot move them [...]
Emotionally you feel that a lot of things should
be different, but you do not devote your energy
to support them [the changes] with arguments...
(financial)

A solution to this problem may reside in
“internal marketing”. As confirmed by the
respondents, although it represents a potential
source of frustration, strong “internal marketing”
offers a way to ensure that marketing is
perceived as an investment rather than a mere
expenditure and should thus be of highest
priority. Consequently, respondents working in
companies that allow for such endeavor, try to
engage their colleagues from other departments
in informational sessions and/or marketing
operations to educate them about marketing
department’s processes and their motivations.

Each quarterly period, when new products were
launched, we invited accountants and all other
colleagues not involved in marketing to participate
in a session where we seemingly wanted to
present the new products and distribute
samples. Within this session each of us was to
somehow present how much the company
earned by our decisions or marketing activities
[...] It took about one year [...] before people
stopped going there just for the samples...
(FMCG)

Interestingly, the current recession that on
the one hand caused cuts in spending and
further movement towards short-term orientation,
also opened up opportunities especially in
internal marketing. This is documented by the
respondents’ accounts of how the low sales
justified the involvement of other departments
in marketing operations or how marketing
serves as a tool to liven up other employees in
times of bad news.

We went to all the people [in the company] and
told them: “When you go to the drugstore or
a supermarket to shop, look what’s wrong with
our brand, look for missing products or
competition in our stands. This work will not
cost you much time and it is extremely important
to us”. This worked pretty well. (FMCG)
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Our colleagues [...] often hear how terribly bad
the whole sector of construction is doing, so
that’s why sometimes it’s good to show them
our numbers. [...] To show them what they hear
everyday in the media in a little brighter colors.
(B2B)

However, since it requires a lot of effort,
respondents also found internal marketing as
exhausting and thus often not sustainable in
the long term.

I think that we are not very good in the internal
work [...] or that we have lost appetite to do it
[...] We can say that the boss is just thickheaded
because he does not get this. But it is more my
fault, because I cannot somehow sell it to him.
It's about marketing and we ourselves are not
able to do it. It is easy to put something on TV,
because I like it, but to sell an idea inside [of
a company] is really difficult. (financial)

The difficulties that marketers encounter
within the company and the efforts they have to
exert to overcome them (not always successfully)
are some of the main reasons for high fluctuation
rate of marketing managers that, according to
our respondents, further undermines effective-
ness and efficiency of marketing, because each
new marketing director tends to bring a radically
new brand strategy. Long-term marketing
strategy is thus impossible.

As with the content of marketing, however,
even in the field of cooperation with other depart-
ments there are differences among companies,
especially across their different sizes.

Unsurprisingly, small companies with an
owner or just a few employees seem not to
have very serious problems with communica-
tion and coordination of the marketing function.
In this case it is the owner (or CEO) who has
the final decision power regarding all marketing
questions. The communication among the
business functions is also relatively simple.

Because we have just two salespeople and one
marketer for the whole world, we always find an
agreement. (durables)

We have a marketing department with two people,
sales department with just a few people and one
technician only, so in comparison to large depart-
ments the communication runs simpler. (B2B)
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Smaller companies, as [ know them, do not have
divisions, there is the owner who is in charge of
absolutely everything, managing sales, price or
marketing creative strategies. This is what is
strictly divided in large firms. (B2B)

Larger companies, on the other hand, seem
to have significant problems with coordination
of the marketing function and the consistency
of marketing decisions.

3.3 Problems with Proving Return
on Marketing Investments

Another serious barrier to marketing’s effecti-
veness and efficiency individuated in the literature
is the inability to prove return of marketing
activities. This problem was confirmed by our
respondents who perceived it as one of the
reasons behind low credibility of marketers
within companies. They highlighted, however,
that many activities in marketing were difficult
to measure (for example because the effects of
marketing tools often overlap) and many
marketing activities therefore stay unmeasured.
Marketers are then left with intuition and
trial/error method or common sense. In this
regard they proposed that some level of
intuition is necessary in marketing, as well as
some rate of failure.

We have a few projects on which it is easy to see
what marketing brings, but it is really just a few.
(B2B)

If I could measure everything [...] it would help
us enormously [...] but it is not always possible
[...] T personally, even though I know that it is
necessary to measure, evaluate and so on, I fight
this in practice and try to do some things more
intuitively. And then it turns out to be trial and
error method, I admit. (B2B)

[To measure the effect of mass-media
campaign] it is more trial/error method. We use
a campaign, then try something else and
compare the sales.” (retail)

One cannot rely only on the data and without
data it is not possible. Ideally, both should be
linked. (FMCG)

However, over the last years, the measu-
rement capabilities in marketing had improved
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significantly. The respondents saw this especially
as a contribution of digital marketing and loyalty
programs which bring an overwhelming amount
of customer data. Especially activities in the
online environment can be easily evaluated,
which motivates marketers to use digital
marketing tools (e.g. SMS campaigns) rather
than less measurable tools (e.g. radio or print
advertisement). Respondents believed that
moving from mass media to more targeted one-
to-one media was an important trend. They
found this transition easy to defend in front of
both CEO and CFO, because it brings better
measurability and higher efficiency.

Fortunately, the number of instruments that
allow to measure and evaluate is growing. We
control the whole sales process, we have our
shops, our cashier system, information system,
loyalty program and it is all very well
connected. We think of a promotion, something
like 20% off, there are coupons for this, so
online we can see immediately what impact
does it have. (retail)

However, an exaggerated switching to
measurable processes in general and digital
marketing in particular has its pitfalls, as
documented by a respondent who noted that
this transition might be sometimes artificial,
responding to the need of measurability
whereas actual effectiveness may be neglected.

To activities, that we are able to evaluate, we
attribute greater credibility than those that are
evaluated with a bit more difficulty. I think the
sobering up in the world was relatively quick. In
Britain, all rushed to the internet. "Well, we
measure clicks, conversions, we have a webpage,
we have fans on facebook." And they fell back
from the traditional media and all of a sudden
their brand started to erode and they found out
that even though they optimized the banner no
matter how [...] nobody clicked on it, because
they did not have any reason. The brand was not
sexy. (B2B)

Within the field of traditional measures, the
most important criterion for evaluating the
effectiveness of marketers’ work tends to be
profitability, turnover, or market share. Respon-
dents were aware that these criteria lead them
to short-term orientation. However, they did not
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see many possibilities for a change as short-
term pressures tend to be caused by top
management.

They [the management] have a really short-term
perspective... We do not talk about brand
perception, where we want to aim... It is
difficult. Unfortunately, short-term goals
prevail. (retail)

The top management pressure was streng-
thened by the current economic recession that,
as with the general role of marketing, also
altered the way measures are used. Because
there has been a growing pressure to cut spen-
ding, clearly what is sought is the justification
for costs. As a result, pressures from the top
management towards marketing accountability
had been rising. Any improvement in justifying
effects of marketing expenditures and investments
is thus believed to be really helpful, especially
in case the CEO was not very marketing
literate. Respondents therefore agreed that
they tried to measure effectiveness of as many
activities as possible.

The pressure from up to do measurable things is
growing. Because when there are cuts, the
question is where and if you have arguments
that you cannot cut this or that because it works
and you have numbers, it is a strong argument.
[...] pressure on the measurability of everything
possible is certainly a step in the right direction.
(retail)

However, there seems to be the effect both
of the market the company operates on
(B2C/B2B) and of the company’s ownership
(privately owned/stock company). In case of
B2B companies, there is more pressure on
retaining customers. Marketers from B2B com-
panies thus use longer-term criteria for evaluating
effectiveness of their marketing activities,
especially customer satisfaction and customer
loyalty.

Privately owned companies, as opposed to
stock companies, tend to have other primary
goals than short-term profit. Also, if the
company has a private ownership, the business
culture of the ownership becomes more crucial
(e.g. Japanese culture). When it is a stock
company, there is more pressure on short-term
profit. This is more often true for big
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multinational corporations operating in FMCG
sector.

We measure the loyalty of the customers [...]
and how many new customers we have, that is
all for us. (B2B)

For us it’s definitely loyalty. It is watched a lot
and each lost customer is talked about and
analyzed and it’s a big problem, we just did
something wrong.” (B2B, privately owned)

[...] the CEO is evaluated based on the results. It
is complicated. I understand that if a Japanese
company has been around for 400 years, they
have a certain idea, but if you have shareholders
it’s another story. Somebody from Germany
comes and says: “I’m here just to collect money
for my shareholders. I’'m not interested in
anything else” (financial)

Long-term measurements offered by
marketing literature such as Customer Lifetime
Value or profitability of individual customers do
not seem to be in use and were not even
mentioned. Longer term marketing visions stay
therefore very often just on paper.

The short-term and more tactical orientation
of some companies may thus be caused by the
perceived lack (factual lack of knowledge of)
and inaccuracy of long-term measuring methods.

[to measure sales] is possible only for the
tactical campaigns that you do on weekly basis.
Then there are marketing goals that are very far
away and you have to head there for a long time,
because otherwise the brand will not live.”
(B2B)

3.4 Locally Manifested Barriers

Except for the barriers described in literature,
our respondents individuated other issues that
prevent the marketing function in their
companies from being effective and efficient.
First of all, what was found in locally owned
companies was the unwillingness to alter the
known processes, to alter the “way things are
done”. As one of the respondents notes:

It is a closed group of people [in the business
sector] who are not even interested in letting
other ideas and other people in and altering their
way of thinking. (FMCGQG)

In this case, even the internal marketing
activities may not be sufficient to alter the top
management’s view of marketing. Marketing is
thus limited to the top management’s
perception of what it is.

Second barrier that appeared in the data
were some aspects of the Czech national and
business culture, such as the unwillingness to
share best practices and failures across
companies or the general lack of competencies
in the field. This precludes the whole field from
learning and moving forward.

There was a person [at a conference] who was
talking about how their company was great. So
I didn’t learn anything that I wouldn’t know
already. [ don’t know if'it’s typically Czech, because
they show really nice case studies abroad.
Although it is difficult to bring it here from the
US, but nobody does it here. Everybody guards
his/her limited knowledge. (financial)

Also, since marketers do not learn about
other marketers’ failures, it may lead to the
frustration from being the only one.

Conclusions

The goal of the paper was to explore the local
manifestation of the barriers to marketing’s
effectiveness and efficiency. Such barriers, as
described in literature, include the tactical
short-term orientation of marketing operations,
the lack of marketing’s influence on general
strategy, the lack of measures to link the
marketing operations and its financial effects
and the image of the marketing department
within the company. These barriers often
coincide with the barriers to market orientation
of the company, which represents one of the
key elements for its profitability [3], [10].

Our data showed that the above mentioned
barriers to marketing’s effectiveness and
efficiency do exist in the local Czech setting
and are encountered on everyday basis by the
interviewed marketers, but that there also seem
to be barriers not found in other literature (the
unwillingness to alter the perceived content of
marketing and the unwillingness of marketers
to share their experience).

What was found as most crucial is the
narrow focus of the marketing department,
which causes its short-term orientation. This is
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strengthened by the lack of use of measures
that would calculate the long-term effect of
marketing operations and the pressure on
short-term profit from the top management. The
marketers’ work is then complicated by the
misconception of marketing’s function by its
colleagues and by the CEO, who is crucial in
defining the marketing’s competencies, budget
and strategic involvement. These barriers are
then strengthened by the current economic
recession, which increases pressures on
accountability of all costs, and thus strengthens
the short-term orientation (due to the better
accountability of short-term operations).

Our data, however, also showed that there
are big differences across different sectors,
company sizes and ownership types. To
summarize and synthesize our findings, we
constructed a tentative model, in which we
estimate four basic types of companies differing
with respect to the role marketing plays within
them. These are “B2C Marketing Oriented”, “B2C
Sales Oriented”, “B2B Marketing Oriented” and
“B2B Sales Oriented” (see fig. 1).

In case of “B2C Marketing Oriented” com-
panies, marketing department plays rather strategic
role. It ensures synergy among company’s
departments. Marketing department is typically
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large and does not seem to face problems with
defending its budget. Effectiveness of the
marketing function is high. The company
should therefore focus primarily on efficiency of
marketing activities.

Marketing in “B2C Sales Oriented” com-
panies is still a relatively strong department.
However, it is focused primarily on marketing
communications. It is the sales department
which controls the company. Effectiveness of
the marketing function should be increased
distinctly.

In “B2B Marketing Oriented” companies
marketing and sales are strongly interconnected.
The company acquires and retains customers by
personal contacts, marketing communications
plays negligible role. The company should focus
primarily on efficiency of marketing activities.

In “B2B Sales Oriented” companies mar-
keting plays insignificant role, focused primarily
on sales support. It is perceived as a less
important department and its budget is cut
easily. In this case effectiveness of the marketing
function should be increased distinctly.

What seems to play an important role in
increasing marketing’s reputation and securing
the support of other colleagues is internal
marketing.

m Company typology with respect to the role of marketing

B2C

B2C

Marketing
Oriented

Marketers are

concerned with
strategy

B2B

Marketing
Oriented

B2B

B2C Sales
Oriented

Marketers are
concerned with

tactics

B2B Sales
Oriented

Source: authors

4, xvi, 2014 M

121



EM 04 14 zlom 1.12.2014 11:13 Stréanka 12$

122

Marketing a obchod

Apart from the barriers described in
international marketing literature, however, our
data also reveals barriers found in our specific
context and not mentioned by other studies. In
particular, what was found was the closeness
and unwillingness to share.

Managerial Recommendations

In general, for increasing marketing effecti-
veness and efficiency the role of the CEO
seems to be critical. The CEO should first of all
appoint the position of CMO. He or she should
concentrate on hiring such a person for this
position who would possess strategic, financial
and analytical skills and knowledge as well as
ambition to do marketing in its broadest sense.
Secondly, the CEO should support strongly and
continuously the CMO’s efforts within the
company. The CMO should not be responsible
just for marketing communications but for both
strategic and operational marketing decisions.

Further, the CEO, the CMO and the CFO
should agree on the usage of both short-term
and long-term criteria for measuring marketing
ROI. Both criteria should become part of the
company’s overall business criteria and should
become basis for the CMO’s compensation.
The CEO should control performance of the
CMO according to the criteria agreed. However,
he or she should respect that marketing is
connected with some degree of failure.
Evaluation of the CMQO’s performance requires
therefore a certain level of understanding.

The CMO should be continuously explaining
benefits of marketing activities to other
departments of the company. Setting up regular
formal or informal meetings, for instance, seems
to be an effective strategy in this regard, as
does inventing creative ways to engage colleagues
from other departments in marketing’s activities.
At the same time he or she should continuously
search for new measures of the success of
marketing activities. At least in larger companies
CMOs should consider investment into such IT
systems which would increase measurability of
marketing effectiveness and efficiency as well
as the credibility of his or her department.

Research Limitations and Areas for Future
Research

This study is based on qualitative data originated
from focus groups with marketing professionals.
As such, it is not its goal to present statistically

representative conclusions, but rather offer an
insight into the current situation and individuate
the heterogeneous problems marketers face in
their everyday work that prevent them from
being effective and efficient. In this way, the
resulting typology of the different companies is
also tentative and should be validated by
a subsequent research.

Further research should investigate the
quantitative side of the barriers to marketing’s
effectiveness and efficiency. In particular, it
should address the quantitative distribution of
the individuated barriers within different types
of companies. Also, further research is needed
to investigate these barriers in other contexts.
In particular, it should address the barriers
uncovered only in our particular context to
determine, if they are context-specific or could
be found in other settings as well.

Moreover, CEOs and colleagues from other
departments should also be involved in the
further research to get a more objective view
which would give the possibility to confirm the
findings.

This study was realized in cooperation with
Millward Brown and it was supported from the
resources for long term conceptual research
development of the University of Economics,
Prague (IP300040).
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BARRIERS OF MARKETING EFFECTIVENESS AND EFFICIENCY WITHIN
COMPANIES: A QUALITATIVE STUDY

Miroslav Karlicek, Zuzana Chytkova, Ladislav Tyll, Hana Mohelska

Market orientation can be defined as the company’s ability to systematically generate relevant
information about current and latent customer needs, spread this information across all company
departments and use this information in decision making and subsequent behavior. Current
research proves that market orientation correlates strongly with profitability. Strengthening market
orientation should therefore be the main focus of the marketing department. However, over the last
years, marketers within companies have faced serious criticism coming from the top management
as well as from other business functions. This criticism stems from the generally shared opinion
that marketing expenditures tend to rise whereas marketing effectiveness and efficiency seem to
decline over time, as proved by relatively low satisfaction and loyalty levels of customers and their
resistance towards marketing activities. This study investigates the main barriers of marketing
effectiveness and efficiency within companies. Based on two focus groups with senior Czech
marketing managers we revealed several key themes that reflect how local marketers perceive
their jobs. We identified that marketing departments differ diametrically in activities they execute,
that marketers face image problem within their companies and that they are not able to prove return
of their activities sufficiently. Furthermore, we individuated barriers specific for our context not
found in the literature. However, companies of different size and sectors have specifics which are
discussed in the text. Managerial recommendations are added. All of these findings should be of
high importance for both CEOs (resp. owners) and marketers, because increasing effectiveness
and efficiency of the marketing function is their common goal.

Key Words: Marketing function, marketing effectiveness, marketing efficiency, marketing
department, marketing manager.

JEL Classification: M31.
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MEDIA PORTRAYALS OF REGIONS IN THE
CZECH REPUBLIC: SELECTED ISSUES

Jan Suchacek, Petr Seda, Vaclav Friedrich, Jaroslav Koutsky

Introduction

Not surprisingly, 21st century is quite frequently
referred to as the century of information.
Informational needs currently represent such
an important category that they are comparable
with the saturation of physiological needs. Less
attention is usually devoted to the territorial
patterns of information.

Every territory can be characterized by both
material and intangible characteristics [1], [20].
Spatial distribution of population is of utmost
importance in this respect as human activities
form material structures, which surround us.
Nonetheless, all territories are describable also
from intangible perspective. Overall atmosphere,
reputation, image as well as position on the
mental map can be ranked among typical
attributes of the intangible dimension of the
space [9], [16], [19].

Mental maps represent increasingly popular
notion of our times. Mental maps are formed on
the basis of aggregation of individual images of
particular spots and territories. From this
standpoint, the image of the territory should be
perceived as overall picture and reputation of
given area in the eyes of the wide public. Mental
maps reflect the psychological representation
of space. [5] showed that mental maps are not
mere preference surfaces but also predictors of
consequent spatial behavior. Growing
importance of mental maps is in compliance
with recent upsurge of soft location factors.

Media — and no matter whether printed, such
as newspapers or journals, or electronic, such
as TV, radio or on-line content — are undoubtedly
the primary source of information. At the same
time, media formed the environment that
directs our everyday activities. Media influence
the functioning of individual subjects as well as
whole territories. In brief, individuals or enterprises

that do not appear in media are losing their
existence in virtual world and become
inconspicuous in the real world as well. And the
same applies to regions. Regions without
media publicity are largely omitted by investors,
tourists as well as wide public. If the region
appears in the media it still does not mean any
victory since investors, tourists and the wide
public are pretty sensitive on the composition of
news about individual territories. If the region is
depicted in a positive way, it often lures the
above mentioned target groups; vice versa,
negative news repel these target groups and
the region can easily fall into psychological and
economic vicious circle. Put succinctly, media
in relation to regional development do matter
[4], (8], [10].

Media influence readers, listeners or TV
viewers in the short run. In case that certain
themes are repeated more frequently, attitudes
and behavior of the population can be affected
in the longer run. Further factors shaping mental
maps in the longer run are educational
institutions, family or surrounding milieu.

Image of the region should characterize its
specific supply and distinctiveness. In reality,
territorial image very often does not correspond
to the objective reality, which is caused
primarily by the processes of agenda-setting
and agenda-cutting that are used in various
kinds of media rather frequently.

