CZECH UNIVERSITY OF LIFE SCIENCES PRAGUE

CESKA )
ZEMEDELSKA
UNIVERZITA V PRAZE

FACULTY OF ECONOMICS AND MANAGEMENT

el Provozné ekonomicka
i fakulta

AGRARIAN PERSPECTIVES
XXIII.

THE COMMUNITY-LED RURAL DEVELOPMENT

PROCEEDINGS
of the 23th International Scientific Conference

September 16, 2014
Prague, Czech Republic



Czech University of Life Sciences Prague
Faculty of Economics and Management
© 2014

Agrarian perspectives XXIII. - The Community-led Rural Development
International Scientific Conference

Programme and organization committee:
doc. Ing. Luka¥ echura, Ph.D.

doc. PhDr. Jaroslamejrek, CSc.

doc. Mgr. Helena Hud#ova, CSc.

doc. PhDr. Michal Lo&k, Ph.D.

prof. Ing. PhDr. \éra Majerov4, CSc.
Doc. Ing. Lubo$S Smutka, Ph.D.

Mgr. Ing. Luka$ Zagata, Ph.D.

Sections

Economics

doc. Ing. Luka¥ echura, Ph.D.
Ing. Helenakezbova, Ph.D.
Dr. Derek Shepherd

Informatics
doc. Ing. Vaclav Vostrovsky, Ph.D.

Politics, psychology, rural development
doc. PhDr. Jarosla¥mejrek, CSc.

doc. Mgr. Helena Hud#&ova, CSc.

doc. PhDr. Lugk Kolman, CSc.

Editor:
doc. Ing. LubosS Smutka, Ph.D.

Technical editor:

Ing. Jii Jiral

Publication is not a subject of language check.

Papers in individual sections are sorted by authofsnames in alphabetical order.
All papers passed a double-blind review process.

ISBN 978-80-213-2545-6
ISSN 2464-4781 (Online); ISSN 1213-7960 (Print); IS SN 1213-7979 (CD-ROM)



Foreword

This year is the 23™ year of the annual conference Agrarian Perspectives. Title
of the conference suggests that this conference has always been an
opportunity for experts from different fields to get together and discuss issues
related to agriculture from various points of view. Starting this year, the
conference is becoming more problem-oriented in accordance with the
research lines of the faculty. This year the conference puts emphasis on
guestions related to rural development, next year it will be economic issues, in
2016 management studies, 2017 information technology in agriculture and
2017 guantitative methods in economics.

This 23@ year of the conference focuses on the “Community-led rural
development” (CLLD), which represents a tool for engagement of local citizens
in response to economic, environmental and social problems related to local
development. The CLLD in rural areas draws on more-than-20-year-old practice
based on the bottom-up approach. Since the early 1990s the LEADER initiative
has been developed to support many rural development projects which
induced life quality improvements, social inclusion, nature diversity, and many
other positive effects. CLLD can be considered as a multi-sector area-based
development strategy which is implemented through the partnerships of
various public and private partakers. It endeavors to avoid so called “sector
thinking“, to apply joint approach to local development and to implement an
integrated strategy of rural areas development utilizing local potential.

The conference aims to establish a platform both for theoretical discussions,
exchange of practical experience, and specification of business requirements to
be solved in collaboration with academic sphere. The conference focuses on
theoretical principles, institutional and policy Framework of the CLLD, transitive
processes strengthening sustainability of rural region, partnership of local
public, public administration, non-governmental organizations and companies
in rural areas, rural development and agriculture within the regional economy,
financial and economic aspects of CLLD, information support of community-led
rural development and a role of social networks.



The conference managed to attract participants from all different countries.
The plenary session has hosted three distinguished speakers that showed a
range of possible ways of looking at the CLLD, namely from academic, policy
and practical perspectives, due to the presence of dr. Andrew Copus (The
James Hutton Institute, Aberdeen, UK), dr. Michael Gregory (ENRD Contact
Point, Brussels) and dr. Radim SrSen (European LEADER Association for Rural
Development, Brussels). The following working groups hosted more than 40

participants from nine different countries. Their proceeding are presented in
this book.

Lukas Zagata
(On behalf of the Scientific Committee of the AP 2014 Conference)
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Thing Globally, Act Locally: the Experience of LEAD ER and
Challenges of Community-led Local Development both on
European and Grassroot Level

Radim Sr3#, Zbynsk Dubsky

1Jan Masaryk Centre of International Studies, Faaflinternational Relations, Unversity of Economic
Prague, nam. W. Churchilla 4, 130 67 Praha 3
srsenr@vse.cz, dubskyz@vse.cz

Annotation: LEADER method has proven itself to be very sudegsnd effective tool in rural
development policies in Europe in past 23 yearseBan this experience and in compliance with
the new trends of EU structural and cohesion pasiciEuropean Commission introduced a
"Community-led Local Development” as a new innoxatiool for the EU programming period
2014 - 20, a sort of 'LEADER across all Europeanc®iral and Investment funds’, especially in
relation to the rural development. This should giwere opportunities and power to local
stakeholders within local action groups to impletewore effective local development based on
multi-fund approach benefiting from the synergyeets of policies combined in the territory. It is
true to say that LEADER method is not being usext fis a part of rural development policies, it
has been already successfully used also in ciéggecially in relation to the social inclusion.
Moreover, many pilot projects have been succesgslalinched in developing countries, especially
in Africa and Latin America, and as a part of Elg@+accession policies. This makes LEADER to
be a successful and innovative tool of developni@npromoting global goals throughout local
actions.

Key words: LEADER, Community-led Local Development, multi-fillrEU legitimacy, territorial
dimension

JEL classification: R58

1 Introduction

European integration process has played an imgor@e in the development of the
European territory for more than 60 years, usineint tools and programs to ensure
peaceful and sustainable development of Europgedemoperation between countries and
nations, and cohesion of European regions. Amoswgntlain pillars playing key role in
achieving this goals have been regional, structaadiesion and agricultural policies.

Meanwhile, the European family has been extendamgicuously from 6 to 28 members and,
at the same time, the European integration prdoetfsdeepening and widening its scope. As
a result of all these processes, we have beengfaww challenges and looking for new
solutions all the time. One of the main principtdEEC/EU policies emerging over the years
have been “subsidiarity”. It ensures that decisians taken as closely as possible to the
citizen and that constant checks are establishedetidy that actions at Union level are
justified in light of the possibilities availablé mational, regional or local level. Specifically,
the Union should not take action (except in theasréhat fall within its exclusive
competence), unless it is more effective than adiaken at national, regional or local level
(Treaty on the European Union, Article 5, 1992).

Based on the multilevel governance model of theogean union (EU) and deepening process
of the European integration we are facing new ehgks related to the problems of EU
legitimacy and identity. As a result, we could aleea trend of strengthening public
euroscepticism and success of anti-European néisboaand populist political movements
arising across Europe (Diez, T. and Wiener, A., 300
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Over the 60 years of experience of European repidemselopment has brought many
instruments either as a recipe to contemporarylenab and, especially, to ensure that the
European goals are achieved effectively. One afgéhools being used in rural development
since the beginning of 1990°s is LEADER.

The goal of our paper is to analyse to what exiemt EADER methodology was successful
in promoting development of rural areas, if it @bblave contributed to build up legitimacy of
the European union and, at the same time, to defima challenges of LEADER/CLLD for
the future. Our hypothesis is: “LEADER has proven lie an effective tool of rural
development and can be evaluated as an instrurtrengghening legitimacy of the European
union”.

2 Materials and Methods

2.1 LEADER methodology

LEADER ( Liaison Entre Actions de Développement de I'Ecdadrurale; meaning “links
between the rural economy and development actiamsi)local development method which
allows local actors to develop an area by usingfidogenous development potential. It was
introduced by the European Communities in 1991 wiehLEADER | program financed from
the European the European Agricultural GuidanceGuarantee Fund (EAGGF).

The LEADER methodology is grounded on the followsayen key features which have to be
applied simultaneously (European Commission, 2006):

* An area-based approachtakes a small, homogenous, socially cohesivetaeyri
often characterised by common traditions, a lodehiity, a sense of belonging or
common needs and expectations, as the target@realicy implementation. Having
such an area as a reference facilitates the reomgnof local strengths and
weaknesses, threats and opportunities, endogeratestial and the identification of
major bottlenecks for sustainable development.

 The bottom-up approach means that local actors participate in decisionintak
about the strategy and in the selection of theripies to be pursued in their local area.
Experience has shown that the bottom-up approaciildhnot be considered as
alternative or opposed to top-down approaches frmational and/or regional
authorities, but rather as combining and intergctivith them, in order to achieve
better overall results.

» Setting up a local partnership, known as a ‘local eion group' (LAG), is an
original and important feature of the LEADER apmtoaThe LAG has the task of
identifying and implementing a local developmenmat&gy, making decisions about
the allocation of its financial resources and mamaghem. A LAG should associate
public and private partnerand be well-balanced and representative of thetiegis
local interest groups, drawn from the differentiseconomic sectors in the area. At
the decision-making level, the private partners asgbciations must make up at least
50 % of the local partnership.

 LEADER can play a valuable role stimulating new and innovative approaches to
the development of rural areas.Such innovation is encouraged by allowing LAGs
wide margins of freedom and flexibility in making@asions about the actions they
want to support. Innovation needs to be undersio@wide sense. It may mean the
introduction of a new product, a new process, a peganisation or a new market.
This common definition of innovation is valid farral as well as urban areas.
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* LEADER is not a sectoral development programme;ltival development strategy
must have amulti-sectoral approach, integrating several sectors of activity. The
actions and projects contained in local strategiesild be linked and coordinated as a
coherent whole. Integration may concern actionsduoted in a single sector, all
programme actions or specific groups of actionsmarst importantly, links between
the different economic, social, cultural, enviromta players and sectors involved.

* Networking is one of the main features of the LEADER appro&atthermore, it is a
very complex one in terms of objectives, tools, lenpentation methods, actors
involved and ways of meeting the needs of membRetworking includes the
exchange of achievements, experiences and knowdeiween LEADER groups,
rural areas, administrations and organisationsluaebin rural development within the
EU, whether or not they are direct LEADER benefieis. It is also about means of
transferring good practice, of disseminating inrimraand of building on the lessons
learned from local rural development.

» Cooperation goes further than networkinglt involves a local action group
undertaking a joint project with another LEADER gpo or with a group taking a
similar approach, in another region, Member Stateven third countryCooperation
can help LEADER groups to boost their local adcigt It can allow them to resolve
certain problems or add value to local resources. dxample, it can be a way of
achieving the critical mass necessary for a sme@fioject to be viable, or of
encouraging complementary actions. Examples inclodd@ marketing by Leader
groups in different regions whose areas share aiaation in a specific product
(chestnuts, wool, etc.), or developing joint tomrignitiatives based on a shared
cultural heritage (Celtic, Roman, etc.).

2.2 European background

LEADER method is defined and embedded within EWl&igpons and guidances. However,
its main principles are coming out of the stratdgizopean documents, i.e. Lisbon Strategy,
Lisbon Treaty and, especially, Europe 2020 Strateitfy 3 main pillars:

* Smart growth
» Sustainable growth
* Inclusive growth

The Europe 2020 Strategy responds to the Europedngbbal post-crisis challenge by
proposing seven flagship initiatives to catalysegpess under each priority theme:

* Innovation Union

* Youth on the move

* Adigital agenda for Europe

» Resource efficient Europe

* An industrial policy for the globalisation era
* An agenda for new skills and jobs

* European platform against poverty

Cohesion policy and its structural funds are seétagikey delivery mechanisms to achieve the
goals. However, the emphasis placed on growthnslai to that of the original Lisbon
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Strategy of 2000 which significantly failed to esthprevent or contain the crisis. There is a
risk that Europe 2020 Strategy will remain trappeda growth paradigm that ignores the
ambiguities and problems that obtain in reconcilitige principles of economic
competitiveness, social cohesion and environmeastatainability (Novy, Swiatek and
Moulaert, 2012). Reflection and learning from trestpis especially important because the
territorial dimension is fundamental to reducingpdirities in living conditions and working
opportunities between Member States and Regiong#B3009).

Priorities coming out of the Europe 2020 strateg/gvant to the strong support of LEADER
method include especially significant focuses otlovang areas: disappearing regional
disparities, social inclusion, importance of linkagbetween rural and urban areas, multilevel
governance and subsidiarity and inclusion of akseholders in the process of planning and
implementing integrated strategies of local develept.

3 Results and Discussion

3.1 Experience of LEADER

LEADER method has proved to be successful in p&sty@ars as a bottom-up process
promoting cooperation in rural areas, stimulatingcal economy and putting main
stakeholders - including civil society and the “pled - together to actively participate on
local development.

The quantitative evidence of LEADER as a “succédstuopean story” is evident from the
following table:

Table 1: LEADER as the European Union Program 1991-2014

Stage Duration Funds Budget (EUR) LAGs
Leader | 1991- EAGGF-Guidance, | 450 million 217
1993 ESF, ERDF
Leader Il 1994- EAGGF-Guidance, | 1.7 billion 821
1999 ESF, ERDF
Leader+ 2000- EAGGF- 2.1 billion 893in EU-15
2006 Guidance (+ 250 in the
Leader+type

measure 2004-
2006) in 6 MS

,Leader axis*“ 2007- EAFRD 5.5 billion 2 200 in EU-27
2013
2 6% of the
EAFRD funding
CLLD 2014- CSF Funds Min. 5% of EAFRD | 3 000?
2020 + ?2?7?

Source: European LEADER Association for Rural Developm@itARD), 2014

According to our opinion there are following keyimts which make LEADER successful:

 LEADER is able to mobilise, empower and involve Wigole rural economy: from a
traditional farm to a high-tech processing compdnyrural context, where human
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and other resources are scarce, this is partigulamportant. LEADER is a non-
political, transparent and open for everyone toaktshape the rural future.

* LEADER is a cost-effective way of renewing, divéysig and developing the rural
economy. For instance, in LAG territory in South-8¥/@art of Finland, with the
population of 45 000, they have been supportinggeeeration of 200 new jobs
during the programming period 2007-13, most of Wwhace in the services sector
where we have been lagging behind. In additioretieean extensive amount of local
enthusiasm and voluntary work powering LEADER foéeharge.

* LEADER is able to change the traditional top-downgal development mindset to
bottom-up. People on the ground start doing thbs®s$ themselves that they were
earlier blaming public civil servants and politieganot to do. LEADER also brings
in the long-term strategic thinking through the &b®evelopment Strategies that
collect the individual projects under an umbrelta &igger territorial vision.

It is true to say that most of the European locdioa groups have not been just LEADER
program implementation body, but have been rathecessful also as grant beneficiaries,
wide platforms for development and animation inrimal areas LAG or as a building stones
of partnership and strategies on regional level.

LEADER method is not being used just as a parthefEU policies but many pilot projects
have been successfully launched in developing cesntespecially in Africa and Latin
America, and as a part of EU pre-accession policides makes LEADER to be an
innovative tool of development policies and aid #mel European Commission is considering
the possibility of using it as a systematic tooitsfdevelopment programs in the future.

3.2 Challenges of Community-led Local Development

Based on the experience of application LEADER metkathin the rural development
programs since 1991, the European Commission hagoped to EU member states a
possibility of using an instrument of "“CommunitgtHkocal development” financed also from
other European Structural Investment Funds (E$HE-)from the European Fund for Regional
Development (EFRD), European Social Fund (ESF) Babpean Maritime and Fisheries
Fund (EMFF). Moreover, it has promoted applicatmnthis tool also in cities, i.e. city
districts, and within the urban-rural partnershiplawever, apart of the obligatory use of
LEADER/CLLD within the European Agricultural FundrfRural Development (EAFRD), its
financing from other ESIF funds is according to #@44-20 programming period regulations
just voluntary, not compulsory, and depends upamsdmn of each member state.

CLLD is one of the two instruments of new EU polify territorial dimension”, which has
been designed as one of innovative tools to rdaelybdals of Europe 2020 strategy. Thematic
EU interventions and structural and cohesion pegién past programming periods have not
proven to be successful in reaching EU goals, nvateoas a result of interventions, the
regional disparities were even growing. As a counsaqge, the contemporary difference in
GDP/capita between the most developed and pookésegion is 13X, the richest EU region
is 3x above EU average, the poorest one 4x beladvthere is significant and growing
polarization between rural and urban areas, edpetaCentral Europe — Bratislava, Praha
and Budapest being the most striking examples (OEZI13). As a solution, EU puts
pressure on integrated and inclusive regional andlldevelopment using the instruments of
Integrated Territorial Investments (ITl) and Comntyihed Local Development (CLLD).

ITI is a top-down approach focusing on strategtegnated investments to the area via using
combination of different EU funds and interventio®@ther main principles are similar to
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CLLD/LEADER: engaging all stakeholders into pubtidvate partnership, strategic
integrated development planning and delegatiom-@idvance planning, decision making and
financing to the hands of regional players, streaging the subsidiarity principle and EU
legitimacy and bringing effectiveness through sgwyeeffects. Moreover, both instruments
should be used in mutual compliance, ITI as top+tland CLLD as bottom-up principle.

Focusing on mechanism of implementing multi-fund LOILEADER in the new
programming period 2014-20, the following image destrates the ideal scheme of
implementation:

Image 1: Mechanism of multi-fund CLLD implementation

Project 1 ;
- ERDF

Running costs,
animation,
networking

possibly
through ,lead

Fund“

EAFRD
LOCAL DEVELOPMENT
STRATEGY
X EMFF
J
Project 3
EAFRD
Local action group
e
Local governments Local entrepreneurs Local NGOs, civil society

Source: European LEADER Association for Rural Developm@itARD), 2014

As we have already mentioned, use of multi-fund DILEADER instrument is voluntary for
member states and according to our research iféghauimplemented in 16-18 EU member
states, some of them combining just 2 or 3 out pbgsible funds.

And what are the opportunities and threats of usihgD multi-fund approach based on the
LEADER experience and discussions with managingatites of different member states?

LEADER has proven to be a successful tool of ra@elopment engaging all the main
stakeholders. The biggest opportunity of multi-fappbroach is, undoubtedly, to fully use the
potential of synergy effect and have possibilityinrgplement integrated local development
strategies using different funds. It has proverbéoappropriate especially for small scale
projects and simple for potential beneficiarieshdts distributed a large amount of small
grants widely to whole area, supporting local econoespecially micro and small and
medium enterprises, and effectively promoting lopedduction. It has great potential to
stimulate cooperation between all stakeholderfiénarea, encourage voluntary work and re-
find and promote traditions of the region. The potg implemented through LEADER are
usually quite cost-effective in comparison to thg jprojects implemented through standard
programs. As a consequence, successful LAGs slheutdble to reestablish feeling of identity
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and local pride in rural areas, i.e. among youngpfee bringing them back to rural areas and
inspiring them to participate on the local develeptn Finally, it fully supports the principles
of subsidiarity, fulfilling European and global ¢ge®dy local means, and good governance
and, as a result, it contributes to the EU legityna

On the other hand, there are also significant thredulti-fund CLLD/LEADER
implementation is not simple for managing authesiti however, simple implementation
schemes are not always the most effective onetgkés time and patience to establish
working CLLD/LEADER mechanism. The crucial issuec@ammunication between different
authorities on European, national and regionallJeagthis has not been that much required
within implementation of thematic programs. It mportant to define basic standards of
LAGs quality and processes across Europe and in gemnber state sensitively search for
optimal intersection between top-down and bottomapproach, trying to define as simple
and effective delivery schemes as possible. Itl$® @&ssential to make CLLD/LEADER
inclusive, not exclusive, i.e. to cover whole pai@narea by LAGs so that all possible
beneficiaries have the opportunity to use thisrimsent. Finally, monitoring and evaluation
are crucial parts of the program, there should d&feneld a clear set of both qualitative and
guantitative measures to ensure that all LAGs wwdperly and according to the key seven
principles of LEADER. Unless all the threats menéd above are not prevented, there is a
significant risk that the challenge CLLD symbolizass into failure.

4 Conclusion

LEADER method has proven itself to be very sucadsahd effective instrument of rural
development policies in Europe in past 23 yearseBaon this experience and in compliance
with the new trends of EU structural and cohesiaticies, the European Commission
introduced "“Community-led Local Development” as awninnovative tool for the
programming period 2014 — 20, widening the optionmplement LEADER methodology
across all European Structural and Investment fufkis gives a significant opportunity and
more power to local stakeholders within LAGs to lempent more effective local
development based on the multi-fund approach, ergeffrom the synergy effects of
combining together different policies in the temit. However, so far the implementation of
CLLD through ERDF, ESF and EMFF funds is voluntand not all member states will use
this opportunity in the new programming period 20120, especially due to the threats
CLLD is facing. They are connected especially with setting of implementation schemes
and delivery mechanisms as well as ensuring quality AG strategies, processes and
activities, based on effective monitoring and eatihn schemes. Czech Republic will be one
of EU flagships in CLLD implementation and, themefoobserved very carefully how it uses
the opportunities and faces the threats of thiovative tool. Its success would be an
important precondition for wider use of CLLD acr@ssrope in future, its failure would mean
a serious step back in decentralization of EU rpadicies.

It is true to say that LEADER method is not beirggdi just as a part of rural development
policies, it has been already successfully used adscities and as tool of development

policies in developing countries. LEADER methodgldgs developed into a successful and
innovative tool for promoting European and globadlg throughout local actions and, in line

with EU strategies, fully supports the principles subsidiarity, good governance and

democracy and, as a result, significantly contebuto strengthen the legitimacy of the

European Union.
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'Local buzz’ or ‘organised proximity’ — getting the balance
right in community-led rural development

Andrew Copus
Social, Economic and Geographical Sciences Grolg,James Hutton Institute, Craigiebuckler, Abendee
AB15 8QH, Scotland, UK.
andrew.copus@hutton.ac.uk

Annotation: Addressing “functional region failure” is of coersnly one of a range of arguments
in favour of adopting a CLLD approach in preferetzenore conventional horizontal or sectoral
policies. These include advantages associated intggration and coherence, sensitivity to
regional specificities and the full range of teial assets, multi-level governance and the
strengthening of local capacity. These will conéirta provide a justification for neo-endogenous
and place-based approaches to rural developmenkrtiieless the literature cited above should
give cause for reflection about CLLD relocalisatistnategies which fail to take account of the
increasing complexity of the spatial organisatidnegonomic activity. Rural economies are
unlikely to thrive on the basis of “local buzz” aky they must find ways to develop “organised
proximities” across a range of spatial scales,itigkhem into networks which can extend their
markets and provide access to sources of innovation

Key words: Community-led rural development, balance, econdawal buz, organized proximity

JEL classification: R58

Introduction

In my contribution to your conference on communég-rural development today | would
like to make two observations about the recent ngeswf interest in local development
models generally, and in urban-rural relationsimpgsarticular.

The first is to suggest that there is a danger loé fopularity of urban-rural
interaction/cooperation approach being characirieg the same shortcomings which
Lovering (1999) ascribed to the New Regionalisng amore recently Harrison (2007) has
associated with City Region ideas, i.e. that tlmwog conducted in abstract was not
adequately tested in relation to empirical reditieut that this had not restrained its use as a
basis for normative policy recommendations.

The second is to suggest that the particular ddiagerg community-based rural development
is an excessive concentration upon local embeddsdnehe neglect of the equally important
issue of the increasing potential benefits of et&on within a wider spatial, or even aspatial,
relational context. Clearly the history of the LEBR ethos means that supporting
endogenous growth processes will play a key roleiial CLLD. However the temptation to
turn the clock back and attempt to recreate a kjrglgeter, less brutally competitive Utopian
local economy, shielded from globalisation, mustrésisted. The design of CLLD needs to
take full account of a wide range of interactioasross all spatial scales, and taking full
advantage of the selective abrogation of geograplpioximity constraints. | will illustrate
these points with particular reference to the ofleural-urban relationships in CLLD.

Policy tails and analytical dogs

The English expression “the tail wags the dog” dbss a situation where the customary
driver of a cause and effect relationship is resrd.overing uses this expression to sum up
his view of the “New Regionalism” literature of thete 1990s as follows: “It is impossible to
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resist the conclusion that the policy tail is wagpthe analytical dog, and wagging it so hard
indeed that much of the theory is shaken out” (1;3%90).

Lovering's view (later applied to City Regions byaitison 2007) is that New Regionalism
ideas were developed in abstract, rather than feampirical analysis, and that they were
being used as normative policy guidelines withaeihg fully validated by studies of the real
world. The academic discourse was being driven diicy requirements, and indirectly, he
suspects, by powerful economic and political irdeseThe proponents of New Regionalism
were not all equally culpable in this; some “Sopbéates” were careful in their writings to

maintain logical integrity within the abstract sptneOn the other hand “Vulgarians” freely
applied abstract ideas to real (and much more aaxhpkgional development issues with
scant regard for empirical validation.

Rural development research is also vulnerable &sehkinds of threats to its integrity.
Examples of tails wagging dogs are not hard to.fir@ example, some would argue that the
original imperative to develop multifunctionalitys aa concept was the need to justify
continued support for farmers within the contextWsTO pressure for greater exposure to
world market forces. Thus, according to Delgardalgf2003); “The term was initially used
by the EU as a simple ideological pretext in thellddnium Round negotiations...”.
Similarly, Huylenbroeck and Durand (2003 p1l) stat “...the EU has adopted the concept
of multifunctional land use as a central principle legitimate further support to
agriculture....” The message | would like to takenfrthese examples is simply that the same
caution needs to be applied to the increasinglyufaspconcept of Community Led Local
Development (CLLD). As academic researchers we neddke care to avoid the errors of
both the Vulgarians, and the Sophisticates, by amatp our theories and policy paradigms
firmly in an awareness of the changing empiricalites of rural Europe.

In the following sections | will provide a briefdtory of the evolution of theories and policy
practice in relation to rural-urban relationshipsjminating in the concept of “functional
region failure” which apparently underlies receity-cegion and rural-urban cooperation
initiatives. This is followed by a review of receheorising about the changing role of space
in rural economies and patterns of interaction,dileg to a consideration of the
“relocalisation” approach. Consistent with my cédr greater emphasis upon empirical
evidence, | then propose a classification of urhaat linkages, and highlight the differences
in their geography. This leads me to advocate &trad audits of interaction patterns as a
basis for selection between three different potiaydes, addressing different patterns/scales
of spatial behaviour. The paper concludes withitenagion of the key lessons for CLLD.

The rise, fall, and resurrection of urban-rural rel  ationships as a rural
development tool

The theoretical discourse on rural-urban relatigpgshand how they may be manipulated for the
benefit of rural areas was initially (in the 19%0%l ‘60s) focused upon economic aspects, and
was ‘normative’ in approach. Key ideas were thenghopole theory of Francoise Perroux
(1955) and Jacques Boudeville (1966), and the catimel causation model of Gunnar Myrdal
(1957). The work of Walter Christaller and Augusisth on Central Place Theory, during the
1930s and 1940s, was also very influential in thekground.

Over the next couple of decades policy experieraseth upon these ideas was rather mixed
(Higgins 1983, Parr 1999). The original clarity rationale was gradually lost as it filtered
through policy documentation, and by the early ¥98tere was relatively little research
activity in this area. Writing in the US in the at980s Higgins (op cit p9) complained that
“Reference to growth pole and growth center doetisymade, in loose form, to justify the
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policy of decentralization and the emphasis on kmities. Little hard analysis has been
conducted of how diverting growth from capital egiand other metropolitan centers to rural
centers, "growth centers,"” small towns, and midilted cities is supposed to promote
development. Terms are used without definition. n.’alUK context Paul Cloke (1979, pvii)
observed that although “both planners and ruraplgebad been until recently, operating on
the basis of “total blind faith” within a “fog ofjnorance”.... This theoretical vacuum seems
to be still with us, accompanied by a worrying s@grof empirical evidence for the benefits
of urban-rural interaction.”

The revival of interest in rural-urban interactican be traced to the European Spatial
Development Perspective (ESDP) of 1999 (CEC 1983his document, strengthened urban-
rural relationships were associated with the conoéfpolycentric development”. One of the
ESDP’s recommended policy options, (Ibid p25) was“strengthening small and medium-
sized towns in rural areas as focal points foraegi development and promotion of their
networking...” The term urban-rural cooperation wasdito describe the nurturing of urban-
rural relationships in a policy context (Zonnevaltl Stead, 2007, p440). This approach was
subsequently taken up by the Study Programme oopean Spatial Planning (SPESP) and
its successor, the European Spatial Planning Oatew Network (ESPON) (Schneidewind
et al 2006; Bengs et al., 2006). As a consequetiee,ideas found their way into the
INTEREG I1ll programme (Zonnevelt and Stead 2007,téffeout and Stead 2007), the
Territorial Agenda (COPTA 2007), the Fifth CohesiRaport (EC 2010) and the Territorial
Agenda 2020 (TA 2020) document (COPTA 2011).

European Commission interest in urban-rural reteigps was reflected in a series of
seminars in 2008 and 2009, and (in 2011-13) a jeisgarch initiative with the OECD, under
the title “RURBAN". The latter also culminated iwd conferences, in Metz in 2012 and in
Warsaw in 2013 . During 2012, DG Regio producecetrges of short promotional videos,
(available through its website ) providing spec#iamples of how rural-urban relationships
could be enhanced for the benefit of both rural arshn areas. These examples, and the
report produced for the RURBAN initiative (Kawka &k, 2012) show that the concept
materialised predominantly as a form of territonégration of governance.

The rising popularity of the urban-rural relatiogbooperation concept among spatial
planners and the regional/cohesion policy communeg paralleled by an increasing use of
the term “city region” in some Member State corgefkdarrison 2007, Rodriguez-Pose 2008;
Caffyn and Dahlstrome, 2007), and by “relocalis@tiand “sustainable rural development”
concepts among rural development academics (Sommiddlarsden 2006; Marsden 2009).

Functional Region Failure

Urban-rural cooperation and city region approadiese the assumption that urban areas are
the engines of growth, and that rural areas degrofeagglomerative advantages, are largely
passive recipients of spread effects, which mayehbanced through collaboration in
governance. For example, in the TA 2020 documeampraing to Mendez et al (2011, p68)
“cities are seen as motors of smart, sustainabte iaclusive development and attractive
places to live, work, visit and invest in. ...Urbamal interdependence should be recognised
through integrated governance and planning basgrhdnership.”

The TA 2020 document itself argues that multi-sedtapproaches can “support balanced
urban-rural relationships and strengthen natunattianal relationships within the territory,
i.e. "catchment” or "commuting” links between pladelfilling different social and economic
functions” (COPTA 2011 p66). It later becomes clagwat the TA 2020 authors believe that
the need for urban-rural cooperation derives frdiailare of urban-hinterland relationships to
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keep up with developing cities, (for reasons whae not clear), but which may be
compensated for by cooperation between local gewemin urban and rural areas:

“The recent economic crisis underlined the interelelence of regions. This applies
particularly for urban-rural relations... While citeeare the main motors connected directly
to the European and global networks, rural areasrdndo be well connected to the city
network. Peripheries and rural areas with a highash of vulnerable groups particularly
need to have sufficient connections to centres..iftkasifying relations between cities and
the rural territories surrounding them call for dsning the connections and cooperation
between urban and rural territories, between citeasl their regions... Small and medium-
sized centres might have a crucial role in thigdfi@ rural areas; therefore it is important to
improve the accessibility of urban centres fromatuterritories and so enhance people’s
access to job opportunities and services of genatatest.” Ibid p81.

Aspects of this diagnosis are echoed by the ESPO®II fFeport (Lennert et al., 2010), which

argues that larger metropolitan areas tend to be rlosely integrated into global networks

than hinterland towns. This is conspicuously theeca the former socialist states of Eastern
Europe, where capital cities have experienced @ tapnsformation, leaving the more rural

surrounding regions behind. This process may perbapsummed up by the term “functional

region failure”.

It is not clear that the functional region failurgpothesis is based upon, or has been tested
with, a significant body of empirical analysis, a range of geographical contexts. This
may shed light on, for example, whether it is pafarly a transitional phenomenon, or
whether it is more ubiquitous. It is thus not imraudrom the accusation of being policy led.
Furthermore it seems to take insufficient accouna ®ody of literature, to which we will
shortly turn, regarding changing interpretationsgdice and proximity.

Relocalisation and Sustainable Rural Development

In the context of rural development Marsden (20€%) others, have advocated -“Sustainable
Rural Development”. Key components of this are rhwittionality, short supply chains,
quality products, and new forms of marketing. Ralsation brings with it environmental
and resource conservation benefits, and (ideakypqilds local human and social capital.

Sonnino and Marsden (2006) argue that Sustainalnal Revelopment (“relocalisation”) has
taken off in some parts of Europe (including Itali@gions) more successfully than others,
and that it is essentially competing against whatdey et al (2008) term “para productivist”
agriculture, (“delocalisation”). The key differenbetween the two forms of development is
the extent to which they retain economic benefitshe countryside, rather than transferring
them to globalised markets.

Thus “the new rural development paradigm... distisgas itself from post-productivism in
the emphasis and autonomy it promotes for a reitotest agricultural, fibre, energy and
land-based rural sector... In contrast to the dontireggri-industrial model that tends to
assume atomistic farms and neoclassical farmeesyutal development model suggests a
recreated potential for symbiotic interconnectednastween networks of farms and farmers
in the same locale and regions. This is based tiprassumptions in the associational and
institutional economics literature... and bears rgiee spatially to the emergence of more
collaborative city—regions in which towns and atieecast their ecological production and
consumption chains within their own rural hintedan.” (Marsden 2009 p121). Thus
relocalisation parallels the city region approashaaresponse to functional region failure.
Once again, more empirical evidence would be requio establish its wider applicability
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across a range of European contexts, althoughgeashell see it explicitly acknowledges the
changing role of proximity and physical distancepatterns of rural economic activity. It is to
this subject that we now turn.

Changing interpretations of space and proximity

In 1997, the economist Frances Cairncross publishgabk entitled “The Death of Distance -
How the Communications Revolution Will Change Ouwrds”. In the same year, Jean-Pierre
Veltz, observed that the economic landscape waddnger well ordered by distance” and
that “the territory that counts is more and more trritory of social interaction, not merely
of physical proximity”. More recently, Tallman €t (@004) expressed this fundamental shift
in the forces which govern patterns of economigvagtas follows: “As the construct of
closeness changes in the post-industrial econontdyaa firms begin to relate to other firms
that are close relationally—through networks ofaalkes—or virtually—through intensive
information exchange—the relevant concept of spawy move away from physical

geography...”

Different academic disciplines have articulatedrtbaderstanding of the implications of this
fundamental change in a variety of ways, each witdlistinctive vocabulary. For example,
geographers and regional scientists have obsehatchs the cost of overcoming distance is
reduced by technological changes in transport awxdnwunications, physical/geographical
proximity is losing its role in the spatial orgaation of economic activity (Bathelt and
Gluckler 2011). Economic and social life is becogilibberated from the costs associated with
Euclidean distance, and what is now important areus kinds of relational, or “organised”,
proximity (social, administrative, knowledge-baseclltural, institutional); collectively
known as *“organised proximity” (Torre and RalletO8) Boschma 2005). Patterns of
economic activity are progressively freed to stoftvards new configurations in which the
key relationships are no longer determined by agglation, but instead connect enterprises
and other actors in “relational space”.

Another vocabulary including the term “glocalisatip originated in political economy.
Swyngedouw (2004) noted concurrent tendenciese gl 1980s, in both the organisation of
economic activities and in governance, for an iaseein importance of both local and global
scales. Post-Fordism had been associated not atthyglobalisation, but with “industrial
districts”, “learning regions”, and “milieux innoteur”. Thus “...intensifying competition on
an expanding scale is paralleled exactly by thergemee of locally/regionally sensitive
production milieux. Yet, these localised or regised production complexes are
organisationally and, in terms of trade and othetworks, highly internationalised and
globalised. The insertion of firms in a dense neknad particular regional production milieux
is part and parcel of a strategy of globalisation global integration. ...Companies are
simultaneously, intensely local and intensely gld&®wyngedouw 2004 p38). Glocalisation
implies that economic and social networks tend jtonp scales” (to use Swyngedouw’s
term), so that the traditional urban hierarchyyipdssed.

More recently the term “translocal” has been ugethe context of migration and business
networking (Hedberg and Carmo 2011). The businessaork literature has also featured a
debate over the relative importance of local embdddss, composed of a dense mesh of
frequent local interactions, versus less frequent @xtenuated links with actors outside the
local area, termed “weak ties” by Granovetter ()985s usually argued that embeddedness
is important for day to day support, whilst globatkages provide strategic market
intelligence and knowledge to fuel innovation. Bdthet al (2004) have coined the term
“local buzz and global pipes” to convey this cortcep broad consensus has emerged that
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both kinds of linkages are important (Bosworth 20R@8lantaridis 2006, Kalantarides and
Bika 2006, De Noronha Vaz 2006), but the balancevéen them varies considerably
according to the kind of activity, characteristadghe locality and so on.

To return to “Sustainable Rural Development” Marsdegues that “What is clear from our

research evidence in Europe as well as beyondhaisittlis possible to rebuild differentiated

rural development in ways that increase interastioith the external economy at the same
time as maximising the ways in which more econoamd social value can be fixed in rural

spaces....”(op cit p121). Thus the re-localisatioprapch shares with “glocalisation” the

disruption of hierarchical urban-rural relationsghiput instead of “jumping scales”, the shift
is primarily towards greater regional self-suffioby.

Deconstructing urban rural relationships

In the final section of this paper | should like feturn to the need to ground theory in
empirical realities. | will do this by attempting tatalogue the changing components of
rural—urban interaction, highlighting their changspatial characteristics, and considering the
implications for urban-rural cooperation and CLLDdo not claim an adequate empirical
basis for the following discussion, but proposasita possible framework for further research.

Local economies, like city regions (Harrison 208i& social constructs, and all too often, due
to the paucity of empirical evidence “objects of stgyy”. Exactly half a century ago
Dickinson (1964: 227) stated “This concept of tlitg-cegion, like all concepts, is a mental
construct....The concept of the city-region can obé/ made specific and definable, as a
geographic entity, by reference to the precise amedl extent of particular associations with
the city.” According to Harrison (2007 p267?) “théatlenge for economic geographers
remains — to study emerging state spaces (suchtyaegions) and position them within an
increasingly complex territorial, networked, anthtenal world”.

One way to respond to this challenge is to clagkiéyrange of different kinds of urban-rural
interaction together with their characteristic gamipy. A number of classifications exist
(Nordregio 2002, Zonnevelt and Stead 2007, Bengsle2006). Table 1 elaborates a
classification of types of rural-urban interactiarhich draws heavily upon the work of
Piacentino and Trapasso (2010).

Space will not allow a detailed commentary on i types and ten sub-types. Nevertheless
it is hoped that they illustrate the fact that manfythe relationships which are commonly
proposed as a basis for urban-rural partnershiipslare less and less likely to involve
contiguous “hinterlands”. Instead they may eithenreect “generic” rural and urban areas
which are not necessarily adjacent to each otlighey may be more completely ‘footloose’,
not requiring any distinction between urban andlufFor example farmers and other rural
businesses generally engage in transactions with boban and rural customers and
suppliers, but not necessarily local ones. Ruraleaion and tourism by urban people is by
no means restricted to the immediate vicinity of thome city. Planting trees for carbon
capture cannot be directly linked to emissions fitve neighbouring urban areas, and most
rural renewable energy is distributed via a nafigad. The ten sub-types of urban-rural
relationships described above each has a diffgpetential in terms of “contiguous” or
“ubiquitous” benefits.

CLLD interventions designed to enhance interactiithin and without functional regions

require a better understanding of current inteoactatterns, and the way in which they
support or inhibit local development. The abovenieavork could provide a starting point for
a basic audit of the profile of flows which coulddin to address this evidence gap.
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Table 1: Types and sub-types of urban-rural Interaction, based on the OECD classification

;rrlytzera()(ftion Sub-type Key recent trends
1. Demographic (a) Urbanisation (rural-urban migration). Still a live issue in extreme N of Europe, some NMS and
Linkages Mediterranean regions.

(b) Commuting and Counter-urbanisation Longer distance commuting. Commuting mixed with home
working. Counter urbanisation the dominant trend in Central
and W Europe

2. Economic (a) ‘Central place’ consumer relationships. Commuting disrupts CP hierarchy. Increased mobility extends
transactions and ‘range’. Rise of internet shopping.
innovation (b) Exchanges of goods and (private) services Polarisation between (mainstream) globalisation, translocal
activity between rural SMEs and nearby cities networks, increasing food miles and (minority) relocalisation,
short supply chain etc. response. Rise in service sector.
Development of hub-based logistics.
(c) Diffusion of knowledge and innovation Improvements in broadband and other communications.
between countryside and nearby cities
3 De'llvery.of (a) Delivery of urbaﬂ_—based SGl to rural Drive for efficiency and cost effectiveness (associated with
public services households and businesses. Also access of i ¥ - : g .
R privatisation) — but also rise of innovative delivery solutions.
rural areas to urban SGI access points

(b) Public transport availability in rural areas. Drive for efficiency and cost effectiveness (associated with
privatisation). General reduction in public transport availability
outside urban areas.

4. Exchanges in (3) Access to countryside for leisure and Increasing car ownership — increasing short break tourism.

amenities and recreational use by urban residents. Reduction in ‘within hinterland’ tourism and leisure — main

environmental vacation abroad.

goods (b) Rural areas as sources of water supplies, Increased interest in carbon capture. Increasing volume of
carbon capture, waste treatment. waste together with stricter rules about disposal.

(c) Rural areas as sources of renewable energy. | Much interest, substantial long term potential, but short term
risks due to market fluctuation.

Source Copus (2013)

Reflections on the implications for CLLD

Both ‘deconstruction’ of the concept of urban-ruralationships, and consideration of the
changing nature of proximity, point to a degreeaplexity and ongoing change which are
incompatible with simplistic definitions of funchal or city regions as frames or “containers”
for rural-urban CLLD interventions.

Three distinct ‘modes’ of intervention may be eaged. The first is a version of
conventional urban-rural cooperation, based onctional regions’, whilst the second and
third are hybrid types which acknowledge the desirgpimportance of contiguity and
physical proximity.

Mode 1: Thematic City Region measures. Recogniticthe complexity and transitory nature
of current patterns and structures points to a #tienapproach to rural-urban cooperation, in
which objectives, intervention logic, the internvent geography, and implementation
activities are clearly and explicitly specifiedrglation to an aspect (or aspects) of interaction
between the countryside and urban areas. Such ticemizrvention should be focused on
forms of interaction for which proximity or contigy remains important. A good example
would be intervention to improve rural access twises (both private and public) or creation
of relocalised food supply chains.

Mode 2: Cooperation between Generic Urban and Ruatalgories. This form of intervention
would support interaction between generic urban andl categories of space, without
constraining them to link contiguous areas. An ggl@mvould be a (national or international)
initiative to connect urban consumers to ruraldesand tourism providers.

Mode 3: Fostering Organised Proximity in Rural Ared@his approach would seek to build
‘translocal globalisation’ through interventionssaged to nurture and extend the scope of

21



organised proximity interactions by rural business&n example would be the ‘match-
making’ type of business network brokering (Copual011).

Table 2 suggests how the three modes of intervenbate to the types of interaction
discussed earlier. Further details are provide@apus (2013). It is important to stress that
the examples provided are intended to be illusteatiather than comprehensive.

Table 2 Modes of Intervention by Type of Interaction galicy Issue

Modes of intervention
Principal Polic semgrie i it
Toe Sub-type Issue ?o be ! AP U - . - ; (I")-
Interaction P e cooperation Thematic | Generic Foster.mg
interventions... U-R U-R Organised
Coop. Coop Proximity
Regional disparities Relocation of public
@) | n| v | v
R (depletion of sector employment in
i Urbanisation. )
1. Demographic marginal areas). rural areas.
Linkages (b) Commuting | Regional disparities Investments in or
and Counter- (congestion of peri- better coordination of v
urbanisation. urban areas?). suburban transport.
Support for
(a) ‘Central ) upp . .
W Degradation of community/social
P private services in enterprises to run \/ \/ ?
consumer ) o
) ) smaller centres... private services in
relationships.
T rural areas.
i ; (b) U-R Leakage of value “Matchmaking”
transactions ) giains
Y - exchanges of added, employment | service to build links 2 ® 4 7
and innovation v
e goods and etc. from rural between urban and
activity -
services. areas. rural SMEs
(c) U-R Dissemination of
Diffusion of Lower technical and market " 4 J
knowledge and | competitiveness... knowledge through U-
innovation. R business networks.
Innovative service
; ) 5 i delivery options in
(a) Delivery of Regnor?al dlspantles s ® i 2
SGI. — quality of life... - =
" (community based,
3. Delivery of g
; . using IT etc)
public services - -
Strategic planning of
(b) Public Regional disparities public transport to v
transport. — quality of life... ensure better U-R
linkages.
(a) Leisure and Need for Marketing of rural
: diversification of the | leisure and recreation v ?
recreation. ) »
rural economy. in urban centres.
4. Exchangesin | (b) Resources Sustainable waste
amenities and and waste disposal, sustainable | Strategic cooperation \/ \/
environmental disposal. use of resources... between urban utility
goods Sustainable energy providers and rural
(c) Renewable production, climate land holders/planning F 2
energy. change amelioration | authorities. .
and adaptation.

Source Copus (2013)

Conclusions

Addressing “functional region failure” is of coursaly one of a range of arguments in favour
of adopting a CLLD approach in preference to moosaventional horizontal or sectoral
policies. These include advantages associated intiélgration and coherence, sensitivity to
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regional specificities and the full range of temal assets, multi-level governance and the
strengthening of local capacity. These will conéinto provide a justification for neo-
endogenous and place-based approaches to rurdlopesent. Nevertheless the literature
cited above should give cause for reflection al&gitD relocalisation strategies which fail to
take account of the increasing complexity of thatigph organisation of economic activity.
Rural economies are unlikely to thrive on the ba$i$ocal buzz” alone, they must find ways
to develop “organised proximities” across a randespatial scales, linking them into
networks which can extend their markets and proam®ss to sources of innovation.

Avoiding relocalisation strategies based on outdiatereotypes of urban-rural relationships is
just one example of the risks inherent in polioy-tesearch, and concepts or paradigms which
derived from political arenas, rather than from erogl analysis or observation. Fashionable
terminology is beguiling, and our dependence upablip funding may tempt us to accept
normative concepts or approaches rather than guesgi them and testing them in relation to
empirical realities. To add to the challenge ihéxessary to be forward looking, sensitive to
current trends, and as best we may, anticipatedutnes. Anachronistic stereotypes are a
poor basis for future policy strategies.

Acknowledgement | am grateful to Bill Slee for very helpful comnte and advice on an
early draft of this paper.
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Do local people know regional brands in their home
region?

Michaela Antouskova
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Annotation: Bottom-up approach of the regional policy comes$ fwom natural and cultural
potentials of regions and local people initiatividsing potentials of the region, regional specifics
and local people work can be seen in the regioraiding system. Regional branding facilitates
promotion of rural regions. It contributes to deymhent of sustainable tourism by providing
tourists with opportunities of buying desired onigii regional products. Buying local products
reduces environmental burdens because transpdaindes are much shorter. The first regional
brands in the Czech Republic arose in the regiéh&konose, Beskydy and Sumava. Nowadays,
there are twenty-four regional brands in the Cz&wdpublic and they are managed by the
Association of Regional Brands. All products widgional certification have to meet the criteria
of regional origin; quality; environmental friendéss; excellence of a region (relation to regional
traditions; hand-made products; local materialsduige production, regional motives; or other
characteristics of excellence). Regional products eertified in five categories — handcrafts;
agriculture products and foodstuff; natural produeiccommodation and restaurant services; and
experience. Local or regional branding systemsbeafound in almost all European countries. In
the Czech Republic, the regional branding system sugported from the European Social Fund
within the Operational Programme Human Resourcé® dim of the presented paper is to
investigate the knowledge concerning regional bsaanttl to identify differences in the knowledge
of local people and tourists. The research is fedusn knowledge of certified foodstuff and
agricultural products. Conducted research showsotfig 25% of local people know over a half of
the products and know about the certification, 7@R4tocal people know over a half of products
but they do not know about their certification &% of local people do not know over a half of
products at all.

Key words: Region, brands, KrkonoSe, Podkrkonosi, knowletiggstic regression.

JEL classification: Q13, M37.

1 Introduction

On the market it is possible to find many produstsich represent the region of origin.
Nevertheless, the relation between products and filace of origin is more complex.
Perception of a region can influence symbolic diesliof physical products, and conversely,
immaterial qualities of products can influence peton of the home region (Clifton, 2014;
Liu and Johnson, 2005). Empirical studies, e.gsdredrin (2010) or Jansson and Power
(2006), prove that places with strong brands areensoiccessful in attracting businesses.
Brands associations help consumers retrieve thedbiram their memory, facing a choice
among many brands (Aaker, 1996). Cadilova (201hsadtiat branding enables effective
advertising and promotion for producers and retaigand it opens new possibilities within the
region as well as outside of the region.

Regional branding is applied also by the Europeamot especially in the field of
agriculture. The agricultural policy, which intends promote quality over quantity
(Antouskova, 2014), leads to development of gedycap indication (Gl). Gl is a tool which
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protects the geographical origin of agri-food pragdyu and it also encourages producers to
diversify and to focus on quality (Clifton, 2014).

To promote the place of origin of agri-food prodydinancial support of the European Social
Fund was used in order to form an internationatfg@an for introducing a regional branding
system and its concept (Cadilova, 2011). The CEsbublic has joined these projects, and
the first regional brand helped to establish theog&gtion of Regional Brands. The first
brands for regional products in the Czech Repubbice: KrkonoSe, Beskydy and Sumava.
Nowadays, there are twenty-four regional brandthen Czech Republic. All products with
regional certification have to meet the criteria w#gional origin; namely: quality;
environmental friendliness; excellence of the ragicelation to regional traditions; hand-
made products; local materials used in productiegional motives or other characteristics of
excellence). Regional products are certified inefigategories — handcrafts; agriculture
products and foodstuff; natural products; accomrtiodaand restaurant services; and
experience.

The paper focuses on products in the certifiedgomteof agriculture products and foodstuff
and aims to investigate the knowledge of existasfceegional brands. The paper examines
especially the differences of knowledge betweeallpeople and tourists.

2 Materials and Methods

The research was conducted in the KrkonoSe andrikauthSi regions. To investigate and to
compare the knowledge of existence of regional dsarocal people and tourist were
interviewed in the studied regions. The resulthgead from the interviews were examined
by logistic regression.

Studied areas:

KrkonoSe - The regional brand “KrkonoSe originabguct” involves twenty-five products.

Eighteen of all products are hand crafts, six potglare in the category of foodstuff and
agriculture products, and there are two naturadpets (Mead of Giant Mts. is in both
categories).

PodkrkonoSi - The Regional brand “PodkrkonoSi aagiproduct” involves twenty-five
products. Five of all products are hand craftsyesieproducts are in the category of foodstuff
and agriculture products, and there are nine ngbuoaucts.

Data sources:

In order to meet the predefined aims of the re$eanterviews of local people and tourists
were conducted. The respondents were questionedt aheir knowledge of regional

branding, especially they were asked whether thegwkthe KrkonoSe and PodkrkonoSi
regional brands. They were also asked to name adwonal brands if they knew any.
Subsequently, the respondents were offered a flistedified products in the category of
foodstuff and agricultural products (see Table t)l asked to classify their knowledge
concerning these products by using three categ@rie®w this product and | know about its
certification; | know this product but | do not kmabout its certification; | do not know this
product at all).
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Table 1.List of products

Product name Product name

KrkonoSe Mead Beer Tambor

Dairy Products From Kuiice Raw Milk From Holovousy

Coffee VOLKAFE Kuks Wine

Beer Fries Kubista Hické Trubitky

Meat Products From Studenec Real Cider From Podkidio

Czech Garlic From Podkrkonosi Garlic From Osttbm

Horické Trubitky Hand Made Bakery Products From Svamberk
Goodwater White And Red Sauerkraut PodizvMead

Pretzel From LazhBélohrad

A list of products was provided to the respondéogether with some information about the
producer of products, in order to enable resporsdentasily identify the product. Finally,
personal questions were asked, including the indtion about the living place, to identify
tourists and local people Totally 430 respondents were interviewed, intlgd240 locals
and 190 tourists.

Logistic regression:

Logistic regression was applied to identify the daf knowing products with regional
branding. Three models were developed:

Model 1: In (I know this product and | know abots certification) =o + 1 (tourist/local) +
B2 (sex) #33 (age) + e

Model 2: In (I know this product and | do not knaabout its certification) =u + B1
(tourist/local) +32 (sex) 33 (age) + e

Model 3: In (I do know no this product at all)o=t 1 (tourist/local) {32 (sex) +33 (age) +
e,

wherea is constantp is coefficient of dependent variable, and e isret@rm.

The independent categorical variables were subséigueoded according to the studied

variables. Local people were coded as |, the retere€ategory being tourists. Sex was coded
as: m — male, the reference category being femdge.was a continuous variable. To test the
developed model Chi — square test, Cox&Snell R Bgaad Nagelkerke R Square were
applied.

3 Results and Discussion

The research conducted about the knowledge ofmaflwranding and product certification in
the KrkonoSe and PodkrkonoSi regions proves tHheda&nowledge concerning products and
their certification, for both local people and tsts. Local people (65.3%) and tourists
(24.2%) know about certification of Hoké Trubiky, which has the highest knowledge of

! Respondents living in KrkonoSe or Podkrkonosi
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all products. The lowest knowledge about certifaratis registered for Real Cider from
PodkrkonosSi. A prevailing number of products arewn to local people, however, they do
not know about their certifications. Tourists oft@m not know the products at all (see Table

2).

Table 2. Knowledge concerning regional products (%)

Knowledge about product Knowledge about No knowledge about

existence and product product existence but no product at all

brand knowledge about brand

local people  tourists local tourists local tourists

people people

KrkonoSe Mead 25.5 5.6 65.5 325 9.0 61.9
Dairy Products From
Kungice 10.1 4.3 76.3 145 13.6 81.2
Coffee VOLKAFE 37.3 9.3 56.3 14.6 6.4 76.1
Beer Fries 12.4 1.2 45.1 6.9 42.5 91.9
Meat Products From
Studenec 21.1 1.6 35.5 25 43.4 95.9
Czech Garlic From
Podkrkonosi 5.3 2.5 32.1 3.4 62.6 94.1
Hotické Trubiky 65.3 24.2 32.1 56.3 2.6 19.5
Goodwater White And
Red Sauerkraut 12.2 3.2 74.1 4.6 13.7 92.2
Pretzel From Lazh
Bélohrad 4.3 5.6 65.3 23.5 30.4 70.9
Beer Tambor 33.2 3.5 53.5 15.8 13.3 80.7
Raw Milk From
Holovousy 8.9 2.7 48.3 16.9 42.8 80.4
Kuks Wine 8.0 6.3 46.3 24.1 45.7 69.6
Kubista Hdické Trubtky 21.4 9.1 42.2 53.4 36.4 37.5
Real Cider From
Podkrkonosi 15 2.2 43.2 4.5 55.3 93.3
Garlic From Ostrort 4.2 15 23.2 2.6 72.6 95.9
Hand Made Bakery
Products From Svamberk 6.2 6.0 32.1 9.1 61.7 84.9
Podzvtin Mead 9.2 7.4 37.2 15.2 53.6 77.4

The developed models of logistic regression weaéissically significant and the results of
model 1 show that local people are more likely now about the branding of products. This
fact concerns all studied products. The highes$edihce in knowledge between local people
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and tourists is indicated at Goodwater White and Bauerkraut and Czech Garlic, local
people are 6.4 times more likely to know Czechigdmanding than tourists do and 5.3 times
more likely to know Goodwater Sauerkraut. On tHeeohand, the lowest difference between
local people and tourists can be seen at knowlefigegional branding of Hacké Trubtky
and KubiSta Htické Trubtky, at which tourists proved good knowledge abaitification.
The results show that the knowledge concerningfication rises with the age of respondents
and differs between males and females (see Table 3)

Table 3.Model 1- expp) coefficient of knowledge concerning certification

local (1) sex (m) age

KrkonoSe Mead 4.04** 0.43 1.12*
Dairy Products From Kufice 7.34* 0.54* 1.33
Coffee VOLKAFE 2.65** 0.34 1.35
Beer Fries 3.12* 2.34* 1.46*
Meat Products From Studenec 3.23 1.04 1.03
Czech Garlic From Podkrkonosi 6.43* 0.24*  1.24*
Hotické Trubitky 1.20* 0.24*  1.75**
Goodwater White And Red Sauerkraut 5.30* 1.23* 1.46
Pretzel From LaznhBélohrad 2.45*% 0.45 1.38
Beer Tambor 1.34 2.87 1.76*
Raw Milk From Holovousy 3.24 0.98** 1.03*
Kuks Wine 3.98* 1.02* 1.23
Kubista Hdické Trubitky 1.03* 0.98* 1.42*
Real Cider From PodkrkonoSsi 2.54 1.44* 1.61
Garlic From Ostrore 2.34** 1.45*  1.92*
Hand Made Bakery Products From

Svamberk 4.76* 0.78 1.36
Podzvtin Mead 2.34* 1.02 1.25

**Statistical significanee=0.05; *Statistical significance=0.1

The developed model 2 shows that the differencé&sdnvledge concerning the existence of a
product and lack of knowledge relating to its dmxdition are not too high between local
people and tourists, comparing to model 1. The dsgldifference is indicated at Dairy
Product of Kugice and Pretzel from LaZrBélohrad. The lowest difference in knowledge of
regional branding between local people and toudsts be seen in Higké Trubitky and
Kubista Hdické Trubtky, where exd{) coefficient is close to 1, therefore no signifita
difference can be interpreted. Variables of sed age show similar tendencies in the
developed model 2 as in model 1 (see Table 4).
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Table 4. Model 2-expp) coefficient of knowledge concerning products lagk of knowledge relating to
certification

local (1) sex (m) age

KrkonoSe Mead 2.45* 0.26*  1.62*
Dairy Products From Kuiice 3.56 0.56 1.85
Coffee VOLKAFE 1.52* 0.25 1.95
Beer Fries 1.25 2.23** 1.62*
Meat Products From Studenec 1.64 1.25 1.31
Czech Garlic From PodkrkonoSi 1.23* 0.89* 1.61
Hotické Trubitky 1.03** 0.26 1.76
Goodwater White And Red Sauerkraut 2.45 1.26 1.64**
Pretzel From LaznhBélohrad 3.45* 0.59 1.78*
Beer Tambor 1.56 2.88 1.76**
Raw Milk From Holovousy 2.45* 0.52** 1.89
Kuks Wine 2.15 1.96 1.25
Kubista Hdaické Trubtky 1.01* 0.85 1.34
Real Cider From PodkrkonoSsi 3.12** 1.98** 1.64*
Garlic From Ostrore 2.08 1.85*  1.64*
Hand Made Bakery Products From

Svamberk 3.15* 0.96 1.96
PodzvEin Mead 2.98 1.96 1.62*

**Statistical significanage=0.05; *Statistical significance=0.1

Model 3 shows that tourist are more likely not tmw about the existence of a product at all,
which is indicated through eXp)(coefficients lower than 1. The highest differemcseen at
Coffee VOLKAFE. Tourists are 6.7 times more likelgt to know about this Coffee at all in
comparison to local people. The lowest statistycadignificant difference is seen at
Goodwater White and Red Sauerkraut and Pretzel fréem¢ Bélohrad. The results of the
model developed also show that the knowledge atheuproduct rises with the age, and that
there are differences regarding the knowledgerogfes and males (see Table 5).
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Table 5.Model 3-expp) coefficient of lack of knowledge concerning prothuand certification

local (I) sex(m) Age

Krkonose Mead 0.56** 0.52*  0.98*
Dairy Products From Kufice 0.58 0.63 0.45
Coffee VOLKAFE 0.13* 0.51 0.15
Beer Fries 0.86 1.16* 1.01
Meat Products From Studenec 0.96** 1.56 0.69
Czech Garlic From Podkrkonosi 0.39* 0.78* 0.69
Hotické Trubiky 0.91* 0.63 1.06
Goodwater White And Red Sauerkraut 0.98* 1.12 0.84
Pretzel From LazhBélohrad 1.02* 0.39 0.75
Beer Tambor 0.39** 2.74 0.96
Raw Milk From Holovousy 0.98 0.94* 0.81
Kuks Wine 0.63 1.75 0.63
Kubista Hdaické Trubtky 0.36 0.93 0.97*
Real Cider From PodkrkonoSsi 0.29* 1.48* 0.56
Garlic From Ostrore 0.75 1.69* 0.92
Hand Made Bakery Products From

Svamberk 0.65* 0.47 0.74
PodzvEin Mead 0.87 1.96 0.69

**Statistical significancex=0.05; *Statistical significance=0.1

4 Conclusion

The results obtained from conducted research shdacla of knowledge concerning the
regional branding system, for local people as @alfor tourists. The research shows that only
25% of local people know over a half of the produahd know about the certification, 70%
of local people know over a half of products buytlilo not know about their certification and
5% of local people do not know over a half of praduat all. Concerning tourists, 8% of
tourists know over a half of the products and kradwout the certification, 12% of tourists
know over a half of products but they do not knowowt their certification and 80% of
tourists do not know over a half of products at @Hle logistic regression reveals the odds of
local people and tourists regarding the knowledfy¢he products and awareness of their
certification. In general, it is possible to sumthpt for most products local people are more
likely to know regional certified products and thaye more likely to know about the
certification in comparison to tourists.

The results of this research may serve for loc#la@tties as grounds for stronger promotion
of regional branding.
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Annotation: The paper deals with the regional competitivenefs€zech agricultural and its
sources in cereal and dairy sector. The aim op#per is to evaluate regional differences in
productivity and the role of agriculture in thealeconomy growth on NUTS Il level. This aim is
addressed using the metafrontier multiple outpstagiice function. The estimates are based on
panel data set drawn from the FADN database prdvigethe European Commission. The data
set covers the period from 2004 to 2011. The restilow that there exist huge differences in Total
Factor Productivity in NUTS Il among EU regions.eThegions located in east Europe falling
behind the west ones, especially in dairy secthis olds also for the Czech Republic. There can
be found only two regions with higher productivitgentral Bohemia in dairy sector and Central
Moravia in cereal sector. The resources of mentloc@mpetitiveness are exogenous as well as
endogenous. The technological change drives thepofwural development resources. The local
resources (labour, land) are substituted espedisllgapital and innovations become one of the
most important factors of development.

Key words: Competitiveness, Total Factor Productivity, Neadl@genous rural development,
Cereals, Dairy.

JEL classification: Q12, D24, R11

1 Introduction

Modern society perceived agriculture as an esdegpaid of rural development (Lowe et al.
2002, Marsden and Sonnino, 2008). It is not onlg tluits job opportunities creation in its
production activities connected with the incomerdstion to the rural inhabitants but also
due to its nonproduction activities like countrysicteation.

In scientific literature, we can find two main ksaf rural development models: agrarian
model and wider rural development models. The @&gramodel defined the production
of food and material as the primary function of tueal economy. Then the development
of rural areas can be measured by the marketabjg@usuof farms and improvements
in productivity (Hubbard and Gorton, 2009). Moreguwlie multifunctionality of agriculture

is stressed as well. That means that agricultuoglymes a wide range of non-commodity
goods and services, shapes the environment andtsaffocial and cultural systems
(Van Huylenbroeck et al., 2007). The wider ruravelepment models (like exogenous,
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endogenous end neo-endogenous models) are onhigrehaind based on an assumption that
a competitive farming sector is not a prerequifitea rural development. In the exogenous
model the economic growth of rural areas is drifeym urban centers, exactly from
the relocation of capital and labour from the urlzmmters (Hubbard and Gorton, 2009).
However, the function of rural areas is same aghi agrarian model — provide food
for expanding cities. Then the measurement of dgveént can be same as in the case of
agrarian model. The endogenous model is on the btdred based on an assumption that the
local resources are the key determinants of rueakldpment (Lowe et al., 1995). In this
concept, local initiatives and enterprises areeatsavof growth and local resources (natural,
human and cultural capital) are the key determmanftthe development. Finally, neo-
endogenous model rejects the polarization of exagenand endogenous models and
emphasizes the importance of interaction betweeal l@sources and global forces (political,
institutional, trading), see Terluin (2003). Inglgoint of view, the development of rural areas
should be supported by resource allocation and etittygness of agricultural enterprises.

This paper employs the neo-endogenous model anddscon the regional competitiveness
of Czech agricultural and its sources in cereal danly sector. Since competitiveness is
a complex, multi dimensional, and relative concepid is linked to a large number
of interdependent variables thus making it feasilvkee measure competiveness in terms
of productivity. Productivity is generally defines the relation of output to inputs, and thus,
gives information about the efficacy of factor implhe most comprehensive measure is total
factor productivity (TFP), which is a ratio of aggated outputs and inputs. Thus, TFP and its
changes are important indicators of firm or se@erformance and will play a central role
in our analysis.

The aim of the paper is to evaluate regional diffiees in productivity and the role
of agriculture in the rural economy growth on NUTISlevel. In particularly, the paper
addresses following research questions: How theomal agriculture benefited from
the adoption of innovation and if the technical i and other sources of adjustment have
led to a convergence of the regions in terms of .TFFRe second question is related
to productivity development. We evaluate the catghup and falling behind processes
on regional level and its sources.

The paper is organized as follows: Chapter Data Biethods contains the theoretical

framework, presents the estimation strategy andribes the data set; Chapter Results
and Discussion presents results of stochastic noetéfr multiple output distance function

estimates, discusses estimated technology anddegfical change and compares technical
efficiency and total factor productivity. Chapteori€lusions contains concluding remarks.

2 Materials and Methods

The research questions will be addressed usingmniafrontier multiple output distance
function for two productions: cereals and dairythe first step we estimate country specific
stochastic frontier model. The second step usésesft outputs from the first step to estimate
stochastic metafrontier model. We use a translogtianal form since it is flexible and
provides well approximation of the production pres&eMoreover, it permits the imposition
of homogeneity (Coelli and Perelman, 1996). Hetenegfy in technology is captured using
a Fixed Management model (Alvarez et al. (2003 20@4)). Finally, total factor productivity
is calculated in the form of the Térngvist-Theitlex (Cechura and Hockmann, 2010).

We assume that the production possibilities cawddeapproximated by the translog multiple
output distance function. The translog output dis¢éafunction for 3 outputs and 5 inputs, as it
is the case in our empirical application, is:
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where subscripts with i = 1,...,N andt, with t =1,...,T, refer to a certain producer and time
(year), respectivelyz, # andy are vectors of parameters to be estimated.

Following Lovell at al. (1994) we impose the homiogigy by choosing s and dividing by it
other outputs. Moreover, we introduce statisticalse, vii, and associate-InDoit with
inefficiency term,ur = -InDoit. Finally, we capture the effect of technologichloge by
a trend variable (t). The resulting stochastic fiemmultiple output distance function is:
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where we assume thav, ~N(0?), u, ~N*(00?), and they are distributed
independently of each other, and of the regreggamnbhakar and Lovell, 2000).

Alvarez et al. (2003 and 2004) specified the Fidédnagement model as a special case
of Random Parameters model in the following form:
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Technical efficiency,TEwg, with 0 < TEy < 1, captures deviations from the maximum
achievable output/’ ~°(0,l) represents unobservable fixed management. The @dymb

expresses tham™ might possess any distribution with zero mean and variance.ui

is estimated according to Jondrow at al. (1982xedi management model is used for
the estimation of stochastic metafrontier multipbeitput distance function. All the
calculations are carried out in the econometric[SMOGIT 5.

2.1 Data

The panel data set is drawn from the FADN datapaseided by the European Commission.
The data set covers the period from 2004 to 201&. éstimate multiple output distance
function with 3 outputs and 5 inputs for cereal dady production:

Cereal production: y: cereal production, 2yother plant production,syanimal production,
x1labour, % land, % capital, % specific material ands»other material.

Dairy production: y:1 milk production, y other animal production, syplant production,
x1labour, % land, % capital, % specific material ands»other material.
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Labour is represented by the total labour measure®VU. Land is the total utilised land.

Capital is a sum of contract work and depreciati®pecific material in cereal production
consist of the costs of seeds, plants, fertiligard crop protection and in dairy production
is given by feed for grazing livestock. Outputswadl as inputs (except for labour and land)
are deflated by country price indexes on each iddal output and input (2005 = 100).
The country price indexes are taken from the EUR®Edatabase.

The multiple output distance function is estimatedly for specialized producers.

The specialization is defined as at least 50 % eslwdrcereals/dairy production on total
plant/animal production. Moreover, we excluded obsgons with negative and zero values.
Finally, we involved in the estimation producerghv and more observations to eliminate
the problem with entry and exit of producers frdra tatabase.

3 Results and Discussion

Tables 1 and 2 in Appendix provide parameter esénod stochastic metafrontier multiple
output distance function for cereal and dairy pataun in 24 EU member states (Cyprus,
Luxemburg, Malta and Croatia are missing). As wapeeted, the first order parameters
standardly discussed in production function es@mas well as the parameters
on unobservable fixed management are highly sicamti, even with 1 % significance level.
This also holds for majority of second order pararse As far as theoretical consistency
of the estimates is concerned we can conclude riratotonicity requirements as well as
requirements on convexity in outputs and quasi egity in inputs are met, evaluated
on the sample mean.

Since all variables are normalised in logarithm their sample mean, the first-order
parameters of outputs represent the shares of tsugiuand y3 in the total output and
parameters of inputs can be interpreted as el@ssi@f production on the sample mean. That
is, the share of other plant production is abo% @Znd the share of animal production is 52 %
for the analysed sample in cereal production. CGepgaduction dominates the plant
production, however, more than half of the outputreated by animal production. In dairy
production, the share of other animal productior” i% and the share of plant production
is about 22 %. That is, dairy production dominaaesnal production and as opposed to the
cereal production the plant production is not sponant for “specialized” farms with dairy
production. This holds on the sample mean. As wagseaed the highest elasticities
of production are for material inputs and land. Be other hand, the lowest elasticity was
estimated for capital. These estimates corresponthe values estimated for individual
countries in the first step of our analysis (seertiethodology).

Since the sum of production elasticities is -0.9319cereal production and -0.889 for dairy
production slightly decreasing or decreasing retuim scale were estimated for the EU
member countries in cereal and dairy productiospeetively. Since the sum is closed to one
in cereal production the impact of scale efficiemeya productivity change will not be large

on the EU average. However, the impact might bgeldor individual countries since the

returns to scale differ significantly among the miies. Moreover, the impact of scale

efficiency is pronounced in dairy production eventhe EU average.

The parameters on unobservable management arey tsgirlificant which suggests that
the chosen specification well approximates theneded relationship and that heterogeneity
among firms is an important characteristic of farsneith cereal and dairy specialisation
in EU member countries. The unobservable managemeontributes positively
to the production and the impact accelerates owee.tThe increase in management has
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a positive impact on production elasticities of el inputs and negative on other inputs.
The impact of technological change on technicalciefficy is not pronounced in both
productions (the coefficient is almost zero).

Technological change has a significant positivetrdoation (/T < 0) to the production and
the impact of technical change is accelerating dvee (I/TT < 0). Moreover, the biased
technological change is pronounced. The techncédghange is labour and land saving and
capital and material using in cereal production Etdur, land and other material saving and
capital and specific material using in dairy pragtut. This direction of the technological
change corresponds to our expectations. The adopfionnovations leads to the situation
where labour become scarcer and capital more abtinda

Parameter_ is highly significant and about one in cereal prcttbn and higher than one
in dairy production. In other words, the variation uit is almost equal to the variation
in the random component vit in cereal productiohe Testimates indicate that efficiency
differences among cereal producers are importaasores for variation in production.
However, the estimate did not reveal significaffitedénces among countries not even among
regions. The results show that cereal produceBSUmember countries highly exploit their
production possibilities (evaluated on the sampéam). The averages of technical efficiency
calculated on regional level (NUTSII) are in théemval 0.89 and 0.92. In dairy, the variation
in uit is more pronounced than the variation in ttedom component vit. That is,
the estimates indicate that efficiency differenas®ng dairy producers are important reasons
for variation in production. Moreover, we also faursignificant regional differences
in technical efficiency of milk producers.

On the contrary to the technical efficiency esten@FP differences among countries as well
as among regions are significantly pronounced ireateproduction. Figure 1 depicts

the differences in TFP on the regional level. Towedst Torngvist-Theil indexes (TTI), value

lower than 0.7 (red colour in the Figure), werdneated for regions in Great Britain, south
France, east Germany, the north Czech Republict Mastria, central and east Slovakia,
Latvia and most of regions in Bulgaria and Rumaiiiae most productive regions can be
especially found in Spain, Italy, Germany and Derkm&Ve can conclude that catching
up and falling behind processes are highly pronednm cereal production among EU

regions. Figure 2 depicts the regional differenice3 FP for dairy production. The lowest

Tornqvist-Theil indexes (TTI), value lower than @&d colour in the Figure), were estimated
for regions situated especially in new member stafeatvia, Slovakia, Romania and

Bulgaria). The most productive regions can be foumdSpain, ltaly, the Netherlands

and Denmark. Thus, we can see that even after &lmOs years after accession

the productivity differences in the agricultural @amy as well as within countries are
substantial. We can observe that catching up aflthgabehind processes are highly
pronounced in dairy production among EU regionspdrticularly, new member states have
on average significantly lower productivity and et be falling behind.
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Figure 2 Regional differences in TFP — dairy sector

Total factor productivity is an important measuretef competitiveness which can be seen
as a source of rural development. According to rsults, there can be seen differences
in competitiveness of NUTS 1l regions. The regidosated in east Europe falling behind
the west ones (as can be seen from the Figured 2)amspecially in dairy sector. This holds
also for the Czech Republic, where TTI is lowemti@a8 in South-West, Nord-West, Nord-
East, South-East region, Central Moravia and Mam8ilesian region. The situation
in cereal production is even worse, TTI is loweerth0.7 in South-West region and
in Moravian-Silesian region. On the other handgakproducers in Central Moravia have

42



higher productivity then the rest of the Czech Rxigu Mentioned can be result
of geographical position of the region. The regeam be characterized as on of the most
fertility areas inthe Czech Republic and most appate for cereal production. This
is an endogenous resource of rural developmenteXxample, Lowe et al. (1995) suppose that
local resources (natural, human and cultural cBpdaee the key determinants of rural
development. On the other hand, our results shaivttie technological change is labour and
land saving. That is, the role of labour and lamdural development started to be substitute
by capital and material and innovations become ofethe most important factor
of development.

Central Bohemia is the region with the highest l@fel' Tl in the Czech Republic. However,
it is not the result of natural base of locatiomeTproximity of the capital city with higher
purchasing power and higher competitive pressugems to be more probably the resource
of mentioned higher productivity. This confirms teeogenous theory of rural development
(Hubbard and Gorton, 2009).

The rural development can be also affected by thsidy policy focused on agricultural

producers. If we recall our results that technatabchange is capital using in both production
specialization, we can suppose that capital sulsidian support rural development.
On the other hand, many authors found a negativeeclation between CAP subsidies
(especially direct payments) and technical efficielisee Hadley, 2006, Kleinhanss et al.,
2007 and Kroupovéa and Maly, 2010). That is ruraledli@oment can be more support by rural
subsidies than by the agricultural subsidies.