The traditional mission of media is objective,
accurate and unbiased depiction of reality.
However, contemporary media can be already
perceived as co-creators of the milieu we are
living in. Regarding the great and steadily growing
interconnectedness of the world, media can show
just selective cuts of complex reality. People
are thus informed about the events but at the
same time media more or less conspicuously
direct their behavior and the perception of
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reality. Many people even accept opinions
presented by media in a very sophisticated
way. Agenda-setting, i.e. accentuation of
chosen events or agenda-cutting, i.e. ignorance
of selected occurrences play increasingly
important role in this context [11], [12].

At the same time, the possibilities to control
whether media fulfill their mission, i.e. objective
and unbiased coverage are practically eliminated,
since there are not so many individuals that
possess sufficient time and energy to check the
primary sources of information and to verify the
validity of media informing. Moreover, the
quality of information itself is heavily dependent
upon the way of interpretation and explanation
of events or phenomena. Indeed, media bias is
one of the most important attributes of
contemporary coverage.

From this point of view, the conception of
gatekeeping is of great importance.
Gatekeeping should be treated as the process
through which information is filtered for
dissemination, be it publication, broadcasting,
internet or some other mode of communication.
Gatekeeping ranges from a reporter deciding
which sources are selected to be included in
a story to editors determining which stories are
printed or covered. The process concerns also
media owners as well as advertisers.

Process of gatekeeping designs not only
which information is chosen, but also what the
content and nature of the messages, such as
news, will be. The most important attributes of
gatekeeping are as follows [2], [15]:
= |n accomplishing their monitoring functions,

all media have a very large amount of

stories brought every day by reporters.

= Only a limited amount of time or space is
available in any medium for its daily
presentations of the news to its audience.

The remaining room is devoted primarily to

advertising.
= Within any news organization there exists

a news perspective, a subculture sui generis

that includes a complex set of criteria for

evaluating a particular news story — criteria
based on economic needs of the medium,
organizational policies and some other
categories.

= The above criteria are used by editors,
news directors, and other personnel who
select a limited number of news stories for
presentation to the public. These news are

presented in ways such that the require-

ments of the medium and the preferences

of the audience are met.

= Personnel in the media is acting as
gatekeepers, letting some stories pass
through the system but keeping others out,
thus limiting, controlling, and shaping the
public's knowledge of the entirety of actual
events taking place in reality.

From territorial point of view, media constitute
certain informational gate between inner, i.e.
municipal and regional actors of territorial
development and outer groups, such as visitors,
potential visitors, investors, non-regional
entrepreneurs etc. Local/regional politicians,
institutions or entrepreneurial subjects strive for
the attraction of media attention and address
their voters, citizens or employees just by means
of media. And vice versa, these relevant
players of local and regional development get
the important information for their decision-
making through media again. Not surprisingly,
media by themselves became relevant actors
of territorial development. Subsequently, we are
currently entitled to speak about media-terri-
torial or directly meditorial development, rather
than about mere territorial development [17].

We can distinguish local, regional and national
media. Basically, it is scalar differentiation of
media. Obviously, national media are the most
influential ones. For the purposes of our work,
we will focus primarily upon national media,
because they inform not only about national or
foreign issues but also about particular regions.
And just the news concerning regions that are
mentioned at the national level substantially co-
determine the creation of mental maps.

In many countries, spatial distribution of
media is rather centralized and all principal
media are concentrated usually into the capital
city, which is also the case of Czech Republic.
At the same time, one has to consider that
above media centres typically act also as
administrative, political and socio-cultural hubs.
This is the factor that may affect territorial
pattern and composition of the news. However,
there are much more sources of media bias.

In order to capture the relation between media
and regions, authors of this paper focused on
TV. TV coverage has one of the highest impacts
on the public on the one hand and is repre-
sentative enough on the other [14]. Comparisons
show that TV coverage agenda to a large
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extent represents also press or radio coverage
agenda [14]. That is why TV coverage will be
taken as a point of departure for this research.

The main objective of this article is to analyze
and evaluate selected aspects of NUTS Il
regions portrayals within national TV coverage.
Whole research has been accomplished
primarily from qualitative point of view. Added
value of the paper is substantially influenced by
the relative newness of the whole topic.

1. Materials and Methods

The empirical analysis in this paper is based on
unique data purchased from Media Tenor, Ltd.
This company deals with a continuous and
systematic analysis of media reports in the Czech
Republic. The Media Tenor, Ltd. offers a com-
plete set of analytical services based on the content
analysis of media. It accurately evaluates both
qualitative and quantitative aspects of media
contributions. Analytical and consulting services
are usually used by private companies, political
parties, PR agencies, local governments,
scholars as well as media editors.

In this paper, we investigated TV coverage
which was represented by evening news of 3
principal TV companies in the Czech Republic.
Our research therefore monitored Udalosti and
Udalosti, komentare of Czech TV, both of them
representing public TV. On the other hand,
Zpravy constitutes part of private FTV Prima air
time and the same applies to Televizni noviny
of TV Nova. Our research covers the period
between 2004 and 2011 years, which is maximum
possible time in this realm. Thus one can already
get at least an essential overview of deve-
lopmental tendencies in the researched domain.

Our analysis and interpretation is based on
content structure of contributions appearing in
national TVs and related to individual NUTS Il
regions in the Czech Republic. Individual themes
related to country’s self-governing regions include
relevant economic, social as well as environ-
mental aspects of life in these territories.

For the purposes of this text, three basic
research hypotheses have been formulated.
The hypotheses tested in our paper are defined
as follows:

H1: The average number of contributions in
each thematic pillar is comparable within
individual regions.

H2: The representation of contributions from
a particular pillar is comparable among regions.
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H3: Independence between region and
pillar variables can be expected.

In this paper, the methods of corresponden-
ce analysis and Kruskal-Wallis test procedure
will be utilised. The Kruskal-Wallis test or non-
parametric analysis of variance (ANOVA) is
usually used when one wants to test the diffe-
rence between two or more groups when data
sample doesn’t meet assumption of normality.
Correspondence analysis is appropriate approach
when attempting to determine the proximal
relationships among two or more categorical
variables. When having categorical variables
the method of correspondence analysis is
similar to the usage of correlation analysis or
principal components analysis for continuous
or nearly continuous variables.

1.1 Analysis of Variance

The first analytical approach, which will be applied
in this paper, is the analysis of variance, namely
the Kruskal-Wallis test. The Kruskal-Wallis test
is usually used when there is one nominal
variable and one measurement variable, and
the measurement variable does not meet an
assumption of normality. In that case, a stan-
dard one-way ANOVA may lead to inaccurate
estimates of the p-value when the data are very
far from normal distribution. The Kruskal-Wallis
test belongs to a group of nonparametric tests
and is equivalent to the standard one-way
ANOVA. This test is a logical extension of the
Mann-Whitney U test and allows us the
comparison of more than two independent
groups. It is most commonly used when we
wish to compare three or more sets of scores
that come from different groups [13].

The Kruskal-Wallis test does not expect an
assumption that the data are normally distributed.
However, it does assume that the observations
in each group come from populations with the
same shape of distribution. In other words, if
different groups have different shapes, for
instance one is skewed to the left and another
one is skewed to the right, or they have
different variances, the Kruskal-Wallis test may
give inaccurate results. For details, see [3]. In
that kind of situation, maybe one could look into
some kind of bootstrap analysis.

The null hypothesis in case of the Kruskal-
Wallis test is that the samples come from
populations with certain characteristics. These
characteristics entail there is 0.5 probability that
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a random observation from one group is greater
than a random observation from another group.
The Kruskal-Wallis test does not test the null
hypothesis that the populations have identical
means, which is the null hypothesis in case of
one-way ANOVA. The Kruskal-Wallis test also
does not test the null hypothesis that the
populations have equal medians, although you
will see this error in some statistics textbooks.

Like most non-parametric tests, the
Kruskal-Wallis test is also performed on ranked
data, so that observations are converted to their
ranks in the overall data set, and the smallest
value gets a rank of 1, the next smallest gets
a rank of 2, etc. Tied observations get average
ranks; therefore if there were two identical
values occupying the seventh and eighth
smallest places, all would get a rank of 7.5 etc.

The sum of the ranks is calculated for each
group, then the test statistic H is calculated.
H is given by a rather formidable formula that
basically represents the variance of the ranks
among groups, with an adjustment for the
number of ties. If the null hypothesis is true, the
test statistic H is approximately chi-square
distributed, which means that the probability of
getting a particular value of H by chance is the
p-value corresponding to a chi-square equal to
H. The degrees of freedom represent the
number of groups minus 1.

Analysis of variance will be utilised for the
verification of hypotheses H1 and H2.

1.2 Measurement of Correspondence

in a Crosstabulation
Correspondence analysis is a multivariate
statistical technique proposed by [7] and later
developed by [6]. The correspondence analysis
denotes a nonparametric approach which does
not calculate any statistical significance test
since it is not based on a probability distribution
assumption.

The correspondence analysis itself represents
an algorithm which is capable of some measu-
rement of correspondence between the rows
and the columns in a correspondence table. When
centring the columns and rows of correspon-
dence table and using chi-square distances it
corresponds to standard correspondence
analysis. Nevertheless, using alternative centring
ways combined with another type of distances
allows for an alternative representation of cor-
respondence table in a low-dimensional space.

As the measure of correspondence any
association, similarity, confusion or interaction
between the column and row variables can be
considered. Common type of correspondence
table is a crosstabulation with the cells containing
frequency counts. However, when using a typical
crosstabulation it does not usually provide
a clear picture of the nature of correspondence
between variables, especially if the variables of
interest are nominal and in addition contain
numerous categories.

To summarize, correspondence analysis is
usually performed on contingency tables of size
m x n where m represents the number of rows
and n denotes the number of columns in
a contingency table. From statistical point of view,
a crosstabulation is a type of table in a matrix
format that displays the multivariate frequency
distribution of the variables. A crucial problem
of multivariate statistics is finding dependence
structure underlying the variables contained in
high dimensional contingency tables.

When using correspondence analysis
approach, a contingency table of frequencies is
usually standardized firstly. Thus, the relative
frequencies across all cells sum to 1.0. In
typical correspondence analysis the entries in
the table represent the relative frequencies in
terms of the distances between individual
columns and rows in a low-dimensional space.
When applying correspondence analysis
procedure, all used data should be nonnegative
and moreover on the same scale. The method
of correspondence analysis deals with rows
and columns equivalently.

The contingency tables offer several measures
of association and tests of association. For
instance, chi-square test, Fisher's exact test,
Phi coefficient, contingence coefficient C or Cra-
mer's V can be used. An analysis of contin-
gency tables usually includes investigation of
row and column profiles and testing for
independence via the chi-square test.

The correspondence analysis decomposes
the y2 statistic associated with this table into
orthogonal factors. A chi-squared test, also
referred to y2 test, is statistical hypothesis test
in which the sampling distribution of the test
statistic is a chi-squared distribution when the
null hypothesis is true. Since correspondence
analysis is only descriptive technique, it can be
applied to tables whether the x2 statistic is
appropriate or not. When the number of
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categories is quite large and the assumptions
of chi-square test are not fulfilled, the chi-
square test sometimes is not able to detect the
dependence structure clearly.

The correspondence analysis is able to
examine the relationship between two variables
graphically in multidimensional space. One can
compute column and row scores and make
a plot based on the scores. Thus, the basic aim
of correspondence analysis is to create biplots
for correspondence tables. The correspondence
plot allows us to visualize mutual relationships
among categories spatially on dimensional
axes. In other words, with a help of empirically
derived dimensions it can be seen which
categories are close to other categories.
Therefore, projecting points for one variable on
the vector from the origin to a category point of
the other variable represents the relationship
between analysed variables.

To sum it up, with a help of this approach
one can see which categories of used variable
are similar to each other or/and which cate-
gories of two different variables are related.
Moreover, correspondence analysis procedure
allows us to fit supplementary points into a space
which has been defined by active points.

Correspondence analysis is able to work
with nominal variables, ordinal variables, and also
with ratio variables, albeit creation of discrete
categories from a continuous variable is
generally not recommended. Since in a typical
correspondence table, variables in the rows
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and columns are assumed to denote unordered
categories, the nominal scaling is usually used.
It means that the only consideration is the fact
that some objects are in the same category
while others are not. Nothing can be assumed
about the distance or order between categories
of the same variable.

Correspondence analysis will be used for
the evaluation of hypothesis H3.

2. Results and Discussion
Statistical analyzes presented in this paper
were accomplished on the data file representing
the individual contributions presented in the
major news programs from different NUTS IlI
regions in the public Czech Television (Udalosti
and Udalosti, komentare), commercial TV Nova
(Televizni noviny) and FTV Prima (Zpravy) for
the period from April 2004 to December 2011.
Contributions are thematically divided into
30 categories and 10 pillars (social, environmental,
economic, education and science, public affairs,
European and international, security, accidents,
sport and justice). Altogether the amount of
54,667 contributions was monitored by this way.
Statistical data were analysed by means of
contingency tables, correspondence analysis and
non-parametric Kruskal-Wallis test with a help of
Microsoft Excel and IBM SPSS Statistics software.

2.1 Description of Data Set
As a first step of our analysis we divided default
30 thematic categories of original data sets ob-

Distribution of particular thematic pillars

Frequency Percent
SECURITY 13,630 24.9
SOCIAL 12,826 235
ACCIDENTS 10,213 18.7
ECONOMIC 5,731 10.5
PUBLIC AFFAIRS 4,030 7.4
ENVIRONMENTAL 3,213 5.9
JUSTICE 2,147 3.9
EUROPEAN & INTERNATIONAL 1,106 2.0
EDUCATION & SCIENCE 983 1.8
SPORT 788 1.4
Total 54,667 100.0

Source: authors
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tained by Media Tenor Ltd. into 10 basic thematic
pillars in order to simplify their classification. The
description of original data and default 30
categories can be found in [17] and [18]. Before
the analyses the source data were transformed
from Excel tables into uniform datasheet for IBM
SPSS Statistics software and categorized by
authors. Tab. 1 shows the distribution of all the
news among particular pillars.

Almost one half of the news (49.5%) is of
tabloid character, which includes security,
accidents and justice. This is in line with
gatekeeping conception that has much to do with

editorial stereotypes (see also [15]). As it can be
seen in Table 1, security and accident pillars
together with social pillar occupy the top of the
rankings. European & international and educa-
tion & science pillars have remained at the opposite
end of the ladder together with sport pillar.

In order to describe mutual interdependence
among thematic pillars and news programs
contingency table was created, see Tab. 2.
Table 2 provides us with synthetic information
about percentage distribution of individual thematic
pillars within researched news programs.

Contingency table (% within news program)

News Program
Televizni Udalosti Udalosti, Zpravy Total
noviny (CT) komentare | (FTV Prima)
(Nova TV) (CT)
SECURITY 30.6% 19.3% 17.2% 26.8% 24.9%
SOCIAL 21.1% 28.3% 26.7% 20.2% 23.5%
ACCIDENTS 20.0% 14.8% 15.0% 22.4% 18.7%
ECONOMIC 9.0% 11.3% 14.9% 9.6% 10.5%
PUBLIC AFFAIRS 5.2% 10.3% 10.0% 6.1% 7.4%
ENVIRONMENTAL 7.1% 4.6% 3.6% 6.5% 5.9%
JUSTICE 3.2% 4.5% 5.5% 3.6% 3.9%
E#EISI\TAE"I:“I'(\;SAL 1.3% 2.9% 3.2% 1.5% 2.0%
EB\ILIJE%%T;ON & 1.2% 2.1% 2.6% 1.9% 1.8%
SPORT 1.3% 1.8% 1.2% 1.4% 1.4%
Total 100% 100% 100% 100% 100%
(18,558) (14,997) (6,139) (14,973) (54,667)

While the public Czech TV has the largest
share of contributions from social pillar,
followed by security and accidents pillars, both
commercial televisions (Nova TV, FTV Prima)
have security pillar on the top, followed by
relatively comparable proportion of social and
accidents pillars. The economic and public
affairs pillars have a greater representation in
news programs of Czech TV. All TV stations have
the smallest share of European & international,
sport and education & science pillars.

Source: authors

As a next step of our analysis we measured
potential dependence in Tab. 2. Results are
shown in Tab. 3.

Pearson Chi-square test of independence
shows that significant dependency of pillar
structure on TV program exists (Sig. = 0.000).
The value of Cramer V coefficient of contin-
gency means the weak dependency only.

The maximal number of contributions is
concentrated at Televizni noviny of Nova TV;
slightly less contributions is brought by Udalosti
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Measures of dependence in contingency table

Value Asymptotic Significance
Pearson Chi-Square 2,219.098 0.000
Cramer’s V 0.116
N of valid cases 54,667

(Czech TV) and Zpravy (FTV Prima). The news
program Udalosti, komentare (Czech TV)
contains significantly smaller number of
contributions, but this program is oriented into
important and serious topics with more detailed
analyses.

In order to present described interdependence
among thematic pillars and news programs
from visual perspective, the correspondence
analysis containing 2 dimensions was used in
the form of scatter plot, see Fig. 1.

The horizontal axis in Fig. 1 (Dimension 1)
divides particular pillars into 3 basic segments:

m Scatter plot for pillars

Source: authors

a) European & international, public affairs

(public topics),

b) Social, sport, justice, economic, education

& science (societal topics),

c) Security, environmental, accidents (tabloid
topics).

On the other hand, the vertical axis in Fig. 1
(Dimension 2) subdivides all pillars into 2
segments:

a) Education & science, economics, justice,
accidents (everyday topics),

b) European & international, public affairs, social,
sport, environmental, security (remaining topics).
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In order to clarify the profiles of above
mentioned TV programs in a better way, we can
display both pillars and TV programs through
the correspondence analysis into one location

map, see Fig. 2. Two dimensions of the correspon-
dence analysis are covering approximately 98%
of the variability of the original crosstable, which
detects a very high rate of correspondence.

m Scatter plot for both pillars and programs
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With the help of Fig. 2 one can determine
which thematic pillars are more accentuated
than the others in particular news programs.
The first dimension (Dimension 1) divides the
public news programs (on the left side of the
plot) from the commercial ones (on the right).
The second dimension (Dimension 2) facilitates
the differentiation of TV news as to thematic
categories. The content differences between
the programs of public Czech TV are larger
than the differences between the news
programs of both commercial TV stations. It
can be said that Uddlosti, komentare (Czech
TV) and Zpravy (FTV Prima) are orientated into
more specific and profound topics.

Source: authors

The dimensions in Fig. 2 can be described
as follows:

a) Dimension 1: public — commercial (tabloid),
b) Dimension 2: general (societal) — specific

(familiar/individual).

From this perspective it is clear that
Udalosti of Czech TV program concentrates
primarily on social, public affairs, European &
international, sport pillars, while Udalosti,
komentare are focusing on economics, justice,
education & science pillars, which is distinctive
in comparison with other TV programs. It is
possible to claim that Czech TV is able to produce
two different news programs with various
specializations and more distinct profile. On the
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other hand Televizni Noviny of TV Nova is more
focused on environmental and security pillars
while other Zpravy of FTV Prima is closely linked
to accidents pillar. The last result is consistent
with the fact that FTV Prima produces a special
part of news called Crime Report (Krimi Zpravy).

Results we obtained are in consonance
with previous analyses [18].

2.2 Appearance of News in Various
Regions and Pillars

In the next step of our empirical analysis all the

hypotheses as formulated in chapter 2 will be

verified. For the purposes of our analysis the

default data were transformed into the structure

with the following factors:

= region (covering NUTS Il territories),

= year,

= thematic pillar.

The number of news per year, per NUTS llI
region and per particular pillar serves as
quantitative indicators. It should be also
mentioned that two NUTS Il regions — Prague
and Central Bohemia were joined into one
territory. It was done due to the better
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correspondence with natural geographical
characteristics on the one hand and
suppression of specific urban character of the
capital city on the other. Last but not least,
unification of Prague and Central Bohemia into
one territorial unit turned out to be correct and
useful also in previous researches [17].

a) Hypothesis H1: The average number of
contributions in each thematic pillar is
comparable within individual regions.