4 Conclusion

EU NUTS Il regions highly differ in the competitivess, measured by TFP of two production
sectors: cereal and dairy. Both sectors can beactaaized with decreasing return to sale,
accelerating positive technological change and teghnical efficiency, however, there exists
significant differences in technical efficiency seoamong dairy producers. The regions
significantly differ also in TFP. This holds for thosectors. In cereal sector, the lowest
productivity was estimated for regions in Great&n, south France, east Germany, the north
Czech Republic, west Austria, central and east éidiay Latvia and most of regions in
Bulgaria and Rumania. On the other hand, the mosiygtive regions can be especially
found in Spain, ltaly, Germany and Denmark. Regiamsnew member states (Latvia,
Slovakia, Romania and Bulgaria) are also charasgdrwith the lowest TTI in dairy sector.
The most productive regions in dairy sector arenthre Spain, Italy, the Netherlands and
Denmark. Thus, we can see that even after almoseafs after accession the productivity
differences in the agricultural among as well aghiwi countries are substantial and that
catching up and falling behind processes are hightyjounced in both sectors. In the Czech
Republic, we can find only two regions with high@oductivity: Central Bohemia in dairy
sector and Central Moravia in cereal sector. Therces of their competitiveness
are exogenous as well as endogenous. The endogsouees seem to be more pronounced
in cereal sector while exogenous sources, espgtiadl proximity of capital city seem to be
important in dairy sector. The technological chanfganges the power of rural development
sources. The local sources (labour, land) are sutest especially by capital and innovations
become one of the most important factors of devetq.
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Appendix

Table 1. Parameter estimates — cereal metafrontier

Means for random parameters

Coefficient on unobservable fixed management

Variable
Const.
Time
X1
X2
X3
X4

X5

Variable
T
Y2
Y3

Y2T
Y3T
Y22
Y33
Y23
XiT
X2T1
X3T
Xat
X5T
X11
X22
X33
X44
X55
X12
Sigma

Lambda

Coef.

-0.1763

-0.0036

-0.0751

-0.2274

-0.0352

-0.1259

-0.5157

Coef.

-0.0039

0.0743

0.5212

0.0033

0.0035

0.0274

0.1281

-0.0213

0.0036

0.0103

-0.0071

-0.0015

-0.0078

-0.0045

0.0500

-0.0239

-0.0355

-0.0917

-0.0469

0.1641

0.9925

SE

0.0015

0.0002

0.0011

0.0011

0.0009

0.0010

0.0010

SE

0.0002

0.0008

0.0005

0.0003

0.0002

0.0011

0.0003

0.0005

0.0004

0.0004

0.0003

0.0004

0.0004

0.0022

0.0017

0.0007

0.0010

0.0018

0.0017

0.0007

0.0173

P [|z]|>Z*]
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

0.0000

P [|z]|>Z*]
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0398
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

0.0000

Variable
Alpha_m
Time
X1
X2
X3
X4
X5
Alpha_mm
Variable
X13
X14
X15
X23
X24
X25
X34
X35
X45
Y2X1
Y2X2
Y2X3
Y2X4
Y2X5
Y3X1
Y3X2
Y3X3
Y3X4

Y3X5

Coef.

-0.3633

-0.0009

-0.0168

-0.0415

-0.0200

0.0404

0.0418

-0.0493

Coef.

0.0038

0.0037

0.0441

-0.0133

-0.0059

0.0264

0.0221

0.0054

0.0011

0.0114

-0.0288

-0.0007

0.0000

0.0196

-0.0266

0.0414

0.0145

0.0155

-0.0300

SE

0.0006

0.0003

0.0010

0.0009

0.0007

0.0008

0.0008

0.0007

SE

0.0013

0.0015

0.0014

0.0010

0.0011

0.0013

0.0009

0.0011

0.0012

0.0013

0.0010

0.0009

0.0010

0.0011

0.0007

0.0006

0.0006

0.0005

0.0008

P[lz]>Z*]
0.0000
0.0004
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

P [|z]|>Z*]
0.0034
0.0156
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.3752
0.0000
0.0000
0.4109
0.9661
0.0000
0.0000
0.0000
0.0000
0.0000

0.0000

Note: ¥** ** * denotes significance at the 1%, 5%, and 10% level, respectively

Source: own calculation

45



Table 2. Parameter estimates — dairy metafrontier

Means for random parameters

Coefficient on unobservable fixed management

Variable Coef.
Const. -0.1156
Time -0.0076
X1 -0.0725
X2 -0.1398
X3 -0.0659
X4 -0.3215
X5 -0.2893

Variable Coef.
T -0.0009
Y2 0.0726
Y3 0.2172
Y2T -0.0015
Y3T 0.0005
Y22 0.0350
Y33 0.0791
Y23 -0.0024
X1T 0.0013
X2T 0.0029
X3T -0.0051
XaT -0.0034
X5T 0.0029
X11 -0.0444
X22 -0.0230
X33 -0.0180
Xa4 -0.1252
X55 -0.0723
X12 -0.0033
Sigma 0.1418
Lambda 1.2265

SE

0.0010

0.0002

0.0011

0.0008

0.0008

0.0006

0.0011

SE

0.0002

0.0005

0.0004

0.0002

0.0001

0.0005

0.0003

0.0003

0.0003

0.0002

0.0002

0.0002

0.0003

0.0021

0.0011

0.0005

0.0007

0.0016

0.0014

0.0004

0.0136

P [|z]|>Z*]
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

0.0000

P [|z]|>Z*]
0.0000
0.0000
0.0000
0.0000
0.0001
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0157
0.0000

0.0000

Variable
Alpha_m
Time
X1
X2
X3
X4
X5
Alpha_mm
Variable
X13
X14
X15
X23
X24
X25
X34
X35
Xas5
Y2X1
Y2X2
Y2X3
Y2X4
Y2X5
Y3X1
Y3X2
Y3X3
Y3X4

Y3X5

Coef.

-0.3815

-0.0052

-0.0607

-0.0386

-0.0082

0.0871

0.0554

-0.0575

Coef.

-0.0039

0.0489

0.0232

-0.0090

0.0344

0.0020

0.0220

0.0111

0.0097

-0.0066

0.0068

0.0024

0.0062

-0.0099

-0.0056

0.0083

-0.0049

0.0049

-0.0022

SE

0.0006

0.0002

0.0010

0.0006

0.0008

0.0006

0.0010

0.0007

SE

0.0011

0.0010

0.0015

0.0007

0.0007

0.0009

0.0008

0.0009

0.0009

0.0008

0.0006

0.0006

0.0005

0.0008

0.0006

0.0005

0.0005

0.0003

0.0006

P[|z]>z*]
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

P [|z]|>Z*]
0.0003
0.0000
0.0000
0.0000
0.0000
0.0297
0.0000
0.0000
0.0000
0.0000
0.0000
0.0002
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

0.0006

Note: ***, ** * denotes significance at the 1%, 5%, and 10% level, respectively

Source: own calculation
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Annotation: The contribution explores the quality of life inettrural territory in the Czech
Republic. The research is based on a survey whiok place in all communities, which are
members of the Local Action Group (LAG) Vyhlidky the Central Bohemia Region. The main
goal of the study is to identify the main probleimshe quality of life from the subjective point of
view of the local citizens and introduce the “battop” access to the construction of the local
strategies. The data for the investigation werdectdd in three surveys in 2011-2013. The
investigation confirmed a raising interest in tlsenenunity activities, call for economic and social
development together with preservation of tradaioway of life and rural landscape. The basic
problems were detected in the lack of working ptacehools, and social facilities. The study
affirmed the changing role of the rural space, dnowdifferentiation of production and services,
and raising importance of local communities. Theyons who took part in the last survey were
well informed about the needs and view of the lagétens. The existence and activities of the
LAG was widely spread and positively assessed. 0A@ is seen as a representative subject of
the local community which can improve the qualityif@ in the locality.

Key words: Quality of life, local community, Local Action Gup, survey, environment.

JEL classification: R13, R58

1 Introduction

The contribution explores the quality of life irethural territory in the Czech Republic.

The data on the quality of life are important bdtin the local and central policies and
funding. Construction of the local strategies sbdollow “bottom-up” access that is why the
investigation of the view of the citizens is essdnt

It is quite difficult to measure the quality ofdibecause it is influenced by a huge number of
factors. The subjective assessment of criteriaspiagignificant role, too. Furthermore, the
criteria of the quality of life in the rural arease in a continuous process.

Since 1990s the rural development goals have dhitiereflect the “post-productivist” (or
post-rural byBrunori and Rossi, 2007%ple of the countryside which has resulted from the
decline of agricultureMan der Ploeg et al., 20D0rhere is a growing need for more regionally
and spatially oriented policy which is more custoeai to internal and external conditions of a
concrete rural space (Marsden, 1998). The emplssis environmental conservation, agri-
tourism and farm diversification, sustainable us@atural resources, improving the quality
of life in rural areas and village renewal (Dwyerak, 2007). The top-down policy, typical
for various types of integrated and centralizedalryolicies, brings the risk of perverse
outcomes. Promoting of housing outputs results versupply and associated problems
(Gkartzios and Norris2011). Rural space changes its role: becomes malals residential
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space Murdoch and Marsden, 1994)he success of rural differentiation strategieuuires
sufficient degree of consensus among local soc@lps, consensus in specific informal and
formal institutions and capacity of local forcesctmrdinate the relations between local public
and private agent8(unori and Rossi, 2007).

The article examines the quality of life from theographical point of view. The geographical
aspect of life is often mentioned as crucial, édglburn 1992, Dissart and Detler 2000,
Massam 2002. By Andrasko (2009) the quality of fii@es not change “man by man” but
“place by place”. The geographically oriented reskeadeals with the life of people in a
certain place.

The research is based on surveys which took ptaa# communities, which are the members
of the Local Action Group (LAG) Vyhlidky in the Ce&al Bohemia Region. The LAG
represents local community and partnership of entiz local administration, non-profit
organizations and entrepreneurs with the goal sbagu and develop the rural environment,
settlements and landscap¢NLAGCR, 2014) The main goal of the study is to identify the
basic problems in the quality of life from the sdijve point of view of the local citizens.

2 Materials and Methods

The data on the quality of life in the monitore@aof the LAG Vyhlidky came from three
surveys which took place in 2011-2013. In this tiperiod the number of communities
associated in the LAG Vyhlidky raised from 27 (i012) to 40 in 2013. The LAG is in the
Central Bohemia region, north from the capital Reaésee Fig. 1).

Uzice
‘Odolena ED
Vaoda

ce nad

Fig. 1. LAG Vyhlidky; source: Mapa Uzemi MAS, http://nsroasz/dokumenty/

2.1 Surveyl

The first survey realized in 2011 was focused disfeation with the life in the communities.
The question form contained 20 questions. Theratifilgation questions, questions on the
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satisfaction with the quality of life, and questodetecting the citizens” awareness of the
activities of the LAG. There were 108 respondeosifil5 communities.

2.2 Survey 2

The second survey took place in 2013. The questions were places in co called “box of
wishes” in all municipal authorities and in pubjitaces, e.g. post-offices and health centres.
The form was divided into 5 parts:

1. Identification of the respondent,

2. Question investigating opinions on regenerationthaf countryside (landscape and
natural and cultural heritage),

3. Question investigating opinions on rural space comties (infrastructure, facilities,
housing, stable and safe society),

4. Question investigating opinions on developmentgricallture,
5. Proposal and remarks of the respondents.

The “boxes of wishes” were available five monthsiribg this time, 384 citizens filled in the
guestion form. As the LAG Vyhlidky has approximgteft0,000 inhabitants in 40
communities, about 1% of the whole population tpakt in the survey.

2.3 Survey 3

The last investigation in 2013 was targeted tordpresentatives of the communities. All 40
mayors responded the questions focused on theygaélife in the communities, and the role
of the LAG in the development of the community athe territory. The form of this
qualitative investigation was an interview (notywtandardized).

2.4 Applied statistical methods

The data proceeding was based on quantitative semlymathematical and statistical
analyses). The single dimensional analysis of data applied on the qualitative data from
surveys.

The single dimensional analysis, based on frequeddtribution and descriptive
characteristics, made possible the investigationstatftistical variables. The descriptive
characteristics are the numerical values providisgwith the basic information on the
statistical data file. The frequency distributiarpplied an overview of the established values
together with graphical representation of the \@es (more about the statistical methods see
Pecakova, 200Rezankova, 2005).

The statistical calculations were made using tlieveoe SPSS, version 22.
3 Results

3.1 Surveyl

There were 108 respondents; after first check ef filed in question forms two were
removed so the primary data matrix contained 10i@ gaestion forms.
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From the final number of 106 respondents were 68&(64.2%) and 38 men (35.8%). The
biggest group (68%) were respondents of the agé527n the age category 15-36 were
23.5%, and the rest were people over 65 (8.5%).uAlome half (46.3%) had secondary
education with school leaving exam, 22.6 withoutarex 21.7% of respondents were
university graduates, and only 21.7% had only @&deducation.

The first group of question targeted to the awassrd the LAG activities. 53.8 respondents
stated that they knew what the LAG was, 33% neearsiabout it, and the rest (13.2) had
heard the term LAG but they did not know what itame The citizens who knew what the

LAG was, thought that is has a positive influencetbe development of the community.

More than 84% of respondents expressed that theéyhbaced some development activities
of the community, and 52.8% of them knew that tttevdies were connected with the LAG.

Another group of questions dealt with the qualitly life in the communities. 71.7%
respondents were satisfied with their quality &,1ll7 % were unsatisfied, and 11.3 % were
not able to evaluate that. In the following parttioé questionnaire the respondents should
have mention what they were missing, and wherethe@seed of some financial support. The
most painful problem was the quality of local conmeations and side walks. On the second
place were missing sport and cultural facilitiesnegrally places for free time activities.

In the smaller communities, the sewerage systendstla Internet connection were often
mentioned. On the other hand, the parking placexmed to be a problem in bigger places.

The biggest investment should be targeted to teation of new working places (44.3%
respondents), to the civil amenities (33%). Margpomders also mentioned the investments
to the transport infrastructure, to the developn@ntraditions and typical crafts, and to the
support of the social life in the communities. Tédn@svestments would improve the quality of
life and support the development of the communities

The last set of question was devoted to the enmem. 68.9% of responders were satisfied
with the quality of the environment in their neigliohood, 17% are unsatisfied, and the rest
14.1 had never thought about such question. Ifall@ving question the responders should
have answered whether they are interested in thieoement. 87.7% were interested, 6.6%
were rather interested, 3.8% did not know, and 1d¥finitely was not interested. Even
though majority of the citizens were satisfied witle environment quality, they stated that
the LAG should be concerned with this topics rathat with others (39.6%).

3.2 Survey 2

The results of the survey from 2011 gave evidemeg the citizens are interested in the
development of local communities and the improvenaéithe quality of life in the rural area
has become a topical issue. That was the reasotharsurvey was organized. The goal was
to get information on the needs of local inhabgait should have targeted the activities of
the LAG towards concrete task which would imprdwve quality of life in the region.

There were all together 384 responders, 376 afterapy check up, 86 from a public sector,
38 from an entrepreneurial sector, 46 from NGP. dviyj, 173 respondents did place
themselves in any of above mentioned groups (see Ei. The LAG Vyhlidky has
approximately 40,000 inhabitants in 40 communitss,about 1% of the whole population
took part in the survey. All 40 mayors respondezigtrvey.
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® Public sector

= Farmer

= Entrepreneur

= Non-profit sector

Private person

Fig. 2. Groups of respondents

The following part if the investigation was focustedthe preservation and restoration of the
landscape. It follows from the answers that theciatutasks are (see Fig. 3): greenery care
(21%), and the waste management (20%).

B Water management

B Greenery care

B Permeability of landscape

B Forest management

H Protection of valueable natural

areas
Waste management

Fig. 3. Preservation and restoration of landscape

Other areas of interest were theritage preservatiomand the restoration oflandscape
features.
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B Appearance of the community

m Public infrastructure

H Public services (health, schools)

Culture herritage and tradition
protection

Fig. 4. Countryside restoration

The share of respondents who preferred one of thm nopics in the restoration of the
countryside was approximately the same for eachct¢pig. 4). That means, all the
mentioned topics had the same importance for tladitgwf life improvement.

m Infrastructure and tourism services
B Small farmers support

B Marketing support

32%

B Production of typical regional product support

Support of entrepreneurship, crafts and services

Support of new proceeding technologies

Fig. 5. Support of agriculture and entrepreneurship

The last set of questions was engaged in the deweot and support of the entrepreneurial
activities. The most important was by the respotsldme support of entrepreneurship, crafts
and services (32%) and the support of small farrf®5%o) (Fig. 5).

At the end, the responders could add their vievdsiaitiatives.

This survey showed again that the citizen were namie more interested with the activities
inside their communities. Among shortcoming theeld the lack of pre-schools, maternity
centres, and own cultural facilities or placesdocial events.

3.3 Survey 3

The investigation was finalized with the surveyrBamg the mayors of all the communities,
members of the LAG Vyhlidky. The form of the surwegs a standardized interview. This
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survey was focused on the activities of the LAGalihtould improve the quality of life and
the satisfaction of the inhabitants.

All the mayors stated (100%) that they perceiveditp@ly the activities of the LAG. By
them, it was helpful that there is an organizatdrich took care of the development of the
whole region, and arranged financial sources feritiprovement of the life in the territory.

The importance of the LAG was seen also in creatlon projects and submitting the
applications for grant support. 78% of mayors gauethat the citizens were aware of the
activities of the LAG Vyhlidky but did not know theerm and abbreviation “Local Action

Group - LAG”.

The promotion of LAG was adequate. The LAG obligatout upa public callsor fixed and
electronicnotice board and the activities were discusseleakocal authorities meetings.

The articles on recent activities were often puii@sin the local bulletins.

The questions connected with the living environmemete also discussed in this part of
investigation. The mayors (69%) quoted that the rnomties had many own projects, e.g.
emission reduction, heating costs reduction ifgbblic buildings, etc. The main role of the
LAG was viewed as a support of revitalization ofnzounities.

It reveals from the last part of the survey tha thayors would like to solve the following
topics (the following problems are important foert):

* Pre-school and school facilities

* Waste management

» Social services

» Tourism

» Transport infrastructure and security

» Security of citizens police stations

» Leisure time activities (culture, sports)

* Material support of emergency situations
* Environment protection

» Sustaining the rural way of life

* Maintenance and reconstruction of cultural heritage

It follows from the results of the surveys that thain tasks of the mayors are in line with the
demands of the citizens.

4 Discussion

These results is in line with the change of postrBrunori and Rossi, 2007) goals of the
country side. The citizens seek for comfortabfe lvith wide range of possibilities of

spending their free time. The research has confirmoéher societal concerns tied to
sustainable resource management, biodiversity py&s@n, and landscape protection, in line
with the findings of Holmes, 2006.

The agriculture commodities production is not cal@ny more but new working places
should be created.hese tendencies correspond with the change®abté of the agriculture
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entrepreneurship and with the multifunctionalityesd the joint production of commodity and
non-commodity output together with  social andeothalued and defined goa(®ECD,
2001) The multifunctionality calls for improvement ofetiarmers’ entrepreneurial behavior
which can be highly affected by the degree to witich possible to integrate farming activity
and products with rural economies (Morgan et abl1(. It suggests a belated need to
consider an integrated spatial policy approach eag&onal basis, incorporating both urban
and rural areas (Marsden, 1998).

There is a growing interest in community life angjanizations, the LAG activities in the
investigated territory are widely know@ollective action, viewed as results from intei@ts
between actors involved in diverse socio-econoreitiass e.g., localized socio-economic
networks, enables farms and other companies toowmeptheir socio-economic performance
and create new opportunities for growth (OECD, )998e integration of several socio-
economic sectors makes collective action a caséhioh the concept of multifunctionality is
applied at local and collective levels (Bassi, 20Qur results might be also connected with
the reflection to the world financial crisis. Byurphy and Scott (2014} is likely that job
creation and local growth strategies will becomeirammeasing focus as rural development
actors adapt to further ruptures to rural econonttess potential role for local civil society
organizations is then in providing a local supp@twork for vulnerable households.

5 Conclusions

The investigation which was realized in the threeveys showed that generally the citizens
are satisfied with the quality of life in their comnities. The main reserves were regarded in
the development of the entrepreneurial activitiésctv would promise more working places.
The citizens also felt negative about the lack afosls, and pre-schools, and own cultural
facilities and places for social intercourse. Tbgetwith the call for an economical
development the residents insisted on the preservand restoration of the original
landscape and on its protection. The mayors wargliéa with the claims of the residents;
they saw the same crucial topics for improvemerthefquality of life in their communities.

The qualitative investigation discovered a rais@ngareness on the activities of LAG.
Especially concerned are the municipalities, nasfiporganizations, and small entrepreneurs
that were supported by LAG in realization and fungdof their own projects.

The questions in the surveys were not targeteteaural economy (integration of small and
medium enterprises, businesses, and labour foreéhen to public government. These
particular priority axes (Leader 2014+) should hauded in following research.
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Annotation: The main aim of this work was to analyse the qurtegislation, to compare the
legislation with the needs of practice and therptopose measures that would lead to a better
explanatory power and comparability of accountingn$ engaged in animal husbandry. There was
analysed current legislation relating to the actiognof animals in comparison with the needs of
practice. There were identified several weakneslat lead to problems with comparing the
results of enterprises engaged in livestock pradoctind animal husbandry. There were
calculated the differences arising from the vabranf animals at the acquisition by purchase and
at by their own activities, further the differencassing from the inclusion of the animal. This
section also addressed other issues such as tigatabi to classify animals into inventory, the
conception of an animal, or the choice of accognsiystem. There were calculated the differences
resulting from differing inclusion in the inventognd fixed assets, which are not related to the
difference in income. In the classification of #fr@mal in one case in the stocks and in the second
on account of tangible property the differenceseagut in the long-term and short-term assets.
Finally, measures will be proposed, which wouldléa higher information value of the accounts,
which deals with the accounting treatment of angnal

Key words: animal husbandry, valuation, inclusion, accounsiggtems, farm animals

JEL classification: G39, M41, Q14

1 Introduction

Laws dealing with the accounts must cover a widgeeof fields in which entrepreneurs and
companies do business. The regulations do nothmintividual areas in depth. Rather than
that, they set some general conditions for bookikegn particular, to determine the income
tax. The most important accounting regulationsudelno. 563/1991., The Accounting Act,
further decree 500/2002 Coll. which implement aarfaovisions of the Law on Accounting

and Czech accounting standards. However, agrieultusuch a different field compared to
other fields of business, thanks to which theresli@tcomings of legislation concept even
more significant. The accounting takes a lot offasion.

Accounting of animals is very specific comparedtber disciplines. Animal, although it is
accounted for as property, it is a living creatukecounting rules should take account of this
fact. In recent years, there has been constantiriuin the differences between animals and
property. Hence the increased attention accounting.

Animals could be divided into many groups from thewpoint of breeding. Some animals
are bred only for decoration, some for your beraid other for breeding. An animal may be
owned by an entrepreneur or a company, also bedtise the emblem of the company.
There is a problem with the inclusion of these aisinto these companies.

In this work the attention is given to domesticnaals. A domestic animal is an animal which
has some intentional use for people. Among domestimals we include livestock, from

which one obtains animal products, as well as comiaedomestic animals (such as hunting
or guard dogs), laboratory animals or animals usdtkalth care. The value of these animals
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is determined by the benefits that they bring. Deieing the value of this benefit is very
difficult. The animal is valued on the basis oftbigcal cost, which may not be accurate over
time. And it may offer different values for iderdlacase. Is the value of the effect obtained in
animal husbandry, even in adverse economic comditibigher than the costs that would be
incurred upon termination of the farm, such as yregyment compensation, insurance,
allowance for housing, or for example an additiaradt in material need?

Evaluation methods are very diverse and, therefobiig, necessary to monitor not only the
necessary information, but also other aspects mfhas. The various methods of valuation
can motivate companies to become aware of differeldtionships, and, to get a better
depiction of reality. Valuation method, howeversedecting the entity and, therefore, it is up
to it if you choose the method that leads to a nobwjective evaluation of the animal.

A specific problem are also subsidies. Thanks toatlons, the prices of food are at the
comparable level of the past years. Although inseéhat it is not linked with the mentioned
problems, it is vice versa.

2 Materials and Methods

Uncertainties in accounting for animals, especialtgording to species, breeds and more
expensive pieces are transferred into difficulileth reporting at the enterprise level. This

work should contribute by analyzing and comparimg ¢urrent legislation with the needs of

practice, present in selected circuits proposats possible solutions. Secondary targets
include analysis of current legislation at Czecld arternational levels, comparisons of the
differences in profit or loss incurred due to thaluation, classification and choice of

accounting system. Finally, measures will be prego® improve the presentation of the

financial statements.

The following hypotheses were defined: method agsification of the animal doesn’t affect
profit of enterprise; method of valuation of anisy@kelected entity doesn’t affect profit of
enterprise; czech accounting standards and intenahtaccounting regulations provide the
same view of the registration of animals.

Literature, accounting legislation and internetl \wé used for processing work. The work will
be performed using the methods of analysis; corsparof the differences arising from the
valuation and classification; modeling in develapimodel examples and method of
description.

3 Results and Discussion

When comparing the current legislation and the tpralcneeds there were identified several
weaknesses that lead to problems with comparingréiselts of enterprises engaged in
livestock production and animal husbandry.

3.1 Awards

The first area of concern is the valuation of wenocosts. Although by the valuation at the
cost calculations are used, each company may halifeaent calculation. It is difficult to
determine the proportion of costs attributable twewborn young, because in addition to the
birth of the young it is also necessary to prodoEast milk or manure spreader. With the
inclusion of other categories of costs, often iheotlevels set to costing above awards may
not be comparable between enterprises. The acbsts also do not match the value of the
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animals that have valuable genetic traits. Theevalusuch animals, the amount of cost often
exceeds several times. According to internatiocabanting standards IAS and U.S. GAAP
standards of America animals are measured at tlei@equivalent to the market price less
costs to sell. This value thus more accuratelyectsl the state of the entity's assets. In
addition, the animals are revalued at each balaheet date, which leads to clarification of
their real value. Table 1 shows the differencesnaome due to the impact of valuation at
their own cost and market price during the periodanimal breeding. According to
calculations, the value of an adult animal includedixed assets at cost in the amount of
CZK 34,431 and the purchase price of a comparahiema is 18,366 CZK (Kudrna and
Homolka, 2009).

Table 1: The differences in profit due to appreciation

) Dairy cow valued at the Dairy cow at the acquisition
Accounting case
own cost by purchase
Di | of dai f th
|sptfosa of dairy cow of the 34 431 CZK X
inventory account
The inclusion of dairy cow 34 431 CZK 18 366 CZK
Amortization in each year 11477 CZK 6 122 CZK
Disposal of assets 34 431 CZK 18 366 CZK
Th f i h
e amount of costs in eac 11 477 CZK 6122 CZK

year

Source: own processing

Differently purchased one piece of cow caused femifice in the annual cost of one piece of
animal CZK 5,355 annual tax savings income is atciirrent rate of 19% at 1 017,45 CZK at
choice awards at the cost of the animal. This diffee was caused by different amounts of
input prices and the depreciation, which are tadtud@ble expenses. But if the accounting
should give a true and fair view of the economisipon of the company, the value should be
reduced through adjustments to market value.

3.2 Classification of the animal

Effect on profit has the choice of including animaglfixed assets or stocks. The company has
the option to set a lower limit for the inclusioham animal in fixed assets (zakén586/1992
Sb.). If the company ranks a beast on accountxefifassets, the value of the animal gets in
expenses in the form of depreciation during théeremiolding period in the animal breeding
(Valder, 2008). If the animal is kept in inventamgcount during the breeding animal don’t
affect by the result. The value of this animal viaé given to expenses by the exclusion this
animal from the property. It is influenced by ptadnd financial analysis indicators, and this
reduces the possibility of comparing the econonti@ton of enterprises. Table 2 shows the
differences in income caused by the different di@ssion of the animal. The input value of
the animal was taken to the purchase price of BB(ZBK. The dairy cow was ranked on the
30. 6. 201x and removed after 3 years. The cosfeanfing 100 days for dairy cows are on
average 17,594 CZK (UZEI, 2011). Per year (360 Yaksse costs are in the amount of CZK
63 338.4. The full weight of adult cows should lgeat the third calving. The costs of one
kilogram are in the amount of CZK 53.42. The weigh®0 kg gain will therefore be awarded

58



in the amount of CZK 4,808. The value of the animafteases by the value mentioned above
within 2 years. Annually, it will therefore be alid1403.9 CZK.

Table 2: The effect of including the animal to result in CZK

Accounting case Animal in fixed assets Animal in stocks
Costs in year 201x 34730 31699
Revenues in year 201x 1202

Profit for the year 201x -34 730 -30 497

Costs in year 201x+1 69 460 63 338
Revenues in year 201x+1 2404

Profit for the year 201x+1 -69 460 -60 934

Costs in year 201x+2 69 460 63 338
Revenues in year 201x+2 1202

Profit for the year 201x+2 -69 460 -62 136

Costs in year 201x+3 34730 31699+23174
Profit for the year 201x+3 -34 730 -54 873

Profit for the period of

] -208 380 -208 440
breeding

Source: own processing

Due to the different inclusion there was the défese in profit each year. In the first year the
difference was of CZK 4,233 in the second year 6K®,526 in the third year of CZK 7,324
in the fourth year of 20,143 CZK. In subsequentryethe difference is caused by activation
of depreciation in the value of the cost of an alikept in stock. In the last year the value of
disposed of the animal inventory makes a big dffiee, which will be reflected in the
income statement. Overall, for the period of bregdhowever, the difference in profit or loss
does not occur.

3.3 The concept of animal

Another problem that has recently arisen is thecephof the animal. In the amendment of
Decree no. 500/2002 Coll. From year 2008 the canoépbreeding” was replaced by the

concept of "usability” (vyhlaSka 500/2002 Sb.).idt against any attempt to approach the
animal as living beings. It would be advisable ¢place this term by a more concise one.
Furthermore, experimental animals are put into riregterial. The improvement occurred

earlier this year when the new Civil Code, whickws animals as living creatures, entered
into force (zakorg. 89/2012 Sh., alansky zakonik).

3.4 Selection of the accounting system

Problems arise even among businesses that haverctaoodifferent accounting system.
Businesses can choose to deduct expenses in thenaofB0% of revenue. With this option,
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the accounting system does not play a role in kagstication of animals; there is no need to
apply amortization or calculation process. By ugimgtax accounting entity shall not classify
adult animal from their own livestock as fixed dssén the long-term assets it can lead only
purchased animals (Kélova and Drabkova, 2009). This leads to differenicethe structure
of fixed and current assets and differences inathheunt of not only income, but also some
indicators of financial analysis. In double-entgcaunting entity has the option to set a limit
awards for inclusion of animals in fixed assetsmiay therefore account for this award
include animals is under 40 000 CZK and thus tdike advantage of depreciation and
deferred tax. Different conditions for individualstems lead to the inability to compare the
results of companies using different accountingesys

3.5 Animals unquoted in Act 586/1992 Coll., The Inc ome Tax

Some species are completely omitted by law no. 1383 Sb., on income taxes. They are
classified into either group depreciation. Whati@p has the company in connection with
their inclusion in the fixed assets, if their vdloa exceeds 40 000 CZK? The company can
put these animals in fixed assets, if their entiggpexceeds the value specified entity. If they
comply the conditions of the Act 563/1991 Sb., Aaaiing, (ie. Condition shelf life longer
than one year), they can also depreciate. In tg,cthe amortizations set by entity are equal
to the depreciation tax.

If the animal is not assigned to any group of dejpte®n under Annex to Act no. 586/1992
Sb., On Income Tax, the entity assign it to a sdognoup of depreciation and amortized it
over a period of 5 years.

In which situations is it preferable to keep thesemals in stocks and in which it is
appropriate to include them in fixed assets? Ifahienal is used more years, the entity should
include this animal in fixed assets with the aimadfue and fair view of the accounts. If the
animal remained posted on the inventory accoumtethvould be a reduction in inventory
turnover. Instead, some indicators of financiallgsia would be higher , such as the liquidity
of the third degree. If the entity behaves an ahinese value exceeds CZK 40 000, and it is
an animal that can be classified under the Act &igeal asset, even though the entity may
leave it on account of inventory. If an animalnsstock, is it possible for the animal to stay in
the breed after a period of 2 years (Eakova, 2014)?

The following example will show differences resodji from differing inclusion in the
inventory and fixed assets, which are not relatetthé¢ difference in income. For example, we
can consider the same animal as in previous cdicofa It will be a cow with the value of
CZK 18,366. The company will buy 100 pieces of ¢hasimals. In the classification of the
animal in one case in the stocks and in the seamndccount of tangible property the
differences arise out in the long-term and shartitassets. The results are summarized in
Table 3.
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Table 3: Differences in indicators of financial analysis

Net working capital 6 130 thousand CZK 7 967 thousand CZK

The rate of fixed assets 0.5470 (number of trips per  0.6519 (number of trips per
turnover year) year)

The rate of inventory 1.9179 (number of trips per 1.21 (number of trips per

turnover year) year)
Inventory turnover days 187.705 days 297.451 days
Current liquidity 7.81 9.85

Quick liquidity 4.32 4.32

Source: own processing

The company, which ranks animals in fixed asséis,company has different indicators of
financial analysis compared with a company thatthesanimal in inventory. It has a better
result at the rate of turnover of fixed assetswal as the turnover time of fixed assets. But
the company achieves worse results at conventiodatators of liquidity and net working
capital. If the company needs to have a higheo rafi net working capital and general
liquidity it is favorable for them to lead the ardha to the inventory account (D&kova,
2014).

4 Conclusion

In my work, there was described accounting treatraéanimals. This field is specific, which
leads to many uncertainties. Problems arise bywetow of the more expensive pieces,
valuation and classification of animals and, in sorases there is no explanation in the law
required for practice. Uncertainties arising frdme ticcounting of animal are then transferred
to the reporting enterprise level and leads to nmgarability of financial statements of
enterprises engaged in livestock production.

The work would suggest solutions through analy$isuorent legislation and practice needs
that would lead to greater explanatory power of #mtire accounting dealing with the
recognition of animals. When compared with the seefllaw practice identified several
problems.

The first problem is to determine the amount oftcegich is attributable to an unborn
young. Although companies use identical calculajdhere are differences. Every company
determines itself whether considered young forrtan product and if it is the only major
product that is formed. In The value of the youthgre can be other items of costs and other
amount costs

In appreciation of rare animals with valuable gentits exceeds the value several times the
value of the cost of his birth and breeding. Ther@does not have to give a true and fair
view. In the international accounting standards-IARS it is used the valuation of biological
assets fair value used, and, in America U.S. GAARoanting standards leads to a
measurement, the realizable value. These two temascomparable and compared with
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appreciation by Czech law; this value gives a taret fairer view of accounting. In addition,
at the end of each reporting period, the assetseaatuated.

The value of the property affects the funding fog taicquisition of capital assets. This grant
reduced the value of assets and the amount of esawh applied in the following years. The

reason is purely tax. No amortization of subsidpesvided by the state. This leads to
differences not only in income but also in somedatbrs of financial analysis.

Other differences in the amount of awards arisenfrime valuation of animals at the
acquisition by purchase and at the acquisition lgirtown activities When buying the
animals are valued at acquisition cost, and, theas from own breeding has the valuation
of its own costs. Asset values reported in therzaasheets of the two companies may be
incomparable.

The entity itself sets a limit on awards for inétusof an animal in fixed assets. Animals with
the same zoo-technical aspects are in some congpaciaded in inventories and in others in
fixed assets. This leads to differences in the arhof profit or loss, of fixed and current
assets and to the evaluation of the economic ®tuaf the company.

Another problem is the concept of the animal itséif recent years there has been a
standardization of the conditions for the inclusimnan animal in fixed assets with other
inanimate property. The term "time in breed"” waglaeed with the term "usability” from
2009, which is unethical. The experimental aninaads kept in inventory account, which can
complicate the situation protectors of animals, wiften do not have to find objects of their
activities.

Irregularities in accounting of animals occur aisathe choice of accounting agenda. The
main differences are the possibility to deduct eses in the amount of 80% of revenue by
the using of lump-sum expenses or the inabilitglassify an adult animal from their own

breeding in fixed assets by using the tax recoffisese differences lead to lower

comparability of results between different accougsystems.

Omission of some animals in law no. 586/1992 Cdticome taxes, or duties to include
animals in stock accounts under not exceeding theuat of the valuation provided by Act
no. 586/1992 Sh., On income taxes, causing furgre@blems with informative value
accounting by accounting of the animals. Animaks @iire not included in this Act to one of
depreciation groups, the entity may lead to accéinetl assets. They include them into the
second group of depreciation and amortized ovezdssy However, the option is to keep this
animal in the inventory account, which leads tdedénces between individual companies.
The specialty here is that they are appointed,efample donkeys, but more often kept
animals like deer and ostriches are not mentiohegalty and honesty of accounting is
reduced by duties to include some species in ilvgntThese include fish, the rare
individuals kept for decades must be kept in trmants stocks if their value does not exceed
40 000 CZK, if the founder of company is municipali

All the above-mentioned problems often lead to bifferences and to reducing the
comparability of financial statements of entermisngaged in livestock or animals. The
solution to these problems would be to issue latish, which would cover the major
uncertainties resulting from the accounting treatimef animals, given entities clearer
guidelines for bookkeeping of animals and makesentcansparent results that enterprises
engaged in livestock production made public. It ldoalso be appropriate to register the
animals in natural units (such as livestock units).
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Alternative approaches to the prediction of EAA
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Annotation: The aim of this paper is to describe alternatigppraaches to modeling Economic
Accounts for Agriculture (EAA) for the needs of gigtions of agricultural development in the
Czech Republic. In UZEI were designed two modelraaghes EAA-P1 and EAA-P2. Model

EAA-P1 consists of accounts of the individual agitieral commodities while use off data from an
existing model RENT-4 and partly from the origiraib-model EAA-P2. Model EAA-P2 is

formed by regression calculations of seasonal sefdthe individual EAA indicators based on
time-series of the UZEI database BASELINE-UZEI. Bahodels have their own apparatus for
predicting agricultural commodity prices based oanthly time-series of the Czech Statistical
Office.

Key words: EAA predictions, mathematical models, statistiesgjression, seasonal trend method,
agricultural commaodity accounts

JEL classification: Q18, Q15, Q51, C02, C31, C61

1 Introduction

Economic Accounts for Agriculture (EAA) are compileon the basis of the European
Parliament and Council Regulation (EC) no. 138/20b04ll EU countries. It is an essential
instrument to measure the size and economic efegatss of the agricultural sector. It is used
to compare effectiveness of agriculture of the Menthtates. In the Czech Republic EAA are
compiled annually by the Czech Statistical Offic@S(Q) are published on its website
(EAA-CSO).

EAA can be divided into 4 parts: production accouiticome generation account,
entrepreneurial income account and capital accotim. fourth part of the EAA does not
build on the preliminary results of the year (oalythe final EAA version).

Terms sending EAA to Eurostat are binding for &l Bember States:

first EAA estimate for year n in November of tyear n.

- second EAA estimate for year n in January ofyisar n+1.

- semi-final EAA version for year n in Septembetiué year n+1.
- final EAA version for year n in September of trear n+2.

For the needs of predictions of agricultural depelent and agrarian policy impacts were in
UZEI designed two alternative models for the EAAireates for the current year (model
EAA-P1) and for a longer time period (model EAA-P2)

Both models are programmed in Microsoft Excel atiliza following resources:
1. monthly time series of agricultural producer pri¢€ZV), source: CSO
2. annually time series of selected indicators EAAjrse: CSO

3. annually time series of land size and animal nusiléragricultural commodities,
source: Internal database UZEI Baseline
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4. annually time series of economic indicators of @gtural commodities, source:
model RENT-4 - predictive econometric model, sajvetonomic predictions for 37
essential commodities of the Czech agriculturetgirolZednékova, 2010).

2 Material and methods

2.1 The basic structure of EAA-CSO

EAA is a global accounting scheme that summariresrésults of the agricultural sector for
the calendar year. In the structure, which annugllplishes CSO, contains 31 basic
indicators u01,...,u31 in terms of value (CZK milijh the following content:

ul1 total cereal production, which inclides output vatue of wheat, rve, batley, oats, grain
u02 total production of industrial crops, which includes the production of oilseeds

u03 total production of feed crops including com silage, fodder root crops and other fodder
u4 total production of vegetables and horticultural products

uls total potato production

ule total production of fruit including fresh fruit

ul7 total production of table wines

u0g total production of olive oil

u09 total production of other vegetable products

ull total crop production (w01 + ... +u09)

ull total production of animals including cattle, pigs, equines, sheep and goats, poultry
ul2 total production of animal products, milk, eggs and other products

ul3 total animal production (ull +ull)

uld total production of agricultural products (ul0 +ul3)

uls total agricultural production services, inclhuding agricultural services and rental income
ulé total agricultural production (ul4 + ul%)

ul? total value of non-agricultural secondary activities (inseparable)

ulg total agricultural output (ul6 +ul7)

ul9 intermediate consumption inchudes all direct costs

u20 gross value added at basic prices (ul8 - ul9)

ull consumption of fixed capital includes machinery and equipment, buildings, plantations
ull net value added at basic prices (u20 - u2l)

ul3 compensation of emplovees

u24 other taxes on production

uls other subsidies on production income

ul6 factor income (22 - u24 +ul%)

ul? net operating surplus / mixed income (u26 - u23)

ulg prescribed rents and other rents from property

uz9 interest expense

u30 interest income

u3l entrepreneurial income (u26-u23-u28-u29 +u30)

2.2 Model EAA-P1

From the described structure EAA-CSO it is evidéwat the whole account can be divided
into the following sections: account of the totémt production (RV), account of the total
animal production (ZV), account of intermediate smmption (MSP), and account of the final
indicators of agricultural sector (FIN). These aotts can be described by the following
mathematical relationships:

RV account
PRQrv = u01 + u02 + ... + u09
=sum (i0 KOM-RYV, PLOi * VYNi * CENi ),
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where kOM-RV is the set of all plant commodities @Zech agriculture in the range of
indicators uO1 to u09 (cereals, oilseeds, industri@ps etc.),

PLOI, VYNI, CENi are the total area, average hextgeld and average annual producer
prices for commodity b KOM-RYV in the Czech Republic.

Z\V account
PRQv =ull +ul2
=sum (i0 KOM-ZV, STA * VYN * CEN)),

where KOM-ZV is the set of animal commodities ire ttange of indicators ull - animals
(cattle, pigs, poultry, sheep and goats) and wr#mal products (milk and eggs),

STAI, VYNI, CENi are the total numbers of animalse average annual per capita production
(slaughter meat, dairy and eggs) and average apnadlicer prices for il KOM-ZV int the
Czech Republic.

MSP account
MSP = ul9
= OSl+ ENE+ HNO+ POR+ VET+ KRM+ UST+ UBU

where each item of MSP constitute the total costesfd OSI, energy ENE, fertilizers HNO,
veterinary costs VET, feed costs KRM, costs of neiance machinery and equipment UST
and the cost of maintenance and repair of buildwBbS for the agricultural sector.

FIN account

Gross value added HPH = u20 = BRRG PRQv - MSP

Net value added CPH = u22 = HPH - SFK

Income from factor DFA = u26 = CPH - DAN + DOT

Net operating surplus CPP = U27 = DFA - NZA

Entrepreneurial income DPO = U31 = DFA - NZA - NAURN + URV

where each item SFK, DAN, DOT, NZA, NAJ, URN and YRorrespond to indicators u21,
u24, u25, u23, u28, u29 and u30 of EAA-CSO.

Building of commodity accounts

The model EAA-P1 is based on accounts of individt@hmodities RV and ZV. For each
commodity is necessary to create a structure ah@itators consistent with EAA-CSO. The
model EAA-P1 will be the more close to EAA-CSO, there representative the selection of
agricultural commodities will be. For this purpogbere was chosen the model RENT-4
which provides time series of production-economiutigators of 37 agricultural commodities
Al1l-A25 for RV commodities and A26-A37 for ZV commitds (Al=winter wheat, ... ,
A25=apricots, A26=dairy cows, ... , A37=poultry-hetisat adequately represents the Czech
agriculture (Foltyn, Zedgkova, 2010).

Account of RV commaodities
Sales of individual plant commodities (TRZ) per taee are

TRZ; = VYN;; = CEN,, iORVandj = year,
where VYN and CEN are hectare yields and produdeeg taken from the model RENT-4.
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The unit cost for plant commodities are taken ftbemodel RENT-4 per hectare in CZK:

seed purchased (NRV1), seed own (NRV2), fertilizanschased (NRV3), fertilizers own

(NRV4), plant protection (NRV5), machinery costsR¥b6), other direct costs and services
(NRV7), labor costs (NRV8), fixed costs (NRV9) atatal costs (NRV10) — the sum of

NRV1to NRV9.

Breakdown of cost items from the model RENT-4 tdiwidual EAA items show the
following relations:

0SI; = NRV1,, + NRV2,

ENE,; = NRV7,; # koefl

HNO,, = NRV3,, + NRV4,

POR;; = NRV5,

UST,; = NRV6,; = koef2

UBU,; = NRV9, = koef3

MSP, = OSIL; + ENE,; + HNO,, + POR; + UST;; + UBU,
HPH,; = TRZ; — MSP,

SFK;; = NRV9,; = koef4 + NRV6,; = koefs

CPH,, = HPH,, — SFK,

ij

i

ZAM,; = NRVS,

DOT,; = POD,,

DFA,; = CPH,; + DOT,
CPP, = DFA, — ZAM

ij ij ij

DPO}; = DFA;; — ZAM,,— NAJ;, — URN;; + URV,

where koefl to koef5 are coefficients of the decosipon of RV cost items in accordance
with the structure of indicators u19 to u31.

Account of ZV commodities
Sales of individual animal commodities (TRZ) pgriece and year:

TRZ; = VYN;; * CEN;; + VYN2; = CEN2;; for commodity i and year j,

where VYN and VYN2 are unit indicators of primaryda secondary performance of
commodity i in year j relative to average 1 piealeein from the model RENT-4,

CEN and CEN2 are the producer price of primary sewbndary production.
The unit costs of commodities are taken from theleh®ENT-4 for a piece and year in CZK:

feed purchased (NzV1), feed own (NZV2), pharmacalgi and disinfectants (NZV3),
machinery costs (NZV4), other direct costs and isesv (NZV5), labor costs (NZV6),
depreciation of assets (NZV7) depreciation of amsnidlZV8), fixed costs (NZV9) and total
costs (NZV10) — the sum of NZV1 to NZV9.

Breakdown of cost items form the model RENT-4 tadividual EAA items show the
following relationships:
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ENE,; = NZV5, + NZV4, = koef11
VET,; = NZV3,

KRM;, = NZV1; + NZV2,

UST,; = NZV4; * koef12

UBU,; = NZV9; = koef13

MSP,; = ENE; + VET; + UST;; + UBU;
HPH,, = TRZ; — MSP,
SFK;; = NZV6; + NZV7, + NZV4, = koefl4+ NZV9, * koef15
CPH,; = HPH,, — SFK,

ZAM;; = NZV6;

DOT,; = POD,

DFA; = CPH;; + DOT,

CPP; = DFA; — ZAM,,

DPO,; = DFA;; — ZAM;,— NAJ; — URN;; + URV,;

where koefll to koefl5 are decomposition coeffiisieaf cost items in accordance with the
structure of indicators ul9 to u31.

Model calculation of EAA for the Czech agriculture

Multiplying all account items for individual RV andVv commodities A1-A37 by the total
production land area and the total number of arsnwdl these commodities in the CR,
respectively, and summarizing them over all RV @wcommodities then leads the model
computation of the total EAA for the CR.

This approach represents the model estimation & Eging the model EAA-P1.
EAA prediction for 2014

With the described model EAA-P1 it can be donepresliction of EAA for the current year.
For this prediction there are necessary followimapi:

Income and costs for each commodity in 2014: sotimeenodel RENT-4.

Producer prices in 2014: for this purpose thers developed a model CEN-1, on the basis
of monthly time series from 2000 to 2014 which peced average annual prices for
agricultural commodities on the base of severaltmdata of the current year.

Production land size and animal numbers for RV @kdcommodities in 2014: for this
purpose there is used the sub-model PST of the Ink#d®-P2 (see section 2.3), on the basis
of annual time series data for all commodities AA?Aorovides prediction of these indicators
for the current year.

Subsidies for agricultural commodities in 2014: reeuis CAP assumptions, i.e. rules and
objectives of the EU CAP for the period after 2013.
2.3 Model EAA-P2

While the base of the model EAA-P1 are commoditgoaats, the basis of the model
EAA-P2 are projections of all 31 indicators of EA¥60O. The RV and ZV accounts of the
model EAA-P2 use the commodity structure A1-A37nirthe model RENT-4. In the MSP
and FIN accounts the model EAA-P2 is based onithe $eries of indicators ul9 up to u31.
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Model EAA-P2 is based on the regression of seadosradls (see below) in prices, crop areas
hectare yields, animal intensity and animal numirers which there are calculated values of

the total output indicators for agriculture. Furthere, with the help of seasonal trends there
are calculated cost items and other indicators/Ah.EPredictions of subsidies are taken from

the rules of Agrarian Policy of the EU CAP for gheriod up to 2020.

The basic input source into the model EAA-P2 is tifi@tabase BASELINE-UZEI
(Zedntkova, 2014) that collects long time series of reltland economic data for all
important agricultural commodities.

The aim of the model EAA-P2 is to create a compedictive model of EAA. This model
consists of sub-models that predict separatelydsararea and the animal numbers (STR),
yields and animal intensities (INT), producer psi¢€EN-2) and the cost and other items of
EAA (NAK).

Method of seasonal trends

All EAA indicators of the model EAA-P2 are procedssccording to the same principle - a
method of calculating the seasonal trends.

Variables and parameters of the method are:
X — measured values, y - variable time (years, hg)nt

m - length of seasonality period determined by uker, p - number of periods which is
determined by (n-m)/m, n - number of elements whialist be integer multiple of m, k -
multiplier of the projection.

Calculation of indicator projections is providedtine following steps:
Step 1: Input of variables x and y.
Step 2: Calculation of moving averages.
Step 3: Calculate the ratio of the previous petothe average.
Step 4: Calculation of the unadjusted indexes éstasonal period.
Step 5: Calculation of adjusted seasonal index.
Step 6: Calculation of seasonally adjusted indéxésne series.
Step 7: Calculation of seasonally adjusted timeser
Step 8: Calculation of trend predictions:
a. First calculates the selected regression (imedynomial and power function).
b. From the regression there are obtained regressiefficients.
c. Adjusts the variable y to length n' = n + mlkagamum projection length).
d. From the calculation of the selected regressration derives the forecast trend.
Step 9: The final calculation of the seasonallyatid trend is made on the base of step 6 and
step 8d.

A detailed description of the method it can be fbimChaloupka (2014).
Projection of EAA-P2 indicators using the seasonatend method

Projections take place in each sub-model indivigualr the monitored commodities (model
RENT-4) and for the cost and other items of EAA,idnich there are used time series since
2000. Sample prediction results there are presentgaphs 1 — 4.

Description of individual sub-models and their chaacteristics

The sub-model CEN-2 draws data from monthly commyogrices since 2000 and as
seasonality is here used one year (12 months).sIiianodel offers the option of linear and
power regression function. It is a choice betwegment prices and constant prices (base year
2000).
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The sub-models STR, INT and NAK are identical inme of structure. Data that enter into

these sub-models begins since 2000. Seasonaliy default set to 3 years, but sub-models
allow changing the length for all commodities. Tdt@ice is linear, power and polynomial

regression function.

Each sub-model predicts development for severakyi@aadvance for each year, while there
is a so-called folded projection. It consists ifftsig base (input time series) by one step (one
year) forward. All prediction sub-models are dynarand responsive to the addition of new
data as well as are able to fill missing datanmetseries.

3 Results and discussion

3.1 Results of the model EAA-P1

Tab. 1 shows the realization of the model EAA-PherE are compared model results with
the published values of the EAA-CSO in period 2@083. Prediction for year 2014 is under
development on the basis of available data forfitise half of 2014 (producer prices, sown
areas for crops and total numbers of animal categjoand there are presented as preliminary
results only to illustrate the methodological prahaes.

Tab. 1 Examples of model calculations EAA 2008-2013

Code Model EAA-P1 (CZK mil.) - calculatia Model EAA-CSO (CZK mil.) - realit

EAA Indikcatol 200¢ 200¢ 201C 2011 2012 2012 2014 200¢ 200¢ 201C 2011 2012 2012

01 Cereals (including seeds) 27 869 20432 28118 35 4285 645 33805 30699 26433 18767 24599 32703 323626081

02 Industrial crops 14 638 12 474 14 908 17 052 18 491 19 966 21207 161712723 13572 17536 19039 20219
03 Fooder crops 8779 8102 8 469 10 107 10891 10939 12749 8905 90200549 9729 10291 12525
04 Vegetables and horticull products 5082 5088 5233 53% 5331 5578 5494 4 853 4846 5043 5169 5170 5451
05 Potatoes (including seeds) 3229 2958 5131 2533 5132 4450 3855 2630 2489 2395 2104 2059 2448
06 Fruit 1725 1427 1159 1015 1351 1502 3232 1646 1296 10020881 1281 1373

07 Wine 1022 709 575 1154 774 935 935 1022 709 575 1154 774 935
08  Olive oil

09 Other vegetables products 850 716 712 769 830 610 610 850716 712 769 830 610

10 Crop production (01 AZ 09) 63 194 51 907 64 305 73 59 76 564 77785 78782 62509 51115 56951 70252 7180616725

11 Animals 26 302 22641 20399 19 529 21017 22207 21562 2707296@3 20425 20396 21901 22288
12 Animal products 26 240 19740 21667 23827 23831 5% 1 27676 25345 18442 20465 23021 23117 24608
13 Animal production (11+12) 52542 42 382 42 067 43 35644 848 47 360 49 238 52417 42402 40890 43417 45017 8986

14 Production of agricultural products (10+13) 11673 94288 106372 116949 121411 125 145 128 020 114926 51B3 97 841 113669 116824 122058
15 Agricultural services 2656,7 26021 27086 2727,80822 35229 0,0 2657 2602 2709 2728 3082 3523
16 Agricultural products (14+15) 118392,7 96890,6 0680,3 119 677,0 124 493,7 128667,9 128019,8 117 582 1196 100549 116396 119906 125581
17 Non-agricultural secondary activities (insepara 2 193¢ 1696, 2056, 2483, 2 468,: 2487t 0,0 219 1697 2057 248: 2 46¢ 2 48¢

18 Agricultural output (16+17) 120 586 98587 111137 2180 126 962 131155 128020 119776 97816 102606 798 822374 128068

19 Total intermediate consumption 89854,4 8329246389 866190 861266 93521,9 1004203 88907 78688170 83444 88223 93083
20  Gross value added at basic prices (1¢ 20631, 6088,: 22894, 24780 30004! 26323, 22299/ 30868,! 19132, 24435,t 35435, 34151, 34985;

21 Consumption of fixed capital 117457 117541 16,69 127428 12977,8 124068 13309,7 14 610,1 14 214 @54,7 14 824,8 15023,3 15388,8
22 Net value added at basic prices (20-2 8886, -5665¢ 11197,' 12037, 17026, 13916, 8989,¢ 16 258,( 4921,( 10181,: 20610,! 19 127,% 19596,

23 Compensation of employees 213385 20746,0 197691557,8 229750 25556,6 28539,1 26 056,2 24 635,982 24317,4 248280 25499,7
24 Other taxes on production 0,0 0,0 0,0 0,0 0,0 0,0 0,0 91171 1264,7 13641 12572 1219,1 12600
25 Other subsidies on production 17 707,0 18961,6 9mg9l 178354 21230,5 25909,8 23930,5 25575,6 28626 844,6 27 567,4 29283,3 30269,5
26 Factor income (22-24+25) 26593,2 132957 2938888732 38257,1 398261 329204 40 642,7 32 330,563%6 46 920,8 47 192,1 48 606,0
27 Net operating surplus/mixed income (26- 5254, -7450,. 9619,7 8315« 15282, 14269, 4381, 14586,! 7694t 11677, 22603, 22364, 23106,

28 Rents premiums and other rental prog 0,C 0,0 0,C 0,C 0,0 0,C 0,0 3611, 3899, 3802¢ 4216,( 4540, 4994,

29 Interest expense 0,0 0,0 0,0 0,0 0,0 0,0 0,0 14435 13488 726,9 1398,1 0118318854

30 Interest income 0,0 0,0 0,0 0,0 0,0 0,0 0,0 611,0 394,1 496,6 399,7 450,7 462,6
31 Business income (26-23-28-29+30) 52544 -745066194 83151 152818 14 269,2 43810 10142,7 2840,54571 17 389,1 164440 16688,8

3.2 Results of the model EAA-P2

Graphs 1-4 illustrate EAA predictions to period 22017 using the model EAA-P2 based on
time series 2000-2014. These graphs show on exanmgfleEAA chosen indicators the
regression calculations that are provided by thersodels INT, STR, CEN-2 and NAK with
different regression function (linear, polynomiatdapower). The resulting EAA is then
obtained by summarizing predictions of individu#élA&items computed by these sub-models
and modifying by the deviation parameters fromitgal' he deviation parameters are actually
derived the percentage difference between the nredalts of EAA-P2 and real numbers of
EAA-CSO in the real time period (2000-2013).
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Graph 1 Calculation of the projection of the INT debfor winter wheat (ha yield)
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Graph 2 Calculation of the projections from the SORwinter wheat (harvest area)
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Graph 3 Calculation of the projection model CENRViinter wheat
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Graph 4 Calculation of the projection model NAK fbe cost of seed in the Czech Republic
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4 Conclusions

The above described prediction models EAA-P1 and\PR represent research effort of
UZEI to give to the central sphere (Ministry of Agriture) and agricultural entrepreneurs
(farmers) important information about expected eooic results of this branch and efficiency
of the used big financial sources for support afcadfure as a whole in the framework of the
agrarian policy (CAP) with the sufficient time rese.

The development of these models will continue ie fhture in the frame of the internal
research grant system of UZEI.
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Annotation: At present, increase demands for farming in thection of sustainability. These
include strengthening the positive and eliminatthg negative environmental impacts such as
erosion, unwanted contamination of agriculturabllaic.

For this purpose it was designed and approved éyTdthnology Agency CR a project "Model
FARMA-5 - Advisory optimization system for simulag the optimal behavior of agricultural
enterprises in relation to the sustainability ofiagture and agricultural technologies to the
environment friendly, with links to geographic infieation system".

The advisory system FARMA-5 consists of the follogicomponents: a mathematical model
FARMA-5 for spatial optimization of production sttures on the basis of soil blocks, created in
the GAMS optimization system; model ERO-1 for theston hazard based on GIS linked with the
classification of BPEJ; models EMI-1, IMI-1, DEPtd determine the impacts of atmospheric
nitrogen deposition into agricultural land througk balance of NPK.

The mathematical optimization model FARMA-5 calt¢etathe optimal production structure of a
farm matching given inputs based on the variart tggtimization, i.e. economic optimization
(maximizing farm profit, regardless of environméntanstraints), ecological optimization 1
(maximizing farm profit while taking into accourtie erosion hazard established by the model
ERO-1), ecological optimization 2 (maximizing faprofit while taking into account the balance
of N in relation to the results of models EMI-1, [HY, DEP-1) and ecological optimization 3
(maximizing farm profit with different combinatiortd ecological optimization 1 and 2). The use
of advisory system FARMA-5 is assumed for the faewel and the decision-making level
(Ministry of Agriculture) to simulate the impact$§fature agricultural policy options.

Key words: advisory system, economic-mathematical model, inde®RMA-5, economic
optimizing, ecological optimization, erosion hazaghs emissions, air pollution, ammonia,
atmospheric deposition of N, nutrient balance oKNP

JEL classification: Q18, Q15, Q51, C02, C31, C61

1 Introduction

Economic analysis of quality problems and pollutairthe environment should be based on
the principle of responsibility. These trends ds® aeflected in the agricultural sector, when
the principle of "polluter pays” has increasing gogt of politicians and the public. Getting
polluters to bear the cost of disposing of theillytimg activities is economically correct
because it promotes fairness in society and carna#hto economic efficiency. Agricultural
policy is going the way of preventing environmerdagradation, and therefore introduces the
principles of good agricultural practice and staddaof GAEC. The aim of GAEC-2 is
mainly to protect the soil from water erosion aeduce the negative effect due to erosion.
The problem of soil erosion is solved by settinguieements for the selected method of
growing main crops on heavily and moderately ermsibvulnerable soils. For the pollution
of surface and groundwater is standard given bitrate directive.
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In UZEI Prague, together with EKOTOXA Opava, in 204tarted the project FARMA-5
whose goal is to create a comprehensive methodaalbgpparatus for analytical assessment
and prediction of suitable farming methods for egjtural enterprises.

The advisory system uses already created an economedel RENT-4 and includes several
other models - model ERO-1 dealing with water liswil erosion, models EMI-1, IMI- 1,
DEP-1, engaged in ammonia emissions from livestgekduction and subsequent
atmospheric deposition of nitrogen to the agricalttand forest land, and finally model
FARMA-5, which connects mentioned models into actional system based on operating
software for both the farm level and central level.

2 Materials and Methods

2.1 Model FARMA-5

Model FARMA-5 is a spatial optimization model, whiallows the economic, technological
and environmental optimization of the productiomusture of a farm on the basis of external
production conditions and its spatial distributiarthe farm depending on geographical, soil
and environmental assumptions about the environmeshich the farm is located.

Network of soil blocks and matrix information base

Suppose that for a given farm there exists a n&wbsoil blocks (PB) registered in the LPIS
system with a unique identification code. For thedel processing of the farm there is
created a matrix input data structure

MAT = (i), i=1,...m, j=1,..n,

i.e. a system of matrices MAT1, MAT2, etc. with tkeme size, which contain important
information about each PB of the farm, such as kEnéd, the average altitude, average slope,
ranking to LFA and production region classificatidype of culture (arable land, grassland),
assigning to BPEJ classification (containing landldy, e.g. humus content, the vulnerability
of nitrogen, erosion hazard, expected hectare yieid.).

A set of model plant commodities

The model also introduces a set KOM, which contamsortant commodities of the Czech
agriculture (market commodities — e.g. cerealsseaitl rape, sugar beet, potatoes, further
forage crops — e.g. silage maize, fodder and finpdirmanent grassland - meadows and
pastures). For the set KOM the following conditiaids:

to each PB (i, jJ1 MAT is assigned just one commodity kairKOM.

The basic division of commodities of is on aratded (OP) and permanent grassland (TTP)
which is done using subsets KOM-OP and KOM-TTP.

A set of model animal commodities

For animal commodities the model introduces a s@&MKZV that contains the various
categories of cattle, pigs and poultry which folfowhe structure of the commodity model
RENT-4 (Foltyn, Zedrtkova, 2010).

Connection between plant and animal commodities

For each animal commodity there is defined the redeéed nutrients (in energy units) and
for each crop commodity there is defined the cantérfeed nutrients (in the same energy
units) related to individual animal categories ifirdomestic sources, i.e. from the own farm
production). Model FARMA-5 provides these connetsiaising the system of equations:
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KRMpotr (komzV) <= sum (komRVJ] KOM, KRMprod (komRV, komzZV))
for komzVv O COM-Z2V
where KRMpotr is feeding need of the commodity kammehd
KRMprod is feeding production of the commodity komhRr the commodity komZV.

In other words, feeding needs of each animal cayegust be covered with an analogue
output of a crop production.

The economic characteristics of commodities

To each commodity of the set KOM and each PB asigasd basic economic characteristics
— hectare yields (vyn), costs (nak), supports (ppd¢es (cen) and profit (zis).

For profit on the PB the following relation hold:
zis(kom,i,j) = (cen(kom,i,j) * vyn(kom,i,j) + pod@m,i,j) - nak(kom,i,j)) * pocHAC(,))
kom [0 KOM a (i,j) O MAT,
where pocHAC(i,)) is the land size of PB (i,)).
Model variables

For each commodity kom from KOM and each PB (ig) dssigned a model variable
x(kom,i,j), with values of 0 or 1 that indicates @ther the commodity is or is not on PB. It
applies that

x(kom,i,j) =1, if kom KOM lies on PB (i,j)d MAT
=0, if ko] KOM does not lie PB (i,j)] MAT.

Solving of the model FARMA-5 then is given by findi such a distribution of commodities
from KOM on soil blocks PB of the farm that meegstain prescribed conditions, and is due
to a given criterion the best (optimal solution).

The basic constraints of the model

The basic condition for the model is the spatiatrihution of commodities, i.e. every PB may
be placed no more than one commodity. This candtbematically expressed as

sum (kom KOM, x(kom,i,j))< 1, x(kom,i,j) =0 or 1 for all (i,j)J MAT.

Given that so formulated problem leads to so-caliéeger optimization, which is in terms of
mathematical and software solvability very difficulthis condition is mitigated and
transferred into the form

sum (komd KOM, x(kom,i,j)) <1, 0< x(kom,i,j)< 1 for all (i,j) O MAT.

Such a modified model is already solved in a realslentime, as shown experiments with
model FARMA-5. The condition, however, admits thesgibility that on the given PB may
occur more commodities with value of variable xviedn 0 and 1 (the sum of which<sl).
The problem is then necessary to solve by postropdition procedures ensuring the integer
solution.

Lower and upper bounds of variables

For variables x(kom,i,j) are introduced into thedabthe lower and upper limits of allowable
values that may have the solution to take. Theyraaked with symbols x.lo and x.up (lower,
resp. upper bound) and are subject to restrictions
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0 < x.lo(kom,i,j) < x(kom,i,j) < x.up(kom,i,j)<1  for all kom KOM a (i,j) O MAT.

If, for a given commodity konil KOM and PB (i,j)[0 MAT is assigned x.lo(kom,i,j) = 1,

then the lower and upper bound are equal to 1 argblving process no other commodity
than kom can enter in solution on PB (i,j). Comnipdiom is "forced" into solution at the

PB.

Analogously, if, for a given commodity kol KOM and PB (i,j)J MAT is assigned
x.up(kom,i,j) = 0, then the lower and upper lintié &qual to 0 throughout the solving process
the commodity kom cannot enter into solution on @B). Then the commodity kom is
"excluded" from the form the solutions on the PB.

Restrictions for cultures, production regions and LFA areas

The procedure for specifying the limits of the abfes in the model is used to define the
conditions for existence of PB in various groupsgficultural land.

Arable land: if PB (i,j) contains arable land,

then x.lo(kom,i,j,) = 0 a x.up(kom,i,j) = 1 for koD KOM-OP
x.lo(kom,i,j,) = 0 a x.up(kom,i,j) =0 for ko KOM-TTP.
Permanent grassland: if PB (i,j) contains TTP, then
x.lo(kom,i,j,) = 0 a x.up(kom,i,j) =0 for ko KOM-OP
x.lo(kom,i,j,) = 0 a x.up(kom,i,j) = 1 for kom KOM-TTP.
Area LFA-H:

X.lo(kom,i,j) = 0 a x.up(kom,i,j) =1, if PB (i,j5 located in LFA-H
x.lo(kom,i,j) = 0 a x.up(kom,i,j) = 0, if PB (i,Js located out of LFA-H.

Analogously, for the other LFA areas (LFA-O, or LfS) and for production regions (KR —
maize and sugar beet, BR - potatoes, BH — potatatssand mountain).

Other restrictive conditions

Adequacy of the model to reality depends on thedmgr of restrictive conditions for the
variable x(kom.,i,j), which contains a selectionrcofnmodities to individual PB depending on:

- natural conditions: size, location in the agriotdl area, elevation, soil quality etc.;
- economic conditions: yield per hectare, costiegst aid under the rules CAP, profit, etc.;

- specific conditions: farm management, ecologipebduction, erosion hazard, nutrient
balance of NPK etc.

Optimization criterion

The optimization criterion of the model is to finthximum of the total farm profit ZIScel
ZIScel = sum (zis(kom,i,j), kol KOM and (i,j) 0 MAT)

while meeting all restrictive conditions.

Interconnection between model FARMA-5 and databasBPEJ

There was created a database of potential soilitiert BPEJ (Voltr et al.,, 2011). BPEJ
database contains about 2,200 BPEJ types that ativdre agricultural land of the Czech
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Republic. Further, there was developed a statlstcael which calculates the dependence of
the hectare yields of individual crops on soil ifiyt factors defined in BPEJ system
(production function). This covers quantifiable tfas, such as mineral fertilizer N, P, K,
chemical protection, humus content, erosion hazatdnerability of soil nitrogen etc.
Production function was derived for approximatefy flant commodities and HPEJ (major
soil ecological units), representing approxima@yaggregation BPEJ for Czech agriculture.

Within the LPIS database for each soil block alddais defined assignment to BPEJ
classification. This enables the interconnectionthef model network FARMA-5 with the
database BPEJ for the farm.

2.2  Model ERO-1

To assess the degree of erosion endangerment loblsgks it was used the universal
Wischmeier - Smith equation (USLE = Universal Saiks Equation) in modification USLE
2D:

G=R*K*L*C*S*P
where within farming is possible in the followingays to change the value of factors:

G average annual soil loss in thygear?,
R factor of rain erosion efficiency, independentasming,
K factor of susceptibility to soil erosion, depentlen agricultural activities in the long

term (e.g. degradation of soil compaction due towvation),

L slope length factor, influenced by the organ@atiof land, building limits, roads,
contour furrows and other counter-erosion applicetj and counter-flood measures
interrupting the slope,

S the slope factor, independent of farming, or ddpat on farming in a small scale,

C factor of the protective influence of vegetatiorery dependent on agricultural
activities (choice of crops, growing season, usenofer-sowing etc.),

P factor of influence of counter-erosion measuragghlin dependent on agricultural
activities (cultivation method, application of sodnservation practices).

From the above it follows that for constant valoéthe R factor (average 40) and the factor P
(P=1) it can be calculated the product of the fectd R, K, L, S, P for each soil block and
then multiplying the value of the factor C - rethte the proposed crop — to get the estimated
value of the erosion degree washes for that block.

This procedure was used in the preparation of fdataacorporation degree of erosion hazard
in the model FARMA-5.

The erosion values relative to the main soil ukifgctor) were updated in the project, while
retained the average values of the factor C, threxevspecified for each crop (but not for
different methods of cultivation or use of undewsty). The recommended average value of
R factor increased to 40, as against the origirethodology (R = 20) means an increase in
calculated values about 100 %. There was alsoritieation of allowable soil loss limits for
the deep and average deep soils to the value 4.ydwr!, while shallow soils are
recommended for grassing.
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Preparing the database

The processor had a vector layer of soil blocksndividual farms with basic database
exported from an authorized section of the port&IS. in ESRI shape-file format.
Furthermore, there were ensured exports of DBHodats from the authorized section LPIS
portal with information on soil and erosion sitaati(see tab. 1) that define the conditions for
land management with regard to policy support.

The first step was to perform a database linkingssckey field ID_FB (code of soil block)
and connection to the shape-file of soil blocksr Ealculations and visualization of the
erosion threat there were prepared basic informaisted in the table 1.

Tab. 1 The first block parameters related erosion haziémiled to the shape-file attribute table.

Type of Length

Field name field field Description field
D FB N 10 The internal identifier of the recording of thelsoi
- block
KULTURAKOD C 1 Culture cod
ZKODFB C 1C Short code bloc
The average slope PB/DPB systém are calculated
SVAZITOST N 3.1 using data ZABAGEI
BPEJ xx N 72 Acrgage allocated PB/DPB in hectares to two
- decimal places BPI
KOD _EROzZ ¢ C 6 Code erosion hazard Ax(N1), Bx, AxBx(N
Codes of appropriate specific measures applicable
POT_MEO c 20 to MEO Px, Zx, Sx, Vx, K
MELIORACE C 3 Amelioration YES/NO

The occurrence of soils with strong or moderate esion threats to soil blocks

Information on the occurrence of the strong soibsemn threat on the block defines
restrictions on the crop use in the model FARMASHIce the information has not a spatial
location, the condition of exclusion of the erosaangerous crop covers the entire block with
the occurrence of SEO. Specifications SEO, MEO adeétailed description of the measures
can be found on the website of the MA - farmer alort

With the help of GIS and database analyses in Ac@bgrams and USLE 2D there were
prepared basic layers for calculation of erosiorsivea, which were subsequently converted
into a single raster format (ESRI grid) with a deson of 10 m with a common origin and
extent solved lots of individual farms. Raster obgactors were multiplied with each other
and with the help of zonal raster statistics in théent of farm soil blocks ther were
calculated summary values of five factor produdbjolv were processed and tabulated and
they served as an essential basis for the comepntafi variant erosion washes in the model
FARMA-5.
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Fig. 1 Diagram of the first process of erosion agkdtions to model FARMA-5

Erosion model ERO-1 evaluates (in the course ofefiogl process of farming) changes in the
level of erosion washes per unit area (in this casthe soil block). Since the model does not
reflect the intervention in the plot (like consttioa furrow or limits) thus interrupting slope
counter-erosion elements, it can be consideredwitte plot sum of products of the factors
L, S, K, R and P as constant. Change the crop sabsa only change of C factor, i.e. the
resulting rate of erosion washes so depends ontil@model change of this factor.

The resulting value of the average annual erosiashes from the block in the model
FARMA-5 has been varying according to a engineereg, thus with the change of C factor.
For import in the model there was prepared for efacn a table consisting of a block
identifier, information about the erosion threadaappropriate measures according to the
LPIS, and the column with the product of the fagtby S, K, R, P from the equation USLE.
Values of these factors for each block were obthing the sum of zonal values of raster
product of individual factors in the range of tlod lock.

2.3 Models EMI-1, IMI-1, DEP-1

The problem of the negative impacts of agricultaetivities on the environment is strongly
related to cycling of nutrients N, P, K in farmlarditrogen inputs into agricultural land from
industrial and organic fertilizers and atmospheeposition has both positively - as the most
important factor influencing the level achieved perctare crop yields, partly negative -
leakage of nitrogen from agricultural soils intoogndwater and the negative impact of
atmospheric nitrogen deposition on forest ecosysiarthe area of agricultural company.

For these reasons, it is a significant problem sssg the overall balance of nitrogen in
agricultural soils and the determination of the @gpheric deposition of nitrogen to the total
nitrogen input to agricultural and forestry landor Rhe determination of total nitrogen
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deposition are significant oxidized forms of nitemg(nitrogen oxides, nitrates in aerosols and
precipitation) and reduced form (ammonia, ammonions in aerosols and in precipitation).
Models EMI-1, IMI-1, DEP-1 were designed and tedtedletermine the optimal production
structure of agricultural holdings. Models EMHMI-1 and DEP-1 estimate total deposition
of nitrogen to the agricultural and forest landhg vicinity of these farms.

Model EMI-1 estimates the emissions of ammonia (NH®m livestock numbers and
average annual emission rate for each species. efhission factor is based on the
measurement of emissions of the animals houseleirCzech Republic (Zapletal, Chroust,
2006a) and includes four types of NH3 emissionsissions from housing, emissions from
manure storage (manure), emissions from the apigiicaf manure (slurry) and emissions
from grazing period.

The derivation of atmospheric ammonia concentratairdifferent distances from agricultural
sources was designed by model IMI-1, which is basedhe relationship that suggested
Theobald et al. (2006). This model provides an erptial curve that sets out how the
atmospheric NH3 concentration decreases with distdrom the source, depending on the
amount of NH3 emission from the source, the prdiignf wind speed and direction, the
nature of the surface between the source of NH3 @ade for which it is modeled
concentrations of ammonia and dry deposition of amem NH3 concentration dropped
rapidly with distance from the source. It was gagdeement between measured and modeled
concentrations of NH3 (Zapletal, Chroust, 2014).

It was used regional meteorological data for mdiidt1l in the Czech Republic. For map
processing wind speed and frequency of wind dwectwas chosen 36 synoptic
meteorological stations in the Czech Republic witlong series of observations. For the 47
areas in the Czech Republic were the basic windrakeded into different classes of
atmospheric stability and wind speed of each cldabgy were compared to the modeled
velocity and frequency of wind direction for thdeszted area in which the farm is located and
measured the speed and frequency of wind directiothe area of the farm. It was good
agreement between measured and modeled velocitfremaency of wind direction. Model
IMI-1 takes into account the likely effects of @&fént wind speed and direction using average
data for the Czech Republic (Czech Hydrometeorobdginstitute, 2007a, 2007b) and
characteristics of land use (EEA, 2005) betweenstrce and the point for which the
modeled deposition. Models EMI-1 and IMI-1 haverbéeked with regional meteorological
characteristics of the 47 areas in the Czech Repabld integrated to module. Integrated
module with input parameters (the characteristickvestock, surface characteristics in the
vicinity of the farm, the number of areas in whigharm) calculates emissions of ammonia
and subsequently air pollution ammonia concentnaitiothe vicinity of the farm, depending
on weather and environmental conditions in seleateds.

For the determination of total nitrogen depositmnthe background in the vicinity of these
farms was designed a model DEP-1. The model DERuleges total deposition of nitrogen
from the total wet and dry deposition of oxidizedragen compounds (NOx, nitrate in
precipitation) and total wet and dry depositionrefluced nitrogen compounds (NH3 and
ammonium ions in precipitation) in the 1x1 km gindthe Czech Republic. Dry deposition in
1x1 km grid was modeled from concentrations of gasecomponents (NOx, NH3) in the
atmosphere and their deposition velocities. Theosliépn velocities of nitrogen oxides
(NOx) and ammonia (NH3) were modeled from metewiolal data, data on surface
roughness and land use using a model of resis{@apetal, 2001). Wet deposition of nitrate
and ammonium ions were calculated from precipitaind concentration of NO3- and NH4+
in precipitation. Total nitrogen deposition is them of the total dry deposition of nitrogen
(NOx, NH3) and total wet deposition of nitrogen (BFONH4+). The output of the model
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DEP-1 is a map of the total deposition of oxidizsttl reduced forms of nitrogen in the

background 1x1 km grid in the Czech Republic. Quirtetal deposition of nitrogen to the

soil blocks and forest land in the vicinity of fasmwvas calculated as the sum of the total
deposition of nitrogen in a 1x1 km grid and dry dgiion of ammonia in the vicinity of these

farms. Dry deposition of ammonia was calculatednftbe modeled concentrations of NH3 in
air and their deposition velocities using model {MI

Current total deposition of nitrogen (calculatedtses sum of dry deposition of ammonia and
total nitrogen deposition in the background) is paned with the critical loads of nitrogen

calculated based on the mass balance of hydrogenimoforest soils and empirical critical

loads of nitrogen for forest soils (Zapletal, 2008%H3 emissions from farms can potentially
negatively affect forest ecosystem in the vicirtyhese farms.

2.4 Advisory system FARMA-5

By combining the model FARMA-5, model ERO-1 and migdEMI-1, IMI- 1 and DEP-1
there was created an advisory system FARMA-5, wlattbws optimize the production
structure of a farm, to reduce the risk of hazaakien and to achieve acceptable levels of
nutrient N, P, K in farmland. The functioning ofetradvisory system FARMA-5 for a
particular farm may be described in the followitgps:

Step 1. From the LPIS database to generate saik®l@PB), along with other information
such as identification of land culture (arable lawdpermanent grassland), PB belonging to
production regions and LFA classification, as veallthe average slope of PB and assignment
BPEJ to PB.

Step 2: From the information in step 1, to genenaddrix information system MAT1, MAT2
etc. for the model FARMA-5.

Step 3: Use the model ERO-1, to generate a matrecasion vulnerability parameters for
each PB depending on selected agricultural commasdit

Step 4: Using models of EMI-1, IMI-1 and DEP-1 afwtalization of the livestock
production, to generate a matrix of atmospheriodjn of nitrogen for all PB of the farm.

Step 5: Linking the model FARMA-5 with the model RE-4 and BPEJ database, to generate
a matrix of production-economic model inputs focle®B and each crop commodity: hectare
yield, costs, policy support and market priceswadl as the level of fertilizers N, P, K
according to commodities.

Step 6: Enter the farm default production structue land size for crops and number of
animals.

Step 7: The model FARMA-5 is ready optimize thenfaproduction structure while
respecting the erosion problem and NPK nutrieraiiizd based on the model atmospheric N
deposition.

2.5 Using data sources BPEJ and LPIS for advisorys  ystem FARMA-5

Basic idea

To use LPIS resources that users are commonlyadaibs input data in the mathematical
model FARMA-5 and in the model of erosion hazardCER whose outputs will design to
user an optimized use of the cultivated land.
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Extent and details

The method was tested on 11 enterprises farmingegions Bibram, PrachaticeCesky
Krumlov, Ceské Budjovice, Jindichiv Hradec, Usti nad Orlici, Blansko, Bruntal and @pa
All characteristics were measured at the level ahaged soil blocks.

Studied characteristics
For each farm enter into the model following avalgacharacteristics of LPIS:

- map layer of PB managed by the farm (the attachetdbdse includes acreage,
average slope and elevation of land, culture, lgphgmess of PB to the cadastral
territory);

- detailed information form LPIS (LFA, nitrogen vuhadle zones, distance from the
water, ameliorative interventions application zditeess for grassing);

- data on erosion endangerment (erosion endangeroteld GAEC, areas fo the
strongly/slightly vulnerable soil erosion, runafinigest line, suitability for sowing and
planting);

- AEO obligations (obligation code, grassing area)etc
- BPEJ classification (code and area of all rele&PEJ registered to PB);
- agricultural production regions (ZVO).

Data sources and availability used

LPIS data are obtained by the user through the miEar portal (eAGRI) on
http://eagri.cz/public/web/mze/farmarit is possible to download Datawell package that
contains the current map data sources of PB ineshipformat, including some basic
characteristics. Part of the package is a dataBB&& related to each PB. The limiting factor
for obtaining Datawell package is the availabitifymaps and BPEJ data, which can only be
obtained in cooperation with the user.

In case of the other LPIS data exports (detaile¢d ttaPB, data on erosion endangerment and
list of commitments AEO) it was possible to accélsis data via the MA website at
https://portal.mze.cz/ssl/web/portal-mzehere you can export the data to a specific date
the format *.xIs.

Procedure

It is a data-link at the PB level. It was used bumtbls ArcView, partly MS Access. For the
calculation of the erosion threat there was madeéatabase of the above-mentioned
characteristics of LPIS, BPEJ and ZVO, which wasnexted via a PB identifier (ID-FB) to
the map layer of PB. The same database enterseimtidel FARMA-5, but without the
mapping data.

Data on BPEJ was necessary to transform form tiggnal format, because the database
contained duplicate PB list with the appropriateEBRype acreage (tab. 2) that contains the
PB code as the unique indicator and different BBfads ordered by significance from the

largest to the smallest acreage (tab. 3).
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Tab. 2 The original data format BPEJ after withdrawaDattawell LPIS

IDBF BPEJ_KOD AREA
8377211 54178 7,64
8377211 52614 10,54
8377211 52654 4,84

Tab. 3 Data BPEJ after transformation per line

IDFB BPEJ1 VYM1 BPEJ2 VYM2 BPEJ3 VYMS3
8377211 52614 10,54 54178 7,64 52654 4,84

Data on ZVO are known at the cadastral territorg. dach PB was assigned a ZVO,
depending on cadaster centroid occurring (centgrapfity) of the polygon PB (source LPIS).

3 Results and discussion

To test the functionality of the advisory system RMA-5 were selected 11 farms. To
illustrate results of these farms there was chaskmm X.

Basic characteristics of farm X

The farm X is located at about 190 PB, of which-tmel is arable land and two-thirds is
TTP. The farm lies mainly in the potato productamea and in LFA-O classification. Farm X
focuses on production of cereals (winter and spwmgpat, winter and spring barley) and
oilseeds (rape seed and poppy), as well as theugtiod of fodder for animal production
(maize silage, perennial forage and TTP). In anipralduction, the farm is focused on
breeding dairy cattle (about 500 pieces, of whi€t¥® are dairy cows) with market dairy
production and selling young cattle.

Economic optimization of farm X

For the farm X, a number of model calculations werade using the model FARMA-5
comparing initial actual production structure (VBAS) with optimized production structure,
where about 20% of the released extent of culbwafior each crop (var. OPT). For the
optimization of both variants were used theoretassumptions on hectare yields for each PB
derived from the database BPEJ, and the costgspaod commodity subsidies from the
model RENT-4 in relation to the classification edguction regions and LFA.

Optimization results for the farm X were followinthe total profit in var. BAS represents
amount about 8 mil. CZK, while in var. OPT nearly rhil. CZK. Difference between these
two values documents production capability "revédaley the model FARMA-5.

Ecological optimization of farm X

The main benefit of advisory system FARMA-5 for thi@am X are the ecological
optimization calculations, which are considered|@gical criteria - the threat of erosion
(results of the model ERO-1) a limitation of nuttieN, P, K (results of the models EMI-1,
IMI-1 and DEP-1). The results of ecological optiatibn are presented in tab. 4.
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Tab. 4 Optimization of the production structure of thergany X with respect to erosion hazard and NPK
balance

Erosion Deposition M InputN Taking N Balance N InputP TakingBallance | Input K Taking K Balance K
t/ha kg N/ha kgN/ha kgN/ha kgN/ha kgP/ha kgP/ha kaP/ kg K/ha kg K/ha kg K/ha

min on PB 0,00 10,85 21,32 0,00 -87,44 0,00 0,00 -64,33 0,000,00 -183,32
max on PB 44,36 28,54 214,32 157,87 143,97 10,00 74,33 3-5,115,00 198,32 -7,92
average ZP 4,18 13,96 122,72 87,43 49,25 8,57 34,74  -26,182,851 91,42 -78,57
Var. 2 - enter: erosion=0, balance NPK=1, profieB tis.CZK____

min on PB 0,00 10,85 33,89 42,86 1,16 2,56 12,46  -32,45 3,843,84  -50,00
max on PB 36,58 28,54 138,60 100,12 50,00 10,00 41,66 -5,135,00 65,00 -44,35
average ZP 4,96 13,96 86,89 61,74 39,11 6,68 23,49 -16,81 ,0210 59,91 -49,89
Var. 3 - enter: erosion=1, balance NPK=0, profitlD® tis. CZK___

min on PB 0,01 10,85 0,00 0,00 -8,35 0,00 0,00 -65,03 0,00 000,-191,75
max on PB 3,87 28,54 196,18 164,87 160,11 10,00 75,03 0,005,001 206,75 0,00
average ZP 1,68 13,96 109,67 78,94 44,70 8,06 30,75 -22,702,081 82,76 -70,67
Var. 4 - enter: erosion=1, balance NPK=1, pro4B tis. CZK____

min on PB 0,01 10,85 3,13 16,78 1,16 1,43 3,85 -32,06 2,15 ,9319 -50,00
max on PB 18,17 28,54 13531 98,43 50,00 10,00 41,49 -2,275,001 64,92 -17,56
average ZP 3,36 13,96 78,72 57,57 35,11 6,28 2164 -1535 43 9, 56,33  -46,90

Note: erosion = 1/0 — the erosion limit (4 t ZP hes for each PB) is/is not considered in the coafdbe
farm profit optimization, balance NPK = 1/0 — thaldnce nutrient limit (range -50 to +50 kg of N,KPper
hectare of ZP for each PB) is/is not considerettiénoptimization process

Contribution of indicator optimization of farming irelation to the environment and their
reflection in the overall farm economy is impossillithout complex calculations. Therefore,
the calculation of total income, while respectirggtain limits, based on the aforementioned
indicators can help in the decision-making processch direction to develop the farm, or
vice versa to dampen some ways of farming.

In the case of N balance (but also in P and K le&lamay not lead to long-term uneven
balances (shortage or surplus) of these nutriéf& balance is influenced by a process of
ammonia emissions from animal production and sulbsetgatmospheric deposition of N.
Another important indicator is the erosion vulneligbof certain parts of the farmland where
inappropriate farming methods can lead to significarosion of soil washes with adverse
effects on fertility reduction as well as disposalsagricultural land. On the basis of precise
inputs using figures which are based on universaligilable information (LPIS) and special
measuring emissions in the farm can then model FARMthrough model simulations
provide valuable information and guidance on howatmid potential negative economic
consequences.

On the other hand, to the central authorities theva mentioned calculations may show the
problematic locations in Czech agriculture, whelger¢ can be assumed negative
consequences of management. On the basis of maltelations then it can be proposed a
stimulus targeted support for Czech producers, hviitould act to minimize or eliminate
negative consequences, and thereby to introducdtiveossocietal impacts of future
agricultural policy. The advisory system FARMA-5 darits software realization in
collaboration with a research team of consultariisukl be available for operational
troubleshooting of agriculture for both these spkeaf the future use (agricultural enterprises
and Ministry of Agriculture).
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4 Conclusions

The advisory system FARMA-5 may serve as the bafsise methodology for designing and
evaluating future development of farms, while allogvrespecting their specific production-
economic and organizational conditions. In the cdg®gocessing larger areas allows software
apparatus to study the behavior of agriculturatmgamtses in line with the objectives of the
CAP of the EU, i.e. to ensure sustainable agricaltdevelopment with respect to the
requirements of good agricultural practices andcafjural technologies friendly to the
environment.
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Annotation: The objective of the paper is to determine thduérfce of agricultural sector’s
development and employment in agriculture on rggpulation in Russian Federation and to
identify the factors, which reduced the rate ofamikation in the country compared with the
global trends. These objectives were realized tindwypothesis testing.

There was not discovered any correlation betweenatisolute value of agricultural production
and rural populations. But decline of the rural plagon was not caused by the decline in
agriculture, but fall of its importance in relatido other sectors of the economy. There was
confirmed a direct relationship and high correlatietween employment in agriculture and rural
population, despite the fact that the decline irpleyment in agriculture occurred much faster
than the decrease in the rural population.

Among the reasons which can explain differencefiéndevelopment of Russian rural population
from the global trends are administrative reorgatiins, development of household plots instead
of big collective farms, differences in the devetemt of particular regions and migration between
regions, natural decline in the urban populatiorgration from the former Soviet republics and
blurred boundaries between rural and urban pojulisti

Keywords: Agriculture, rural population, collective farms,ussia, regions, urbanisation,
employment.
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1 Introduction

Over the last 20 years many urban areas have exged dramatic growth, as the world
economy has been transformed by a combinationpidl t@chnological and political change
(Svatos et al, 2014; Ishchukova et al, 2013). Rurdlan migration and the transformation of
rural settlements into towns and cities have besportant determinants of rapid urban
growth (Cohen, 2004).

For the period from 1980 to 2012, the average warndl population decreased from 60.6 to
47.5% of all population. Employment in agricultutecreased from 48.5% to 33.2%. Share of
agriculture in GDP decreased from 7.5 to 3.1%. (®eu., Steininger M., Maitah M.,
Skubna O. and Vasilyonok V., 2014).

Thus, the global trend is expressed in the rednabiothe role of agriculture in the global
economy and was followed by a decline in the nundfgobs in the agricultural sector and
reduction of the rural population.

However, if we look at the statistics of the rupabulation of Russia for the same period, we
can see significant differences. In 1980, the slorairal population was 30%, by 1990 it
dropped to 27%, and until 2013 remained almost angéd, ranging between 26-27%. Thus,
the overall decline was less than 4%, while theldvaverage decline was 13.1%.

What can explain such a significant deviation frthra global trends? Experts in the field of
demography and economic geography called some ef pbssible reasons for this
phenomenon. Among such reasons are growth of tatigs due to reduction of small towns
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(Lexin, 2009), migration to the rural areas of Ragsom neighboring countries, mainly from
the former Soviet republics etc. (Nefedova T.Geylish A.l., 2010).

In addition, there are other distinctive featuréshe Russian rural development. Firstly, it is
significant decline in the share of agriculturecountry’s GDP. For the period 1990-1992 it
decreased from16.6 to 7.7% of total GDP due tattlapse of Soviet Union and the process
of economic transformation.

The decline in the share of employment in agriceliag also noticeable. If in the beginning of
90s the share of employed in agriculture was 1492012 it was two times smaller (only
7.3%).

Therefore, we can observe that a significant dedinthe share of agriculture in GDP and
employment in agriculture were followed by a relaly small decrease in the rural

population. This may suggest that rural developnerRussia is specific case compared to
the rest of the world. There is a disproportionassn the development of agriculture and the
rural population.

This paper is trying to explain these trends thiotige analysis of the relationship between
the development of agriculture and rural populaion the Russian Federation to find
possible explanation of this phenomenon.

2 Materials and Methods

The objective of the paper is to determine theugtiice of agricultural sector’'s development
and employment in agriculture on rural populatiorRussian Federation and to identify the
factors, which reduced the rate of urbanizationthie country compared with the global
trends. This objective is realized through hypathéssting. These hypotheses are as follows:

Hypothesis I: The volume of agricultural production affects tlueal population.
Hypothesis II: The share of agriculture in GDP affects the rurapplation.

Hypothesis lll:  There is a relationship between the rural populatemd share of people
employed in agriculture.

The analyzed period is 23 years (from 1990 to 20TRus it covers the whole period of
transformation of the Russian economy since thiagse of the Soviet Union. As sources of
statistical data, we used Russian Federal StatisBervise database, World Bank database
and FAOSTAT.

In this paper we performed a regression analysizguthe classical least squares method.
There were calculated a regression equation, cositis of correlation and coefficients
elasticity, coefficient of determination R To test a significance of the hypotheses there
were used the classical p-value, F statistic asthttstic. To test for the presence of
heteroscedasticity, we used the Spearman's ran&l&@ibon coefficient and Goldfeld—Quandt
test.

3 Results and Discussion
The analysis starts with the formulation of hypctse
Hypothesis I: The volume of agricultural production affects tlueal population.

Agriculture and the rural population are narrowhgerrelated. Agriculture has historically
developed in rural areas, far from urban settlemddévelopment of agriculture would create
new jobs, and thus attract new residents to thed eweas.
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Hypothesis Il: The share of agriculture in GDP affects the rurapplation.

The analysis should consider not only the impactgsfcultural growth in absolute terms, but
its share in the GDP of the country. Globally, éhex a decline in agriculture not in absolute
terms, but relative to other, more rapidly growinglustries. We expect the positive
correlation between the share of agriculture in GIDE rural population in Russia.

Hypothesis lll:  There is a relationship between the rural popolatand share of people
employed in agriculture.

Historically, most of the people living in ruraleas are involved in agricultural production.
Alternative employment in rural areas is charasteriof developed countries, while in Russia
it is not significant. Therefore, we expect the ipes correlation between rural population
and employment in agriculture.

Data set was prepared for a regression analysbolild be noted that the data on the number
of rural and urban population according to staisstiare strongly distorted due to
administrative reforms, which resulted in a fornshlange in the categories of settlements
without any qualitative changes. So, we have aegughe rural population to eliminate the
changes of settlements category to exclude thelpesdistortion of Russian statistics from
the changes due to administrative and bureaucra@sons, and to be closer to an
understanding of the economic nature of the phenome

Table 1- Input data for the regression analysis

Aericulture Employment | Gross agricultural Rural population after
& ’ in production (in Rural population elimination of changes in
Year value added . . ]
agriculture constant prices | (thousand people) settlements categories
(% of GDP)
(%) 2004-2006) (thousand people)
1990 16.6 13.9 68003 39455 38943
1992 7.4 15.4 59163 39573 39323
1994 6.6 16.1 49545 39492 39478
1996 7.2 15.3 44750 39459 39121
1998 5.6 11.7 38868 39341 38755
2000 6.4 14.5 41628 39068 38263
2002 6.3 11.3 44904 38996 37631
2004 5.6 10.2 46075 38812 36890
2006 4.5 10.0 47821 38366 36145
2008 4.4 8.6 50083 37813 35775
2009 4.7 9.7 50339 37595 35638
2010 3.9 7.7 44947 37516 35328
2011 4.3 7.7 53957 37420 35135
2012 3.9 7.3 52097 37231 34962

Sources: World Bank, FAOSTAT, Russian Federal Sttdgistics Service (2014)
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After the calculation of all three hypotheses, wssignificance and tests

and homoscadasticitty, we obtained the followirgutes (Table 2).

Table 2 - Results of regression analysis and hypothestisage

of autocorrelation

Hypothesis 1 | Hypothesis 2 | Hypothesis 3 Critical value
Correlation coefficient 0.12 0.62 0.95
Coefficient of elasticity 0.03 0.0568 0.16
R-square 0.0142 0.3807 0,8986 .
P-value 0.5882 0.0017 0.00 0.05
Standard Error 1614 1280 518 .
F-statistics 0.3 12.91 186.14 >4.35
Student's t-test 0.58 3.59 13.64 >2.08
Approximation error 3.75 2.94 0.97 <7
Spearman's coefficient 0.37 0.0631 0.0771 <0.45
Goldfeld—Quandt test 1.36 2.72 1.15 <4.35

Sources: own processing (2014)
Hypothesis | : Gross agricultural production value and rural poptibn

Considering the results of testing of the hypotheki we can observe a low correlation
between the gross value of agricultural productemd rural population. Correlation
coefficient is 0.12, indicating a very weak relasbip between the studied variables.

According to R-Square, only 1.42% of the variationrural population is explained by
variations in gross agricultural production valuBests of statistical significance showed that
the regression gave negative results. F = 0.3gHass than the critical value (4.35) at a given
level of significance. T-statistics = 0.58 is aless than critical value:t = 2.08. The p-value
(p = 0.58) is more than the common alpha level.050which indicates that it is statistically
insignificant. There is no homoscedasticity in tbgression model.

Hence, we will accept the null hypothesis, whichtesd that the volume of agricultural
production does not affect a rural population. Tilipothesis | can beejected. There was not
a close correlation between the increase in agu@llproduction and rural populations.

Hypothesis II: Share of agriculture in GDP and rural population

In the first hypothesis we observe a correlatiotwben the share of agriculture in GDP and
rural population. Correlation coefficient is eq@ab2, indicating a not very high, but still a
significant relationship between the studied vdaab

R-Square tells us that 38.07% of the variation @gsdained by variations in the independent
variable. Tests showed that the regression is deéesgaificant. F = 12.91 that is more than
the critical value at a given level of significandestatistics = 3.59 is more than critical value
terit = 2.08. The p-value (p = 0.0017) is less thandbeamon alpha level of 0.05, which
indicates that it is statistically significant. Hexn we will reject the null hypothesis. There is
homoscedasticity in the regression model.

Therefore, the empirical results of the directlypport the hypothesis 2. The share of
agriculture in GDP has an impact on rural poputatithe hypothesis 2 can becepted

Therefore we can see, that despite the fact tleatilisolute value of agricultural production
does not affect rural population, decline in tharshof agriculture relative to other sectors of
the economy.

The correlation is not very high. Decline in aghate is much faster than the decline in the
rural population. There may be a number of explanatfor this phenomenon.
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One of these factors is lack of a clear divisiobwaen population of urban and rural areas.
Russian official statistics considers it as a parhe urban areas, though often they have all
signs of rural settlements. It can introduce digtas in the official data.

In addition, in the early 90s there was a trend &harp decline in the share of agriculture in
the economy as a result of the transformation m®ead the simultaneous growth of the rural
population as a result of the crisis and the dedlinliving standards in the big cities and as a
result of migration from the former Soviet republic

Hypothesis Il Rural population and share of people employedgncalture.

Testing the hypothesis about the relationship betmwemployment in agriculture and rural
population showed the following results. Correlaticoefficient is equal 0.95, indicating a
high relationship between the share of people eyeplan agriculture and rural population.

Coefficient of elasticity shows that 1% increas@iass agricultural production value entail a
0.16% change in the rural population. R-Squareyisak0.8986. It means that 89.9% of the
variation was explained by the regression.

The p-value (0,00) is less than the alpha levd.056, which indicates that the regression is
statistically significant. F statistic (F = 186.1d4)more than the critical valuedr= 4.35) at a
given level of significance, the value of t=13.684more than critical (2.08). It means that the
null hypothesis can be rejected.

There is evidence the strong relationship betwé&eneimployment in agriculture and rural
population. The hypothesis 3 candmxepted Thus, there was confirmed a direct relationship
and high correlation of these parameters

In 1990-1994, the share of employed in agriculinoeeased from 13.9% to 16.1%. But then
it began to fall. For the period 1994-2012 it deetl from 16.1% to 7.3%. (Sutherland, 2008)

One of the possible reasons that can explain ifferehce is development of agriculture in
Russia in form of household plots instead of bitheotive farms. So it turns out that people
continue to live in rural areas, breed cattle armlvgvegetables for their own consumption,
which is not taken into account either in the cltan of the total value of agricultural

production, nor in the calculation of employmentaigriculture. If you take into account the
significant proportion of household plots in Russegriculture, this may well explain the
deviation from the global trends (loffe G., Nefdovaand Zaslavsky I., 2006).

There is another feature of Russia's developmehichadistinguishes it from many other
countries. Russian is the biggest country in theldvdts size is equal to about 17 million
square kilometres. But only about 143 million peolpye in this vast territory. It means it is
not possible to apply traditional approaches typieathe European Union to understand the
problem of rural areas development. The giantttegriof the Russian Federation stipulates
significant differences in the economic and demphi@processes, depending on the region.

The population of Russia taken on its territoryeidremely uneven. This is a reflection of
both natural conditions and features of the econatavelopment of the territory in the last 2-
3 centuries. Figure 1 shows the classification @fas of Russia by the specifics of the
development of urban and rural population in 19003
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Figure 1 — Regions of Russia by the nature of the chang#seirural and urban population
Sources: Russian Federal State Statistics Ser@@r]

The map shows the four types of regions:

1 - The growth of both rural and urban populations

2 - The growth of the rural population, the declai¢he urban population
3 - The growth of the urban population, the decbhée rural population
4 - Reduction in both rural and urban populations

The first type of regions is the areas where bobtam and rural population increased. This
can be explained by high birth rates, as well asniyration from other regions of Russia or
former Soviet republics.

Territory assigned to the second type is charasdrby increase of the rural population and
decrease of urban population. This trend can bé&agqa by two factors. The first one is the
decline of industrial production, which was accomipd by job losses and a sharp drop in the
standard of living of the urban population, so gigant part of population moved from the
cities to the countryside (Gerry, 2008). The secaason is development of agriculture that
attracts people to rural areas.

The third type is the area in which the urban papoih has increased over the period, while
the rural population has decreased. This is maimdy territory of Central Russia and the
Western Siberia.

The 4"last type includes designated areas with a negatipulation growth both in rural and
urban areas. It covers most of the country. Pdatiyunoticeable decrease in the number of
both urban and rural populations was observedeasawith extreme weather conditions and
areas where the considerable distance from theatemtas is existing: Magadan (the urban
population decreased by 29.6%, and rural populabgn52.4 %) and Sakhalin (urban
population decreased by 7.5, and rural — by 22 @8éjedova T.G., Treyvish A.l., 2003).
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To be able to compare rural population developmenindividual Russian regions - the
following figure 2 provides a brief overview reldte agricultural production development in
individual Russian Federation’s regions.

Figure 2 — Regions of Russia by the nature of the changagricultural production

Sources: Russian Federal State Statistics Ser@(e]

The map identifies the three different types ofoasg:

1 - Agricultural production increased

2 - Agricultural production decreased but less tbamntry’s average
3 - Agricultural production decreased but more tbanntry’s average

Comparing regions with the increased number oftin@ population and the regions with the
increased volume of agricultural products, we cae that these are not always the same
regions.

Development of agriculture and the rural populationparticular regions do not always
accompany each other. An increase in the rural lpipn often occurred in regions with
declining agriculture. So, in some regions, in gegiod of economic transformation, there
was a decline in a quality of living in the bigie&, which caused the outflow of population to
the countryside, where the effects of the crisisew®ot so pronounced. In other areas, the
rural population increased due to the growth oicadfure (Kabardino-Balkaria, Karachay-
Cherkessia, Republic of Altai etc.). However, thastv majority of Russian regions
experienced a decline both in agriculture and tinal population.

4 Conclusion

Based on the regression analysis as well as statistlata processing the following
conclusions can be made.
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There was not discovered any correlation between dhsolute value of agricultural

production and rural populations. This is typical éleveloped countries, but it is not typical
for transitional countries and it is not typicas@lfor developing countries. But we can say
that the decline of the rural population was naisea by the decline in agriculture, but fall of
its importance in relation to other sectors of dw®nomy. The economy performance and
value growth generated by other sectors of natiecahomy is much higher in comparison to
agricultural sector. There was confirmed a diretatronship and high correlation between
employment in agriculture and rural population, pies the fact that the decline in

employment in agriculture occurred much faster than decrease in the rural population
During the last two decades many people left aitical sector and they found their new job
positions in industrial and services sectors. Themsgtors’ ability to generate new working

positions is much higher in comparison to agriaaltsector.

Among the reasons which can explain differenceghim development of Russian rural

population from the global trends are administetreforms and changes in settlements
category, migration between regions, migration fittve former Soviet republics, differences

in the development of individual regions, blurredubdaries between rural and urban
populations, and natural decline in the urban pafpon. It is also necessary to highlight the
fact that the development of agriculture in Russidorm of household plots instead of big

collective farms played an important role in thiegess.

On the basis of these facts, we can conclude tlearansformation processes in the economy
of Russia is not yet over, and demographic prosessetinue to evolve. From the statistics of
recent years can be seen that after consideralskarrishnce at the beginning of the
transformation period, in the last decade, Russ&sdo the European way of urbanization,
accompanied by a gradual but steady decline imuted population as well as decline in the
importance of agriculture in the economy.
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Annotation: Community-Led Local Development (CLLD) is currgnd sensitive issue that has
been long discussed and continues to be opposesbimg Member States. The very strong
discussions involve rural actors across the Eumopéaion both at the European and local level.
The CLLD approach builds on the experiences ansotes learnt from the LEADER method
which has proved to be a viable solution for raedelopment over the past twenty years "by fully
taking into account the multi-sectoral needs fatagenous rural development through its bottom-
up approach.” (EP, 2011). The possibility of expgagd.EADER should therefore be considered
in the upcoming programming period 2014-2020.

Key words: programming period 2014-2020, LEADER, communitg-lecal development, local
action groups

JEL classification: F15, R58

1 Introduction

LEADER was launched as a Community Initiative ir©1%nd, first, was carried out as ‘an
experimental approach to the promoting of develogme rural areas’ (Dargan and
Shucksmith, 2008: 279). With the passage of tile,approach was developed in a number
of different phases (LEADER |, LEADER Il, LEADER+EADER/axis 4) and reached the
stage where became a high point step of Europebeypo attempts of mainstreaming of
participation and multi-level governance into Ewrap policy and practice (High and Nemes,
2007). LEADER was described as an effective tooamarily for development of rural
localities in the past programing periods (EC, 20%#hce it encourages involving of the local
people in development of areas they live in, fastesense of belonging to a community and
create an suitable environment Capacity buildingp(oving communication, experience,
linkages among people) which ‘is viewed at the toeaof social capital that could benefit
whole community (Putnam, 1993). Social capital fanteractions between individuals and
groups. ‘The concept of social capital is closehkeéd to policies that focus on attracting
appropriately skilled people to localities to prameconomic growth’ (Lee et al, 2005: 270).

Since the beginning of the previous programmingoperbeing one of the four axes of the
CAP’s second pillar, LEADER has become an integeat of the rural development program
and one of its main tools. The greatest innovativaracter of such an approach lies in the
transfer of power and public funds from the levecommunity administration to the local
level (Ramos and Delgado, 2003). Citizens themself@m local action groups and share
experiences with counterparts in neighboring comtiasy perhaps networking at the
regional and national level* (Tragardh et al 20Z8). This has been done with the aim of
enabling local people to develop a set of actiopghe creation of Local Action Groups,
known as LAGs. These LAGs should associate pubid private partners, and be well-
balanced and representative of the existing loatrést groups, drawn from the different
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socioeconomic sectors in the area (EC, 2014) ahduld act so as to benefit the inhabitants
and the rural area it represents” (Schiller, 2011). LAGs have the task of identifying and

implementing a local development strategy, makimgisions about the allocation of its

financial resources and managing them. Theref®wADER is popular in rural areas both as
a funding instrument and as an approach, not anlyng members of local action groups but
also and above all among local authorities andratperators in rural areas” (EESC, 2011).

Over the past 20 years, the EU funding for LEADEER helped to establish a unique network
of rural actors across all the 29 EU Member staié®e experimental phase (1991-1993)
including 217 LAGsopened up the whole LEADER life cycle and extendedher to
LEADER 11 (1994-1999) focusing primarily on disaawaged rural areas. LEADER+ (2000-
2006) as its third phase represented i3 LAGs coveredll types of rural areas and finally
the mainstreamed LEADER as an integral part of RDevelopment Programmes (2007-
2013). A total of2 402 LAGscovering 77% of the EU’s territory, were selectedve funded
under the LEADER measures in the previous programgrperiod. (ENRD, 2013).

1.1 Reasons for LEADER, CLLD

The EU tends to the greater involvement of the llecaors (by strengthening of the local
partnership principle) in the implementation of tBperational Programmes in the future
programming framework. Therefore a further aim loé tCommission is to simplify and
expand the use of LEADER approach through the Coniyed local development (CLLD)
approach. It can mobilize and involve local comntiesi and organizations towards the
development of a territory by accepting a “placedmhapproach” (one key concept in the
Barca report) (Barca, 2009) rather than one of a diisectoral policies. By increasing
participation within communities, building the senef involvement and ownership and
stimulating innovation and entrepreneurship, thgioms shall be able to take up the
challenges they currently face (Dargan and ShuaksraD08). Political structure of local
action groups depends on social structural modebbhg behaviour (Kofiva, Varvaovska,
2011).

It became apparent that the “context of innova#isran insight into the driving factors behind
the economic performance of rural regions is ndy o scientific interest, but also of high
political relevance” (Terluin, 2003). Since therasaa need for a new type of policy approach,
neither sectoral nor territorial but comprehensiwvel integrated (see for exampléueha,
2009), the more explicit support and harmonizeeguor the five Funds, namely European
Regional Development Fund (ERDF), European SoaigldF(ESF), European Agriculture
Fund for Rural Development (EAFRD), European Maremed Fisheries Fund (EFMF),
Cohesion Fund (CF) will be realized in the 20142@2ogramming period in order to make
it more user-friendly for beneficiaries. A singleethodology for CLLD will be applicable
across all funds and beneficiaries will have oppaty to design multi-fund strategies better
adapted to their needs. These integrated strataglielse implemented across actions which
are funded from a range of different programmes viaioth rural development and social
inclusion objectives (Council EU, 2013).

2 Materials and Methods

The main purpose of this paper is to provide atsimsight into the policy-making process
across the member states. It focuses on the semppraconditions for promoting the CLLD
approach by means of the EAFRD. Member Statesrdyeobliged to utilise the EAFRD for

the funding of CLLD (5 % of the allocation of EAFRDwith the use of all other funds being
optional. Each Member State has the option of fogpdine CLLD approach also through the
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EMFF, ERDF, ESF. Each member state has to spetsfyapproach to CLLD in the
Partnership Agreement, where the basic principles, roles and responsibilities of the
involved parties should be described. In the calskeDCis not included in this document it
cannot be implemented after 2013. The article Bullgh on data gathered during two
guestionnaire surveys among ELARD (European LEADBRsociation for Rural
Development) members which were realized in Aprd May 2014. The additional data was
provided by the ENRD (European Network for RuralvBlepment). The comparative
analyses is made and the findings is comparedtivisituation in the Czech Republic as it is
one of the several member states applying so catieiti-fund (MoRD, 2014). Multi-fund
means using more than one fund for CLLD impleméurat

3 Results and Discussion

Currently, 21 member states (regions)2 decided @wveldp multi-funded approach and
implement multi-funded Local Development StrategiEsese are namely Austria, Cyprus,
Czech Republic, Estonia, Germany, Denmark, Greétegary, Italy, Finland, France,

Lithuania, Latvia, Poland, Portugal, Sweden, SlaaeS8lovakia, Spain, the United Kingdom
(England, Scotland). The rest MS do not intendrtplement multi-funded local development
strategies - namely Bulgaria, Croatia, Luxemboitgtherlands, Malta, Romania, Flanders,
Wallonia and the United Kingdom-Wales. The autheil focus on the countries applying

the multi-fund in the discussion.

As shown in the table 1., among the most considemns for possible combination of

funds are EAFRD (as at least 5% of the fund is irequto be allocated to the

LEADER/CLLD approach by the EC Regulation), follavey EMMF and ERDF then ESF.

Sweden, Poland, Portugal, Greece and Hungary intetake advantage of implementation of
the Local Development Strategies funded even bigats.

Table 1.CLLD in individual member states

Member State  multifund EAFRD ERDF ESF EMFF
Austria multifunded X
Cyprus multifunded X
Czech Republic  multifunded X
Denmark multifunded X
Estonia multifunded X
Finland multifunded X
Greece multifunded X
Hungary multifunded X
Latvia multifunded X
Lithuania multifunded X
Slovakia multifunded X
Slovenia multifunded X

23 regions are considered in the case of the United Kingdom — Wales, Scotland and England.
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Sweden multifunded X - X X

Italy multifunded set of regional programmes

France multifunded set of regional programmes
Gremany multifunded set of regional programmes

Poland multifunded X X X
Portugal multifunded X X X
Spain multifunded set of regional programmes
UK-England multifunded no data available

UK - Scotland multifunded no data available

Unfortunately, the data are not complete and a@egrtb long term negotiations, which are
still ongoing, the list is not exhaustive. Moreavigre Partnership Agreements of all member
states are in the process of being approved arydsenkral states have published their english
versions providing their insufficient summariesteal. Information about the allocation are
to be explored furhter. The certain difficultiesdollect data stream from the administrative
structure of the state, too. Because in regiordlisember states (MS), the regions have the
possibility to follow a multi-funded CLLD approadr not. The country can submit a single
programme for its entire territory or a set of oa@l programmes. For example Spain,
Germany, Italy, Greece apply the set of regionagjpammes while the other states apply the
national programmes. France and Poland submit ks®h,of regional programmes and
national programme as well.

Table 2. Percent distribution of EAFRD allocation for thenfling of CLLD

% of
State % of EAFRD State EAFRD
Cyprus 5 Ireland 7
Czech Rep. 5 Lithuania 6
Denmark 5 Macedonia 5
England 5 Poland 5
Estonia 10 Slovakia 5
Finland 5 Slovenia 5
France 5,3 Spain-Argon 10
Greece 9 Sweden 5
Hungary 12 Italy-Tuscany 6

However, as indicated Table 2., 5% of the total RBFcontribution is reserved for the
LEADER activities in the case of 10 countries. 68ftcibution is considered for LEADER in
two countries. One member state will allocate 7%heftotal EAFRD. Even 9% of the fund
will be spent through the LEADER activities in Esito and Greece and over 10% of the
agricultural fund will be reserved in Hungary angaf-Argon. The highest percentage, up to
12% of the EAFRD, will be distributed through LEABEN Hungary.

As far as the management and coordination of famesoncerned, a variety of possible ways
for the harmonisation of funds have been identif@dh regard to both EAFRD and multi-
funded approaches). The situation in selected M& illows: In Denmark, the CLLD will
not be used for the ESF and the ERDF at all. 5%heftotal EAFRD contribution will be
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reserved for LEADER. Unfortunately, a sort of inqum@hension was experienced during
negotiation and discussions with Danish managinthaaities. Some of them refuse
LEADER/CLLD as a tool which will run off with the amey, run off with the power and
which has not been included in the Partnership &ment. As the Fishery fund is concerned,
since they have a very good experience with LEAD&EEe Fishery Fund, they hope for the
continuation of the existing actions. The harmaimsaof approaches with regard to LAGs
and FLAGs will be achieved through joint procedufes the implementation of Local
Development strategies (including national regatagjuidelines, etc.). In Estonia, as well as
in Denmark, CLLD is considered just for the LEADEPups - 10% of the budget allocated
to Estonian National rural development strategyl slemimplemented through LEADER. The
CLLD approach is considered as an implementatiothefEAFRD along with the EMFF.
After two-year-long negotiated procedures with sines of economy, environment and
education the CLLD will not be considered in theeaf the other operational programmes.
Despite the benefits to be gained from the CLLD lemgentation, the concern of
decentralisation of competencies in fovour of regiobodies still remains at the national
level. In Slovenia, the representatives of the llactors were very active during negotiating
of the Partnership Agreement. Unfortunately 5%hef ERDF and 5% of the ESF will not be
given to CLLD, despite being promised. Ministrieamaging the ESF and the ERDF ignore
CLLD. Nevertheless, a bottom up approach is vemynsf in Slovenia, great enthusiasm for
the bottom up initiative persists. The CLLD apptfoadll be based on the EAFRD and the
Fishery fund. Spain submitted both a national paogne and a set of regional programmes.
Regional programme's share of the national allonashall be 30%. The only two spanish
regions (of 17) have decided to implement the Clddproach. Unfortunately, Spanish LAGs
did not participate in the preparatory processhaf Partnership Agreement. In the Czech
Republic the CLLD will be implemented not only thgh the EAFRD, but also through the
other operational programmes. In the Czech Repubkécsupport provided by the EAFRD is
the weakest one, no more than required 5% of thEREAwill be allocated for LEADER
activities, while the fund (Rural Development Piaxgme-RDP) is principally focused on
agribusiness. There were the huge negotiations théhministries and strong interventions
from the bottom up to managing authorities, whieti to the strenghtening of the CLLD in
other funds. Moreover, the Ministry for Regional ie®pment is preparing a uniform
methodology for calls for proposals, project apgtiiens and monitoring system among all
relevant operational programmes which will inclu@leLD. In Bulgaria, Local Development
Strategies will be supported from EAFRD exclusiveBut a close cooperation between
EAFRD and ESF is foreseen, at least at the natilmval. In Sweden, the same managing
authority will manage all relevant CLLD programmeS&imilar national regulations are
developed for EMFF and EAFRD. Similarly, in Lithuarthe same Managing Authority (as
well as Paying Agency) is responsible for EAFRD &MFF management. In Finland, the
Ministry of Agriculture and Forestry has appointbd Selection Committee for both EAFRD
and EMFF.

In 5 member states (Denmark, Hungary, Cyprus, kitiuand Slovakia) indicated that LAGs
can apply for multiple funds under certain conaitioln Denmark, Lithuania and Cyprus the
use of EAFRD and EMFF is foreseen in designateal mamd fisheries areas (i.e. areas where
operate LAGs and FLAGS). A topic of evaluation loé LAGs was mentioned in the Czech
Republic, Estonia and Finland. The evaluation tak#s account the quality of the
organizational and management processes in LAGthdrcase of the Czech Republic the
Ministry of Agriculture will select a group of LAGthat meet the basic eligibility criteria for
preparing strategies. These strategies will beemeail and assessed by the Ministry of
Regional Development.
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Across the Europe a political situation has imparteonsequences for the policy making
process - some of the states (Hungary, EstoniagaBial, Slovenia, Spain) pointed the
political situation they are facing. An approvaltbé RDPs and the other strategic documents
could not be accepted by the current governmentward not going to be approved till the
new government was appointed.

4 Conclusion

The LEADER programme has a notable importance ¢alleconomies and for the past 22
years it has allowed the channelling of investmehtiiousands of projects in rural areas. The
practice of local development methods - as the LERDs - signifies an occasion to test the
quality of local democracy. The current LEADER mbhlas been held up across Europe as
the best model for rural development funding theneefthe plan to extend the tool of the
LEADER method to the tool of Community-led Local @éopment developed.
Unfortunately, it was not given the reception hogded by the regional authorities and
especially by local actors operating in the fiefduwral development. This time only several
member states took the advantage of the multi-fdraggproach. Sweden, Poland, Greece and
Portugal included into multi-funded approach alifféunds in order to achieve the integrated
approach at local levels. With regard to a landdotckerritory of the Czech Republic and
thereby assuming not implement the EMFF, the fulltrfund is applied in the CR as well.

Despite the benefits to be gained from the CLLD lemgentation, the concern of
decentralisation of competencies in fovour of regidodies still remains at the national level
(Slovenia, Spain, Estonia, Czech Rep.) In fact,répeesentative bodies at national level are
not used to using discretion through the bottomuapproach in order to achieve the
sustainable local development. This aspect is @dyguverceived as a crucial condition for
efficient EU’s rural development policy implememtat This kind of country’s rigidity is
called by Dwyer “the institutional conservatism”.

There is a second chance in 2017, during the niid-teview, but in the meantime the CLLD
method remains confined and not fully utilized.
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Annotation: The aspects of internal control develept, methods and arrangement in
management system of agricultural enterprises ecldd in this work.

The key condition of long-lasting and successfuivig of agricultural organization is an ability
of management to analyze success and provide vedajament by targeted activity. To obtain it
both analysis information system and feedback iraieeconomic control system) is mandatory.

The paper clarified the concept of "internal coliiraefined its role and place in the control
system, set the subject and object control. Thawal solving the problems of internal control at
any level from the whole business to definite opilera In other words not only managers and
specialists are involved in internal control systent controlling persons (control administration)
as well. It takes place due to links between irgkontrol and other functions of agricultural
activity management

We suggest functional efficiency estimation of intd control for management system of the
organization. There are key efficiency indicataes profit of internal economic control activity,
profitability of internal economic control activitgoefficient of disclosed reserves, coefficient of
potential expanses, coefficient of economic besefitd gross amount of internal economic control
efficiency.

We have developed a system of counting the numbpersonnel internal kontol. The following
procedure takes into account the number of maj¢ectd for control, time for one controlled
element per one month, selectivity of control, axtme and working time fund of one controler,
number of the internal control person.

Efficiency or inefficiency of internal control sysh of the specific enterprise is correlated with
risk for its business and management system. Thawiog work proposes the factor model of
reasonable internal control risk calculation andings the procedure of preliminary review
scoring in order to define average risks of thedamodel and internal control risk.

Practical implementation of theoretical methodsyeligoment and arrangement of internal
economic control was done in Integrated Agriculti?eoduction Center Michurin, Vavozhskiy
district, Russia.

Key words: Internal economic control; controlling; efficienapanagement; accounting risk; the
risk management system for the business; agriallamnterprises.

JEL classification: G31, G32, Q12, Q14

1 Introduction

Under current market conditions the basic aspeceftective development of agricultural

activity is modification of production managemegstem by means of wide application its
economic techniques on the basis of accountingcanttol revision. The main objective of

management system is a development and applicaifomanagement solutions. Key

principle is optimality principle stating that irhd process of management solution
development it is mandatory to take into accounkimam number of possible ways of its

application and choose the ways providing the mostplete achieving of targets. (Alborov
2005).
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Conceptual (interpreted) information of control itlee deliverables of control activity in any
agricultural organization becomes an importantdiato take such managing decisions on
optimization of production, planning, programs,usans of other issues for example safe and
efficient use of organization property.

The key condition of long-lasting and successfulvég of agricultural organization is an
ability of management to analyze success and peatsddevelopment by targeted activity. To
obtain it both analysis information system and btk (internal economic control system) is
mandatory. The problems of development of theaaktizasis, techniques and control
improvement are covered by economist scientiste\BHLG.,(2006) Sokolov Ya. V.,(2011) ,
Arense E. A., Lobbek J.K(1995) etc. The term oftoalris decided in a different way in their
works. Control is a function of management, confpobcess, an attribute of economic
management etc. Reference literature defines th&atan a complex way. According to
Explanatory Dictionary of Russian Language (199@htl is defined as checking and
permanent observation of economic processes. Tdratomeans to observe. German
Dictionary of Economics (2007): Controlle is a ckear control. English Dictionary of
Economics (2007) - I. Control (eng.) — 1) managetmeading; 2) authority; 3) countenance;
self-control; 4) monitoring, check; 5) adjustmef); devices, actuating levers. Il. Control
(eng.) — 1) to manage, to lead, to prevail; Thedmzontrol» was adopted from French and
means to check something and to observe somethi@g @bservation aimed to check an
object. This word has the same meaning in GermanDReciding meaning of this word in
English we identify visible difference i.e. this woin English means not only check or
observation aimed to check the object but also gemeant, leadership, adjustment and
means of management. The word «control» is alsshated in Russian as a verb meaning to
manage, to regulate, to lead, to possess, to cteechnstrain and to check.

In other words «control» is rendered in a differersty and wide range of meanings and
names leads to big diversity of approaches to adasks solution and in this case the tasks
are not properly defined. Under such conditiongrgdically based name and its definition
has not only important theoretical meaning but aemtifies practical side of the problem of
control. In this work the internal control is dedth as one of methods of financial and
economic activity control in agricultural organimat and. Control is also regulated system of
observation, check of economic operations aimedotiect and interpret information about
them to get credibility, economic and legal rea$ditg, real status of given and forecasted
economic factors and taking managing decisionsgalate them.

The purpose of this article is to clarify the plase role of internal control for management.
We offer a methodology for the calculation of tlifscceency of the service and the method of
calculating the number of employees of the Inte@w@trol.

2 Materials and Methods

2.1 Methods, concept of development and arrangement of internal control in
agriculture

The elements of internal control system are subpéatontrol, object of control, item of

control, technique of control, method and technglad control, process, collection and
treatment of initial information for control, inforational analysis of results, subject (expert)
taking decision on the basis of results and a tesfutontrol. In accordance with internal
economic control there is a system, a subsystenaamdement. Such division allows solving
the problems of internal control at any level frtime whole business to definite operation. In
other words not only managers and specialists rarelied in internal control system but
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controlling persons (control administration) as lwdl takes place due to links between
internal control and other functions of agriculiuaativity management (Fig. 1).

Legend of pic.1.: A — output information of managgraccounting, interpreted in control
system and implemented in management system; Brsfer of information about financial
accounting checked by internal economic controtesysto outside administrations accepting
financial statements; C — input outer informatiaijected to internal economic control and
used in planning and forecasting of risks, unceties, market condition etc.; D — information
of internal economic control used in managementesysas an evidence and base of taking
decisions; E, G — management accounting informatteetked in internal economic control
system and used in planning, forecasting and takihgnanagement decisions; F, H —
financial accounting and economic analysis inforarathecked in internal economic control
system and used in process of activity organizatesrangement of economic operations,
planning, forecasting, making of accounting (finatycstatements and evaluation of survival
rate of organizational property.
£

Internal Internal
environme _ environment
. o .
Forecasting E Planning
...................... S
O
Q F
&
A Management 2 Financial B
account S account —>
[}
G ©
-
| -
Organization .................... % ..........................
and arrangement —
Internal Internal
environment v aonment
D

Fig. 1 Position and function of internal economic controagricultural organization
management system.

When defining the place of internal economic cdnt@ad its ways of development in
administration process, it is mandatory to take extcount that the key element of economic
mechanism is management system and internal econcomtrol system is servicing
element.That is the reason why successful developofeinternal economic control should
be modeled in directions of subsystems (definibbrsubsystems and their scope of control
objects), basic categories (definition of the cahteform and its structural elements),
fundamentals and functional tools (establishingeohnology and techniques of development)
(pic.2).

So the fundamental elements of internal economntrobin management system of modern
agricultural company in market conditions should rhedeling of content and structural
aspects of control mode of the basis of internaitrod establishment. Internal control can
transform passive evolutional mode of internal ecoic control functioning into developed
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active self-adapting system and ensure its polgtypnode of it behavior to achieve efficient
management of agriculture. Presented model prowdesloping of solution of scientific and

practical problems and establishing internal ecanamntrol in agricultural organizations so
that it could solve the problems and make assiginedtions to increase management
efficiency of agricultural organization and its ssgnts.

Improvement of internal control system in agrictédu organizations is linked with
establishing of controlled objects. Objects of int# economic control are financial, material,
nonmaterial, labor and information resources; pgses in organization; deliverables of
divisions functioning; administrative decisions .eta author’'s opinion, when executing
internal economic control, objects of control algaycles of activity in organization and its
responsibility centers. The whole organizationhaps division, area of activity, managed by
responsible person (manager) having an authority Goportunity of taking administrative
decisions within his area can be responsibilityteen

Improvement of internal economic control system c@ntinuous process involving its
reasoning and realization of it's the most progrvesirms, methods, techniques and ways of
its generation and development and improvement sunie sides, control and identification
of its bottlenecks on the basis of continuous eatad of its conformity to internal and
external conditions of organization functioninghelkey aspect of internal economic control
development is application of its following typegiiding, filtering, program targeting and
program resulting. Implementation of these typesasftrol and internal control as well will
encourage transformation of internal control sysiietm controlling system.

Aim and | Functioning Internal control subsystem
objectives | of internal
of internal | control in Revision of Internal control in Self-control of specialists,
control in | agricultural | supervision board ang  organization managers of own activity, social
agriculture | management  control committee control at economic level
system
The main elements of internal control development
Content Form
Development Development Links: Content of
method: principals, mechanism: coordination, elements: object
assumptions, legislative, subordination, and subject of
requirements, regulatory, direct and control, data
scientific methodological, reverse, sources,
techniques, organizational, dynamic and | environment, time,
patterns normative, static, period of
(standards), axioms administrative, horizontal, realization, linking
managing, vertical methods, means o
automatized control
Strategic orientation of Process of internal control development

internal control

Internal control system

Fig. 2— Concept model of internal control developmerdagnicultural organizations

Establishment of internal economic control shoutdve documentary proved evidences
necessary for taking strategic, political and openal administrative decisions by
management of organization on the basis of the neasbnable forms and modes of control.
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During arrangement of internal economic controlrieest important aspect is correct order of
introduction sequence into process of interlinkemhas of the system (observation, check,
documenting of evidences, arrangement of evidensefdivision into groups and
documenting of results). Internal economic contreing a dynamic process and artificial
system with its content specificities and form s donnection with application of its
intellectual potential, means and objects of lab&ior this reason all elements of internal
control process are subjected are to be improeadonably arranged and managed.

2.2 Method of internal control efficiency system ev  aluation in agriculture

In our opinion, the common criterion of efficieneyaluation of internal economic control in
market conditions should be profitability index obntrol activity in certain agricultural
organization. This index can be quite preciselycwalted in accordance with information
from accounting reports and regulatory (planneda @éout structure of costs for functioning
of internal economic control in overall organizatimanagement costs:

E

share __

1' Pint.control = [(Pord.act - Eord.act) + (Poth.act - Eoth.a(:t)]>< 10C Eint.control !

Where Rt.controi— profit from internal control activity, rub.;

Pord.act, Eord.act— profit and expenditures respectively from ordynactivities of organization
during accounting period, rub.;

Poth.act, Eoth.act— Other profit and expenditures respectively dyancounting period, rub.;

Eshare — relative share of regulatory (planned) expemed#ufor support and functioning of
internal economic control of organization for cunraccounting period, %

Eint.control — actual expenditures for support and functionsignternal economic control in
organization for accounting period, rub.

2. Profitability of internal economic control adtiwin organization for accounting period can
be calculated in accordance with presented model:

P
__"int.contrb
Pshare.int.control— - '100,

E

int.contrb

Where Rhare.int.contro— profitability of internal economic control adtiy in organization for
accounting period, %

Specific criteria of efficiency evaluation of inted economic control and its subsystems, for
example, internal control, can be absolute andivelandexes of control results:

3. Coefficient of revealed reserves of productionl alistribution efficiency improvement
(Crr):

>RRP
zEnt.contrlo’

Where RRP — amount of revealed reserves for productiod distribution efficiency
improvement, rub.

Cr=

Following coefficient demonstrates an amount ofesdgd rubles calculated for 1 ruble of
expenditures for support and functioning of intéreeonomic control of organization for
current accounting period, rub.
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4. Coefficient of potential profits from identifieshortages, losses from spoiling and thefts for
employees’ guilt and mistakes in tax system madiréetax control of organization
(Cpot.prof):

>SLT
innt.contrd ,

Where ZSLT — an amount of revealed shortages, losses fepwiling and thefts for
employees’ guilt, potential penalties for mistaketax system, rub.

Cpot.prof. =

This coefficient identifies efficiency of internatonomic control activity aimed for revealing
negative cases and their elimination in time.

5. Coefficient of economic benefit delivered by rgal economic disputes and legal trials
(Coenifit):

> EB
z Eint.contrd ,

Where EB is an amount gained or kept by internal contsolat trial or arbitration of
economic disputes presenting organizational interes.

Chenifit =

6. Absolut amount of internal control efficiencyanganizatiomett.int.contro):
Aeftintcontrol= 2 RRP + ZSLT +XEB —X Eint.control

The problem of improvement and increasing of edficly of internal control departments in
agricultural organizations is the most actual ofiyecwhich solution depends on headcount of
division as well. For this reason when the divisi@fines its headcount it is necessary to take
into account quantity of major control objects, wmfity of major elements (sub-objects) in
structure of these objects controlled within a rhertime consumption per one control
element, choice of control, additional time constiomp and fund of working time of one
controler:

7. Average annual headcount of controlers for irgkeconomic control, personsyf)
@) [ E tIC [C

A — ob.control ob.control select.cdrol time
per. —

M

time

Oob.control — quantity of major control objects (processegmfcurement, production, sales,
investments), pcs.;

Eob.control — quantity of actual elements (sub-objects) ofti@drin structure of major objects
subjected to control (for example, during checkpobcurement process i.e. long-lasting
contract relationships with suppliers and procuneneé valuables; expenditure cycle in order
to procure valuables; warehouse and warehouse itcguetc.), pcs.;

t — time consumption per one control element, h@days);

Cselect.controi— coefficient of control selectivity {Giect.controi= 1-Ceonsumpt Where Gonsumpt. —
coefficient of time consumption decrease in seleationtrol conditions);

Cime — coefficient of additional expenditures on arramgnt of control evidences, their
documenting and documenting of control results:

Ciime = 1+-[—, rae T — additional time consumption, hours (days);
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M — fund of working time per month of one controtdrinternal economic control, hours
(days).

Efficiency or inefficiency of internal economic dool system of specific organization creates
risk for its business for success of business ii¢tand competitiveness of this organization
depends on credibility of external users to finaheeports (Khoruzhiy 2010). Extent of
credibility of financial reports depends on meahsantrol status, control environment and
whole internal control system. Efficiency or ineféncy of internal economic control
influence risk of management system of organizafiemthis type of control is internal
management function and it is interconnected wataldase for taking management decisions,
regulation of economic processes, forecasts anthiplg of acting organization. Hence, in
order to perform internal control it is necessaryntake a preliminary evaluation of risk of
inefficient control activity. Factor model of riskvaluation for internal economic control can
be presented by the following formula:

ARC=ARx MR x PR,

Where: ARC — acceptable risk for internal econoaantrol activity; AR — accounting risk in
organization; MR — management system risk for lassnand effective activity of the
organization; PR — procedure risk of internal ecormocontrol.

Accounting risk is of ineffective accounting proses the organization. This risk depends on
self-control of activity at accounting departmethigir mistakes and provision of users with
incorrect information. Management system risk lhoisiness and effective activity of the
organization is an evaluation of ineffective mamagat system. This risk depends of self-
control of leaders and managers of the organizatimh taking unreasonable administrative
decisions.

Specificity of agricultural organization activitgcope and complexity of control require its
clear subdivision into steps, distribution of resgibilities between controlers and definition
of time to do control works. Mandatory means of hsyweparation is well considered
planning. We offer planning, programming and impéetmg of internal economic control in
accordance with economic cycles (processes). Thiesyare procurement and application
cycle (procurement process), production cycle (wodnd services), cycle of forming
expenditures, benefits, financial results and pedary capital, capital assets investment cycle
and financial investment cycle.

3 Results and Discussion

Practical implementation of theoretical methodsyefigoment and arrangement of internal
economic control was done in Integrated AgricultuRroduction Center  Michurin,
Vavozhskiy district, Russia. This Agricultural Praxdion Center is medium size and It has a
population of 200 workers. Specific departmentraétinal control interconnected with other
departments of management system was establish@d. department consists of three
controllers and the Head of Department. The departnis arranged in step order i.e.
preparation step, methods and techniques stepraalzétion step.

The headcount of Control Department and evaluatibits efficiency was calculated by
abovementioned formulae (see Table 1).
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Table 1.Efficiency evaluation indexes of internal economanitrol in Integrated Agricultural
Production Center (IAPC) named after Michurin, Vawskiy district, Russia

Name of index Formula Value of
index
1' PrOfIt from Internal ContrOI aCtIVItyY Pinl.conlro | = [(Pord.acl - Eord.act )+ (Polh.act - Eolh.act )]><
(Pint.contro), krub. 9 Eare _E
1OC int.control 30
2. Profitability of internal economig P

. . . . _ " int.contrb
control act|V|ty n organlzatlon for Pshare.int.control— 100

E

accounting perioqPshare.int.contrgs %0 int.contrb 14,3
3. Coefficient of revealed reserves > RRP
(Crr) Chr=c——

2 Eint.contrd 1,9
4. Coefficient of potential profits >SLT
(Cpot.prof) Cpot.prof. -

2 Eint.contrd 0,2
5. Coefficient of economic beneft > EB
(Coenifit) Coenifit = o=
z Eint.contrd -

6. Absolut amount of internal controlA et int.control = > RRP + XSLT + XEB — X

efficiency n organizatior Eint.control

(Aeft.int.contro), krub. 230
7. Average annual headcount |of — Oob.control Eob.control[t[Cselect.cerI |:Ctime
controllers Aper), persons Aper. = M

time 4
8.Labor productivity calculated fcrLP_ line 6
one controllers (LP), krub. “line 7 575

Note: annual expenditures on stuff support and adjmer of internal control were 210 krultRRP=395
krub.,XSLT=45 rub,XEB=0 for 2013.

It was calculated the efficiency of the internahttol on the proposed method in the article on
the financial statements for 2013 in the Integradgdcultural Production Center Michurin
in table 1.

Profits from the operation of the internal contwads 30 thousand. Rub., The profitability of
the work of internal control was 14.3%.

According to the procedure in 2013, economicallygsanable number of employees for the
internal control was 4 people.

The results were taken into practical implementatid the Ministry of Agriculture of the
Udmurt Republic of the Russian Federation

4 Conclusion

Improvement of production management is essendja@ in competitive activity and rising
of efficiency of whole economic and financial adfyv of the agricultural enterprise.
Management improvement expects implementation ®fintlost efficient working techniques
of management, economic methods of management easmbmable mechanism of internal
economic control. The control is a common independunction of economic management
and it is interconnected with other managementtfans. It is presented in accounting,
analysis, planning, forecasting and regulation ltedurom management process technology
application.
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Development of internal control must be carried with respect of its role in management
system of agricultural organization, improvemenkey elements of content development and
mode of control, its targets and objectives andd@ermined functions in agriculture.
Application of systematic control and provision hvirelevant information of modern
management in order to take a decision and regelaaomic processes is mandatory for
efficient management of the organization, orgaional activities, economic relationships
with other agricultural organizations and governtmémough financial operations and
financial deliverables of specific organization.

Arrangement of internal control is series of actiantended for efficient combination of
means and methods of control in order to achiev/&argets and objectives effectively.

Functional efficiency estimation of internal conti®much important for management system
of the organization. The system of key efficienogicators i.e. profit of internal economic
control activity, profitability of internal economicontrol activity, coefficient of disclosed
reserves, coefficient of potential expanses, coefit of economic benefits and gross amount
of internal economic control efficiency.

All of these factors was tested in the APC themchMrin. Profits from the operation of the
internal control was 30 thousand. Rub., The prbiiity of the work of internal control was
14.3%.

The solution of problems regarding improvement asthg of efficiency of internal control
division in agricultural enterprises depends onspenel optimization of this division.
Therefore personnel head count procedure has lmexiogped to inspect specific cycle. The
following procedure takes into account the numidenajor objects for control, time for one
controlled element per one month, selectivity afitool, extra time and working time fund of
one controllers.

Following this procedure in the APC them. Mitchunnambering 200 people, economically
reasonable number of specialists of internal comtes 4 people.

Efficiency or inefficiency of internal control sysh of the specific enterprise is correlated
with risk for its business and management systdmeréfore preliminary control inefficiency

evaluation is necessary for internal control of &mterprise. This risk is directly correlated
with accounting risk, management system risk fositeess and internal control procedure
risk. For this reason the following work propogke factor model of reasonable internal
control risk calculation.
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Annotation: This paper presents the results of a questionmsaireey to investigate the critical
factors affecting Community-led Rural Developmembjécts that are absolutely essential for
successful implementation in rural developmentateBtine. Out of a possible list of 100 names of
development rural projects were targeted, with 98bile questionnaires returned, thus giving a
response rate of 90 percent. The analysis ledaeadévelopment of a criticality Community-led
Rural Development Projects success factor structamprising 25 factors sorted in descending
order of criticality through three tiers. All oféhfactors were found to be supported by similar
studies and quoted literatures.
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Introduction

Research and evidences of links between criticabfa of influencing specially those of ICT
and development is not satisfactory and not inekjsespecially at micro level (individual
and community level) [Aizlewood and Doody, 2002;d@idhury and Wolf, 2003; Seale,
2009]. It is still not evident-oriented that theéaetors of development specially ICT ones can
advance socio-economic development [Dighe and Re@@@6]. In the past decades enormous
number of development projects were employed ifiediht regions and across several
sectors and in support for socio-economic developnieitiatives in Palestine, but the
reported outcomes are to large extent disappoifiBagh, 1998; Diwan, 1999; Ziara, 2002].
Out of the earlier studies, there were little hawidences of the transformative potential of
development factors as of ICT especially in promptlevelopment in most of the developing
countries [Casal, 2007; Greenberg, 2005; Lipsegl.et2005], and in order to advance the
development in the society there is a need tollfulfe gap between scholars, practitioners,
and policymakers as for community-based developrpesjects [Byrne and Sahay, 2007;
Mansuri and Rao, 2004; Woolcock and Narayan, 2008¢ bulk of investment in rural
communities as of Palestine goes to investmentnimastructure, especially hardware,
software, and networks, but minimal attention iglga investment in human capital to make
them effectively capable of utilizing these investits and technologies [Farrell, 2004;
Guerrieri et al., 2007]. There is a need to usevative environment dominated by quality
management to advance new products development eesut of innovative working
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mechanism of development projects [Fuller et &00& Ngwenyama et al., 2006; Maitah,
Hodrab and Melad, 2014].

There is a need to customize development projexis@adapt them to the true need of the
developing societies according to prioritized iefiging factors’ mechanisms, than creating
similar needs and requirements as of developedtiesnSo, there is a need to identify the

critical factors affecting the success of commuety rural development projects in Palestine
to guide the roadmap of development in rural comitres specially for Palestine.

It is important to find if investment in projectsrfadvancing rural development in Palestine
alone sufficient to promote development even withdevelopment programs on other fronts
like education, good governance and freedom, healtrestment environment, together with
other enabling development policies and spheres.

THE STUDY

The questionnaire survey which targeted the ruoplufation of beneficiary stakeholders of
developed projects in Palestine aims at identifyhng perception of critical factors affecting
the success of rural development projects. Theeyuwas designed primarily to allow
objective identification of consensus amongst theeficiary population of rural development
projects. Some of the factors that have been usedis study is stemmed from intention-
based theories, which developed factors of useesialoral intentions for information
technology adoption [Ajzen, 2002]. The mainly rewcizgd theoretical models that explain the
relationship between user beliefs, attitudes, anentions are Theory of Reasoned Action
[TRA —Fishbein and Ajzen, 1975], Technology Accewe Model [TAM — Davis, 1989] and
Theory of Planned Behavior [TPB — Ajzen,1991]. Tameted factors are shown in table 1,
where these factors are used to investigate tlib&ak of development projects stakeholders
so as to identify the success factors of planningplementation, funding procedures,
products and services of development projects fevelbping rural community-based
population.

Sample selection

The decision concerning the survey sample was rnatirget the beneficiary population of
rural development projects in Palestine. Therefthre total of 100 beneficiary population, are
representative of the Palestinian case, permigerngralized use of the survey findings.

Survey questionnaire design
The questionnaire was designed to specifically nresthe perceived importance

of the factors to the success of rural developmerjects’ implementation in the respondent’s
population, as follows:

(1) Critical. Factors that you feel are critical and absolutsbeatial.
(2) Important.Factors that you feel are important but not abstgssential.

(3) Minor importanceFactors that you feel are of minor importance.
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Response rate and customers breakdown

Having the rural development projects in Palestargeted; and as the area of Palestine is
very small (land area is 6,1%@n?, 130 km long and 40-65 km in width). A total of @8able
guestionnaires were received correctly, achievimg 90 per cent response rate that was
determined at the outset.

Table 1:Constructs and questions included in the questicana

Construct Item Measurement

Perceived usefulness

PU) PU1 Using the output (product, system, service, eftth® development project is useful.
PU

PU2 Development project improves rural community liféogency.

Development projects encompasses a number of podnd services under its ambit
PU3 which include facilitating technology tools, todfsproving working environment and
knowhow working experience etc.

PU4 Development projects is compatible with Paleatinivork environment.
PU5 Enhance level of health, education, environmeatad, social services among others

PU6 Lessens damages from natural disasters.

Perceived ease of use

(PEOU) PEOU Learning to use development rural projects prodsesrices and systems is very simple.
PEOU

Interaction with representatives, responsible andbbpers of rural development projects

PEOU. is clear and understandable.

Social influence (SOI) son Implementing and following the rural developmentjpcts is affected by personal
recommendation from rural community population.

The culture, knowledge and experience of rural fatpn influence the success of rural

SO development projects.

Facilitating conditions FACL The availability of the necessary resources (itfuasure, knowledge, etc) positively
(FAC) affects the implementation and sustainability eardevelopment projects.

There will be professionals to help in resolving difficulty of implementing and
FAC2 developing rural development projects to be finishvithin the needed scope, time and
budget.

Innovation and c
Creativity (IC) IC1 promote innovation, and creativity in implementmgal development projects.

Using the advances of information and communicatéehnologies to promote the

IC planning and implementation of rural developmewjgmts.
Sustainable SD1 Development projects help in creating the enviromnte build a sustainable development
Development (SD) discourse.

SD2 Development projects lead to sustainable incomeridréor project beneficiary population.

Fight Poverty (FP) FP1 Development projects raigeiicome of poor people and consequently fighepgyv

Development projects give poor people opportunitesl allow them to make their voice

FP2 heard by politicians..
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Decision Participation DP1 Being involved in development projects decisionsease peoples participation in decision
(DP) making, enabling them to practice decision makedhhiques.

Being involved in development projects decision®vapeople to raise their voices,

DP2 especially in regards to issues that touch thalrthair children future and wellbeing..

Credibility (CR) Supervisors of development projects have enougbiaiists to detect fraud and resources

CR1 theft.

No money will be lost in unauthorized fund transfduring development projects

CR2 . )
implementation.

Trust (TR) TR1 Rural population trust the donors of developmenjguts.

Mangers and developers of rural development prejestp their promises and

TR2 -
commitments.

TR3 Rural development projects scope and quality kesdgebblders’ best concern.

Resistance to change RC1 Being Interested on new development projects tleditéte your work environment.

(RC)
RC2 Rural development projects have improved our lives.
RC3 Being cgmforFapIe in using development projects pobsland services for handling
economic activities.
Attitude (A) Al Using rural development project®@ucts and services is a good idea.

Using rural development projects value-added prtsdaied services to help in performing

A2 daily activities is a good idea.

Being not satisfied with using traditional legacgject services when performing life

A3 activities.

Encouraging the use of rural development projecidycts and services among social
group.

A4

Behavioral intention

(BN)

BI1 I plan to use or consume rural development ptejproducts and services in the future.

BI2 If possible, | will try to use rural developmgrojects value-added services.

I will strongly recommend others to use or consuural development projects products

BI3 .
and services.

Methods and Measures

Three-point ordinal scale was used in the studyesuas a level of measurement with three
classifications critical, important, and minor. Toategories are non-numeric as there is no
sign of distance between them. Numbers of 1, 2, 3amespectively were assigned for the
three levels of importance critical, important am¢hor categories. The data which imply
frequency distribution allow the patterns of thespenses to be examined and descried
effectively in tabular or graphic form [Cavana ket 2001]. In our investigation study we used
frequency distribution as an appropriate measuréhd data organization where it allows the
summarization of the responses distribution foraaable by calculating the typical value
which is the point of central tendency, and in tisy we can measure the spread of this
typical value [Carlson and Thorne, 1997]. This metlof investigation is what is needed to
realize the objective recognition of compromise #raquantitative comparison of the critical
factors affecting the success of Community-led RDevelopment Projects. For the three-
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point scale which is used in the questionnairesetia@e only three possible levels of value.
When all respondents give a Community-led Rural ddegyment Project’s factor the same
rating (one, two or three) then we will get a zeadue of the range, as the maximum and
minimum scores will be the same. A zero value & ¢uestionnaire results will mean no
spread on the Community-led Rural Development Btgj@doption factor, which declares a
trend for all the responses to cluster into any ainthe three categories. A value of one will
signify that the trend of responses is discretei@lotwo successive categories. A value of
two will signify a trend for the responses to bscdete around all three categories or two
tremendous end categories. In the cases of a whlaee or two of the range, the range by
itself indicates little about the general confogman the importance of a Community-led
Rural Development Project's adoption factor. Thiskes the mission of constructing a
hierarchy of Community-led Rural Development Prtgedactors more complicated. This
places an interest of the importance of lookingther balancing measures of spread to attain
the aims of this exploration. Discrepancy ratithis percentage of responses that do not drop
into the modal category. It is a fitting measurespfead for the ordinal data that we have in
this study. Variation ratio (VR) is calculated afidws:

VR =1 - Frequency distribution of the mode.

A variation ratio is a very constructive measurebafaden for the intention of this study,
where it implies how descriptive the method is bé tdata as a Community-led Rural
Development Project’s factor is not satisfactoryevehthe consensus is by itself says little
(Weisberg, 1992). Variation ratio has to be catad to demonstrate the degree of agreement
on objective foundation in specifying the relatadtér as critical. A value of zero will mean
agreement for Community-led Rural Development Ritgeadoption factor as critical. The
index of diversity is declared as a distribution asire depending on a percentage of
responses in each group (Weisberg, 1992). Indehstrfibution is illustrated mathematically
as:

Index of distribution = 1 pG+p3+...+p2).
Where py = the proportion of responses in category k amsiltke number of categories.

This distribution index declares the focus degréaesponses in a few large groups as
squaring magnitude that highlight the large prapartmore than small values (Weisberg,
1992). Therefore in this perspective, the indexdiwkrsity can be proposed as a substitute
measure of conformity between respondents takitgyancount the response distribution of
each of the invistigated factors. A low index valllastrates common conformity on the
importance of a Community-led Rural Developmentjéutts factor, in the other hand; high
index value illustrates common disagreement onrttpwrtance of the Community-led Rural
Development Project’s factor. This means that aexnvalue close to zero will imply near
agreement. A value close to 0.5 represents equsieting around two large groups. A near
normal distribution in the three level categorie$f provide a maximal value close to 0.667
(3-1/3) indicating high altitude of disagreement.

Analysis and Discussion

All of the rural development projects’ factors respe distributions are unimodal leading to
the suitable prove of the use of mode as the coenpliinnermost trend for this level of
examination. Unimodal declares that the majoritynownly occurring responses come into
view on one group. A sum of 25 out of 35 ruray&lepment projects’ factors was stacked
on critical and important groups, while ten rurakvdlopment projects’ factors were returned
as of minor importance by the enormous bulk ofrdgondents. These factors are related to
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Innovation and Creativity, Decision ParticipationdaResistance to change development
projects initiatives. This is accredited to thet float benefices of development projects do not
being aware of innovation and creation of doing kvenvironment or producing concerned

products and services, but they are concernedlahgdasic problems they face despite the
nature of used mechanism and technique, in additien are not concerned about decision
making participation as the nature of people ofellgping countries who need others to

decide on behalf of them, also they are anxiouss®any new ways of doing their work or

producing needed products or services withouttiagishese new ways.

This study finds that the response distributionghaf rural development projects’ success
factors include only two possible kinds of rangekjch are one and two. Regrettably a zero
value of range was not shown. Few distributionglekh range of one (14 distributions), the
majority of the distributions reveal a range vabfetwo (21 distributions), while no single
distribution reveals a range value of zero degfstpositive or negative effect. Distributions
with a range value of one can be detached intogwaips, critical and important, and the
distributions with a range value of two can be detal into all three groups. In this study,
distributions with a range value of one are cliesiénto one group which is critical. The other
21 distributions are detached into the three categoThese results are shown in Table 2,
which summarizes the groups of the rural develogmpejects’ success factors by the variety
values.