We will compare the average annual number
of posts in each region and pillars using one-
dimensional analysis of variance. Since the
distribution of data set doesn’t exhibit normal
probability distribution as confirmed by Jarque-
Bera test the non-parametric analysis of
variance represented by Kruskal-Wallis test will
be used.

First, it will be compared the average
number of contributions per capita (per 100,000
inhabitants) for a region among particular
pillars. Results of Kruskal-Wallis test are shown
in Tab. 4.

Non-parametric analysis of variance (Kruskal-Wallis test)

Number of news per capita

Kruskal-Wallis H 741.189
df 9
Asymptotic Significance 0.000

The asymptotic significance is less than
0.05, so the hypothesis H1 can be rejected at
5% significance level which means that the
differences in the number of contributions per
capita among the pillars are statistically
significant.

The largest amounts of contributions per
capita throughout the Czech Republic are
related to security, accident and social pillars.
Our results confirm the previous research
findings that in the news programs (especially
in commercial TVs) tabloid topics are clearly
[18]. The same result can be expressed via
sorted means plot which is often used to
describe the result of analysis of variance tests,
see Fig. 3.

On the other hand, European & international,
education & science and sport pillars proved to

Source: authors

have the smallest share among all pillars.
Moreover, the same applies to practically all
NUTS 1l regions. The only exceptions are
Karlovy Vary and unified Prague and Central
Bohemia regions where social pillar is the most
abundant one.

b) Hypothesis H2: The representation of
contributions from a particular pillar is
comparable among regions.

To evaluate hypothesis H2 we will again
utilise the analysis of variance with one factor.
When accomplishing the analysis of variance,
the average number of contributions for a pillar
per capita (per 100,000 inhabitants) will be
compared among individual NUTS Il regions

as the factor.
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m Means plot for pillars
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To test the differences between the regions
the Kruskal-Wallis test will be used again
because the probability distribution of data set

Source: authors

doesn’t exhibit normality. Results of the
Kruskal-Wallis test for the hypothesis H2 are
shown in Tab. 5.

Non-parametric analysis of variance (Kruskal-Wallis test)

Number of news per capita

Kruskal-Wallis H 33.110
af 12
Asymptotic Significance 0.001

The hypothesis H2 of a comparable
number of contributions among regions can be
rejected, since asymptotic significance is less
than 0.05 again. We must therefore assume
that some regions are associated with more
contributions than it would correspond to their
population size. Similar results have been
reached by application of regression analysis
[18]. It has been confirmed that the number of
contributions per capita decreases with the
distance from the capital city.

If we display the sorted means plot, it is
clear that equality is disrupted especially by
Central Bohemia Region including Prague,
which concentrates most of the contributions,
even though we recalculated the number of
contributions per capita. Moravian regions with
the exception of South Moravia with Brno as

Source: authors

the “capital” of Moravia are at the end of this
sorted list; see Fig. 4.

When comparing the profiles of news per
capita among regions for each pillar, we can
find (compared to the previous hypothesis H1)
significant differences between the pillars. It
means that the order of regions in the profile is
different just due to the pillar. For example, we
can analyse education & science pillar in more
detail. The education & science pillar has
a clear peak in Plzen region, followed by
Liberec and Central Moravia & Central
Bohemia & Prague regions, which can be
related to the affair of Faculty of Law, University
of West Bohemia in Plzen that was one of the
most interesting news at a certain time. On
other hand, Karlovy Vary region belongs to the
regions with lowest number of contributions per
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Means Plot - All Thematic Pillars

1,801

160

1,40

Number of Posts per Capita (mean)

1

Easternmost
regions

=

T T T T T T T T T T T T
Central  Liberec  Karloy ~ Hradec  Plzeii  South outh - Ustinad Pardubice Vysocina Olomouc Moravian. Ziin Region
Bohemia  Region an Kidlové  Region Moravian Bohemian Labem  Region  Region  Regi Silesian

(incl. Region  Region Region  Region  Region Region

Prague)

Region (NUTS 11l

Source: authors

m Means plot for education & science pillar by regions (NUTS lil)
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capita, which can be ascribed to the fact that
Karlovy Vary is one of the few regional capitals
without university or college, see Fig. 5.

It is worth noticing regions, which dominate
in individual pillars. For instance, Central
Bohemia & Prague region always dominate in
all investigated pillars. In other words, the
“capital city” region is always among the top

Source: authors

three regions when analysing patrticular pillars.
The only exception is environmental & accident
pillar.

To sum it up, the following Tab. 6 illustrates
regions that have the most frequent represen-
tation of contributions in each pillar. Three regions
with the highest number of contributions per
capita have been always selected.

4, XVII, 2014 EM 135



EM 04 14 zlom 1.12.2014 11:13 Stréanka 13$

136

Marketing a obchod

Regions with the most frequent representation of contributions in each pillar

All pillars together

Central Bohemia & Prague, Liberec, Karlovy Vary

SOCIAL Central Bohemia & Prague, Karlovy Vary, Liberec
ENVIRONMENTAL Hradec Kralové, Liberec, South Bohemia
ECONOMIC Central Bohemia & Prague, Karlovy Vary, Usti nad Labem
PUBLIC AFFAIRS Karlovary Vary, Central Bohemia & Prague, Hradec Kralové

EDUCATION & SCIENCE

Plzen, Liberec, Central Bohemia & Prague

EUROPEAN & INTERNATIONAL

Central Bohemia & Prague, Olomouc, South Bohemia

SECURITY Central Bohemia & Prague, Karlovy Vary, Plzefi
ACCIDENTS Liberec, Karlovy Vary, Plzen

JUSTICE Hradec Kralové, Central Bohemia & Prague, Plzen
SPORT Liberec, Pardubice, Central Bohemia & Prague

The bolded regions in Tab. 6 are found in
top three regions in relation to a separate pillar,
but not in the full profile. The most frequent
bolded are Plzer and Hradec Kralové regions.
If we look in more detail at Tab. 6 we can notice
some interesting exceptions. For instance, South
Bohemia region significantly occur in environ-
mental and European & international pillars (atomic
power plant and disputes with neighbouring
Austria), Usti nad Labem region in economic
pillar (problems with the restructuring of heavy
industry), Olomouc region in European &
international pillar (historical city with the seat
of the Archdiocese of Moravia) and Pardubice
region in sport pillar (famous ice hockey club

Source: authors

with a new stadium, Velkd pardubicka
steeplechase).

c) Hypothesis H3: Independence between
region and pillar variables can be expected.

To evaluate hypothesis H3 the methods of
correspondence analysis will be used. In that
case we will work with absolute number of
contributions, so that we will not take into
account the size of the regions (per capita) or
other transformation of data as we did in our
previous analysis.

First of all we have to test the independence
between region and pillar variables, see Tab. 7.

Measures of dependence in contingency table

Value Asymptotic Significance
Pearson Chi-Square 3,602.409 0.000
Cramer’s V 0.086
N of valid cases 54,667

The significance of chi-square test is less
than 0.05, so that the dependence between
regions and pillars can be proved. In order to
present described dependence among
thematic pillars and regions graphically the
correspondence analysis consisting of 2
dimensions was used. The results of

Source: authors

correspondence analysis are presented as
a scatter biplot, see Fig. 6. For completeness of
our analysis we should add that the
correspondence analysis describes 69.3% of
relationships in the contingency table which is
higher value than on average.
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m Scatter biplot for both pillars and regions (NUTS Ill)
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When analysing Fig. 6 one can see some
clear relations among regions and pillars. Plzen
region is very tightly linked with education &
science and justice pillars thanks to the affair of
the Faculty of Law. Karlovy Vary region is
closely related to European & international and
social pillars due to the annually held
International Film Festival, famous spa as well
as large and economically powerful Russian-
speaking minority. Fig. 6 also confirms
specificity of Central Bohemia & Prague region
which does not neighbour with any other region
or pillar. Central Bohemia & Prague region is
the capital city region so that it is untypical in
the number of contributions per capita and
thematic structure. This region is located in the
middle right part of Fig. 6 that means the
greater amount of “long term issues” topics. On

Source: authors

the other hand Zlin region shows a very small
number of contributions per capita in most
pillars, making it uninteresting region for
journalists. Zlin region is situated in the middle
bottom of Fig. 6 and can be partly linked with
sport just due to the presence of many sport
clubs mainly in regional metropolis.

The next interesting information that can be
derived from the Fig. 6 is the relative proximity
of Moravian-Silesian and Usti NUTS Ill regions.
In both cases we are dealing with traditional
industrial regions that were compelled to
undergo rather painful transformation in recent
years and their socioeconomic characteristics
bear a great resemblance.

Proximity of certain regions and pillars
appears to be seemingly surprising; nearness
of Vysocina region and accidents pillar can be
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attributed to the presence of principal highway
in the country as well as to an army helicopter
accident in 2004 and another army aircraft
crash in 2010. The region itself is less populous
and moreover partly of rural character. In case
of South Moravian region and security pillar, the
explanation consists in serious affair of children
abuse within religious sect in 2007 and bribery
at the Brno city hall in 2010. However, we
should confess certain proximities like
Moravian-Silesian and Hradec Kralové regions
or South Bohemian and Pardubice regions can
be barely explained if we disregard
gatekeeping principles.

Conclusions

This paper confirms the importance of TV
contributions, which appear in national
broadcasting and are related to individual
regions within the country. Division of themes
into 10 pillars turned out to be very useful just
for the sake of further conceptualization of
regional media portrayals.

Correspondence analysis confirmed that
structure of contributions of both private TV
stations bears a certain resemblance, which is
palpable mainly in the concentration on
commercial or tabloid issues. Coverage of
private TV Nova and FTV Prima differs
significantly from that of public Czech TV, which
indeed deals with public affairs more intensely.
It should be also added public Czech TV
produces two different news programs with
relatively distinct profiles.

For the purposes of further analysis, unification
of Prague with surrounding Central Bohemia
proved to be useful. This newly created territorial
unit is in compliance with natural geographical
characteristics on the one hand and eliminates
the specific urban character of Prague — so
dissimilar with other NUTS Il regions — on the
other. In that way, the comparison of individual
regions has been facilitated.

Analysis of variance represented by non-
parametric Kruskal-Wallis test was used for the
verification of hypotheses H1 and H2. Hypo-
thesis H1 “The average number of contributions
in each thematic pillar is comparable within
individual regions” was rejected at 5% signi-
ficance level. The same, i.e. the rejection at 5%
significance level applies also to hypothesis H2
formulated as follows: “The representation of

contributions from a particular pillar is comparable
among regions”.

Hypothesis H3 was evaluated via application
of chi-square test and correspondence analysis.
The hypothesis, which sounds “Independence
between region and pillar variables can be
expected”, was rejected too. For instance,
Plzen region can be associated with education
& science or justice pillars, Vysocina with
accidents pillar or South Moravian region with
security pillar.

To sum it up, our paper revealed that media
landscape of the Czech Republic does not always
comply with genuine features of individual regions.
Editorial stereotypes manifest themselves
rather strongly and we are indeed entitled to
talk about importance of gatekeeping. And
since an amazingly small amount of research
has been done on the relation between media
and regions, both scholars and practitioners
face an indubitable challenge in their future
activities.
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MEDIA PORTRAYALS OF REGIONS IN THE CZECH REPUBLIC: SELECTED
ISSUES

Jan Suchacek, Petr Seda, Vaclav Friedrich, Jaroslav Koutsky

Amount of information provided by media is growing virtually every day. Surprisingly, attention
devoted to the spatial implications of media information is far from sufficient. Existing researches
bring ample evidence that TV coverage embodies media agenda in a satisfactory manner as it has
rather profound impact on the public on the one hand and is representative enough on the other.
Our paper deals with TV news reporting related to NUTS Il regions in the Czech Republic. The
main perspective adopted in this article is a qualitative one, which facilitates the evaluation of TV
news contents. We are deliberately focusing on national TV broadcasting, which is the most
influential one. Individual contributions we evaluate appeared in the framework of news reporting
in public Czech TV and private Nova and Prima. In spite of severe limitations in media data, our
paper covers the period between the years 2004 and 2011, which helps to underpin our
conclusions in a sufficient way. Contributions, which are related to individual NUTS Il regions and
resonate at the national level, constitute the focal point of our research. TV reflection of material
reality is of intangible character; nonetheless similarly to material categories, one can identify
spatial as well as thematic differentiation and even patterns also in the sphere of TV news
reporting. There are only little doubts that media landscape and closely associated mental maps
have been largely underestimated so far. Thus, these topics represent one of pivotal theoretical
and practical challenges in the field of spatial sciences, which holds true for post-transition country
even more.

Key Words: NUTS Il regions, Czech Republic, media, TV news reporting, analysis of
variance, correspondence analysis.
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PROCESNI MANAGEMENT VE VEREJNE

SPRAVE

Véaclav Repa

Vefejna sprava, e-government
a procesni fizeni

Béhem témér 20 let existence tohoto pfistupu
a zpusobu mysleni, se tzv. ,business procesy”
staly béZnou souc¢dasti manazerského slovniku.
Vyznam ,procesni orientace” trvale vzrdsta
i v oblasti, kde tento pfelomovy pfistup pu-
vodné vznikl: v oblasti aplikované informatiky.
Vyvoj zde stale vyraznéji ovliviiuje metodicky
pfistup tzv. ,Enterprise Architecture” a prave
tento pfistup posledni dobou silné konverguje
s mySlenkami procesni orientace, jez jsou dnes
jiz fakticky jeho integralni soucasti. Rovnéz
vyvoj informaénich technologii zjevné vstfe-
bava mysSlenky procesni orientace v podobé
technologii ,,workflow management’, ,integrac-
nich platforem" apod.

Pojmy ,procesni fizeni* a ,,Business Process
Reengineering” ve své podstaté v8ak zname-
naji mnohem vice, nez jak jsou bézné v mana-
zerské praxi pouzivany. Predev§im se jedna
o skute¢né paradigmaticky zlom v pojeti fizeni
organizace. Pravé komplexnost této paradig-
matické zmeény cini jeji uvedeni do praxe velmi
nesnadnym, dokonce spravné uchopeni a apli-
kace byt jen zakladni myslenky tohoto pfistupu
rozhodné neni trividlnim dkolem. Vzhledem
k vySe uvedenym skute¢nostem jsou pfipady
plnohodnotné aplikace myslenek procesniho
fizeni v praxi podnikového managementu velmi
vzécné. Vétsina realné uskuteénénych aplikaci
stavi na toliko okrajovych pfinosech tohoto pfi-
stupu, jako jsou: ¢astecné zlepSeni administra-
tivnich postupu, snizovani ¢asu, nakladd, ,,auto-
matizace” agend, atd., aniz by pfitom doSlo ke
skute€né zasadni zméné manazerskych postu-
pl. Zejména u veétSich organizaci také typicky
degeneruje plvodné progresivni snaha o apli-
kaci procesniho Fizeni do formalismu a ustrne
v podobé toliko deklarativniho procesniho

modelu, aniz by doSlo ke skute¢nym efektim
procesniho fizeni, jak pfesvéd¢ivé ukazuje pra-
zkum v [24].

Skute€nou podstatou mySlenky procesniho
fizeni je vSak pravé zasadni zména manazer-
skych postup, pravé ta mize prinést oprav-
du dramatické zlepSeni. Oblasti, kde to plati ve
zvySené mife, je vefejna sprava. Jakkoliv byva
vefejna sprava povazovana za tak zasadné
odliSnou, Ze v ni z principu neni mozno pouzit
manazerské praktiky z trznich firem, tento ¢la-
nek se pokousi ukazat, ze pravé procesni fizeni,
jako zplsob fizeni organizace, je ve vefejné
spravé nejen piné aplikovatelné, ale predevsim
navysost zadouci, byt ne snadné. Navic,
typicka organizace mistni vefejné spravy, na
niz je zaméfen vyzkumny program PARMA [20],
z néhoz tento ¢lanek Cerpa praktické zkuSe-
nosti, odpovida typickému stfednimu podniku
z kategorie SME, jak velikosti a sloZitosti, tak
i obsahem standardnich funkénich oblasti. To
zde umoznuje plné vyuzit veSkerého potencialu
poznani v oblasti Enterprise Architecture, coz je
dllezité zejména pro pozdéjsi fazi realizace
zmeény, jiz procesni fizeni pfinasi.

Klasikové myslenky procesniho fizeni M.
Hammer a J. Champy uvadéji v [8] dvé hlavni
charakteristiky, které by mély byt povazovany
za podstatu myslenky procesné orientovaného
managementu:
= Hlavnim rozhodujici ddvodem tohoto pfi-

stupu je potfeba uéinit organizaci dosta-

teéné pruznou, aby mohla operativné
ménit své chovani v zavislosti na zménach
okoli a okolnosti. Témito zménami se
rozumi nejen zmény zakaznickych prefe-
renci a potfeb, ale také zmény moznosti
jejich uspokojovani, jez obvykle nastavaji
rozvojem technologii.

= Hlavnim kritickym disledkem vysSe zminé-
ného hlavniho divodu, je pak zména ve
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zplisobu organizace z pfisné hierarchické

na sitovou, kolaborativni strukturu.

Az teprve poté, co je naplnén vySe uvedeny
primarni divod a organizace v dusledku toho
prejde z plvodné hierarchického na kolabora-
tivni model usporadani, mize byt povazovana
v pravém slova smyslu za ,procesné fizenou“.

Gary L. Neilson, Bruce A. Pasternack
a Albert J. Viscio, vicepresidenti organizace
Booz-Allen Hamilton [14] o své firmé, proslé
Uspésnym reengineeringem, hovofi jako o ,e-
organizaci“. Rozeznavaji sedm zé&kladnich
dimenzi, v nichZ se ,e-organizace” vyrazné lisi
od organizace tradi¢né vedeného, hierarchicky
organizovaného podniku. Téchto sedm dimenzi
ukazuje na oblasti Zivota kazdého podniku,
v nichz je vliv reengineeringu nejmarkantng;si.

Jednotlivé rozdily mezi ,klasicky vedenou”
a ,procesné / znalostné vedenou“ organizaci

EM 04 14 zlom 1.12.2014 11:13 Stréanka 14$

presné ilustruji zakladni typické dopady reengi-
neeringu do Zivota organizace. Podrobngjsi
komentar jednotlivych polozek tabulky a dalsi
rozvedeni téchto mySlenek Ize nalézt v [21].
Souhrnné fe¢eno je porovnani vlastnosti obou
pfistupl k fizeni organizace v Tab. 1 dobrou
ilustraci toho, jak dramatickou zménu ve vSech
oblastech Zivota organizace procesni pfistup
pfindsi. Zadna z oblasti Zivota organizace
nezlistane zménou netknuta, uSetfena vpravdé
diametralnich zmén oproti tradi¢nimu pojeti.
Pfitom nejde jen o technické, formalni a jasné
viditelné zaleZitosti, jako je organizaéni struk-
tura, systém pravomoci a odpovédnosti, vztahy
s kooperanty apod., ale také (a dokonce prede-
vS§im) o tak abstrakini a tézko uchopitelné
aspekty, jako jsou znalosti ¢i dokonce mentalni
vlastnosti a postoje zaméstnancu.