Table 2: Group rural development projects’ sucéaswors by range value
Range value No. of factors rural development projects’ success factors Group

1 PU1, PU2, PU3, PU4, PU5, PU6, PEOU2, FAC1, FP1, »
14 Critical
FP2, CR1, CR2, TR1, TR2

2 21 PEOU1, SOI1, SOI2, FAC2, IC1, IC2, SD1, SD2, DP1, Critical, important,
DP2, TR3, RC1, RC2, RC3, A1, A2, A3, A4, BI1, BI2, BI3 minor importance

For the kind of our research investigation a threeconstruction is used, where, the range
and the computed variation ratio values entailragtier structure, with the intention that if
numerous factors were returned with a range valzem, and others with range value of one
and two, and the computed variation ratio valueseviietween zero and greater than 0.5, in
that case, most likely a four-tier construction htige happening. Conformation of the rural
development projects’ success factors, consequerdbclares the recognized rural
development projects’ success factors, considethgr effect level in the successful
planning, funding and implementing of developedjguts for rural developing communities
such as Palestine in our case prioritize procedfitbese rural development projects’ success
factors with respect to their apparent criticali@yitical rural development projects’ success
factors of tier one are those that are necessaflotwishing rural development projects’
success factors accomplishment as apparent byegdondents of project stakeholders to
affect on the success of development projects zagadn. This tier contains 14 rural
development projects’ success factors, which adered as shown in the first group of table
2. Rural development projects’ success factorsief tivo are completely necessary as
apparent by the bulk of the customers while sonstotniers recognize them to be of no effect
with consider to the accomplishment of developmprdject implementation. This tier
contains 11 e-banking adoption factors, which adem@d according to their bulk agreement
level as follows (refer to group 2 of table 2): RED, FAC2, SD1, SD2, A3,TR3, A4, SOI1,
SOI2, Aland BI1. Rural development projects’ sgsckactors of tier three are those with
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the lowest impact on the planning, development,difog, implementing and using or
consuming the products, services or systems oflolese projects. This tier contains the
remaining factors, which are ordered according e bulkiness of conformity level as
follows: A2, BI2, BI3, IC1, IC2, DP1, DP2, RC1, R@nd RC3.

Summary and Conclusion

The increasing recognition of community-led rural’elopment Projects as an administration
philosophy for advancing the development of rurammunities competitiveness and
effectiveness left the development of empiricakeesh behind (Botos, Herdon, 2013). The
problem is much more obvious in the developing toesm where knowledge and practice of
community-led rural development projects are in trexy early stages. This research
attempted to narrow the distance between the egidtody of literature and approaches of
effective community-led rural development projegikinning and implementation in a newly
established Palestine context. The results ofitlvgstigation suggest that addressing the 25
critical community-led rural development projeasiccess factors which are illustrated in this
study, as part of the rural development adoptionagament process, increases its chance of
success in the Palestinian context. The discussHidine findings reveals that about 14 out of
35 critical rural development projects’ factorsntiéed in this investigation share most of the
values covered by the key principles espoused kyback from development projects
stakeholders and related previous studies (TerAda3).

There is a need for rural development relatedtutsins to develop systems for measuring
key indicators that influence the way the rural @lepment project adds value using rural
development projects’ success factors that postistect the rural community. In addition
develop a system using tools such as dash boardsegasuring key indicators of the level of
tracking the procedure of success factors impleatemt when developing these related rural
community projects through concerned individualsd anstitutions. rural development
projects activities, tools, techniques, featured fmctions that promote the usefulness, ease
of use, facilitating conditions, creditability artcdust issues need to be demonstrated by
providing role models, developing clear mission @afining development projects values
encountering strategic planning, developing comgmslve policy, goal setting, planning
process, promoting awareness, and creating theealsnof development project structure.
Also, there is a need for continuous developmemtrojiect process improvement.

The findings of the survey questionnaire also pdotbat rural development projects
management is a generic philosophy of rural devetog success nowadays as all the rural
development project success factors identifiedngsortant by related studies were returned
as critical or important by Palestinian rural deypshent stakholders. Therefore, the
confirmed critical rural development projects’ sess factors can be used to construct a
framework for leading and tracking rural developm@mojects’ planning, funding and
implementation in the Palestinian context. Suchaméwork is based on the awareness of the
important of the 25 critical rural development gaip’ success factors ordered according to
their criticality.

The study offers a self-reported, one-dimensional$. For the purpose of the study, this
approach was deemed appropriate. However, the ssioEeommunity-led rural development

projects funding and implementation depends oabilty to satisfy the interests of multiple

stakeholders. It may, therefore, be appropriateottsider gathering further information from

various stakeholders such as funding institutie@maployees and affected community in
future research.
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Annotation: Local Action Groups (LAGs) are one of the mainoastin rural areas applying
CLLD principles. As they are financed from publigdget, efficiency of their performance should
be evaluated. Therefore, the aim of the paper @&ssess the influence of various determinants on
technical (TE), pure technical (PTE) and scalecidficy (SE) of the functioning of the LAGs.
Particularly we consider location, legal form aridesof the LAGs. Two Data Envelopment
Analysis models (CCR assuming constant returnsdtesand BCC with variable returns to scale)
were calculated for all 112 supported LAGs in thHe for years 2012 and 2013. TE decreased
overtime. While in 2012 the LAGs produced 64.23 Btheir potential output, in 2013 it was only
48.22 %. It is due to fact that 2013 was the lathe RDP program and 97.3 % of the budget was
already committed. The LAGs had less financial ueses not only for their functioning, but also
for redistribution. Hence, they could not achielie tequired outputs. Theoretically they should
increase the outputs by 35.77 % in 2012 and 51.78 2013 to be 100 % efficient. We found that
the need to serve more people lead LAGs to thesgehient of returns to scale. The average TE,
PTE and SE were also the highest in the largest 4. A@owever, increasing returns to scale
changed to decreasing in all groups overtime. Tight imply that LAGs were operating above
their optimal size with given resources in 2013.

Key words: rural regions, population development, mortaligytility, population projection

JEL classification: C83, J11

1 Introduction

Local Action Groups (LAGs) are considered to be ni&in actors of Community-led local
development (CLLD) applied in rural areas in the€@rRepublic (CR). They function on the
basis of the LEADER approach which has certainggpias that make it a suitable instrument
for local development. Guidance issued by four @oetes-General of the European
Commission define the Community-led local developmmgCLLD) as a tool for
encompassing citizens in developing responses dacstitial, environmental and economic
challenges. It involves “partners at local levedluding the civil society and local economic
actors in designing and implementing local integplastrategies that help their areas make a
transition to a more sustainable future” (DG AGEMPL, MARE and REGIO, 2013).
According to Rose (1996) this new form of governiemgovernance through community —
unlike previous ones that sought to achieve natisaeurity through state-based socialized
forms of intervention and responsibility, seekgtwern without governing society, to govern
through regulated choices made by discrete anchantous actors. LEADER is expected to
be more adaptive to local needs as it is intenddaetmore “bottom-up” and “flexible” than
traditional rural development programs. “lt shouddlow a flexible implementation
corresponding to “local knowledge” and “needs” asfirted by the local participants”
(Papadopoulou et al., 2011; Botos, Herdon 2013heSion of the inhabitants with the village
and the active participation on the developmenividiets are considered by Pechrova and
Boukalova (2013) to be key aspects which contribitethe successful and sustainable
development.
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The transfer of the local development model inftlaenework of the Common Agricultural
Policy of the EU implies learning a new form of pakaction based on initiatives borne by
local stakeholders. LAGs were established in 199&wLEADER program started. At the
beginning, it was only a small scale Communityi#tive, but since that the number of
partnerships has multiplied by more than ten. ln@R, 29 partnerships were established in
2004 in the framework of LEADER+ and LEADER CR. Wiherogram LEADER CR started
to function in 2004, Ministry of Agriculture (MoA9elected 16 LAGs to implement it. In the
second year of the existence the interest of I@aatnership in this program rose and
subsidies were distributed among 23 LAGs. {idava and Herova, 2008) In 2006 other 7
LAGs were supported. Than 3 rounds of LAGs selectaok until there were finally 112
LAGs supported from Rural Development Program (RDRJer axis IV. Despite that only
5 % of the RDP budget was allocated to it, in alitgolerms it accounted for 205.8 mil. EUR.
As LAGs are financed from public budgets, economgpects of their functioning are
important. Their activities and functioning should evaluated. The functioning of Czech
LAGs interested for example Delin (2011, 2012) ahadetkova and Logak (2008) who
assessed the role of the farmers in those paripsrdBhevalier et al. (2012) examined how
LEADER approach is incorporated in Hungary, Lithiaaand in the Czech Republic. Official
assessment of LAGs is annually done by MoA. Howether criteria are not fully reflecting
the nature of the LEADER approach and fail to cormpbAGs among themselves. We
proclaim that LAGs should operate efficiently. Thelyould produce maximal accessible
output with given resources or use minimal accéssitput to produce given output. We use
non-parametric Data Envelopment Analysis (DEA) &culate the efficiency. This method
assume that a decision making unit (DMU) which emplless input than another to produce
the same output can be considered as more efficiPBHA serves as a tool to compare the
DMUs with the best practice. “DEA can be viewedaatol for multiple-criteria evaluation
problems where DMUs are alternatives and each DMtepresented by its performance in
multiple criteria which are coined / classified@EA inputs and outputs” (Cook et al., 2014)
Therefore, we apply DEA for the LAGs’ performancesessment. To the best of author's
knowledge this method has not been applied inatea yet.

2 Methods and Data

The aim of the paper is to assess the influendeaattion, legal form and size on technical
(TE), pure technical (PTE) and scale efficiency (8Ethe LAGs. DEA is used because it
measures the efficiency without prior assumptidmsua the production function. According
to Speelman et al. (2008), other advantage of D&E#hat it permits the construction of a
surface over the data, which allows the comparifamne production method with the others
in terms of a performance index. Using DEA, effidg measures are not significantly
affected by a small sample size, as long as thébruwf inputs is not too high in comparison
to the sample size. On the other hand, the disadges of DEA are that it is a deterministic
method and therefore sensitive to extreme valuesisorement errors and other noise in the
data. Besides, an assumption about the returnsate sf the chosen production technology
must be made. We may consider constant returnsale $§CRS) or variable returns to scale
(VRS), increasing (IRS) or decreasing (DRS). TheAD&odels also differ according to their
orientation. Input oriented search for minimal iatdle combination of inputs to produce a
given output. Output oriented model maximizes thgpots with available resources.

Depending on expected returns to scale we disthgl@@CR model proposed by Charnes et
al. (1978) which assumes CRS, and BCC elaborateBamker et al. (1989) expands the
model to VRS. In the case of LAGs, the assumptib@RS is relatively strong. It suggests
that increasing the input by one unit will causepartional increase of an output by one unit.
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VRS assume that the outcome of the process wikigea more than (IRS) or less than (DRS)
one unit. The difference between constant and blrigturns to scale enables to decompose
technical efficiency on PTE and SE. “Scale efficiermeasured the ability to operate with
average output per input is maximal and pure efficy is the ability to use best practices
when the returns to scale are varying” (Pechrowd,32 The DMU is 100 % technically
efficient when if the output changes in relatiortlie optimum, the efficiency will drop. The
scale inefficiency appears in cases when therdfexrehce between total TE (TE under CRS
assumption) and pure TE (TE under VRS). SE is tatied as a ratio of TE and PTE. It takes
values from 0 to 1. For LAGs that produce outp@®w or above optimal level is SE1.

The more inputs and outputs are included into tbdeh the more units are considered to be
100 % efficient. Therefore, Golany and Roll (19&@lvice to include at least twice more

DMUs than the sum of inputs and outputs. Bankeale{1989) proposed that the number

DMUs should be higher than the product of numbeinpluts and outputs or three times

higher than the sum of inputs and outputs. We delwo inputs and three outputs of LAGs

operation. Firstly a LAG needs finances for functng. Therefore, x1 are the subsidies from
measure IV.1.1 of the RDP devoted to the LAGs dmeraSecond input x2 is the number of

employees recalculated on the full-time employedqes. First output y1 is the amount of

redistributed subsidies from measure IV.1.2 of RigP because it is one of the tasks of the
LAG to allocate finances for the development of #rea. The subsidies are given to the
projects selected during the calls for subsidies.a&sume that the more calls (y2) during the
year, the more active LAG is. Finally, LAGS’ opeoatis assessed by the MoA and according
to the received points a financial bonus to theddiad allocation for LAGs (y3) is given.

The analysis of technical efficiency covers therge2d12 and 2013. The calculations were
done in software Stata 11.2. The input oriented DEAun for each LAG in each year
separately. It is examined how TE, PTE and SE dgvelertime. Both, CCR and BCC
models are calculated and SE is obtained. Consdygueéns explored by Kruskal-Wallis
median test whether the location in predominantisalr/ urban or intermediate NUTS |II
region have statistically significant impact on T&her tested determinants are the legal form
and size of the LAG. According to the economic tlyethe larger is the firm, the higher is
the efficiency due to returns to scale. This predasts until the optimal size of the company
is achieved. Therefore, we examined the TE, PTESEhtbr LAGs of different sizes.

3 Results and Discussion

Firstly, CRS were assumed and CCR input orienteddahaalculated. This enabled
calculation of total TE. Average efficiency in ye2012 was 64.23 % suggesting that in that
year LAG did not fully exploited their potential.n@oretically they could increase their
outputs by approximately 35.77 % to be 100 % eaffiti Due to the fact, that the DEA
method was never applied on LAGs, it is difficdtdompare our results with others. Average
TE decreased overtime as in 2013 accounted onlg8&@2 % of the potential output. On the
other hand, median of TE increase. More than HalfAGs was efficient from 62.69 % in
year 2012 and 63.08 % in 2013. It is due to the ttzet 59 LAGs improved their efficiency,
but a lot of LAGs worsen and became highly ineffiti The number of 100 % efficient
LAGs decreased from 6 to 5. The distribution of Ls\&cording to their TE is at Fig. 1.
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Distribution of TE in NUTS Il regions is displayed Fig. 2. The most efficient LAGs are in
Karlovarsky region (80.23 % in average); the Id&sient in Vyscatina (54.63 % in average)
in 2012. The efficiency significantly decreased gear later in 6 regions. We supposed that
LAGs in rural areas might be less efficient (averadficiency was 62.00 %) than in urban
region (65.96 %). However, the most efficient LA@are in intermediate regions (67.02 %).
Having tested whether the differences in medianahtong those regions were statistically
significant by Kruskall-Wallis test, the p-valuelB.in 2012 and 0.16 in 2013 suggested
retaining the null hypothesis that the medians Bfare equal. Hence, we may conclude that
TE of LAGs does not differ in relation to the regio
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Fig. 2.LAGs’ technical efficiency in 2012 (left) and 2013 (right); Source: own elaboration

Secondly, a BCC model which assumes VRS was usedltolate PTE. According to the
results it also decreased (from 71.32 % in 2013346 % in 2013). While there were more
than half of LAGs purely technically efficient fro88.18 % in 2012, this half of LAGs was
efficient only from 50.27 % one year later. Alscetimumber of 100 % efficient LAGSs
decreased from 12 to 10 and the situation worserb%0LAGs. The distribution of LAGs
according to their pure technical efficiency ispesed at Fig. 3.
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Fig. 3. Distribution of LAGs according to their PTE in 2012 (left) and 2013 (right); Source: own elaboration
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Distribution of PTE of LAGs in particular NUTS Ifegions can be seen at Fig. 4. The most
purely technically efficient were LAGs in Pardubjckegion, while those from Karlovarsky
region were on the second place. However, in begions TE decreased overtime. On the
other hand, four LAGs in Liberecky region improvy@em 71.92 % to 82.21 %) and became
the most efficient from all. (We must note thatrthare only four of them, therefore, the
results might be biased. Again, the LAGs in locategredominantly rural areas seemed to be
less pure technically efficient (72.38 % in avepjag®an in intermediate (73.75 %) and
predominantly urban region (73.12 %). P-values Kouskall-Wallis test (0.91 and 0.44)
revealed that there were no statistically significdifferences in pure technical efficiency
among LAGs operating in rural, intermediate andaarbreas.

According to the legal form, the most efficient @& association of legal entities (z. s. p. 0.),
which in 2012 produced at the level of 74.40 % ofeptial output and in 2013 only at
63.69 % level. Efficiency decreased also in otlegral forms. The less efficient were civil
associations (0. s.) (63.50 %) whose TE decreaset63.50 % on 47.16 %. The most purely
technically efficient were again LAGs with legalfio z. s. p. 0. (78.62 %) than public benefit
corporation (0. p. s.) (73.34 %) and finally 0o(69.96 %) in 2012. PTE decreased a year later.
The decline was the highest in 0. s. (on 52.308d)the lowest in z. s. p. 0. (0N 64.26 %).
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Fig. 4.LAGs’ pure technical efficiency in 2012 (left) and 2013 (right); Source: own elaboration

The results of CCR and BCC models are summarized’able 1. According to the
expectations (see e. g. Pechrova (2013) or PecH@¥®4)) BCC model predicted more
efficient units. It is due to the shape of envelopéhe data. While in CCR model it is conical,
in BCC model it changes on convex and include nooits to the frontier. The results of both
models correspond. Pearson’s correlation coefficies statistically significant (0.86 in 2012
and 0.88 in 2013) i. e. when the LAGs are techhigagificient they also tend to be purely
technically efficient. On the other hand, when 5 is overall technically efficient, it does
not necessary mean that it operates at optima¢.s€ale correlation between TE and SE is
weak (0.42). There was no linear relationship fonatliveen PTE and SE (-0.09).

Table 1.LAGs’ technical, pure technical and scale efficiency; Source: own elaboration

Year 2012 2013

Efficiency type  TE (CRS) PTE(VRS) SE TE (CRS) PTE (VRS) SE

Average for all LAGs 0.6423 0.7132 0.9025 0.4822 0.5346 0.6640
Std. dev. for all LAGs 0.1523 0.1528 0.1034  0.1924 0.2193 0.2500
Variance range 0.6402 0.5492 0.4066 0.8730 0.8870 .8406
% of efficient LAGs 5.36% 10.71% 5.36% 4.46% 8.93% 26.79%

The LAGs mostly worked at IRS in year 2012 (71 ledérh). Only 6 LAGs achieved CRS.
While there were 35 LAGs where DRS were preser2(h2, a one year later there were
already 59 of them. Also the number of LAGs with £fcreased on 9. This finding
corresponds to the previous result suggestingttieaefficiency has decreased between those
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two years. Share of purely efficient LAGs was higime2012 (around 10.71 %) than in 2013
(only 9.93 %). When we divide the LAGs accordingheir size on three groups according to
the number of inhabitants, there were 51 of theeratng in the area with less than 28 000
inhabitants and 15 with more than 56 000 inhabétae expected that having had to serve to
more people LAGs would develop certain returns ¢ales The results confirmed our
expectations as the average TE, PTE and SE isighedt in the third group. On the other
hand, share of fully technically efficient and scafficient LAGs was the highest in the group
of LAGs operating at the areas with less people.

In general, the most of LAGs achieved IRS with gxiom of the largest LAGs where 60 % of
LAGs operated at decreasing returns to scale in 3@h2. In 2013, the share of LAGs with
IRS and DRS was equal in the group of largest LA&sprisingly also some LAGs in other
groups started to apply DRS. This might mean ti#B& were operating above their optimal
size with given resources in 2012. However, we hkee to keep in mind that the year 2013
was the last of the programming period and funatigrof the RDP and hence 97.3 % of the
budget was already committed (MoA, 2014). The LAzl significantly less financial
resources not only for their functioning, but espkg for redistribution. Hence, they could
not achieve the required outputs. In both yeary amhority of LAGs was operating with
CRS which proved that the assumption of CRS wasalnr

Considering the division according to the numbemeimbers we get three groups of LAGs:
40 with less than 30 members, 16 with more thann@mbers and 56 middle sized.
Surprisingly the results are different. The moshtecally efficient were the smallest LAGs
and the less efficient the largest in both yealss Buggests that having more members does
not necessary mean that they would help the LAGdb efficiently. They might rather
complicate the functioning of the LAG than makinigeasier. In year 2012 PTE was the
highest in middle group, while this group applidd & the lowest extend (only 1 LAG was
SE). One year later the largest LAGs were more BB the other groups. Middle group
improved its SE and was the best. Again, as thdadla resources fell, the LAGs became
more inefficient in 2013. While in year 2012 the shanajority of LAGs achieve IRS, one
year later they fell to DRS. The only exception #re largest LAGs where the decline was
not that strong and still half of the LAGs operatéth IRS.

4 Conclusions

The aim of the paper was to evaluate the influefoearious factors on technical (TE), pure
technical (PTE) and scale efficiency (SE) of LoAation Groups (LAGSs). Particularly we
considered location in predominantly rural / intediate / predominantly urban regions, legal
form and size in terms of the number of inhabitdihtsg in their area and number of
members. LAGs are the main actors of CLLD in rar&as. As they are financed from public
budgets, it is important that they use the fundisiefntly. Two DEA models (CCR and BCC)
were calculated for all 112 financially subsidize®Gs in the Czech Republic for years 2012
and 2013.

The results show that TE decreased overtime. Bhi®i a desirable state of art, but might be
caused by the less available resources for overtestd and redistribution. The LAGs might
not have been able to achieve returns to scalepifeethat the number of 100 % scale
efficient LAGs rose, average SE decreased. Theebigtifference was in the group of large
LAGs in terms of the number of members. It poinis that they probably have too many
members to efficiently transform inputs into outpuitience, we suggest to large LAGs to
reconsider the number of members in the situatibanaless resources is available. Different
situation is when we divide LAGs according to themier of inhabitants. We found out that
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operating on the larger area and serving more pdepH to higher scale efficiency. The fact
that larger LAGs get higher subsidies also matdha average TE and PTE were the highest
in the largest LAGs. The analysis suggests thatrtbie inhabitants the LAG serves, the more
it is efficient. To the policy making purposes wanfirmed that the allocation of the financial
resources according to the number of inhabitanteerarea is justified. However, in terms of
the number of LAG’s members, rather smaller sizeecdmmended. The optimal number of
members is between 31 and 60. The challenge fardutesearch is to look more closely on
100 % efficiency LAGs and reveal their best pragiwhich can be followed by others.

Acknowledgements

The research is financed from the internal grant MWNt110/1312/3179 (Vliv dotaci
z Programu rozvoje venkova na technickou efektitptigemai) of the IGA of FEM, CULS.

References

Banker, R. D., Charnes, A., Cooper, W. W., Swadts,and Thomas, D. (1989) ‘An
introduction to data envelopment analysis with sarhigés models and their usefkesearch
in Government and Nonprofit Accountjngl. 1989, no. 5, pp. 125-163.

Botos, S. and Herdon, M. (2013) ,Document Differenicof Broadband Network
Infrastructure, e-Readiness and Usage in EU RuegidRs’, Agris On-line Papers in
Economics and Informaticsol. 5, no. 4, pp. 47-53.

Cook, D. W., Tone, K..and Zhu, J. (2014) '‘Data dopment analysis: Prior to choosing a
model’,Omegavol. 4, no. 4, pp. 1-4.

Delin, M. (2011) ‘Role and Participation of FarmeansLocal Action Groups: the Case of
Members of the National Network of the Local Acti@roups in the Czech Republic’,
Proceedings of the 14th International Colloquium Regional Sciences, Betice (Czech
Republic), pp. 233-243.

Delin, M. (2012) ‘The role of farmers in Local Acti Groups: The case of the national
network of the Local Action Groups in the Czech &djx’, Agricultural Economics (Czech),
vol. 58, no. 9, pp. 433-442.

DG AGRI, EMPL, MARE and REGIO (2013) ‘Common guidan of the European
Commission’s four Directorates-General Agri, Emiglare and Regio on Community-Led
Local Development in European Structural and Inwesit funds’, Available on-line: <
http://ec.europa.eu/regional_policy/informing/dighadf/clld_guidance 2013 04 29.pdf>
Golany, B. and Roll, Y. (1989) ‘An application pesture for DEA’,OMEGA vol. 17, no. 3,
pp. 237-250.

Hudekova, H. and Lok, M. (2008) ‘LEADER in the Czech Republic and _tiaeming
sector’,Agricultural Economics (Czeclwyol..54, no. 12, pp. 555-565.

Charnes, A. W., Cooper, W. W. and Rhodes, E. (19vi@asuring efficiency of decision
making units’ European Journal of Operational Researgbl. 2, no. 6, pp. 429-444.
Chevalier, P., Dedeire, M., Kovacs, D. and Pdld2P12) ‘The implementation of the Leader
programme in Central Europe: Between a local deetmt approach and political
instrumentalisation’Discussion Papers/ol. 2012, no. 89, pp. 5-31.

127



Maiikova, P. and Herova, I. (2011) ‘Analysis of Sodwdtworks in Local Action Group’,
Proceedings of Agrarian Perspectives XX, Prague3pp-366.

Ministry of Agriculture (MoA) (2014) ‘Podkladové rnexialy k 16. zasedani MV PRV 24. 6.
2014’, Available on-line: <http://eagri.cz/publicéy/mze/dotace/program-rozvoje-venkova-
na-obdobi-2007/monitorovaci-vybor/podklady-z-jediteb6-zasedani-mv-prv-24-6-
2014.html>

Papadopoulou, E., Hasanagas, N. and Harvey, D.1j2@®halysis of rural development
policy networks in Greece: Is LEADER really diffat&’, Land Use Policyvol. 2011, no. 28,
pp. 663-673.

Pechrova, M. (2013) ‘Efficiency of biodynamic farmd$roceedings of the Agrarian
Perspectives XXII.: Development trends in agribass Praguep. 55-69.

Pechrova, M. and Boukalova, K. (2013) ‘Best praiit rural development: Case study on
municipalities awarded in competition the Villagetlee Year’, Proceedings of the Agrarian
Perspectives XXII.: Development trends in agribass) Praguep. 290-302.

Rose, N. (1996) ‘The death of the social? Re-figyithe territory of governmentgconomy
and Societyvol. 25, no. 3, pp. 327-356.

Speelman, S., D'Haese, M. and Buysse, J. (2008)eéAsure for the efficiency of water use
and its determinants, a case study of small-scagaiion schemes in North-West Province,
South Africa’,Agricultural Systems, vol. 98, no. 1, pp. 31-39.

128



The Impact of Population Development on the
Sustainability of the Rural Regions

Ondej Simpach, Marie Pechrova

!Department of Demography, Department of Statistics Probability, Faculty of Informatics and Statist
University of Economics in Prague, W. Churchill 49130 67 Prague 3, Czech Republic
ondrej.simpach@vse.cz

2Department of Economics, Faculty of Economics armh&dyjement, Czech University of Life Sciences Prague
Kamyckéa 129, 196 21 Prague 6, Czech Republic
pechrova@pef.czu.cz

Annotation: The aim of the paper is to assess the impact plilption development on the
sustainability of the rural regions. There are édominantly rural NUTS Il regions in the Czech
Republic: Plzasky, Jih@esky, Vysaina, Pardubicky, Zlinsky and Olomoucky region. Theal
regions often suffer by unfavourable demographivettoment. Our paper examines the
development of the population in the rural regid@sed on two scenarios: a simple baseline
scenario (SC1), where no changes are made to thityfeand mortality rates and probable
scenario (SC2) when the fertility rate is gettingser to the level of fertility of Prague today and
the mortality decreases. Using the projections aleutate the future average age and selected
comparative indices based on biological and ecooogenerations: the Sauvy age index and
economic dependence index. These relations wouldvgese in the future. The longevity and
ageing of the population will increase the econodependence of the people. This affects the
sustainability of the regions’ development. Thiiscaot only for the social policy reform, but also
for the action on a regional level and solidaritgaang generations. We suggest taking important
decisions without delay.

Key words: rural regions, population development, mortaligytility, population projection

JEL classification: C83, J11

1 Introduction

Rural regions often suffer by unfavourable demoli@pevelopment. As noted by Klijn et al.

(2005) “we can witness phenomena like stagnatiopojpulation growth or even a decline,

ageing and ongoing migration to cities drainingatuasreas.” For the development of the
regions, not only the number of population but atsostructure is extremely important —

especially in the light of Community-led local déy@ment promoted by the EU. According

to this concept local actors have a better knowdedfj local challenges that need to be
addressed and the resource and opportunities bleailBhe local actors draw up a strategy of
the region, analyse the development needs and tiadten the area, and identify the main

themes of the development process. There are wadauers of the development of rural

regions and various indicators of its sustainghilkmcoff and Westholm (2007) argue that
the demographic change is a key determinant fola@xpg social change. Therefore, local

actors should know the population trends to prefiagestrategy for combating the resulting
challenges. “Population changes are fairly prebtlietaand the age transition can explain a
wide range of social economic changes” (Amcoff aNestholm, 2007; Botos, Herdon,

2013). The population size and structure is “deteech by three fundamental demographic
processes: fertility, mortality and migration” (diet al., 2005). Therefore we predict their
development.

Regional demographic projections are important poedicting the future age and sex
structure of specific population. Unfortunatelyge tisonstruction of regional projection is
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particularly difficult because of a small populatiand insufficiently detailed data. Luckily it
is not the case of Czech Republic’s NUTS Il regioifhere are 6 predominantly rural
regions in the Czech Republic: Rizky (PLZ), Jihdesky (JC), Vyscina (VYS),
Pardubicky (PAR), Zlinsky (ZLN) and Olomoucky regi¢OLM) for which we project the
population. The projections consequently serve detimation of the characteristics of
particular demographic structures in the future @sda tool for a discussion of rural
development policy options (Pechrovéa and Simpa@h3a).

2 Methods and Data

The paper examines the development of the popualatiahe rural regions based on two
scenarios: a simpleaseline scenarigqSC1), where no changes are made to the feréhty
mortality rates (the same trend as today) jprubable scenario(SC2) when the fertility rate

is getting closer to the level of fertility of Pragtoday and the mortality decreases (see e.g.
Simpach and Langhamrova, 2014). The projectionsbased on the component method
without migration (see e.g. Simpach and Diltard, 2013b). We consider zero migration
balance in the near future (the sum of immigranthé region equals to the sum of emigrants
from the region) (Simpach and Dafilvéa, 2013a) and period fronf'Danuary 2013 (current
population structure) tos1January 2043. In probable scenario SC2 the fubmmulation
structure is estimated by own projection.

Firstly we calculated the shortened life tablesrf@les / females (5 year intervals) based on
the Czech Statistical Office’s (CZSO) data for 204@e-specific number of deathx and
number of mid-year populatio&x (wheret is timeand x is age). For the algorithm of life
tables’ calculations see e.g. CZSO (2014). Thetshed range of life tables is 0, 1-4, 5-9,
10-14, ..., 100+ of completed years of life, O-yelarqmersons are considered separately. The
population projections are constructed for 30 ye@lh®e important output from life tables is
age-and-sex specific table — the number of liviegspndx. Let for each year be the table
number of 0-year-old living set on (1), where 2013.

It,O :|t+5,0 :|t+100 ::10(1)0(’ (1)

Using the decreasing coefficient of probabilitydeathqgx for a yeait the number of living is

I -1
s =i X(l—kx—t‘f"*‘“ J @)
h

t=5, x|

wherek is the decreasing coefficient of probability ohtreandh is width of the age interval
(5 years). SC1 considers the same trend in moriadittoday and the SC2 the probability of
deathgx decreasing in the future. Hence, the decreasiefficent of probability of death is
set on 1.00 for males and females in the first easkon 0.93 for males and 0.94 for females
in the second case. The coefficients are set aiceptd Simpach et al. (2014). Because the
table number of living persorgis in shortened range of life tables for the ydars2013,
2018, ..., 2043, we recalculate the table numbdiviofg persons to the centres of the time
intervalst—h = 2013-2017, 2018-2022, ..., 2038—-2042 by lina@rpolation as

_ 4)( It—l,x

II,X 5

+1

t+ax (3)

Using the recalculated table number of living paswe estimate the life expectancy at birth.
The relation mentioned e.g. by Keyfitz (1991). e & simple formula (4)
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100104 |
| _t -4

t,x 2

t1-4

(4)

etO0 - h X x=1-4

In the next step the projection coefficients arewated separately for: live-born persons, 0—

4 year old persons, 5-9 year old persons, and.q[tlee constant (SC1) or lower level (SC2)

probability of death is incorporated into the earlicalculated table.) The projection

coefficients include this trend for particular tinmeervals. They have for live-born persons (

and the time intervdlthe form used by Koschin (1993) modified for skodd life tables as
(1_a)x|t,0 +@2+a)xl  , +2x] 4

P, = . 5
b 5x1,4 ®)

Projection coefficient for 0—4 year old persons #reltimet for the shortened projection is

P _ 2!5x(|t,5—9 +|110-14)
e (1_a)x|t,0 +(2+a)x|t,l—4 +2x|t,5—9

(6)

Finally, the projection coefficients for person5¢ear old and older using Koshin’s (1993)

formula and modified for shortened life tables is
It (x+5)—(x+5+h-1) + lt +10)—(x+10+h-1)
P, ixehoy =— 1 ' for x=5-9. (7)

t,(x+5)—(x+5+h-1)

I t, %—(x+h-1)

The prior assumptions for the projection of livaib@ersons are needed. SC1 presume any
changes in total fertility rates, while SC2 assuim the total fertility rates of regions are
getting closer to the level of Prague today. They lmearly approximated to the reference
region — Prague, where the total fertility rat@me of the lowest in the country (1.36 children
per female in average for 2008—-2012). Age-spedditility rates for Prague in 2008—-2012
are calculated as

N (W,PRG
_ 2008-2012x (8)

f PRG
2008-2012x (F),PRG
Sx Szoqu

where N{iason Stay for the number of live-born personsxefear-old mothersx(= 15, ...,

49 completed years of life) in Prague during 20@82 and E)l‘&RG are the number of

femalesx-year-old, (wherex = 15 to 49 completed years of life) in Prague @1@ Total
fertility rate is the summation of the all age-gfiedertility rates (age intervah = 5 years):

4549
tfr2%§§—2012 = h X Z fZT)Eg—ZOlZX . (9)

x=1549
Then we calculate the age-specific fertility rateseach rural region in 2008-2012 and the
total fertility rate in this region. Firstly, we Icalate the age-specific fertility rates at the end
of the projection (years 2038-2042) (equation &0y then we focus on age-specific fertility
rates in the middle of the projection period (ydapsn 2013—-2017 to 2033-2037), which are
calculated by linear interpolation (equation 11).

tfr regionex
f region — 20382042 f PRG (10)
2038-2042x tfr PRG 2008-2012x !

2008-2012

regiogex

wheretflo3g0.. is the expected level of total fertility rate letregion during 2038—2042.
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(f region _ f region )
i i 2038-204 2008201
f region — f region 2X 2X (11)

b 2008-2012x "~ (2038~ 2009 % (t —2009 °

wheret are the beginnings of the time periods 2013-2@028-2022, ..., 2038-2042. We
consider zero migration balance in the near fusee Simpach and Dotidova, 2013a).

The population projection has a threshold ¥fJan. 2013. We use the approach presented by
Koschin (1993), which we modified for males (M) dedhales (F) and the region as

S(‘I:(/I),region = Nt(_vi){(B),region>< F)t(_xl‘z,region and S(;),region = I\lt(_vi){(G),region>< Pt(_Fh‘);‘regionfor Xx=0—4. (12)
The number of older people, males and femalesah ezgion is calculated as
(M),region _ (M),region (M),regior (F),region — (F),region (F),region
Sx =Sthen XPehen  and S =Sthxn XPenxn  for x=5-9. (13)

We estimate the number of live-born persons fortitne periodt = 2013-2017, 2018-2022,
..., 2038-2042 t@-year old mothers for analysed region using theaggn

(F),region (F),region)
Nt(y\;),region - SX((SLX + St+h,>< J f region

5 o for x = (15 —19) — (45 —49) . (14)

The total number of live-born boyB)(and live-born girls@) is calculated as

4549 4549
Nt(v),(B),reglon — Z I\lt(‘\;),regmn>< 0515and Nt(v),(G),reglon - Z Nt(‘\;),regmn % 0,485 (15)
x=15419 x=1519

where constants 0,515 and 0,485 are the long tespogions of boys and girls at birth. Two
types of generations are recognized: biologicaleswhomical (see e.g. Tinker, 2002 or Fiala
et al. 2011). Considering biologic generations @he intervals: 0-14 yearh,(15-49 years
(I and > 50 years I(l) the Sauvy age indices are calculated. They egphesv many
grandparents per one child are there in the regipapulation.

1l
jx Sauy = 09 (16)
l t,bg
Using economical generations (the age intervald90years I), 20-64 yearsl() and> 65
years (1), the economic dependence indices are calculd@tesly express how many persons
unable to work (pre/postproductive) are dependegroductive and economic active persons.
[+l

. t, t,
IXtdependence: €g €g (17)

teg

3 Results and Discussion

Age-and-sex population structures for rural regians shown in Fig. 1. Full lines mark
current demographic structures, dotted lines shawletbed scenarios (SC1 and SC2). The
shape of the population pyramid becomes regresditiee top in the future. The increase of
number of persons in the highest ages indicategelaty. The population will get older in all
regions. Ageing will be difficult issue for locat@rs in all analysed rural regions and it is the
right time now to take important decisions andawgito deal with it.

Besides the age-and-sex population structure theySege indices and economic dependence
indices are important (see Table 1). Longevity led population causes that there will be
around 2.5-3.0 grandparents per one child in 20A8re were less than 2.0 grandparents in
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2013. From social point of view it is desirablettttge children will have grandparents to later
ages than before. However, from economic perspethiere will be costs related with taking
care of seniors. This is a challenge for the imprognt of the social policy which should
promote the home care. Economic dependence indsxbetveen 0.6-0.7 dependent person
per one productive person in particular region 012 However, its value will strongly
increase in majority of the predominantly ruraliceg. It will reach almost 1.0 in 2043. In
other words, one productive person will have topsupalmost one person that is unable to
secure financial means for living.

Solidarity among generations and social cohesiamenregion is needed. The social system
in the CR in current setting is probably not abl@¢tcommodate the population development.

Age-and-sex specific population structure for Ry Age-and-sex specific population structure for désky
100 region on 1st Jan. 2013 and 1st Jan. 2043 100 region on 1st Jan. 2013 and 1st Jan. 2043
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Age-and-sex specific population structure for \sa Age-and-sex specific population structure for Pardubicky
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Age-and-sex specific population structure for Zlinsky aegi
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Age-and-sex specific population structure for Olomoucky
region on 1st Jan. 2013 and 1st Jan. 2043
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Fig. 1. Age-and-sex specific demographic structures ofigmgnantly rural regions, population off Jan. 2013

and on ¥ Jan. 2043 by scenarios SC1, SC2; Source: ownlatitms and illustrations based on data from CZSO

Predominantly rural regions are specific. They welatively “young” (i.e. the average age
was lower in the past), but had become ageing.

Table 1.Sauvy age indices and economic dependence indiaesal regions onslJan. by scenarios SC1, SC2;
Source: own calculations

Year

PLZ

VYS

ZLN

sc1

SC2

SC1

SC2

SC1

SC2

Sauvy

Dep.

Sauvy

Dep.

Sauvy

Dep.

Sauvy

Dep.

Sauvy

Dep.

Sauvy

Dep.

2013
2018
2023
2028
2033
2038
2043

1,887
1,904
2,019
2,303
2,536
2,628
2,593

0,662
0,739
0,811
0,817
0,815
0,815
0,894

1,881
1,904
2,032
2,343
2,643
2,836
2,885

0,663
0,747
0,831
0,852
0,865
0,879
0,978

1,842
1,886
1,993
2,220
2,423
2,546
2,587

0,681
0,733
0,792
0,808
0,817
0,819
0,876

1,839
1,891
2,011
2,256
2,502
2,701
2,824

0,681
0,740
0,811
0,842
0,867
0,886
0,963

1,928
1,979
2,100
2,356
2,597
2,742
2,779

0,662
0,725
0,790
0,806
0,817
0,819
0,880

1,922
1,979
2,108
2,377
2,653
2,866
2,977

0,663
0,733
0,810
0,843
0,871
0,892
0,977

JIC

PAR

OLM

2013
2018
2023
2028
2033
2038
2043

1,834
1,862
1,973
2,223
2,428
2,509
2,497

0,670
0,744
0,818
0,829
0,829
0,829
0,895

1,830
1,867
1,993
2,271
2,539
2,715
2,790

0,671
0,751
0,837
0,862
0,877
0,892
0,977

1,793
1,806
1,900
2,138
2,336
2,426
2,424

0,681
0,751
0,816
0,822
0,819
0,819
0,888

1,790
1,815
1,928
2,198
2,460
2,644
2,733

0,681
0,757
0,834
0,852
0,863
0,877
0,966

1,860
1,878
1,982
2,240
2,456
2,556
2,564

0,666
0,740
0,809
0,819
0,820
0,818
0,886

1,855
1,881
1,998
2,278
2,549
2,737
2,829

0,667
0,747
0,829
0,854
0,870
0,884
0,973

Thanks to better health condition of the populatiothese regions, developed infrastructure,
higher living standards and other related issues hatcher et al., 1998, or Boleslawski and
Tabeau, 2001), the population in all regions witellonger (see mainly SC2) and the life
expectancy will increase. However, it must be takaio account that increasing living

standards of the population bring also the neelklep people more economic active than
before (see e.g. Pechrova and Simpach, 2013b grasmand Langhamrovéa, 2014). Indexes
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of economic dependence point on the fact that rpeople will be economically dependent
on the less. The social system in the CR is notgady to manage the population change and
prepared for absorbing this social burden. Polie&ers are probably aware of the situation,
but do not have certain instruments to solve its Itifficult to prepare and launch projects
such as investments to retirement houses or tagehidwe social policy and aim more financial
means to people who would take care of their olémqta at home. Also programs for joining
the working process (i.e. the benefits for motlwerparental leave) are important.

4 Conclusion

The aim of the paper was to assess the impactmflabon development on the sustainability
of the predominantly rural regions in the Czech djg. There were two scenarios
considered: a baseline (SC1), with no changesriilitie and mortality rates and probable
scenario (SC2) when the fertility rate is gettingser to the current Prague's level and
mortality decreases. The future average age andSHievy age index and economic
dependence index were calculated. Not surprisintly,results of our calculated projection
show that the population will be continuously agein all selected regions. Thanks to better
living conditions, improved health care and othelated factors, the longevity will be more
often observed phenomena. Government in the CRlaoadl actors in rural regions should
consider the development and take actions. A refofrthe social policy system might be
needed — not only on the state level, but alsbetegional one. The regions probably should
not fully rely on the state help, but the local cast should address these population
development issues too. Otherwise, the unfavouralge structure might cause serious
problems to the sustainability of their developmeBesides, sustainable development
requires not only people rooted in the regions, dlgb active people familiar with local
situation, who are able to identify the needs & thgion, and are competent to find and
implement the solutions. When there are more ecaay inactive people, it is harder to
enhance the development. Rural regions are in oofable position, as their population is
ageing. Its influence has also a migration, whiahdid not consider (for simplification and
due to shorter time horizon of the prediction)the future research, the migration should be
also examined closer, as the “flight of young” froumal areas is often observed.
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Annotation:

The BGP selected for this study is operated byNbeosedly agricultural cooperative (IN: 00113824) i
the region of Southern Bohemia. The installed elecutput is 537 kWh and heat output is 538 kWh —
for own heating of administrative buildings, cowatc. the enterprise uses approx. 45 % of thbleisa
heat energy. In 2013 this capacity was grossedyupnbadditional co-generation unit, and total elect
output is now 695 kWh and heat output is 775 k\Whe Goal of this case study is to determine frorh rea
data the benefits for the municipality and also tfee company, which is also the co-investor inte th
project. The authors carried out the primary dafiéection about the costs and benefits arising ftbm
distribution and use of waste heat for domestictihgain the municipality. Among the important
indicators of evaluation of this particular investm are net present value, internal rate of refguantity

of waste heat used etc. (for this evaluation thicators of financial analysis are also used). Feom
economic point of view this is a very interestingjpct, which can increase the return of the BGRHe
company, because within the process of electrigibduction the waste heat, which powers the whole
process, is fully used. It has been concluded,htbat from BGP decreases emission load in thegeillay
430t of CQlyear. Decrease in emissions is achieved by replaectof solid fuels stoves by non-emission
producing heat source in the village. But replacgnoé the heat source is very capital intensivecpss
that has a serious impact on the project econoray pkesent value calculation presents unprofitigtii
project is not supported by subsidy. Calculatedonesent value (discount rate of 5%, 15y) is neggH5

mil CZK). But if subsidy is provided (66% of invesént price), net present value decreases although
remains still negative (- 408 ths. CZK) with intatnrate of return 2% (however there are not
environmental impacts evaluated, but only savimgsttie heat and hot water). The main benefits ef th
project are: lower heat price, lower emission.@i@ winter timeespecially), higher BGP Novosedly
efficiency and decreased municipality costs foidsalaste collection.

Key words: biogas plant, waste heat, community-led rural dgwelent, renewable energy

JEL classification: Q42, Q20, Q53, 013

1 Introduction

It is generally accepted that the utilisation cfdib fuels (crude oils, coal etc.) is accompanied
by negative externalities influencing the enviromingOtahal, 2009), the quality of life of
countryside inhabitants (Pasten, Santamarina, 2@h2) also tourism in specific areas
(Frantal, Kunc, 2011). These externalities conteltowards global warming — the emissions
of greenhouse gases into the atmosphere (TurtometBa 2006). An important factor in
recent years is the pressure on the enhancem#m share of renewable resources of energy
in the total energy production. The energy produfredh renewable sources in the EU
conditions is more difficult, which is why suppdrom the public budget is necessary. It
frequently arouses controversies (Jacobsson eR@D9). New decentralised producers of
energy have begun to operate (bio-gas plants - p&&tpvoltaic power stations, wind power
stations). Numerous studies point out that theetiirstate of centralisation of energy industry
is problematic and support its decentralisatione@@peace 2005; Chapman et al. 2006;
Lovins et al. 2002; Jenkins et al. 2000; Wolfranale2003).
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Centralised energetics depend upon limited fosssburces and has an overall negative
impact on the environment, whereas the decentdalisedel is better suited to renewable
energy resources and has fewer negative impactan@iky et al. 2008 Chapman et al,
2006 Greenpeace 2005). Another downside of the ces¢@lsystem is its vulnerability — the
risk of outage and widespread interruptions of sypwhich can affect a large number of
consumers at the same time (Greenpeace 2005)hése reasons this article is made as a
case study, which considers the possibility of emmmnity connection to a bio-gas plant to
use the off-heat (waste heat) as a suitable sdar@mestic heating. For this project a grant
was provided from the environment fund. The BGBlected for this study is operated by the
Novosedly agricultural cooperative (IN: 0011382d)thhe region of Southern Bohemia. The
installed electric output is 537 kWh and heat outipu538 kWh — for own heating of
administrative buildings, cow barn etc. the enteguses approx. 45 % of the usable heat
energy. In 2013 this capacity was grossed up bwgdatitional co-generation unit, and total
electric output is now 695 kWh and heat outputis KWh. Based on the results it is evident,
that use of heat in the companies, shares in taéB&S revenues only in 0.3 — 0.4 %. Just
the use of waste heat from BGS is a very signifiedmibute for efficient use of the total BGS
potential. (Homolka, Slaboch, Svihlikové, 2014)

The goal of this case study is to determine froat data the benefits for the municipality and
also for the company, which is also the co-investtw the project. The lowest price of heat
according to a ministerial regulation is set at TXK/GJ. During the operation of the BGP
the co-generation units can be taken out of sefeicaecessary maintenance — thus there is a
risk of interruption of heat supply. According tam$ina (2013) the time of shut-down is 3
days per year on average taking data from a simprigject. A second benefit of the usage of
waste heat is an improvement of air quality, esglgcin winter months. The authors carried
out the primary data collection about the costs lagkfits arising from the distribution and
use of waste heat for domestic heating in the niplity. Among the important indicators of
evaluation of this particular investment are netspnt value, internal rate of return, quantity
of waste heat used etc. (for this evaluation tligcators of financial analysis are also used).
From an economic point of view this is a very ies#ing project, which can increase the
return of the BGP for the company, because withangrocess of electricity production the
waste heat, which powers the whole process, iy fusled. The heat consumption for the
process biogas is particularly dependent on thé lbea from the fermenter, the type of the
temperature of the fermentation process (mesopabilithermophilic). The consumption of
heat for technological heating BGP is between 28-40CZ BIOM, 2014)

2 Materials and Methods

The aim of this case study is to evaluate investsnand quantify the costs incurred during
implementing the connection of village on heatingnf waste heat from biogas, which is
located in an agricultural company (AC NovosedIy)tibe outskirts of the village.

For evaluation of the investments are used neepteslue and internal rate of return by the
following formulas:
CF
((1+i)t) —IN (1)

. NPVn o
Internal rate of return=in + v (iv—in) (2)

t

Net present value = Z
0

3 Biogas plant
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where: CF — cashflow, i — interest rate, in — Lowerest rate, iv- higher interest rate, NPVn
— NPV at a lower interest rate, NPVv - NPV at aheiginterest rate.

The main part of this article “results and discassiis divided into three parts. In the first
part is defined difference between the current tuednew conditions in the terms of energy
consumption in quantity and also in money. In sestion is also defined what objects are
affected by this project. The second part showstdked costs of this project of using heat
from biogas plant of AC Novosedly. In this partakso quantification of financing, cost
structure and schedule of work. The final sectiesatibes the economic and environmental
evaluations of the project, which is defined below.

The project description

The project includes construction of a central $ymd heat from the biogas plant in the

village Novosedly. Village is located in South Batia, on the ORP Strakonice. It is a small
village with the large numbers of family houseshwihe necessary amenities. Individual
buildings are heated by local sources of heat. Whier is provided in the electric storage
heaters. Pipeline insulation with exception of riawlding does not match to requirements of
the decree 193/2007 Code of law, and the combugigses are considerable and energy in
the fuel is small. Heating control is usually manubhermostatic valves on radiators are
installed. In the agricultural area on the outskidf the villages is situated central

cogeneration source of heat which burning biogas.

Power of CSH4 is 610 kWt and is not fully utilizéthe heat produced in a cogeneration unit
is currently used to heat buildings in agricultumetas, but the greater part is thwarted, incur
costs and electricity consumption for its obstiuctiln the service building of BGP is located
machinery for the heat distribution of suitable aafy for the connection of the buildings of
the village. Total is built 548 m distributions CSE6 connections to buildings with a total
length of about 170 m and the total performanc&idi kW. The implementation of these
measures is to reduce annual emissions of 4.4 EB85 and annual energy savings for
heating and hot water in the amount of 698.8 G& U$e of heat from a biogas plant for
industrial heating municipality will contribute tan increased use of renewable energy for
heating and hot water. It also increases the effity and operation of the existing BGP,
where the heat produced by the cogeneration umiemtly partially thwarted. The present
project is sustainable - implementation of measfwesnore comfortable use of individual
objects, and has a positive contribution to therenment - implementation will improve the
air quality in the area.

3 Results and Discussion

The source of heat for heating distribution will dasting co-generation (combined heat and
power) unit of bio-gas plant (BGP), or more prelgisthe cooling of its engine and heat
exchanger of combustion gases. The BGP is situatedrthwestern part of municipality in
the area of the agricultural cooperative.

The heat from co-generation unit is used for wagnafi biomass in fermenter, for pre-
warming of air in drier of crops and for heatinga@impany buildings at present time. There
will be markedly improved the using of heat from-generation unit with expansion of
heating take-off by connected buildings. In thesavlg connected buildings will stay the

4 Central source of heating
5 Precursores of secondary elements
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current sources of heat (furnaces, beaters) talavg@roblem of heat insufficience in time of
cut off in BGP.

These heat sources will be used in some circumssaotthe lowest outdoor temperatures,
when the temperature of heating water will not b#figent for full heating of buildings.
Designed construction serves to extend the cuieat exploitation produced by existing
BGP. Usable heat rate of BGP for municipal heattn§10kW. Outdoor caliduct is led from
the pre-isolated pipeline loaded in excavation iogally buried pipe.

The usage of heat from BGP is as follows:
- administrative building (570
- workshop 1 (800R)
- workshop 2 (720R)
- parlour and drier (36 fg
- offices (8nf)

Total heated area in agricultural company Novosedl\2134 square meters with total
installed heat load of 470 kW.

Subsequently, next part of waste heat from BGPhbelused for:

- family houses (1474 f

- apartment houses (multi-family; 1018m
- kindergarten (248 Ry

- elementary school (1543n

Total heated area for residents and municipal ptgps 2,885 square meters with a total
usable output of 310 kW (Project documentatiomidppendix n. 1)

Heating systems in village Novosedly are variouse Village is under gas service, but natural
gas is used just minimally — only in elementaryagthThe main source for heating is brown
coal (lignite) combusted in local furnaces, whiale @onnected with gravity circulation
systems (90/70°C) with radiators without thermastaalves. In small part of houses electric
hot-water heating is applied. There is also usedntural gas combusted in gas furnace in
one case. The regulation of heating is usually rakrilie room thermostats are used for heat
management in case of electric and gas heating.

In the next table, the average annual costs ofifggand water warming are shown before
building insulation, i.e. for 10 family houses, 3®astment houses, kindergarten and
elementary school. The total costs for heating wez& 952,634 and the consumption od
energy was 5,511 GJ.
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Table 1. Average annual costs of engaged buildings

Annual referential consumption — 3 year averag®922011)

Inputs of fuels and Heating

energy Unit  Quantity value GJ conversion Annual costs in CZK
Purchase of electricity MWh  112.933 3.6 406.6 2375
Purchase of heat GJ 1839.9 1 1839.9 183991
Natural gas ths.m3 0 34.1 0 0
Brown coal (lignite) t 169.7 17.5 2970.2 522764
Black coal t 0 23 0 0

Coke t 0

Wood for heating t 14 12,5 175 19249
Heavy fuel oil t

Light fuel oil t

Petroleum t

Other gases - PB t 2.8 43 120 876
Secondary energy GJ

Renewable sources GJ

Other fuels GJ

Total inputs of fuels and energy 5511.7 952634
Stock changes 0 0
Total consumption of fuels and energy 5511.7 952634

Source: AC Novosedly

In more detailed view on the structure of energétexpenditures (see the table below), it is
evident that there are relatively big losses oft heaparticular heat sources and in the
distribution. About 1/5 of energy is affected bysdes, it is CZK 206,453 in monetary
expression.
Table 2. Recapitulative annual energetical balance of atiigsguation
GJllyear Costsin CZK

Input of fuels and energy 5511.7 952634
Fuels stock change 0 0
Renewable and secondary energy consumption 0 0
Fuels and energy consumption 5511.7 952634
Final fuels and energy consumption 5511.7 952634
Losses in heat sources and distribution 1173 20645
Consumption of heat for heating and water warming 33847 746181

Source: AC Novosedly
The changes in heating against the situation befare

The usage of central source of heating (CSH) weékcrdase the ash production and
consequently also the item ,waste disposal“. Thesdsedly municipality annually spend
about 119 ths. CZK for waste disposal presentlis jfossible to suppose the cut about 25 %.
We have to calculate also with higher price of hibain it is now in connected buildings
(CZK 100/ GJ). The heat will be selling to the setdary distribution, where will start new
operation and maintenance costs, and so minimallg 80/GJ will have to be added to the
price from primary heat distribution. Next is thecp from secondary distribution calculated

141



as CZK 180/GJ. This price is below brown coal praned still remains motivated for
connected buildings. In the next table no. 3 arewshthe energy parameters after the
expansion of central source of heating (from BGR) the part of village. The higher efficacy
of the new source of heat means lower need of grarthe end — from present 5,511 GJ to
the expected value of 4,480 GJ. In monetary exjmess means savings of 170 ths. CZK.
The efficiency of brown coal furnace is about 5584iast the central source of heating from
BGP with 88%.

Table 3. Energy parameters of rating expansion:

ltems Quantity Unit
Total heat losses 501.2 kw

Warm water systems 501.2 kw

Buildings connected with

CSH 228.2 kw

Current total heat

consumption 4338.7 GJ

Current total fuel

consumption 5511.7 GJ

Efficiency of CSH 85%

New consumption from CSF 4479.9 GJ

Energy savings due to

decreasing of losses 732.1 GJ

Current costs of fuels 952634 CzZK
Current costs of

transportation 48000 CZK
Current costs of ash dispose 29750 CzZK
New costs of energy 860335 CZK
Energy savings due to

decreasing of losses 170049 CZK
Average utilization of source 2649 hour

Source: AC Novosedly

The financial savings are relative small, even viiitiusion of others costs connected with
current fuels (transportation, ash disposal, mdatmn etc.), because there will be changed
relatively cheap fuels by more comfortable energform of district heating from biogas. The

savings will appear just in the buildings of kingierten and elementary school from the
property of Novosedly municipality as the investdbhe savings in council buildings can be

calculated as ratio from total savings:
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Table 4.Kindergarden and elementary school:

ltems Quantity  Unit
Heat consumption 402.7 GJ
Fuel consumption 602.3 GJ
Losses for school 50.4 kKW
New fuel from CSH 473.7 GJ
Energy savings 128.6 GJ
Total energy savings 732.1 GJ
Total financial savings 170,049 CZK
Share of energy savings of kinderg. and school fiatal

savings 17.6% %
Share of financial savings 29,863ZK

Source: AC Novosedly

For municipality, as the main investor, are theirsgin heating of buildings relatively small
—about CZK 30 ths. per year.

The total savings for lifetime of project (15 yeacan be calculated as a product of annual
cost savings of heating with lifetime of projecefris paribus). Total savings from viewpoint
of investor and also from viewpoint of residentarf{pof community) are CZK 2,550,735
(savings only for heating and water warming). lnecessary to add also cost savings for
waste disposal to this amount (according to suppbdecrease of 25%). In this case it covers
an amount of CZK 446,250 for lifetime of projeciotdl savings for lifetime of project are
then 2,996,985 CZK for municipality and connectechmunity. However, in this evaluation
are not calculated the environmental impacts af phoject.

Costs of the project

The project is financially demanding — total expsnare CZK 7,476,661. From the table
below (no. 5) it is evident, that the direct impkmation costs of construction works make
the highest share of costs in total amount of 728 CZK (94.12% of total expenses). The
project documentation costed CZK 350,400 (4.98%) amrks inspection CZK 84,000
(1.12%). Also a memorial plague was unveiled (CZ809).

Table 5. Costs structure of the project

Capable  Non-capable

Total expenses
expenses expenses

(inCzK  (inCzKwith (" \%%W'th
with VAT) VAT)

Project documentation 350 400 350 400
Elaboration of project documentation 86 400 86 400
Elaboration of energy audit 84 000 84 000
Processing of application for subsidy 72 000 72 000
E:gg:jjlrggo?; ;:ﬁir;t;zgtrlljal documents, select 36 000 36 000
Processing of documents of erection 72 000 72 000
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Obligatory publicity 5 000 5 000
Lasting memorial plague 5 000 5 000
Works inspection 84 000 84 000
Works inspection 84 000 84 000
Direct implementation costs 7 037 261 7 037 261
Construction works 7 037 261 7 037 261
Savings of operating costs 149 315 149 315
Total 7 327 34¢ 149 315 7 476 661

Source: AC Novosedly

In the next figure no. 1 are displayed particulasts of construction works, which are

described in detail. The highest part of constactiosts are the costs of piping (61% of total
direct realisation costs), consequently are immbrédso groundwork, constructions and costs
of adaptation of foot-paths and roads.

45000

B Groundwork
B Forewinning (preparations)
m Constructions

Foot-paths and roads

B Supplementary works

3504582 484993 B Moving of material
Piping
\ 135204 Electro-installation
3435

Figure 1: Structure of construction works costs (source:M@vosedly)

The structure of project financing is followingetimain part of financial resources came from
the ERDP fund in total amount of CZK 4,824,800, what is 6&%m total costs of project.
The second part of resources provided municipaiitiyptal amount of CZK 2,502,546, what
is the rest 34%. From the forewinning and heftingfsgreparations point of view, it is long-
term project with total time of building of 3 yedfsom preparation to start).

European Regional Development Fund
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In the next figure no. 2 is shown the lay-out ofrkgdamong particular activities in time of
piping from BGP to individual delivery points. THengest time was spent for the site
excavation — 20 weeks. The construction of caliduas divided to 3 stages according to
schedule (+ ending works). Particular stages getteer — the construction works of caliduct
underground laying (548 m) spent 7 months. Fromarrefl materials it is evident that the
costs per 1 m of caliduct are CZK 13,371.

18 20

Site excavation
Piping

Backfill and compaction

17

Figure 2: Lay-out of works (number of weeks; source: appendix n.2)
Economic evaluation

The effectivity of included finance is assessechvito interest rate condition. The period of
evaluation for building parts is chosen for 15 ge@gervice life). The following table n.6
contains evaluation of heat-water system investmetit the help of net present value and
internal rate of return. In the first column altatime n. 1 is given (in case of not providing the
subsidy from OP environment in the amount of 4,82@,CZK) where investment is fully
paid by the village — total cost 7,327,340 CZKtHe alternative n. 1 the net present value is
negative i.e. — 5,003,334 CZK. Annual yield is dgfied as citizen and village saving for heat
and communal waste disposal. In the alternativz (approved subsidy from OP environment
in the amount of 4,824,800 CZK and remaining paf02,546 CZK paid by village is
considered) the net present value is negative,ohlyt in the amount of — 408,286 CZK.
Internal rate of return was positive, in the amooin2%. From the evaluation point of view,
neither alternative brings positive net currenueabased on own calculations. However, this
evaluation does not account for environmental ihpégroject, which is stated in following
pages.

Table 6. The investment evaluation of heat-water system

Alternative 1 Alternative 2
Start investment 7327346 2502546
Loan 7327346 2502546
Annual yield 199799 199799
Considered discount 5% 5%
Service life 15 years 15 years
Net present value -5003 334 CZK -408 286 CZK
Internal rate of return negative 2%

Source:autor’s calculations based on data of ACoskedly
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It is not realistic to demand complete heat-watgstesn investment return from just the
energy savings. It is clear that local heat soam®ectible to CCU modernization will bring
higher comfort of heat supply in part of villageamual work will not be necessary and it will
be possible to heat without interruptions.

From the individual connected end-user point ofwigre may declare, connection starting
costs for purchase of delivery heat station ar@@ CZK. Based on estimate of saved costs
for heating and hot water the connection CCU mesasd costs in the amount of 59
CZK/m2 per annum. The average size of connectedyfdrouse is 147 m2, which means
saved costs of 8,673 CZK per annum. In this casenét return period for family house is 6
years. The average size of flat in a block of flat§2 m2. In this case only one delivery heat
station is necessary (one block of flats includéa®). Therefore lower net return period is
applied, namely 3 years and 2 months.

Environmental evaluations of the project

Implementation of the measures will have an impacthe environment that will reduce fuel
consumption. Central cogeneration unit (CSH), fnehich heat is supplied, burning biogas.
To calculate the estimated environmental benefiésbased on the distribution of the fuel
base separately for existing situation and the vemrant with the heat of BPS.

Table 7. Consumption of energy before and after piject

Current Amount — current New condition  Amount - new
Fuel condition -GJ condition -GJ condition

Brown coal 2970.2 169.7 t 0 0
Coal 0 Ot 0 0
Wood 175 14 t 0 0
Natural gas 120 2.8 ths®m 0 0
Electricity 406.6 112.9 MWh 0 0
Biogas 1839.9 1839.9 GJ 4779.6 4779.6
Total
consumption 5511.7 4779.6

Source: AC Novosedly

Calculation of CO2 equivalent emissions was coretlictccording to the general emission
factors Decree. 425/04 Code of law. Other emis&otors according to the Decree. 146/07
Code of law:
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Table 8. Production of pollutants before and afteproject

Pollutant Current condition (t/year)  New conditi@fyear)
solids 1.913 0.003

SO 3.802 0.001

Nox 0.813 0.225

CO 7.644 0.045
hydrocarbons 1.532 0.009

CO. 429.156 0.000

EPS 4.682 0.201

EPS (share in %) 100% 4.30%

Source: AC Novosedly

In new alternative the current fuel and energyhieating and hot water is completely replaced
by biogas heat. According to decree 425/04 Codeawf biogas as a product of biomass has
zero emission factor, therefore new alternativeashmaximum possible CO2 saving. From
the global point of view, all emission kinds willebdecreased by influence of saving
arrangements in the heating system project obgctwhere the emission savings are
calculated to the CO2 equivalent in accordance débree 425/04 Code of Law.

Solid fossil fuels are replaced by renewable sauafeenergy. From the ecological point of
view the air pollution in village of Novosedly irtr8konice region is decreased. Parameters of
this project correspond with subsidy program folC&ystem enlargement and CO2 emission
savings, which considerably proved in the amourstuiisidy from OP environment.

4 Conclusion

Benefits of this project are for village Novosedbry positive. By project realization current
mostly non ecologic local solid fuel heating sogreath low effectivity were replaced with
central heat distribution produced by biogas staiio AC Novosedly. This step leads to
decrease emission quantity of air pollutants fraral fourning, which means increased air
quality in village Novosedly and all region Strakmn The biogas station heat usage brings
higher utilization of renewable energy sourceshieating and hot water in the village. At the
same time the effectiveness of current biogasaostgtroduction has increased, because the
part of the heat was thwarted. This project wadimanced from EU subsidies ( OP
environment — 66% of total costs) and remaining pas paid from Novosedly budget ( 34%
of total costs).

From the economic point of view the project isha tevel of 5 % interest rate non profitable
for the village, it does not reach positive valuegvaluated indicators. Net present value (in
case of granted subsidy in the amount of 66% tatsis) is negative, in the amount of CZK —
408,286.38 with internal rate of return of 2%. Hoee this evaluation does not account with
environmental impacts. The alternative n.1 considéPV in case of not obtaining subsidy
and its amount is CZK — 5,003,334.

From the environmental evaluation point of viewe fbroject decreases emission burden of
the village by 429 tons of CO2 per annum and atstree time it decreases precursores of
secondary elements by 95.7%. Other watched potlutadicators show considerable
decrease.

7 Precursores of secondary elements
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Total savings during lifetime of project (15 yeass® CZK 2,550,735 (savings from heating
and hot water only). It is necessary to add sast fow waste disposal to this sum (expected
decrease by 25%), which is in the amount of 446Q2BK. Total savings from this project are
2,996,985 CZK for the village and local connectethmunity.

Total project expenditure is CZK 7,476,661. Thehlegt sum of caused costs is determined
by direct realization expenditure for building inettotal amount of CZK 7,037,261. The
inhabitants of individual houses and flats facetxdsr purchase of central cogeneration unit
in the amount of 54,000 CZK. The fact, that biogéstion has been used for 5 years and
licence has been granted by ERU (energy reguldiingau) for 20 years, is significant
disadvantage. The question is, if BGS Novosedly obkain licence extension as they can
guarantee only 15 years.
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Appendix 2

[Harmanogram praci bfezen | duben [ kvéten | Eerven | ervemec | srpen | i}
tyden €.
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Pripravné priace

1. Etapa: Administraéka - rozboéeni ( 272m )

Zemni prace + protlak

Pokladka potrubi

Zasyp a hutnéni po vrstvach

2. Etapa: Rozboteni sever (117m)

Vykopové, zemni a bouraci price

Poklddka potrubi

Zasyp a hutnéni po vrstvach

3. Etapa: Rozbodeni jih (207 m)

Vykopové, zemni a bouraci prace
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Zasyp a hutnéni po vrstvéch

4. Etapa: Dokonéovaci price

Vykopové, zemni a bouraci price
Vozovka - §d, asfalty

DlaZba zamkovd + mozaika
Zpétna montai oploceni
Rozprostieni ornice +oseti

Uklid staveni5té

Source: AC Novosedly
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Annotation: Development trends in the area of agriculture ramal areas are closely inter-related.
Rural area and its character are to a large extfioenced by the volume and especially by the
structure of its settlement. An important rolestmaping the character of the countryside and its
settlement structure is, undoubtedly, played byicatjure. As the global, regional and local
economies are transforming these days, there éxlind in the importance of agriculture as a key
economic area. The decline in the share of agtmiiin economy, accompanied by the reduction
in the number of jobs in agriculture, subsequelatids to a significant reduction in the proportion
of the population living in rural areas. The adielnalyzes the development of the rural population
(or its share) in the context in relation to agitiaxal sector development during the past several
decades. The main emphasis is placed on identityieglifferences existing between the various
regions of the world. The results of the analys$ithe development of the share of rural population
in the total population of the world and selectedions implies the following. The volume and
particularly the structure of the global rural ptation have changed extremely over the last three
decades. While at the beginning of the period alegkin this study about 2.6 billion people lived
in the countryside, at the end of the period it wheady 3.33 billion people. Over the years the
dynamics of the rural population growth has deadasignificantly. The result of this
development was a decline in the share of ruraujaion in the total population of the world
from 60.6% to about 47.45%. In particular, restucly of the global economy, which has led to a
significant decline in importance in terms of rusdonomic growth has shown to be a major
determinant of the development in time. In thisarelg there has been a significant reduction in
agriculture, which had long constituted a majorrsewf income and employment in rural areas.
As the share of agriculture in the global econoelly(by more than half) and the volume of jobs
in agriculture decreased — in other words, the qriiqn of people working in agriculture in the
total number of workers in the global economy tetuced - there was a significant decline in the
rural population growth and a substantial outfldvhis population into urban and suburban areas.

Key words: Rural areas, population, agriculture, structuretdis, influence, development.

JEL classification: J10, J11, J18, Q01, R11, R12

1 Introduction

Agriculture and rural areas are very closely imarected. Due to the fact that agriculture as
an economic activity has a global character andhpemented on very large areas usually
outside urban area, its link to the rural areasef@hmore than 95% of the land is found - this
number includes not only agricultural land, butoalgrests and other land types) more than
logical.

Agricultural activity takes place on more than 4Blion square kilometers, which represents
more than 35% of the mainland area on the groundtetrms of economic activity
(manufacturing, mining and services), agricultusactor is the most dependent on large
expanses of available land resources of high qu@digh demands on soil nutrients and fresh
water supply). Farmland in the past represented stiidrepresents a natural base for the
development of human civilization.
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In the countryside, where most of the agricultwaelivities take place there currently live
about half the world's population - more than 3lboin people. The relationship between the
rural development and development in agriculturdigtorically very long and significant
(Luptdk and Naxera, 2013). It is the rural areasnehthe very beginnings of human
civilization developed. A very dynamic developmentrural areas then occurred, especially
with the advent of agriculture about ten thousaedry ago. It was agriculture that largely
determined the character of the cultural landscapd, further development of settlements,
villages and later also cities.

The position of agriculture began to change overetiwith the advent of the industrial
revolution, when until then the prevailing natioronomic model AIS (methodology by
Holub, 1972) (agriculture-industry-services) or Al@s gradually replaced by the IAS model
(industry-agriculture-service) or ISA - this meahsat the dominant position of agriculture
was broken in favour of industry.

With the gradual development of industrializatiomdahe consequent development of the
service sector, the importance of agriculture asntiain economic activity began to decline
much faster - at present time when most countrigbe world are dominated by the SAI or
SIA (service-industry-agriculture) model of econgnilye importance of agriculture is very
limited. Agriculture currently accounts for 4-5% gliobal GDP value, and the added value
generated by the agrarian sector in the world ssmms about 2.4 trillion USD.

Despite the fact that the agrarian sector currerdfyresents only a fraction of the value
generated by the global economy, it is still neags$o accept the agrarian sector as a key
component of the global economy — within the megmhfurther development, especially of
rural areas. If we ignore its importance (whichnigpossible) in food production, and also in
the area of rural development and maintenanceeofatidscape, the importance of agriculture
is still immeasurable, especially in its abilitydfier a huge number of job opportunities.

In agriculture today - whether voluntarily or inuokarily — more than 1.3 billion
economically active population are working - thigans that agriculture employs about 30-
35% of the economically active population living &arth (in this respect we particularly
mean the population living in developing countrias, in the developed countries "only"
about 30 million people work in agriculture).Thelmme of agrarian population, that is the
population which is directly dependent on agricdtwactivities, is much greater. According
to FAO estimates, it concerns more than 2.8 bilpeople.

It follows, therefore, that agriculture continueslkie a key activity for more than 40% of the
world population. In this regard, it should be emgiked that more than 90% of these people
live and work right in the countryside (FAO, 201The above facts indicate that a very
strong link exists between the development of adfice and development of the rural areas
and their populations (Dorosh and Thurlow, 2012g#ida, 2009, de Janvry, and Sadoulet,
2010). With the declining importance of agricuétun different regions of the world, there is
an abrupt shift of population from rural areas tbam areas (cities and suburbs), where there
is a significant concentration of industry (abo&€® of the world GDP value) and services
(about 71 -73% of the world GDP value).

As the development of industry and subsequentlthefservices gradually advanced, a very
significant reduction in agriculture occurred, pararly in the developed world. An extreme
transfer of population has occurred (Zinchenkd,20Qinto towns in North America (about
80% of the local population) and Europe (75-80%hef local population). Very significant
transfers of population into towns can also be seeateveloping countries (Latin America -
more than 70%), Africa and Asia (more than 45%hef bbcal population now live in cities
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and in a number of countries restrictions haveeantposed on the movement of inhabitants
from rural to urban areas (WB, 2014)).

A wide range of causes can be seen behind a ratikchhe in the share of rural population in
the total population. The most important one isdkeline in the share of agriculture in the
total value of economic activities in the world,\vasll as the lower growth rate of the added
value generated by the agricultural sector compsyesther sectors of the global economy.
The generally lower level of income in agricult@aed not least important the decline of jobs
in the agricultural sector, which is crucial to mtaining the rural settlement structure, also
play their role. This applies in relation to bolte tdeveloping and the developed countries of
the world. It is important in this regard is to ¢a#lso into account the size of the country and
the population density. This is because, espedialligose countries that have a large area, the
dynamics of the rural population share decline ésyvhigh and dependent on how the
economic power of developing urban and suburbassasedeveloping (Marsden, 1996).

2 Materials and Methods

This study examines the development of the rurpufadion’s share of the total population in
the world and selected regions and countries. Tindeaanalyses the development of the rural
population (or its proportion) in the context ofetlpast several decades (or from the
perspective over the past 30 years - from 198M1&®2Some reduction in the time series was
necessary due to data availability). The main ersighia put on identifying the differences
existing between various regions of the world, @ahdn on the influence of the GDP
development (including and after deduction of agtical GDP), GDP/cap (including a
deduction for the agricultural GDP/cap), GDP getestdy agriculture, GDP/person working
in agriculture, on the number and especially on ghare of the population living in rural
areas.

This article analyzes the development of the sbérde rural population in terms of three
different dimensions - individual countries (17untries), selected regions and then groups
of countries. The article is focused mainly on tdentification of differences existing
between various regions (East Asia and the Padificpope and Central Asia, European
Union, Latin America and the Caribbean, the Mid8gst and North Africa, North America,
South Asia and sub-Saharan Africa) and groups ahttes (High Income, Upper Middle
Income, Middle Income, Lower Middle Income and Lowwome Countries).

Dividing countries into groups was carried out tigh the methodology used by the World
Bank (WB, 2014). The database is based on the sisalf the relationships existing between
the proportion of the population living in ruraleas on the one hand, and the share of
agriculture in GDP, the value of agricultural protion, the value of agricultural production
per worker, employment in agriculture, GDP, GDP papita, and total population on the
other hand. Data included in the analysis repreaeynthesis of time series provided by the
World Bank (WB, 2014), the International Monetarynd (IMF, 2014) and FAOSTAT
(FAO, 2014).

Primarily, the analysis focuses on the relationdlepveen the development of the share of
rural population and the development in the valuthe share of agriculture in GDP and the
share of agricultural employment in total employién this respect, the main paradigm is
based on the assumption that it is precisely tioa@mic extent of agriculture (in the context

of the economy as a whole) and its ability to gateerjobs, which represent the key

determinants influencing the development of the'esluwd the population living in rural areas

in different countries and regions.
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In respect to the methods that have been applied, article uses elementary statistical
calculations (Hindls et al., 2007): the chain indexaverage growth rate calculated as a
geometric mean of individual annual changes, threetadion between the selected variables
on the one hand, and the share of rural populatiotine other hand, elasticity or sensitivity of
the proportion of the rural population to the patege changes in variables. Elasticity in this
regard is calculated as function elasticity - tisatthe elasticity is calculated by means of a
logarithmic regression. Individual regression fuos were statistically significant at the

alpha level of 0.05.

3 Results and Discussion

One of the main factors influencing the volume ahdre of a population living in a rural area
is agriculture - this is particularly true in retat to developing countries and, also, to a
limited extent in relation to developed countriédghen we focus on extreme values, we see
that among the countries of the world there argelatifferences in terms of the share of
agriculture in GDP - if we focus only on the utmestremes, it can be demonstrated that
countries with the highest share of agriculturdéamming the GDP is Sierra Leone (about
56.7%) and, by contrast, the country with the lavebaire of Kuwait with 0.46%.

In general, it holds that the share of agricultoatributing to the world GDP is about 3.25%.
There is a very strong correlation (0.97) betwdendevelopment in agriculture and the share
of rural population. In the years of 1980 - 2012 #ihare of agriculture in GDP in the world
has reduced from 7.57% to 3.25%, and there wasaatsduction in the share of population
living in rural areas from 60.63% to 47.45%.

On average, it is valid that when the value ofwlweld agrarian GDP or the share of agrarian
GDP in the total GDP value changes by 1%, the sbiareral population is then reduced by
0.22% or 0.32% respectively. The relationship betwéhe two variables is inverted. The
growth in the share of agricultural GDP generatigreases the proportion of the population
living in rural areas and vice versa. The followihigble 1 illustrates the differences, some
extreme, that exist across the countries of theédwvor

Table 1.Selected regions’ and groups of countries’ sh&sgdcultural GDP in total GDP and rural
population’s share in total population

2012 | Agriculture, (% of GDP) Rural population (% of total population)
Low income 28,01481 71,80631
Least developed countries: UN classification 25,70914 71,03992
South Asia 18,30559 68,64726
Pacific island small states 14,18883 63,24425
Sub-Saharan Africa (all income levels) 14,40379 63,1875
Lower middle income 16,77939 61,06287
Caribbean small states 3,618991 56,84921
Small states 4,946084 54,2763
Low & middle income 10,45577 53,59916
Other small states 5,419113 52,36261
Middle income 10,01516 50,45114
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World 3,250000 47,45163
East Asia & Pacific (all income levels) 4,296744 46,3885
Arab World 6,203995 42,81434
Upper middle income 7,803353 39,33078
Middle East & North Africa (all income levels) 6,593243 36,82234
Europe & Central Asia (all income levels) 1,949249 29,52986
European Union 1,545382 25,84918
Euro area 1,678347 24,20728
High income: nonOECD 2,304294 22,66187
Latin America & Caribbean (all income levels) 5,321941 20,64487
OECD members 1,533319 19,99692
High income 1,441818 19,79423
High income: OECD 1,388372 19,17451
North America 1,245228 17,55668

Source: WB, 2014

The above data indicate that there are extremerdiites between individual groups of
countries and regions. The data show that the ktgiteportion of people living in rural areas
can be found in low-income countries and in thestiekeveloped countries - generally in the
following regions: South Asia, the Pacific, sub-&aim Africa, the Caribbean and East Asia.
In these regions more than 50% of their populdii@in rural areas. The share of agriculture
in GDP of these countries is very high and ranga® 3.6 to 28%.

By contrast, in developed countries - particuldilg members of OECD - located mainly in
North America and in Europe, the share of peopliadi in the countryside is about 17% or
30% respectively and the share of agriculture DPGs very low in the range of about 2%.
These sorted data indicate that the decline instiere of agriculture in GDP is usually
accompanied by a significant reduction of the propo of the rural population in the total
population. In general, this trend can be confirm@dmost countries of the world. As the
structure of the world economy continues transfagnthe transfer of population into urban
areas is becoming faster.

In the years of 1980 — 2012 alone there was areaser in the world rural population from
about only 2.68 billion people to 3.33 billion pé®gie. an average annual growth rate had
reached about 1%), while in urban and suburbansatea population increased from 1.74
billion people to more than 3.69 billion people €eage annual rate of population growth
exceeded 2%). The above results therefore indieatgignificantly higher growth rate
dynamics of the urban population as compared wighgrowth rate of rural population.

This extreme has been noticeable in recent yeadeweloping and low-income countries,
where the population shift from rural to urban ares increasingly more dynamic. An
important role in this process of this dynamisai®played by a change in the structure of the
economy, when during the years of 1980 - 2012 tfaeesof agriculture in GDP has reduced
in developing countries (low income - from 37.7% 28%, lower middle income - from
30.2% to 16.8% middle income - from 22.29% to 1@fgper middle income - from 201% to
7.8%) much more strongly than was the case in dpeel countries (from 4% to 1.44%) .
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Generally, as the process of economic transformdtecomes more dynamic and the share of
agriculture in GDP is reducing, there is also duction in the proportion of the people
working in agriculture in the total number of emydes - the result of this process is a
significant reduction in the proportion of ruralqudation. This decrease is becoming dynamic
along with the acceleration of economic transforamafrocess - ie. is dependent on the
declining importance of agriculture as a sectortigbuting to GDP and providing the jobs.

The presented results show that it is the poomsttcies of the world where agriculture and

hence the proportion of the rural population stihintain high values within the observed

indicators. By contrast, in developed countrigs italid that the more advanced the economy
is, the lower the share of agriculture in GDP, #mel number of jobs in agriculture is also

reduced. Subsequently, the proportion of the nooglulation is also reduced and it is more or
less dynamically moved to the cities where thereaigreater number of jobs and a

significantly higher economic potential. The follog Table 2, together with Figures 1 and 2

provide a general overview of the development efghare of rural population in relation to

the percentage of employees in the total workingugstion and in relation to the share of

agriculture in total GDP.

The data show clearly that in the world - and thusdividual groups of countries - some
very significant changes took place during the plaste decades. The percentage of people
employed in agriculture has declined significanffyom 48.5% to 33%), the share of
agriculture in GDP declined from 7.5% to 3.1% amshsequently the proportion of rural
population also decreased from 60.6% to 47, 45%s fand concerned all surveyed groups
of countries.

Table 2. Development of agricultural GDP’s share in tot@)”3 employment in agriculture and rural population
in selected groups of countries — between 198012 20

Employment in
agriculture (% of total Rural population (% of
Agriculture, (% of GDP) | employment) total population)

World 1980 7,569893 48,50209 60,62762
Middle income 1980 22,29382 55,33561 69,16951
High income 1980 4,0717 8,49828 28,3276
Low income 1980 37,67682 73,34948 81,49942
Upper middle income 1980 20,11229 59,68737 66,3193
Lower middle income 1980 30,17217 58,02364 72,52955
World 2012 3,104334 33,21614 47,45163
Middle income 2012 10,01516 35,3158 50,45114
High income 2012 1,441818 3,480646 19,79423
Low income 2012 28,01481 64,62568 71,80631
Upper middle income 2012 7,803353 29,29835 39,33078
Lower middle income 2012 16,77939 43,12014 61,06287

Source: WB, 2014
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The above two Figures show that the difference betwdeveloped and poorest countries of
the world has deepened and the analysis also tedithat transitive or newly industrializing
economies tend to follow the trend of developmanteéveloped countries, where in those
regarded as middle income and upper middle incooumtdes the transformation of their
economies and societies in recent years has becmredynamic. This had subsequently led
to a decline in the importance of agriculture ie #ttonomy and was followed by a massive
influx of population into the cities.

In this respect it is worth noting the extremelghincrease in population living mainly in the
big cities of over one million inhabitants. The pess of transformation of the settlement
structure is largely dependent upon changes iretbaomy. The analysis shows that there is
generally a very strong correlation between thestigpment of the population living in rural
areas and the volume of jobs in agriculture ancedd@lue generated by agriculture.

The analysis also shows that the overall GDP grpartlyrowth of GDP per capita, which is
much more dynamic outside the agricultural sedtads to a direct decrease in the proportion
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of people living in rural areas (strong negativerelation). From the above therefore follows
that with the decline in the share of agriculturéSDP, there is a significant reduction of the
rural population — or its share of the total pogiola This trend is especially typical for East
Asia and the Pacific, Europe and Central Asia, Bugopean Union, Latin America, the

Middle East and North Africa, North America and 8oAsia.

This trend does not include only sub-Saharan Afmdach, however, is specific by its
extreme backwardness and extremely high rate aftgrof its own population. Nevertheless,
even in the case of this exceptional region it cancluded that the transformation of the
economy and the decline in the share of agricultur@DP over time lead to the growth of
cities and urban agglomerations and thus leadstgraficant increase in the number of people
living in urban areas.

The data generally indicate that it is the GDP sludiragriculture and the proportion of jobs in
agriculture (in the total GDP or in the total numbégjobs in the economy), which have been
in the long term increasing in most countries @fworld (with the exception of those marked
as Low income Lower and middle income) and thud leaa decline in the attractiveness of
rural areas. The result is a gradual decline ingtiogvth rate of the local population, which is
lower in the long term, when compared with the gtovate of the population living in cities -
as a result of this development two phenomena occur

The proportion of the population living in rurakas is declining and the existing structure of
the population is rapidly aging. Given that the dominantly older generation (parents)
remains in rural areas and the younger generdtheir Children) leaves for the cities, in most
regions there are significant changes in terms @habraphic structure. Especially in
developing countries, cities are getting younget threir population is growing dynamically,
while the rural areas have an aging populationaandverall stagnation.

The data suggest that an important driver of tledsenges is the general economic growth
(the main source of which lies outside the agrigalt sector and rural areas), the growth of
individual income per capita (nevertheless, thennsaiurce of economic activities is not the
rural areas but cities and therefore, people fanmalrareas naturally migrate to urban and
suburban areas). Generally, the growth of the eogn@&DP and GDP/capita) has a negative
impact on the proportion of the rural populatioor(irmed at the significance level of alpha
0.05).

This trend is confirmed by the correlation coe#iti values, as well as by the values of the
functional elasticity (by means of logarithmic regsion). The trend is typical for most
countries and regions of the world. Generally, iiln&l population — or its share — is most
dynamically reduced in the case of a High income dpper middle income countries (from
295 mil. (28%) to 252 mil. (19.8%) or from 1,070In(66, 3%) to 940 mil. (39.33%)).

In Middle Income Countries there is an obvious sigant stagnation in the growth of the
rural population (from 2,064 mil. to 2,470 mil.)high was shown by a particularly strong
reduction of the share of the population in thaltpobpulation (from 69.2% to 50.45%). The
strongest dynamics of the physical growth of thealrgopulation is shown by countries
designated as Lower middle income (from 993 mil1{630 mil.) and especially the Low
Income Countries (from 320 mil. to 608 mil.).

The consequence of this development is their totatlsuitable structure of the economy, in
which the primary sectors still play an importaoler- particularly agriculture and hence also
the extraction of mineral resources. Importantdeginhibiting transfer of population to the
cities is the high rate of the rural populationwtio, limited ability of the economy to create
new jobs, especially in secondary and tertiary @sctand then also an extremely poor
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transport infrastructure. However, despite the gnowf the physical number of rural
residents, even in these countries it is possiblebiserve a considerable reduction in their
share of the total population (from 72.5% in 198®1% in 2012, or from 81.5% to 72%).

4 Conclusion

Through individual analyses the article focusesarry topical issue, which currently forms
the development of the global economy and soci€he results of the analysis of the
development of the share of rural population inttital population of the world and selected
regions implies the following. The volume and pararly the structure of the global
population have changed extremely over the lagketllecades. The number of people living
on Earth has increased from about 4.4 billion taertban 7 billion. The population structure
also underwent significant changes.

While at the beginning of the period observed is 8tudy about 2.6 billion people lived in
the countryside, at the end of the period it wasaaly 3.33 billion people. Over the years the
dynamics of the rural population growth has de@dasignificantly. The result of this
development was a decline in the share of ruralifadjon in the total population of the world
from 60.6% to about 47.45%. In particular, restudacg of the global economy, which has
led to a significant decline in importance in terafisural economic growth has shown to be a
major determinant of the development in time (Jeki2012).

In this regard, there has been a significant rednéh agriculture, which had long constituted
a major source of income and employment in ruraagar As the share of agriculture in the
global economy fell (by more than half) and thewoé of jobs in agriculture decreased — in
other words, the proportion of people working imiagiture in the total number of workers in

the global economy has reduced - there was a ®ignif decline in the rural population

growth and a substantial outflow of this populatioto urban and suburban areas.

The high dynamics of the transfer of populatiomtioan areas was accelerated particularly by
the economic growth coupled with the developmentsefondary and especially tertiary
sectors of the global economy. The main acceleratahe transfer is the growth of the
GDP/capita, which is significantly higher in urbareas compared to rural areas (Jenicek,
2011). Regarding the differences existing betwemmtries and regions, it can be said that
they are substantial.

The results show that the differences existing betw countries and regions in the
development of the rural population share, are dasainly on differences in the economy
(Jenicek, 2010; Tips, 2014) and the economic pritgpef individual countries or regions.
With the growth of non-agricultural GDP, which isrgrated mainly in urban and suburban
area agglomerations, these areas become signijicante attractive, and the inhabitants are
progressively moving in from the countryside.

The main obstacles to the transfer are the alofitthese areas to generate employment and
business opportunities, inadequate infrastructurgted accommodation capacity (especially
in developing countries), and further restrictigsced on the movement of people from rural
to urban areas, which exist in some areas of thddwe.g. China). At the present time the
most dynamic decline in the rural population shaceurs especially in transition and
industrializing economies.

In developed countries the decrease in the shateeaiural population in the total population
is less dynamic. A specific group of countriesapresented by the countries designated as
Low Income and Lower Middle Income. In these comstrit is also possible to see a
significant decline in the proportion of rural pdgton, however, this decline is not as
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dynamic as in other countries, mainly because efhilgh rate of population growth (due to
high fertility and increased life expectancy - deki 2010), limited capacity of urban areas,
and then also because of the limited ability of sbeondary and tertiary sectors to generate
employment and other economic opportunities, wlaigh one of the main drivers of urban
population growth and falling numbers in the pogalaliving in rural areas, or a decline in
the rural population share in the total populafigichaels et al. 2012).
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Annotation: Collective initiatives have been very important fthe agricultural and rural
development. The paper aims to discuss selectedretfieal and methodological problems
concerning the impact of community-led initiatives financial condition and stability of rural
households. The research goals include: (i) tousnalvarious forms of collective initiatives, given
their possible importance in rural finance; (iip itlentify selected weaknesses and strengths of
community-led initiatives (in Poland) from the si@oint of rural finance; (iii) to design a
conceptual model describing the role of commurgy-initiatives concerning improvement of
financial stability of rural households. A criticéiterature overview, a documentary method,
comparative analyses were used, whereas sourcescohdary data included expertises and
governmental reports. Various forms of collectivetieans may be assessed using criteria
concerning the degree of independence of partitspathe effect on off-farm income of
households, a linkage to the financial infrastruetthe degree of dependence on the state and EU
subsidies. Weaknesses of Polish local actions grdlyAGs) in 2007-2011 referred to the
principle of reimbursement with the associated latkccess to effective and affordable forms of
earlier project financing. Collective actions mayse the financial awareness of participants. The
stabilizing effect associated with promoting entegieurial forms may significantly reduce the
level of the risk of financial and social exclusion

Key words: rural finance, community-led approach, Leadeliective actions, EU subsidies.

JEL classification: Q14, R51, Q13.

1 Introduction

Cooperation and integration have been always regaes the fundamental drivers for the
development of agricultural sector and rural ar@ésizen-Dick, Di Grigorio and McCarty,
2004; Singh, 2009). For ages, peasants, then faymave been participated in various forms
of groups or associations (Mazoyer and Roudart6 RdEor example, cooperative movement,
backing from the nineteenth century, may be trea®dn impetus to the development of
various forms of integration of rural inhabitantdejzen-Dick, Di Grigorio and McCarty,
2004). There is a vast literature on the conceptdfective actiong (CA), taking various
approaches and typologies into consideration. Aelyiatited work of Olson (201)sheds
light on the importance of CA in providing publioapg®. Having analysed various types of
organisations, Vanni (2014) highlighted that an em@nt issue in analysis of CA is the type
of organization. On the other side, Swallow et(2002) concluded that at community level,

& The definition provided by Encyclopaedia Britannizaderlines that “a number of people work together t
achieve some common objective” (Collective actianbfem, 2014). For example, according to Marshall
(1998), CA may be defined as “the action taken bgraup (either directly or on its behalf through an
organization) in pursuit of members”.

9 Results from this study has been applied in séaeeas, including polical sciences and environmiésrh.

10 Olson (2002) stated that rational choice of pgrdiats may result in the following situation whémdividuals
who are better equipped with resources will be niharelened in the provision of the public goods. &teheless,
results based on empirical studies in Japan (Sa2kdr) indicate that larger organisation may baratterised
by better performance as the collection of federgr®ups.
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the results of CA are transparent. This is a camsece of the fact that participants can use
local/rural resources in order to ease societablpros. Results from studies conducted by
Willy and Holm-Mduller (2013) indicate that “neigburhood social influences, subjective

principles, gender, education, educational backgiidarm size, access to credit and livestock
ownership” may determine effectiveness of CA, idahg those relating to environmental

problems.

Numerous examples from the developed countries shatwa good access to finance services
(mainly savings and credits, insurances) couldiaantly affect the opportunities of poor
inhabitants to improve their livelihood and foodsety (IFAD/FAQO, 2009). Key elements of
the Empowerment Zone and Enterprise Community (EX/l the U.S. underlined that a
particular attention should be paid to low-income ainority inhabitants and others who are
sensitive to social exclusion (Reid and Flora, 306&ving rethinked the concept of rural
development in EU countries, Mantino (2014) indecathe gap referring to institutions in
explaining rural development processes. He includb@ issues concerning the
cooperation/conflict relations among stakeholdexs, well as the role of governmental
supervision. Based on survey data from China, Yamd) Liu (2012) found that promoting
development of farmer organizations by governmerdy mlead to both agricultural
specialization and rural income growth. On the o#ige, findings presented by McDonald et
al. (2013) indicate that “partnerships generatevagks through micro-processes that enhance
collective efficacy and build political capital angst key policy actors, which are important
pre-conditions for effective rural planning and idean making and policy development to
distribute resources to address rural problemsfs Justifies the need for investigation into
the role of community-led initiatives in rural finee.

The main aim of this paper is to discuss seledtedretical and methodological problems
concerning the impact of community-led initiatives financial condition and stability of
rural households. The research goals are as fallpme evaluate various forms of collective
initiatives (including community-led approach), eiv their possible importance in rural
finance; (ii) to identify selected weaknesses asttcengths of community-led initiatives (in
Poland) from the standpoint of rural finance; (i0)design a conceptual model describing the
role of community-led initiatives concerning impesaent of financial stability of rural
households. The article concludes with recommeadstior policymakers.

2 Materials and Methods

Sources of secondary data included expertises @tite Final Report. Evaluation of the local
action groups pursuing local development stratefgthe RDP 2007, prepared by PSBP in
2012) and governmental reports (mainly, preparedvinyisterstwo Rolnictwa i Rozwoju
Wsi).

The research framework was supported by a combmaif various methods: a critical
literature review, a documentary method, compagaginalyses (i.e. financial comparatistics)
as well.

In order to outline the significance of collectiwatiatives from the standpoint of rural
finance, various functions of joint actions, indlugl degree of independence of participants,
effect on off-farm income of households, connectwith the financial infrastructure
(Alinska, 2008), degree of dependence on the state drglBsidies, impact on stability of
income of households, were extracted and evaluafdte financial comparatistics
(comparative analysis) was utilized in order to enfide selected similarities and differences
between various types of organisations. The comiparfinance Yergleichende Finanzgn
leads to formulating patterns of interpretationsl @1a basis for conclusions. Selecting the
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most suitable method of comparing results from camrajve goals and functions performed
by these goals as well (Flejterski and Solarz, 2015

The next step was to extract key strengths and nessles of community-led initiatives, based
on secondary data (experts’ and governmental repoithis part of study included a short
description of local action groups (LAGs) as themstnt of the Rural Development
Programme 2007-2013 in Poland.

The last step was to design a conceptual modekfioglon the functions of community-led
initatives. Having indicated differences betweelitional and new approach to rural finance,
the conceptual model built by Zeller et al. (1998s updated. According to Schumann and
Ardia (2011), heuristic methods, including conceptmodelling, may be useful in presenting
financial theory. The contribution of the author svéo extend the block describing
characteristics of members of community-led actiomfe conceptual model presented (in a
very detailed way) a mechanism how community-latiatives may be beneficial from the
standpoint of the concept of ‘safety net’ on ruaa¢as. This model referred to a holistic
approach to rural finance, including the importan€esocial policy, economic psychology
and other economic disciplines. Furthermore, asteanof concepts from other social
disciplines was utilised.

3 Results and Discussion

3.1 Importance of collective initiatives from the s tandpoint of rural finance

As shown in table 1, various forms of collectivdi@as (informal networks, neighborhood

groups, producer groups, associations, labour spni@harities, cooperatives) may be
assessed using criteria concerning the degreedependence of participants, the effect on
off-farm income of households, a connection witffir@ncial infrastructure, the degree of
dependence on state and the state and EU subdidggsuld be noted that the increasing
level of formalization of organizations is assoedhtwith a turn to the forms close to

corporations (e.g. agricultural cooperatives). Memslof organization lose their autonomy, to
give greater social security, as well as considerdiargaining power of the groups.

Collective actions have been recognized as an itapodriver that may be useful for the

provision of agri-environmental public goods thrbuggriculture (Vanni, 2014). Polman,

Slangen and van Huylenbroeck (2011) stated thaitre@mmental co-operatives may be

regarded as “a form of ‘club® providing public g@odnd other benefits to a wide society”.
Main results correspond to findings of Majerova, émand Salus (2013) who highlighted
that economic crisis on rural areas may be easeghtvgpreneurship, with a respect to “the
rural space uniqueness and the diversity of tishual activities”.

It should be stated a relatively good financialf@enance of rural non-farm households in
EU countries (in comparison with developing coweg}ihinders progress in the dissemination
of various models based on collective actionsh@ugh informal networks and neighborhood
groups are weakly linked to the financial instibus and the system of EU subsidies, these
organizations cannot be ignored in the circulabbrtash flows in rural areas, especially in
the poorer Member States (MS). The Leader apprbask on the autonomy of participants.
This leads to a relatively medium impact on thaficial stability of rural households.
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Table 1. Collective initiatives from the standpoint of rufimance

Degree of
Effect on . Impact
Type of Degree of Linkage to the dependence
i i off-farm . . on stability of
_cql!egtlve mdepe_n_dence . f financial on the state . fy
initiative of participants  INCOMe O infrastruture  and EU income o
housholds - households
subsidies
Informal ot N o oA o
networks
Neighbourhood it N " oA .
groups
Producer groups ++ ++ ++ 4+ 4
Associations ++ + ++ ++ +
Labour unions ++ & + & +
Charities +++ + o ++ +
Cooperatives + ++ +++ ++ ++

Explanation: The number of + indicates the strengftllependency.The sig® shows diffculties in assesing the
impact; # — individual memebers (as farmers) of informalwweks or neighbourhood groups may benefit from
EU subsidies.

Source: own studies.

3.2 Weaknesses and strengths of community-led initi atives in Poland

It should be stated that in the financial perspectiyears 2007-2013), rural development
policy in Poland was implemented through the Riralelopment Programme 2007-2013
(RDP 2007-2013). Total budget of this programme @med to 17.2 billion euro, of which
13.2 billion from the European Agricultural Fundrfdrural Development (EAFRD)
(Ministerstwo Rolnictwa i Rozwoju Wsi, 2009).

Budgets of local action groups (LAGs) depend onnilvaber of residents registered for
permanent residence in the area of LAGsThe implementation of the local development
strategy of the LAG had at its disposal the ameagptal to a product of the number of
inhabitants and the rate of 116 PLN. In addititve, LAG could receive 29 PLN/capita for
coverage of operating costs. Besides, they maydeitN capita for financing cooperation
projects. The largest part of budgets of 110 siagd AGs (37%) were allocated to projects

111t should be underlined that seven following teas of the Leader approach describe the esserthis otiral
policy measure: (1) area-based local developmenatesfies; (2) bottom-up approach; (3) public—pgvat
partnerships: the local action groups (LAGSs); (dkilitating innovation; (5) integrated and multietaral
actions; (6) networking; (7) cooperation. MoreoMeAGs decide on the specifics of financial procesghus
they may play as key actors in rural finance. Tl@nnfeature of LAGs lies in the fact that publiganisations
(national agencies, in Poland - Agency for Restniisg and Modernisation of Agriculture, ARMA) may
delegate a large proportion of responsibilitiescawning managerial (including) financial measur&sated to
rural areas. This refers to payment, monitoringiticd and evaluation tasks. The financial policL&Gs may
be partly based on grants co-financed by EU andmaltpublic funds (European Commission, 2006). fran
concept of LAGs involves a high level of autononmg autilization local resources; openness to inngeatieas,
integrating separate sectoral approaches (Eurapeammission, 2006).
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within the action "Rural renewal and developmenWoreover, about 22% of their budgets
supported of the implementation of “Small ProjectXpenditures for the implementation of
"Diversification into non-agricultural activitiesdnd "Creation and development of micro-
enterprises” respectively accounted for 10% of ktglgMinisterstwo Rolnictwa i Rozwoju
Wsi, 2009).

Main weaknesses of LAGs in 2007-2011 (from the persve of rural finance) include
(PSDB, 2012):

= the lack of motivation and commitment to the as itihast significant difficulty for the
partnerships (as a result of low level of socigitzd);

= the significant part of initiative of LAGs was praed without public consultations, so the
part of proposed projects do not always reflect fm@ancial needs of the rural
communities (for example, barriers to obtaining4agmicultural income);

= an excessive visibility of the public sector (résdlfrom the strong dependence of LAGs
from municipal contributions), on the other handw]l participation of the private
economic sector; this refers also to serious adinative problems (as threats): an
expanded bureaucracy (European Court of Auditdd$0}®, complicated procedures, the
principle of reimbursement with the associated latkccess to effective and affordable
forms of earlier project financifng

Key strengths of LAGs relate to (PSDB, 2012):

= a territorial approach (referring to the issue ofsistency of local communities) - larger
LAGs (in terms of the population), covering sevaralnicipalities are more effective in
allocating financial resources for the developnadribcal communities;

= a partnership approach — the number of partnemshees from the social sector is still
growing, this leads to proposing projects orierteteal needs of rural inhabitants;

= larger LAGs may be described by higher indexesfigicgveness, partnership and local
community development than smaller groups; thisiltesfrom economies of size and
“bargaining power”.

The main dilemma concerning the impact of the LAGtbe condition of rural finance is
associated with the general effectiveness of tietivities. Generally, this refers to the answer
to the question "How much participation of local miers vs. central control?”. The
increased flexibility at the cost of smaller congmetes within financial policy may also be
troublesome.

3.3 Conceptual model: community-led initiatives vs. financial stability of rural
households

The conceptual model is based on a new approacturtd finance, proposing income
expansion and poverty reduction of rural inhabgarthis stems from a logical connection
between of various groups of determinants. As pteskein table 2, a proposed model refers
to a new approach to rural finance. This meansdbatmunity-led initiatives are oriented to
“creating more favourable policy” and a supportiframework that can stimulate the
development of entrepreneurship in rural areas. tDuegher level of management autonomy

12 some problems with eligibility of costs were reasdd This referred to small projects within LEADER
Programme. On the other hand, bigger LAGs whictehalarger budget (over PLN 2 million) operatedreno
effectively and were able to activate local comnyto a greater extent (PSDB, 2012).
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and accountability for the performance of Ruraldfice Institution (RFIS) community-led
initiatives lead to greater outreach and higheell@f self-sustainability.

Table 2.New vs. traditional approach to rural finance

Traditional approach New approach
Main goals
* Income growth and income expansion = |ncome growth
= Poverty reduction = Poverty reduction

Working assumptions

» Accelarated economith growth based on thes  Accelarated economith growth based on the

significant role of interventionism increased competition of financial markets

= Small farmers and rural entrepreneurs cannet Small farmers and rural entrepreneurs want
save and can accumulate savings

= Access to licenced credits and loansasa = Access to non-subsidised financial services as
crucial factor for growth and poverty a basis for growth and poverty reduction
reduction

Various variables and results of policies

= Under-investment in rural infrastructure is = Improvement of rural infrastructure, education
acceptable and health facilities as the necessary

= Rural non-agricultural entrepreneurs have a  conditions
limited access to financial services which =  All rural entrepreneurs have access to
hampers the development of rural economy  financial services

= RFIS’ results are evaluated on the basis of the Rural Finacial Institutions (RFIs) are

traditional indicators of financial viability, autonomous in the implementation of
ignoring the costs of subsidies, the actual effective operational methods.
maintenance costs are not known. = Supporting building institutions and

improving financial discipline

= Performance of RFIs is assessed as reaching
target customers, as well as financial self-
sufficiency

Source: adapted from Yaron, Benjamin and Piprel,719

Figure A1 (Appendix) shows the conceptual modeénmgig to the role of community-led
actions (initiatives). Based on a new approachral finance (Yaron, Benjamin and Piprek,
1997), community-led initatives (e.g. LAGs) may baa positive impact on financial
condition of rural households. The starting poott designing the conceptual model was the
flow chart presented by Zeller et al. (1997) whalentined the pathways to improve food
security. However, economists do not analyze thgmbu the role of community-led
initiatives. Participation in community-led initiaes leads to improvement of financial
stability through better financial education of d&m-makers from rural households. On the
other hand, rural inhabitants who are engaged iG&Anow how to find easy access to
financial services. The concept of LAG is basedeaotrepreneurial potential activation in
rural areas. This, this leads to a greater diveegibn of households’ income. It should be
noted that the impact of community-led actions amaricial stability depends a set of
psychological determinants that affect risk prafees and willingness to participate in group
actions. Thus, this leads to greater diversifwatf households’ income. Households with
part-time farming may benefit from linkage to LAGA/hereas organizations based on the
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approach represented by microfinance institutiores @iented to the needs of the poor
(Matthaus-Maier I. and von Pischke J.D. (eds.),20the concept of LAGs is only indirectly
related to the financial infrastructure. This cepends to a participatory approach with a
wide range of impacts on rural development.

4 Conclusion

Collective actions (mainly based on community-lggpraach) may raise the financial
awareness of participants. It should be underlitned the stabilizing effect associated with
promoting entrepreneurial forms may significangguce the level of the risk of financial and
social exclusion. A relatively good financial paerfance of rural non-farm households in EU
countries (in comparison with developing countriegakens a linkage of collective actions
to the financial infrastructure. The main dilemnoacerning the impact of the LAGs on the
condition of rural finance is associated with theffectiveness. It should be noted that the
impact of community-led actions on financial stapildepends a set of psychological
determinants that affect risk preferences and ngiiess to participate in group actions. The
involvement in community-led initiatives correspsnid the concept of the ‘safety net’ on
rural areas. The impact of LAGs on the financiatdiion of rural households is limited by
administrative problems and too strong participatd the public sector. On the other hand, a
significant problem concerning trade-off betweesxitbility and the scope of competences
related to the financing of projects may be idésdif

The traditional research approach in rural finaneelved questionnaire surveys and in-depth
interviews, as well as case studies. The intenpliseiry nature of the research topic may lead
to the use of economic experiment. This will cretite basis for recognition heuristics,

algorithms of decision-making in rural householdssystematic approach for analysis how
community-led initiatives may affect financial catoh of rural households of participants is

strongly recommended: in-depth empirical studiesukh be based on a combination of
techniques (including Data Mining) and detailedveys.

The LEADER approach as EU measure for local ruesletbpment may contribute to the
dissemination of various forms of collective-ledoegach. Actions oriented to human capital
should be managed to a greater degree by LAGs.eabenvestment projects outght to be
controlled to a large extent by the paying age®dNIA) and provincial governments. LAGs

should continue to act as consulting, training eenthat are oriented to local community
activation (PSDB, 2012).
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Annotation: Does regional development in the agricultural meédr cooperatives comes along
with the reduction of differences in labor costghie specific region among agricultural holdings?
The aim of this paper is to find out the coinciderd regional development and labor costs to
output ratio disparity and to assess the correiatfcthe calculated ratios of labor costs and e&pit
employed to output for cooperatives across the i€zegions using the data from 2008 to 2011.
The region with highest positive disparity from theerage of labor costs to output ratio and
capital employed to output ratio during the morétbmperiod is Karlovy Vary region and the
region with highest negative disparity is Praguke highest positive disparity in labor costs to
capital employed ratios from the average duringpéeod is in Karlovy Vary region and biggest
negative disparity from the average of labor ctstsapital employed ratio is in Hradec Krélové.
The correlation coefficients reveal the coincideatthe direct connection between the labor costs
and the value of capital employed per unit of otifiou the region of Prague and Karlovy Vary.
The values of the mentioned indicators for these iggions are also mostly negatively correlated
to the rest of the regions.

Key words: labor costs, capital employed, output, agriculteegtor, cooperatives

JEL classification; D24, J43, Q13

1 Introduction

The agricultural sector is an important part of tla¢ional economy and has its own specifics.
Its specificities are mainly seasonal nature ofdpotion and dependence on natural
conditions. These specifics are reflected in thenemic results of farm enterprises, thereby
affecting their capital structure and especiallgrtitheir labor costs. The problem of the inter-
industry differences of labor costs in the agriatdt sector has been prolonged and well-
known mainly for the agricultural sector due tosfgecific characteristics of the agricultural
production and seasonal workforce. However, lessitmied intra-industry labor costs
differences that are the main subject of this papeltd be more interesting for the analysis
and countable for the uncovering of the reasonsndetihe labor costs differences among
cooperatives in different regions.

The simplest measure of labor costs, and one wigichives much attention in the popular
press, is based on wage rates or total compensatmmever, differences in compensation
often reflect productivity tend to have high lalm@ampensation. Most studies of comparative
labor costs therefore focus on unit labor costdindd as total compensation per hour
employed, divided by productivity, or total outpper hour (Hooper, Larin, 1988; Botos,

Herod, 2013). Competitiveness, especially in adpical sector, could be measured by
assessing a country’s success in exporting cetygies of goods and services. Two recent
studies have measured the sensitivity of counteggort performance to changes in labor
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costs (Carlin, Glyn, Reenen, 2001; Pages, RuiizeX(12001). To avoid the problem that
higher wages are just a measure of higher labatyatovity, and therefore not of higher labor
costs, both studies distinguished between the i af labor (that is, wages and other non-
wage components of labor costs) and productivijysidd wage measures. These measures
adjust labor costs for the fact that some workees more productive than others, either
because they have more and better capital to pegpdhecause they make more of an effort, or
because the technology used by some plants is efficeent than others. The most widely
used productivity-adjusted measure is the unit datmst. This measure divides nominal
wages by the average productivity of a worker (i#tmerican Development Bank, 2001).
The literature highlights a large range of facthies determine regional wage inequalities, for
example specific labor market aspects, human daplitierentials, general regional
characteristics that may attract or reject firmd amployees etc. From the employers’ point
of view, human capital differentials, that translanto labor productivity inequalities,
represent a key determinant of territorial differes in wages (Goschin, 2014). The close
relationship between labor productivity and wageaisong-running theme in economics,
addressed both in theoretical and empirical studiésst empirical studies confirm their
tendency to correlate (Fisher, Hostland, 2002; $teld, 2008), given that productivity growth
may exceed average wage growth or not, dependirmpomtry and period of time (Sharpe et
al., 2008).

As regards the relationship between wages and ptiwdy (or more specifically, the
relationship between wage growth and productivityngh), it has become one of particular
policy relevance in recent years (Meager, Speckef1). As the International Labor
Organization has observed — Balanced trade reqthaswages should grow in line with
national productivity. Otherwise counties with tela higher growth in unit labor costs will
systematically lose market share and build up taefits. The case for a coordinated wage
policy to avoid imbalances is analyzed in Hoffgpie®gker (2011). The effect of an increase in
unit labor cost is much larger in low-technologgustries, which presumably depend more
on low-skilled labor (Inter-American Developmentria 2001). Kwok and Leland (1982)
focused on asymmetric information in the labor rearks the reason of brain draining, by
showing that wage differentials among countrieareas is only a consequence and not cause
of this phenomenon. On the other hand, Miyagiw®{)®mphasized the importance of scale
economy in education in attracting skilled workefglaces with significant concentration of
qualified labor force. According to this author.etlscale effect in education improves
productivity, and hence skilled people income iregion showing significant skilled labor
agglomeration. This fact, as he put it, explaineyevdifferentials among regions. It is also
described in Freguglia, Concalaves and Ribeiroida £014).

Firms, obviously, do care about labor costs bectuse track the relationship between their
total labor costs and how productive workers dre. firm’s labor cost increases, most likely
it will lose market share and its growth expectagiovill be negatively affected. The solution
to this problem is a combination of wage restraimd labor productivity increase; it is usually
achieved by introducing labor-saving techniques #ne profitable (Felipe, Kumar, 2011). In
the 1930s, 40s and 50s the topic of the functiahstribution of income was frequently
debated and economists were trying to measure @aherstand the shares of labor and capital
(Giovannoni, 2014).

The goal of the paper is to assess the differebewgeen the agricultural holdings, primarily
cooperatives, among Czech regions (NUTS3) andyttotfind out the correlation between
the indicators of the value of labor costs relativeéhe total output of the cooperative (labor
costs per one unit of output) and total capital kyygd in the firm for respective regions.
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2 Materials and Methods

Data were obtained from the database Albertindifioe series 2008 — 2011. After cleaning
the data file (because of duplicates or incompietermation accounts) were analyzed 527
cooperatives (5 in Prague, 81 in South Bohemiad®egl9 in South Moravia Region, 4 in
Karlovy Vary Region, 104 in Vysina Region, 39 in Hradec Kralové Region, 16 in kéme
Region, 18 in Moravia-Silesia Region, 43 in Olom&eygion, 32 in Pardubice Region, 30 in
Plzei Region, 63 in Central Bohemia Region, 13 in Ustgien and 30 in Zlin Region). They
were selected businesses focusing their activitiesrop and agriculture production. For the
purpose of the analysis the regions are dividetl vaspect to their GDP per capita (average
of 2008-2011) with Prague region on the top, théonther regions below the average during
the monitored period and the worst value is forlélar Vary region.

The methodology in this paper consists of two ns@ps: firstly the calculation of the ratios
Labor costs to output ratio (L/O), Capital employedcutput ratio (K/O) and Labor costs to
capital employed ratio (L/K) and their differendeem average among cooperatives across
the regions and secondly the correlation of thesawith respect to the regional perspective
using Pearson Correlation coefficient (King, Rosd@aium, 2011, Sharma, 2005). Pearson
Correlation coefficient is a statistical measurdha strength of a linear correlation between
two variables X and Y. It is giving a value betweeh and -1 inclusive, where 1 is total
positive correlation, 0 is no correlation, and <€l total negative correlation. Pearson's
Correlation coefficient between two variables ifirte as the covariance of the two variables
divided by the product of their standard deviations

Pearson's correlation coefficient (Sharma, 2005grwhpplied to a sample is commonly
represented by the letter r. It is possible to inbsaformula for r by substituting estimates of
covariances and variances. That formula for Pearsomnrelation coefficient is:

>:(x, -y -¥)

i=1

S )

i=1 i=1

1 & X =X\ [Y =Y
r_n-lé( S jEE S/ J ?

For the first formula (1) and the second formulg {e sample mean is:

r =

n

X &)

i=1

X =

Sl

For the second formula (2), the sample standardtien is:

_ L %y
5= |22 -%) @

i=1

The main hypotheses of this paper are based owl¢hethat there is also a lower or negative
labor costs disparity in the regions with high Gpé&t capita that means higher productivity
from lower labor costs. Also the regions that haimilar wealth pattern should have their
ratios more positively correlated.
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3 Results and Discussion

In the first part of this section the summary stais of the calculated ratios of labor costs to
output, capital employed to output and labor ctstsapital employed are showed. Then the
correlation coefficients for the respective regians ratios are presented.

Selected summary statistics of the calculated L/(K/O and L/K ratios. The table no. 1
consists of the average values, standard errotheofabor costs to output (L/O), capital
employed to output (K/O) and labor costs to camtaployed (L/K) ratios for the agricultural
cooperatives in all Czech NUTS3 regions and alsdr ttisparity from the average value of
the calculated ratios for the Czech Republic dutirggperiod of 2008-2011. As supposed and
according to the theory Prague has the lowest, feghest negative, disparity in labor costs
to output and capital employed to output ratiog, fou the labor costs to capital employed
ratio the highest negative disparity Karlovy Vaegion has the highest positive disparity in
all three ratios.

Table 1.Selected summary statistics of the calculateddn@® K/O ratios for the Czech agr. coop., 2008-2011

Region AverageStand. Disparity Average Stand. Disparity Average Stand. Disparity
of the error of (difference of the error of (differenc of the error of (difference
L/O ratioL/O between K/O K/IO e betweel L/K L/K between
each L/O each K/C each L/K
ratio and ratio and ratio and
total total total
average average average
L/O ratio K/O ratio L/K ratio
(=0,2298) (=2,1387) (=0,1094)
Prague 0.1063 0.0217 -0.1235 09162 0.1269 -1.2225 0.1195 0.0304 0.0100
Central Bohemia ~ 0.2002 0.0212 -0.0297 2.0189 0.2029 -0.1198 0.0992 0.0038 -0.0103
South Bohemia 0.2372  0.0234 0.074 2.3398 0.2271 0.2012  0.1014 0.0019 -0.0080
Plzefi Region 0.2716  0.0305 0.0417 22709 0.2805 0.1322  0.1197 0.0019 0.0103
Karlovy Vary 0.3629 0.0230 0.1330  2.7315 1.3587 0.5928  0.1560 0.0466 0.0466
Usti 0.2671 0.0273 0.0373 2.1005 0.1705 -0.0382 0.1272 0.0073 0.0177
Liberec 0.3018 0.0311 0.0720 24644 0.2676 0.3258  0.1225 0.0008 0.0131
Hradec Kralové 0.2052 0.0106 -0.0246  2.5006 0.1781 0.3619  0.0823 0.0044 -0.0272
Pardubice 0.2047 0.0170 -0.0251  2.0306 0.1953 -0.1081 0.1010 0.0026 -0.0085
Vysotina 0.2192 0.0183 -0.1016  2.0145 0.1863 -0.1242 0.1090 0.0038 -0.0005
South Moravia 0.1733 0.0199 -0.0565 1.9081 0.1424 -0.2306 0.0906 0.0051 -0.0188
Zlin 0.2266 0.0220 -0.0033  2.4985 0.2853 0.3598  0.0909 0.0021 -0.0185
Olomouc 0.2056 0.0198 -0.0243  2.0728 0.1865 -0.0658 0.0992 0.0032 -0.0102
Moravia-Silesia 0.2360 0.0270 0.0061 2.0741 0.2290 -0.0646 0.1138 0.0038 0.0043

Correlation coefficients. The table no. 2 contains the correlation coeffitsefor the labor

costs to output ratios for the agricultural coopiges in all Czech NUTS3 regions during the
period of 2008-2011. In the case of the L/O ratiagRe region as the above average of GDP
per capita region has nearly no or only low cotretawith other Czech regions except for
Karlovy Vary region that is the opposite regiorPiague in terms of GDP per capita so that it
has negative correlation with Prague (the cormtatioefficient in this case is equal to -0.75).
The rest of regions are quite highly positivelyretated among each other.
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Table 2. Correlation coefficients of L/O ratio for the Cheagr. coop., 2008-2011, Gretl ouptut

Prag CentiSouthPlzer Karl. Usti LibereHradecParduVysosSouthzlin - OlomoMor.-

Boh. Boh. Vary C Kr. bice ina Mor. uc Silesia
Prag. 1,000 0,002 -0,039-0,073 -0,7500,006 0,059 -0,246 0,006 0,072 -0,302-0,009 -0,011 0,035
Centr.Boh. 1,000 0,999 0,955 0,517 0,982 0,997 0,894 0,999 0,871 0,888 0,980 0,988 0,992
SouthBoh. 1,000 0,966 0,560 0,975 0,995 0,914 0,996 0,882 0,910 0,973 0,982 0,986
Plzeri 1,000 0,668 0,885 0,962 0,979 0,941 0,966 0,970 0,881 0,900 0,912
Karl.Vary 1,000 0,429 0,492 0,802 0,495 0,598 0,829 0,434 0,457 0,440
Usti 1,000 0,971 0,808 0,990 0,766 0,807 1,000 0,999 0,997
Liberec 1,000 0,895 0,994 0,896 0,885 0,968 0,977 0,986
HradecKr. 1,000 0,874 0,943 0,998 0,805 0,828 0,835
Pardubice 1,000 0,848 0,870 0,988 0,994 0,997
Vysotina 1,000 0,920 0,757 0,784 0,809
SouthMor. 1,000 0,806 0,827 0,831
Zlin 1,000 0,999 0,996
Olomouc 1,000 0,998
Mor.-Silesia 1,000

The table no. 3 shows the correlation coefficidatshe capital employed to output ratios for
the agricultural cooperatives in all Czech NUTS@ioas during the period of 2008-2011. In
the case of the K/O ratio Prague region has lisitehigher negative correlation with other
Czech regions, but still below 0.8 except for Wstjion, but positive correlation with Karlovy
Vary that has negative correlation to the resthaf tegions. The reason might be that the
development of K/O ratio in time can be similar @ike values for K and O might be quite
different. The rest of regions are quite highlyipesly correlated among each other.

Table 3. Correlation coefficients of K/O ratio for the Cheagr. coop., 2008-2011, Gretl ouptut

Prag CentiSouthPlzer Karl. Usti LibereHradecParduVyso¢SouthZlin -~ OlomoMor.-

Boh. Boh. Vary C Kr. bice ina Mor. uc Silesia
Prag. 1,000 -0,631-0,538-0,103 0,824 -0,871 -0,437 -0,689 -0,563 -0,053-0,271-0,660 -0,731 -0,725
Centr.Boh. 1,000 0,975 0,831 -0,614 0,924 0,962 0,995 0,995 0,753 0,913 0,968 0,986 0,984
SouthBoh. 1,000 0,888 -0,4340,847 0,992 0,975 0,991 0,715 0,952 0,986 0,965 0,969
Plzefi 1,000 -0,1410,557 0,938 0,791 0,879 0,878 0,985 0,798 0,754 0,758
Karl.Vary 1,000 -0,826 -0,377 -0,622 -0,529 -0,363 -0,276 -0,495 -0,635 -0,616
Usti 1,000 0,793 0,944 0,883 0,528 0,688 0,896 0,956 0,949
Liberec 1,000 0,950 0,985 0,782 0,983 0,957 0,932 0,936
HradecKr. 1,000 0,987 0,683 0,884 0,983 0,998 0,997
Pardubice 1,000 0,769 0,947 0,973 0,975 0,975
Vysotina 1,000 0,856 0,602 0,632 0,624
SouthMor. 1,000 0,886 0,855 0,859
Zlin 1,000 0,985 0,989
Olomouc 1,000 1,000
Mor.-Silesia 1,000

The table no. 4 lists the correlation coefficieftisthe labor costs to capital employed ratios
(as the ratios of L/O and K/O) for the agricultucaloperatives in all Czech NUTS3 regions
during the period of 2008-2011. Prague region hate diigh significant negative correlation

with other Czech regions except for Karlovy Varythwivhich it has positive correlation (the

correlation coefficient in this case is equal t888). Also Karlovy Vary has again negative
correlation coefficients with other regions. Thetref regions are quite highly positively

correlated among each other.
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Table 4.Correlation coefficients of L/K ratio for the Czech agr. coop., 2008-2011, Gretl ouptut

Prag CentiSouthPlzer Karl. Usti LibereHradecParduVyso¢SouthZlin -~ OlomoMor.-

Boh. Boh. Vary C Kr. bice ina Mor. uc Silesia

Prag. 1,000 -0,888 -0,943 -0,078 0,988 -0,645 -0,687 -0,928 -0,924 -0,652 -0,747 -0,865 -0,842 -0,873
Centr.Boh. 1,000 0,940 0,024 -0,8200,920 0,309 0,684 0,757 0,806 0,952 0,537 0,995 0,977
SouthBoh. 1,000 -0,194 -0,880 0,807 0,423 0,860 0,752 0,582 0,899 0,698 0,922 0,974
Plzeri 1,000 -0,184-0,148 0,435 -0,110 0,441 0,574 -0,223 0,142 -0,021 -0,186
Karl.Vary 1,000 -0,532 -0,790 -0,934 -0,963 -0,638 -0,639 -0,919 -0,761 -0,788
Usti 1,000 -0,089 0,396 0,448 0,720 0,982 0,177 0,953 0,921
Liberec 1,000 0,768 0,838 0,310 0,032 0,929 0,215 0,245
HradecKr. 1,000 0,822 0,332 0,549 0,950 0,624 0,722
Pardubice 1,000 0,742 0,525 0,876 0,692 0,670
Vysogina 1,000 0,669 0,332 0,795 0,663
SouthMor. 1,000 0,326 0,974 0,974
Zlin 1,000 0,457 0,530
Olomouc 1,000 0,979
Mor.-Silesia 1,000

Prague region and Karlovy Vary region as the regjion the range of all regions performs
negative correlation coefficients during this pdriaith other regions as assumed and in
accordance with the theory.

4 Conclusion

As supposed according to the hypotheses of lométabor costs in regions with higher GDP
per capita growth the results partly confirm theatty highlighted above. The region with
highest positive disparity from the average of ld@d K/O during the monitored period is
Karlovy Vary region and the region with highest atdge disparity is Prague. During the
period the regions with the highest standard dmnain L/O are Liberec region and Pize
region compared to Hradec Krélové region with lawstsndard deviation. The standard
deviations for the variable K/O are highest for Iiday Vary region and the lowest for Prague
region. Much lower standard deviations are in thsecof L/K ratio, with the highest in
Karlovy Vary and Prague region and lowest in Rleegion. The highest positive disparity in
L/K ratios from the average during the period ierlovy Vary region and biggest negative
disparity from the average of L/K ratio is in Hraderalové.

To conclude the correlation coefficients reveal twncidence of the direct connection
between the labor costs and value of capital engplqyer unit of output for the region of
Prague and Karlovy Vary. The values of the mentiomelicators for these two regions are
also mostly negatively correlated to the rest efibgions. The task for further research is to
find out the true background behind those relatiggsthat requires more developed regional
model.
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Annotation: The aim of the study was to identify and asses8tutional system running on pork
market in Poland. Institutions operating in ruredas are presented at national, regional and local
levels and according to different sectors. In asedythe study the subject literature and the
material from the statistical surveys carried outthe Institute of Agricultural Economics and
Food Economy-State Institute were used. The reBedrowed that in literature there are multiple
classification of institutions and organizationsttmake up the meat industry environment.
Consequently, it is required to stimulate developtrand improvement of institutions conducive
to the creation and strengthening of organizatiGtalctures. The compatibility of institutional
and organizational structures depends to a largenern the policy of the State. In pig holdings
with a greater intensity of relationships with ihgions there is less financial liquidity. These
farms are characterized by lower labour intensittheut a significant increase in the capital
intensity and cost-absorption.

Key words: institutions, farms, pork production, market.

JEL classification: D02, P48, Q12.

1 Introduction

Production of the swine in Poland was the most mamb branch of agricultural production in
Poland over the years. Only in the year 2000 prioliof live pigs accounted for 37.6% of
commercial livestock production and for 23.5% conura agricultural production. At the
same time pork production exceeded by 17% the vaflugilk production and more than 3
times the value of poultry production (Blicharskiammermeister 2013). Currently, this
sector is experiencing a crisis. The status opigeopulation decreased to 11.4 million units
in 2012, and the production of pork decreased fmagmately 22,2 million tons (Rynek
2014). According to data from the Central StatatiOffice (GUS) in In the same year
contribution pork was 31.7% in goods livestock pitbn and 14,2% of the stock
agricultural production (Rocznik 2013).

Development of live pigs production in Poland relien institutional support in various
spheres of activity. In terms of EU integrationtmgadar importance have those institutions
that mediate in the transfer of financial resourtesn the Community budget, but also
institutions and organizations supporting activéizenship of local communities. An
important role in this process have local authesitichambers of agriculture and cooperative
banks that operate in the immediate vicinity. Theportance is attributed to the non-
governmental organizations, which represents ecenanterests of members of these
entities.

The improvement of this institutional environmentwhich operates the economy can be
achieved in several ways. By adding new institigidio pre-existing ones, replacing
inefficient institutions with the more efficientxjgerimenting in creating new institutions and
enabling institutions to compete with each otheaargional, national and transnational scale
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(Wilkin 2003). In order to accelerate the proce$duwilding institutional order aimed at
economic and social cohesion, the EU now faces dwization of legal standards and the
adoption of the EU legal order by the new Memueates (Wdniak 2009).

The aim of the study was to identify and assedgutisnal system running on pork market in
Poland. The analysis included contacts of pork peceds with institutions, the frequency of
these relationships, intensity of these relatiokreover, the intensity of institutional
relationships of farmers with the environment amel éxtent of holdings of the manufacturing
structure in agriculture was defined.

2 Materials and methods

This paper covers a review of literature on thanikdn of the concept of institutions and
their classification. Institutions operating in alareas are presented at national, regional and
local levels and according to different sectorsbstguent analysis use the results of a
nationwide survey of FADN farms entitled "Equiliicn of individual agricultural holdings".
The studies were undertaken by the staff of thetine of Agricultural and Food Economics -
National Research Institute, Poandniversity of Economics and the Warsaw University
Life Science. They involved 400 farms operatingtlie accounting system of the Polish
FADN. There were extracted 94 holdings out of tipatup that were rearing and breeding
pigs.
Based on the available research data, the intersity the structure of institutional
relationships between the pig holdings and the renment have been determined. Five
component indicators have been used in this reJdmeir value was assessed in the so-called
zero-one evaluation by assigning points for adexjaaswers to questions relating to:

- objectives of management,

- participating in public life,

- cooperation with organisations,

- contract integration,

- mobility of the farmer's family.

Subsequently, the weighted sum of indicators wésutzied and defined as the aggregate
index of the degree of institutionalization of anfia At the same time it was assumed that the
component indicators contribute to the index oe@ual basis.

In order to determine the effect of institutionstba structure of agricultural production there
was used the following set of indicators charazieg the relative levels of the flow and

absorption developed by B. Cawski (2008):

- cost-absorption of revenues - the ratio of thel tm@unt of direct costs, indirect costs and

the costs of external factors to the total produrcti

- investment activity - the ratio of the balancerofastment flows to assets (excluding land),

- net transfers - the ratio of the balance of cureerisidies and taxes and of the subsidies
and taxes associated with investments to the ecerstnength of a farm expressed in the
assets value.

- liquidity (inverted index) - the ratio of short-tediabilities to circulating assets,

- capital intensity - the ratio of productive assétgt is buildings and structures, machinery
and equipment and means of transport to the todalyation,
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- land consumption (inverted index) - the ratio adgction to the size of agricultural land,

- labour intensity - the ratio of labour on the fafimhours) to the value of total production.

The specified indicators set up a vector of coteeladependent variables which are
potentially affected by institutional structureshefefore in this case institutional structures
were the independent quality variable which deteedithe allocation of resources in the
individual farming in Poland. The analysis of tlgeraction was based on the analysis of
variance (MANOVA) where dimensions were provided lby the described indicators and
the qualitative predictor (factor) were the inditnal structures.

3 Results and Discussion

The founder of the traditional institutionalism wksVeblen (1971) who defined institutions
as "prevalent habits of thought with respect tdipalar relations and particular functions of
the individual and of the community. Veblen's ingions arise when the habit becomes
common and gets strengthened in a given communmityraup, taking the form of socio-
economic institutions. According to another defomtof T. Veblen "economic institutions are
habitual methods of carrying on the life procesthefcommunity in contact with the material
environment in which it lives (...)" (StankiewicO@)). Whereas Dopfer (1991) defined
economic institutions as "any correlated (intetela behaviour of agents that occurs under
the same or similar conditions”, In this contextamples of economic institutions are:
enterprises, banks, government agencies, tradaesinimiversities and offices.

A. Czyzewski (2008) proposed to define an institution e ttraditional sense as the
institutional environment. In his view, an institutal environment of the agricultural sector is
a set of institutions that support market proceg#®s so called "supporting institutions”),
including these national economy entities that db take a direct part in the transactions
between agriculture and the environment (in thesesehat they are a party or support them)
but have an impact on the functioning of produttstructures. In the literature, institutions
are divided into "standards,” "markets "and "orgations". Standards mean legislations
which define the rules for the functioning of eoory and the conclusion of contracts. As for
the markets, the following types are taken intostderation: financial market, labour market
and a goods and services market as an infrasteuatiowing for relations with these markets
and increasing the mobility of production factordieih are the subject of transactions
concluded there. Whereas the category of "orgaarsgtrelates primarily to state institutions
implementing agricultural policy, mainly the intertion policy. Especially recognised must
be here Agencja Rynku Rolnego (Agency for Agricdtu Markets), Agencja
Restrukturyzacji i Modernizacji Rolnictwa (AgencgrfRestructuring and Modernisation of
Agriculture), Agencja Nieruchomoi Rolnych (Agricultural Property Agency), s@dki
Doradztwa Rolniczego (Agricultural Advisory Centresrganizations supporting the export
of agri-food products, as well as Chambers of Adtice and farmers' unions.

According to the new institutional economics ingiins are a set of formal and informal
rules, along with mechanisms for their enforcemdihieir aim is to control the operators’
decisions made on a case by case basis, and thedye the uncertainty associated with the
economic activity. Therefore, institutions are sulbat indicate who decides which actions
are allowed, what procedures to implement, whatrmétion to provide and what an operator
receives as a result of its business activityitiigdns provide an adequate incentive structure
to take allocative decision (North 1994).
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According to D. Milczarek, the definition most afteused by economists explains that
institutions are relatively stable sets of commondégognized and realized expectations
concerning human behaviour. These are all formsfafestrictions invented by people to
shape their behaviour (Brzozowski and others 2006).

Institutions may be the result of deliberate hunsativities (e.g. fundamental laws -

constitutions) or develop gradually (e.g. custoniaws) in response to the ongoing progress.
According to many economists, institutional arrangats in a given country are largely

conditioned by cultural, historical, geographicahd also political factors (Mitaszewicz

2011).

There are multiple item classification of instituts and organizations in the literature that
make up the agri-environment, including the meatlugtry. M. Klodzhski (2006)
distinguished two types of institutions working fiie development of small enterprises that
are present in the country:

- central institutions: agencies, foundations, fandignds,

- regional and local bodies: regional developmentaigs, foundations, socio-economic
initiatives, business schools, consulting firmsckt exchanges, displays, fairs, business
incubators.

Another classification of institutional environments presented by Hausner, Kudtacz and

Szlachta (1997). In their opinion the institutiosat-up includes:
- agencies, foundations and regional developmentedsms,

- independent organization of the economic self-govent (chambers of commerce),

- authorities of the local public administration,

- other institutions - universities, associations,litmal parties, trade unions, social
organizations.

T. Mis (2008) lists institutions, which may facilitate ethtransformation processes in

agriculture:
- local authorities,

- fundamental institutions of markets, for exampiearcial markets, insurance,

- the economic and professional self-government argéions (e.g. chambers of
agriculture),

- sectoral organizations of agricultural producers, éxample, producers’ associations,
cooperatives, marketing group,

- production advisory organizations, economic, social

- private institutions and organizations that supgogttransformation of rural areas.

According to Grzybek (2003) regardless of the dfsdion of institutions and organizations

that make up the business infrastructure all ligetties stimulate both the development of

small enterprises as well as local communities. &kistence of such institutions is a very

common condition for the use of human and econopatential of cities and villages,

conducive to stimulating local entrepreneurshifraating foreign investment and creating a
positive image of various regions of the country.
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Taking into account different definitions, it haselm adopted for the development of this
study that an institution is a set of functionalglated legal standards and principles (the
institutional environment) as well as a separagaoizational structure (organizations) and
the mechanisms of its functioning. As a whole,itngbns in a given country constitute its

institutional system which, as in Poland, determitie functioning of the pork market.

There are many active institutions in the Polistkpoarket (Fig. 1), the most important being
public organizations (government and local selfegoment). They have the ability to gather
information and have extensive knowledge of thecifiggproblems in the live pigs market as
well as an effective influence on the ongoing clemng hese organizations are protected by
the administrative structures of the state, egfigcby the sectors of justice and public
administration.

Organisations

I
[ [ |

: . Non-
Public Private governmental
I
[ |
Local . .
Governmental — Cooperatives — Fundations
Government
I
[ ]
—  Ministry Territorial Economic — Companies |— Associations
__| Organizacje i | Provincial | | Agricultural || | . N Trade
fundusze Office Chambers Claiilans Associstions
| Regional | Distric Office | Chambers of — Trade Unions
Offices Commerce
| Commune || Associtions of
Office producers

Fig. 1. Organisational structure in the pork market
Source: owrelaboration.

The role of governmental organisations is to tak@sions on various aspects of operations in

accordance with the rules of democracy and theciplies of market economy contained in

certain normative acts. Within these organizatiohgreat importance for the market of live

pigs in Poland is Agencja Rynku Rolnego (AgencyAgricultural Markets). Since 01 May

2004 it plays the role of the paying agency resybmsfor the use of all instruments

governing the market of pork, beef, veal, sheeptrmed goat meat, and thus:

- itimplements subsidy programs launched by the pemo Commission for private storage
of pork and beef,

- it administers the import and export licenses aaygssubsidies to the exports of slaughter
and cut up products and live poultry.

- it administers the measures for supporting pronmaliactivities which can also be used in
the meat sector,
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- it carries out activities of communication and disgnation of information concerning
Community regulations for the pork, beef and pguitarkets.

- it supplies the Community system of the meat markehagement with information
coming from the area of its activities.

The economic self-government in legal terms is apression of decentralized public
administration in the field of economic life. Them® chambers of commerce which play the
major role in its organizational structure. There aurrently 62 chambers of commerce
operating in the country, the majority of them (14)Mazowieckie province and the least
numerous (1) in Lubuskie, Opolskie, Podlaskie, tdelandSwictokrzyskie provinces. The
main task of the chambers of commerce on a regmmakal level is to support the economic
development of the area. The oversight of the aigtsvof these entities is maintained by the
Minister responsible for the object of the chamdetivities or the voivode competent for the
seat of the Chamber. The chambers of commerce,lasiyito other economic self-
government organisations may associate at the iNdt@hamber of Commerce.

Whereas the basic local agricultural organizatioetude agricultural chambers, which were
established by the Act of 14 December 1995 (Dz.IRZ6, Nr 1, poz. 3). There are currently
16 provincial chambers operating in the countrye Phimary purpose of their establishment
is to create stable and transparent conditionguidher functioning and development of the
Polish agriculture. Each provincial agriculturalaaiber has its district divisions. The duties
of agricultural chambers involve cooperation inveay many socio-economic issues in rural
areas. The Chief organ of agricultural chambershes National Council of Agricultural
Chambers.

A significant importance in the functioning of porkarket in Poland also have private
organisations. They arise as a result of jointoasti of people wanting to form group
associations (formal or informal). Organizationsickhassociate in a formal way include:
cooperatives, companies and crafts unions, ancethesociated informally are mutual aid
organizations.

The institutional system functioning on the meatrkatis complemented by local trade
organizations. The self-government of producerscgssors and traders in the meat sector is
very well organized, both at the level of Membeat& and across the European Union. It
represents the interests of domestic processolisestock, producers and farmers of pigs,
cattle and poultry in front of the national admirasion. Basic organisations of this type
include:

- Association of Polish Butchers and Producers ot&ssed Meat,

- Polish Meat Association,
- The Union of Producers and Employers of the Megti$try,
- Polish Pig Breeders and Producers Association ,RIR'S

Association of Polish Butchers and Producers ot®&sed Meat is a national organization
bringing together the owners of the meat indushty.aim is to stimulate butchers and
producers of processed meat operating in the fefldneat and meat products for the
development and utilization of economic potentibé implementation of new technologies,
inventions in the field of processing meat and mgkisausages and upgrading the
professional skills of the stuff. It is also active shaping positive social attitudes and
professional ethics among its members and in ptiegerthe members' opinion to the
government and administration of the Republic d&Rd.
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Polish Association of Meat is also an organizatiepresenting business interests of the
associated companies which operate within the sebr and cooperate with the association
in the field of manufacturing, trading and /or iengces, in particular in front of the state
authorities. In 2006 the Polish Meat Associatiomnéd into Polish Meat Chamber of
Commerce whose activities will continue the pragiof the Association in favour of the
sector.

The Union of Producers and Employers of the Meelustry is a union of employers
associating meat industry operators. It was estadd in 13 December 2005. The Union
brings together natural and legal persons on anvaty basis and the initiative of its
formation has attracted considerable interest frompanies operating in the meat sector. As
of today, the members of the Union are the opesdtom a wide range of the sector.

Polish Pig Breeders and Producers Association ,RIB'Sis a self-governing organisation
acting since 1958. It currently associates 19 mr@al unions. Its area of operation covers all
over the country. It implements breeding prograorstiie following breeds of pigs: Polish
Large White (PLW), Polish Landrace (PL), Hampshiry, Duroc (D), Pietrain. (P) and
Pulawska [Pulawy] breed. It arranges for adequaterds and books in this respect. What is
more, its activities include: evaluation of pig guation and breeding, providing specialized
training, establishing producer groups, negotiatmgimum prices and intervention purchase
of farm and slaughter animals as well as improvvestock breeding.

Local authorities prepare a framework and mechanigmnregulating the behaviour of users
of agricultural holdings in economy management e@sses. Among other things, the
existence of these institutions helps:

- the households adapt faster to changing econondioganizational conditions,

- engage in efficient commercial activities,

- access to the information on the situation in écaltural markets.

- reduce transaction costs.

National self-government organizations are also bes of the European industry self-
regulatory bodies, among which the most importaat a

- European Livestock and Meat Trading Union (UECBV),

- Centre Liaison for the Meat Processing IndustrhenEuropean Union (CLITRAVI),

- Association of Poultry Processors and Poultry Triadee EU (AVEC).

European organizations which are industry self-la@guy bodies are a good platform to agree
on common interests of entities operating in thugtry, including the relationships between
producers and processors and determining positioriee common agricultural policy on the
market.

The phenomena particularly hindering the develogménon-governmental organizations in
rural areas include the weakening of social boadssion of the sense of cultural community
and disappearing responsibility for local spacevalf as strengthening individualism. This
occurred with the loss of authority of public imstions in local communities, as well as a
result of reduced significance of vocational ediocat

In the analyzed group the farms were grouped aowpti the constructed aggregate index.
This allowed to distinguish 8 classes of farms (mgarsecting intervals of the same width).

With the potential maximum intensity of institutalrelationships (equal to 100 points) value
of this index for 13.8% of farms was 30 points (F2). More than 55.3% of the surveyed
farms were classified in the largest group in whicé index value was between 30 and 50
points. For 1/5 of farms it was from 50 to 60 psinin turn, in case of 10.6% farms it
exceeded 60 points. At the same time, with the grgwtrength of quantitative institutional
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relations, an increase of economic strength of $ahas been recorded too. In this context,
there appears a question concerning a cause t egfationship, i.e. whether the strong farms
reached their position thanks to strong institialoassociations or is it the maintenance of
such relations which is necessary for the farmiset@ble to operate and achieve increasingly
higher profitability.

30 28

24

19

11

10 20 30 40 50 60 70 80
frequency graph of the aggregate index

Fig. 2. Groups of farms according to the intensily institutional relations with the
environment

Source: own development based on the survey castuedmong the FADN farms.

In the sample of farms raising and breeding pigaudtivariate analysis of variance were
conducted based on 3 groups of institutional stinest ordered according to the intensity of
institutional relations with the environment (Geyski 2008). The first group included farms
from the 2nd, 3rd and 4th class of the aggregatditator of institutionalisation, the second
group - from the 5th class and the third grouponirthe 6th, 7th and 8th class. In this way
collections of observations of similar and suffidig large number were obtained.

In line with the procedures of variance analysrstte first stage in each of the subgroups the
distributions of dependent variables were reducedarmal by appropriate transformations
and MANOVA assumptions were verified. The indicatdr investment activity, despite
attempts to transform variables and remove outlybgervations, preserved a distribution
significantly deviating from the normal, thus noeeting the assumptions of the analysis.
Therefore it was excluded from it in order not tstarb the distribution of multivariate space.
At the same time it was decided to put under amalysly the farms of the first and third
group because the distributions of allocation iathcs in the second group differed
significantly from the distributions of the variaisl of other groups and required transition to
other functional forms. After these procedures éhgras no reason to reject the null
hypothesis of equality of variances and homogerddithie covariance matrix. (Table 2).
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Table 2. The assumption of homogeneity of covagan@ multivariate space

Test M Boxa: predictor of quality - "institutionsiructure™

M Boxa CH df P

M-Boxa 35,09657 30,95090 21 0,074479

Zrodto: (Czyewski 2008).

Then it was verified how significant are the diéfieces between the vectors of the average
coefficient values. According to the assumptiohg, null hypothesis of equality of average
vectors was rejected for the alternative hypothtbsistheir difference is significant. Table 3).

Table 3. Significance of differences between thetors of average resource allocation
coefficients

Multivariate tests of significance - coefficientsresource allocation
Variable Test Value F Effect Error p
Wilkisa 0,7802 2,348 6 50 0,044796
Institutional Pillai'a 0,2198 2,348 6 50 0,044796
Structure Hotelln. 0,2818 2,348 6 50 0,044796
Roy'a 0,2818 2,348 6 50 0,044796

Source: as in Table 2.

The obtained results indicate that the matrix oéfficients describing the allocation of
resources in the farms raising and breeding pigsiderably varies with the development of
the institutional structure. In contrast, one-digienal ones confirmed the significance of
variation of only one coefficient of resource alton, namely the coefficient of labour
intensity (Table 4).

Table 4. The significance of variation of the caméint of labour intensity

One dimensional tests of significance - labouernstty
SS MS F p
Institutional structure 2,1187 2,1187 4,243 0,04414
Error 27,4615
Total 29,5802

Source: as in Table 2.

In the highest class of institutions an averageualntensity was relatively much lower than
in the other groups. This was accompanied, howewgra decline in net transfers and
liquidity. This was presumably due to the incregdnurden on the budget and the liquidity
could be additionally burdened by investments wheostue was relatively high. No
significant increase was observed as for the dajpitensity or cost-absorption. Therefore a
lower labour intensity translating into an increasencome per unit of labour could be due to
relatively effective institutions that protect tlaelded value generated in the specialized
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production of pigs and render 'institutional pensloaccording to the model of" integrated
agriculture.

4 Conclusions

This study does not cover all the issues of thetfaning of institutions in the market of live
pigs, nevertheless there can be drawn some coanhisn its basis.

1. In the literature of the subject there are multiplassification of institutions and
organizations that make up the meat industry enuient. All listed entities interact
directly or indirectly on the farm with pigs and atendustry. The existence of this
institution is a prerequisite for the proper funaing of the subjects on the EU
market.

2. The compatibility of institutional and organizatadnstructures depends to a large
extent on the policy of the State. Consequentlig, iequired to stimulate development
and improvement of institutions conducive to theation and strengthening of
organizational structures, which are essentialhe tevelopment process of the
production of pork in Poland.

3. In pig holdings with a greater intensity of relaiships with institutions there is less
financial liquidity. This can result from investmenwhose value is relatively high. In
addition, these holdings are characterized by lomedr flows in the framework of
budgetary transfers, which is probably due to tleaigr burden for the budget.

4. Farms which are more cooperative and more tiechdbtutions are characterized by
lower labour intensity without a significant inceeain the capital intensity and cost-
absorption. This results in an increase in reverereunit of work, which may be the
result of a relatively efficient institutions thateate added value on farms specializing
in the production of pork, referred to as "an ingional rent".
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Abstract: The analysis of unemployment in the Liberec reg®rfocused on the problem of
unemployment in the region. To assess the statenefmployment the analysis uses selected
factors affecting the rate of unemployment. Thipgrashows that unemployment is far from just
an economic problem. It is becoming a social pnobles well. In order to successfully fight
against unemployment, it is necessary to captut@mly its causes, but also its development and
behaviour, as it affects both individuals and th®le of society. Based on specific statistical data
the paper evaluates changes and shows deficieiheiesause the problem of unemployment, and
consequently it deals with possible solutions. Tihal part summarises the findings in the study
of materials and data, and tries to propose p@ssblutions that would reduce unemployment.
Research has shown that the development of emplaynme the Liberec region must be
understood as a priority. Rising unemployment soaial risk. The next year threatens to occur
more than 2% rise in unemployment. The startingnpoiay be active promotion of agricultural
and food production that ensures sustainable jobs.

Key words: unemployment, rate of unemployment, natural rdtanemployment, demographic
changes, job seekers, active employment policy

JEL classification: R11

1 Introduction

Unemployment is a complex problem, not only an eaais one. However, in the culture of
work, it plays a key role in people's lives. Thesproved by the fact that the entry into an
economic activity or departure from it is one dé&'s milestones. Work provides a dignified
existence and material security.

At the same time it also gives a sense of fulfiltnand social usefulness. Nowadays, the
criteria and demands of employers on employeesoimection with work performance,
education, work experience and skills are constaightening (Grigoryeva, 2012). Greater
requirements of the employer are to some exterdate@lto the constantly developing
technology. If an employee does not meet the engplsyrequirements, or the demands on
him do not match with what the employee is ablefter, employment can be terminated. A
sudden and unexpected loss of a job is an unccablertmatter for everyone, and
unfortunately, constantly a more real risk. Asdarthe long-term unemployed are concerned,
after a certain time there are changes that maé#fitult for them to return back to work.
People often lose their experience, skills andtpralcand theoretical knowledge which were
acquired and maintained throughout their job. Agkberm exclusion from the labour process
also influences the other side of the market, eepotential employer. He/she may, for
example, assume that when a person is unemployed lfang time, his/her qualification is
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reduced, and immediately after starting a new lh@she is unable to work as efficiently as in
a previous job.

From a macroeconomic point of view, unemploymentceons the working age population,
whose age is in the Czech Republic set from 15syeage, which is usually from the end of
compulsory school attendance, until retirement. Haper deals with the analysis of
unemployment in the Liberec region, which is forntgethe districts o€ eska Lipa, Jablonec
nad Nisou, Liberec and Semily. With its 3,163 squkilometers, it is, after Prague, the
smallest region in the country. The region hased@minantly industrial character. With its
438,594 inhabitants it ranks second place in thec@zZRepublic (data for 2012) with the
smallest number of inhabitants. Most of the popoiatis concentrated in the district of
Jablonec nad Nisou. The average density of 13&&bitants per km2 exceeds the national
average. Compared to the national average, Libezgon has a slightly younger age
structure.

2 Obijectives

The main objective of the study is to verify thepbthesis of the rate of unemployment
possible development in Liberec region in the peffom 2009 to 2013, and the prediction
for 2014, i.e., if the unemployment development Wédve rather an increasing or decreasing
tendency. For this purpose, knowledge of statistiwethods, especially time series will be
used. The partial objective is to assess the stateemployment in the region using the
selected factors affecting the rate of unemploymkrdoncerns particularly the age, gender
and educational attainment of job seekers.

3 Materials and methods

To obtain the data, a specialist literature related given topic both in a book form and an in
an electronic one is used. The calculation of urdeympent rate indicators, the calculated
values of which are used in graphs and tablesxptamed here. For the elaboration of the
next part, it was necessary to obtain statistiedh degarding the followed period, i.e., from
2009 to 2013. The main source of primary data waslasite portal of the Ministry of Labour
and Social Affairs (MLSA) and the Czech Statisticaffice (CSO). All the data were
transferred to the MS Excel software programmen thcessed into tables, which largely
formed the basis for creating graphs. Due to th&lsility and the text supplementing, the
graphs and tables were inserted into the text.tDulke unavailability of all necessary values,
the indicator of the proportion of unemployed pessérom the website of the MLSA is used
for the calculation.

To determine the future development of unemploymmncerning the year 2014, the

statistical analysis of non-periodic time seriesswged. All statistical data processed into
graphs, tables and maps refer only to the Liberegidd. If it is, for example, a nationwide

comparison, then this fact is stressed in a speq@ért of the text. The final section

summarises findings acquired while studying maleréand data. This is followed by their

evaluation and possible solutions to reduce uneynpdt.