1 HS Sedm dimenzi procesné fizené organizace

tradicni organizace

,,€-organizace”

Hierarchicka
Ptikaz - kontrola

Organizacni struktura

Necentricka, sitova
Pruznd, snadno zménitelna struktura

Veleni Zaméfené dovnitf organizace Vnitfni i vnéjsi zaméfeni
Shora-dold, hierarchické Distribuované — sitové
Vidcovstvi Vldcem je nadfizeny Vidcem je kdokoliv

Vidcové uréuji agendu
Vidcové vyvolavaji zménu

Vidcové vytvareji prostfedi pro tUspéch
Vidcové vytvareji kapacity pro zménu

Lidé a kultura Dlouhodobé odmény

Vertikalni rozhodovani

Odmeénovani jednotlivell a malych tymd

Mentalita ,vlastnim svou kariéru“
Delegace rozhodovaci pravomoci
Ocekavana a odménovana spoluprace

Znalost Zaméfena na vnitfni procesy Zaméfena na zakazniky
Individudlni vlastnost Vlastnost organizace
Soudrznost ,zadratovana“ v procesech Vize vloZena v jednotliveich
Interni soudrZnost firmy Uginek promitnut mimo firmu
Spojenectvi Doplfiuje / zvyraziiuje propasti Vytvafeni nové hodnoty a vytésiovani
Spojovani s externimi partnery (outsourcing) konkurenéné slabych sluzeb
Spojovani s konkurenty, zakazniky
a dodavateli
Zdroj: [14]
VySe ilustrovana komplexnost zmeény realizaci zapo¢ne dali obdobi zrani ke zméné

v dusledku aplikace procesniho stylu fizeni
organizace je mimo jiné divodem k tomu, ze
samotné provedeni takové zmény je zalezitosti
velmi obtiznou a v podstaté dlouhodobou.
Jedna se o evoluéni proces postupného dozra-
vani organizace ke zmeéné, jejiz naslednou

nasledné. Toto poznani nutnosti evolu¢niho
pojeti zmeény, jez do oblasti procesniho fizeni
prvné pfinesla prace T. Davenporta [3] a stalo
se také zakladem k pozdéjSimu vzniku slav-
ného zralostniho modelu CMM [2], vedlo
pozdéji az k vrcholné praci ,otce procesniho
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fizeni“ M. Hammera, v niz mistrné analyzuje
zakladni atributy a zakonitosti vyvoje organi-
zace vlivem procesnich zmén [7]. Téma zra-
lostnich modell organizace je v kontextu pro-
cesniho fizeni sice kriticky dulezité, podrobnéjsi
vhled do této problematiky by vSak jiz prekrocil
rozmér tohoto ¢lanku. Pro vyCerpavajici ana-
lyzu a srovnani jednotlivych souéasnych pfi-
stupll k modeldm zralosti viz [23].

Efektivnost, jakoz i efektivita vefejné spravy
vzdy byly a stéle jsou horkymi tématy politik.
Zdé& se az, Ze to, ¢emu se obcas fika ,Cerna dira
pro verejné finance” je dokonce pfirozenou,
snad i objektivni a tudiz nezménitelnou vlast-
nosti této oblasti. Technologicky rozvoj para-
doxné dokonce situaci jesté zhorSuje, zcela
bézné jsme svédky situaci, kdy aplikace tzv. e-
governmentu vede k velkym vefejnym investi-
cim bez adekvatniho efektu, ktery by tyto inves-
tice mohl ospravedinit. Priklady prokazatelné
efektivnosti takovych investic prakticky neexis-
tuji a jejich ospravedinéni je vétsinou posta-
veno na abstraktnich argumentech o nutnosti
vyhovét pozadavku technického pokroku, &i
smérnicim Evropské unie apod.

VySe uvedené problémy jsou vSak pfede-
v§im velkou vyzvou pro oblast teorie manage-
mentu. Je zfejmé, Ze problém ma své kofeny
nikoliv v infrastruktufe (IT), ale v samotném
obsahu, zplsobu Fizeni. V materialu OECD
[15] je e-government definovan jako: ,vyuzivani
informacnich a komunikaénich technologii jako
nastroje k dosazeni lepsi spravy“. Dopad apli-
sté lepsi vlada — ,e-government is more about
the government than about ,e* [15]. Jakmile
vSak pfijmeme tuto myslenku, musime si odpo-
védét na logicky navazujici otazky:
= jaké Ze to zmény v Cinnostech vefejné spravy

a jejich organizaci by ,e-government* mél

pfinést, aby bylo ,dosazeno lepsi spravy“?
= A jak tyto zmény realizovat?

Podstata téchto otdzek je stejna jako v pfi-
padé procesniho fizeni a re-engineeringu
u trzné orientovanych firem, tak, jak to definuiji
Hammer a Champy v [8]. Jde o to, jak vyuzit
technologii k tomu, aby byla organizace vefejné
spravy natolik pruzna, aby mohla ménit své
vnitini chovéani v zavislosti na zménach ve
svém okoli a neustale se ménici technologické
moznosti tak vyuzivat optimalné. Zda se tedy,
Ze k dosazeni potfebného uc¢inku a vpravdé
smyslu e-governmentu, jak je definuje OECD
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v [15], je tfeba predevsim aplikovat v oblasti
verfejné spravy myslenky a principy procesné
orientovaného fizeni.

Oproti trzné orientovanym podnikim pfi-
nasi aplikace obecnych principl fizeni organi-
zace ve verejné spravé radoveé vétsi problémy.
Hlavni pfi¢inou je zejména neexistence trznich
mechanismu, jez by se samoziejmosti, sobé
vlastni, nade v§i pochybnost vymezovaly smys-
luplnost a ukazovaly efektivnost veskerého
¢inéni, coz vede pfi aplikaci téchto principl ve
vefejné spravé k nutnosti zna¢nych abstrakci.
V oblasti verfejné spravy neni snadné odpové-
dét byt na zcela zakladni a v trznim prostfedi
zcela trividni otazky, jako: ,Kdo je zakazni-
kem?“, nebo ,,Co je zadjmem zakaznika?“. Prob-
Iémy s aplikaci obecnych manazerskych praktik
v oblasti vefejné spravy se pak rfadové silngji
projevi v souvislosti s aplikaci procesniho Fizeni
a reengineeringu. Tyto problémy se projevuji
primarné pfi identifikaci kliC¢ovych procesu.

Vys$e nastinénou zménu v organizaci
v disledku posunu od tradiéniho k procesné
orientovanému stylu fizeni Ize chapat jako ana-
logii pfechodu z ,totalitni na ,demokraticky“ mo-
del Zivota komunity. V pfipadé verejné spravy
tato analogie neni daleko od skute¢ného stavu.
Tradiéni pojeti vefejné spravy je zalozeno na
principialni podfizenosti mistni spravy na stat-
nich strukturach. V soucasnosti je vSak charak-
teristicky stale vétsi odklon od tohoto hierar-
chického pojeti vefejné spravy smérem k modelu
kolaborativnimu, roste tlak na vétsi samostat-
nost a potazmo odpovédnost mistnich struktur
na ukor struktur centralnich, na principu tzv.
LSubsidiarity”, jak se stalo zvykem tento trend
nazyvat v Evropské unii. Cinnosti vefejné spravy
jsou stéle vice a vice vnimany jako sluzba
vefejnosti, spiSe nez ,pfikazy vladcd“ [5], [18].
Spolu s témito zmé&nami se ovdem také pfiro-
zené zvySuje odpovédnost vefejnosti za dalsi
rozvoj socialniho a politického systému. Tyto
zmény jsou tudiz pfirozené doprovazeny kon-
krétnimi problémy a konflikty, které je zpétné
¢ini aktualnimi a jejich feSeni nutnym. Je
ziejmé, ze vsSechny tyto problémy jsou vza-
jemné Uzce provazany, ze systém se méni jako
celek, ze nové paradigma pfichazi [13].

1. Moznosti aplikace procesniho
fizeni ve vefejné sprave

Pro aplikaci procesniho fizeni v organizaci je

vzdy tfeba nejprve ujasnit tzv. primarni funkci
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organizace, tedy zakladni strategické hodnoty,
které ma organizace vytvaret a které vpravde
uréuji smysl jeji existence. Z primarni funkce
pak budou odvozeny veskeré nasledné, pod-
purné interni struktury — infrastruktury organi-
zace. Primarni funkci kazdé organizace je
dosahovani cild, jez lezi v prostiedi, v némz
tato organizace existuje, tedy mimo tuto
organizaci. Jinak fe€eno, smysl organizace je
dan tim a jenom tim, co poskytuje svému okoli,
systému. Za to v trznim systému dostava zapla-
ceno, coz jediné ji umozfuje existovat dal.
Néco podobného ovSem musi platit i v prostie-
dich netrznich, aby tato davala obecny smysl,
napfiklad ve vefejné spravé. | zde musi byt
smysluplnost kazdé organizace (zde ufadu)
pfimo zavisla na obecné potfebé sluzeb, jez
systému — prostredi tato organizace poskytuje.
U trznich organizaci je universalnim pfedstavite-
lem cile primarni funkce zakaznik. Pro dusledné
zohlednovani role zédkaznika, jako predstavitele
zakladniho cile a ddvodu veskerého konani
organizace, je za jednu ze zékladnich charakte-
ristik tohoto pfistupu k Fizeni organizace prohla-

Sovana tzv. ,zakaznicka orientace“.

Aby organizace mohla naplfovat svou pri-
marni funkci, musi konat. Obecnou abstrakci
veskerého konani organizace je soustava jejich
podnikovych procestl. Procesy, odvozené
pfimo od primarni funkce, pak jsou vpravdée
esenci fungovani organizace.

Na zékladé dlouholetych zkuSenosti z pro-
jektd programu PARMA (Public Administration
Reference Model & Architecture) [20], jenz se
zabyva aplikaci principl procesniho Ffizeni
v oblasti vefejné spravy, pfesnéji samospravy,
povazujeme za hlavni kritické faktory Uspéchu
aplikace myslenek procesniho fizeni ve verejné
sprévé nasleduijici skute¢nosti:

1. Primarni funkce vefejné spravy (tedy
hlavni ,strategické” cile cinnosti vefejné
spravy) je velmi abstraktni zalezitosti. Jak
velkd je zde potfebnd mira abstrakce,
dobfe ilustruji nésledujicich typové otézky,
které musi byt pro identifikaci primarni
funkce bezpodminecné zodpovézeny:

»  Kdo je ,zdkaznikem“ sluZeb verejné
spravy? Jednoducha odpovéd, jez se
zde primarné nabizi, zni: ob&an. To
vSak neunosné redukuje skute¢nou
mnozinu aktérd vefejné spravy, z nichz
kazdého jednoho je nutno ve specific-
kém smyslu povazovat za zakaznika

vefejnych sluzeb, protoze kazdy
z téchto aktérll ma vliv na rozvoj spo-
le€nosti a je s nim tudiz nutna pfislusna
komunikace. Patfi sem, kromé béznych
obc¢anu, také obec sama (jejiz vUli pred-
stavuje zastupitelstvo v roli ,kolektiv-
niho individua“ pro rozhodovani obec-
nich otazek), podnikatelé a firmy,
pUsobici v dané obci a nejrliznéjsi formy
dalSich ,aktérd“ v oblasti komunitniho
zivota, jako jsou nevladni organizace,
obcanské spolky apod.

m  Jaké jsou zakladni potreby ,zakazniki“
v oblasti verejné spravy? Zakladni
potfeby aktérl obecniho zivota nelze
odvodit z legislativy, ani z popisu prace
Urednikd, jak byva ¢asto, ze strany odpo-
védnych pfislusnik(l vefejné spravy, uva-
Zovéno. Casto v této oblasti existuje vice
vzajemné rozpornych ,potfeb*.

m  Jak se tyto ,potfeby zakazniki“ proje-
vuji? Mnohé potfeby nejsou vyjadreny
ve formé ,pozadavkid”, k jejich zjisténi je
nutno, systematicky analyzovat rlizné
faktory situace. A ¢asto je k tomu také
nutnd presna znalost obecného kon-
textu dané situace.

Oblast vefejné spravy je silné svézana

pravnimi predpisy. Legislativa, jako typicky

artefakt, uméle vytvorené lidské dilo, z prin-
cipu neni dokonald, uplna, ani vnitfné kon-
sistentni. Odrazi nazory svych tvircl a stav
poznani v dobé svého vzniku, v principu
nemuze byt zarukou objektivni, na lidské
vUli a moznostech nezavislé, pravdy. Navic
mechanismus, jimz vefejnospravni legisla-
tiva vznikd a jenz odrazi chvalyhodnou
snahu zohlednit vSechny zainteresované stra-
ny, z téhoz davodu zcela pfirozené vede ke
vnitinim nekonsistencim vytvareného pro-
duktu (legislativy). K eliminaci téchto pfiro-
zenych nekonsistenci obecné existuji
pravni a legislativni néstroje pro postupné
Jadéni“ existujicich pfedpisi na zékladé
objevovani vnitfnich rozpord a nekonsi-
stenci jejich pouzivanim v praxi. Problém
vSak je, ze legislativa je ve vefejné spravé
tradiéné povazovana za zaklad veSkerého
¢inéni, prakticky za nahradu primarni funkce.

Za smysl prace Ufednika se, namisto napl-

novani primarni funkce verejné spravy co

nejefektivnéjSim zplsobem, tradiéné pova-
zuje ,vykonavat ¢innosti dle zakona“, coz
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dopfedu vylu€uje jakoukoliv odchylku od
legislativou stanovenych ¢innosti. Tato sku-
te€nost €ini tolik potfebnou analyzu kofenud
strategickych hodnot v této oblasti velmi
obtiznou, zvlasté kdyz vezmeme v Uvahu
pfirozeny odpor proti zménam. Jakékoliv
navrhy zmeén pouzivané praxe, byt v duchu
smysluplného ,zrani“ legislativy, tak byvaji
ve verejné spravé typicky povazovany za
nezakonné a tudiz nezadouci jednani. Cim
vétsi diraz je ve verfejné spravé na legisla-
tivni ukotveni ¢innosti, tim vétsi jsou sta-
vény bariéry potfebnym zménam.

3. Dusledkem obou pfedchazejicich faktort je
skuteCnost, Ze nejsou vSeobecné pfijaty
a sdileny zakladni strategické hodnoty ko-
munity a Ze existuji silné mentaini a legis-
lativni prfekazky, které musi byt pfi analyze
primarni funkce vefejné spravy pfekonany.

Pfitom definice primarni funkce — jaké jsou
hlavni strategické cile €innosti vefejné
spravy — je, jak ukazuje uvodni kapitola tohoto
¢lanku, zasadni podminkou zmény koncepce
fizeni z tradi¢niho na procesné orientované.
Prvofadym ukolem pfi aplikaci myslenek pro-
cesniho fizeni v oblasti vefejné spravy je tedy
definice jeji primarni funkce. Definice zaklad-
nich principtl pro identifikaci primarni funkce
verejné spravy byla primarnim problémem
k feSeni ve vyzkumném programu PARMA,
popisovaném v nasleduijici kapitole.

2. Metody, principy a vystu
progra¥nﬂ PAHDI\XA ySIpY

Tato kapitola popisuje metodické principy programu
PARMA (Public Administration Reference Model
& Architecture) [20], zminéném jiz v pfedchozi
kapitole. Globalnim cilem programu PARMA je
rozvoj obecného referenéniho modelu pro-
cesu a objektl v oblasti vefejné spravy neboli
obsahové architektury verejné spravy.

Program sestava z fady navazujicich pro-
jektd, tzv. etap programu. Projekt kazdé etapy
ma planovany specifické cile, jimiz navazuje na
etapy prfedchozi ve smyslu smérovani k zaklad-
nimu Gc€elu programu — rozvoji modelu obsa-
hové architektury vefejné spravy. Soucasti
ukonceni kazdé etapy je retrospekce ziskanych
znalosti a naplanovani dal$iho postupu. Pro-
gram je tak kazdou svou etapou upfesfiovan co
do detailll dalsiho postupu s tim, ze zakladni
Ucel zUstava neménny.
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Globalni metodicky postup vyvoje modelu
architektury v programu PARMA sestava
z kroku:

1. Analyza stavu c¢innosti vefejné spravy
a zakladnich pracovnich postupd. V ramci
této faze programu, trvajici ¢tyfi prvni etapy,
byly analyzovany zakladni ¢inosti typového
Ufadu tzv. lIl. typu (tj. obce okresniho for-
matu, obsahové srovnatelné s méstskou ¢asti
statutarniho meésta). Byly identifikovany
zakladni logické Fetézce €innosti — zarodky
budoucich procesu a zakladni tzv. procesni
oblasti, zprvu vychézejici z jednotlivych agend
a potazmo i organizaéni struktury Gradu.

2. Analyza zakladnich strategickych hodnot
samospravy, sestavajici z paralelnich kroku:
= analyza kritickych faktord cinnosti

samospravy s pouzitim techniky SWOT
(Strengths, Weaknesses, Opportuni-
ties, Threats), jako zdroje zakladnich
strategickych hodnot;

= navrh soustavy zakladnich strategic-

kych hodnot a cili samospravy na
bazi zjisténych kritickych faktord, pro-
cesnich oblasti a €innosti z kroku 1
a strukturované predstavy zakladnich
zdroju zivotnich udalosti, jak vlastni, tak
ziskanou studiem relevantnich zdrojl
(napf. a zejména [10]).

Vystupem tohoto kroku je model zékladnich

strategickych hodnot samospravy a jejich

vzajemnych vztahd, v programu nazvany

LStrategie samospravy*.

3. Analyza hlavnich objektli samospravy
s pouzitim techniky konceptualniho modelo-
vani a souvisejicich analytickych technik.
Vystupy tohoto kroku jsou:
= globalni konceptualni model samos-

pravy obce, jako jedna ze dvou hlav-
nich slozek globalniho modelu samos-
pravy (,ontologie samospravy");

= model zZivotnich cykli kliéovych ob-

jektl, jako dulezité vychodisko nasledné
verifikace obsahu navrhovanych pro-
cesl z hlediska obecnych regulagnich
pravidel (tzv. ,business rules®).

4. Navrh a analyza klicovych procesi na
zakladé zakladnich strategickych hodnot
z kroku 2 a jednotlivych odpovidajicich zi-
votnich udalosti a jejich kontextu z kroku 3.
Zjisténé zékladni klicové procesy jsou dale
analyzovany technikou normalizace pro-
cesU z metodiky MMABP (viz [21], [19])
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a zjisténé podplrné procesy pak dale

zobecriovany do podoby tzv. ,prifezovych

procesu“ a mapovany na relevantni techno-
logie a standardy (napf. na typovou funké-
nost agendovych informacnich systéma —

ERP apod.). Podpurné procesy tak maji roli

mist pfirozeného zapojeni technologické

podpory do procesi samospravy a také
identifikacnich mist vhodného outsourcingu
¢innosti. Kli¢ovym procestim pak v cilovém
modelu nalezi role modelu obsahové inte-
grace infrastruktur (informaéniho a organi-
zacniho systému) a jsou tak zakladem

k obsahové (funkcni) architekture tzv. eGo-

vernmentu.

Cely postup je iterativni, kroky se v prabé&hu
jednotlivych projektd opakuji a navazuji na
sebe s cilem zapracovat nové zjisténa fakta
z pfedchozich kroku.

Kromé& vySe zminéného hlavniho cilového
vystupu — obecného referenéniho modelu pro-
cesUl a objektl — ma program také fadu neméné
dulezitych diléich a podpurnych vystupd, z nichz
zasluhuje pozornost pfedevsim zde popisovana
metodika, zahrnujici 4 zakladni, vzajemné pro-
vazané principy a v ramci kazdého z nich speci-
fické metody, postupy a techniky.

Jak bylo jiz zminéno vySe, primarnim pro-
blémem k feSeni, na némz zavisel cely dalsi
postup programu PARMA, byla definice zaklad-
nich principl pro identifikaci primarni funkce
vefejné spravy. Béhem prvnich nékolika etap
byly ujasnény nasledujici Ctyfi zakladni meto-
dické principy:
= 3 zakladni oblasti Zivota komunity, jako

zdroje zivotnich udalosti (a potazmo strate-

gickych hodnot a procesu vefejné spravy —
viz posledni princip nize):

— fyzické prostiedi,

— socialni prostreni,

— podnikatelské prostredi.
= Zivotni udalosti jako soubor zékladnich

podnétl kliovych proces(.
=  Maslowova hierarchie lidskych potieb

jako obecny zdroj zivotnich udalosti.
= Zivotni cykly klicovych objektt jako
obecny kontext Zivotnich udalosti.

Tyto Ctyfi principy ve vzajemné soucinnosti
tvofi v pouZité metodice techniku pro odhalovani
vSech podstatnych faktorll vefejné spravy,
které nésledné umoznuji formulaci zakladnich
klicovych procesll a vSechny ostatni nasledné
akce, nutné k realizaci procesni orientace v této
oblasti. Podobné jako hlavni produkt programu
— refernéni model, tak i metodika se jednotlivymi
etapovymi projekty postupné ovéfuje a vyviji
zohledhovanim nové zjisténych faktl a zkuse-
nosti, jakoz i vysledky ovéfeni v praktickych apli-
kacich u jednotlivych partnerd programu.