To calculate forecasts for the period up to 2016wesed advanced methods for time series /
prediction software Statistical2. Specific funciarsed to predict the function ARIMA.Time
Series module offers a complete implementation RfMA. Models may include a constant,
and the series can be transformed prior to analysiasformations will automatically be
"undone” when ARIMA forecasts are computed, so tihetforecasts and their standard errors
are related to the values of the original inputeserYou can calculate the approximate and
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exact maximum likelihood conditional sums of sqsardRIMA (p,d,q) forecasting
equation: ARIMA models are, in theory, the most eyah class of models for forecasting a
time series which can be made to be “stationarydifferencing (if necessary), perhaps in
conjunction with nonlinear transformations suchl@gging or deflating (if necessary). A
random variable that is a time series is statiomfaig statistical properties are all constant
over time. A stationary series has no trend, @gations around its mean have a constant
amplitude, and it wiggles in a consistent fashioa,, its short-term random time patterns
always look the same in a statistical sense. Thé#erl condition means that
its autocorrelations (correlations with its owngprileviations from the mean) remain constant
over time, or equivalently, that its power spectm@mains constant over time. A random
variable of this form can be viewed (as usual) @smbination of signal and noise, and the
signal (if one is apparent) could be a patternast or slow mean reversion, or sinusoidal
oscillation, or rapid alternation in sign, and dutd also have a seasonal component. An
ARIMA model can be viewed as a “filter” that tries separate the signal from the noise, and
the signal is then extrapolated into the futureolbain forecasts. The ARIMA forecasting
equation for a stationary time series is a linear,(regression-type) equation in which the
predictors consist of lags of the dependent vagialld/or lags of the forecast errors. That is:
Predicted value of Y = a constant and/or a weigtgech of one or more recent values
of Y and/or a weighted sum of one or more recettes of the errors. If the predictors
consist only of lagged values of Y, it is a puréoaegressive (“self-regressed”) model, which
is just a special case of a regression model anchvdould be fitted with standard regression
software. For example, a first-order autoregressi{AR(1)”) model for Yis a simple
regression model in which the independent variabjest Y lagged by one period (LAG(Y,1)
in Statgraphics or Y_LAGL in Regresslt). If sonfdhe predictors are lags of the errors, an
ARIMA model it is NOT a linear regression modelchase there is no way to specify “last
period’s error” as an independent variable: tlmersrmust be computed on a period-to-period
basis when the model is fitted to the data. Frotechnical standpoint, the problem with
using lagged errors as predictors is that the mogetdictions are not linear functions of the
coefficients, even though they are linear functimisthe past data. So, coefficients in
ARIMA models that include lagged errors must beinested by nonlinear optimization
methods (“hill-climbing”) rather than by just sahg a system of equations. The acronym
ARIMA stands for Auto-Regressive Integrated MoviAgerage. Lags of the stationarized
series in the forecasting equation are called ‘tagressive" terms, lags of the forecast errors
are called "moving average" terms, and a time se#fibich needs to be differenced to be
made stationary is said to be an "integrated" versif a stationary series. Random-walk and
random-trend models, autoregressive models, andnexpial smoothing models are all
special cases of ARIMA models. A nonseasonal ARINM#odel is classified as an
"ARIMA(p,d,q)" model, where: p is the number of axggressive terms, d is the number of
nonseasonal differences needed for stationarity,cgis the number of lagged forecast errors
in the prediction equation. The forecasting equmtie constructed as follows. First,
let y denote the dth difference of Y, which means:

If d=0: yt = VYt
Ifd=1: yt = Yt-Yt-1
Ifd=2: yt = (Yt-Yt-1) - (Yt-1- Yt-2) = Yt 2Yt-1 + Yt-2

Note that the second difference of Y (the d=2 casenot the difference from 2 periods
ago. Rather, it is the first-difference-of-thesfidifference, which is the discrete analog of a
second derivative, i.e., the local acceleratiothefseries rather than its local trend. In terms
of y, the general forecasting equation is:
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t = pu+ Flyt-1+...+Fp yt-p 6let-1 -...-6get-q

Here the moving average parametdys)(are defined so that their signs are negativéhén
equation, following the convention introduced byxBand Jenkins. Some authors and
software (including the R programming language)jrndethem so that they have plus signs
instead. When actual numbers are plugged intetjuation, there is no ambiguity, but it's
important to know which convention your softwareesiswhen you are reading the
output. Often the parameters are denoted thereR{}), AR(2), ..., and MA(1), MA(2), ...
etc.. To identify the appropriate ARIMA model for You begin by determining the order of
differencing (d) needing to stationarize the sergasd remove the gross features of
seasonality, perhaps in conjunction with a variastedilizing transformation such as logging
or deflating. If you stop at this point and predicat the differenced series is constant, you
have merely fitted a random walk or random trendlehaHowever, the stationarized series
may still have autocorrelated errors, suggestiag) $bme number of AR terms ¥pl) and/or
some number MA terms (g 1) are also needed in the forecasting equatios. prbcess of
determining the values of p, d, and g that are fogst given time series will be discussed in
later sections of the notes (whose links are atdpeof this page), but a preview of some of
the types of nonseasonal ARIMA models that are conmiynencountered is given below.

4 Results and discussion

From the point of view of assessing the rate ofnypleyment in the region, it is necessary to
know the situation in the Czech Republic (CR). bgrihe period from 2009 to 2013, Liberec
region was in the fifth place with the highest amnaverage rate of unemployment, as
illustrated by the following chart compiled fromasstics published on the website of the
Ministry of Labour and Social Affairs (MLSA). Due the fact that according to the land area
it is the smallest region in the Czech RepublidgefaPrague), this figure is striking. The

highest annual average unemployment rate in thigiomewas 8.2% in 2013. For other

regions of the country, the year of 2013 becamawmirable as well.

Graph 1: Average annual rate of unemployment in the CR by the regions
from 2009 to 2013

(%) share
of unemployed
O 2009
12,0 A
m 2010
10,0 -+
2011
8,0 -

! m 2012
6,0 1 = 2013
4,0 -

2,0 -
0 ,0 T T T T T T T T T T T T T i
UL S R oL Ll Shd (i HC FE PL HHK =B cB PG
Usti Region — UL; Moravian Silesian —MS; Carlshad Region — CR; Olomouc Region — OL; Liberec Region — LI, South Maoravia — SM, Zlin Region — ZL;
Highlands county —HC; Pardubice Region — PE; Pilzner Region — PL; Hradec Kralove — HK; South Bohemis — SB; Central Bohemis — CB; City of
Prague — PG
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The average rate of unemployment in each yeareofatiowed period in Liberec region was
higher than the average rate of unemployment inGhech Republic. In early 2009, the
difference was 1.2% and at the end of 2013 it waly 0.5%. This does not mean that
unemployment in Liberec region was decreasingnly grows more slowly than the national
average annual rate of unemployment.

Table 4: Annual average rate of unemployment (in %)
2009( 2010 2011 201p 2013

Liberec region 7.3 8.0 7.5 7.4 8.2

Total in CR 6.1 7.0 6.7 6.8 7.7

Difference 1.2 1.1 0.8 0.6 0.%

Source: MPSV CR. Own processing.

The highest rate of unemployment 9.1 % in Libersggion districts as of 31 December 2013
was in the district ofCeska Lipa. Unemployment here is even higher by Ot8&h the
national rate of unemployment, which was 8.2% astlud above mentioned date.
Graph 2 shows the development of the number ofitleenployed in the years of 2009 - 2013
for individual quarters as of 31 December each .yiast job seekers (27,185 persons) were
registered in the first quarter of 2010 and thedstmnumber was registered in the second
quarter of 2012 (22,264 persons). When compariegntimber of unemployed women with
men, unemployment affects slightly fewer men. Therage number is 11,950 men in the
guarter, while for women it is 12,418 In total,gtstate is fairly balanced in relation to the
gender, there is not any abnormal difference inqrayter.

Graph 2: Development in the number of the joblessithe years of 2009 — 2013
(by quarters)
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The forecast of the further rate of unemploymenvettgpment from February 2014 to
December 2014 is shown in Table 2. To determinalifextion of the development of 2014,
an exponential trend function was used. Necessatgywlere obtained from the website of the
MLSA and recorded in a table in MS Excel programmewhich the calculation of future
values was carried out.

Table 5: Calculation of the rate of unemployment fom February 2014
to December 2014 (exponential trend function)
Rate of unemployment (in %)

Annual

vear L. WL V. V. VLOVIL VL IX. X, X1 Xl | Sverages
(in %)

2009(5.95|6.58|6.99| 7.31| 7.40| 7.53|7.78| 7.78| 7.81| 7.80| 7.89/8.29| 7.29
2010|8.61|8.62|8.57|8.32|8.02| 7.80| 7.90| 7.74|7.60| 7.49| 7.43|8.06] 8.02
2011(8.14(8.05|7.90| 7.60| 7.25|7.11|7.30| 7.27|7.20| 7.04| 7.04| 7.34| 7.47
2012(7.61|7.72|7.57|7.23| 7.14| 7.06| 7.20| 7.20| 7.26|7.29| 7.40| 7.75] 7.35
2013]8.29(8.40| 8.44|8.30| 8.06| 7.88|8.08| 8.06|8.11|8.02|8.10{8.46] 8.15
2014)8.80(7.90|7.91|7.92|7.93|7.93|7.94| 7.95|7.95|7.96|7.97{7.98| 7.94
Source: MPSV CR. Own calculations, own processing.

A linear trend function was used as another swtaiddel. The results are shown in the
following table:

Table 6: Calculation of the rate of unemployment fom February 2014 to December
2014 (linear trend function)
Rate of unemployment (in %)

Annual

YA V. V. VLVIL VIL X, X, X1 xil, |2verages
(in %)

2009|5.95|6.58|6.99|7.31|7.40|7.53| 7.78| 7.78|7.81| 7.80| 7.89| 8.29| 7.29
2010(8.61|8.62|8.57|8.32/8.02|7.80| 7.90| 7.74|7.60| 7.49| 7.43|8.06| 8.02
2011|8.14|8.05| 7.90| 7.60| 7.25| 7.11| 7.30| 7.27|7.20{ 7.04|7.04| 7.34| 7.47
2012|7.61|7.72|7.57|7.23|7.14| 7.06| 7.20| 7.20|7.26| 7.29|7.40| 7.75| 7.35
2013]8.29|8.40|8.44|8.30|/8.06| 7.88| 8.08| 8.06|8.11|8.02/8.10|/8.46[ 8.15
201418.80|7.91| 7.92|7.93|7.93|7.94| 7.95| 7.95|7.96| 7.97| 7.97|7.98| 7.95
Source: MPSV CR. Own calculations, owncessing.

The appropriateness of chosen models was assessgdMAPE.

For an exponential trend function, the value is8818% and for a linear trend function the
value is 5.5966%. It can be assumed from the stadees that they are optimum models.
The results of future values of 2014 are of inarepsendency with both trend functions.
Therefore, it is expected that unemployment in ltheerec region will slightly increase. In
order to assess the opportunities on the laboukeharesides monitoring the unemployment
rate it is also useful to compare the number ofsebkers with the number of job vacancies.
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Graph 3: Development of number of job seekers angb vacancies

W yacancies @ candidates

Source: MPSV CR. Own calculations, gwocessing.

From the original lowest number of 10,681 unemptbye the first quarter of 2009, the

number of the unemployed increased gradually arideaénd of 2013 there were 13,286 job
seekers. The number of job vacancies usually faltie curve of job seekers; only in the
second quarter of 2013 there was a slight incresstiie beginning of 2009, there were 1,401
job vacancies and at the end of 2013 their numbereased to 2,549. This implies that the
chances of the unemployed to find a job vacanognisaverage 15%. The situation on the
labour market has improved a little. While at theggibning of 2009 there were 7.62 job
seekers for one vacancy, at the end of 2013 itomgs5.21 persons.

It should be noted that not all job vacancies Wéloccupied by job seekers. It also happens
that a job seeker has not got necessary qualdmsitior the vacancy. Education can play an
important role in the job search. The following lealshows that the largest group of
unemployed persons are those who have secondargatemiu with an apprenticeship
certificate. The second largest group is represebte job seekers with basic education.
According to the collected data, it cannot unambigilly be said that with higher educational
attainment the unemployment rate is falling, asrigvet group of job seekers is represented by
people with secondary vocational education witlilggexamination without apprenticeship.
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Table 7: Job seekers as of 31 December 2013

. : Number of | Proporti
Highest level of education job seekers | on (in %)
Without education 19 0.07
Incomplete basic education 1p1  0.39
Basic education 7. 406 28.58
Lower secondary education 11 0.04
Lower secondary vocational education 550 2.12
Sec'o'ndary vocational education with an apprentipgsh 10. 429 40.25
certificate
Secondary education without a leaving examinatiuh a

: . o 151 0.58

an apprenticeship certificate
Complete general secondary education 508 1.96
Complete secondary vocational education vith

. : . N 831 3.21
apprenticeship and a leaving examination
Complete sgcor_ldary_ vocational _educfatlon with a 4,531 17.49
leaving examination without apprenticeship
Higher vocational education 182 0.70
Bachelor education 296 1.14
University education (Master education) 854 3.30
Doctoral education 40 0.15
Total 25. 909 100

Source: MPSV CR. Own processing.

As a rule, the young and educated people are cemesldto have fewer problems with
unemployment than older age groups with a low leMelkeducation. An age relation to
unemployment is illustrated in the following chart.

Graph 4: Graph shows analysed data that consist &0 observations ranging from 1/2009 to
12/2013
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The most important statistics for the data is presk below in the Table 5. Summary
statistics, using the observations 2009:01 - 2@.3dt the variable 'unemployment rate’

(60 valid observations).

Table 5: Table shows analysed data that consist 60 observations ranging

from 1/2009 to 12/2013

Mean 7.6857
Median 7.7450
Minimum 5.9500Q
Maximum 8.620(
Standard deviation 0.52644

Source: Own calculations.

The statistics shows minimum as well as maximumelkethat were reached. In order to proceed with
the prediction it is necessary to examine the eatfirdata in terms of their stationarity. This tnd
through Augmented Dickey Fuller test, the resultloich are presented in the Table below.

Table 6. Unit root test (Augmented Dickey Fuller)
Augmented Dickey-Fuller test for unemployment rate
including 8 lags of (1 - L) unemployment rate

(max was 10, criterion modified AIC)

sample size 51

unit-root null hypothesis: a = 1

model:
(1-L)y=b0+(a-1)*y(-1)+...+e

1st-order autocorrelation coeff. for e: 0.013
lagged differences: F(8, 41) = 2.693 [0.0177]
estimated value of (a - 1): -0.103508

test statistics: tau_c(1) = -1.22243

asymptotic p-value 0.6671

test with a constant and trend model:

(1-Ly=b0+b1*t+(a-1)*y(-1)+..+e

1st-order autocorrelation coeff. for e: 0.011
lagged differences: F(8, 40) = 2.579 [0.0226]
estimated value of (a - 1): -0.0990649
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test statistics: tau_ct(1) = -1.14859

asymptotic p-value 0.9194

The test shows that the time serie is not statigriae. we cannot reject the null hypothesis tiat t
time serie has a unit root of order 1. This me&as in order to predict the time series in the rfeitut

is necessary to do appropriate differencing. Tleegffor the next step, a model of ARIMA (1,1,1) is
selected with the AR(1), MA(1) and'brder differencing to forecast the time seriethmperiod from
1/2014 to 12/2015. ARIMA models are the most gdrtgpees of models for predicting time series.

ARIMA (1,1,1)
Function evaluations: 37

Evaluations of gradient: 13

Model 1: ARIMA, using observations 2009:02-2013(T2= 59)
Estimated using Kalman filter (exact ML)
Dependent variable: (1-L) v1

Standard errors based on Hessian

Table 6: Coefficient std. error z  p-value
coefficient std.error z p-value

const 0.05639460.0502003 1.123| 0.2613

phi_1 0.395526 0.20532P 1.926.0541 *

theta_1| 0.223328 0.197820 1.12R0589 *

Source: Own calculations, own processing.

Table 7: Criterions

Source: Own calculations, own processing.

Mean dependent variable 0.0425%42.D. dependent 0.228024
variable

Mean of innovations -0.003795.D. of innovations 0.191407

Log-likelihood 13.63520 Akaike criterion -19.27041

Schwarz criterion -10.96026Hannan-Quinn -16.02646

Results show that both AR and MA elements are fogmt on al0% level. Hence, we can assume
that the data generating model is adequate urfless is an autocorrelation presented. This isdaste

the Table 5.
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Test for autocorrelation reveals that in the makete is no autocorrelation presented.
Graph 5. Test for autocorrelation

Ljung-Box Q' = 19.7341, with p-value = P(Chi-squa > 19.7341) = 0.05187

Therefore, we can use the model to predicutiemployment rate for the period of 1/2014 to 128(

Graph 5: Unemployment forcast
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The monitored group is represented by job seelggd tom 15 to 64 years as of the last day
of 2013. The lowest unemployment is before the tieémand after the sixtieth year of age.
This is probably influenced by the fact that by miye most young people are constantly
preparing for a future career, and after sixty yedrage there is the possibility of retirement.
Most of the unemployed are in the ages of 20 tye@as and then in the ages of 50 to 59
years. High unemployment rate in the group fromt@39 years, which is expected to have
some education, qualification and sufficient woperience, is striking. In total, it can be

stated that the number of job seekers slightly esws with the age.
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Use of active employment policy tools in the LibeeRegion

The basic tools for combating unemployment inclagéve employment policy, which is
ensured by MPVP Czech Republic along with labotice$. In 2013, 2,596 people benefitted
from any tools of the active employment policy ive tLiberec region. Most supported were
these in public welfare work (PWW). For 828 peo®yW program was supported by the
European Social Fund (ESF) and 548 job applicamsevin the program without funding
from the ESF. The second most applied tool is #gdianeficial jobs (SBJ).13

Graph 6: Number of persons supported within activeemployment policy
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Source: Own calculations.

Less often used tools of active employment pol&§R) are contributions to the running of
the protected workplaces for the purpose of seiplegment (PW - SE), for bridging
allowance and for targeted programmes (TP).

5 Discussion

Comparing the unemployed in the Liberec region #mdughout the Czech Republic, the
proportion in the Liberec region is higher eachry@athe period from 2009 to 2013. This
difference is diminishing all the time. While in@®it was 1.2%, in 2013 the difference was
only 0.5%. Based on the found data it cannot be gt in Liberec region unemployment
was decreasing, but it is growing slowly there. Tdevelopment of the number of the
unemployed does not record any striking differenddse number of job seekers is also
balanced in relation to gender. Unemployed citizeinkie Liberec region do not rely only on
help from the state, but they are themselves irabin the search for a job vacancy. Rising
unemployment is alarming; however, a more serigoblpm is the structure of people who
are registered in labour offices. The importanceegional development is contingent on the
increasing demand for these products, and thasmreson job creation and employment
development, not only originating in that regiomyt lalso in developing countries. Products

13 Socially beneficial jobs are jobs which the employer establishes on the basis of the agreement with the LO CR
and fills with job seekers.
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are marketed to specific customer segments. Thgmeet is supported by the so-called.
Marketing Green. Typically, a customer purchasesg@nal production, as well as from third
world countries. The research project deals with gghoposal of signification food products
sold through Fair Trade (FT) in the Czech Repuldigoported by IGA 2013 (Registration
No. 816 11210/1312/3173 project). In Liberec regitoconcerns mainly young people under
25 years, job seekers from 35 to 39 years old ared 650 years. The Labour Office offers
professions that should not be a problem to bemeduPeople would often like to get these
jobs, but unfortunately, they do not have the resgligualifications. Benefits could be found
in a changed view of job seekers, in the interesivhat they can do, and what skills they
applied in the past.

A certain way to reduce unemployment is to supganall and medium-sized enterprises
because these companies are able to absorb anduabser force. Another way to reduce
unemployment is labour mobility through improvirge tavailability of housing and providing
support when moving for a new job. The Czech lalmarket could be temporarily improved
by a new upcoming project on household servicariterns assisting in the maintenance of
gardens, houses, cooking or cleaning. In the futiln@isands of people could find a job in
this project. "The main aim is to create new joNewadays, households pay for these
services within the grey economy, however, worlames not insured and do not have the
status of employees," said the president of th@kof Employers UnionsiiHorecky.

Official assistance would have to be cheaper then amount people are paying for it
illegally. Those interested in these services cgetda cheque for a certain value. The cheque
would be handed over to the worker for work dored & would be exchanged in a job
agency that hired him for money of a higher vahentthe cheque. The difference would be
offset by the state through subsidies or taxat@refis. Expenditures would be returned in
levies due to higher employment. A very importaadtér that positively affect employment,
agricultural production. In Liberec region's tramfital food traditions. An essential ingredient
of vegetable farming in the Liberec region is gnogvdf cereals (wheat and barley), potatoes,
flax and oilseed rape. To a lesser extent ther@ gdsws corn, beets, fruit and vegetables.
Behavior is here mainly cattle, pigs and poultrye Avell known in the henhouse Brnisti and
PriSovice.

6 Conclusion

Each region in the Czech Republic has its specifegarding the spatial distribution,
historical development of a given territory, infrasture, population and its structure. All
these mutually interacting factors have a majouarice on the development of a particular
situation on the labour market. Liberec regionoas of the smallest regions in the Czech
Republic in comparison with other regions, hasghér rate of unemployment. In conclusion,
it can be pointed out that on the basis of thewaton of future values of the unemployment
rate, in 2014, the unemployment rate should shgimitrease. It depends largely on how the
state will deal with this issue and what toolsiil wse to reduce unemployment in the Liberec
region. Research has shown that the developmesinpfoyment in the Liberec region must
be understood as a priority. Rising unemploymerat social risk. The next year threatens to
occur more than 1,6 % rise in unemployment. Theistapoint may be active promotion of
agricultural and food production that ensures $nuatde jobs.
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Annotation: The management of regional development brings itaporimpulses for the
development of competitiveness and also for sod@lelopment. Both aspects need to be
developed on the basis of a thorough descriptioth amalysis. When applying quantitative
methods, one needs to be aware of their instrurhantbsubsidiary character. Finding innovations
or solution ideas that will facilitate social despinent as the most important factor of the
development of the quality of life is always a pitiypy The goal of the study is to define the
proposal of a solution at the general level as wsllat the level of concrete research and
calculation results so that the outcome can beiegpgb the qualitative growth of regional
competitiveness and social sustainability in thkecded region of Rokycansko. The research
guestions focus on the effect of improving the potion of the area to attract more domestic and
foreign tourists, thus contributing to the increadeincome as a part of the national and local
budget revenues. The following question is whetirenot promotion helps create new business
opportunities and thus contributes to a more effitiuse of the homestead, farm or another
facility, not only for farming, but also as an aommodation facility for tourists. The solution
proposal shall always consider the requirementtferdevelopment and increase in the number of
new job opportunities, which contributes to redfizdtion of employees in the given area, helps
promote and improve the awareness of organic pednd other regional products. And that is
possible thanks to the regional development oftagrism with an ecological approach. The
following objective is to confirm or dismiss theggested hypotheses and find out whether or not
there is dependence between the individual quaktatttributes. These are subsidiary objectives
that should contribute to the managerial propoisatke field of social and regional development.
The result of this study is to conclude that thgiaral employment policy has to draw on the
potential of agro-tourism. In the region in questapens up the possibility of creating The relative
of a sufficient number of vacancies in agrotoursnd services associated with them. Regarding
sustainable jobs that even without the subsidyopdests longer than two years.

Key Words: Regional Development, Social Development, Sustdlihgb Rokycansko,
Agritourism, Employment

JEL classification: R11

1 Introduction

The social development and the development of eynpat is a current problem that

concerns the entire European territory (Antousk@@L4). A special attention needs to be
paid to regions called “internal rural peripheriesi the Czech Republic, Rokycansko is one
of the internal social and economic peripheriedas a unique position in some social and
regional contexts. The employment rate is quitér lwgth regard to the geographic proximity

of Plzen and its location near the highway thatnemts Plzen and Prague. As far as
employment is concerned, the Plzen Region is aesstal one; it is one of the regions with

low unemployment rate in the long term and the yslegment rate has been below the
average national value since 2004. The Plzen Regoally rates among the first five regions
in the country and in some months the unemploymatet is even the second lowest, right
after Prague, which has the lowest unemploymeatgatmanently.
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Table 1: Development of Unemployment Rate in thed?l Region in 2009 — 2014

Registered Unemployment Rate (%) Ratio of the Uneyaal (%)
2009 2010 2011 2012 2013 2014
8.16 8.25 7.01 7.31 6.45 5.66

Source: Own research. Data available at the CzdalisSical Office (2014) Time series. CZSO,
27th June 2014 [Online], Available: http://wwwaso.cz/xp/redakce.nsf/i/casove_rady [05 July 2014].

However, the registered unemployment rate is ngdonncluded since the beginning of
2013; it is now the ratio of the unemployed persdks of 31 December 2013, the Plzen
Region had the second lowest ratio of the unemplaye¢he Czech Republic. The ratio of the
unemployed in the Plzen Region was 6.45 %; whick mal.73 percent point lower than the
ratio in the Czech Republic. The lowest unemployimate was traditionally recorded in the
Capital City of Prague (5.14 %); the highest therihie Usti nad Labem Region (11.47 %),
Moravian-Silesian Region (10.47 %) and in the Olam&egion (9.79 %). The year on year
ratio of the unemployed in the Plzen Region inceddsy 0.51 percent point. When compared
to the same period in the previous year, the nurobemacancies increased by 158, i.e. by
6.5 %. The increase of the vacancies for gradwatdghe young more than doubled annually.
The vacancies for the disabled increased by 12(C%ech Statistical Office, 2014). The
following districts of the Plzen Region had a lowgremployment rate: Pliagih (5.52 %),
Rokycany (5.55 %) and Plzesever (6.08 %); on the other hand, Tachov (8.54 a¥q
Klatovy (7.27 %) had the highest unemployment (@=ech Statistical Office, 2014).

Figure 1: Unemployment Rate by Individual Districess of 31 December 2014
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Source: Own research.

As the report on the situation on the regional laboarket prepared by the Regional Labour
Office in Plzen implies, several significant empoy in the Plzen Region laid off or are
planning to lay off several of their employees B12. In 2013, the Office received several
intentions of mass layoffs. This concerns, for egkenPanasonic AVC Networks Czech, s. r.
0., which laid off 125 employees as of 30 April 30€EZ Zakaznické sluzby, which laid off

36 employees as of April 2013. Eurogate WarehousinQistribution Czech, s. r. 0. and

NeZarka were also planning mass layoffs. And Lepoignost Zelezna Ruda, a. s. or Apex
City Casino are planning to lay off 19 people. Al464 employees of Trolli Bohemia, s.r.0.,
received notices of termination at the end of 203 Regional Labour Office in Plzen

prepared quite an optimistic prognosis of the madexelopment in 2014. The report states
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that the difference between the labour supply ardahd will continues and that there might

be a slight increase in the number of available b against 2013. The development in 2014
will depend on the economic situation, particuldHat of strategic employers in the Region.

The employers will mainly focus on engineering t@ctans, mechanical engineers, machine
operators and fitters, programmers, shop assistanigers, cooks, sales representatives,
bricklayers and industrial technicians. In the fatuthe economic situation in the Plzen

Region might be influenced by neighbouring Germianoye. On one hand, there are contracts
between Czech and German companies that play aortamp role, and also there are job

opportunities for Czech citizens in Germany. As ttog age structure of job applicants, the

largest group of applicants at the end of 2013 thasage category of 55 — 59, or 13.7 %. The
following group was the age category of 35 — 39322) and young people at the age of 20 —
24 (12.2 %). The actual numbers of applicants aoerded in the table below (Integrated

Portal of the Ministry of Labour and Social AffgiZ014).

Table 8: Age Structure of Job Applicants in 20112013

Status to date
Age 2011-12-31 2012-12-31 2013-12-31
abs. in% abs. in% abs. in%
until 19 years 1176 5,0 1176 5,0 1016 4,0
20 - 24 years 3025 13,0 3093 13,0 _
25 - 29 years 2534 10,9 2 565 10,8 2848 11,1
30 - 34 years 2 661 11,4 2533 10,7 2814 10,9
35 - 39 years 2916 12,5 2 935 12,4 _
40 - 44 years 2271 9,7 2415 10,2 2716 10,6
45 - 49 years 2531 10,9 2536 10,7 2631 10,2
50 - 54 years 2813 12,1 2 695 11,4 2896 11,3
55 - 59 years 2 969 12,7 3155 13,3 _
over 60 years 412 1,8 621 2,6 952 3,7
Total 23 308 100 23724 100 25709| 100

Source: MPSV [Online], Available: http://portal.mpsz/upcr/kp/plk/statistiky/ [12 July 2014].

The employment rate in the monitored region coelteive another new impulse, and that is
the promotion of agritourism, especially thanksthe nearby Brdy area. Tourism has a
significant effect on the economy: it shows the tnmdynamic growth, creates job

opportunities and contributes to GDP (about 3 Ygweler, it is necessary to look for other
services in tourism that would not only attracteign tourists to the Czech Republic, but that
would also increase the interest of local residentdomestic tourism, thus supporting social
development. One of the possibilities of offerirgnething new within the Czech Republic is
rural tourism and the related agritourism. Thisrfaof tourism has become very popular in
some European countries (such as Germany, Auliaig,..). The Czech Republic, however,

has not used its extraordinary potential for theetlgpment of rural tourism yet. The aim of
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rural tourism is not only to increase the visiterat rural areas, but also to contribute to the
sustainable development of the countryside, torofiflew jobs also for workers without
qualification, to contribute to the diversificatiarf the farming countryside and to improve
the quality of life in rural areas. Rural tourisand agritourism in particular, help
entrepreneurs in the agricultural field gain sudint revenues while being friendly to nature
and preserving the traditions and culture of thentxyside as the aim of agritourism is to put
oneself in the place of the farmer. Some of theomapstacles of the development of these
services are the low economic potential of busireess the level of support of business
activities. A successful development requires coatpm and interest of the local residents,
regional authorities and the involvement of locajamisations (such as micro-regions) in the
activities. A great opportunity lies in the Europeands and programmes for the period of
2014 — 2020 that offer grants for the developmédntoarism and diversification of the
agricultural activity. The partnership contractttihegulates the use of structural funds has
already been signed and thus it is now requirethke the first steps to implementation of
projects. This article focuses on the developmént@l tourism in the Plzen Region with
regard to the specifics of the social and regialealelopment of Rokycansko. There are large
disparities between urban and rural areas in thggon. The region is mainly visited by
domestic tourists for short-term stays. The develem of this type of tourism and
agritourism could bring a significant contributitmthe region.

2 Obijectives and Methodology

The objective is to propose optimization of theialbdevelopment management using the
instruments of the development of tourism and agrism in Rokycansko. The output will
also include a foundation for the creation of atadle procedure for determining the
employment rate and social development of the qdar sector. The research also aims at
assessing the status and condition of employmergiation to rural tourism and agritourism
in the selected region (Srédl, 2006). The analyfieat focuses on establishing the current
employment rate in the selected region with refeeeio the potential of development of rural
tourism and agritourism. There are some specifagggphic and social determinants in the
Plzen Region and Rokycansko that could have aipesftfect on employment in agritourism
and in the selected area. Also, supporting senacesaccommodation facilities are suitable
for that type of tourism development and thus dabéxelopment. The actual benefits for the
Plzen Region arising from rural tourism and agrigm may have a positive effect on
sustainability of employment. For municipal andioegl decision-making, it is required to
define a proposal of the development of the pderctegion that would be suitable for the
development of rural tourism and agritourism aslaslits effect on the social environment
and what its benefits will be. The research quastifocus on the effect of improving
promotion of the area in order to attract more dstineand foreign tourists, thus contributing
the increasing national and local budget revenaied, whether or not it creates new business
opportunities and contributes to a more effectige of the homestead, farm or another
facility, not only for agriculture, but also as acemodation for tourists and learning about the
local lifestyle. The solution proposal shall alwagensider the requirement for the
development and increase in the number of new jgbodunities, which contributes to
requalification of employees in the given areapbglromote and improve the awareness of
organic produce and other regional products. Arat th possible thanks to the regional
development of agritourism with an ecological aggito The following objective is to
confirm or dismiss the suggested hypotheses awdofin whether or not there is dependency
between the individual qualitative attributes. Tdeme subsidiary objectives that should
contribute to the managerial proposals in the fafldocial and regional development.
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Hypothesis 1: The interest in agritourism and rural tourism is influenced by residence.
Hypothesis 2: The interest in agritourism and rural tourism is influenced by age.
Hypothesis 3: The visit rate of the Plzen Region is influenced by interest in agritourism.

Hypothesis 4: The interest in agritourism and rural tourism is influenced by the offer of services
related to this type of tourism.

For the purpose of analysis, we will apply the tisgries analysis (linear and multiple

regression) in the first step. It is used as atrunsent of analysing the situation on the labour
market in the monitored period. It also allows ntoring trends in employment and economic
activities. The LINREGRESE tool will be used foretlselection of secondary data. The
LINREGRESE function uses the method of smallestsegito make regression as close to
the particular data as possible. There will be mrependent variable x; m and b will be

calculated according to the following formulas:

. Xx—x0)(y—¥)
T X(x - 0)?

Where x and y are the mean values of the selection.

The quantitative research uses questionnairesyais®s or experiments to collect data, to
name a few examples. This part of the researchudesl a questionnaire sent out
electronically. Firstly, the hypotheses that predice expectations in the research are
formulated; then a questionnaire is created witknty closed-ended questions and semi-
closed-ended questions (Hendl, 2008). The questwesprepared according to Kozlov’'s
(Kozel, 2005) recommendation for question orderstFthe opening questions are presented,
followed by filter questions to allow a logical stture of the questionnaire and to make sure
that only suitable respondents are involved, thetermal questions concerning the research
and finally identification questions. The hypothesare verified by the analysis of the
gualitative indicator dependency strength. Testingerformed using contingence tables that
allow measuring the dependency strength. Pearg@ntsst is used to verify the statistically
confirmative dependency between the qualitativeicatdrs. Pearson'g?2 test can be
calculated as follows:

m

2
2= ZZM
¢ noj

k
i=1j=1

This test is based on Zero Hypothesis HO which égative and assumes independence
between both indicators. Testing criterig hasy2 division for the number of levels of
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scope. First, the level of significanae is selected (usually. = 0.05); the theoretical
frequencies are calculated in the contingency atile testing criterion is calculated
according to the relation specified above. Theuwatedy?2 is compared with the taby2o for

the particular number of levels of scope. If thécakated valuey2 is greater than the table
valuey2a, it is established that there is interdependerste/den both qualitative indicators
that can be generalised (Hendl, 2008). This testimeaapplied to selections exceeding 40 and
to theoretical frequencies over 5 (SvatoSov4, Kabd PraSilov4, 2004). This testing is
performed using the Statistica programme and supgied with manual calculations and
graphs in Microsoft Office Excel.

3 Results — Rokycany

The calculations of the development of the registeunemployment rate are used as an
analytical tool to clarify the social and economittiation on the labour market in the selected
region of Rokycansko. It is a region that doesardy face quite a high unemployment rate

when compared with the Plzen Region as a wholetHaitalso deals with a steep increase in
the unemployment rate with future approximatiorttsat the registered unemployment rate is
going to increase. The registered unemploymentwate used as an indicator until 2012; it

has been replaced with the ratio of the unemplogettie total amount of 15 — 64 years of

age, which we have to include.

Graph 1: Development of the Registered Unemploymiate according to the New 2005 — 2014
Methodology (Rokycansko)
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Source: CZS0, 2014, own calculation.

The graph implies that the trend is going to bagisn the following period, i.e. in 2014 and 2015.
This is by 1 to 2 percent higher when compared tghPlzen Region and the Czech Republic.
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Graph 2: Ratio of the Unemployed in the Total Nunrbef Persons at the Age from 15 to 64

(Rokycansko)
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Source: CZSO0, 2014, own calculation.

The following graph implies that the social risktbg increase in the unemployment rate in
Rokycansko is quite high. The estimate for 2014 ts 7.5 %. It is also necessary to take into
account the fact that more than 30 % of the emplay@mmute to work either to the Plzen

Region, as shown above, or to the Prague Regioichwis made possible by the easy

accessibility. The graph also shows strong cyclilcaituations caused by the closedowns of
large regional employers. The largest swing upwasds be seen in 2009; it was caused by
strong foreign factors and the decrease of demakidestern Europe.

Graph 3: Total Number of Job Applicants in 2000 024 (Rokycansko)
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The following analytical part shows the potentiatlte development of agritourism as a tool
of development of employment. The interest in agrism and its analysis shows the
direction of the trend of the development of theation of new jobs and how it is possible to
achieve social sustainability and competitivenesshe region of Rokycansko. Predefined
hypotheses are tested within the scope of the stndyesearch of the relation between social
indicators and the potential growth of the brari2apendences between qualitative indicators
are determined. The calculations and verificatiohthe tested hypotheses were performed in
the Statistica programme. The following tables shbevtheoretical values (rounded up to 2
decimal positions), the calculation g and the comparison with takj2 at the 0.05 level of
significance for the particular number of levelssobpe (sv).

Hypothesis 1

HO: The interest in agritourism and rural tourism (VT) is not influenced by residence.

HA: The interest in agritourism and rural tourism is influenced by residence.
Table 3: Estimated Frequencies of Hypothesis ligaphat the calculateg is greater than
the tabley2 at the 0.05 level of significance, thus HO iecegd and we can state that there is

dependence between both qualitative indicators. plaee of residence by size has an effect
on the interest of people in agritourism and rtwakism.

Table 3: Estimated Frequencies of Hypothesis 1

Interest in Population
Agritourism
Above From 3000 to | From 100,000 | Below 3000 Total
500,000 100,000 to 500,000
Yes 54.19 23.59 10.20 14.03 102.00
No 30.81 14.41 5.80 7.98 58.00
Total 85.00 37.00 16.00 22.00 160.00

Source: own research.

sv=3 ¥>> v>0,06 ——> HO is rejected
v =10.821
¥? 0.05 =7.815

Hypothesis 2
HO: The interest in agritourism and rural tourisMT) is not influenced by age.

HA: The interest in agritourism and rural tourissinfluenced by age.
Table 4: Estimated Frequencies of Hypothesis 2igmaghat the calculated is greater than the table
v* at the 0.05 level of significance, thus HO is cege and we can state that there is dependence

between both qualitative indicators. It is thus giole to claim that age influences the interest of
people in agritourism and rural tourism.
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Table 4: Estimated Frequencies of Hypothesis 2

Interest in Age Category
Agritourism

15-25 26-35 36 -45 56 — 65 46 — 55 ®b%er | Total
Yes 29.33 34.43 8.29 10.20 10.20 10.56 102.00
No 16.68 19.58 4.71 5.80 5.80 5.44 58.00
Total 46.00 54.00 13.00 16.00 16.00 15.00 160.00

Source: own research.

sv=5 ¥>> ¢?*0.056 ——> HOis rejected
v =17.155
¥?0.05 =11.071

Hypothesis 3
HO: The visit rate of the Plzen Region is not iefloed by interest in agritourism.

HA: The visit rate of the Plzen Region is influehbyg interest in agritourism.

Table 5: Estimated Frequencies of Hypothesis 3iesphat the calculateg is smaller than the table
2 at the 0.05 level of significance, thus HO is rejected and we can state that these two quaktativ
indicators are not mutually influenced.

Table 5: Estimated Frequencies of Hypothesis 3

Interest in Visit Rate of the Plzen Region
Agritourism

Yes No Total
Yes 75.23 26.78 102.00
No 42.78 15.23 58.00
Total 118.00 42.00 160.00

Source: own research.

sv=1 ¥*<x20.05 ——> HOis not rejected

¥?=1.991

¥? 0.05 = 3.841

The visit rate of the Plzen Region is not influethdxy the interest in agritourism; the visitors cb@o

this region for other reasons as well. The previouglies that 19.49 % of respondents visited the
Plzen Region for agritourism and rural tourism.
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Hypothesis 4

HO: The interest in agritourism and rural tourisis mot influenced by the offer of services related t
this type of tourism.

HA: The interest in agritourism and rural tourism influenced by the offer of services related te th
type of tourism.

Table 6: Estimated Frequencies of Hypothesis 4

Agritourism and Rural Tourism | Interest in Agritourism
Services . . —
Yes No, but I will consider it in future Total

Horse riding 18.17 29.88 48.00
Participation in local traditional
events 17.37 28.63 46.00
Trying out crafts 11.33 18.67 30.00
Stay and work at a farm,
production of products 27.18 44.82 72.00
Total 74.00 122.00| 196.00
Source: own research.

sv=3 ¥*>+20.05 ——> HOis rejected

x> = 8.566

x? 0.05 = 7.815

Table 6: Estimated Frequencies of Hypothesis 4igapghat the calculate is greater than
the tabley2 at the 0.05 level of significance, thus HO iecegd and we can state that there is
dependence between both qualitative indicators.thus possible to claim that the services of
this type of tourism influence the interest of pleom agritourism and rural tourism. In
summary, people from large cities prefer agritauriand rural tourism and people from
municipalities and villages with population belowd@0 are not interested in such type of
tourism. It is more interesting for the middle da3here is an economic potential that will
have an impact on the development of the creatiamew jobs in this branch. People under
35 are most interested in trying such servicest iBha demographically favourable factor that
should provide quite a good sustainability of jodtie people who have travelled for
agritourism and rural tourism usually chose staith hworse riding but they are also interested
in learning and participating in the life on a farm

4 Conclusions and discussion

Rural tourism and agritourism are still at the begig in the Czech Republic and the
potential of the Czech countryside has not beemequiilised yet. Domestic tourists are
discovering this type of tourism very slowly. Hoveeyagritourism could become popular and
important for rural districts in the future, just & is in other European countries (particularly
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in Austria, Germany, ltaly, the Netherlands andos). Moreover, rural agritourism in the
monitored region can also create new sustainaltle. jbhe research implies that it is not
possible to expect social and environmental susbdlity without a systematic and central
support. However, that does not mean that the qodati industry should be continuously
state-aided and subsidised. The Plzen Region hgsgeod conditions for rural tourism:
natural, cultural, recreational and sport-relat€dus, it is capable of achieving very good
results in the long term with initial assistandaslivery suitable for agritourism thanks to the
large number of ecological farms, agricultural besses and stables. This potential of the
region is currently unexploited and not promotedofle interested in agritourism usually
come from large cities and they are under 35 yeltsthey are mainly interested in horse
riding and participating in local traditional everand they are interested in an active stay at a
farm in the future. The questionnaire respondeht®se such a holiday both in the Czech
Republic and abroad. However, majority of touristsne to the Plzen Region for hiking,
knowledge and cycling. In 2013, 536,483 touriststed the Plzen Region, out of which 70 %
were domestic tourists. The number of overnighysstaas been the lowest in the past few
years: 1,428,491 overnight stays in group accomtianddacilities. This is related to the
social development of new jobs and employment.diaifly, statistics do not monitor specific
data about agritourism and rural tourism, such @sber of entrepreneurs in agritourism,
number of visitors or number of beds, number okjahd annual increase. It is necessary to
monitor the trends in sector analyses and to faysematic support to areas with the
potential of growth and success. The data are m@uitonly locally in some regions or
districts, usually for communal and municipal pwsee. The Regional Authority in Plzen
does not monitor or promote this type of touristhhas not defined it as a development
priority. Some accommodation facilities are prondoby the Rural Tourism Association or
the European Centre for Eco-Agritourism. Farms H2¥®eds at the most and the owners do
not report the number of visitors and overnighysti any institutions. The number of new
jobs is mostly the result of qualified estimatebeTmost optimistic estimates move around
1,200 jobs in agritourism in the Plzen Region. Adatg to the estimates, the capacity of
about 37,000 beds (in the Czech Republic) in fasmaccommodation facilities involved in
rural tourism and agritourism was created in 20l&re is a gradual increase of the interest
in offering services of rural tourism and agrit@mn, as the increasing number of registered
applications for Subsidy Title 1ll. 1. 3 Promotiasf Tourism of the Rural Development
Programme shows. Since 2010, 583 applications baea submitted. 51 projects for the
development of rural areas have been supportedrnwRhiority Axis 3 Development of
Tourism of the Regional Operational Programme e $outhwest. In the peripheral region
of Rokycansko, in the municipality ofi8sy, several agritourism farms have been founded.
The owners are involved in horse and sheep breeaidgn ecological cultivation of grasses.
They also provide accommodation and catering sesvand thus a farm is ideal for the
development of rural tourism and agritourism. Thieaton of new jobs is more or less
unitary. In the programme period from 2007 — 201.8jas possible to ask for a subsidy from
the European Agricultural Programme for Rural Depatent within the scope of the Rural
Development Programme, Axis Il Quality of Life Rural Areas and Diversification of Rural
Economy, Priority Ill. 1, Measure 1ll. 1. 3 Promati of Tourism, Intention b) Construction of
Small-capacity Accommodation Facilities and Spd&tgiipment Rentals. Another option is
the structural fond called European Regional Dgwalent Fund within the scope of the
Regional Operational Programme NUTS Il Southwe€RREW) where tourism is concerned
in Priority Axis 3 Development of Tourism, Area 8tipport 3.1 — Development of Tourism
Infrastructure. Another option is cross-border aragpion within the Dispositional Fund,
Objective 3 Czech Republic — Free State of Bavasibich is also financed from the
European Regional Development Fund. In the follgwprogramme period, it will be
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possible to continue within the scope of OP CzedpuRlic — Free State of Bavaria.
However, the new regional operational programmese haot been approved by the
Government yet and thus it is not possible to annetcalls. Rural tourism is not significant
only for the entrepreneur. It is also an imporfactor of the development of the municipality
as it contributes to stabilisation of rural setterhand its sustainable social development.
New jobs might be created if the farm’s operati@me successful. Services offered by
entrepreneurs in the field of agritourism will attt more visitors and tourists to the region;
they may increase the interest in organic produmtsl ecological agriculture. The
development of agritourism helps maintain and reviecal traditions and customs,
contributes to the use of the cultural, historiaad natural potential of the surroundings
without disturbing the rural life and nature inigrsficant way. The social development of
Rokycansko is also related to the availability aate of regional products, organic products
as well as ethical shopping brands. This industeates sustainable jobs in a segmented shop
outside the chains. Another aspect is the linkho development of farms and rural tourism
that needs to be supported by the sale of suchuptedrlhe offer of the product variety with a
regional label is accompanied by the sale of Fead& and Direct Trade brands, which, in the
international scope, maintains social sustaingbg@inhd liability. The significance of the
regional development is also conditioned by anagased demand for such products and thus
pressure to create jobs and develop employmestgdties not only concern regional products,
but also products from developing countries. Thapcts are offered to a specific segment of
customers. This segment is supported by green mvagkelypically, the customer buys
regional production as well as products from thiratld countries. This is also the subject of
research by Proposal of Significance of Food Prizd8old in the Form of Fair Trade (FT)
Supply in the Czech Republic, supported by IGA 2(P3oject Registration Number:
20131023 - 11210/1312/3173) and IGA 2013 (Projeegi&ration Number: 20131052 -
11210/1312/3169). The cooperation of local citizemayors, local organisations and the
regional authority is very important for sustairebtievelopment. According to the
respondents of the questionnaire survey, the mpstnal regions for rural tourism and
agritourism are the South Bohemian Region, SoutheMan Region, Vyséina and the Plzen
Region. The Plzen Region (Rokycansko) should etilis preconditions for the development
of rural tourism and agritourism as soon as posdiblbe one of the first regions where there
is a quality supply of such services. Objectiveshef work consisted of an objective finding
gaps in the labor market in the region. The studg v define the potential for creating and
maintaining jobs. In this area the job creationeptill of agrotourism. It is a sector with a
growth trend as research shows. It can therefaaterand maintain jobs and move freely
disposable capacity of the human capital of theiced secondary sector to the tertiary sector.
This trend is supported by the European Union amoh fthe core of an active employment
policy and employment strategy for the period ug@ao.
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funds for the period 2007 - 2013, Axis Ill and IV
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Annotation: The main objective of this IAEI internal reseapoject was to assess what factors
influence drawing of subsidies from the 3rd and Agis Rural Development Programme in the
Czech Republic over the period 2007 — 2013. Weyardhctors of rural development and employ
a questionnaire survey. Research work has bedrirgplitwo parts.

One part concentrates on quantitative analysis assksses available data on factors of
development on the level of municipality (villageategorised by individual measures of the
Rural Development Programme 2007 — 2013 in Axes @4 (from 2007 through June 2013). The
other part considers selected municipalities arelr tsuccessful applicants. The quantitative
approach is suitable for a general territory catiegtion and general monitoring of development.
In order to analyse factors which influence thewding of subsidies, a qualitative approach is
necessary, represented here by a questionnaireysurv

Results of the analysis of publicly available dateowed that the statistical methods did not
produce sufficient explanation of factors that efffihe utilization of grant funds for measures of
Axis 3 and 4 of the Rural Development Programme7202013. Quantitative approach is suitable
for a general categorization of territorial monifmogress. For an explanation of the factors that
influence the utilization of grant funds is necegsajualitative investigation, such as
guestionnaires. The questionnaire showed thatrtitiealiinformation about the project is being
received almost exclusively randomly. Thereforeisitecommended to increase promotion of
public awareness of rural development measuresshperiod (2014-2020).

The conclusions of questionnaire identified sevenagportant findings by the main type of
organization and individual applicants, by typeopferation as well as by clusters. Results of
guestionnaire survey proved that the main reasoy meBpondents asked for financial support
from the RDP was their planned investment to imprquality of life in the municipality or region
(78%). The need to eliminate gaps in service pioriand to meet requirements of legislation is
the second reason why they applied for a subsitdg.tfird most frequent reason was the intention
to start own entrepreneurial activity. In most sasthe request was initiated by respondents
themselves (90%). Nearly half of them were toldwthibe possibility to receive subsidies through
personal contact with some competent person (mayoonsultants, etc. 49%). A large proportion
of respondents also received information from the&erhet (44%). Almost three quarters of
respondents have to use assistance from outsidegdureparation the project (72%). Two thirds
of those who took advantage of external assistased remunerated consulting firm (65%). Less
than a quarter of institutions received assistdocé&ee (from the mayor, staff or colleagues LAG
- 23%). If respondents had re-applied for supparefsimilar project, they would have required at
least half of the funds to be provided by the EespUnion. Only 16% of respondents would be
willing to cover the project cost from its own resces if they should cover more than 50%
themselves. Only 3% of respondents did not wansidykin the case that their own funds should
cover only 10% of the cost.

Key words: the views of grant applicants, factors of rural/@lepment, found and subsidies,
mathematical analyses, support of municipalitiegisAll and Axis IV of Rural Development
Program, LEADER

JEL classification: C02, C38, Q18, J19
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Introduction

The quality of life in rural areas is significanilyfluenced by conservation and development
of rural space in general. Through measure Ill ax&s supported investment into basic
infrastructure in municipalities with population lb& 2,000 inhabitants. Support for the
setting up of new and for the development of exgsthon-agricultural microenterprises14
including new trades in the area of productioncpssing and services, especially in the area
of crafts and services for the economy and popmrashall assist in achieving goals of the
Lisbon Strategy. Rural social structures and samagital together with the structure of built-
up areas offer significant potential for diversifiion of activities

The measure should as well ensure an increasimguality of life in rural areas through
development of public amenities and services inioipalities with a population of less than
500 inhabitants.

The question of rural development is usually basedwo basic approaches. The historically
older approach highlights the role of agriculturel ats related industries and activities. A
new approach to rural development, however, cona&s on non-agricultural activities and
sectors. This latter approach can be called Intedr&ural Development (see Marsden,
Bristow, 2001), as it endeavours to bring togetragous actors in the region who represent a
wide range of interests, in accordance with theaiad and economic status (Baldock et al.,
2001). This approach does not elevate farmerstesiie over those of others, but pursues
interests of rural actors from different sectoraoTtrends can be observed at the moment: the
number of employees in agriculture is decliningd dhe sectoral approach to industry is
giving way to a mixed sector-territorial approadinis shift is the subject of OECD (2006)
who define a New rural development paradigm baseddeveloping non-agricultural
activities in rural areas. The basic principlegto$ approach are: 1) focus on site instead of
focusing on sectors, 2) focus on investment instdafdcusing on subsidies (OECD, 2006).
Multi-level governance is another principle of thew approach to rural development. Such
governance delegates rules onto individual le\gipr@anational, national, regional, local) and
also involves various local stakeholders in theisden-making process. The goal is to
achieve an integrated approach with cooperatiommabus levels. Under the new approach
the regions should see a better use of underempl@sources such as using sites of high
quality environment for developing tourism. Indivad approaches to rural development are
based on waking up resources and factors of dewedop Individual factors of rural
development are supported according to the choppnoach to rural development. The
distinction between endogenous and exogenous faistesspecially hotly debated. Exogenous
are generally subsidies provided by the centradhaiites and other political and economic
interventions. Endogenous factors are more diffi¢al ascertain, primarily they involve
processes associated with human and social capitahccordance with the new rural
paradigm (OECD, 2006) it may be noted that the neadi support directed to localities (such
as investment) can be considered triggers theadivprocess of human and social capital to
achieve rural development. The last twenty yeargsehaeen a transition away from
emphasizing exogenous factors and into to emphasi€ndogenous ones (Stimson and
Stough, 2009).

14 Commission Recommendation 2003/361/EC concerhiagléfinition of micro, small and medium-sized

enterprises. A micro-enterprise is defined as aerprise which employs fewer than 10 persons anoseh
annual turnover and/or annual balance sheet totd dot exceed EUR 2 million.
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Rural development policy is currently an integraldamportant part of EU’'s Common

Agricultural Policy’s subsidy policy. In the curteprogramming period 2007-2013 it is

supported as a second Pillar of the CAP by thebkstenent of European Agricultural Fund

for Rural Development (EAFRD). Its support is cdimial on establishing a seven-year
Rural Development Plan by individual Member Statdeasures aimed at improving the
quality of life in rural areas and promoting a battup approach (LEADER initiative), which

create conditions for supporting also non-agricaltactors in the rural economy, make up
only a minor part of its emphasis, however. Eventseir very inclusion as eligible applicants
can be considered a significant step that refldwtsnatural evolution of the relation between
countryside and farming in society.

In the programming period 2007-2013 a total of 96ilBon EUR (20% of the CAP) were
earmarked from the EU budget for rural developnpaiicy. The allocation of national tax
money in the Czech Republic in individual themati®s of the RDP 2007-2013 is close to
the average EU-12 in axes 3 and 4. In the areaeafsares to support competitiveness of
agriculture national allocation is below the aver§g2%), while in environmentally oriented
measures (which form a dominant element of the naragning period 2007-2013 RDP) the
national allocation is above average (56%). Theerted study aimed to identify the factors
that affect the use of subsidies from RDP 2007-2@¥8s 1l and Axis IV in rural
municipalities. The research team focused spetifica these factors in the Czech Republic.

Selection of factors from existing knowledge

Many factors of determining conditions of econorparformance of rural areas have been
described in the literature. For example, Agarwalake (2009) are looking for regional
differences in p.c. GDP and combining factors obreenic, social and environmental
character. Productivity as the main component igeddent on the skill of the individual
(level of higher education), investment (net averagpenditure per capita) and infrastructure
(length of roads and highways per square mile)t bas not least there are important factors
such as measures of peripheriality (distance fioencapital) and accessibility (distance from
the nearest larger town, distance from regionatresh Another component of economic
performance, employment, depends on the numbeolisf ¢reated (registered entities per
1000 population), economic structure (employmenthia primary sector), administrative
structure (employment in the public sector and jeulbldministration), accessibility and
peripheriality and the proportion of people handpead through a long-term illness. The last
component of economic performance is the propomiopopulation on the labour market. It
is most influenced by the size of the householdesiarger households can generally free up
more of its members for the labour market. Alsoam@nt are share of people with long-term
disability and workers’ skill (in the opposite diteon primarily due to a lack of employment
opportunities in rural areas). It has been showat tompetition on the labour market
increases proportionately with population densttyqugh population increase). Crescenzi
(2009) identifies three main domains: education#taiment, employment and the
demographic structure. Midmore et al. (2010) comsbpulation change and net migration
to be the best indicators of quality of life inalcommunities. Stable or even increasing rural
population shows that rural communities are atitradior existing and new residents. When
choosing a place to live, households consider ¢hetive quality of life, beauty of the site
(including the environment) and economic opporiasit The willingness of people to
associate and jointly solve problems has also mkmrtified as one of the key conditions for a
successful village. Village mayors consider the elewf development of physical
infrastructure as a key sign of a successful wdlaghromy et al. 2011). Building
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infrastructure is very expensive for municipalitiasd they strive for external funding, for
example in the form of investment subsidies.

Method

Work as executed in line with the main and partial objectives described in Figure 1.

Work execution:

To categorise of local units and use
statistical tools for cluster selection,
evaluation of their mutual relationship and
to create such clusters.

Main goal:
To identify factors of rural developme Questionnaire survey on selected areas
of economic, environmental and soci6= (according to clustering) and selection of
statistical apparatus for their analysis. the RDP 2007-2013

To interpret results of questionnaire survey and
offer suggestions for agricultural policy for the
Czech Ministry of Agriculture

Fig. 1 Diagram of illustration distribution of thmain objectives into partial processes

Factors of rural development were selected, datéhfgr description on the municipal level
were gathered and statistically analysed. Subséguokaice of suitable multi-criterial
statistical methods was guided by concern to segquaditative assessment and determination
of dependences between factors, in order to cbasters. Selected statistical methods (e.g.
Principal component analysis, regression analydis) were employed to identify factors.
The project sought dependency between factors i@ @evelopment and the degree of
subsidies according to the type and size of subsidiawn from various measures of Axes 3
and 4 of the Czech RDP 2007-2013.

Correlation analysis

The purpose of the correlation analysis was tordete the relationships between variables
in the data set. To determine the possible cormesthetween pairs of variables we used the
Pearson and Spearman correlation analyses. Stangjation is pronounced whenever the
coefficient exceeds 0.75 (Hebak, 2005). At least ohthe two coefficients (Pearson’s or
Spearman’s) had to exceed the 0.75 threshold ir ¢odbe considered strongly correlated.

Data source

Data for analysis come mostly from the Czech Ste#isOffice (from census, demographic
data on municipal level, Little lexicon of municlpes), Czech Office for Surveying,
Mapping and Cadastre (aggregates on land types)istli of Labour and Social Affairs,
Ministry of Agriculture, publicly available data®as on municipal budgets
(www.rozpocetobce.cz). There were also used resifilts 2012 internal research project at
IAEI. Drawing of RDP subsidies is considered ag2®¥ebruary 2013.
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Questionnaire survey

The qualitative part of the research verified tbguits of the statistical methods through field
research carried out by telephonic survey of a tipewire. The main outcome was an
assessment of causal links among selected factatsidentification of characteristics of
significant factors influencing the utilization sfibsidies under Axes 3 and 4. The survey was
carried out on a sample of 509 respondents. Thelsaaf respondents was composed of
successful applicants from the various measurestJAdes 3 and 4. Individual Measures
were represented as follows (N = 509):

« 11l.1.1 Diversification of non-agricultural activiis (N=54),

* [ll.1.2 Support for business creation and develampn@®=89),

* [Il.1.3 Promotion of Tourism (N=48),

« 111.2.1 Village renewal and development, publicifities and services (N=116),

« 111.2.2 Protection and development of the ruralitagie (N=27),

* IV.1.2. Implementation of local development stragsgdN=175).

Sampling was by random selection from a databasentifies meeting the criteria on

minimum representation of respondents for each ameaand in each community according
to the 4 clusters. The method of data collectiod processing was sub-contracted using
CATI (Computer Assisted Telephone Interviewing)atistical data processing was carried
out with the software SPSS for PC.

The sample of respondents was divided into thewioilg categories:
¢ Municipality or Group of municipalities (N=231),
* Non-state non-profit organisation, public welfamrenunity organisation, registered church
(N=56),
e Agricultural entity (N=100),
« Business entity outside agriculture (N=122).

The survey was influenced by the results of statistests (e.g. choice of villages according
to clusters) and by discussions of the authors available literature.

Results

In the quantitative part of the research, the seteandicators (covering the three areas of
rural development: economic, environmental and csdemographic) were gathered in a
table. (Indicators were represented in the coluamsindividual municipalities in the rows.)
Thus a an ,indicator matrix“ was created with 4diaators for 6250 municipalities in the
Czech Republic. The level of support within Axeartl 4 was summed up from a database at
the Czech Ministry of Agriculture on subsidies e tRDP15

During statistical evaluation, the data were fpsbcessed. In order to assure comparability
(e.g. per population, per area, etc.) some dat& wenverted. Missing observations were
substituted by interpolated average values fomthaicipality size, as defined by the Czech
Statistical Office. ¢SU, 2013).

Exploratory analysis was conducted to sift outgathrs with low variability.

The database was reduced after correlation analfsisor analysis was used to assess
relations between indicators. Altogether 36 indicaitsurvived the correlation analysis and
entered the factor analysis. Factors were extraosdg Principal component analysis.

Eigenvalues of individual factors suggested th&able count of factors was between 13 and

15 From 1.1. 2007 through 30.6. 2013
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16. These factors had eigenvalues greater thaloge t 1, which is according to Kaiser rule
the appropriate threshold for determining the facmunt (Hebak, 2005, Manly, 2005). The
aim was to capture variables with loads exceediegabsolute value of 0.6. Some indicators,
however, posted lower values. The following lissciébes the factors:

Joint factor of facilities and population density,

Environment of the municipality,

Education and share of employment in the secorskzntor,

Transport distance in general, including transpad local employment sub-region,
Employment summary

Expenditure per Axis, or per Measures 1.3.1.,

Demographic indicators: Age index, Population gioamnd Economic activity,
Municipality’s tax revenue and investment activity,

Measures 3.2 and leader,

10. Employment in the primary sector, municipality aseal locality count, net migration,
11. Measure 3.3.1.,

12. Share of applicants and

13. Presence of water and gas infrastructure, distemttee County (,kraj*) capital.

CoNorWNE

Results of Cluster Analysis

Municipalities were clustered on the basis of ssavé either all thirteen or five the most
significant factors.

Model 1 (based on 13 factors) suggests that muaditigs with worse conditions and results
can be observed along the border with Saxony, Bavdpper Austria and in the region of

Znojmo, as well as along the border with Polanthmregions of Jesenik and Bruntal. In the
internal Czech Republic such municipalities canfdaend mostly on the outskirts of some
districts (,okres") in Central Bohemia, South BohamHighlands and South Moravia.

Clusters of municipalities with worse conditionsdha higher unemployment rate, higher
index of age, more significantly negative naturapglation growth, higher average distance
to employment area, or a higher share of employnnethe primary sector.

Model 2 yields a more compact clusters of munidijeal indicating worse results (cluster 4,
darkest colour), as plotted in Figure 2.
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Zpracoval: 3.9.2013, Hlavsa, Kutera ! ) il Il |

Fig. 2 Cluster analysis generated four groups afiinipalities and ordered them from the best
(1) to the worst (4)

Clustering was made on five selected factors. iBtaion of clusters within the Czech
Republic is similar to Model 1. The border regi@me equivalent, but in addition cluster 4 is
now more present also in the county of Usti, in tbgions of Znojmo, Jesenik, Bruntal,
Prerov and in the northern Bohemian outcrops. ContbtweModel 1, clusters 1-4 are here
characterised by smaller variance in average italisasuch as Age index, distance to
employment area, share of university graduates,agnigultural indicators. As for drawing
RDP subsidies, Cluster 4 indicates the highestamesin Axis 1. Measure 3.1. was least
drawn upon in Cluster 2, measures 3.2. and 3.3Qluster 1, and measures 4 in Cluster 2
again (although here the average is very similaCltesters 1 and 4). Model 2 was used for
selecting municipalities for questionnaire survaytérms of statistical representation of all
four clusters).

Qualitative results

The aim of this analysis is to help identify thettas determining the economic level of
municipalities, including the level of drawing afrfds represented by measures of the RDP.
Subsequently we seek clusters of municipalities treve worse monitored indicators -
including drawing on RDP funds. Such categorisatind clustering serve for better targeting
of qualitative analysis (questionnaire) and forestgning differences between "stronger and
weaker" municipalities. The distribution of respentt is shown in Table 1.
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Tab. 1. Number of applications for subsidy submitted bgpandents, sorted by clusters from
5 indicators

g8: How often did you ask for subsidies from RDPR 22013 (without regard to success)?

number
of app. |cluster 1 |% cluster 2 |% cluster 3 |{% cluster 4 |% all %
1 66 29,20 35 24,48 15 21,43 16 22,86 132 25,93
2 41 18,14 19 13,29 11 15,71 19 27,14 90 17,68
3 32 14,16 19 13,29 12 17,14 9 12,86 72 14,15
4 21 9,29 29 20,28 7 10,00 10 14,29 67 13,16
5 35 15,49 7 4,90 8 11,43 5 7,14 55 10,81
6 8 3,54 14 9,79 4 5,71 3 4,29 29 5,70
7 5 2,21 11 7,69 8 11,43 2 2,86 26 511
8 5 2,21 3 2,10 2 2,86 3 4,29 13 2,55
9 5 2,21 5 0,98
10 4 1,77 4 2,80 8 1,57
11 1 0,44 1 1,43 2 0,39
12 1 0,70 1 1,43 2 0,39
14 1 1,43 1 0,20
15 1 0,44 1 1,43 2 0,39
16 1 0,70 1 0,20
17 1 1,43 1 0,20
19 1 0,44 1 0,20
25 1 1,43 1 0,20
30 1 0,44 1 0,40
celkem 226 100 143 100 70 100 70 100 509 100

source: data UZEI

Respondents most frequently submitted only oneiegtn for support (26%). However,
submitting more than one was also relatively frequéhe average number of applications
was 3.6. Respondents were fairly successful wigir tiequests - 39% of those who submitted
multiple applications were successful with all apgtions! Only a tenth of respondents who
submitted multiple applications were successfdéimer than half of them.

If respondents had to re-apply for support forrailsir project, most of them would require
the EU to provide at least one half of the fundslyC.6% of respondents would be willing to
cover more than 50% of the project’s costs from o@sources. 3% of respondents would not
apply for a subsidy again even if they only haddger mere 10% from their own funds.

Almost a half (49%) of the respondents only learabdut the possibility to get a subsidy
through a personal contact with a competent peftbenmayor, professional consulting firms,

friends, consultant). A large proportion of respemnid also used information from the Internet
(44%). Almost three quarters of respondents haeel wsitside help with the preparation of
the project (72%). Two-thirds of those who have dudereign aid were helped by a

remunerated consulting firm (65%), the rest uspdoabono advisor, they mayor or someone
else (5%). Less than a quarter of institutions iokthinformation without assistance.

The main reason for requesting financial assistéimee the Rural Development Programme
was planned investment to improve life in the g#aor region (78%). The second most
frequent reason was the need to fill gaps in seraied to fulfil legal requirements. 4% of
respondents wanted to start their own businesthdivast majority of cases, the request was
initiated by the respondents themselves (90%) (@&gufigure 4).
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Fig. 3 Motivator for put in an application accorgito clusters

According to type of applicants

all
enterpreneur no farmer
farmer
NGO
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0% 20% 40% 60% 80% 100%
B removal of deficiency in operation (requirements)
i civils investment (better environment)

M enterprise initiation

M other

Fig. 4 Motivator for put in an application accorgito type of applicants

The main reason for requesting financial assistéimee the Rural Development Programme
was planned investment to improve life in the g#aor region (78%). The second most
frequent reason was the need to fill gaps in seraied to fulfil legal requirements. 4% of
respondents wanted to start their own businesthdvast majority of cases, the request was
initiated by the respondents themselves (90%).

Statistical analysis indicates that one of thergfest factors for drawing on subsidies was the
level of facilities in the municipality. As popuiah declines, there are fewer primary schools,
sewers, health centres. At the same time decreggpglation density is associated with

rising employment in the primary sector and lowesé&condary (e.g. manufacturing). A sub-
group of respondents indicated that the greatesivendor drawing on subsidies are

investment in projects which will improve the antezs (mentioned by 78% of respondents
overall). Regarding the type of organisation apmyfor a subsidy, the results indicate the
greatest motivation for the municipal authoritidsernselves (97%) and the smallest
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motivation for entrepreneurs (53%) whose motivedube starting a business (11%) and
other (13%). Regarding the cluster segmentatianuiicipalities, the results are summarised
in Chart 2. It is evident that applicants from nuaipalities in Cluster 1 (,best”) use subsidies
for a greater variety of problems than just locakaities.

Some measures may be difficult for the applicartjgat documentation and administrative
requirements may be more demanding. More than & diabpplicants seek help with
preparation of the project. The greatest shareetf-beekers can be found in Measure 3.1.2.
Starting a business (83%), the smallest under 3Rxdtection and development of cultural
heritage. Regarding the type of organisation, thetravid help-seekers were non-agricultural
entities, the least avid publicly welfare commuratganisations, NGOs and churches (59%).

When an applicant requested outside help with ptgesparation, the most frequent helpers
were paid consultants (65%) or a mayor or a colleagorking pro bono (23%).

In order to set the rules appropriately it is intpat to know the level of support necessary to
be bearable for the applicant during the projeaea@st own contributions can be seen
among business entities in agriculture and outgrest of them can contribute between 40%
and 60% from their own resources). The lowest ress$i for co-financing can be found
among churches, NGOs and community organizatioms ajority around 30% of own
funds).

Respondents were offered a set of factors to bdedran a four-point scale as to their
influence on the success of the project. The gsedéetor of success was deemed by the
respondents to be small number of young peopldhéncommunity (17%). Other factors
(share of commuters, distance from the town, sdaeducation) were considered to have a
minimal effect (under 8%). The results suggest thaside influences (not determined by the
applicant) do not play a crucial role in drawindpsidies. In terms of individual Measures, the
greatest strength of external factors can be faumder 3.2.1. Renewal and development of
countryside, and almost none at all under 3.1.EBification of activities.

Creation of jobs within Axes 3 and 4 projects prbive be a somewhat problematic indicator.
Only 28% of interviewed applicants created jobsrduthe implementation of the project. Of
those that did, most often it was one job (40%odif ¢greating projects) or two (29%). The
average was 2.4 jobs per job-creating project. . angjority of these jobs were on full-time
basis, only 14% of respondents created a partjmmeln 70% of cases the created job went
to a local resident. The greatest barrier to jaation was reported the disproportionately
necessity to keep on the job (5 years). Measure.3Rotection of cultural heritage and
Cluster 2 municipalities provided the greatest ages of created jobs per project.

One third of respondents believed that demandhieir products or services is growing in the
last five years. Absolute majority see a stagnatiagnand over the same period (57%), 4%
observe a decline and 6% see volatile demand.

A clear majority of respondents (53%) reported tthagir organizations do not face any
competition in their activities, 17% of respondeetperience mild competition, one fifth face
significant competition and one tenth are facechirce competition. The competition is
mainly located within the region (45%), in the CGzeRepublic (23%) or in their own
municipality (19%). Respondents considered theesdattor to be most stable, but also one
offering the least ,growth* or improvement. The gtest competition is faced by the business
sector, especially outside agriculture. Such competis variable dispersed among local,
regional, national and EU.

The relationship of the applicant with the munidifyahosting the project is another factor
affecting business in the region. The vast majonfy respondents live in the same
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municipality where the supported project was immatad (83%). A clear majority of them
had lived there from birth (57% of those who livethe same village). Respondents living
outside of the village usually live in the neighbag village (35%) or in a more distant
village of the same district (okres; 35%). The gomivs is that more than nine out of ten
respondents at least occasionally participate mrnaanity events in the municipality where
the project was implemented (70% actively, 21% sicoally). A majority of them are
members of the municipal council (51%) and locglamizations or associations (53%). They
participate in the village life also in other wapsoviding services to the municipality (79%),
helping to organize public events (82%), providengorship to the local authority or
community organizations (76%).

Conclusion

Analysis of publicly available data through statisk methods (clusters and correlation
analyses) provides valuable information on theratgon among development factors, but
has not brought sufficient depth in explaining watécts the individual drawing of subsidies
under Czech Rural Development Programme for theg@&007 - 2013, Axes 3 and 4. For
that a qualitative research among individual ajaplis is necessary.

Measures that lead to a greater diversificatiothefrural economy create in essence a space
for the use of local resources, including local pamer. The results of the questionnaire offer
insights that it is exactly the business commumiho has in most cases positive links with
local residents, non-profit and community organaa and village authorities. These ties
may not be directly related to the business but #tengly feel competition in their business
from outside. In this case the projects undelBADER can play an important role because
there is a presumption of cooperation, particigatd public and private sector, bottom-up,
according to the real needs of people from rurehsr

Initial information about the project is receivedimast exclusively at random by the
applicants. At a second stage of application theydn services of paid advisors. This does
mean additional jobs. They will not appear in tiffec@l job count of the project but can be a
source of jobs for rural job-seekers. We can recenunincreased publicity, promotion and
training on the use of public funds in rural deysfent for the next period. The Rural
Development Programme is about to experience clsangbe years 2014 - 2020 when there
will be fewer Measures (and probably also less mprdirected at developing rural
communities and business. There will thereforerbeven greater emphasis on the ability of
potential subsidy applicants to seek out also oimarces and to father new skills and
experience.
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Annotation: European integration and the Common Agricultu@idy (“CAP”) are inseparably
linked. The Agenda 2000 brought on a new dynamitheir interaction and introduced, among
other features, two equivalent pillars of the CAfreduction support and rural development. This
fundamental movement in the post-Lisbon EU impée®inforcement of the co-operation on all
levels. The European, as well as Czech, strategyufal development cannot attain the desired
goals without the active involvement of EU citizel$ie modernized program for the support of
agrarian space in the form of sustainable developnaed the increase of competitiveness
continues on during 2014-2020 when the II. Pillathe CAP reflects the priorities of the strategy
Europe 2020 in the post-modern environment. ltesathe question of the extent and intensity of
the materialization of these priorities through #wivities of farmers while using information
systems and information technologies (“IS/IT”). €agfarmers producing and commercializing
bio-products are a relatively homogenous group tighpotential to join the community led rural
development through its IS/IT. A search and assessmas performed concerning whether these
farmers effectively and efficiently use their imiet Websites, for their operation as well as for
rural development according to the II. Pillar of EAThe performed investigation and
methodological rigorous processing of data leadsstioprising results, namely the Czech
Biofarmers understand 1S/IT, and despite a lackpwblic support, they use them reasonably
effectively and efficiently for their operation atfiey are open to consider other types of their use
including the co-operation with third parties adlwas local and public authorities.. Sadly, theg ar
not aware about e-format of EU and national rustworks and thus one highly appropriate
venue to get them involved in the Community-leddkwia Websites is, so far, missed.

Key words: Biofarmers, Common Agricultural Policy (“CAP”), Ral development, Websites.

JEL classification: M15, Q13, R11.

1 Introduction

The success of the European integration in thensedecade of the 21st century strongly
depends upon the effective and efficient use obwations, which typically take an intangible
form and their example par excellence is Infornraggstems (“IS”) operating based on using
Information technology (“IT”). The IS-IT offers nainly optimal solutions, but also support
to reach such solutions in an interactive manmeparticular the Internet and social networks
have the capacity to become an open e-platfornti giakeholders of rural development and
to facilitate an active engagement and involvenignithe ultimate addressees, European
farmers. The e-network of e-networks, the Intermdigws for the access to a system of
interlinked hypertext documents, the Websites lgglanto European institutions as well as
European farmers. Since a Website is a set ofecklahd connected Webpages located and
served by domains around computers with appropstigage capacity or similar Internet
devices (KOHLER, 2011), each institution, entity,imdividual from the EU can have or rent
such a server, register a domain and attach Webwith Webpages carrying information
about this individual or entity. Whether this happealepends strongly upon the information,
readiness and willingness of the individual or tgnto use it, and to take advantage of
innovations in general. A host web server is aagferfor a Website attached to a domain,
while a domain name is mainly a word indicator of I® resource, such as a personal
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computer and its sphere (MacGREGOR, 2012). Theesegpace can be rented and the
domain name registered under TLD .eu or another fdr[just a few EURSs.