V nasledujicim textu je kazdému jednomu
vyse uvedenému principu vénovana samo-
statnd subkapitola. Tam, kde je to relevantni,
vzdy néasleduji po podrobnéjsim vysvétleni prin-
cipu ukazky konkrétnich vystupl pouziti
daného principu v programu PARMA. Pro cel-
kovy prehled vystupll tohoto rozsahlého pro-
gramu, pfesahujicich rozmér tohoto €lanku, viz
jeho portal ([20]).

2.1 Tri zakladni oblasti Zivotnich
udalosti, strategickych hodnot
a procesu verejne spravy

Jak je zminéno vyse, tfemi zakladnimi oblastmi,

které jsou zdrojem kli€ovych Zivotnich udalosti

v oblasti samospravy jsou (viz Obrazek 1):

= Fyzické prostiedi, které predstavuje pfi-
rodni a dalSi fyzické hodnoty daného Uzemi.
Je tvofeno pfirodnimi a fyzickymi vlast-
nostmi Uzemi, jako jsou suroviny, pfiroda
a jeji hodnoty pro rekreaci a cestovni ruch,
a také infrastruktura a dalsi hodnoty fyzic-
kého prostredi, jez jsou dllezité pro lidi i pro
jejich podnikani.

m  Socialni prostiedi sestavajici z lidi a jejich
osobnich, kulturnich a socialnich hodnot.
Socialni prostfedi zahrnuje nejen jednotlivé
osobnostni charakteristiky lidi, ale i globalni
atributy spole¢nosti samotné, ¢asto nazy-
vané ,kulturou“ spole¢nosti.

= Podnikatelské prostredi, véetné organi-
za€nich a kulturnich hodnot, potfebnych pro
realizaci pfilezitosti. Tato oblast zahrnuje
vS8echny podnikatelské subjekty: podniky,
podnikatele a jejich kvalitu, zaméstnance
a jejich kvalifikaci, a k tomu také ovSem pfi-
sludnou legislativu a kvalitu sluzeb vefejné
spravy na podporu podnikani.
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m Tri zakladni zdrojové oblasti zivotnich udalosti

Fyzické
prostiedf

Pfirodnf a dalsi
fyzické hodnoty
azemi

Fyzické
zdroje

Finanéni
podpora

Podminky rozvoje

Prostredi
pro Zivot

Zzivotniho prostiedi

Prostiedi
pro spokojeny
a hodnotny Zivot

Podminky zaméstnanosti

Organizaéni a kulturni hodnoty,
nutné pro vyuziti piilezitosti
k realizaci hodnot

Podnikatelské
prostredi

Socialni
prostiedf

Lidé a jejich
osobni, kulturni
a socialni hodnoty

Lidské
zdroje

Finanéni
podpora

Obrazek 1 ukazuje také dvoustranné pri-
niky jednotlivych zdrojovych oblasti a identifi-
kuje zékladni smysl prvkd jedné oblasti pro
oblast druhou:
= Fyzické prostfedi nabizi pfedevsSim zivotni

prostfedi pro lidi, coz je jeho hlavni vyznam

pro spolec¢nost (socialni prostredi).

= Kvalita lidi, jakoz i samotné spole¢nosti,
spolu se zakladnimi kulturnimi hodnotami,
jsou dllezitym zékladem pro péci o zivotni
prostfedi a jeho rozvoji — to je hlavni hod-
nota socialniho prostfedi z hlediska fyzic-
kého prostredi.

= Fyzické prostfedi podporuje podnikatelské
prostfedi fyzickymi zdroji: tzemim a jeho
vlastnostmi (pfirodnimi zdroji a dalSimi
vlastnostmi daného Uzemi, vyuzitelnymi

k podnikani), jakoz i vybavenim, infrastruk-

turou, apod.
= Socialni prostfedi podporuje podnikatelské

prostredi lidskymi zdroji: lidmi, jejich kvalifi-

kaci, tvofivosti, socialnimi vlastnostmi atd.
= Podnikatelské prostiedi podporuje jak

fyzické, tak socialni prostfedi finanéné.

Kromé toho dodava socidlnimu prostredi

dulezity potencial zaméstnanosti, jako dlle-

Zity nastroj k zajisténi harmonického sociél-

niho rozvoje. Fyzickému prostfedi pak dava

Zdroj: [20]

potencidl vyvoje ve formé nabidky pfislus-

nych potfebnych sluzeb.

Na obrazku je rovnéz vidét, jak jsou
vSechny tfi zakladni oblasti Uzce provazany,
kazda jedna s obéma ostatnimi tak, ze kazda
typova zivotni udalost, pochazejici z urdité
oblasti, ma své dusledky ve vSech ostatnich
oblastech. Spole¢ny prusecik vSech tfi oblasti
pak predstavuje globalni strategickou hodnotu
spole¢nosti: prostfedi pro spokojeny a hod-
notny Zivot.

Odpovidajici vystupy programu PARMA

Na zakladé tohoto modelu zakladnich oblasti
zivota spole€nosti (komunity) byly identifiko-
vany 3 zékladni oblasti strategickych hodnot
a cild zemni verejné spravy (samospravy):

= podpora podnikani,

= socialni rozvoj,

= (zemni rozvoj.

Z téchto tfi strategickych oblasti plsobeni
vefejné spravy pochazeji zakladni identifiko-
vané klicové procesy, které tvofi zaklad celé
procesni mapy vefejné spravy. Z nich jsou pak
odvozovany, analyzovany a zobecrnovany
nutné podpurné procesy, jejich vazby na kli-
¢ové procesy a mezi sebou. Z téchto mezipro-
cesnich vazeb jsou néasledné odvozovany
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jednotlivé potfebné sluzby, jeZ jsou posléze
pouzity jako racionalni zaklad ke standardizaci
sluzeb, ktera je nezbytnym prvnim krokem
k vyuziti technologie. A teprve v tomto bodé se
dostavame k oblasti e-Governmentu, teprve
zde zacind byt mozné objektivné uvazovat smy-
sluplnou podporu ¢innosti verejné spravy pro-
stfedky informaénich technologii. Pro ilustraci

konkrétniho procesniho obsahu jednotlivych
oblasti nasleduje pro kazdou jednu oblast pfi-
klad jednoho representativniho kli¢ového pro-
cesu se struénym vysvétlenim jeho smyslu.

Tabulka 2 popisuje zakladni nalezitosti jed-
noho z kli¢ovych procesu oblasti podpory pod-
nikani: Pomoc s realizaci podnikatelského
zameéru.

Priklad klicového procesu oblasti Podnikatelské prostiedi

Nazev procesu

Pomoc s realizaci podnikatelského zaméru

Zékaznik procesu Podnikatel

Cil / ucel procesu

Pomoci podnikateli realizovat podnikatelsky zamér, a to tak, aby jeho uskuteCnéni bylo
v souladu se strategickymi a jinymi zajmy obce s cilem dosazeni harmonie v zajmech
podnikatele a obce na principu win-win.

Cilovy produkt

Uspésné realizovany podnikatelsky zamér

Startovni Zivotni udalost Podnikatelsky zamér

Proces je startovan na zékladé vzniku pod-
nikatelského zaméru. M4 za cil poskytnout pod-
nikateli maximalni souc¢innost pfi realizaci jeho
zameéru a soucasné zajistit soulad se strategic-
kymi a jinymi zajmy obce, any byl realizovan
princip oboustranné vyhodnosti (win-win).
Zasadou win-win zde rozumime zakladni prin-
cip obecné dobrého obchodu: dosazeni situ-
ace, ktera je vyhodné pro obé strany, podnika-
tele i obec. Jadrem tohoto procesu je tedy
predevsim dukladna analyza zajmu obou stran
a nasledna modifikace zdméru s cilem je jednak
uvést do vzajemného souladu (fj. eliminovat
mozné negativni vlivy planovaného podnikani
na zajmy obce a zajml obce na planované pod-
nikani), jednak dosahnout synergického efektu
(tj. ziskat pfidanou hodnotu nad ramec samot-
ného zaméru). Pfidana hodnota, o niz tento pro-
ces usiluje, pochazi ze souladu vzajemnych
zajmU podnikatele a obce. Z tohoto dlvodu také
nazyvame tento proces ,pomoci s realizaci®,
zdUraznujice tim aktivni roli vefejné spravy
a nutny jeji pozitivni pfistup k této véci, coz v tra-
diénim pfistupu verejné spravy neni obvyklé.

Tabulka 3 popisuje zakladni nalezitosti jed-
noho z kli¢ovych procest oblasti socialniho roz-
voje: Reseni sociglniho incidentu.

Zdroj: [20]

Pfiklad klié¢ového procesu
oblasti Socialni prostredi

Nazev procesu

Reseni socialniho incidentu
Obgan

Pomoci ob&anovi vyresit problematickou
socialni situaci (tzv. socialni incident),
v niz se ocitl, a to tak, aby byly maxi-
malné eliminovdny mozné negativni
dusledky tohoto incidentu jak pro obéa-
na samotného, tak pro sociélni prostredi
obce.

Zékaznik procesu

Cil / Ucel procesu

Cilovy produkt | Uspésné vyfeseny sociélni incident

Startovni Zivotni
udalost

Socidlni incident / problém

Zdroj: [20]

Jedna se o obecny — genericky business
proces zahrnujici mnoho konkrétnich variant
podle rGznych moznych typG socialniho inci-
dentu. Jednotlivé varianty tohoto procesu se lisi
v detailech postupu, odpovidajicich specifikiim
feSeni jednotlivych typl incidentu, genericky
proces pak vyjadfuje spole¢né schema, spo-
le€né ¢&asti jejich postupu a spoleéné akce
(resp. potifebu podplrnych procesu).
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Priklady jednotlivych typl socialnich inci-
dentl jsou hmotna nouze, drogové ohroZeni
v rodiné, ztrata zaméstnani apod. Z uvedenych
pfikladl je zfejmé, ze jednotlivé druhy social-
nich incidentd vyzaduiji rizné postupy reseni, lisi
se také v jednotlivych ucastnicich, souvislostech
s jinymi oblastmi a moznymi udalostmi, maji roz-
dilné metriky hodnoceni Uspésnosti apod. Sou-
Casné je z pfikladu zjevna i vzadjemna provaza-
nost jednotlivych incidentd, jez je viditelna
(a feSena) na urovni generické podoby procesu.
Napfiklad ztrata zaméstnani maze vést (a bez
aktivni pomoci ¢asto vede) ke hmotné nouzi, jez
miZe Uzce souviset s naslednym drogovym
ohrozenim v rodiné. Tato souvislost vSak neni
jista, zélezi na okolnostech a mezi nimi zejména
na konani verejné spravy, jejimz pfi¢inénim
mohou byt mnohé negativni dusledky téchto
souvislosti preventivné eliminovany. K tomu je
ovSem dulezita komplexni pfedstava o zivotnich
situacich a jejich souvislostech, a to jak v obec-
ném smyslu (z Zivotnich cyklt objektl), tak ve
specifickém smyslu jejich mozného ovlivnéni
prostfednictvim procesl. JednoduSe feceno je
hlavni hodnotou, kterou procesné Fizena
vefejné sprava v socialni oblasti pfinasi, prede-
v8im moznost ne¢ekat pasivné az na negativni
dusledky zfetézenych udalosti, ale G¢inné jim
pfedchazet. Tento proces je toliko jednim z kli-
¢ovych procesu oblasti Socialniho prostredi, jez
zahrnuje, mimo jiné i napfiklad celou oblast
socialni prevence. Pravé v pojeti prevence
v socialni oblasti se také vyrazné projevuje vyse
zminénd zralost systému verejné spravy.

Tabulka 4 popisuje zakladni nalezitosti jed-
noho z kli¢ovych procesu oblasti tzemniho roz-
voje: Zména tzemniho planu.

Zména Uzemniho planu je tradiéni, dobre
znamy a dukladné popsany proces samospravy.
Jeho obsah i zna¢na &ast struktury plyne pfede-
vS§im ze stavebniho zakona, kde jsou dosti
podrobné popisovany detaily a hlavni omezeni
tohoto procesu. Smyslem popisu tohoto procesu
v ramci procesni specifikace samospravy je,
kromeé dodrzeni predepsaného Urfedniho postupu
a vSech stanovenych omezeni, predevsim
zohlednéni v§ech navazujicich zivotnich udalosti
a prafezovych souvislosti s ostatnimi oblastmi —
socialni i fyzickou. Pravé mnozstvi a slozitost
vztahU s jinymi oblastmi, jejichz domysleni je pfi
intuitivnim postupu velmi komplikované a nejisté,
byva €astou pfi€inou chyb a z toho plynoucich
naslednych incidentl v oblasti Uzemniho rozvoje.

EM 04 14 zlom 1.12.2014 11:13 Stréanka 14$

Information Management

Priklad klicového procesu
oblasti Fyzické prostiedi

Nazev procesu

Zména Uzemniho planu

Zakaznik procesu| Obec (komunita)

Cil / Gcel procesu| Vytvofit novou verzi Gzemniho planu
obce, ktera vyhovi strategickému zaméru
rozvoje Uzemi obce a soucasné zohledni
pozadavky vSech individuélnich Gcast-
nikl — Zadateld.

Cilovy produkt | Nova platné verze Uzemniho planu

Startovni Zivotni
udalost

Nastal termin pravidelné aktualizace

Uzemniho planu (periodicka udalost)

nebo

Bylo napinéno kritické mnoZstvi pozadav-

ki na zménu Uzemniho planu (ad hoc

udalost)

anebo

Mimoradna udalost, nutné vyzadujici zmé-

nu Uzemniho planu (ad hoc udalost)
Zdroj: [20]

2.2 Zivotni udalosti
Zakladni prvkem primarni funkce organizace,
jejim pocate¢nim bodem, jenz je esenci jejiho
obsahu, je v teorii procesniho fizeni tzv. kliCova
udalost. Klic¢ovou udalosti se rozumi typova
realna udalost, charakterizujici potfebu zakaz-
nika. Pro identifikaci primarni funkce vefejné
spravy tedy v programu PARMA logicky vycha-
zime z kliCovych udélosti, ve vefejné sprave
znamych jako ,Zivotni udalosti‘, nebo také
LZivotni situace” (Life Events, Life Situations,
Situations in Life).

Koncepce zivotnich udalosti (situaci) je
v poslednich desetiletich, charakteristickych
zménou pohledu na fungovani vefejné spravy,
Casto pouzivana a stala se také jednim ze
zakladi soucasného evropského pfistupu
k pojeti e-Governmentu, znamym jako Smart
Administration, kde tvofi jeden ze tfi zakladnich
pilifd: vedle principG Web 2.0 (jimz se rozumi
interaktivni pfistup k webové komunikaci vcet-
né fenoménu tzv. ,socidlnich siti) a Gov 2.0
(jimz se euromarketingové oznacuje specificka
aplikace principli Web 2.0 v oblasti vefejné
spravy a e-Governmentu) [4].

Pojem ,Zivotni udalosti“ je pfitom, jak je
i z pfedchoziho textu jasné vidét, v Gzké sou-
vislosti s procesné orientovanym pohledem na
vefejnou spravu. Tento pfistup predstavuje pfi-
rozeny pohled na ¢innost vefejné spravy. Tyto
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Lpfirozené potfeby“ innosti vefejné spravy jsou
vzdy dany situaci v Zivoté ,zakaznika“ vefejné
spravy (tedy obc¢ana, podnikatele, spolku,...).
A Zivotni situace obcana je, ve své podstaté,
velmi blizko k hlavnimu cili a objektivnimu
dlvodu k ¢innosti vefejné spravy. Je zfejmé, Ze
takovy nazor ma velmi mnoho spoleéného
s hlavnim principem reengineeringu podniko-
vych procesu — organizace ¢innosti podle hlav-
nich cild, které musi byt pfimo propojeny s pfi-
rozenymi strategickymi cili organizace a, v pfimém
disledku toho, vzdy v navaznosti na potfeby
yZakaznika“. Uvazovani v zZivotnich udalostech
vede organ vefejné spravy k tomu, aby pri-
marné myslel na potfeby klientll, coz je
ovéem velky kulturni rozdil oproti tradiénimu
agendovému zpusobu vykonu vefejné spravy.
Aplikace tohoto pohledu na fungovani
vefejné spravy jsou v riznych zemich na velmi
rzné urovni a zjevné Uzce souvisi s kulturou
dané zemé, s pfevazujicim pfistupem k proble-
matice vefejné spravy a komunitniho Zivota
a potazmo s historickymi souvislostmi. Pri-
zkum pouziti tohoto pfistupu, opakované v pro-
gramu PARMA provadény, ukazuje, Ze nejdale
byly tyto mySlenky prakticky dovedeny v Aust-
ralii [1] a na Novém Zélandé [15], kde jsou inte-
gralni soucasti statni koncepce architektury
vefejné spravy. Zdrojem, jenz je pojeti PARMA
nejblize a nejvice z néj bylo v jeho projektech
Cerpano, je ale britsky projekt LEAP (Life
Events Access Project) londynské samospravné
Ctvrti Lewisham [10], jenz dodnes jako jediny
vnima jednotlivé Zivotni udalost ve vzajemném
kontextu, daném zivotnim cyklem pfislusného
objektu (v projektu LEAP konkrétné clovéka
v raznych rolich: ob&ana, spotfebitele, zakaz-
nika, podnikatele, platce dané,...) a v pfimé
souvislosti s pfisluSnymi business procesy
vefejné spravy. V evropském kontextu, pfes
nékolik vyjimeénych pfistupd, jako ve zminéné
Velké Britanii, ¢i Dansku (viz [13]), je celoev-
ropskd, resp. eurounijni koncepce zivotnich
udalosti ([4]) pojata viceméné jen jako formalni
soucast tzv. eGovernmentu, ¢i Smart Administ-
ration (viz vy$e), bez sou¢asného respektovani
dllezitych souvislosti kontextovych a proces-
nich. V Ceské republice je pak zakladnim zdro-
jem oficialniho pojeti Zivotnich udalosti Portal
verejné spravy [17]. To, co je zde nazyvano
zivotnimi udalostmi (situacemi), se nijak pod-
staté nelisi od tradiéniho seznamu urednich agend,
opatfenych rozsahlymi citacemi pfislusnych

legislativnich dokumentud, ¢emuz ostatné odpo-
vida i tam uvedena definice: ,Zivotni situace
jsou strukturované popisy feSeni Ukonl ve
vztahu k orgdnim verejné moci* [17]. V tomto
pojeti jiz neni ani stopa po plvodni myslence,
stojici u zrodu tohoto pojeti: zakaznicky oriento-
vané verejné spravy, vpravde jde jen o nicnefi-
kajici novy nazev tradi¢niho pojeti.

VysSe zminénou souvislost chapani tohoto
pojmu s kulturou dané zemé je také dobre vidét
v tom, jaké konkrétni Zivotni situace pfislusny
standard uvadi. Ve zralejSich pfistupech (VB,
Déansko, Australie, NZ) se v pojeti zivotnich
udalosti pfimo odrazi védomi zékladnich strate-
gickych hodnot vefejné spravy a také védomi
potfebné zmény pfistupu k jejimu vykonu,
v zasadé odpovidajici idejim procesniho fizeni.
Naopak, pojeti Zivotnich udalosti u zemi bez toho-
to ,kulturniho zadzemi“ jasné usvédcuje z princi-
pidlni neexistence védomi potfeby takové
zmény a pojem eGovernment tim redukuje
témeér toliko na technickou vybavu Ufadu, bez
jakékoliv souvislosti se zplsobem vykonu
vefejné spravy. Ostatné typickd argumentace
principialni neménnosti vefejnospravnich prak-
tik odvolanim na legislativu, diskutovana v kapi-
tole MoZnosti aplikace procesniho fizeni ve
velejné spravé, je nejpfesvédCivéjsim dokla-
dem tohoto nevédomi. Tato kulturni souvislost
je ovSem dulezitym projevem, potvrzenim plat-
nosti zralostniho pojeti vyvoje organizace v Sir-
§im — komunitnim, &i spole¢enském — méfitku,
jak je podrobnéji diskutovano v zavéru tohoto
¢élanku.