Sustainable development lies at the core of Europegagration and belongs to EU priorities.
The famous Common Agricultural Policy (“CAP”) beganthe start of European integration
and its evolution led to two pillars — productiompport and rural development, while the
Liaison Entre Actions de Développement de I'EcompmiRurale (‘LEADER”) initiative
became a critical methodological approach to thralrand regional development with the
involvement of Local Action Groups (“LAGS”). Not $t1 because the new strategy launched
in the EU in 2010 for the new decade (“Europe 2Q02fesses sustainable and inclusive
growth while using IS-IT (EC, 2010), but as wellchase it is logical and appropriate, the
objectives of the CAP should be met while usingyiiale as well as intangible instruments, as
Websites. The Lisbon Reform Treaty from 2007/208Rects this by stressing the need of
sustainable development, the promotion of technodd@dvances and networks” support to
communities. Although modern EU policies need acparticipation of all stakeholders in a
manner going even beyond the principle of sharedagement (PETERS, 2014) and the
Internet can be a great vehicle for it (MacGREGQ®&]3a), especially if Websites are used
(MacGREGOR, 2013b), the EU law and institutionsnzdrorder EU citizens to get their own
Websites, linked to a central EU network and atfigcemmunicate and support the European
integration. Although innovation significantly imgta the professional, social and private life
in the EU (MacGREGOR, 2012) and is a well recogmhitactor for regional economic
development and growth, it is still unequally distited across different parts of the EU
(COPUS, 2008). The task for a player higher in@#& hierarchy, as well as for national
authorities of EU member states, is to inspireiaddce farmers to use IS-IT in their business
and get involved in the Community-led Rural Devetgmt while actively working with their
Websites and the Websites set by the EU and nat@otorities, e.g. European network for
rural development (“ENRD”) and national rural netk® (“NRNs”). Both, ENRD and NRN,
were established based on the Council Regulati@) (0. 1698/2005 as the hub to connect
rural development stakeholders and support theimettp approach with the employment of
IS-IT. Websites of ENRD and NRNs were duly launcleedl linked to be efficient and
effective, but demonstrably they reach differenele of customer friendliness and arguably
some of them serve better stated goals than otfibese differences might reflect regional
particularities and/or different levels of commitmef national authorities.

Clearly, the Internet is an important venue fori@gdture operations, and appropriate Website
presentations increase the competitiveness of famdsfarmers (SMEJKALOVA, 2013). In
addition to e-marketing, e-commerce and other featwf agriculture e-business, these
Websites can become instrumental for the CommuedyRural development and vital for
the application of the bottom up approach. Eurofeamers should be actively involved in
the work on CAP goals and objectives and should tkvantage of IS-IT for this purpose,
their high competitiveness and strong commitmentdoal development should be projected
in the appearance of their management of their dgnrathe selected domain name (Huber,
2010) and Website. And what is reality? How doé®mogenous group of farmers from one
region feel and act in this respect? What do thegwk say and do in this respect? The
combination of information stated and implied bteiwiews of Czech Biofarmers and of their
Website observations and study sheds a new lighktteénunjustly overlooked sphere of the
commitment of bottom CAP players to the rural depetent and their use of IS-IT.
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2 Materials and Methods

The selection of material and methods was perforb@sgd on a rather atypical objective to
perform an investigation of a predetermined setWxbsites operated by or for Czech
Biofarmers and assess, on that basis, the natweexent of their commitment to rural
development, and in general the level of their awvass and endorsement regarding programs
within the 1. Pillar of CAP and the Community-l&tural development. A triad of sources,
approaches and methods was chosen. The first calerselevant legal, scientific and
academic documents and their dividing analysis. $&eond deals with the description,
testing and functional comparative assessment @i\Websites of a relatively homogenous
group of Czech Biofarmers. The third focuses onstjaenaires, answers provided by the
selected Biofarmers and related implied informatidh collected data and information will
be evaluated, based on quantitative analysis withdshoc qualitative complementation. Thus
the comparison of preselected Websites will be dorparallel with a terrain field search and
guestionnaires to be completed by the pertinenfaBiters. The ultimate assessment of
Websites will target their contribution to goalsdapriorities of the IlI. pillar of CAP in the
given region and the indication about the genesaraness of Czech Biofarmers in this area.
In the case of a negative finding, there will bggested a solution in order to improve the
development of the region and rural environmengeneral, and to assist Biofarmers to be
more successful in their activities and more inedlvin the Community-led Rural
development.They can thus become active pro-plageitse CAP and European integration.
The hypothesis will be set and refined based ointestigation performed.

3 Results and Discussion

Neither the post-Lisbon EU primary law, nor Eur@®20, nor Council Regulation (EC) No.
1698/2005 on support for rural development nor ofrevisions of the EU secondary or
supplemantary law set down a duty for Czech Bio@amio follow ENRD, NRN or to set up
their own Website. Similarly, the Czech law does inolude any such rule, and thus the use
or non use of the Website and the participatioman participation in the Community-led
Rural development is at the free discretion of @zdgiofarmers. Considering the
predominantly mono-cultural feature of the Czechkiety, a similar education level and
similarities in Czech Bioproduction, it may be as&d that, despite a lack of the legislative
mandate, the Czech Biofarmers will exhibit a coraple manner of the Website’s use for
their operation as well for the rural developmeespecially the Community-led Rural
Development. Therefore, five Czech Biofarmers hgvWebsites were selected, their
Websites were observed and they were provided avijhiestionnaire targeting qualitative as
well as quantitative elements related to their apen, to their use of IS-IT and their rural
development participation. The key purpose of thestjonnaire search was to determine
whether they effectively and efficiently use IS4dr their own operation and for the rural
development according to th&¥dillar of the CAP. Selection of the five Czech fBioners
was done by indicating a pertinent key word in #qwtomatic search engine and taking the
first five from the resulting list. All five duly ampleted the questionnaire and indicated
whether they agree upon their explicit identifioatin this paper or want to stay anonymous.

The F'examined Biofarm is the Biofarm Miroslav Horut, iat is located in RoZznov pod RadhoStem.
It functions ever since 2001, has one full time Eype and focuses on dairy products. Their Biomilk
can be purchased through automats and their chesgbdutter as well satisfy bio quality. A
particular attention is paid to the quality of puots and to the dignity of their animal life. Thendkin
name reflects the stress bio and the community, the TLD is national and the UBlachieve it is
www.biofarmaroznov.cz
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Fig. 1. Websitewww.biofarmaroznov.cand Websitevww.zelenydvur.czand Websitevww.freshbedynky.cz

The observation of the Website and its Website ssiggthat they are a semi-professional
platform addressing correctly and consumer frierdhyusiness aspects, but they are not used

for other purposes, such as community or rural ldgweent. A further insight is provided by
answers to the questionnaire.

Table 1.Questionnaire — 1. Biofarm examined - Biofarm Miew Horut — Source: Own processing

Question Answer Comment
Website since 2011 After 10 years
Who selected the domain name Website designeNot typica
Who manages the Website "d Barty

Did you receive any public support with your WebdNo

Would you like to receive it Yes

Cooperation with other farms No

Links to other farms on the Website No

Use of the Website for rural development projects No

Do you know what ENRD and NRN mean No

Receiving funding support from the EU, reg. Yes EU

The 29 examined Biofarmer agreed to complete the questioa but wished to be kept anonymous.
Thus, its name as well as domain name and URLbsilhot disclosed. This family Biofarm functions
since 2011, does not have any employees and foamsegork and beef breeding and honey
production. They sell live animals as well, andytlzerange for their processing. Their Website is
simple and provides merely basic data without attiteonal functions.

Table 2. Questionnaire — 2. Biofarm examined — Biofarm XXX8ource: Own processing

Question Answer Comment
Website since 2014 After 3 years
Who selected the domain nhame Biofarmer Typical
Who manages the Website 4 Barty

Did you receive any public support with your WebsitNo

Would you like to receive it Yes

Cooperation with other farms Yes

Links to other farms on the Website No

Use of the Website for rural development projects No

Do you know what ENRD and NRN mean No

Receiving funding support from the EU, reg. Yes e€@rMinistry of Agriculture

The 3¢ examined Biofarm is the Biofarm Zeleny i\ocated in Prague. It functions since 2006, does
not have any employees and focuses on bio vegstablé animals breeding, especially beef, sheep
and goat and meat production, and dairy produdts.domain name mirrors the Biofarm name and is
registered under the national TLD, the URL to aehid is www.zelenydvur.czThe observation of
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the Website and its Website suggests that theyadbher basic, a further insight is provided by the
answers to the questionnaire.

Table 3. Questionnaire — 3. Biofarm examined — Biofarm Bgl®vir — Source: Own processing

Question Answer Comment
Website since 2008 After 2 years
Who selected the domain name Biofarmer Typical
Who manages the Website Biofarmer

Did you receive any public support with your WebsitNo

Would you like to receive it Yes

Cooperation with other farms Yes

Links to other farms on the Website Yes

Use of the Website for rural development projects No

Do you know what ENRD and NRN mean No

Receiving funding support from the EU, reg. Yes EU

The 4" examined subject is not a Biofamer se instead it is a reseller of boxes with Bioproguct
named Fresh bedynky — YesFresh, s.r.o. It is ldcate Prague, functions since 2009, has 35
employees and focuses on cooperation with bioperducf fruits, vegetables, eggs, dairy products,
meat, etc., resells their products and providestiaddl services. The domain hame mirrors the
business name and it is registered under the ratidiD, the URL to achieve it is
www.freshbedynky.cAhe observation of the Website and its Websitgssig that they are a highly
professional and definitely customer friendly pbah, addressing exclusively e-business aspects.

Table 4. Questionnaire — 4. Biofarm examined — Freshbedyn®&purce: Own processing

Question Answer Comment

Website since 2009 Immediately

Who selected the domain name Biofarmer Typical

Who manages the Website Biofarmer External ad\asesell
Did you receive any public support with your WebsNo

Would you like to receive it Yes

Cooperation with other farms Yes

Links to other farms on the Website Yes

Use of the Website for rural development projects No

Do you know what ENRD and NRN mean No

Receiving funding support from the EU, reg. No INo public support at all!

The 8" examined agreed to complete the questionnairedpressed the desire to be kept anonymous.
Thus, its name as well as domain name and URL beillnot disclosed. This family Biofarm has

functioned since 2009, has five employees and Exos vegetable production. They sell live animals
and can arrange for their processing. Their Welisit® a professional appearance, the orientation

within is easy and an abundance of informationveelé to the main business line of this Biofarm is
provided.

237



Table 5. Questionnaire — 5. Biofarm examined — YYY — Souf@@n processing

Question Answer Comment

Website since 2009 Immediately

Who selected the domain name Biofariéebsitedesigner advice
Who manages the Website dBarty External advices as well
Did you receive any public support with your Webdito

Would you like to receive it Yes

Cooperation with other farms No

Links to other farms on the Website No

Use of the Website for rural development projects No

Do you know what ENRD and NRN mean No

Receiving funding support from the EU, reg. Yes e€@rMinistry of Agriculture

4 Conclusion

The structure of the EU rural development polidye t EADER Axis with Competitiveness
Axis, Environmental Axis and Economic diversificati Axis (EC, 2014) and their related e-
platforms of ENRD and NRNs seem unknown to theied@zultimate addresses. Even more
alarming is the lack of awareness about them bgessful Czech Biofarmers, which manage
to obtain EU and/or Czech support and demonst@td lunderstanding. The rate of their
innovative activity with respect to Websites of4gbeSMEs differs, but does not reach a level
of serious disparity and the innovative gap in tleispect is less significant than as observed
in other studies (Copus, 2008). Plainly, Czech #&iwmfers understand the meaning and
importance of domain, domain name and Website asgite the lack of any public guidance,
they manage to get on their own, with a possibld pasistance by a third party, reasonable
domain name registration, create Websites and neati@gn. The large majority of the Czech
SMEs actively use their own Websites (Asociace, 320and the Biofarmers are not
exceptions. Sadly, this potential is not explored manifestly the opportunity to link them to
various rural development or other projects is eds3 he Community-led rural development
and the famou&ottom upapproach need their active participation and matlyfehey are
even not aware about it. In addition, they unanisipexpress their interest to get more
assistance with their Website and their open ujpr Weebsite for usage for other than e-
business activities, i.e. even for rural developindime EU rural networking as correctly
described (Peters, 2014) can hardly reach suctessh a potential is not explored and this
aborted, and especially if these aborted oppostundcurs in the well known setting of
economic disparity (Rysova, 2009). A further resbashould be performed to specify
instruments to correct this deplorable situatiomhvdignificant negative consequences and
which probably can be improved by a rather simpt@ange in methodology and by
enhancement of awareness of an already very aldrt@operative auditorium. The positive
attitude of Czech Biofarmers, and EU farmers inegah towards IS-IT along with Europe
2020 measures could lead to a new push for the Gomtyded Rural Development.
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Annotation: First, it is characterized the current situationthe field of Community-led local
development (further CLLD) generally and then iroteelected areas in rural areas especially.
First is focused more to the use of the informatod communication technologies. Second area
of use of CLLD which is compared with first is famd at benefits for beekeeping. In the
introduction the article describes the currentagitin in two selected fields which are appropriate
for use of the CLLD. Then it is discussed modelahhiescribes barriers to entry. The next section
describes data obtained from two different mondodemains. For evaluating of collected data
was ingested statistical software. At first phasgencollected data in monitored domains. Then
Porter's Five Forces Model was adopted. The metikogenerally well-known (Porter, 2008).
Porter's Five Forces Model is used as a holistipragch towards competitive strategy. Our
adopted model provides a framework for the stratefijiection of management teams that are
seeking an edge over their competitors and additifactors that may undermine profits. The
implementation of Porter’s Five Forces Model itresebe crucial on business practice in order to
establish a successful countryside operation atidceecost of expansion. Implementation of the
model increases the chances of success for firaisatte considering branching out or simply
starting a new company in rural areas. The autimestionally chose two very different areas of
use of CLLD with very different amounts of investms very different amounts of tacit
knowledge and very different profit in each of batteas. Results of statistical processing are
disclosed and explained next. In further researithbe searched more exact model expressed by
differential or difference equations which can basscribe the situation in two above-mentioned
domains.

Key words: Porter's Five Forces Model, Community-led locavelepment, information and
communication technologies

JEL classification: C51

1 Introduction

Authors perceive Community-led local developmentl(D) like a tool for engaging citizens
at the local level to find solutions to social, Bammental and economic challenges we face
today. CLLD is an approach that requires time affidrte but a relatively small financial
investment can have a significant impact on pegppieés and creating new ideas and joint
implementation of these ideas into practice. In ifeoduction the article describes the
current situation in two selected fields which appropriate for use of the CLLD. First is
focused more to the use of the information and camoation technologies. Second area of
use of CLLD which is compared with first is focusatdbenefits for beekeeping. The authors
intentionally chose two very different areas of a$eCLLD with very different amounts of
investments, very different amounts of tacit kneadge and very different profit in each of
both areas. The situation in the provision of Inétrservices is known, customers typically
can choose these services from several interneicegoroviders (further ISP ). The situation
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in the second area is characterized by the satulewel of consumption of the product and a
global problem called Colony Collapse Disorder.ekpected, it can be seen that the situation
in both investigated regions are significantly eliéint.

2 Materials and methods

The goal of the paper was to compare by statistmals and methods these two different
areas and demonstrate the hypothesis about tlifgregice against level of barriers to entry.
At first phase were collected data in monitored dors. Then Porter’'s Five Forces Model
was adopted. The method is generally well-knownt@?p2008). Porter’s Five Forces Model
is used as a holistic approach towards competstiketegy. Our adopted model provides a
framework for the strategic direction of managenteams that are seeking an edge over their
competitors and additional factors that may undeemprofits. The implementation of
Porter's Five Forces Model it seems be crucial osiress practice in order to establish a
successful countryside operation and reduce cosixpénsion. Authors started with their
analysis from point of view of (Zang, Wolff 2004inplementation of the model increases the
chances of success for firms that are considernagdhing out or simply starting a new
company in rural areas. The Company’'s managemstesaitegic vision also benefits from
Porter's Model because it points out the forces #fi@ct the organization’s profitability. In
conclusion, Porter's Five Forces Model influendes profitability, product prices, costs, and
capital investment essential for the survival of aganization that is operating overseas.
Porter's model is fundamental for making stratedexisions and developing successful
countryside strategies that will ensure higheripabfe opportunities.

In this model, the strategic position of the firand its strategies, are determined by
competition with its traditional direct competitoRorter's model is about the firm’s general
business environment. Five competitive forces is thodel greatly affect and shape the firm.
They are, traditional competitors, new market emnsasubstitute products and services,
customers, and suppliers.

The competitive forces model describes competdideantage as, firms doing better than the
other because of access to more resources, or asimgnonly available resources more
efficiently. With the help of a greater knowledgé information and resources, a firm’s
revenue and productivity will grow. This positived§fects a firm and helps to achieve more
compared to competitors.

From this background we can derive four competigtrategies that firms can pursue and
how information systems support them:

1. Low-cost leadership

2. Product differentiation

3. Focus on market niche

4. Strengthen customer and supplier intimacy

Information systems support the “Low-cost leadgrsktrategy through production. Products
and services are produced at a lower price tharpettars and enhances the quality and level
of service. In the case of the “Product differetndial’ strategy is supported by information
systems by allowing the assembly of new products services. Which greatly changes
customer convenience and experience. A “Focumanket niche” strategy uses information
systems to enable a specific market focus bettan tbompetitors. The last strategy,
“Strengthen customer and suppliers” uses informasgstems to create tight links with
suppliers and develop loyalty with customers, @asoeasing switching costs.
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3 Results and Discussion

Our model started from detailed knowledge of aghaiyout both monitored domains and is
based at differences between these two fields ofstudy. At the base of analysis authors
build model which is characterized with some edigagiand some differences. The same is
the situation in Threat of Substitute Products erviges, because there is no substitute for
honey or services of Internet services provideuglfer ISP companies) in rural areas. At the
other hand there is the difference in amount of alefor honey bee and for internet
services. It exist difference in knowledge of pap@éants in both monitored domains. The
beekeepers have higher level of tacit knowledge, ($®@strovsky 2006), at the other hand
participants in field of internet technologies hdngher level of explicit knowledge and these
are more numerous. The implicit information is ilgastored and shared which is its
advantage. Generally the ICT projects have highdgbt than projects in field of beekeeping.
There are successful Leader projects in the fiélthekeeping in the Czech Republic or
abroad. On the other hand, the local ISP can usgta development funding from European
funds, such as the European Agricultural Fund faraR Development (EAFRD) and the
European Regional Development Fund (ERDF). Thetivelg low barriers to entry are
evidenced by the development of WIFI in the Czeepublic in the last decade. As a general
recommendation on the amount of the budget, ibssible to say that it is necessary to apply
for grants to the highest possible level becausetbject proposal and management is quite
high and the cost of project management is giveeUdalirectives.

Graph 1. Household spending on Internet traffic by housgircome
(annual averages in CZK per one member of the hmldp
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When authors quantified levels in their model ofrieas to entry, they analyzed data from
different sources from both observed domains,coeamunity driven projects of beekeeping
and ISPs too. The field of ISPs is mainly drivendngineering and craftsmanship abilities it
means, that it is easier to calculate costs anonies and the budget is usually higher with
higher number of specialists and workers. At thbeothand the projects in field of

beekeeping are use more workmanlike manners ant kiaowledge of beekeepers. The

budget of projects is lower led frequently to binfglof exhibits or museum of beekeeping for
wide society. In area of beekeeping CLLD projects @ten focused no only at beekeeping
museums but at education and training of young lpeapthis centers and other goal, see
(Museum of beekeeping), (Tarn Moor Apiary site) asttier projects. Of course exist
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projects focused on investments into beekeepingntdogy and machines which improves
effectiveness and efficiency of beekeeper’'s astisiand led to higher honey bee production.

All submitted projects in their own way to copelwifolony Collapse Disorder. Halbich and
Vostrovsky (Halbich, Vostrovsky 2012) described theoperation of the community
beekeepers with the state administration in cadiendtfng the spread of other epidemic fatal
disease of bees. In this case it was so calleAtierican Foulbrood disease.

In the next section, the authors detail with al&#s .In Graph 1. we can see, mainly in right
part of Graph 1., that prices of internet connectsiarted decrease, because we can
presuppose, that the amount of data is perman@mthgasing. It is important for future
incomes for new subjects in field of Internet seeviproviders. The new subjects must
calculate their own costs to overcome barriersrtwyein our model. If prices of internet
connection decrease then barriers to entry areshigtne payback period is longer.

In the next Graph 2. authors demonstrate dependaicywestments on internet subscribers
density for fiber optic. The dependences for wgeleonnection by WIFI technology is a bit
different but no important for our model. In bothses i.e., fiber optic and WIFI connection of
course exist effects of economies of scale whibit ahange both models, but with the same
way. When we compare situation between commer8Bldnd community driven ISPs, the
share of an operating expense (OPEX) to a capipéraiture (CAPEX) is different. In
community driven ISPs the OPEX is usually lower.REX is the same in both types ISPs. In
community driven ISPs the OPEX is decreasing fangxe by enthusiasm and volunteering
of members of community.

Graph 2. Investments for different internet subscriberssitgrfor fiber optic
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Dependence on population density results fromdhie of prices cabling and active elements.
In rural areas the internet subscribers densitgoimmonly lower than in urban areas and
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naturally investments depend on natural conditlikesplains or hills environment. The WIFI
technology is generally cheaper for subscribersubéartunately has lower transfer speed and
can less satisfy subscribers. The hills are bestegl for transmitters, but in hills areas may
arise shadows without wireless signal. The fibercojgchnology is less appropriate for low
internet subscribers density but at other handtrtdresfer speed can be substantially higher
than in the use of WIFI technology. The numbemambers of the fiber optic community
should more than one thousand of subscribers. Ca¢echura 2014) demonstrated that not
always the model using economies of scale can prole hypothesis was not confirmed
here. In this case, it may be erroneously chosethadelogy used incorrect data or may be
other reasons. The use of fiber optic technologyase industrial than the use of the WIFI
technology and of course the WIFI technology is enimdustrial than beekeeping. At other
hand the beekeeping uses more tacit knowledge R8s technologies, but use of tacit
knowledge in field of IPSs companies can led toeredficiency solving of problems in daily
operations. At other hand is harder to share ame sacit knowledge in field of ISP services.

4 Conclusion

In conclusion it can be said that there exist sinties and differences between in two above-
mentioned domains. The same is the situation iredthof Substitute Products or Services,
because there is no substitute for honey bee wicesrof ISP companies. On the other hand
there is the difference in amount of demand fordyohee and for internet services. The
demand of internet services (mainly data) is déofadinite. It exist difference in knowledge
of participants in both monitored domains. The leegers have higher level of tacit
knowledge, at the other hand participants in fadflthternet technologies have higher level of
explicit knowledge and these are more numerousnRios reason the barriers to entry in
field of human resources in the case of ISPs averldhan in field of beekeeping. For further
research is advantageous that historical changesée WIFI and fiber optics to allow more
precisely quantify the parameters of our modelSzaech Republic.
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Annotation: Our post-modern global society is reliant on infation systems and information
technologies (“IS-IT”). Agenda 2000, the Lisbonas&rgy 2000, Europe 2020 and the post-Lisbon
wording of the Treaty on EU ("TEU”) and of the &tg on the functioning of EU (“TFEU") show
that the European integration, rural developmedtwse of IS-IT are related priorities of the EU in
the 2% century. The Rural Development Policy as the seéqaliar of the Common Agricultural
Policy (“CAP"), required establishing an organizmt synchronized system called the European
Network for Rural Development (“‘ENRD”) composedNtional Rural Networks (“NRNs”) with

a clear need of an appropriate support of IS-ITe HU law created a mandatory framework,
member states launched their NRNs as a part oENRD in 2008, the whole super network
ENRD has functioned for over 5 years. Due to thmesapplicable EU law regime, technical
interconnectivity, identical goals and the commosthared recognition of the importance of IS-IT,
e-platforms of NRNs are clear subjects of a alteomparative analysis. Although various NRNs
belonging to ENRD have similar structural settiagsl modus operanditheir e-face is strikingly
different with a varying suitability notably for éhbottom up use and ultimate addressees. The
active period of ENRD approaches a semi-end, ithaMe no longer updated, its ripe for
balancing. It is instructive, as to the employmehtS-IT by ENRD and NRNs based on pre-set
criteria, and to discuss consequences and impitstialong with advice to help to meet stated
goals, follow the co-operation and bottom-up apphpaand improve the settings of
communication and awareness in regard to ruralldpueent at various levels as such.

Key words: Information Systems — Information Technology (1B8), European Network for
Rural Development (“ENRD”), National Rural Netwa{idRN), Website.

JEL classification: K23, M15, R58.

1 Introduction

The post-modern global society is heavily virtuatlzand dematerialized. Intangible scenery
world-wide, including the European Union (“EU”), iergely marked and shaped by
Information systems (“IS”) operating based on udmigrmation technology (“IT”), like the
application of computers, and other e-devices @sgisn the storage, retrieval, transfer and
manipulation of data. The IS-IT are typical examspté innovation which is an accepted
factor for regional economic development and groaia yet is still unequally distributed
across different parts of the EU (COPUS, 2008).eXnellent example of IS-IT is the e-
network of e-networks, the Internet with Websités.Website is a set of related and
connected Webpages located and served by a siogiaid. All publicly accessible Websites
constitute the World Wide Web (“www”), while sergeare all computers with appropriate
storage capacity or similar devices on the www (HER, 2011). A host web server is a
storage for a Website attached to a domain, whderaain name is mainly a word indicator
of an IP resource, such as a personal computeitsasghere, a server computer or a Website
(MacGREGOR, 2012). A domain name has a tree steietiod consists of names of nodes up
to the tree roots (SONNTAG, 2006). The Interneinsigantly impacts the professional,
social and private lives of millions of people aedtities (MacGREGOR, 2012) and its
appropriate use is critical for European integrat{MacGREGOR, 2013a), especially if e-
platforms such as Websites are used (MacGREGOR30Meanwhile, rural sustainable
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development lies at the core of European integnaitd belongs to EU priorities. The famous
Common Agricultural Policy (“CAP”), begun at theagtof European integration, serves now
many purposes way beyond mere generating and pngvad food.

The project of key EU institutions, Agenda 200Q: &ostronger and wider Union, COM (97)
2000 (*Agenda 2000”), was a policy and legislatpeckage entailing numerous measures
leading to the reform dividing CAP into two pillars production support and rural
development. The Liaison Entre Actions de Développat de I'Economique Rurale
(“LEADER?”) initiative in 1991 soon became the mamethodological approach to the rural
and regional development with the involvement otdloAction Groups (“LAGS”) gaining
importance. Modern EU policies need active paréitgn of all stakeholders, this goes even
beyond the principle of shared management (PETER$4). Such an active participation
needs the right framework and also e-platform. 00® there was issued by the European
Council as well the Lisbon Strategy of EU (“Lisb8trategy 2000”) requesting a framework
facilitating e-communication, e-business, and oth#angible methods and instruments,
including speedy Internet access. The interestgoad business environment for small and
medium sized enterprises (,SME"), which are typiftal agrarian operation with a potential
for rural development, was explicitly mentioned.eTlisbon Reform Treaty from 2007/2009
aided this evolution and the post-Lisbon EU primdayv underlines the sustainable
development, the promotion of technological advarared networks” support to regional and
local communities. In 2010 was launched a new Ebtexjy for one decade called Europe
2020 (“Europe 2020”), which addresses overcomihg e@conomic crisis and improves the
whole integration model while focusing on smarstainable and inclusive growth (EC,
2010). The Europe 2020 builds on lessons learreed the Lisbon Strategy 2000, and reflects
the CAP with its tangible and intangible format. a&oof the Europe 2020 are aided via
flagship initiatives, which follow successful lineSENRD, NRNs and their Websites.

The ENRD and NRNs were established by the Euro@anmission based on the Council
Regulation (EC) No. 1698/2005 on support for rudlavelopment, including ENRD and
NRNSs, as the hub to connect rural development btaélers from the EU especially in 2007-
2013. However, before or after 2013, the partneréleitween the private and public sector,
enhanced awareness, implementation of RDP, andmiation management, need to have
both tangible and intangible forms. The proclaimeggproached bottom-up stresses the
importance of interactive IS-IT and its Websitesyvided they are effective, efficient, and
customer friendly. The IS-IT are important instruntgefor agriculture, and appropriate web
presentations increase the competitiveness (SMEMIAA, 2013). It is highly instructive to
proceed in 2014 with a comparative assessment diagarformal, content, as well as
operational aspects of the e-platforms of ENRD waadous NRNs. Their Websites need to
reflect the background and scope of activities ufjects active in rural development and
induce their participation. The efficient and effee NRN Websites should inspire others.

2 Materials and Methods

The goals of the paper are to study, compare, atidatly assess the e-platforms of ENRD

and of various NRNs belonging to ENRD, namely thélebsites differences based on

selected conventional formal, content and operatideria. These Websites are instrumental
for the Community-led Rural development. It is resagy to explore materials and observe
resources and seek how to improve these Websit#htnce the rural development.

A myriad of methods with a strong focus on intesedplinarity, meta-interaction and
descriptive-comparative analysis will be employElde economic data will be extracted from
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various official and semi-official sources of the&) Bs well as the national provenience and
the legal framework information will be acquireddbgh a descriptive and summarizing
study. Additional data, especially of an IT andistmgical nature, will be obtained by direct
observation and field inquiry. The resulting blazfkknowledge related to ENRD and various
NRNs Websites - their formal (placing and wordirfgdomain name, design, etc.), content
(provided information, language versions) and ojpamal aspects (functionality, search
mask, interactive elements) - will be comparativatyutinized. The implied conglomerate of
preliminary findings will be classified and asseksdath quantitative as well as qualitative
instruments, with an employment of forensic techeg and Meta-Analysis. The
discrepancies and reconciliation inappropriatenass addressed by additional research
targeting problematic elements generated by thepaoson of Websites of ENRD Website
and NRN Websites in the Czech Republic, Francem@ey, Poland, Bulgaria and Slovakia
based on the set criteria. The ultimate assessofiéiiebsites shows that these NRNs follow
a slightly different IT/IS approach, demonstrateimas levels of national commitment and
customer friendliness. Their comparison suggests they could be improved to inspire and
facilitate the involvement of the bottom stakehaoddi@ the rural development.

3 Results and Discussion

The formal, content and operational aspects of WWebhef ENRD and selected NRNs will be
indentified, classified, compared and criticallg@ssed in the light of the goals and objectives
of CAP. Their differences will be discussed, dilseir capacity to facilitate the interaction
between stakeholders of the ENRD and NRNs andftonmand induce bottom stakeholders
in the Community-led Rural Development. ENRD wamed to support effective rural
development in the EU by generating knowledge audifating the information exchange
and cooperation. The ENRD e-platform was designtdethe sharing of information about
rural development, especially in the connectiviifhNRNs and LAGs, and was launched in
2008, the ENRD Contact Point ceased its activisie§" July 2014. The ENRD Website has
not been updated since'0une 2014 and thumtp://enrd.ec.europa.eu/en/home-page_en.cfm
is just an archive version. Considering formal atpehe Website for ENRD was linked to a
sub-domain attached to a domain registered witténTop Level Domain (“TLD”) for the
EU and the name of the sub-domain was conceived &sur part indicative reference
reflecting four domain levels,enrd.ec.europa.euand the URL link to the Website is
http://enrd.ec.europa.efhe design of the introductory Webpage is ministial and is rather
merely a gateway to 6 (!!) full language versi@msl to 8 reduced language versions, called
light versions. It is worthy to note that there @ official languages in the EU, that th& 6
full version of ENRD Website, after the conventibgaintuple (EN, FR, DE, IT, ES) is
Polish (PL) and that one of the 8 light version&BIRD Website is Czech (C2).

]

Fig. 1. ENRD Websitéhttp://enrd.ec.europa.eahdhttp://enrd.ec.europa.eu/enrd-static/en/home-pagbtrel

Regarding content aspects, it is necessary to dickhe introductory Webpage and move to sub-
Webpage, e.g. in the English full versidmtp://enrd.ec.europa.eu/networks-and-networkimg/nr
information/en/nrn-information_en.cfrwhich is conceived as a complex and abundantiresawith
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a set of interactive elements and links to othgrdrtant and thematically related Webpages, such as
the Webpage for Rural Development Gateway 2014-204& search mask is located on the right side
and in the middle and in the lower part of the Wadmgpare actively moving banners, which may be
perceivedorima facieas attractive, but in the case of a search farinétion are rather distracting and
confusing.Operationally, the functions of the ENRD Website &ully active and their speed and
smooth operation is preserved even after July 20fds, through interactive links offered in verhal
well as logo form, e.g. click on the national flAyebsites of NRNs can be promptly reached along
with introductory information about the particul&lRN. In the case of the Czech Republic, the
Webpage of ENRD s http://enrd.ec.europa.eu/enrd-static/networks-agtdrorking/nrn-
information/czechrepublic/en/czechrepublic_en.htwihich offers a link to the Webpage (!not
Website!) of the Czech NRNttp://eagri.cz/public/web/en/mze/national-ruratvagrk/.

The Czech Republic launched the NRN, in Novemb@&82@s a part of the ENRD in order to
reach ahigher efficiency of the Community-led Rural Devyateent and cooperation on various
levels. The Czech e-NRN, as other e-NRNs, shouftbat the integrated and active bottom up
approach to rural development. For example, Czachdrs should benefit from such an IS-IT support
and get actively involved in rural development. €idering formal aspects, the domain for the
Website of the Ministry of Agriculture of the Cze&tepublic is registered under country code TLD
(“ccTLD”) for the Czech Republic .cz and carrie® tdhomain name éagri.cZ, thus the link is
http://eagri.cz/public/web/mzeln order to reach the pertinent Czech NRN Webgpagiher a set of
steps needs to be done or the correct long linicateld. Regarding content aspects, the Czech NRN
Webpage has a Czech and English version. A cureueyview demonstrates their differences.
Operationally, the Czech NRN Webpages show a seatsnfes. The access is complex and not
intuitive. The URL is long and the access-link datéwo extra stepsenkovand Program rozvoje
venkovaCR and their placing on the Webpage is “hidden” betwether linking options. Fortunately,

a search mask is included. In order to evaluatertbetioned issues of Czech NRN Webpages, three
NRNs from larger EU member states are reviewedydfreGerman and Poland, and two NRNs from
smaller EU member states, Bulgarian and Slovak.

AGRI » = Venkoy AU AR & =

— §- aa =
[ = il

Fig. 2. Introductory Webpage of the Czech Ministry of Awgtiurehttp://eagri.cz/public/web/mzahd of the
Czech NRN in Cattp://eagri.cz/public/web/mze/venkov/program-rgeveenkova/and of the Czech NRN in
EN http://eagri.cz/public/web/en/mze/national-ruratwerk/

France complied promptly and enthusiastically witbw CAP requirements and joined ENRD
network. The French NRN Webpage as a part of ENRib&Ne was officially launched in December
2008 under Uniform Resource Locator (“URL") http://enrd.ec.europa.eu/networks-and-
networking/nrn-information/france/en/france_en.cfiowever the linked French NRN domain under
URL http://www.reseaurural.frivas already in operation since April 2008. Conside formal
aspects, there is a special domain only for NRMé&hdssues within ccTLD for France .fr. Thus the
electronic access to NRN is easier for French fesntiean their Czech counterparts. They can just
intuitively type the equivalenhetwork and rural, i.e. resau rural or resaurural.fr, and get to
http://www.reseaurural.fr/Only a French version is offered. The search nieske is in the middle
of the Webpages. Top bookmark leads to Webpag&$é oégions. No moving banners are included,
the information is provided in an organized andistaanner.
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Fig. 3. Website of the French NRMtp://www.reseaurural.féf the German NRN
http://www.netzwerk-laendlicher-raum.de

The German determination to master IS-IT and to @ad act accordingly is shown by their e-
participation in ENRD, in the EU project of the TLBu, and in other Internet domain related issues,
such as new gTLDs (MacGREGOR, 2012). The GermarN,NRationales Netzwerk fur den
landlichen Raum Deutschlandnd its e-platform was prepared way before 2@68js witnessed by a
Press Release of Memorandum by European Commi$siom 20" December, 2007. There is a
special domain only for NRN within ccTLD for Germame. The domain name is rather complex and
entails three words separated by two hyphen symbblsée. German equivalents afetwork rural
andspaceare in the URL http://www.netzwerk-laendlicher-raum.d€dnly a German version of the
Website is provided. Operationally, it needs topménted out that special Webpages for German
regions,Landern are offered under URhttp://www.netzwerk-laendlicher-raum.de/regioneNb (!)
search mask frame is offered and no moving bararersicluded.

The Polish assertion was successful in the areieBN&D e-platforms, where to the conventional 5
“top” languages - EN, FR, GE, SP, IT - was addelisRoThe URL for the Polish NRN Website is
http://ksow.gov.pl/and http://ksow.pl/ Poland took advantage of modern IS-IT allowingttbne e-
device can be linked to more domains and thus asidetan be reached by indicating various domain
names (KOHLER, 2011), i.e. domaiksow.pland ksow.gov.pllead to the Polish NRN Website.
Poland reflected the scientificly proven preferen€@isers for short domain names (HUBER, 2010)
and usedksowinstead ofKrajowa Sie¢ Obszarow Wiejskich.e. Regional Network of Rural Areas.
The Polish NRN Website offers an English versiothwi slightly reduced content. Both versions have
the search mask in the top right corner. Understta@ch mask is a map of Poland and with a click on
a region, the redirecting to the pertinent Webpageurs. The Webpages of regions have a similar
design to the principal Polish NRN Webpage, makirgorientation easier. The absence of distracting
moving banners enforces the customer friendliness.

The URL for the Bulgarian NRN with the Websitehisp://www.nsm.bg/Considering formal aspects,
there is a special domain only for NRN Bulgariasuss. The domain name consists of the NRN
abbreviation and TLD indicatiomsm for Nacionalnaja Selska MreZzmeaning NRN, andbg. A
quasi-full English version is provided under URittp://www.nsm.bg/en No special regional
Webpages are offered on the introductory page,vimitbookmark of the Local Action Groups
(“LAGSs") a similar effect can be reached. The shamask is in the top right corner, no interactive
banners are included. The URL for the Slovakian NRINmain with the Website is
http://www.nsrv.sk/ it uses the NRN abbreviationsrv for Narodna si€ rozvojevidieka,and Slovak
ccTLD indication, .sk. A light English version isqvided, both versions (!!!) offer sub-Webpages of
regions with contact information. The search mashktypically in the top left corner, no interactive
banners are included.

EU member states complied with Council Regulati6@8(2005 and other provisions of the
EU law regarding e-platform for ENRD and NRNs. Tladlydecided to link NRN Websites
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and their domains registered within their ccTLDg, ot all EU member states have a special
domain for NRN. There are large differences in mhethodology, in the selected domain

names, in the Website and Webpages design, elcWébpages are operational, but their
efficiency, effectiveness and especially customentlliness are extremely diverse.

Table 1. Comparative overview of criteria as applied testdd Websites and Webpages (Y=yes, N=Non)

Own Domain Length, Language Comment
Versions, Search Mask.
Regional Webpages,
Interactive Banner

ENRD N, Short, Y, Y,Y,Y  Standardized

Czech NRN N, Long, Y, Y, Y, N Complicated

French NRN Y, Short, N, Y, Y, N Interestingly Cealized Design
German NRN Y, Medium, N, N, Y, N Good, but no Sfakask
Polish NRN Y, Short, Y, Y, Y, N More venues

Bulgarian NRN Y, Short, Y, Y, Y, N Matching Dual Y¥&ons
Slovak NRN Y, Short, Y, Y, Y, N Easy Orientation

The attitude to IS-IT and generally the rates afowative activity are region specific and the
interregional differences are the consequencegibmal heterogeneity (COPUS, 2008). The EU law
does not justify a rigid application of a totallyified e-platform network system for ENRD and
NRNs. On the contrary, the differences and pawittiés should be observed and served for cross-
regional and cross-border inspiration and exchawfgesformation at all levels. It is just a pardlle
dimension of the need to go even beyond the shrasthgement principle in the arena of the rural
development in the EU (PETERS, 2014). Do¢tomstakeholders deserve to have a perfect e-support,
including from ENRD and NRNs. They should benafitnh Websites, which are improved based on
the observation of the operation of sister Websitas$ the asymmetry of information and e-access to
data should be reduced. Definitely, the Commurety4ural development needs a more vigorous IS-
IT support on all levels.

4 Conclusion

The EU has not required a centralized establishimieddmains and Websites for ENRD and
NRNs and left it up to the discretion of EU membtates how they will satisfy the general
requirement to establish interconnected infrastmecto provide e-support for CAP, LEADER
and thebottom-upapproach. The light legal regulation and the latkuidelines for NRN
domains and Websites are pa&r sewrong. However, the differences between them point
an asymmetry of information and a varying levekapacity to induce and support the rural
development on various levels with the engagem@akebkolders, especially those at the
bottom of the hierarchy. The Europe 2020 uses the expazi®f Lisbon strategy, and the
NRNs" domains and Websites should undergo a drisicautiny. Thebottom stakeholders
should be informed about options and should be tahilefluence them, so these domains and
Websites inform them well and support their actrwelvement in the rural development.
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The results of the Meta-analysis and comparisoBNiRD and NRNs domains and Websites
offered in this paper were preliminarily presenteda smaller pool of randomly selected
Czechbottomstakeholders and they showed their general appobvhe set criteria and their
interest in the suggested simplification and enbarent of customer friendliness. Their
reactions endorse this paper’s ultimate conclusi@t further study needs to be done to
understand the perception of the NRN Websites dlyestolders and to recommend their well-
tailored improvement. Now, the information suppoftCommunity-led Rural Development
reaches varying intensity by NRNs in EU memberestafhe potential for asymmetry of
information must be avoided, the harmonization atahdardization should be used, soft
measures such as guidelines and positive stimbludd be offered and NRNs' domains with
Websites should be improved, to boost the Commuedyural development in the EU.
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Annotation: This article deals with the potential of open dataonjunction with the community-
led rural development. This development represarsiscial activity which promotes involvement
of local public in a given region within the framesk of current economic, environmental and
social issues. The one of the preconditions of cbenmunity-led rural development is then
complete transparency of the realized activiti€his transparency of these activities is realized b
means complete availability of data and informatielating to these activities. In practice, in this
context then speaks about the so called open dataractice, this means not only sharing
information but also data. This data after furtherprocessing (analysis, aggregation) can then
provide a significant support in effective chomfedevelopment tactics and strategies. The open
data found wide application especially in the puldéctor. The specific benefit of open data is
thus currently subject of research in both the rgifie institutions and renowned consulting
agencies. The topic of open data does not focusthentransparency and public service
improvement only, but can also mean a business rappty for creating new products and
services designed for rural development. The astbbthis article set out the benefits of open
data in the commercial sector and leads to thengstion that similar benefits can be achieved
even in the community-led rural development. The af the anticipated paper will to define the
meaning and the benefits of open data in in thengonity-led rural development, including the
identification of possibilities and assumptions ftireir meaningful use, given the existing
information needs and appropriate disposition.

Key words: Community-led rural development, open data, NNGAER, information need,
LEADER initiative, open eGovernment

JEL classification: D80

Introduction

This article deals with the potential of open dataonjunction with article The Community-led Rural
Development. The Community-led Rural Developmemtresents a social activity which promotes
involvement of local public in a given region withithe framework of current economic,
environmental and social issues. Thus conceiveal davelopment and with him related communities
is the purpose of thiational Network of Local Action Groups in the dz&epubliNN LAG CR.

NN LAG CR was founded at the beginning of April Z00while the network itself had been
established as early as in November 2005 as anialogrouping of Local Action Groups called “The
National Rural Development Network”. The objectivbthe NN LAG CR is first and foremost to
support the activities of Local Action Groups, tomote their cooperation and transfer of experience

The partial objectives of the NN LAG CR are thddaling:

to improve the quality of life in rural areas thgbu continuous and integrated local
development,

to ensure reciprocal transfer of knowledge and eapee between the individual members of
the network and through the cooperation with theNEnber States and their LAGS,
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« to encourage the cooperation with other countrieg tre ready to apply the LEADER
approach in their rural areas.

Development of NN LAG CR is supported by MMR (Mimisfor Regional Development) and CLLD
(Community-Led Local Development) will be also apglin other programs. It is expected the
opening of the 170 NN LAG CR. The 112 NN LAG CR Hhasen set up under RDP (Rural
Development Programme) yet (MMR, 201%he one of the preconditions of the community-ledk
development is then complete transparency of thlizesl activities. This transparency is realized by
means complete availability of data and informatielating on these activities. In practice, in this
context then speaks about the so catieen data This data after further its processing (analysis,
aggregation) can then provide a significant supporteffective choice of development tactics and
strategies.

The aim of the anticipated paper will to define theaning and the benefits of open data in in
the community-led rural development, including thentification of possibilities and
assumptions for their meaningful use, given thesteng information needs and appropriate
disposition.

The goal of this paper is to define the meaning #m benefits of open data in the
community-led rural development, including the fication of possibilities and
assumptions for their meaningful use, given thesteng information needs and appropriate
disposition. These possibilities will be derivedrr the benefits of open data in the public and
the agrarian sector. The basis for these purposiédev the results of the questionnaire
surveys implemented by the authors of this papemar{Gprojects of IGA PEF Czech
University of Life Sciences Prague of the Czechu®dip No. 20131038 and No. 20141036)

2 Materials and Methods

The issue of the open ddias recently been subject of intense research igndsgions. This topic is
relevant especially in relationship with the puldiector, in which it is implemented following the
principles of:

e publishing : What is not secret can be published

* openness : make available as much information aypmuwt own activities, decisions,
rules, and financial flows as possible,

» availability : publish the information in availabkée&d understandable form,

» client-side control: transfer the relevance coniwblopen data from publisher to
recipient,

» free access : keep the open data available frekasfe,

» open standards : comply with the open standardslatadquality standards.

The open data found wide application especiallthepublic sector. The specific benefit of operadat
is thus currently subject of research in both tbergific institutions and renowned consulting
agenciesl(ewis, 2012)

The topic of open data does not focus on the taesigy and public service improvement
only, but can also mean a business opportunitycfeating new products and services
designed for rural developmef2erg, 2013). The open data currently find its mase in
traffic, logistics, health care, and insurance ®exw Chui, Manyika and Van Kuiken,
2014).

The Lokal Action Groups are situated mostly in doyside. Most often used information
from the Czech agricultural is shown in the follagichart:
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Most often used information (data) from czech agricultural

Information from the area of subsidies and resources
from EU funds

Specialised information from agricultural production
Tender offer
Invitation to meetings and events

Reminders

News from agriculture
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Chart 1. Most often used information from czech agriculty(2013)

(Source:Grant project of IGA PEF Czech University of Lifei€nces Prague of the Czech Republic
No. 20131038 )

The chart above indicates what information (date)raostly used in the agricultural sector. Because
the community-led rural development is closely tedlato agriculture, we can assume the need the
similar repertoire of information and data for swgvelopment. Such informations (data) could then
bring following benefits:

Drive Revenue through Cut Costs and Generale Employment and
muftiple areas Db Efflciency develop future-prood skills

® Increased tax revenues though @ Reduchon in transactional ® Create jobs in current

Benelt 1o increased economic actvity costs challenging timas
Govemment ® Revenues through selling high = Increased service efficiency s Encourage entrepreneurship
value added Information for through linked data
o price
= Drive new buskness = Reduced cost by not having ® Gain skilled workforce
Benefit opportunities to Invest In conversion of
Private S hl raw government data

= Batter decision making based
an accurate information
Fig. 1. Economic benefits of open data to government aiveiie sector

(Source: Capgemini Consulting Analysis)

Open Data published on the Internet must be

* comprehensive,

» easily accessible,

* machine readable,

» standardsisingthefreely available specifications,
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» accessible under clearly defined conditions ofwigle minimum restrictions,
* available to users while incurring the minimum plolescost (Chlapek, 2014).

The governments and public organisation publishitiaaél data sources at increasing rates,
either as a result of a public pressure towardsdritransparency, or as an economic stimulus
to the knowledge economy (Taggart and Peltola, ROlh practice, this means not only
present their activities by providing informatidmyt also through a set of data that describe
them.

The theme of open data closely corresponds to riftgnnation and data need. This need
depends not only on the place of its use (the merismaking point), but also on the
experiences and knowledge of the management e(Rifjova, 1996). The nature of
information, which is a subject of this need, pblgsisummarizes the best the system
approach definition, which specifies that “informoat represents the meaning that the human
subject assigns to data throughout the conventised for its presentation” (Rosicky, 2009).
Based on this definition, a relationship of infotroa to data, as well as knowledge can be
defined as:
DATA = INFORMATION = KNOWLEDGE.

The information and data need of each realizediiie8 relates to following types of information
(data):

» technological informatior- describe mainly the matters of what was done, awdih
was done,

« value-assessing informatienexpress the financial burden of realised acésiti

« dynamic information —relates to the time properties of these activi(elejnek,
2010).

Specific information and data need in the areaiailrdevelopment exists because:

* many of the development activities are affectedh®y significant lack of available
experts or other information sources,

* many of the problems that accompany these acsvitguire timely and qualified
decision.

3 Results and Discussion

As already mentioned, the one of the preconditmithe community-led rural development
is then complete transparency of the realized iéetsv NN LAG CR operates the relatively
high quality web portal and within this portal peess information and data about the
implemented development activities. This portal agntinuously developing from the

complexity point of view, and gradually aspiringettop level, the full-fledged www portal

that is, which can be characterized by a relatpenoess.

The drawback, however, is that this portal offérs relatively little detailed data for these
activities. Just this data can provide valuablppsut in the strategic issues of the rural
development. It should be noted, however, thatnteee data for this purpose will not be
enough. Itis in the interest of the NN LAG CR take the data available to all parties with as
low legal and licensing restrictions as possible atso in the highest possible technical
quality. If the data are accessible in real timeudlgh a well designed API, the number of
interested subjects will be probably higher thamhien case where the data are incomplete or
only in basic Excel sheets.

Chosen way publication of open data must satisffoeHowing conditions:
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e transparencyie. cataloging data sets in a searchable formist (mdb),

» legal opennesse. publication of data under an open license,

» technicalopennesse. publicationof datain a standardgnachinereadable format

» comprehensibility expressipn

» availability andoriginality, ie. to publishindividual datasetsasa whole and unalteredie.
rather tharstatistics but dataon whichstatisticscan be realized BERG et al,2012)

» possibility of the aggregatioof partial data.

To increase the potential of open data will be appate to publish this data in a transparent
form. Very a suitable then in this context can bpresentation in the form of interactive
maps.
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Fig. 2. Example publishing of open data in the form of iatéive maps

(Source: http://feagri.cz/public/app/svs_pub/mapygriapa=E07&obdobi=R2014)

If they have an open data fulfill its purpose ie tommunity-led rural development, must be
published in an acceptable form. For this purpdken is available variety of suitable
formats:

* format xIsx,
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= kontroly xlsx [¢hran&né zobrazeni] - Excel 7T E - x
DOMU  VLOZENi ~ ROZLOZENISTRANKY ~ VZORCE ~ DATA  REVIZE  ZOBRAZENI Prihlasit se
O CHRANENE Z0BRAZEN] i miiZou obsahovat viry. Pokud je nepoticbuiete upravovat, bude bezpeéndjizistat v chrinéném zobrazeni, | _Pavolit Gpravy M
G11 - Prahal v
A B c D E F H 1 ) K L M N o P -
1 |1d kontroly Datum kontroly IC subjektu NUTS3 Kraj NUTS4 Okres NUTS 5 Obec ice C. popisne C. orientacni PSC
2 | 101201020952801 212012 24693782 CZ010 HlavniméstoPraha 20101 Prahal 500054 Praha 1 Revoluéni 1082/8 11000
3 | 101201028015901 2.1.2012 49824961 CZ020 Stfedotesky kraj CZ0202 Beroun 531057 Beroun Na Cibulce 536/11 26601
4 | 101201030008401 312012 26470519 CZ010 HlavniméstoPraha  C20103 Praha 500097 Praha 3 Vinghradsk 1612/149 13000
5 | 101201030009402 3.1.2012 26001900 CZ010 Hlavnimésto Praha  CZ0103 Praha3 500097 Praha 3 ohradska 143 13000
& | 101201030010202 312012 49355911 CZ010 HlavniméstoPraha 20103 Praha3 500097 Praha 3 ahradsk 1612/149 13000
7 | 101201030010204 3.1.2012 26491788 CZ010 Hlavnimésto Praha  CZ0103 Praha3 500097 Praha 3 Vinohradska 1612 149 13000
& | 101201030013401 312012 27539385 CZ010 HlavniméstoPraha  C20105 Prahas 500142 Praha 5 Plzefiska 233/8 15000
9 | 101201030013403 3.1.2012 27879330 CZ010 Hlavnimésto Praha  CZ0105 Prahas 500143 Praha 5 Plzefiskd 233 8 15000
10 | 101201030014901 3.1.2012 44012373 CZ010 Hlavnimésto Praha  CZ0108 Praha8 500208 Praha 8 Zhoteleckd 1514 18000
11 101201030019801 3.1.2012 26447142 CZ010 Hlavnimésto Praha  CZ0101 |Praha 1 00054 Praha 1 ndm. Republiky 1078 1 11000
12 | 101201030013803 3.1.2012 64949974 CZ010 Hlavnimésto Praha  CZ0101 Prahal 500054 Praha 1 Nam. Republiky 1078 1 11000
13 | 101201030021801 3.1.2012 CZ010 Hlavni mésto Praha
14 | 101201030023002 3.1.2012 CZ010 Hlavni mésto Praha
15 | 101201030052801 3.1.2012 CZ010 Hlavni mésto Praha
16 | 101201030052803 3.1.2012 CZ010 Hlavni mésto Praha
17 | 101201030152802 3.1.2012 27950581 CZ010 Hlavnimésto Praha  CZ0104 Praha4 500119 Praha 4 Hornokréska 39 14000
18 | 101201030905701 3.1.2012 27185991 CZ020 Stfedotesky kraj €20208 Nymburk 537004 Nymburk Dopravni (K Leti3ti) 2212 28802
19 | 101201030905702 3.1.2012 26415623 CZ020 Stfedogesky kraj CZ020A Praha-zépad 539571 Priihonice Uhfinéveska ul. 25243
20 | 101201030907601 3.1.2012 CZ010 Hlavni mésto Praha
21 | 101201030910901 3.1.2012 25067583 CZ010 Hlavnimésto Praha  CZ0101 Prahal 500054 Praha 1 namésti Republiky 1 11000
22 | 101201030910304 3.1.2012 26848601 CZ010 Hlavnimésto Praha  CZ0101 Praha 1 500054 Praha 1 nam. Republiky 1078/1 11000
23 | 101201030911201 3.1.2012 CZ010 Hlavni mésto Praha
24 | 101201030911202 3.1.2012 62966677 CZ010 Hlavnimésto Praha  CZ0106 Praha 6 500178 Praha 6 Suchdolské ném. 445 16500
25 | 101201020912101 3.1.2012 CZ010 Hlavni mésto Praha
26 | 101201030912401 3.1.2012 CZ010 Hlavni mésto Praha
27 | 101201030912402 3.1.2012 28924177 CZ010 Hlavni mésto Praha  CZ0104 Praha4 500119 Praha 4 K hajovné 671 14 14200
28 | 101201030912701 3.1.2012 44012373 CZ010 Hlavnimésto Praha  CZ0108 Praha 8 500208 Praha 8 Mazurska 484/2 18100
29 | 101201030950502 3.1.2012 25104080 CZ010 Hlavni mésto Praha  CZ0105 Praha5 500143 Praha 5 Plzefiska 233/8 15000
30 | 101201030952803 3.1.2012 CZ010 Hlavni mésto Praha
31| 101201030953601 3.1.2012 14500469 CZ010 Hlavnimésto Praha  C20107 Praha 7 500186 Praha 7 Dukelskych hrdini 471/29 17000
32 | 101201030953603 3.1.2012 26204967 CZ010 Hlavnimésto Praha  CZ0107 Praha7 500186 Praha 7 Délnicka 12 17000
33 | 101201030955502 3.1.2012 CZ010 Hlavni mésto Praha
34 | 101201030958201 3.1.2012 CZ010 Hlavni mésto Praha
35 | 101201030958208 312012 48038687 CZ010 HlavniméstoPraha 20104 Praha4 50011 Praha 4 Zalesi 100 14000
36 | 101201038603201 3.1.2012 26178541 CZ071 Olomoucky kraj CZ0713 Prost&jov 589250 Prost&jov Ujezd 19 79601
27 | 101201038902101 312012 63978261 CZ020 Stfedofeskykraj 20209 Praha-vichod 538141 Cestlice 2170 25170
38 | 101201039605601 3.1.2012 25318420 CZ062 Jihomoravsky kraj C70626 Vyskov 592889 Vyikov Cukrovarnickd 4asg 13 68201
29 | 101201039907701 312012 25063448 CZ010 HlavniméstoPraha  CZ0101 Prahal 500054 Praha 1 Véclavské namésti 15 11000
40 | 101201040009401 4.1.2012 27299511 CZ010 Hlavnimésto Praha  CZ0101 Prahal 500054 Praha 1 Jungmannova 36/31 11000
Kontroly < 0
Fig. 3. Example publishing open data in the format .xIsx
(Source: http://www.coi.cz/cz/spotrebitel/open-ddégabaze-kontrol-sankci-a-zakazu)
+ format csv,
H S- = sankeecsy - Bxcel ?2 B - x
pom0 | VIOZENf  ROZLOZEN[STRANKY ~ VZORCE ~ DATA  REVIZE  ZOBRAZEN| Pfihldsit se
= ?"VW"”“‘ Calibi B TN - Bezalamovatten Obecny S ’_:,‘4 Normalni Chybné %ﬂ Ex &= é““‘”"‘“““ chinutiiy /Z\Y P
ER Kopirovat = M Vyplnit ~
ezt %Kn:\’mva(fmmél BIu-|E-|&-a- == Esouttomonstrostid + T % w0 g g Podmininé ;QL'Z?JZ'V Neutrslni Spravné <] Vit Odstranit Fomit | vi:amv sedts V;:sf:i
Schranka [ Pismo 5 Zarownani [ Cislo [} styly Buriky Upravy ~
AL - Jr | dsankee v
Radek vzorcd|
A B C D E F G H 1 J K L ™M N o P Q R B T J v w X Y -
1 [id Sankee|ID kontrol Vyse pokizakon  § Datum nabyti Pravni Moci
2 10710 3,01E+14 60000 Zik.634/1§4/3,5/2  6.3.2014
3 22519 1,01E+414 80000 Zak.311/2§3-1,§9-¢ 15.11.2013
4 32575 1,01E+14 25000 Z4k.22/19§13-1,§1  10.5.2012
5 33658 3,01E+14 3000 Z3k. 634/1 §19/1 12.1.2012
6 33891 1,01E+14 90000 Zak. 634/1§ 19-3 12.3.2012
7 34876 1,01E+414 20000 Zak.634/1§19-3 8.2.2012
8 35871 1,01E+14 35000 Zak.311/2§ 3-1,§9-1 15.10.2012
9 36505 1,01E+414 10000 Zak.552/1§14 21.7.2012

10 37630 1,01E+14 20000 z4k.634/1§12-1,§1  17.4.2012
11| 37831 1016414 20000 26k.22/19§13,§19a  8.1.2013
12 38063 1,01E+14 7000 Zak.552/1§14-1 10.1.2012
13 39104 1,01E414 20000 Zsk. 634/1§ 5-1a 11.1.2012
14 39546 2,21E+14 80000 7ak. 311/2§ 3 odst. 1 3.1.2013
15| 39751 1,01E+14 15000 25k.22/19§13-1.2,§ 21.9.2012

16| 39972 3,01E+14 32000 Zék. 634/1FALZA 18.1.2012
17| 39973 3,01E+14 0 24k. 634/1FALZA 18.1.2012
18| 40763 1,01E+14 30000 Zék.634/1§5-2 5.3.2012
19| 40853 1,01E+14 20000 Zék.634/1§5-2 31.1.2012
20| 40942 1,01E+14 30000 Zak.634/1§5-2 18.4.2012
21| 41060 2,71E+14 2000 2k.634/183c 18.6.2012
22| 41399 2,71E+14 100000 Zak.311/2§3/1b 2.2.2012
23| 41425 4,01E+14 5000 2ék.64/19§9/2 1.7.2012
24| 42003 101E+14 10000 Z4k.634/1§15-1 13.4.2012
25| 42062 3,01E+14 450000 2ék.311/2§3/1 13.7.2012
26| 42372 1,01E+14 15000 Zsk.634/1§5-2 25.4.2012
27| 42374 1,01E+14 80000 25k.102/2§5-3,§8-1 25.4.2012
28| 42560 1,01E+14 10000 Zak.634/1§5-2 28.2.2012
29| 42561 1,01E+14 024k 634/1§5-2 28.2.2012
30| 42682 1,01E+14 10000 Zék.634/1§4-3,5-21 20.4.2012
31| 42688 3,01E+14 3000 Zék.634/165/1c 7.2.2012
32| 42721 1,01E114 074k 634/1§5-2,§12-  13.3.2012
33| 42722 1,01E+14 10000 Z4k.634/1§5-2,§12 13.3.2012
34| 42732 1,01E+14 3000 Zék.552/1§14-1 16.1.2012

35| 42770 1,01E+14 200000 Z4k.22/19§13.1,2,§ 23.2.2012
36| 42800 1,01E+14 50000 Zék.22/19§13-5,§1 17.1.2012
37| 42813 1,01E+14 60000 Z6k.22/19§13-1,2,§  8.2.2012
20| a3103 3 n1ciin  annnn 7w ssalisia 2923012

sankce @ < »

PRIPRAVEN
—~

Fig. 4. Example publishing open data in the format .csv

(Source: http://www.coi.cz/cz/spotrebitel/open-ddédabaze-kontrol-sankci-a-zakazu)
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+ format ods,

(eI DOm0 VLOZEND  ROZLOZENISTRANKY ~ VZORCE ~ DATA  REVIZE  ZOBRAZEND

zamereniods [chranéné zobrazeni] - Excel

Q) CHRANENEZOBRAZENI Budite opatmi - soubory z Internetu miZou Pokud je i

A1l v

1d kontroly

c D E F G H

Povolit dpravy

7 @ - x
Prihlasit se

x

v

A B
Id kontroly Izakon

101201020952801 Z&k. 634/1992
101201028015901 Zak. 22/1957
101201028015901 Zak. 624/1992
101201030003401 Zak. 634/1992
101201030009402 Zak. 634/1992
101201030010202 Zak. 634/1992
101201030010204 Zék. 22/1997
101201030010204 Zak. 634/1992
101201030013401 Syst.RAPEX
101201030013401 Zak. 634/1992
101201030013403 Syst.RAPEX
101201030013403 Zak. 634/1992
101201030014901 Syst.RAPEX
101201030014901 Zak. 22/1997
101201030014901 Zék. 353/2003
101201030014901 Zak. 634/1992
101201030019801 Syst.RAPEX
101201030019801 Zak. 634/1992
101201030019803 Syst.RAPEX
101201030019803 Zak. 634/1992
101201030021801 Zék. 102/2001
101201030021801 Zak. 634/1992
101201030023002 Zak. 634/1992
101201030052801 Syst.RAPEX
101201030052801 Zak. 379/2005
101201030052801 Zak. 634/1992
101201030052803 Syst.RAPEX
101201030052803 Zak. 353/2003
101201030052803 Zak. 379/2005
101201030052803 Zak. 634/1992
101201030152802 Zak. 634/1992
101201030152802 Zék. 64/1986
101201030905701 Zak. 311/2006
101201030905702 Zak. 311/2006
101201030907601 Zak. 634/1992
101201030910901 Syst.RAPEX
101201030910904 Syst.RAPEX
101201030910904 Zak. 634/1992
101201030911201 Zak. 634/1992

PRI RSPV

EGEESE

BRRNERRBREREBERES GG

RN

5

PRIPRAVEN
~

Fig. 5. Example publishing open data in the format .ods

(Source: http://'www.coi.cz/cz/spotrebitel/open-ddégabaze-kontrol-sankci-a-zakazu)

+ format rdf.

I CosersomspDattcaTerpastanc e —— s e L i s || ® )

Soubor Upravy Zobrazeni Oblibené Nastroje Napovéda

F = v W = ox i

Piidat Rozbalit  Zkontrolovat Kopirovat — Presunout  Vymazat  Informace

¥ (@ C\Users\rysova\AppDatal Local\ Temp\zskazy zip\

Nazev Velikest  Komprimovan... Zménén Vytvoren Pouit

L] ]

|| zakazy-meta... 2757 724 2014-06-0510:12 2014-06-04 11:09 2014-06-0411.09
|| zakazy-meta.. 51 51 2014-06-0510:12 2014-06-04 11:09 2014-06-04 11:09
|| zakazy.ttl 27926137 1004 610 2014-06-0510:12 2014-06-04 11:01 2014-06-04 11:01
|| zakazy.ttl.gr... 42 42 2014-06-0510:12 2014-06-04 11:01 2014-06-04 11:01

Atributy

B

Zakédovany Poznamka

CRC

78DAG0AG

EOF69385
BDCEFE66
EOB4BSCA

Metoda

Deflate
Store
Deflate
Store

Hostitelsky 05

FAT
FAT
FAT
FAT

Slodky Soubory

Fig. 6. Example publishing open data in the format .rdf

(Source: http://www.coi.cz/cz/spotrebitel/open-ddédabaze-kontrol-sankci-a-zakazu)
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The chosen format of open data significantly prexeines so-calledlegree of opennes# this
context it should be noted that the chosen formastrbe available to the provider and recipient of
open data.

Degree of openness

very high MAPS
high MDB
high XLS
low, middle TXT, DOC
very low PDF
Fig. 7. Degree obpenness of th@pen data

(Source: Hausenbach M. 5 star Open Data, httpattisirda.unfo/)

Own potential of open data in community-led rur@lelopment (POBrp) can be defined as
POl ro=f(C,DP,RD,WB,SA,HW)
where Cis content(ie. presented data set),

DP is provider of open data(ie. his experience, skills, qualification, cortgmu
literacy),

RD is recipient of open datdie. his experience, skills, qualification, comgut
literacy),

WBis web browse(ie. the its type, quality, version),

SAis software amenitiesf the provider and recipient open data (ie. thdyipe,
quality, version, development tools for web devetept, and Tools for
Promoting accessibility, (X) HTML validators, CS8lidators.),

HWis quality and level HVWn part of the recipient

4 Conclusion

It is absolutely indisputable that open data miegxgbectations in the state administration and
it is expected that it will be similar in the busgs sector. Making full use of the potential of
open data in community-led rural development assumeyood answer to the following
guestions:

e How can the transparency of open data help thel rcoaaxmunities in their
development activities?

* Which data should be published?

* What quality must meet these data?

« How to efficiently make this data available in ¢teaic form?

* How to educate the interested persons to be attaotopen data?
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* How to solve the dilemma between the publicationpén data and the protection of
strategic and personal data (&wa and Chlapek, 2014)?
* How to support the Czech countryside to take ipaopen data?

If the above questions are successfully answehedfdilowing benefits of the open data for
the community-led rural development can be expected

» transparency of the rural communities and theiviiets,
» relevant information support for their strategicldactic decision making.

The Community-led Rural Development is closely édkwith the development of operating
Agriculture. If the open data will the benefit fahe agricultural sector, will then benefit for
the Community-led Rural Development. The supposadihgs in the Community-led Rural
Development. can represent only the first stephef économic benefit of open data. The
prosperity of the economic subjects and the whetdos can be enhanced by activities that
will bring new values (i.e. data with added valtiegt the users will be willing to pay for. It is
in the interest of the relevant ministry to make thata available to all parties with as low
legal and licensing restrictions as possible ard &l the highest possible technical quality. If
the data are accessible in real time through a-aesdigned API, the number of interested
subjects will be probably higher than in the caseme the data are incomplete or only in
basic Excel sheets.
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Annotation: This paper deals with the possibilities of resbig whether, and to what extent
territories defined in the context of CLLD corresdowith other regional and administrative
bodies in the area. The topic is conceived as a sagly of LAG Pohoda venkova. Since its
foundation in 2005, the definition of its area hawlergone a remarkable development, which
directly raises the question of the relationshiphis action group with the administrative struetur
of the country, and with other regional bodiesha area. In 2007, the LAG was joined by eight
municipalities involved in the Voluntary Associat® of Municipalities of the Novoéstsko
Region - historically belonging to the politicalsttict of Nové Msto nad Metuji (the district
ceased to exist in 1949 via a merger with the idisdf Dobruska, which was created only after the
Second World War). The Novasstsko Region was established in 2004, among otfiegg as a
communication platform for municipalities fallingithin the jurisdiction of Nové Msto nad
Metuji as municipality with extended powers. Thieppr attempts to clarify these relationships
and uncover the background of changes within tfi@itien of the development area of the LAG.
The aim of this paper is to verify the possibilaf researching the mutual effects of top-down
regionalization, induced by public administrati@iarm, and bottom-up regionalization, which is
the result of the actions of CLLD.

Key words: Rural region, LAG, bottom-up regionalization, céfig area, case study.

JEL classification: R2, R3.

1 Introduction

One of the most important steps for the successfplementation of CLLD is defining a
development area. Documents dealing with CLLD ersjlea not only defining the
boundaries of the development area, but also latdifications and adaptations of these
boundaries (see Guidance on CLLD 2014, pp. 18,,B4fff.). Projects based on CLLD are a
great example of bottom-up regionalization, as lbeesn the case in the Czech environment
since the 90s in the creation of rural micro-regiovoluntary municipal associations, etc. In
contrast to this type of regionalization, the dia$srm of regionalization, i.e. regionalization
in terms of geography is applied, which deals witarking regions, or in other words the
dividing-up of locations or areas forming terrigsiinto regions according to certain criteria
which reflect the purpose of regionalization. Iistbase, this means top-down regionalization.

A region can be defined in terms of physical gephya socio-geographically,
demographically, economically, in terms of infrasture, environmentally, socio-culturally,
historically and administratively. The administvatiaspect is particularly important in public
administration reform, i.e. the division of therttry for the purposes of state and local
government administration. The administrative vieimp however, also reflects other
aspects, such as physical geography, as the rdgiena considerable influence on the
formation of administrative territorial units, aelvas the ethnic aspect, the social structure
aspect, etc. Administrative territorial divisionshaonsiderable inertia and often “survives”
profound political changes. As an example, in 1818 Czechoslovak Republic essentially
took over the administrative division that existeithin the Austro-Hungarian Cisleithania. A
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radical reform of administrative division in the €&h lands didn’t happen for another 30
years, in 1949. Over a certain period of time, adsiiative territories penetrate into wider
public awareness which identifies with the relewvdintsion. The building of an infrastructure
that is managed by the regional structure alsoritutés to this.

Above all, however, it is necessary to point o terminological problems associated with
the concepts of region and regionalization. Haatly term is so contradictory to interpret,
but at the same time interchangeable, as the teegioh”. Czech legislation — Act No.

248/2000 Coll., on Regional Development Supportnevks “cohesion regions”, which

correspond to NUTS 1l level and are composed of tonthree self-governing regions. The
same act also mentions “regions with concentraiiaig support,” which according to the act
are further divided into “structurally disadvantdgesgions,” “economically weak regions”

and “rural regions”. These regions were definedthia Regional Development Strategy,
primarily at the district level. However, the Nata Development Strategy for the Czech
Republic for the period of 2014 - 2020 instead dadbout “state-supported regions”, and
these are not defined at the district level, bilhern at the micro-regional level, which is
represented by territorial districts of municipelt with extended powers.

In addition to regions that are part of the adntrais/e structure of the country, there are
regions that arise from the activities of local gowment units and other parties involved in
regional development. Typical examples are Eurdereyy which patronize various forms of
cross-border cooperation, and territorially theyyrnreclude very large areas. In terms of size
and organizational structure, the other extremesarealled rural micro-regions, which were
created in the 1990s under the Rural Renewal Pmoge Their essence is a combination of
several municipalities that implement joint progce.g. water supply systems, sewage
treatment plants, landfills, development of tourigmilding of bike paths, etc. Micro-regions
may only include several municipalities, but thegynibe more extensive, as was the case in
the investment support pilot programmes for mi@gions Hana and Jeseniky in the year
2000. In addition, Micro-regions are sometimes @mwt@d to micro-region associations,
which may already be truly extensive. Their orgatianal structures can be very open, but
even these formations should be considered asngghn example of a vast region is the
North Bohemian Associations of Municipalities, inwhich entered 150 municipalities,
including the major cities of the Usti nad Labengi@a. From a terminological point of view,

it is important that the term micro-region may refe a region created from below, i.e. a
voluntary association of municipalities and a regwhich is part of the administrative
structure of the country, as in the case of atterail district with extended powers.

The term regionalization is used in a similarly auious way. Firstly, the term is associated
with the spatial or geographical organization dfisty, and with the administrative structure
of the country. In addition to socio-geographicioeglization, it is possible to encounter the
use of the term of regionalization in the conteixtdenationalization of governance,” that is
the shifting of decision-making powers from theiorél level of a sovereign state both
upwards, i.e. to the European Union, WTO and othgranational structures, and down to
the regional and local level. M. Woods (2005), fexample, similarly speaks of the
“denationalization of rural politics.” In terms d¢iie growth of the importance of regions in
decision-making, the concept of regionalization t@nencountered in political discussions
related to the European integration process and Bbe institutional construction. For
example, in the programme document of ODS from 2@&lfind wording that says that “it is
necessary to reject another fashionable theorg-digsolution of nation states downward via
their ‘regionalization’, which is also interpreteas a ‘progressive historical process™
(Manifest of Czech Euro-realism, p. 8).
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In terms of our topic, the crucial issues are assed with the mutual effects of
regionalization pressures or vectors oriented aalittorily top-down and bottom-up. In the
Czech Republic, top-down regionalization was cdrrieut with territorial public
administration reforms. A huge regionalization peoib was dealing with the issue of higher
territorial self-government units (VUSC). The déais to create 14 NUTS 3 regions (13
regions and Prague) in 1997 was criticized by serperts due to the small dimensions and
potential weakness of regions, and also in viethefsignificant differences between them. In
an expert discussion, it was emphasized that thsorefor adoption of these regions was
more related to the regional interests of the idial Members of Parliament, rather than a
genuine interest in a quality public administratioeform. Similar moments were also
reflected in defining territorial units managed rhynicipal authorities with extended powers,
to which part of the responsibilities of the dissal district offices were transferred in 2003.

M. Hampl (2005: 99) talks about the erroneous pataoe during the transformation of public
administration, and its lack of systematism: “lastef coherent and cohesive solutions, time-
separated partial changes were implemented, whedarbe the object of rivalry between
political parties.” On the other hand, Hampl coes&d the interaction of opposing
regionalization tendencies or pressures in thea8Qsseful: “While the districts established in
1960 were improperly identified and egalitarianavsize-determined ‘from above,” in the
creation of the current regions and administratexes| Il districts, interests from “below”
were significantly taken into account (from theiwgas regional initiatives in regions to the
mapping of the attitudes of local community repnéggves, and in contentious situations of
all citizens in level lll districts). An importantesult was therefore a much higher
approximation of the administrative structure tal regional differentiation in the democratic
process of its formation” (Hampl, 2005: 100).

What is the scenario in terms of bottom-up redisaion? Are there also pressures induced
from opposite regionalization, in this case top-dokggionalization? What impact has the

administrative division of the country had on regibprojects and their effectiveness? The
interaction of politics and administration directedm the national level down and local and

regional initiatives aimed upward is a serious peoh which, among others things compelled
since the year 2000 a number of legislative meastarde taken (amendments to municipal
and regional systems, amendments to the Act onoRaliDevelopment Support, a new

concept of the regional development strategy fdrd2R020, etc.). How do the different types

of regionalization relate to each other?

2 Materials and Methods

This paper deals with the possibilities of resemghvhether, and to what extent territories
defined in the context of CLLD correspond to othegional and administrative bodies in the
area. The topic is conceived as a case study of PAkoda venkova. Since its foundation in
2005, the definition of its area has undergone rkaide development, which directly raises
the question of the relationship of this actionugravith the administrative structure of the
country, and with other regional bodies in the arBlais paper attempts to clarify these
relationships and uncover the background of changién the definition of the development

area of the action group. The paper is based onudy sof the documents of local

governments, the LAG and other parties involvedregional development. Additional

information was obtained via semi-standardized rimevs with representatives of the
municipality and the LAG.