2.3 Maslowova hierarchie potieb
jako zdroj zivotnich udalosti
Kapitola 2.1 mapuje 3 zakladni oblasti plso-
beni vefejné spravy a ilustruje jejich obsah pfi-
klady kli¢ovych procesl vefejné spravy v jed-
notlivych oblastech. Pro identifikaci potfeby
jednotlivych procest byla pouzita predstava
zivotnich udalosti (situaci), jez vyzaduji feSeni,
tedy pfisluSnou reakci vefejné spravy (viz kapi-
tolu 2.2). Jakmile jsou znamy zivotni udalosti,
jejich okolnosti a souvislosti s jinymi udalostmi,
jejich dopady, je mozné uvazovat postupy jejich
feSeni — procesy a jejich souvislosti a ty dale
rozpracovavat az do Urovné standardni struk-
tury sluzeb a jejich pfipadné technologické
podpory, €imz vznikne objektivni pfedstava
struktury, na niz Ize nasledné stavét podplrnou
technologii ve smyslu ideji e-Governmentu.
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Objektivni spravnost takové struktury je
zékladem pro kvalitu takového pojeti aplikace
informaénich technologii ve vefejné spravé
a potazmo i zarukou smysluplnosti, efektivnosti
a efektivity téchto nemalych investic. Nicméné
zakladnim problémem, jenz je na samém za-
Catku tfeba vyresit je otazka: jak identifikovat
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objektivné platné obecné / typové zivotni
udalosti? Jako ideovy teoreticky zaklad, pro
zaru€eni objektivnosti identifikovanych Zzivot-
nich situaci, byla v programu PARMA pouzita
Maslowova teorie hierarchie lidskych
potreb.

m Maslowova hierarchie lidskych potfeb a hranice zakladnich typt chovani

Potieba

seberealizace

Socialni
chovani

Estetické potieby \\

Konstruktivni
Potfeba lasky a sounaleZitosti \ chovani

Potfeba bezpeti

Fyziologické potfeby

\ Destruktivni
\chovéni

MysSlenka hierarchie lidskych potfeb,
pGvodné formulovana v [12] a dale rozpraco-
vana v [11], byva interpretovana mnoha autory
vétsinou ve formé pyramidy (viz Obrazek 2).
Maslow vystavél svou teorii na zakladnim pre-
svédceni, ze chovani lidi je motivovano hlavné
uspokojovani jejich potfeb. Typické lidské
potfeby jsou pfitom hierarchicky vzajemné
zavislé, tedy ,vySsi“ potfeby je mozno uspokojit
az po uspokojeni potfeb z nizsich drovni. Lid-
skou mysl pfitom pojima jako komplex mnoha
paralelnich duSevnich procest, probihajicich
zaroven. Chovani kazdého jedince je tedy
v daném okamziku motivovano mnoha paralel-
nimi vlivy. Jeden z téchto motivl vzdy dominuje
ostatnim, pfic¢emz tato dominance vzdy zavisi
na konkrétnim €ase (v jiném €ase muize byt
motivace ve stejné situaci jina). Maslow fika, ze
Llidsky organismus je dominovan“ urgitymi
potfebami, spiSe nez Ze by jedinec byl ,zamé-
fen v daném okamziku pouze na urCité
potreby“ [11].

Zdroj: [20] na zakladé prace A. Maslowa [12], [11]

Program PARMA stavi na pfesvédceni, Ze
takovéto pojeti lidské motivace by meélo byt tim
pravym zakladem pro analyzu zakladnich potfeb
ob&anl s cilem odhalit hlavni kofeny jednani
vefejné spravy — jeji ,primarni funkci“. Komu-
nita (spolecnost) je vzdy slozena z jednot-
lived, tedy jakykoliv pohyb v komunité ma
vzdy své kofeny v motivaci individua.

V hierarchické soustavé typl lidskych
potfeb jsme identifikovali tfi zakladni typy cho-
vani ¢lovéka:
=k naplfiovani potfeb dvou nejnizSich urovni

(fyziologické potfeby a potfeba bezpedi)

dochazi typicky destruktivnim zplsobem

(obrana, boj, zneskodnéni apod.). Tuto oblast

nazyvame oblasti destruktivniho chovani;
=k napliiovani potfeb dvou stfednich urovni

(laska, soundlezitost a estetické potfeby)

dochazi typicky konstruktivnim zplisobem

(budovani, tvorba apod.). Tuto oblast nazy-

vame oblasti konstruktivniho chovani,
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= ¢ginnosti napliiovani potfeb nejvyssi Grovné
jsou pak predevsim obraceny mimo subjekt
a jeho osobni okoli, ke spole¢nosti jako
celku, v duchu naplfiovani téchto potreb se
Clovek ,obétuje“ spolec¢nosti, vyznam jeho
¢inéni je spolecensky. Tuto oblast nazy-
vame oblasti spolecenského chovani.
Jednotlivé drovné typl chovani z tohoto
modelu jsou zdrojem moznych incidentl —
zivotnich udalosti — které hraji dllezitou roli
v zivoté obce a jejim vyvoji. V tomto pojeti
pfedstavuji zivotni udalosti zakladni prvek
komunitniho chovani, a tim i zakladni podnéty
k tomu odpovidajicim akcim vefejné spravy.
Z pohledu rozvoje komunity je tfeba nékteré
z téchto udalosti podporovat, nékteré ucinky
nékterych eliminovat, nebo jim dokonce pre-
ventivné zabranit, a to podle konkrétniho vy-
znamu téchto probléma. Vyznam kazdé zivotni
udalosti pro komunitu a jeji rozvoj pfedevsim
vyplyva z typu chovani subjektu, kterému uda-
lost patfi — z konkrétni maslowské Urovné
potfeb, jez je v jednani pfislusného subjektu
v dané situaci dominantni.

Odpovidajici vystupy programu PARMA

V praxi nas vySe uvedena aplikace teorie A.

Maslowa dovedla k identifikaci hlavnich oblasti

¢innosti verejné spravy podle obecného mista

puvodu typovych Zivotnich udalosti:

= Pod hranici mezi destruktivnim a konstruk-
tivnim chovanim by vefejna sprava méla:

— podporovat lidi a rodiny v hmotné nouzi,
nebo ohrozené socialni exkluzi, s cilem
prevence socialnich incidentl a tim
i potencialniho destruktivniho chovani,
jez obecné ohrozuji spole¢nost;

— vénovat zvlastni péci détem z rodin
v hmotné nouzi, nebo ohrozené socialni
exkluzi, s cilem zabranit moznému
nezadoucimu vyvaiji jejich Zivot(.

= Nad hranici mezi destruktivnim a kon-
struktivnim chovanim je Ukolem verfejné

Spravy:

— podporovat (¢i mu alespon nebranit)
konstruktivni chovani ob¢an(l a vyuzivat
je pro rozvoj socialnich a kulturnich
hodnot spole¢nosti;

— podporovat neustalé uspokojovani
potfeb déti v oblasti vzdélavani, kultury,
a moznosti jejich seberealizace.

= Nad hranici mezi konstruktivnim a social-
nim chovanim vychazime z presvédceni,

ze zakladem kazdého (z obecniho hlediska
smysluplného) podnikani jsou vzdy potfeby
zakaznikl. Primarni funkci podnikatelskych
aktivit lidi je tedy naplfiovani potfeb téch
druhych. Z této skute¢nosti plyne, ze v této
oblasti Zivotnich situaci je potfeba fidit, Ci
alespori ovliviiovat rozvoj podnikatelského
prostiedi s cilem:

— podporovat rozvoj podnikani jako zaklad-

ni potieby podnikateld a tvarcich lidi;
— sledovat podnikatelskou kulturu s cilem:
— zajistit, Ze podnikani primarné sle-
duje potfeby zakaznikd namisto
pouhého zisku;
— snizeni poptavky po destruktivnich
statcich eliminaci jejich nabidky.

Je zfejmé, Ze naplnéni téchto Ukoll nutné
vyzaduje mysleni v SirSich souvislostech. Jednot-
livé akce k naplfiovani téchto kol maji disledky
obvykle ve v8ech tfech vySe zminénych oblas-
tech zivota spole¢nosti, protoze vSechny
oblasti jsou vzajemné kontextové propojeny.
Navic je zde kriticky dllezity i Casovy kontext.
PFisludny organ verejné spravy musi nutné znét
kauzalitu provadénych akci, jez plyne z jejich
vzajemného propojeni. Nejlepsi formou popisu
kauzality akci, ve smyslu optimalni a sou¢asné
dostate¢né presné, je popis ,Zivotnich cykl(
objekt(’, popisovanych v nasleduijici kapitole.

2.4 Zivotni cykly objektd

Obrazek 3 ukazuje zjednoduSeny pfiklad Zivot-
niho cyklu tfidy objektd Obcan, jako jednoho
z klicovych objektl verejné spravy, identifikova-
nych v programu PARMA. K popisu zivotniho
cyklu je zde pouzit Diagram stavl (State Chart),
jenz je soucasti vSeobecné pfijatého standardu
pro analyzu a modelovani — jazyka UML (Uni-
fied Modeling Language) [22]. Jazyk UML,
ackoliv byl vyvinut v kontextu metodik vyvoje
informacéniho systému a je v soucasnosti je
stdle pfevazné pouzivan pro potfebu vyvoje
pocitaCovych aplikaci, byl plvodné vytvofen
a je rozvijen predevsim jako standardni umély
jazyk pro modelovani obecné. V programu PARMA
je jazyk UML pouzit pro potiebu specifikace
analytickych modelQ, usilujicich o postizeni
sontologické podstaty“ vefejné spravy pomoci
tzv. ,konceptualniho modelu®. Metodicky pfitom
vychazime ze zakladniho pojeti konceptudlniho
modelovani, rozSifeného o popis pfirozené
dynamiky objektd v podobé tzv. ,zivotnich
cyklu“. Jak je i teoreticky prokazano ([9], [6]),
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zkoumani dynamiky objektl je dllezitym fakto-
rem dosazZeni potfebné komplexnosti ontologic-
kého poznani. Navic, v metodice [19], tvofici
metodicky zéklad programu PARMA v oblasti
modelovani, je dynamika objektt zakladnim
zdrojem kritickych omezeni, jejichZz poznani je
nutné pro exaktni specifikaci proces(l. Diagram
stavll zde tedy slouzi k popisu zékladnich obec-
nych zakonitosti, vazanych k existenci pfislus-
ného objektu, jez jsou z hlediska smyslu popi-
sovaného objektu dllezité. Jde o exaktni formu
popisu zakladnich omezeni, jez se, z hlediska
Gasu, vazi k pfislusnému objektu, maji objek-
tivni povahu, a tudiz musi byt nutné respekto-
vana vSemi ¢innostmi a procesy, které se
daného objektu tykaiji.

Odpovidajici vystupy programu PARMA

Diagram na Obrazku 3 popisuje zakladni nale-
Zitosti zivotniho cyklu objektu tfidy Ob¢an. Uka-
zuje Ctyfi zékladni stavy ,zivota obana“, jez
jsou z hlediska vefejné spravy dllezité (Jako
vesSkeré modely, i model zivotniho cyklu je vzdy
zjednoduSenym vidénim nekone¢né komplexni
reality, obsahuje pouze ty stavy objektu, jez
jsou dulezité z hlediska momentalniho ucelu

m Zivotni cyklus tFidy objektii Ob&an

Information Management

modelovani. Ten je zde vymezen navazujicimi
akcemi, prfedevsim popisem procest verejné
spravy, tedy ze v§eho, co by mohlo byt mozné
na obecném Obc&anovi zkoumat, nas zde
zajima jen to, ¢eho se bezprostfedné tykaji pfi-
slusné cinnosti a procesy vefejné spravy.
V tomto pfikladu uvedeny model je navic jesté
zjednodu$eny i oproti své plné verzi v projektu
PARMA, pouze aby ilustroval smysl takového
popisu.), zakladni ¢tyfi etapy Zivota: détstvi, Skolni
vék, dospélost a dichod. Zivot zadina udalosti
narozeni a konéi stavem smrt. Smrt je zde
pojata symbolicky, pro mistni vefejnou spravu
bude jistym druhem ,smrti“ obCana i tfeba pre-
stéhovani do jiné obce.

Kazdy pfechod mezi konkrétnimi stavy je
popsan dvéma zakladnimi Udaji: udalosti, jez
zménu stavu aktivuje a akci, jiz je pfechod do
nového stavu uskute¢nén. Udalost prfedstavuje
dlvod, pro¢ ke zméné stavu dochazi a akce
pfedstavuje konkrétni ¢in, jako reakci na davod
ke zméné stavu, tedy jak ke zméné dojde. Tedy
napfiklad stav Détstvi konéi udalosti Povinnost
Skolni dochazky, jiz soutasné zalina stav
Skolni vék. Akci, odpovidajici této zméné stavu
v Zivoté obCana, je ,Registrace Zaka"“.

Narozeni

Narozeni/ Registrace obtana

Détstvi

t Skolni Zaka

jici vzdélani

Dospélost i

diich. véku

Umrti / Vynétilz evidence

Naplnény

Zména Skoly /
Preregistrovani

Smrt

Vysoka Skola ukoncena /
Registrace dospélého

SKOINIVBK  foeveeeeeeneeeeee

Navazujici vzdélani ukonce
Registrace vysoko3kolska

Ukongeni zakladni Skoly / Registrace stfedo3kolaka
Navazujici 8kola

Navrat z napr. zafizenl Pokratovani vzdélavani

Soudni pFika
Pfesun do naprav.

Napravné zafizeni
Dosazeno vékového limitu /
Rozhodnuti o resocializaci

Navazujici vzdélgni ukongeno /
Registrace dospglého

Resocializace

Resocializovan /
Registrace dospé&lého;

()
Navazujici vzdélani ukonceno

Zdroj: [20]
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Diagram stavll je v metodice dllezitym
nastrojem, slouzicim k propojeni klicovych
prvkG popisovaného ,businessu“. Kazda akce
v pfechodu mezi stavy objektu musi odpovidat
akci v nékterém z popsanych business pro-
cesll. Kazda udélost v procesu tak odpovida
néjaké zivotni udalosti ve smyslu, jak je uve-
deno vySe. V pfipadé pfikladu na Obrazku 3 to
napfiklad znamena, ze v pfislusné samosprave
musi existovat néjaky business proces, v némz
figuruje akce registrace zaka (napfiklad zapisy
28kl do povinné Skolni dochazky), kde se tato
akce vyskytuje v pfislusném kontextu. Totéz plati
pro dalsi, v modelech Zivotniho cyklu popsané
akce: registrace dospélého, dichodce, vysoko-
Skolaka, rozhodnuti o resocializaci a dal&i. Toto
principialni provazani modelll Zivotll objektu
s modely business procesd ma hluboky meto-
dicky vyznam: slouzi jako generator podnétd
k dosazeni Uplnosti popisli. Objeveni potfeby
néjaké akce pfi popisu zivotniho cyklu dotée-
ného objektu mize zplsobit poznani potfeby
pfislusné akce v néjakém procesu (a treba
zménit dosavadni pfedstavu o procesu), Ci

dokonce objeveni procesu nového. A naopak:
existence akce v procesu vede k potiebé pro-
zkoumat i jeji obecné souvislosti z hlediska
dotéeného objektu (a bez ohledu na procesy).
Tedy napfiklad registraci dospélého (pfi ukon-
¢eni Skolni dochazky a predpokladu nastupu do
zaméstnani) je tfeba provadét predevsim proto,
Ze je projevem jisté dllezité situace v Zivoté
obcana, jiz tfeba sledovat, nebot se muze
typové vazat na jiné situace, pro vefejnou spravu
dulezité (zde napfiklad socialni incidenty (neza-
méstnanost)), a nikoliv pouze proto, Ze to ma
Urfednik v popisu prace. Toto je jeden ze zpU-
sobd, jimiz metodika pomaha objektivizaci kon-
cipovanych &innosti a procest vefejné spravy
a jejich neustalému provazani, prostfednictvim
zivotnich udalosti a oblasti jejich plvodu, se
zakladnimi strategickymi hodnotami verejné
spravy. Jinymi slovy u vSeho, co podle téchto
modell Fizend vefejna sprava cini, je takto
mozné nejjednodusSim moznym zpusobem
dohledat vazbu na obecnou strategii verejné
spravy, resp. obce, spole¢nosti.

m Zivotni cyklus tiidy objektii Spoleénost

Vznik zéméru
Podnikatelsky zamér /

Zahign jedninl Zamer odmitnut /

Zameér
Podnikatelsky )

‘ 2ame
Zameér schvélen /

Registrace spole¢nosti

Spole¢nost
registrovana
/| Pozadavel / zmény
v 0
Zamér zmény

v podnikani

Pozadavek zmény /
Obnoveni jednani

Odmitnuti zmény /

PoZzadavek likyfdace /

Zahajeni likvidace spolenosti
Odmitnuti zmény / Oznameni akvizice /
Rozhodnuti o likvidaci

Oznameni akvizice /
Statutarni zména spolenosti

Spole¢nost Spole¢nost
v likvidaci v akvizici
Spole¢nost zlikvidovana / Akvizice ukongena /

Wynéti z rejstiiku ® Registrace akvizice

@v,

R odmitnuti zmény

Statutarni zména spole¢nosti

Business change approved /
Change registratiol F

Schvaleni zmg .
@® Provedeni zm Provéfovani
podezfeni

PoZadavek / zm&ny
Registrace pozadavku

Pozadavek
analyzovan
Podezieni podvodu /

Zahajeni provéfovani

Odmitnuti zm&ny /
Registrace odniitq

Oznémeni akvizice /
Statutarni zména spole&nosti

Podezfeni trest. €inu /
Podezfeni nepo Prednant polici

Obnovenf and

Policejni
etfovani
Odmitnuti zmény /
Rozhodnuti o likvidaci

Zdroj: [20]
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Obrazek 4 doplhuje pfedchozi model
modelem Zzivotniho cyklu objektu spolecnosti.
Specifikuje, z hlediska obce dullezité, zakladni
faze existence spoleénosti: Podnikatelsky
zameér, Registrovana, Zamér zmény a dva
alternativni terminalni stavy V likvidacia V akvi-
zici. Spole¢nost zacina v tomto pojeti pro verej-
nou spravu existovat jiz ve stadiu realizace
podnikatelského zaméru, tedy jesté pred jeji
registraci. Dlvodem je skute¢nost, Ze jednim
z dulezitych procesd samospravy je i vySe zmi-
nény proces Pomoc s realizaci podnikatel-
ského zaméru, jenz se tyka pravé tohoto stavu
objektu Spole¢nost. Na rozdil od Obc¢ana je
zivotni cyklus Spole¢nosti navic ponékud slozi-
téj8i, je v ném vidét moznost opakovaného
nostech realizace zaméru, mozné cyklické stfi-
dani stavl Registrovana a Zameér zmény, jakoz
i moznost feSeni nucené likvidace akvizici.

Z obou pfikladl je téZ mozno tusit, ze oba
objekty, Ob¢an i Spole¢nost, maji nékteré spo-
le¢né praseciky v podobé spoleénych akci,
které odpovidaji obecnym asociacim meazi
témito dvéma tfidami objektd modelovanych
v navazujicim diagramu tfid, jenz popisuje kon-
text existence objektl a jejich vzajemné vztahy.
Standardné Ize pfedpokladat napfiklad vztahy
typu Obcan je vlastnikem spolecnosti a Obcan
je zaméstnancem spolec¢nosti. Momenty
vzniku, zaniku a pfipadné zmeény téchto vazeb
tak vzdy znamenaji vzajemné protnuti obou
zivotnich cykl v jednom konkrétnim okamziku.
Pro detailni namapovani akci by bylo zapotrebi
vétsiho detailu obou modeld, presto je uz z téchto
modell zjevné, ze zde existuje fada objektivné
platnych pravidel a omezeni, jez mlze tato sou-
stava modell explicitné vyjadfovat: nékteré
stavy jednoho objektu pfedpokladaji nékteré
stavy druhého objektu a nékteré naopak vylu-
Cuji. Napfiklad standardnim stavem obcana jako
zakladatele i zaméstnance spolecnosti bude
stav dospélosti, nicméné i kombinace s nékterymi
jinymi stavy je mozna, ov8em za specifickych
podminek. Naopak existuje omezeni moznosti
zakladat spole¢nost pfi pobytu v ndpravném
zafizeni apod. Veskeré takové kombinace
a k nim vazané podminky a omezeni jsou dlle-
zitymi fakty, s nimiz vefejna sprava musi praco-
vat a mit tudiz o nich prehled. VeSkeré procesy
vefejné spravy pak musi byt s témito pravidly
konsistentni.
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Aplikace vystupl a zavéry

Vystupy programu PARMA byly v projektech
témér vSech etap, az na malé vyjimky na tplném
pocatku, kdy se predevsim formovaly zakladni
metodické principy, pribézné ovéfovany jejich
praktickymi aplikacemi. Konkrétné byly v histo-
rii programu partnery obce Cernosice, Praha 2,
Praha 10, Vodnany, Kladno, Milevsko a Décin.
Zapojeni jednotlivych partnerll bylo rGzné, roz-
sah a obsah jejich UCasti jsou dany jednak eta-
pami, v nichz se programu zugéastnili, jednak
i svou povahou, od aktivni analytické spolu-
prace, pfes aplikaci nékterych vystupl pro-
jektu, az po leh¢i formy spoluprace, konsultace
apod. Kromé toho byly problematika a vystupy
programu opakované konsultovany na pracov-
nich seminafich na pudé Svazu mést a obci
CR, Magistratu hl. m. Prahy a posledné i Zdru-
zeni miest a obci Slovenska. Nejsilnéjsi spolu-
préace probihala s obcemi Cernosice, Praha 10
a Décin, jejichz zastupci byli pfimo aktivnimi
¢leny projektovych tymu. Nejpokrodilejsi spolu-
prace stéle probiha, a to s Magistratem mésta
Décin v projektu ,,Zavedeni procesniho fizeni*
v ramci projektu Ufad otevieny vefejnosti
z dota¢niho programu OP LZZ, jenz sméfuje
k aplikaci pojeti klicovych procest z oblasti
podpory podnikani (pomoc s podnikatelskym
zameérem) a socialniho rozvoje (feSené social-
niho incident). ZkuSenost s témito procesy, kte-
rou organizace v projektu ziskd, véetné prvot-
niho nepochopeni, jako nutného evolu¢niho
predpokladu nasledného pfijeti novych mysle-
nek, je tedy v tomto projektu oéekavana jako
hlavni hodnota, jez umozni nasledné pokraco-
vani evoluéniho procesu zavedeni procesniho
fizeni v samospravé mésta.

Zakladnim poznatkem z dnes jiz desetileté
zkuSenosti z programu PARMA je védomi
ohromné komplextity problematiky procesniho
fizeni, zvlasté pak ve verejné sprave, zplso-
bené jak novosti oproti tradi¢nimu pojeti mana-
gementu, tak pfedevsim $ifi disledkd: jedné se
0 komplexni zménu, zahrnujici doslova vSechny
oblasti zivota samospravy. Mimo jiné to znamena,
ze nema smysl usilovat o rychlé a uc¢inné pro-
vedeni takové zmény, jez vyusti v okamzité uzi-
vani jejich efektd. To je nemozné, takovou
zménu nelze provést jednorazove, ani jedno-
smérné (tj. manazerskym rozhodnutim, pfika-
zem), nebot’ jejimi spoluaktéry musi byt vSichni
aktéfi verejné spravy, a to doslova. Jedna se
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0 zménu evoluéni, jejiz tempo neuréuje nasili
manazéra, ale objektivni, evoluéni okolnosti,
zejména pak zpusob mySleni vSech aktér,
porozuméni myslenkam procesniho Fizeni
a hlavné jejich aktivni pfijeti. To vSe je posta-
veno na nutnych dil¢ich zkuSenostech, a to
nejen positivnich, nutnym prvkem zkuSenosti je
také bytostné — osobni poznéani problém0 a nut-
nosti jejich prfekonani.

ZkuSenosti z aplikaci modell zralosti (viz
zejména [7] a [23]) pfesvédcivé ukazuji, ze pro-
cesni zpusob fizeni je vzdy organizaéné intimni
zalezitosti, vyzaduje vlastni zku$enosti, na
nichz Ize pak teprve stavét dalsi rozvoj organi-
zace. Nezbytnou integralni soucasti rozvoje
organizace je osobni rozvoj jejich lidi. Organi-
zaci tedy rozhodné nelze rozvijet zvendi,
dodavkami novych technologii a cizich myslenek.
To je nejvétsim rizikem dnes typickych snah
o vytvoreni architektonického modelu vefejné
spravy, jenz bude povinné pouzivan napfi¢
vefejnou spravou, nezavisle na lidech a kon-
krétnich organiza¢nich podminkach, zkuSenos-
tech a znalostech. Vys$e diskutované zralostni
zakonitosti vedou k zavéru, ze takovéto pokusy
o standardizaci, ba pfimo ,automatizaci”
vefejné spravy na bazi legislativy, principialné,
z podstaty véci, nemohou vést k realnému (ne
jen formalnimu) Uspéchu, pfimo naopak, budou
v dlsledku nutné kontraproduktivni. Zrani orga-
nizace probiha vzdy evolu¢né, prostfednictvim
postupné, na zkuSenostech zalozené zmény
v mySleni a jednani aktérd. V tomto smyslu
kazdy partner programu PARMA svym zpUso-
bem program nejen obohatil, ale hlavné byl
programem sam obohacen. Tedy kazdy, byt
sebemensi, Uspésny projekt pouziti vystupl
tohoto programu, je pravé v kontextu zrani
dané organizace vzdy kriticky dllezity a z hle-
diska programu je povazovan za Uspéch.

Clanek prezentuje vysledky projektu GACR
¢. P403/10/0303. Jeho publikace byla podporfena
Fakultou informatiky a statistiky Vysoké skoly
ekonomické v Praze v ramci projektu IP 400040.
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PROCESS BASED MANAGEMENT OF PUBLIC ADMINISTRATION

Vaclav Repa

The article develops the idea of using the principles of business process-oriented management in
public administration. Compared with the market-oriented organizations the area of public
administration is more complex and abstract which makes the projects of process change in this
field significantly complicated. On the other hand, the same characteristic creates the possibility to
achieve significant benefits as also the ,natural” degree of inefficiency in the area of public
administration is order of magnitude higher than it is in regular market-oriented firms.

The article introduces the long-term program consisting of a series of real analytical projects in
this area. Basic principles of the approach as well as starting points of the methodology are
explained. Four original principles are discussed in detail: Three source areas of the community
management, Life events as essential triggers of key processes, Hierarchy of human needs as
a general source of life events, and Life cycles of key objects as their general context. Main
relevant outputs of the program are presented in the form of examples of key processes from each
of three basic areas of the community management: physical, social, and economic environment.
Each key process is discussed in terms of its main value as well as the substantial change which
it brings in comparison with the current state.

Extensive experience from the program is discussed, and the idea that the process change in
the area of public administration is the only way to the effectiveness and meaningfulness of any IT
investment in this area, i.e. e-Government, is elaborated in conclusions.

Key Words: Public administration, process management, enterprise architecture,
e-government.
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DEPLOYMENT OF CLOUD COMPUTING IN
SMALL AND MEDIUM SIZED ENTERPRISES
IN THE CZECH REPUBLIC

Petra Maresova, Vitézslav Halek

Introduction

Managers and owners of global and local
companies are taking steps to ensure their
positions in a changing competitive environment.
These include efforts to estimate the future
development and identifying significant trends.
To watch and keep up with changes in
Information Technology is particularly important
because this industry can be considered as the
most globally open and inter-connected with
fast-moving trends.

Today the quality of life is determined by
two basic dimensions, the objective dimension
is closely connected with demographic and economic
indicators, while the subjective dimension
depends on the individual assessment of each
person. Cloud computing is a cost-effective
objective dimension, adaptable way to deliver
business applications and services, to help to
simplify the creation and management of hybrid
cloud computing environments, to offer cloud-
.based services we can use as a basis for
supporting our workload needs and to share
risk by limiting capital investments and allowing
pay-per-usage policies [53].

Over the past fifty years or so, the deploy-
ment of information systems and information
and communication technologies (ICT) has
become one of the key factors of competitive-
ness, growth and productivity of current
advanced economies. This is mainly due to the
fact that ICT create high added value as well as
helping to increase the efficiency and effective-
ness of development, production, distributional
business activities in virtually all sectors of the
economy [17].

Therefore, a correct estimation of the future
development of ICT in the context of business
processes may provide faster access to

information, new ways of communication and

increase of employees’ flexibility. There are

a lot of predictions regarding the future de-

velopment in the use of modern technology.

Significant consultation and information-oriented

companies such as Gartner, IDC (International

Data Corporation), IEEE Computer Society,

Accenture and others deal with these

predictions. There are also many technologies

to which they assign a great importance and

potential for the future. The following list include

those, which are common for most estimates of

the above (and others) companies in the global

and international level [1], [7], [10], [21], [54]:

= mobile technology,

cloud services,

shared data services,

social networks,

development of tools for processing large

amounts of data,

= the connection between the Internet, cloud
and mobile technologies.

Companies in the Czech Republic also tend
to succeed in the competitive environment and
seek to estimate the trends in information tech-
nologies for the following years. According to
the company T-Systems Czech Republic [48],
analytics of Businessworld.cz web [32], and
based on the research in the Hradec Kralové
region [8], the key trends for the future of ICT in
the Czech Republic include:
= dynamic network services and cloud,
= mobile technology and mobile commerce,
= virtualisation,
= [T security.

In the following text, the focus is on one of
these trends — cloud computing. The aim of this
paper is to analyse the possibilities and benefits
of the use of cloud computing in Czech
enterprises. The aim is also to compare the
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extent of its deployment in the environment of
the Czech Republic, the European Union and
also on a global level. Finally, the paper will be
supplemented with selected information from
the questionnaire survey, which was carried out
among 200 Czech enterprises across all
sectors of the CZ-NACE. The enterprises were
interviewed about their knowledge of the
technology, the extent of its use, and the
possible interest in using it in the future.

1. Definition of Cloud Computing
and Its Use in the Present

The fundamentals of cloud computing were laid
by a computer scientist John McCarthy. In the
sixties, he stated that in the future the computer
technology could be organised as a public
service, on the same principle as the share of
electricity. He described cloud computing as
a technology which is used by thousands to
tens of thousands of customers, who connect
to it remotely via the network. The next step in
the evolution of cloud computing can be
described as the year 1999, when the company
Salesforce.com used its website in order to
make their applications available to users. This
solution was gradually applied by more and
more companies. However, the rate of adoption
of such ways of providing applications was not
too high. The company Amazon also dealt with
Cloud computing. This company did not like
that it uses only 10% of its computing capacity
and the rest is used only for cases of binge use
(peak times). This resulted in the first commercial
service of cloud computing — Amazon Web
Services (AWS) in 2006. A year later, Google
and IBM joined in and many universities began
to work on scientific and commercial programs
based on cloud computing. Since 2009, cloud
computing has been perceived as a key future
technology. It has been included among the
most important technologies by the HP and
Microsoft companies [14]. Interest of companies
in cloud computing grew rapidly and by the end
of 2009 the cloud market reached almost 45.6
billion CZK [19].

Currently there are a number of different
views that differ primarily in strictness and accuracy
with which they define the boundaries of the
concept of cloud computing. One of the first
properly formulated definitions originated in the
academic environment at Berkeley University
in California. According to Armbrust [4] cloud

computing includes applications, which are in

the form of services made available to users via

a communication network and on the other

hand it also includes all of the hardware and

software tools that are used by data centres
providing these services.

Forrester [20] Company extends the above
definition by standardisation of IT means on the
part of suppliers of services and self-service
principles on the part of users. Cloud computing
is essentially a set of standardised IT capabilities
(services, software solutions or infrastructure)
available through the internet on the basis of
self-service principles and pay-per-use model.
The standardisation particularly at hardware
level is indicated by Marks and Lozano [37] as
one of the prerequisites for the emergence of
cloud computing.

The Gartner Agency suggests a somewhat
more compact view of the addressed issue.
The whole concept is based on the way of usage
of information and communication technologies,
where the scalable and elastic IT resources are
delivered in the form of services to external
users via the Internet technologies. Furthermore,
it clearly defines the 5 main pillars of the whole
concept [22]:
= Principle of services — the needs of

consumers and providers are separated by

a clearly defined interface that can be

described as a service.

m  Scalability and elasticity — a service
performance can be progressively increased
or decreased according to the actual needs
of a consumer.

= Sharing by multiple users — IT resources
are made available as a service that is
shared by multiple consumers.

= Measurement according to usage — the use
of the service is monitored on the basis of
well-defined metrics, which in turn allows its
pricing based on a variety of payment
models.

m  The use of Internet technology — the
services are delivered to consumers via the
Internet.

The above definitions usually consider
cloud computing as a concept which already is
established and successfully applied in practice.
On the other hand, there has also been
criticism of the concept. Larry Ellison, the CEO
of Oracle Company, argued that the concept of
cloud computing suits virtually any method of
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delivering IT services. Also for example Stallman
(the founder of the free software movement)
stands for the opinion that the whole concept is
much more like a fashion trend than the actual
technological progress in Information Techno-
logies. IDC Company [30] in 2011, when the
growth of cloud computing market was obvious,
was more restrained in its criticism. IDC has
stated that cloud computing is still relatively
new, emerging trend of the development of IT
services. It is not possible and to a certain
degree it is not appropriate to tie it by
a definitional framework which is too strict.

In the context of cloud computing it is
essential to specify the possible deployment
models and distribution models.

1.1 Deployment Model of Cloud
Computing
The deployment model means the way cloud
computing services are provided to end users.
Similarly to the definition and development of
this concept, in this area there are also some
disputes. A comprehensive view, with whom
a number of authors identify [34], [41], [50], is
offered and proposed by the following
deployment models.

Public cloud

The basic characteristic of the public model is
to make cloud computing infrastructure
available to the public or production companies.
The service provider must be an external entity,
as well as the data centres, from which the
services are available [41]. In connection with
this model the so-called virtual private cloud is
also sometimes referred to. It is a solution that
enables any organisation to create a set of
separate IT resources in a public space. These
resources are isolated from the group solely on
the basis of the logical arrangement, not
physically, so therefore virtual-private identification
is used. However, the resources thus defined
are accessible only to their landlord, who
usually also has full control over them [31].

Private cloud

According to Mell and Grance [41], every model
that make services available only to a single
entity, can be marked as a private cloud. The
entire infrastructure can be managed by a third
party or an organisation itself. Armbrust [4] on
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the contrary, sees the essence of private
solutions in internal data centres, which render
their services only to its own organisation, and
not to the public or other entities.

Community cloud

This is a model where the cloud infrastructure is
shared between multiple organisations or
groups of people who use it. These organi-
sations can be connected by a security policy
and the same field of interest [41].

Hybrid cloud

Hybrid cloud is a solution composed of multiple
mutually disparate cloud computing solutions.
A combination of public, private [31] or
community model is usually considered.

What is offered within the service is explained
by the distribution model. This is typically
a software or hardware or combination thereof.

laaS — Infrastructure as a Service — in this
case, the service provider agrees to provide the
infrastructure. Any problems with the hardware
are taken care of by the provider, which is the
main advantage of this approach. laaS is
suitable for those who own software (or their
licence) and do not want to worry about the
hardware. An example of laaS is Amazon WS,
Rackspace and Windows Azure.

PaaS — Platform as a Service — this service
model offers complete a hardware and software
platform, therefore, it is sometimes referred to
as cloudware. PaaS service usually facilitates
the creation of user interfaces, it includes the
devices and services for application development
with the possibility of design, development,
testing, implementation and hosting [44]. Users
of this service do not have to worry about invest-
ment and infrastructure for the development
and the subsequent operation of their applica-
tions. Examples of PaaS providers are Google
App Engine and Force.com (Salesforce.com).

SaaS - Software as a Service — the
application is licensed as a service rented to
a user. Users can therefore buy access to the
application, but not the application itself. SaaS
is ideal for those who only need normal
application software and require access from
anywhere and anytime. An example might be
a set of applications Google Apps and Cargo-
pass which is a system known in logistics.
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2. The Use of Cloud Computing

Today
In 2010, the largest market with cloud-based
technologies was in the USA. European Union
countries were in second place. This order is
also expected to remain the same for 2014 [33]
(Fig. 1). In all EU countries it is expected that
the use of cloud computing will increase (Fig. 1).
Development in the use of cloud computing in
European Union countries is not as fast as for
example in the USA. In terms of growth of
different distribution models, according to the
analyst company of Morgan Stanley Research,
it is expected that the biggest growth will be in
laaS, i.e. 33% from 2011 to 2014. In the
remaining two models the increase will be a few
percent lower. The prediction used a variable of
CAGR (Compounded Annual Growth Rate),
which is a geometric mean of the predicted
values. According to Ed Anderson, a specialist
in the predictions of future development in cloud
computing at the Gartner Company, the increa-
se in total spending on this technology in the
industry is expected to be more than 100% by
2016. Global spending should therefore reach
3,914 billion CZK. In contrast, the growth of the
whole IT market is assumed to be by 3% [46].

In 2012, 4,000 PC users were approached
across nine EU countries, they were asked
about their knowledge and use of cloud
computing [26]. This survey was realised by the
Association Business Software Alliance (BSA),
which brings together companies operating in
the field of software. In the survey, it was found
that although cloud computing is one of the
most rapidly developing technologies, cloud
services are used in the European Union by
less than a quarter of computer users. The EU
is therefore below the world average, which
constitutes 34%. Most computer users also
stated that they do not know about cloud
technologies — 65% of the respondents have
"never heard of it" or "only heard the name". The
largest user acceptance (39%) were de-
monstrated in smaller European economies such
as Greece and Romania. In contrast, the rate of
adoption of cloud computing in the UK was 21%,
in France 19% and 17% in Germany. This situation
reflects the global trend of faster adoption of new
technologies in emerging economies.

The low level of use of cloud computing in
the EU corresponds to the situation in the
Czech Republic. It is evidenced by the survey

of the Aspectio Research Agency (September
2011), which was implemented in co-operation
with Czech Google and the Association of
Small and Medium-Sized Enterprises and Self-
employed people of the Czech Republic
(ASME of CZ). The survey was carried out
among 345 respondents who were owners or
managers of small and medium-sized compa-
nies, i.e. up to 250 employees, all over the
Czech Republic in the sectors of: services, trade,
agriculture and mining, institutions, manu-
facturing, science and research. It confirmed
that the greatest obstacle to the use of new
technologies in the cloud is the lack of
information about what this term means [3].
= Nearly 70% of the survey respondents had
not heard about cloud computing and only
a quarter knew the correct meaning of the
term.
= 16% of companies do not know the term
“cloud computing”, but have already been
using it without knowing.
= After clarification of the term, 40% of the
entrepreneurs and companies involved in
the research were interested in trying cloud
computing.

= 92% of users of cloud applications from
small and medium-sized enterprises are
satisfied and especially appreciate the
flexible access to information.

However, according to the latest forecast by
IDC, the use of cloud in the Czech Republic is
on the rise. Dynamics of growth will depend on
a number of factors. We can mention for example
the willingness of companies to adapt their IT
processes, prices of licenses of providers and
data security in the cloud [40]. On the basis of
surveys conducted among EU countries, in the
coming years it is expected that there will be an
increase in the investments in cloud solutions.
For example, a survey in the implementation of
ERP systems shows that 14% of companies
have implemented the system in cloud [19].
Half of the managers of large ICT companies
believe (according to KPMG 2012) that cloud is
a major technological driver of future changes
and innovations in the industry. Within the
public sector, 73% of the surveyed public sector
representatives stated that mainly because of
the savings for their organisation they should
move to the cloud solutions. The biggest
obstacle is concern about data security and the
growing interest is in private cloud [35].
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2.1 The Benefits of Cloud
Computing

Many managers and owners of companies in

the Republic for which cloud computing could

be beneficial, do not know the possibilities of its

use, or have not even heard of it (see the survey
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of Aspectio Research Agency). The frequently
mentioned benefits include cost reduction of
companies in the IT department, the possibility
to flexibly change the requirements for services
and access to data from anywhere. There are
many more benefits (Table 1).

Benefits and costs

Benefits

Authors

Reduced investment
and operating costs

Armbrust et al. [4], Linthicum [34], Sarna [50], Marks and Lozano [37], Goncalves and Ballon
[28], Velte et al. [55], Marston et al. [39], Hogan [26]

The use of network services
and the Internet, the speed
of implementation

Linthicum [34]

Innovative approach

Velte et al. [55], Sarna [50], Linthicum [34], Marks and Lozano [37], Goncalves and Ballon [23],
Marston et al. [39], Hogan [27]

Environmentally friendly
approach

Linthicum [29]

The lower number of IT staff
or reduction of the cost of IT

Sarna [49], Marks and Lozano [37], Armbrust et al.[4], Rosenthal et al. [49], Goncalves and
Ballon [23], Velte et al. [55], Marston et al. [39]

Elasticity and scalability

Armburst et al. [4], Rosenthal et al. [49], Marston et al. [23], Hogan [27]

Safety

Velte et al. [47]

Support for business
processes

Marks and Lozano [36], Rosenthal et al. [49]

Faster access to the market

Goncalves and Ballon [23]

Shorter delivery time

Goncalves and Ballon [23]

Process automation

Velte et al. [55]

Current version
of applications

Velte et al. [55], Marston et al. [39]

Energy Saving

Marston et al. [39]

Source: author

The use of cloud computing also brings
some risks. Project risk is related to the mixing
of technologies and scope of development
makes implementation difficult to manage.
Testing will not be done completely, and it will
affect the quality and time of completion [5]. In
Cloud Systems, some portion of applications
run on the server side and some on the client
side, therefore, ensuring the correct running or
performing of application is unpredictable and
difficult [2].

Access means that users can access data
wherever and whenever they want. The vendors
should provide connection in such a way that
interruption and disconnection does not

happen because cloud computing requires
a reliable internet connection [42]. In fact most
cloud providers prepare a redundant
connection to prevent this problem and it is
more likely to see a broken connection on the
customer’s side.

High availability is a key area of interest
for organisations. Cloud applications are
delivered without delay, especially when
travelling over latency-sensitive connections,
users can become frustrated waiting for
“available” resources.

The aforementioned risks are coincided by
many experts, which can be seen in the
following table (Table 2).
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Risks of cloud computing

Project risk |Azarnik et al. [6], NISA [43], Chen et al. [28],
Chou et al. [29], Bisong and Rahman [9]

Grimes [24], NISA [43], Peyiu and Dong [45]

Shayan et al. [52], Azamik et al. [6], Grimes
[24], Queensland Government [47]

Availability

Access

Source: author

The basic criterion for decision-making
regarding which application shall be kept
internally and which shall be moved to cloud, is
the nature of the data that are maintained within
the application. According to some opinions,
critical data and functions should preferable be
left within the company.

3. Survey of Cloud Computing Use
in Czech Enterprises

In August 2013, a questionnaire survey on "ICT
usage in enterprises in the Czech Republic"
was carried out. This survey aimed to map the
current attitudes of enterprises towards the use
of technologies to support financial mana-
gement, customer relationship management
(CRM) and cloud computing. The survey was
conducted in co-operation with the University of
Hradec Kralové and consulting firm Datank,
s.r.o., which carried out the data collection.
Companies in the Czech Republic across all
sectors of CZ NACE Rev.2 with a focus on
small and medium-sized enterprises, were
addressed. The questionnaires were placed on
the website and the respondents who belong to
a panel of co-operating enterprises of the con-
sulting firm Datank, s.r.o0., were approached via
email. Overall 208 completed questionnaires
were ensured. As respondents were appro-
ached managers and CEOs and IT department
Executives.

The questions from the questionnaire survey
were divided into four major areas. Three areas
correspond to the three above-mentioned
technologies (CRM, cloud computing and
technologies for financial management), the
last group of questions were aimed at evaluating
the efficiency of business processes in relation
to the technologies used by the company. Part

of the questionnaire in each field was an expla-
nation of the basic concepts (cloud computing,
types of distribution models: PaaS, SaaS, laaS,
deployment models: public and private cloud).

The structure of questions for each techno-
logy were similar, namely cloud computing was
related to these questions.
= Are you planning to implement (possibly

When did you Implement) cloud computing?
= What deployment model of cloud service do

you use/consider using?
What distribution model do you use?
Which of the following cloud services do
you use/consider using?
= What are the benefits of cloud computing
for your company?

= Can you please describe the major
obstacles to the introduction of cloud
computing?

The respondents could choose from several
options, some of the questions offered a rating
for each of the options on a scale of 1-4.

The second set of questions was concerning
the financial management of a company. The
main aim was to find out what financial
indicators are used by companies in relation to
information technologies.
= What initial investment costs are

acceptable, according to you, for the

introduction of specific information
technology in your company?

= What method of performance evaluation do
you use or plan to use in your company?

= What evaluation method do you think is
suitable for assessing the performance of
the information system?

The last group consisted of identifying
questions.

3.1 Characteristics of the
Respondents

In terms of business type relationships, the
survey was participated by 56.3% of compa-
nies of the type B2B (Business to Business),
i.e. business relationships and interactions
between two companies. Furthermore, the
most represented companies were in the type
of B2C (Business to Customer) and a com-
bination of these two types (Table 3).
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Structure of the respondents by
type of business relationship

Type of relationship

B2A (Business to Administration) 7.2%
B2B (Business to Business) 56.3%
B2C (Business to Customer) 17.3%
Combination of B2A+B2B 2.4%
Combination of B2A+B2C 0.0%
Combination of B2B+B2C 11.5%

Combination of B2A+B2B+B2C 5.3%

Source: author

Structure of the respondents divided by the
size of turnover is presented in Table 4.

Structure by Turnover

Structure of the respondents by
size of turnover

Up to 999,000 CZK 30%
1-4.99 million CZK 28%
5-29.9 million CZK 27%
30-99.9 million CZK 15%

Source: author

In terms of business scope, all basic groups
according to the classification of CZ-NACE
were represented. The larger group of
companies were from the construction industry,
wholesale and retail trade, information and
communication activities (Table 5).

The sample corresponds to the distribution
of enterprises in the economy by the sectors
listed in the Statistical Yearbook 2012 [15].
Only in the sector of Information and communi-
cation technology and professional activity are
there more businesses represented than are is
represented in this ratio in the economy. In
contrast, a small deviation in the opposite
direction can be found in the wholesale market.

The representatives of companies who respon-
ded to the questionnaire, were the owners and
Chief Executives of companies (60%), or the
heads of selected sections (e.g. IT department,
financial management, etc.). Most respondents
were from Olomouc, Hradec Kralové, Liberec
and Karlovy Vary regions (it exceeded the limit
of 10%). The least respondents were from the
Southern Region (1.9%). The number of respon-
dents from other regions ranged between 2.5-9%.
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Structure of the respondents by
CZ-NACE group (A higher level
of aggregation SNA/ISIC A 10/11
[16])

Scope of business

Tab. 5:

Agriculture, forestry, fishing 5.3%
Manufacturing industry 13.0%
Construction industry 19.7%
Wholesale and retail trade, repair

and maintenance of motor vehicles 15.9%
Transport and storage 1.4%
Accommodation, food and service activities 1.4%
Information technology and communication

activities 6.3%
Financial intermediation 0.5%
Real estate activities 1.4%
Professional (legal, archit., consulting),

sciences and tech. activities 3.8%
Other activities 31.3%

Source: author

3.2 Current and Planned Use of
Cloud Comﬂutmg in Enterprises
in the Czech Republic
The respondents were first asked whether they
use at least one of the three technologies, namely
software for financial management, software
for customer relationship management and
cloud computing. 29.8% of respondents
answered positively.

As for the actual use of cloud computing,
the percentage share of firms that use it or are
thinking of using it, is very low (8.17%). This
technology is not currently used by enterprises
and, what’s worse, they do not plan to launch it
in the future. This expectation is contrary to the
estimates of the consulting firms Gartner and
IDC [22], [30], which expect significantly
greater increase in the use of this technology in
the Czech Republic.

The year 2003 was listed as the first of
those, during which cloud computing was adopted
by the respondents of the survey. Overall,
however, the introduction has occurred more
since 2008. In terms of types of cloud solutions,
private cloud dominates (62.5%) over the
public cloud (25%) and hybrid (12.5%). In terms
of the distribution model, the most prevalent
service was SaaS (50%). Table 5 shows the
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total interest for the various cloud solutions with

regard to the provider. This is the sum of the

respondents who have cloud, or some of those

planning to implement it within the company

(see table 6).

Interest in various types
of cloud services

Google Apps 36.4%
Microsoft Windows Azure 18.2%
Google App Engine 13.6%
Amazon Web Services 4.5%
Private cloud from VMware 4.5%
Other 22.7%

Source: author

3.3 The Benefits of Cloud
Computing
The expected benefits, which managers and
chief executives of companies are aware of and
which they expect from cloud computing (whether
they are planning to introduce it or not) include:
scalability and flexibility of services (26%),
online technical support available in case of
problems (25%), work from home (24%), and
access to corporate data from anywhere (Fig. 1).
The above benefits will take on even more
importance in the future due to the experience

of increasing usage of mobile technologies.
Many employees already use their own mobile
devices within the work process. Opportunity to
showcase a product to a customer, as well as
quickly finding adequate information will
contribute to higher customer satisfaction.
What benefits cloud computing will have for the
enterprise depends purely on the business
itself and its approach to the use of this
technology. The potential which exists here in
relation to cloud computing is at a high level.

3.4 Barriers to the Introduction of
Cloud Computing

The introduction and use of cloud computing

also involve some risks and some corporate

managers perceive certain barriers to the

implementation. The respondents stated for

example:

= data security,

= dependence on the operation of the Internet
connection,

= Jack of knowledge regarding cloud computing
options,

= set low priority of the perception of the
necessity and usefulness of cloud computing
and the associated lack of time to analyse
the strengths and weaknesses,

= the financial burden.

m The benefits of cloud computing in enterprises in the Czech Republic (in %)
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m Barriers to the introduction of cloud computing
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In terms of options, the major cause of the
lack of cloud computing in companies is that
companies do not feel the need to introduce
this technology (68.5%), ignorance of its
capabilities (14.5%), financial demands and
unclear return on investment (about 11%).
Other barriers to the introduction are shown in
Fig. 2.

3.5 Financial Expenses on Cloud
Computing and Performance
Assessment Methods in
Enterprises

From the above answers it can be assumed

that the willingness to invest certain amounts of

money into cloud computing will not be too
high. 83.2% of respondents would be willing to
invest a sum up to 10,000 CZK and 10% would
invest the amount in the range of 11 to 100,000 CZK.

Another area of the research was the
relationship and attitude of companies towards
the performance assessment methods of
enterprises. In the event that companies want
to invest in IT in the future, one of the criteria for
the selection of the technology is the return on
investment. The following graph (Fig. 3) shows

Source: author

the use of the methods within enterprises. 87
companies replied, the other companies did not
identify any of the methods. Based on the
experience of the author with relatively low use
of specialised methods to calculate the
performance of companies in the Czech
Republic [36], methods that evaluate the
performance of companies only as its part
(such as the Balanced ScoreCard) were also
included.

Quality of now used systems of financial
analysis is in direct correspondence with complexity.
In spite of the fact, that the basic process of
input data processing does not have necessary
declaring ability, those are used frequently without
desired result. Complicated systems, that
provide results describing state of analyzed
company more accurately, are usually for users
of financial analysis unclear [25].

In the future, 38% of the companies are
planning a change in approach, it is more likely
to be a change regarding the selection of the
assessment method. 56% of the companies
stated that they are not planning to use any
method of performance evaluation in the future.
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The percentage representation of the use of different performance evaluation
methods
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This result can be described as very
negative. Due to the current time when there is
a pursuit of more effective management of
enterprises and their development, feedback is
very important (Fig. 4).

Source: author

3.6 Analysis of Responses in
Relation to the Type of
Enterprise

The respondents' answers were also analysed

in relation to company size, focus of the scope

and by type of business relationships. All the
answers in relation to the above factors,
however, are not described in detail, because
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the structure of the responses was not affected  absolute expression of the responses, most com-
by this breakdown. As an illustration, table 7  panies regardless of their business scope would
outlines the willingness of companies to invest  be willing to invest a maximum of 10,000 CZK.
in cloud technologies. As it is evident from the

Interest in various types of cloud services

0 (freeware)-10,000 |  11-100,000 101-200,000
CZK CZK CZK
Agriculture, forestry, fishing il 0 0
Manufacturing industry 23 3 1
Construction 37 4 0
Wholesale and retail, repair and maintenance of motor vehicles 27 3 3
Transport and storage 3 0 0
Accommodation, food and service activities 2 0 1
Information technology and communication activities 8 5 0
Financial intermediation 0 1 0
Real estate activities 2 0 0
Professional (legal, archit., consulting), sciences and tech. activities 6 1 1
Other activities 54 4 6

Source: author

Figure 5 describes the barriers to the agreed that they do not feel the need for
adoption of cloud computing in relation to the  change other problems were financial difficulty
type of company business relationship. The  and unfamiliarity of the technology options.
structure of the answers is constant. Firms

Barriers to the adoption of cloud computing in relation to type of company
business relationship
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3.6 Summary

In August 2013, a questionnaire survey was
carried out among small and medium-sized
companies, which aimed to map the use of the
selected information technologies. Specifically,
it was the software for financial management,
software for relationship management with
customers and cloud computing. This paper
summarises the results of the questionnaire
survey focused on cloud computing.

Only 8.7% (i.e. 17 respondents) stated that
they have or are planning to implement cloud
computing. This result is quite different from the
predictions of consulting firms such as IDC,
which predicts that spending on cloud services
and hosting in the Czech Republic should grow
in future years by the annual growth rate of 43%.
The research corresponds with the results of
the Aspectio Research Agency [3], which took
place in the Czech environment at relatively
similar sample of firms (small and medium-sized).
The similarity is particularly in the large proportion
of respondents (70% of firms) who did not know
the term at the time of the research. The company
also expressed an interest in the technology,
after introduction to this concept (40% of the
respondents within the survey [3]). That fact
however, does not correspond with the investi-
gation carried out by UHK two years later, when
the effective increase in users did not occur.

One of the biggest obstacles to the use of
cloud computing (in the event that the companies
consider using it) is the unclear return on invest-
ment, ignorance of cloud features, financial
requirements. All these barriers show the
ignorance of the concept of cloud computing.
Unclear return on investments is related to the
fact that less than half of the companies use the
performance assessment methods. If the
companies were engaged in calculating the
return on investments in IT, most commonly
they would use the method of tipping point and
the cost-benefit assessment (CBA). To improve
this situation it would be appropriate to make
businesses more focused on familiarisation
with the methods of providing information regarding
the effectiveness of such technologies. For instance,
the service contracts between providers and
beneficiaries of the technology can include the
so-called Service Level Agreement (SLA). This can
be a legally binding formal or an informal "contract"
(for example, internal department relationships).
SLAs commonly include segments to address:

a definition of services, performance measure-
ment, problem management, customer duties,
warranties, disaster recovery, termination of
agreement [39]. The company Cisco Systems,
Inc. implements the agreement on the quality of
service in its devices under the name Cisco
I0S IP and among the monitored metrics are:
Delay, Jitter, Packet loss, Packet sequencing, Con-
nectivity, Server or website download time [11].

On the other hand, managers and executi-
ves of the companies are aware of and would
expect from cloud computing (whether they are
planning to introduce it or not) certain benefits
that include: scalability and flexibility of services,
available online technical support, the ability to
work from home and access to corporate data
from anywhere.

A fundamental aspect of the extent to which
firms in the Czech Republic use or are planning
to use cloud computing, is the need for change,
which in the context of information technologies
they argue that they do not need it. Due to the
rapid development in mobile technologies and
predicted domestic and global trends, it is
expected that this attitude will change leading
to a greater use of cloud computing.

Conclusion

The aim of this paper was to characterise the
capabilities and benefits of the use of cloud
computing in Czech companies, the current state
of its use, to compare the degree of its deployment
in the Czech Republic, European Union
environment and on a global level. The aim was
also to assess the validity of the hypothesis: "Czech
enterprises consider cloud computing as an
important technology for their business and
they plan its implementation in the near future®.

Based on the analysis of the available
resources that characterise the prediction of
future development in use of cloud computing
on a domestic and on a global level, we can say
that there is a rise expected in the use of this
technology. Currently it is mainly used in the
USA, followed by Europe. World agencies
expect an increase in market share of cloud
computing in Europe by 5%. In the USA there
is already a decline expected. For the Czech
Republic a much higher increase in the use is
predicted (according to IDC by 43% year-on-
year). But the questionnaire survey, which was
conducted in 2013 among 200 Czech firms,
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talks about the interest in cloud computing in
units of percent. Czech companies do not know
this concept (91%, i.e. 191 of the total 208
respondents) and are not interested in the
introduction of cloud computing.

In 2012, the European Commission establi-
shed a strategic document entitled "Strategy for
the Integration of cloud computing in the European
Union" [18] which supports the introduction of
cloud computing in European companies and in
government institutions. The potential of cloud
computing and its potential benefits, especially
in the area of cost savings, are nationally known.
Its implementation, however, is mostly preven-
ted by an ignorance of the possibilities of this
technology in Czech enterprises. The surveyed
hypothesis of "Czech enterprises consider
cloud computing as an important technology for
their business and they plan its implementation
in the near future" cannot be confirmed.

This paper is published thanks to the
support of the internal projects of University of
Hradec Kralove: Economic and Managerial
Aspects of Processes in Bio-medicine and “Smart
Solutions in Bio-informatics” Grant Agency of
Excellence, University of Hradec Kralove,
Faculty of Informatics and Management.
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DEPLOYMENT OF CLOUD COMPUTING IN SMALL AND MEDIUM-SIZED
ENTERPRISES IN THE CZECH REPUBLIC

Petra MareSova, Vitézslav Halek

Globalisation is a phenomenon that is reflected in all spheres of social life. Information technologies
have a key role in globalisation. Thanks to them is possible to divide labour on a global scale,
monitoring and use of comparative advantages (for the raw materials, cheap labour sources,
effective demand) in their — that offer advantageous conditions. The technologies, which are
predicting significant future growth in cloud computing. Cloud computing is a set of information and
communication technologies in which IT resources are delivered in the form of services to external
users via the Internet.

The aim of this paper is to describe the use of cloud computing in Czech companies and
compatre its deployment to other countries. Characteristics of the use of cloud computing in Czech
enterprises are based on surveys conducted by local and international agencies and on their own
research. Their own research was conducted in the autumn of 2013. There were 200 respondents
from small and medium-sized enterprises across all sectors of CZ — NACE. Enterprises were asked
about their knowledge of the chosen technologies, the rate of utilisation, the expected benefits of
these technologies, or if they are interested in its deployment in the future.

As revealed from the results of this survey, many managers and business owners do not know
the term cloud computing and do not know which specific services and benefits can be expected.
Managers also do not feel the necessity to change the state of the IT department, so currently there
IS only a small proportion of companies that plan to implement cloud computing.

Implementation of cloud computing is supported ON a national and international level, savings
and benefits from the deployment of this technology are also evident. In this context, lack of
knowledge of this concept and low deployment of cloud computing in Czech enterprises is
a negative phenomenon.

Key Words: Cloud computing, business, research.
JEL Classification: M15, M21.
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