LAG Pohoda venkova was established in 2005, armksta inception it had the legal form of
a civic association (a registered association ftbanuary 2014) and was located in the
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village of Val u Dobrusky. The name of the LAG cists of the initial letters of the area of
interest - Podpora Orlickych Hor, Ofmnska a DobruSska (Support of Orlické Hory, &y
and Dobruska Regions). When it was establishedn@8icipalities were part of the LAG
Pohoda venkova. In 2007 Destné v Orlickych horddt) but eight municipalities from the
Novomestsko region joined (currently a part of Dobrovolayazek obci Novow#stsko -
Voluntary Associations of Municipalities of the Nmwstsko Region). In January 2014,
Destné v Orlickych horéch returned to Pohoda veakand another four municipalities also
joined. In 2014 the LAG Pohoda venkova acts ontéhetory of 35 municipalities. As of 27
March 2014 the LAG had a total of 46 members. @5#) 18 were from the public, 11 non-
profit and 17 from the business sector (websitas amual reports from the LAG Pohoda
venkova).

More than 30 thousand residents live in the tewritd the member municipalities of the LAG
Pohoda venkova. Within the implementation of itader strategic plan via the projects of
individual applicants, the LAG announces invitatoior applications for grants. The total
amount determined to support the recommended psagseveral million CZK annually. For
example, in 2008 it was over six million, in 2012eo three million and in 2013 over six
million. The project submitters are businessmenall@overnments and local associations.
The LAG also participates in the activities of thesociation of Regional Brands and in other
activities (websites of the Local Action Group, aahreports of the LAG Pohoda venkova).

3 Results and Discussion

When setting out the development territory of th&Q, it was originally assumed that it
would include most of the territories of the prdselstrict of Rychnov nad Kiznou.
However, mutual agreement could not be reacheckaantually two entities were established
in the district. In addition to Pohoda venkova, 8RRLAV Association was created slightly
prior to this. It was established in 2004 withhiesadquarters in Skuhrov nadl® and offices
in Kostelec nad Orlici. The SPLAV civic associatimcludes the area of Orlické hory from
the municipalities Liberk and Orlické Zathioto BartoSovice v Orlickych horach and
Rokytnice v Orlickych horach. The development avéthe LAG Pohoda venkova includes
the municipalities from Destné v Orlickych horachCteskaCermna. A smaller part of the
District of Rychnov nad K&nou, which includes municipalities in the lowlapndecame part
of the LAG NAD ORLICI.

The progression of the development territory of th&G Pohoda venkova and the
neighbouring SPLAV Association begs the questiory Wie dividing line between the two
civic associations was set up this way? When sgekinanswer, it is necessary to focus on
two sets of questions:
1. The administrative tradition of historical develogmh of administrative structure in the given
territory.

2. The consequences of the reform of the territoriddlip administration from the end of the
1990s.

A comparison of the development territories of bibté Local Action Groups and the map of
the administrative structure of the area of Orlitiagy and their foothills shows that almost
exactly between the two local action groups is andary of two administrative districts of
municipalities with extended powers - Dobruska &ythnov nad K&Znou. This was also
more or less the form of the historical boundarywieen two districts - Nové kéto nad
Metuji and Rychnov nad Kinou. Today, however, the dividing line between the
historical areas is slightly skewed in favour of tRychnov Region, as the position of Nové
M¢ésto as a regional administrative centre was somewbkakened after the Second World
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War. The former Nové Bsto nad Metu;ji district was first divided into twahe Nové Msto
district for the municipalities for the judicial sirict of Nové Msto nad Metuji and the
Dobruska district for the municipalities of the icidl district of Op@no. In 1949 Nové Msto
nad Metuji lost the character of a district cerdnal the city became part of the Dobruska
district. In another administrative reform in 19@0e Dobruska district ceased to exist and
was divided between the districts Nachod (the mipaiities of the former judicial district of
Nové Mesto nad Metuji) and Rychnov nad &mou (the municipalities of the former judicial
district of Op@&no — Dobruska) (annual reports, websites of Poh@atkova and SPLAV,
interview with the manager of the Pohoda venkoveal@ction Group, Tomas Vidlak from
14.8.2014).

Moreover, a certain disorder of the area in terindetermining the regional administrative
centre was also reflected in the territory of tihespnt Pohoda venkova Local Action Group.
In 2007, one of the founding municipalities, Destledt its area of interest and joined the
SPLAV Local Action Group. In 2014, however, it agaieturned to the LAG Pohoda
venkova. The mayor of DesStné, Alendizova, is also the chairperson of the Voluntary
association of the municipalities of the OrlickérjhdRegion. The municipalities of this
association are part of both the LAG Pohoda venkawa SPLAV. Most of these
municipalities lie within the territorial jurisdicin of Pohoda venkova.

According to representatives of Pohoda, the redspthe return of DeStné to the original
LAG was good experience from previous years, asl vasl closer cooperation and
understanding with entities (including municip&s) involved in the activities of the Pohoda
venkova Local Action Group. However, there may hale® been the subconscious reason of
the historical administrative-territorial affiliam of the municipality with the area of the
Dobruska — Novorstsko Region, as Destné v Orlickych horach was giathe district of
Nové Mesto nad Metuji since its establishment in 1850eflatherefore, of the Dobruska
district as well) (website of DSO Orlické hory, entiew with the manager of the Pohoda
venkova Local Action Group, Tomas Vidlak from 22@&L4). This opens another topic:
historical spatial memory and its influence on shgplevelopment areas.

When evaluating the impact of the territorial pabdidministration reform on development
areas created within CLLD, it should be borne imanihat the contemporary administrative
areas of municipalities with extended powers arti@ized municipal office are established
only for state administration (so-called transfdrmp@wers of municipalities). They thus do not
have any direct relationship with local self-govesnts, i.e. nor with the municipality
development. In some cases, the local governmdntaunicipalities belonging to the same
districts with extended powers (or authorized mipaic offices) also feel the need for
cooperation in this area. An example might be tléuktary association of municipalities of
the Novonmgstsko Region. The association was established 0% 2hd the aim was to
establish an association consisting of the muniitigs falling within the administrative
jurisdiction of Nové Msto nad Metuji as a municipality with extended psvémong other
things, the association should help in creatingdadty of the belonging municipalities with
their “small district,” in informal communicationebveen community representatives, in
overcoming a certain democratic deficit and certordination in the area of independent
powers. The initial impetus for establishing thesaasation came from the council and
management of Nové &to nad Metuji. In the beginning, some represamstiof the
municipalities belonging to the administrative a@faNové Mésto nad Metuji were not
particularly interested in establishing a municipatociation with Nové E&to nad Metuiji.
As an argument they used, in particular, the pdmiaof Nové Mésto compared to the
number of inhabitants of other municipalities. Aaling to a census from 2001, 10,074
inhabitants lived in Nové kkto nad Metuji, while in all twelve municipalitieis its
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administrative area together there were only 4[d&&ple. Many of these municipalities have
also participated in the activities of other mupéadiassociations. There was particularly the
Metuje municipal association, which was foundedL@99, and in the same year the 1866
Municipal Association was also created. Gradudlbyvever, the representatives of all of the
municipalities decided to actively participate inetestablishment of the Novestsko
Region. Many communities that do not fall withiretjurisdiction of Nové Msto nad Metuji
even became members, and in 2014 the associatb@thanembers. In the past, however,
member municipalities not under the current adnatve district of Nové Msto nad Metuji
were part of the political district of Nové dgto nad Metuji. The chairman of the voluntary
association of municipalities is the representativdlové Mesto nad Metuji (website of DSO
Novomestsko, interviews with community representatives Ndvé Mesto nad Metuji,
Cerrtice, Naheany, Provodov-Sonov, Slafov, Srézné, VrSovka from 2006). Seven
municipalities in the Novoistsko Region (including Noveé &dto nad Metuji), were not part
of any Local Action Group, and in 2007 these mupatities joined the LAG Pohoda
venkova. The initiative came from local action gvofinterview with the manager of the
Pohoda venkova LAG, Tomas Vidlak from 14.8.2014).

4 Conclusion

Defining the development area of the LAG Pohod&wea, which we called regionalization
from below, it shows frequent connections to histdr development of administrative
structure of a given territory, as well as to theblgc territorial administration reform,
particularly with its 29 phase, which led to the creation of the administegurisdictions of
municipalities with extended powers. Regardingdbeelopment of administrative structure,
probably the most important factor seems to be raice ambivalence and uncertainty
regarding the regional centres. The administrabeeindaries between different centres,
which historically increased in importance and thest it again, are reflected, with minor
variations, in the present-day boundaries betweseldpments areas created on the basis of
CLLD. Changes to the development territory of theeg LAG and relationships to the
Novomestsko Region suggest the existence of a certaitiaspaemory that has historical
roots and, at the same time, likely correspondleaurrent development needs of the region.
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Annotation: Metropolitan areas are perceived as engines ob-smonomic growth. It could be
noticed that suburban areas are very diversifiedeyTcan really contribute to core cities
development or they can sometimes be not abletth ecgp with challenges. Moreover, suburban
areas in Poland had been previously (not so long, agral areas and they have been still places of
dynamic functional changes. In the Polish condgjolocal self-governments have legal and
economic instruments to increase territorial coitipeness and as a result support local
development.

The aim of the study is to evaluate local self-ganeents from a perspective of inhabitants of the
Warsaw suburban area, which is the largest metitapohrea in Poland. It refers to results of

research in households, which members were askegt alolvantages and disadvantages of the
municipalities taking into account geographicalstitutional as well as social factors. Cross
analyses were used to identify relations betweemiams on local self-governments and

municipality localization towards the core city (YWaw).

A role of local self-governments was displayed badha positive but also a negative one for local
development. Respondents from municipalities latatelonger distance to Warsaw generally
more significantly stressed a role of local self«gmments, both positive as negative, for
development. Those living closer to the core city dot see local self-governments as very
important advantage or disadvantage for their mpalities. On the other hand, municipalities
located farer away from Warsaw are not under supheasure of new inhabitants inflow; social
relations are stronger there and also identificatwith local self-government is more noticeable.

Key words: local development, self-authorities, institutiamgmpetitiveness, Warsaw, suburban
area, municipality

JEL classification: 018, 043

1 Introduction

Metropolitan areas are perceived as engines obsmmnomic growth. Main cities in Poland

and their surroundings have been a place of sggmfi transformations. It could be also
noticed that suburban areas are very diversifiau.tl@ one hand they really contribute to
core cities development, on the other some of tseems not to be able to catch up with
challenges. This differentiation can be explainadlp by some geographical characteristics
as a distance from a core as well as accessikilityansport routes. However, as McCann
(2014) pointed out it has become widely accepted #bility of an institutional system to

facilitate growth and development is dependent les ways in which all of the system’s

actors, stakeholders, and interested parties oitesith each other.

From the perspective of suburban areas in Polanthe analyzed Warsaw suburban area
also, it is important how institutions operate be towest level of self-authorities. This level
in the Polish conditions is associated with murattpes (LAU level 2, formerly NUTS level
5), where local self-governments can use legal ecohomic instruments for territorial
competitiveness enhancement and as a result far development.
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A local or regional development level depends umdedly on competitiveness of respective
territories. At the beginning of 21st century, timacial task of all the economic actors became
being competitive. The term of competitiveness asvadays devoted to both all entities
operating within economy and economy as a whole, @riginally concerning the national
economy, now competitiveness is also extendedher @ctors at different levels of analysis:
a single firm (microcompetitiveness), sectors, bh&s and regions (mezocompetitiveness),
economy (macrocompetitiveness) and group of caestfmegacompetitiveness) (Flejterski
1984, Skawiska 2002). This means serious problems in defirting term and also in
pointing out the factors that determine it, too.

Competitiveness is also a complex characteristiceeans that the entities at different levels
of analysis will influence the level of competitness at other points of analysis, i.e.
companies located in the region (micro level) willuence the competitiveness of region
(mezo level) and country (macro level). What is epahe economic competitiveness is also
influenced by the social and political factors .(iMeyer-Stamer 1996, Lulski 1995a;
Wierzbotowski 1995; Gorynia 1996; Szentes 2003; aléis2003; Misala 2005). For the
purpose of this study, we can understand competiss in general as an ability to produce
goods and services which would fit the market nesdbat the same time — ability to ensure
the sustainable constantly improving standardfefftr inhabitants (d’Andrea Tyson 1992).

Being competitive became also an important tasthéoregions and local self-governments.
Polish Ministry of Regional Development (for therpose of National Cohesion Strategy
2007-2013) defined the regional competitivenesa ast of characteristics that decide on the
region’s attractiveness from the perspective ohbotating investments and place to live. It
is also an expression of technological advantagdoaer costs of goods and services
produced within the region and in comparison todtiner regions.

The competitiveness of a region is influenced iffgient groups of factors which also
influence the competitiveness of a country. Thestors are defined in methodology of EU
Regional Competitiveness Index, prepared for alrdgions of European Union since 2010.
These groups of factors, so called RCI pillars (@mrand Kozovska 2010), are as follows:
Institutions
Macroeconomic stability
Infrastructure
Health
Quality of Primary and Secondary Education
Higher Education/Training and Lifelong Learning
Labour Market Efficiency
Market Size
. Technological Readiness
10. Business Sophistication
11. Innovations

CoNooO~WNE

In fact, regional competitiveness means the abiiitycreate the conditions for business
activity and living, which would fit the expectatis of its users as a whole (firms, inhabitants,
tourists) of an analyzed area (municipality, coumégion etc.). According to the list of RCI
pillars presented above, the institutions are ¢bdike a separate factor of competitiveness.
However, in fact institutions stimulate and creak of the 11 pillars of regional
competitiveness (i.e. quality of education or He&sues).

Institutions are usually defined as “the incentsystems that influence human interaction”
(North 2003). They stimulate or destimulate humetivdies and give them a strict direction.
The most important task of institutions in a chaggand uncertain surroundings is that they
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have to regulate and clarify connections between dhjects operating in some defined
environment. As the research conducted by Rodrilaletprove, institutions play more
significant role in the context of development tHanexample localization and openness of
the economy which were mentioned before as on#dseainost important factors of economic
growth (Rodrik, Subramanian, Trebbi 2004).

Local self-governments are also examples of irigtits which operate and develop economic
environment of some certain area. They create th@raament for local activities,
influencing the investments (and also investingrair own), stimulating the improvement of
quality of life for their inhabitants. These are@the basic tasks of local self-governments in
line with the subsidiarity rule.

The principle of decentralization is a key ruldafal self-government in Poland. It is rooted
in the 19" article of Polish Constitution. What is more, tB®nstitution gives the legal

personality and ownership of property rights to alocself-governments in Poland
(Constitution 1997).

Following the changes of Polish Constitution, i®29he reform of Polish administration has
been undertaken. Since that time administrativésidin of Poland has been organized into
three levels: 16 regions (voivodships), 379 countfpoviats) and 2 478 municipalities
(gminas).

Each of these units has its tasks divided in acswd with the subsidiarity rule and these
aims are clearly defined within the I#wThe residual competences that are not assigned to
the other levels of administration lay in the mupedities which are the crucial level of local
self-government. According to Polish law, the loeaithorities at the level of gminas are
responsible for several issues crucial for the bithats, such as:

- transport (i.e. local public transport);

- social welfare;

- primary health services;

- family support and foster care system,;

- public areas (parks, cemeteries etc.);

- housing;

- culture (promotion, management of municipal libearand other cultural institutions);

- education (kindergartens and elementary education).

Poviats are responsible for these activities thanot be transferred to gminas, as they fulfill
needs of inhabitants of more than 1 municipalitychs as fire protection, geodesy and
cartography, civil protection, flood protection,osfs, employment etc. At the same time,
voivodships are responsible for such activities ellikrural areas development,
telecommunication, economic development, defendecansumer rights protection.

After the 1999 reform, Poland has gained a higlelle¥ decentralization. According to the
Decentralization Index, the level of decentraliaatin Poland is relatively high. Poland gains
score of 48 which locates this country above theraye. Poland gains high score in political
decentralization, functional decentralization aedision making autonomy (respectively 6
9" and 9" rank). Strong distribution of tasks between thealeself-governments means that
the institutions of local self-government play aaal role in the economic development of
the whole country. And in fact they are an impartéactor that influences the general
condition of their areas (BAK Basel Economics, 2009

6 The acts that define tasks of local self-governmag¢different levels of administrative units asefallows:
The Act on Municipalities of 1990, the Act on tteee-tier division of the country of 1998, the Act Regions
of 1998, the Act on counties of 1998.
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The aim of presented work was to indicate the &mamce of local self-governments in

stimulating local and regional development from pleespective of inhabitants of the Warsaw
suburban area. The field research was conductedpast of the project entitled “Economic

and social determinants of rural areas developmiethie Mazovia region in the suburban and
external zone of Warsaw”, No N N114 145240, finahty the National Science Centre
(Poland).

2 Material and method

The aim of the paper is to evaluate a role of Iemf-government from a perspective of
inhabitants of the Warsaw suburban area, whichaddrgest metropolitan area in Poland. It
is elaborated as a part of the project entitledofieenic and social determinants of rural areas
development of the Mazovia region in the suburbad external zone of Warsaw”, No N
N114 145240, financed by the National Science @e(Roland). The main purpose of the
whole research was to identify and deeply charaeteeconomic and social processes
observed in rural areas of the Warsaw suburban.z8pecific objectives included for
example determination of a role of local self-gowveent and other institutions in fostering
and promoting entrepreneurship in rural areas auation of local self-government
activities in applying for and using the Europeamds support (Drejerska, Chrzanowska and
Pomianek 2014). The empirical research was conduoteural households, enterprises and
local self-governmental units in 30 rural and rurddan communes around Warsaw, which
were identified as the Warsaw suburban zone basmthe methodology of Korcelli and
Sleszyiski (2011) as well as Baki (2009). Finally, the research included questare
interviews in 800 households (2215 adult particippn221 micro and small enterprises as
well as postal questionnaire in 30 local self-goveent offices.

Research results show that the analysed suburlbameoes of Warsaw are an area of an
intense socio-economic transformation. However,nthiti-threaded nature of these changes
makes the authors present a reduced general backbod the changes. This study refers to
results of research in households, which memberg \asked also about advantages and
disadvantages of the municipalities taking intooatt geographical, institutional as well as

social factors. Cross analyses were used to igemtifitions between for example opinions on

local self-governments and municipality localizatiowards the core city (Warsaw) (fig. 1).

Fig. 1. Investigated communes according to thealiaation to Warsaw

Wwvarsaw
external municipalities
internal municipalities
neighbouring municipalities

gt

Source: own elaboration.
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3 Research results

As it was mentioned referring to determinants ofiti@ial competitiveness, institutions can

play a significant role in local development. IretRolish conditions local self-governments
have real possibilities for supporting growth prsses. From this perspective it is especially
interesting how a role of local self-governmentgésceived by inhabitants of the Warsaw
suburban area. Are they really strong actors ptafan local development or is it enough for

them only to follow development processes which esgtead because of the capital
neighborhood? Answers for the question about maiengths of the researched

municipalities (fig. 2) display that inhabitantedar from an opinion on a significant positive

role of local self-governments.

Fig. 2. Municipal strengths according to inhabitapinion
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Source: own elaboration.

Generally only 3% of the investigated group peredical self-governments as municipal
strengths. What is also important, the positive @l these institutions is slightly better seen
in the external researched municipalities. Thiddde caused at least by two factors. Firstly,
the development pressure is not so strong at tlygesedf the Warsaw suburban areas
comparing with direct neighboring municipalitieso $e role of institutions can be more
significant or simply easier to notice in extermalnicipalities. Secondly, municipalities
neighboring directly with Warsaw can be charactstidy a higher proportion of new
inhabitants, not connected with local conditionsr Example they often only sleep in their
new houses but work and use majority of servicabencapital city. That is why they do not
pay attention to what is local, they rather focosihstance on closure to Warsaw as a main
strength of their place of living.

Taking into account that theorists indicate a pianrole of institutions as a factor
stimulating competitiveness and contributing teiterial development, it is especially worth
noticing that local self-authorities more often wegrerceived in the research as municipal
weaknesses (fig. 3).
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Fig 3. Municipal weaknesses according to inhab#taspinion
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Source: own elaboration.

It is important to stress that this negative opiniwas also more often in external
municipalities. Again it can be explained as in firevious case: inhabitants of external
municipalities, as people who often have their fgrarigins in their place of living, can be
more conscious what happens around them and pag attention to activities of local
institutions. On the other hand, it has to be matithat on this local level, sometimes personal
factors can play a role; as a result this can teaal negative opinion on general activities of
local authorities.

4 Conclusions

A role of local self-governments and their officgas displayed both as a positive but also a
negative one for local development in the groupnegstigated inhabitants of the Warsaw
suburban area. Respondents from municipalitiestédcan longer distance to Warsaw
generally more significantly stressed a role ofaloself-governments, both positive as
negative, for development. Those living closer e tcore city did not see local self-
governments as very important advantage or disadgarfor their municipalities. It can lead
to a conclusion that it can be difficult to implemi@ommunity-led local development through
such agents as representatives of local self-govemts on the areas very close to Warsaw. It
could be a real problem from a perspective of gdf urban-rural partnerships postulated
within the regional policy of the European Uniom @e other hand, municipalities located
farer away from Warsaw are not under such a presstinew inhabitants inflow; social
relations are stronger there and also identificaflmoth based on positive as well as negative
reasons) with local self-government is more notibea

5 References

d’Andrea Tyson, L. (1992) Who's Bashing Whom?: T&a@onflict in High Technology
Industries, Institute for International Economi@gashington.

276



Annoni, P. and Kozovska, K., (2010) EU Regional @etfitiveness Report, JRC Scientific
and Technical Reports, EC Joint Research Centehatitute for the Protection and Security
of Citizen, Brussels.

BAK Basel Economics, (2009) From Subsidiarity tac&ss: The Impact of Decentralisation
on Economic Growth. Part 1:Creating a Decentrabmaindex, A study commissioned by the
Assembly of European Regions (AER), Brussels-Straigh) May 2009.

Banski, J. (ed.) (2009\naliza zrédnicowania i perspektywy rozwoju obszarow wiejskich
Polsce do 2015 rokWarsaw: Studia Obszaréw Wiejskich vol 16, PTAPIIGPAN.

The Constitution of the Republic of Polamic?™ April, 1997 (published in Dziennik Ustaw,
no.78, item 483).

Drejerska, N., Chrzanowska, M. and Pomianek, 1.1430Strefa podmiejska Warszawy.
Wybrane zagadnienjdVarszawa: Wydawnictwo SGGW.

Flejterski, S. (1984)istota i mierzenie konkurencyjf miedzynarodowej Gospodarka
Planowa, nr 9.

Gorynia, M. (1996) Miedzynarodowa konkurencyjf® polskiej gospodarki a polityka
ekonomicznaEkonomista, nr 3.

Korcelli, P. andSleszyski, P. (2011) ‘Stan przestrzennego zagospodar@nemiju 2010 —
mapy diagnostyczne’, iKoncepcja Przestrzennego Zagospodarowania KraR020 projekt
z 25 stycznia 2011 rokMvarsaw, Ministry of Regional Development.

Lubinski, M. (1995) Konkurencyjn&¢ gospodarki czy przeddiiorstwa? Gospodarka
Narodowa, nr 6.

McCann, P. (2014) ‘Schools of Thought on Economieo@aphy, Institutions and
Development’, in Fischer M.M. and Nijkamp P. (edandbook of Regional Sciendgerlin
Heidelberg: Springer-Verlag.

Meyer-Stamer, J. (199&®onkurencyjne¢ systemowaGospodarka Narodowa, nr 3.

Misala, J. (2003)Wspotczesne teorie wymiany egdiynarodowej i zagranicznej polityki
ekonomicznejwyd. SGH, Warszawa

Misala, J. (2005Wymiana nyddzynarodowa i gospodarkéviatowa. Teoria i mechanizmy
funkcjonowaniawyd. SGH, Warszawa

North, D. C. (2003)rhe role of institutions in economic developm&nscussion Papers no.
2003.2, UN Economic Commission for Europe, Gen8&vdizerland

Rodrik, D., Subramanian, A. and Trebbi, F. (200#)stitutions rule: the primacy of
institutions over geography and integration in ecoit development’Journal of Economic
Growth Vol. 9 Issue 2.

Skawiska, E., (2002) ‘Reakcje na zmiany a konkurencmuzedstbiorstw’, in Skawhska
E. (red.),Konkurencyjn&¢ przeds¢biorstw — nowe podeégie, wyd. PWN, Warszawa-Pozia

Szentes, T. (2003)orld Economics 2. The Political Economy of Develept, Globalisation
and System Transformati¢ihe Political Economy of Underdevelopment — Rigedh, wyd.
Akadémiai Kiadd, Budapest.

Wierzbotowski, J. (1995) ‘Retwo jako aktywny uczestnik ksztattowaniagdrynarodowe]
konkurencyjnéci’, in Lubinski M., Smuga T.Miedzynarodowa konkurencyjftogospodarki
Polski — uwarunkowania i perspektywgstytut Rozwoju i Studidw Strategicznych, Rapurt
35, Warszawa.

277



“Status quo strategy” in rural development

Jiti Hrabak!, Lukas Zagafa

!Department of Social Geography and Regional Devetay, Faculty of Science
Charles University in Prague
hrabak@natur.cuni.cz

2Deparment of Humanities, Faculty of Economics arah&yement, CULS in Prague, Czech Republic
zagata@pef.czu.cz

Annotation: This proceeding is focused on the paradoxical @ggr of municipal representatives,
who — for various reasons — apply a local develognstrategy with the goal of retaining the
current status, without any ambition to improve s$iteation of their municipality. It appears that
this strategy is implemented mostly by small mypatiies, with non-professionalised
administration and with a lack of capacities fox tireparation and realisation of new projects It i
striking that this status quo strategy does noesearily have to be related to a deterioration of
these municipalities, since development on thellt®zel is indeed often carried out by other
means, such as social capital.

Keywords: endogenous development, social capital, locabaagjroup, CLLD, community-led
local development

JEL classification: R58

1 Introduction

Regional policy for the 2014-2020 programming periotroduced CLLD (Community-led
Local Development) as a new tool to facilitate #megagement of local stakeholders in
planning processes and the realisation of a loeatldpment strategy. This tool thus directly
follows on and elaborates the LEADER method appghed ocal Action Groups (LAGS). The
application of CLLD is framed by an integrated &gy of the locality that includes priorities
and measures aimed at the general improvementeohttabitants' quality of life and local
environment. In practical terms, each LAG prepavhat is known as the "integrated area
strategy" to evaluate the problems and potentiahefgiven locality and to outline future
development by designing specific measures. ThelCptinciple implies a need to include
the views of local stakeholders on the problemsraeetis of their locality during the planning
process.

This proceeding draws on the experience of thegregjon of the area strategy of one LAG
for the following programming period, and offers iasight into the approaches of official
representatives of municipalities (mayors), whoohgl among the local political elites and
who are mainly responsible for the design and impletation of local development strategy.
This view is particularly interesting due to thege differences in the approaches and goals
set by mayors. These differences are also pregelaicalities which otherwise have many
socio-geographic features in common. It is thuarctbat the strategies of the municipalities
are affected by different factors, including thesomal and social factors of their political
representatives.

The main goal of this paper is to provide an insigio the strategies of municipalities in
selected regions, from the mayors' perspectivecdntrast to studies which aim at the
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innovative approaches of local representatives télkost al, 2014), this study focuses on
situations in which mayors partly refuse to set mgmals, with their main aim being to
maintain the current state. This approach has fessed on empirical study) conceptualised
as a "status quo strategy”. The basic featuresisfapproach and the circumstances under
which the strategy is implemented are further aefinn the final section, the consequences
of this approach and its evaluation within the eahbf regional development are outlined.

2 Theoretical background

Conditions in the countryside are greatly affecbgdthe settlement structure. Czech rural
space is typical of a dispersed settlement stracith a large number of small settlements
(RySavy, Bernard, 20)3This structure is also reflected in rural depat@nt strategies. In
theory, two basic streams are distinguished, basetie resources that are used — exogenous
and endogenous. These have recently been couplledawvat is called the "neo-endogenous”
approach (Warcet al, 2005). Many studies have provided evidence ohit §om the
exogenous towards the endogenous and the neo-emegyapproach (Gkartzios and Scott,
2013), the latter which is supposed to provide tmathsmit both (exogenous as well as
endogenous) forces together (Ray, 1999). This shifflso present in the current research
(Bernard, 2011). If we take a look at the methoskxdy we can see that, in the Czech context,
guantitative methods are more often used (e.g.iGonthet al.,2012; Bernard, 2012) in the
research of local development processes. Howexamgles of the qualitative approach (c.f.
Woods, 2012) are also being seen more often. Thétafive approach generally enables a
deeper understanding of problems in rural areash whe potential of including the
perspectives of actors engaged in the preparatidirealisation of development processes in
their locality.

The endogenous approach is based on the utilisafiafifferent forms of local potential
(Bernard, 2011), with local actors differing in ithabilities to utilise this potential. An
important aspect of this potential is the abilbydooperate and coordinate collective actions
on a local level (Bernard, 2011). All the differex@mbined potential can be considered as the
local social capital. The social capital is a preou for satisfying the lives of local
communities (Jaf@k et al., 2010). Also included among other endogenous factre
common culture, civic society, identity and shaagtitudes of rural inhabitants (Chroney

al., 2011). The ability to use this endogenous pakrs one of the differentiating factors of
municipalities. Such differentiation is further luénced by size category and geographic
position (Perlinet al., 2010). On the national level, one can observe ecip dual
differentiation, related to the development centned poles, and problematic areas (Nogtk
al., 2011). Regarding the differences in potentialjsitpossible to assume a significant
differentiation on the local level as well.

Methods

The results presented in this paper are based gumaktative research of the approaches
exerted by municipal representatives. The fieldkwsas conducted at the beginning of 2014
within the preparation of the integrated stratedyad.ocal Action Group. Mayors of the
municipalities located in the LAG's area becamectgj of the study. The name of the Group,
as well as the names of the villages in this ptesve been anonymised in accordance with
the ethical standards of qualitative enquiries.

The main purpose of the study was to map out tbblpms and needs of the municipalities
and to describe the approaches of the mayors tewaail development. The qualitative
research used in the study enables insights tained)into the practices of people and their
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social definitions of situations. The study emplbya inductive approach which enabled the
conceptualisation of the new findings. Data coitettwas based on semi-standardised
interviews conducted in April 2014. Data were cciéel from the entire area, which included

a total of 25 municipalities. Two villages did rtake part in the study. Each interview lasted
for 45 — 60 minutes. The vast majority of the imiews were recorded. These audio

recordings, together with the field notes, becaheemajor data source. Data were analysed
with the use of standard qualitative strategies.

3 Results

3.1 Description of the region

The region affiliated to the Local Action Group hegavourable position in relation to the
regional centre, showing good performance in basitio-economic indicators, but, at the
same time, requiring local inhabitants to commuteger distances to work. The regional
economy is not able to generate sufficient employnaed commuting to work is seen as a
major regional problem, with many negative conseqas. There are a large number of small
municipalities and two smaller towns, which provitlee necessary services for the other
municipalities. However, many services are carrad in the places to which people
commute for their daily employment. This reducesirtillemand for services in the regional
towns.

The area is typical of a dispersed settlement wtracwhich is partly caused by the natural
conditions. The region is located in rugged lands¢gartly rising into uplands, with a well-
preserved environment. There are a large numbsmafl municipalities (with less than 200
inhabitants). This feature determines another piaileaf the region. The large number of
small municipalities implies higher costs for pebtransport (due to the low efficiency of
providing services for a large number of smalllsgtents) and also difficulties with the water
infrastructure (distances between settlementsitemorphology). These small municipalities
are often managed by mayors who are not profedsfpeathey keep their normal jobs and
municipal administration is done in their free tynall these aspects, as we later argue, are
reflected in the observed approaches towards tmatlopment.

3.2 Classification of local strategies

Qualitative analysis showed that the municipalitreghe region differ in their developmental
needs. These differences are derived not only fieenstructural features of the relevant
municipality (such as the number of inhabitantspggaphic position, socio-demographic
structure, natural conditions, etc.), but also fitve approaches of their mayors. On this basis,
the municipalities differ in their ability to setub and achieve specific aims for local
development. The analysis suggests that thereseaific hierarchy of needs which shapes
the strategies of mayors with regard to local degwelent.

The hierarchical structure appears to be as fotlomicipalities firstly attempt to provide
basic services and maintain municipal property;osdly, they try to gain investment
subsidies for further development; the next stepnee they succeed in implementing
development projects — is that they try to stabitiseir population. The approaches of mayors
can be typified in the following way: (1) statusoggtrategy; (2) utilisation of external sources
strategy; (3) social responsibility strategy.

During field work in the relevant region, we iddigd the following three types, with their
distribution among the municipalities being abdwd same.
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(1) The status quo strategyfocuses on maintaining the locality, with the lbagsim of
retaining the current state. This is the reason whyhave called this approach the
"status quo strategy". A detailed description a$ @wpproach is provided below in a
separate subsection.

(2) The utilisation of external sources strategys based on the ability to utilise subsidy
opportunities for further development of the mupadity. Despite the fact that
implementation of such projects relies on inters@alirces as well, the main driving
forces of development have their origins outside Itcality. Mayors of the villages
are primarily focused on finding suitable opporties for new projects. Many
representatives of the municipalities have mandgeaghin enough experience in the
past decade to implement this strategy successMilyicipalities which implement
this strategy are heterogeneous. Generally, theseaetive municipalities, which
respond to project calls with respect to their entmeeds and select those calls which
fit the context of their local development. At thame time, they are more likely to
respond to the "offers" provided by the project,aather than to exert a clear future
vision for the local development of their municipal

(3) The social responsibility strategy — the last of the identified strategies — is a
combination of the previous two strategies andhatsame time, it includes new goals
related to social responsibility. Municipalitiesathutilise this strategy aim to ensure
complex local development, without having to dedhwihe issues of upkeep and
investments in basic infrastructure, since thesesahave already been achieved.
Municipalities thus become socially responsiblejolthmeans that they try to stabilise
the population of inhabitants by creating new jaetting up areas for new houses and
other activities. The new jobs are typically crelapgthin the tourism biking tourism.
The social responsibility strategy also takes iat@ount social services for senior
citizens. The activities of municipalities thereddnave a significant environmental
impact (one example is in the town of Spalenéido The projects carried out by
municipalities industry, which is supported on adblevel. Another opportunity for
creating jobs is related to the creation of newoatnodation opportunities and also
positively affect the accumulation of social capitAltogether, this strategy is mainly
carried out by active municipalities that have ghhabsorption capacity for the
utilisation of various projects funded by extersabsidies.

3.3 Status quo strategy

The status quo strategy was identified in the gro@ipmunicipalities whose mayors are
focused on the upkeep and are not starting anysiment projects. These mayors are mostly
those who carry out the administration in comboratvith their civilian jobs, and typically in
municipalities with a limited number of inhabitanBespite the fact that the municipality
could have a means for co-financing larger projsatssidised by external funds, they do not
use this opportunity, because they are concernedt alve administrative work that seems too
difficult for them. This view is held not only abioilne necessary pre-financing of projects, but
also about the co-financing of projects. These eors are often coupled with some
limitations related to the fact that local repraaéiies are not able to prepare and submit
these projects on their own and need to use acgeovganisation. Mayors are also concerned
about difficulties with competitive tendering, sais@bility of the projects (once the funding
period is over) and other unexpected circumstantted may affect the successful
administration of the projects and their financiiigis is particularly difficult in the case of
large projects, such as reconstructing local imfuature. Small-scale projects aimed at the
upkeep of the settlement are then carried out witleaternal support. As was mentioned in
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an interview: "(.) whitewashing the chapel can lbaaon our own." This group of mayors
states that the main barrier to their work arelthelensome administrative tasks that need to
be done, while in full-time employment, and notingvthe time to work on project proposals.

For the above-mentioned reasons, these municgmliiaintain a passive strategy. Some
localities then enter a downward spiral relatedhe shortage of financial resources, the
inability to maintain basic public services, anrggpopulation and a decline in the number of
inhabitants. Such a negative trend can be aggristehe remote location of the settlement
in relation to the microregional core. In this aiion, the status quo strategy is basically an
effort to avoid this declining pathway and to retaihat has already been achieved. Priority is
typically given to the maintenance of the municipéfice and other public property, local
roads and public areas. Some mayors view this eraamnice as a priority, which needs to be
continually carried out, thus preventing them frionplementing large projects.

This strategy has been recognised (in ideal-tygarahs) in municipalities, which (1) belong
to the smallest size category, (2) are administdrgdnon-professional mayors, (3) are
sceptical of subsidy policy, (4) consider admimgtn of the project difficult and

consequently (5) withdraw from competing in projeals.

The status quo strategy thus stands out in shampash to other strategies. The ability to
maintain the assets of the municipality is basedthan utilisation of endogenous sources
(particularly social capital), which is often raddtto interaction with local NGOs, as is shown
by the following excerpt:

"If we have a problem that needs to be solved tyithen we make a deal with
the Volunteer Firefighters Group(Interview No. 1)

Local development by means of the status quo glyatenot viewed as a realisation of large
investment projects in economic terms, but as tlntenance and upkeep of the already
existing assets. Despite the fact that some vilageuld welcome economic development
through new investments, the costs of maintainungent assets are too high, therefore they
cannot give any priority to new projects, as iltaged by the following quote:

"Firstly, we need to keep up what we have hetatérview No. 2)

4 Discussion

The status quo strategy in local development migigly a passivity of actors, or even a
lagging behind, because the localities are nottioganything anew, there is no "growth".
Mayors who uphold the status quo strategy repretbenbpposite of the "project class”, as
was described by Kovaddt al. (2006). Such an evaluation would not be accuateédveral
reasons. The status quo strategy does not haeaddd deterioration of the locality. The goal
of this strategy is indeed to keep up the existjaglity of life and the environment. The main
sources for the realisation of the strategy are axtérnal, but internal, namely the social
capital associated with a collectivity. It can mncluded that the creation and accumulation
of social capital is not reserved only for succeissillages and towns in terms of local
development, but also for those which, from thisspective, appear less successful.

Using the social capital that can bond and bridgra in the locality (Putham 2000;
Hudekova et al, 2003), municipalities are able to organise déf¢ social, cultural and
sporting events, which, in other localities, areried out only if there are available funds
from development programmes. This indeed appedrs tm advantage of these localities. On
the other hand, the municipalities are disadvamtagesituations when the organisation of
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events (besides the economic capital) also reqoite= resources. Then the lack of financial
funds becomes more urgent, since it cannot easigubstituted by other means.

We would like to argue that the key means for thalisation of the status quo strategy is
social capital. It seems that municipalities etherdownward spiral only at the moment when
they cannot maintain the current state and whetheatsame time, social capital is absent.
This process is analogous to the theory of cunwdatauses, describing (with the use of the
circular cumulative causation concept) positive aedative responses to changes that are
occurring on the regional level (Myrdal 196it. in Blazek and Uhti 2002). In the case of
negative changes, a vicious circle is created wisigiot easy to break (Muller, Musil, 2008).
The chain of negative causations can be brokenexample, by an inflow of new creative
groups of inhabitants in the locality (@antek, Fétrova, Spakova, 2011).

5 Conclusions

The empirical study identified several strategiegplemented by municipalities in local
development processes. According to these strategienicipalities were classified as those
who either pursue the status quo strategy, thesatibn of external sources strategy, or the
social responsibility strategy. The status quatsgy, which is implemented by a large
number of settlements, gained a specific positiothis context. This strategy represents a
paradox of rural development. The aim of this sggtis "only" to maintain the current state
without any (or with a very little) effort towardee development of the locality. However, it
appears that this strategy does not have to benpteyn of failure, since these municipalities
often carry out other developmental activities. il lhealisation is based on the social capital
available in the locality, as this source is, toestain extent, able to substitute for a lack of
financial resources.
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Abstract: The paper is focused on the specific activitiesicltare performed for rural citizens —
particularly is focused on educational activitieshwmissions to manage local development, to
protect local environment and carefully handle withnatural and cultural heritage and to know
how to cooperate and transmit the protected valaeshildren. The paper is also focused on
critical reflection of topic, if community-led lotalevelopment (CLLD) gives opportunity to
renaissance of rural education (with tradition ofgtigious cultural and social institution within
rural areas). If the rural education gets this opputy, we are interested, how is this opportunity
exploited. Timeliness of the topic is underlined fagt, that we could repeatedly see effort to
abolish schools in small rural municipalities. Tgeper consists of the first results of sociological
research, which combine techniques of documenysind questioning. The results map situation
of community education in rural areas in the Cz&dpublic with the main focus on Rural
Community Schools and their positive and negativepegences regarding to their
institutionalization. The first results of the soloigical research have qualitative character and ai
to typification of barriers which hinder the devafoent of Rural Community Schools and
problems of involvement of rural schools to locattperships, which operate in terms of CLLD.
The barriers of above mentioned educational am#viare possible to divide to objective (related
to the placement of educational organisations withie area and to amenities of the area or
organisation) and subjective (attitude of localabitants to educational activities in general and
particularly to educational activities with regat@ community development; local capacity of
lectors and teachers for Community Schools). Goeatif local partnerships which operate in
terms of CLLD regarding to educational activitiesélated mainly to involvement of rural schools
do Local action groups (LAG). It is well known fatiat resort of education is poorly represented
within these associations. While LAG took initiaiin the researched scope of activities during
the last five years — instead of schools for rueslewal, which were the first bearers of these
activities in rural development.

Key words: Community schools, education, local developmemglrareas

JEL classification: R580, 1250

Introduction

The concept which perceives urban and rural are&sjaal partners in the efforts for quality
of life has been known for almost 30 to 40 yearsy@ér, 1990). Rural society, while
competing in attractiveness as a place of residércthe contemporary population, has not
yet found an authentic method for its developmenglevate it to the position equivalent to

the social organisation of the urban type.

The LEADER approach, which has been implementeal iilné¢ praxis of rural development
since the beginning of the 1990s, began to usalbge-mentioned method. The start of the
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implementation of the LEADER approach within thee€lz Republic has been postponed for
one decade. This approach is linked to the Sapagtagamme. Experience with the LEADER
approach has subsequently been gained since 2Q@2l.0Othe authors of the paper is
pursuing this issue, as is evidenced by numerouslications’. Experience with the
LEADER approach was summarised for the purposd@fpraxis of the rural development
policy in the strategic document called "Nation&daggic Plan LEADER 2014+" (NNLAG,
2011) and supplementary to the document called '"fGonity-led local development in the
Czech Republic* (NNLAG, 2012). These documents vespared by the National network
of LAGs in the Czech Republic (NNLAG).

Since 2009, both authors of the paper have beamsiely focused on the research of
educational activities which are used by actorsunal development to obtain the capacities
for fulfilling the mission target — to ensure thatal areas and rural society become equal
partners to urban areas and urban society in rabga®velopment. This specifically concerns
education for local development both within the UBAR approach and outside of it (project
supported by the Internal Grant Agency of FEM CUbSPrague in 2010 — 2011, 2012 —
2013 and 2014 - 2015). The newest of the projeétppreciation of Natural and
Sociocultural Potential of Rural Areas through #ities Contributing to Social Inclusion™
mainly accentuates the social inclusion of thelrpogulation (as a broad social category) in
the urban type of global society, by masteringrtiogin development with positive impacts
on increasing the quality of life in a broad sefss®e Acknowledgement).

Aim, Material and Methods

We raised the question whether rural educationméoly a prestigious cultural and social
institution) would once again have the opportumithin community-led local development
(CLLD) to attain this position. The question subgsnthe aim to specify barriers to this
objective and to clarify cooperation with actorsQifLD in rural municipalities.

As a background, on the general level, we chosen&at documents on educational policy
(Guidelines Strategy of Educational Policy to 2QRIEYS, 2013a), Information Material to
Guidelines Strategy of Educational Policy to 20MEY'S, 2013b)). On the particular level,
we chose specific documents, both on lifelong liear(The Strategy of Lifelong Learning in
the CR (MEYS, 2007), Implementation Plan of theat&gy of Lifelong Learning in the CR
(MEYS, 2008)) and community education (Strategy Métional Network of Rural
Community Schools to 2020 (NNRCS, 2012), Analydi®keadiness of the Czech Republic
and Possibilities to Development of Community Sdbio@Lauermann, 2008)). These
documents are based on expert analyses carridaydbe Ministry of Education, Youth and
Sports of the Czech Republic for its internal neeldsese documents are confronted with
documents which conceptualise and implement CLLD pnaxis (Integrated Regional
Operational Programme (MRD 2014), National Stratdgian LEADER 2014+ (NNLAG,
2011), Community-led Local Development in the Czédutpublic (NNLAG, 2012)). Our
analysis views documents on education from thepeets/e of CLLD in rural areas.

The findings thus obtained are complemented byirigglfrom the authors' field researches,
which are focused on education for rural developgmemmm 2010 to 2011, we first of all paid
attention to education as an emerging need folingadiral development, using the "bottom-
up" approach. Between 2012 and 2013, we conduciteaba study on the creation and the
initial experience of the establishment of a nekwof rural Community Schools within the

7 e.g. publications by Hudkova and Lok in Agricultural Economics between 2003 and 2010
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Pilsen Region. We researched this as a specifiegran cooperation with LAG PoSumavi
(thus without direct connection to the Educatiorp@ément)®.

Currently we are researching the issue of commugulycation within the project (2014 —
2015; field research has not yet taken place),dedwn the inclusion of rural society in the
current global society. Within this project, we a@mbining a quantitative and qualitative
research approach, because it is not a completelyplored issue.

The paper has the characteristics of critical oéifte, which

a) points out the barriers (researched with theofismth secondary and primary research) on
the pathway to the renaissance of rural educatimugh a share in local development;

b) clarifies the issue of creating a partnershiptiie development of community education in
rural areas, in accord with the principles and famrk of CLLD.

The results, which we are building on, have shoewegrl essential findings. The first finding
is related to Schools for Rural Renewal (SfRR) pscilised organisations dealing with
education in rural areas. There are 45 SfRRs ilCitexch Republic. The time of the formation
of SfRRs is possible to be reached back to 199¢nwthe first SfRRs were established, and
2007, when the last SfRRs were established. Itossiple to label those 10 years as the
"golden age" due to one of the priorities of therdkWevelopment Programme. As results
from our researches mentioned above, there is aemvdecrease in the role of SRR in
education for rural areas and an increasing roleochl Action Groups (LAG) in this field.
This shift of educational activities from SfRRsltAGs is connected with the transfer of the
support of central authorities towards LAGs anegnated rural developmeéft

The second finding is related to the focus of etlanal activities in rural areas. Activities of
SfRRs and the educational activities of LAGs arssgae to be divided into three types —
administration of educational projects, consultaimcyealisation of educational activities and
realisation of educational activities (trainingucges, etc.). Realised educational activities of
SfRRs and LAGs are focused especially on techmicg@rocessional education (e.g. how to
prepare a project or how to raise funds for prgjgctvith less attention paid to the
strengthening of the local and regional identityhad rural population. Particularly among the
most common educational activities of SfRRs and BAfB is possible to initiate seminars
focused on rural development, support of rural atlanal centres (these are possible to be
considered as precursors of Rural Community Schiodlse Czech Republic) and the support
of the establishment of museums and expositiorts aviegional focus.

The third finding is directly related to Rural Comnity Schools (RCS) in the Czech
Republic. There are 38 RCSs in the Czech Repubbiasidering the definition of RCS in the
Czech Republic, RCS could be defined as an edunadtifacility which is located in a

municipality of less than 5000 inhabitants, witlpr@scribed legal form (NGOs, municipal
contributory organisation, secondary economic &gtief the local school), which offers

lifelong education to adult residents of the catehitarea, and regularly participates in
community development activities and community ,lifmanaging its own budget and

18 Both completed projects used a qualitative research approach and combined techniques of document study
and semi-structured interviews with a low level of standardisation. The interviews contained a common part
and a variable part, according to the type of actor in rural development (according to their education):

2010 — 2011: 15 interviews, representatives of SfRRs and LAGs, representatives of the Association for Rural
Development of the Czech Republic, project managers

2012 — 2013: 21 interviews, community coordinators, mayors and deputy mayors, project coordinators,
project managers

19 For more details see e.g. Husak, 2011
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respecting the principles of financial self-sutficcy and sustainability (NNRCS, 2014).
Another significant fact is the strong relationRESs to the LAGs that are often bearers of
the grant projects used for the establishment a8&0he main specific feature of RCSs in
the Czech Republic is also connected to the relship between LAGs and RCSs — there is
significantly only a minimal connection of RCSsdichools in rural municipalities. It is quite
unusual from the perspective of the general comedigation of community education and
Community Schools abroad (see below).

Theoretical Background and Sources of Inspiration

Place-based development is also a key term of tjgnda for a reformed cohesion policy,
which is also known as the "Barca Report" (Barda)9®. The development thus named
emphasises the basis of local needs and the ititagiat local potential, which are used to
resolve needs by joining the forces of local actdtrss possible to infer that this kind of
development respects the requirement of authenticit

The theoretical background for place-based devedopns formed by institutional regional
development theories (Hudson, 2007; Morgan, 200#jnAand Thrift, 1995), especially by
concepts which emphasise the elements of the sduioal environment of locality (mainly
ties in the network of contacts and embeddednesiseinocality) as development resources
(Granovetter, 1985; Atterton, 2007). They argué thase resources are able to generate tacit
knowledge (Hudson, 1999). This type of knowledgeas possible to codify and this is the
reason, according to some authors, (Maskell ancbdfgl] 1999; Lam and Lundvall, 2006;
Lundvall and Nielsen, 2007) that tacit knowledgeaiscarce resource, because it results in
original innovation linked to local potential. Théme question arises as to what an effective
method is of learning to support the creation apitaduction of tacit knowledge. The answer
to this question is offered — community educati@mg social learning of new approaches
within collective communication, cooperation anadmbnation in network structures (Let

al., 2005; Shucksmith, 2000; Lam, 2002).

We consider that it is possible to create an dffedinkage between the need for a close,
inner, local world and the respect for the requeata of a remote, external, global world, so
that community education in the rural areas

- benefits the local community, as well as its tietss within the broad social
environment;

- maintains and promotes confidence in its actarghe rural areas, as a result of
repeating the transactions after a positive expeeavith community education.

From the history of community education and schuaplit basically follows that community
education is referred to as a modernisation okataseducation, which extends:

- its socialisation function (not only educates &lkso rears);

- its social function (searches for multiple parsigps, facilitates involvement in social
networks, enhances social capital);

- its socio-political function (mitigates social awsion, removes barriers in access to
education);

- its temporal dimension (full-day effect);

- its demographical dimension (acts as lifeloreynéng, connects education of parents
and children).
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The concept of community education has been spe@aeé the 1960s. This is the reason for
its inconsistent conceptualisation and diverse iagfbns in specific countries. There is a
constantly applicable common basis — the involvamépeople from outside the school and
close links between the school and local commurtitgerset al. (2011) state practically
verified assumptions of the reciprocal positive dféa both for the school and local
community. Coleman (1987) emphasises the sociaitatagvhich is reproduced and
strengthened during collaboration between the dcaiod local community. Sanders (2003)
points out the diversification of community elenmseit education, but explicitly emphasises
the collaboration of the school with local entreyaers, with social services in the locality
and also with universities. A diversity of applicets of community elements in education
respects the specific sociocultural climate anccational systems of specific countries.

Nevertheless, the above-mentioned authors agresome common features of community
education:

- at the outset, the concept was applied in towntin rural areas, it is applied as a
result of infiltration of urban elements into rueakas;

- increasing the development potential of the liblgabk a secondary, but significant
product value added to the educational procesgedavut within the locality.

Due to repeated discussions whether disturb ratadds (in relation to the low number of

pupils and insufficient equipment for the educatioprocess), we started to be deeply
concerned about this secondary mission of Rural i@onity Schools. This idea was also
underpinned by the practical knowledge gained.

It is possible to summarise two main shortcominggctv are possible to be solved by the use
of community education:

- readiness of stakeholders in rural developmemt doalified (i.e. complex and

integrated) procedures for the creation of mediamtdevelopment plans related to the
necessity for the use of systematic "soft" infororatfrom shareholders, control of time
management, team cooperation and complex admitmistréhere it is possible to find the

potential opportunity of cooperation with univeies);

- education is considered as one of the horizdofats, which is often appreciated as
an important need for solution (here it is possitdlesituate the opportunity of obtaining
positive effects from the interconnection of schadl local community).

Results and Discussion

As indicated by the available information, instibmalisation of RCSs in the Czech Republic
is not well developed. The year 2005 was an impbralestone, when the National Network
of Rural Community Schools was established, agpittnnationwide operation. The network
has its headquarters in the Vys@m Region, where the highest number of RCSs #umatsd
(more than three times the number of those in athgions¥°.

Newly prepared strategic documents for the devetyrof the Czech Education Policy up to
2020 do not include any reference to community atloi in rural schoofs. However, the

20 From the outset, authors of the paper monitoptieess of institutionalisation of RCS in the Ril$egion,
where the number of RCSs is the second highest.

2! These are specifically two publicly available do@nts of the Ministry of Education, Youth and Spat the
Czech Republic (MEYS), which follow on the long+#testrategic document of 2001 (called the "White IBY0
In January 2013, public discussion began on themeat: "Guidelines Strategy of Educational Poly2020".
"Information Material to Guidelines Strategy of Edtional Policy to 2020" was published in Septenf&t3
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requirement to develop various opportunities féelding learning, together with the support
of active citizenship (as one of the aims) is ems&l in these documents. It is also stated
that schools are lagging behind other institutionthe public and private sectors with regard
to the training of "soft" skills (critical thinkingdecision making, self-management,
cooperation, leadership and the ability to be llempathic and flexible). In such learning,
new content and form can be utilised, made possiplthe development of information and
communication technologies and by network sharifigs entails the "opening up of the
school to the world outside the school”, by modsation of the content and form of
curricular activities. However, the wording of thext does not mention a connection to
CLLD, despite the fact that it could be expectedoatding to the significance of the above-
mentioned facts.

Older documents ("The Strategy of Lifelong Learnimg the CR" of 2007 and
"Implementation Plan of the Strategy of Lifelongakeing in the CR" of 2008) were prepared
in the same manner, but are also essential ta ispbssible to develop a wide platform in
further educatioff of cooperation of schools, employers and othetose®f the public and
non-profit organisations. This complex system aftifar educationjnter alia, meets the
needs of the formation of learning communities aatilve citizenship.

Content analysis of the above-mentioned documedisates:

- a strong accent on education for the labour marke

- the requirement to coordinate further educatipMiEYS;

- non-participation of organisations outside thieogd in this kind of education;
- a low level of involvement of learners.

Strong barriers exist to the demand for adult etloica- mainly financial, information and
barriers regarding its form and methods. The suppl/weaknesses in structure (in relation to
the needs of the labour market and needs of grolupsople endangered by social exclusion),
quality and evaluation. Opportunities for developinare the interest of various groups of
people in education for leisure activities and ¢apacities of schools for teaching. However,
pedagogical staff suffers from the lack of readénfes variability in study programmes and
educational methods for special target groups. & isa noticeable strong departmentalism —
starting with the incohesion of policies (e.g. Ealimnal Policy, Employment Policy, Active
Social Protection, Support of Entrepreneurship) ematinuing with errors in coordination of
management and operation of further education abthgional and local levels. The phrases
"community education” and "Community School" aresait from the above-mentioned
documents.

A special study dealing with community educationthe Czech Republic was prepared in
2008 (Lauermann, 2008). It is based on 40 caseestud Community Schools, of which 7
(17 %) could be classified as RCS. The case stediesist of establishments registered in the
network of schools (i.e. with close connection t&¥8), which also adds further education
(e.g. for community development) to early educatidimere is the criticism that the
community method of learning in the Czech Repuldiéocused either only on children or
only on adults. Results of the study accentuatedhes of directors and pedagogues of local
schools (in the best case scenario, the directbafpeEgue is also the community coordinator),

as a basis of this discussion. It is also stataetttte Act governing what is known as "further etion” (the Act
No. 179/2006 Collection of Law) is sufficient andtential changes are possible to be solved bynienament.
22 Further education follows early education, whiohsists of primary, secondary and tertiary edunatio
Further education is intended mainly for adults.

290



cooperation with parents, initiating and coordingtirole of the school in community
education and multisource funding.

However, the real situation often differs — on thee hand, the local community does not
accept the school as initiator and coordinatorarhimunity education (these results are also
confirmed by our research); on the other hand, gegiaes are reluctant to participate in
community education, because they do not want tartoker the control of partners and they
are also not interested in cooperation with pastner

Connection with CLLD is evident within the documeritthe above-mentioned NNRES-

the basis are local needs, focused on cooperatidmeducation, and place-based development
is supported by these methods. The vision is psstksystematically and contains the
necessary institutional linkages — creating andisganformation within networks, training

of professionals for rural community education, atirey partnerships within rural
communities and outside of them with public auttiesi and the non-profit sector, including
foreign organisations operating within lifelong feag, cooperation within European
structures and projects, multisource funding.

The analysis indicates that NNRCS is successfakéating its own capacities and offering
services for RCSs (models of RCS, content of prognas and courses for RCS, professional
education of contact persons — community coordmsatnanagement of database of RCS and
utilisation of multisource funding). However, theoplem is rather to meet these capacities
within rural areas (by promotion, raising awarenetstakeholders in local development,
methodological assistance, operational manageroegdtion of a network of contact points
and centres with facilities for RCS) and also witklie global environment (participating in
tenders and professional contests, providing sesvior "intermediary” organisations, e.g.
Labour authorities).

Regarding CLLD, it is necessary to state that coatpen with LAGs and other rural
development initiatives are repeatedly mentionedhiwi the above-mentioned SWOT
analysis, but this cooperation has not been sultdgstulfiled. The low participation of
organisations and initiatives from the educatiosattor with members of LAGs, or as
recipients and project leaders within the LEADERraach (specifically, 6 out of 38 RCSs in
the Czech Republic are members of LAGS) is alsotioeed.

Our primary research was focused on the establishara the first experience of RCS in the
Pilsen Region, where RCS were established withspexifically focused project connected
with LAG PoSumaw. There is a significant connection of establisiR@Ss to NNRCS.
Promotion of RCSs within LAG PoSumavi through NNRC&uld be considered as an
opportunity. Other strengths are the possibilityimiegrating citizens' initiatives and the
communal learning of parents and children withimpaticular locality. However, this is
conditional on the use of the opportunity to inseedhe interest in RCS at the municipal
council. A general lack of interest in RCS and fitevailing nescience about community
education are the main weaknesses. This resulteeidependency of local RCS on one
particular person.

23 The material called "Strategy of National Network of Rural Community Schools to 2020" was prepared in
2009 and updated in 2012. The update was so processed that specific measures are taken stock of as the basis
of the SWOT analysis, which are associated with eight priorities of the vision. In 2014, another update will take
place.

24 The above-mentioned SWOT analysis prepared by NSIRGocused on a broader context (the Czech
Republic). Its results indicate where the gendha Czech Republic) and specific (Pilsen Regiovglie meet;
similar factors as in the SWOT analysis preparedsy
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The fact that the network of RCSs within the Pilsagion has been established as the basis
of one particular project connected to LAG PoSuméeais both positive (initial financial
support of RCS; professionally educated communiyrdinators by NNRCS) and negative
effects (initiation of the project is not consideiia half of the cases as a solution for the own
needs of localities; RCS is not considered as anpatl coordinator but rather as a competitor
in existing initiatives for place-based development

It is not obvious that RCS is connected with thealoschool (only 18 RCSs in the Czech

Republic and 2 RCSs in the Pilsen Region are caedecOpportunities for connection are

mainly technical facilities which the school coybvide for community education. On the

contrary, mainly personnel resources are consideseatreats to this connection — community
coordinators are usually not on the staff of thealaschool. Pedagogical staff are also not
active as RCS lecturers. These connections wihbesubject of our ensuing research.

The latter result is particularly interesting tongmare with the praxis of RCS abroad. The
Anglo-Saxon model (applied in the United Kingdomdatihe USA) mainly emphasises
collaboration of the school with the local commurand involvement in the school activities.
The basic and indisputable assumption of a direehection between Community School and
local municipal school is found not only within $hinodel (but also in France, Netherlands,
Germany and Sweden) (Heeatsal, 2011). In the United Kingdom, the concept existewn

as "extended schools". Implementation of Commufithools in the United Kingdom is
carried out with full government support and theratp is based on legislation. Concepts are
prepared for the support of the expansion of sesvigrovided by schools in reaction to the
demand by the local community.

Therefore there is clearly an evident secondarysioms of Community Schools, which
consists of increasing the development potentiakthef locality. Strong partnerships are
created between schools and local organisatiorach ef them contributing to the improved
functioning of schools. Attention is also paid woperation, interaction and the transfer of
experience among all Community Schools. This ie@sa for the whole system and the fast
commissioning into praxis.

Several models of Community Schools exist in theAl#ad there is also an effort for the
establishment of a network of Community Schoolan@wnity Schools in the USA stress the
partnership between school and local residents niicte school activities. Community
Schools are also focused on the education of mam@md other adults in the community.
According to the special needs of each communigm@unity Schools offer services in
various kinds of education and awareness (Lauern008). The focus on the development
potential of the locality is accentuated in the U$rPobably most of all the researched foreign
examples. There is an evident synergy effect ofroamty education of children and other
members of the community and the support of loeaktbpment.

Conclusions

The basis of this paper is the reasoning that dribeopossibilities is that the rural society
could become an equal partner to the urban sodetyintelligent and sustainable
development. This supports inclusion and is aiméde@nomic, social and territorial
cohesion, which are investments in lifelong leagnivithin the CLLD framework. This effort

is declared in the Integrated Regional Operatidtralgramme (IROP) for the programming
period of 2014 — 2020 (MRD, 2014).

How this possibility is reflected by MEYS (respduisi for the educational system) was
researched by the use of a document study techaioggiceomparison of strategic documents
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of both MRD and MEYS; by studying the documentsdtlger professional organisations
operating in the relevant field and also by fieddeaarch. Basically, we sought to answer the
general question of how the creation of learninmemnities through community education
is implemented in praxis. The existence of learrdiagimunities is seen as an option for the
reproduction of tacit knowledge. Original local awations for the appreciation of local
potential may arise on this basis. Special attanggoaid to the position of rural schools and
their cooperation with other local actors on behaflf community education for local
development.

The MEYS documents on the Education Policy cleaxigress the needs for modernisation of
the contents, methods and form of education inlolifg learning processes. However,
community education in the context of CLLD is neitlexplicitly mentioned nor markedly
included implicitly. The documents are markedly Used on lifelong learning for labour
market requirements. The contrary creation of Iddahtity for place-based development
through education is mentioned only declarativa@llye documents of NNRCS, as a special
professional organisation for rural community ediorg result in the confirmation of the
insensitivity of MEYS in the creation of an enablienvironment for strengthening the role of
schools in CLLD. The special MEYS document devdtethe issue of community education
mentions a reluctance of pedagogical staff to erda¢ partnerships for the development of
community education, due to concerns regardingipudantrol. We assume that so-called
"departmentalism”, which demonstrates little wiljiress to create learning communities, as
well as mistakes in the art of cooperation by repneéatives of MEYS, local administration
(including self-government) and other possible tes in the background of the situation
described above.

This situation is possible to be considered astiaan contextual barrier to the development
of rural education for the appreciation of locakgydial. That it is not a marginal issue is
shown by the fact that education in general (adngrdo representatives of municipal
councils) ranks among the so-called horizontald®pvhich are necessary to be solved — and
not only its technical aspects.

Therefore, it is possible to reach the followingclosions:

1) Community Schools should be established upon fthi@ment of certain objective
conditions — geographic location and accessib(line Community School should meet the
selected educational needs of residents of thdeiat area); demographic structure of the
population (this shows the parameters of the taggmbulation's education); potential
participation given by the existence of a localadhand local societies (the Community
School works towards the final solution of creatincal partnerships);

2) It is consequently necessary to eliminate thaiestive barriers to the development of
Community Schools. This starts with the supportheir existence by the general legislative
and promotional framework as a basis of cooperabetveen MEYS and MRD. It should

continue (at mezzo level) with the support of dé@dised government authorities and self-
government authorities. Solution at the lowest lleigealso of the same importance —
cooperation of rural municipalities within the framork of CLLD.

CLLD is officially supported by IROP. Local partiskip is promoted on the basis of LAGs.
Rural schools are among infrequent partners as membf LAGs. A low level of
involvement of educational organisations in genetithiin LAGs is documented. This is seen
as something to be improved. Common praxis of comiyweducation abroad testifies that
the local school is the main partner. There is @ednto be concerned or to doubt whether this
could also be similar in the Czech Republic. Irs tbontext, IROP supports the creation of
technical capacities. MEYS should demonstrateupgpert aimed at the creation of capacities
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for new contents and methods, which comport wittalameeds. It should show its support of
community education through Community Schools antth@ creation of personnel capacities
(both focused primarily on the reproduction of tacgiowledge, strengthening local identities
and local social capital).
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Annotation: The paper deals primarily with a new methodologamception on the study and
applications of cross-cultural differences in maragnt. As is show in the paper the approach
proposed could be used in a wider area, includiegole of social and work groups’ differences,
as well. It goes without saying that the commuiéty-local leadership depends on the quality of
mutual communication of the subjects (individuasrk groups and social groups) involved. The
conception described in the paper was developgdstahis end, originally in the cross-cultural
context. Its enlargement brought about by the mtegethors might be successfully applied to the
group differences, as well. That way, it seemsphresent paper is highly relevant to the CLLL
field.

The paper is an inquiry into the possibilities & tepidemiological conception of culture
differences. The paper aims to develop this apfprdgcmeasuring one of its essential variables,
cultural representation centrality. The concept®mtroduced and described in the paper and its
importance for the theory and practice of managendstussed. The method to measure the
variable mentioned is founded on a factor analitrnadel. The measure described might be
thought of as rather crude, however it might helstudy cross-cultural phenomena, as well as
differences in social and work groups. The proceduoposed might help to widen the scope of
available methodology to study the phenomena dpdcif

Key words: cultural representation; measure of centralitgssrcultural differences; social group
differences; management.

JEL classification: M16 ; M53.

1 Introduction

The paper tries to develop further the theory afssrcultural differences based not on the
differences in value preferences, as e.g. Hofstgtiefstede et al.,, 2010) or Schwartz
(Schwartz, Bardi, 2001), but on the cognitivist cgption of meta-representations,
specifically its derivative called by Zegarac theidemiological conception. This
development might be useful in management studielsadso in practice. The value-based
conceptions make it possible to describe genewaiacheristics of a national culture, however
they are lacking in detail. As an example we cawdd Hofstede’s dimension of “Uncertainty
Avoidance”. According to Hofstede, Hofstede and ktw (2010, p. 197), strong uncertainty
avoidance is associated with speeding and surmpspied limits on the highways. Germans
are rather strong on uncertainty avoidance, theesasnare several other Middle European
nations (Kolman, et al. 2003). The behaviour ofr@aanrs on the highways differs from that of
other Middle European drivers, though. The sameadals regards punctuality, which is
associated with the same cultural dimension. Gesnaae punctual, Greeks are not (at least
not to the same extent). To understand why maatiesis of the same characteristic might
differ in different nations would need a new appfoarhe present authors try to help in its
development by proposing a way to measure one kepgmenon of Zegarac’s conception,
the cultural representation centrality.
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The epidemiological conception was developed byaZag (2011) as an offshoot of, as he
calls it, the cognitive pragmatic perspective omownication and culture. This conception is
an advance based on its predecessors in cogri@ggyt and the study of human interaction
(see Goffman, 1964; Sperber, 2000). Zegarac de#thsonoss-cultural differences and inter-

cultural communication in a more general conceptidrthe study of social situations as

contexts of social communication and interactiormisTaspect of Zegarac's theory is

important for the present study as its results fpmirthe applicability of the idea to a wider

field than just the cross-cultural area. Such dargement of the conception discussed could
be assumed quite easily, as Zegarac himself defineslture in rather broad terms. He

(Zegarac, 2011, p. 4) notes that the terms “Cultawad “Social” are almost synonymous and

that he would call "cultural" the things which aetatively stable and widespread. This broad
definition is useful for the inquiry we try to pesg in this paper, as the material we use
concerns differences between groups and not difte® of culture. Because of this wider

understanding it is applicable to community-ledaldeadership, as well.

The epidemiological conception might be describedaa attempt to model ways in which
social communication develops the specific charamfte culture. The basic idea behind the
conception is meta-representation. A meta-repratientis a mental representation of another
mental representation or, more specifically, a @lerdgpresentation of some subject, object,
event or a state of affairs to which a belief iscgsated. To present an example, we might
start with a political situation in some countryp&rson living in this country acquired some
knowledge of it, and this knowledge is her mengégresentation of the state of the political
affairs in the country in question. The person nilgte the present situation, or she might
hate it, or be afraid about her future becausdsotansequences. Any one of these beliefs,
when associated to the mental representationnwake a meta-representation out of it. Such
meta-representations might be shared by severalgaoa society by people speaking one to
the other, writing blogs or papers, making proclaoms, etc. This way the beliefs and
corresponding meta-representations spread thrdweghdpulace and are perpetuated there. If
the number of people who uphold a specific metaesgntation for some non-negligible
period of time is large enough, it will make a audtl representation.

For the purpose of this paper we will leave thestjoes concerning how large is “large” and
how long a meta-representation should be upheldetdhought to be “stable” presently.
Instead, we would like to point attention to theyvim which a cultural representation spreads
through a society. It propagates, as Zegarac (2@gsgribes it, in a similar way to an
infection. As flu spreads through the populace, ynagople are infected, but not all of them.
Those, who are infected, suffer diverse degreelinelss. Some are only slightly affected,
others suffer badly. In an analogous way a cultoegkesentation is present in individual
minds of people sharing a common culture with dieestrength or clarity. It means that even
if a cultural representation is an integral part aofspecific culture, not all the people
recognised as members of the cultural unit concenvél be “affected” by a cultural
representation to the same degree. Just this im@ortant part of the Zegarac’s conception.
The older theories, e.g. Hofstede’s conception ¢kéofe, Hofstede, Minkov, 2010), described
cultures by characteristics which were expectedbd@othe same for all the members of a
cultural group. Zegarac’s theory might deal witle ttame problem in greater detail and,
presumably, with greater precision. While in Hofigs theory a culture is described by
means of an aggregate of measures of its positiorailture dimensions, it do not allow for
the scatter and dispersion of the individual défezes inside the cultural group. Zegarac's
conception seems to make possible to study thestyabehind the aggregate. The present
paper tries to find ways to achieve this end.
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As mentioned above, meta-representations diffethen number of cultural/social group
members who share them and in their stability nmeti These differences might be useful in
distinguishing cultural representations to thoseliagble only to specific social groups.
Clearly, cultural representations will be sharednigre people and be more stable. Besides
these differences Zegarac (2011) introduced anatharacteristic which seems to be crucial
for communication inside and outside of a cultw@tial group. This characteristic is
centrality of a meta-representation.

As Zegarac (2011) puts it, a cultural representais central for a culture group, if it is
causally efficacious over a large segment of spcids an example he mentions religious
beliefs and fashions. Religious beliefs might beyveentral to the thoughts, feelings and
behaviours in a society, whilst fashions are oftbart-lived and restricted to only a specific
socio-cultural domain. The centrality of represdotais important as it plays an important
role in intra- and inter-cultural communication. €Ttmore representations members of a
social/cultural group share, which are central ltamamost of them, the easier will be their
intra-cultural communication and the less easy migdcome their communication with
people outside their group. As an example one migsider the difficulties which
sometimes arise for members of professional comtesnwhen they try to communicate
with the lay public.

Because of its importance in human communication ameraction, centrality of a
representation might serve as an important varisblesearch. However, Zegarac gives no
hint as to how and whether the centrality of aespntation could be measured. This paper
attempts to propose a way to do it. The approadhedaentrality measurement put forward
here is based on a model example described inotleaving paragraphs. Its most important
aim is to show that centrality could be measureeitd8 and more feasible procedures to
measure centrality, than the one proposed herdhtroggdevised later. Until this happens, the
procedure described here might be useful.

The proposed procedure is derived in this papenégns of a model. As it is described in the
following paragraphs, the model employs a socialugrdifference instead of culture group
difference. So, it deals with a phenomenon whichdlyacould be called “cultural
representation centrality”. Perhaps, it would beper to call it “a group-difference
representation centrality”. However, it is shownolethat it is homologous (it takes on the
same form) to the Zegarac’s notion. That way theaalestration of the possibility to measure
a representation of a group difference establighgmssibility to measure the concept of
Zegarac’s theory. Thus the model enables not amlgagmonstrate a way how Zegarac’'s
concept might be measured, but to generalize itamaake it applicable to a wider field.

It should be noted at this place, that the terpresentation” is used in more than one context.
Zegarac's cultural representations are employea wider theoretical sphere, as mentioned
above. Their study is based on the analysis of connration processes, and it is mostly done
by qualitative methodology (Zegarac and Spenceey)d013). Besides this there are social
representations which are dealt with in the oltheoty of Moscovici (1984) which is based
on analysis of linguistic behaviour. Both the cqutaans, cultural and social representations
have found their use in a wide area of cultural sodal group behaviour studies. To name
just a few, they were found useful in the studynudrketing (Humphreys, 2013); mental
health (Harpin, 2013); and in political science ifighWan et al., 2010). However, it seems,
they were not used in management studies much.eRBepation is, of course, a general
concept and so, in even the narrow sense of whathwbeings hold in their minds, it could
be encountered in different theoretical contexise(se.g., Hornbeck and Barrett, 2013)
besides those mentioned above.
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2 Materials and Methods

Let us assume there is a meta-representation wioha high degree central to some specific
cultural/social group of subjects and, at the séime, not central at all to another group of
subjects. If it would be possible to identify antfatentiate subjects who belong to one or the
other of these groups, a study of differences mtreéty of a meta-representation would be
possible. The difference between high degree almdo&) no centrality is rather crude as a
measurement procedure, however it is a measurefleaprocedure to measure centrality of
a meta-representation proposed in this paper cbeldaid to be practicable, if the above
mentioned assumptions would be met in a real situat

In the research described the differentiation & ttvo groups was done by the factor
analytical method. Factor analysis enables oneetxribe differences between individuals
and groups by means of coefficients and scaleshitnway it might help to describe and

analyze differences in centrality of a meta-repméstgon between two or more groups. In the
case presented here the groups will be definediftgrehces in centrality of an efficacy

disbelief meta-representation.

2.1 Building a model — a case of disbelief in efacy

It is generally assumed that efficacy at a worlcplégs important both for the employer as
well as for the employee. However, in our survegshave identified subjects who seem not
to believe that to be efficient makes sense (Mikat. al., 2006; Kolman et. al., 2011, 2012).
This phenomenon we have dubbed efficacy disbéhdhis paper the efficacy disbelief meta-
representation will not be analysed in greater ldéptcomprehensive discussion of the term
will be given in a separate paper later). Howethas, meta-representation seems useful to this
paper’s aims. The argument is as follows: If tremee subjects who believe and others who do
not believe in the worth of efficacy at a work-mad is possible to select groups of subjects
which differ in their meta-representation of thiscacteristic.

2.2 The survey

The items used to construe the problem describedeatvere part of a method designed by
the present author and his collaborators (Kolmarale2011, 2012). The items were applied
as part of a survey dealing with work motivatiord avork-related values and attitudes.

The survey sample size was N=512. The sample strjchs goes about socio-demographic
characteristics, approximated a representative saaifghe general population of subjects in

their productive years in the country at large: rehevere the same number of men and
women; the ages of subjects were: 29% in 21 t0680% in 31 to 50 and 10% were older.

60% were high school and 26% University graduatee Table 1).

Table 1: Ages and education of subjects

Ages of subjects Highest education level reached

Below 21 8
21 to0 30 148  Below high school 71
31 to 50 307 High school 306
51 and above 49 University 133
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The research instrument mentioned was designedetmsune attitudes to work in general
(Kolman, et al., 2012). Three of its items are vald to the present model development. In
all the three cases the question started with “igosbable it is that ...”. These items were, as
follows:

0 var00025: if an employee works exceedingly wélk, manager would not notice it;
0 var00027: if an employee is on good terms withrhanager, her co-workers will be wary of her;
0 var00031: if somebody is good on the job, it Ww#l a benefit to those who are not as good.

These three items might be used to build a scalehwive dubbed “a disbelief in efficacy
scale”.

3 Results and Discussion

Table 2 shows the results of a factor analysis (6#Abhe survey data concerned, in which
only structure coefficients (factor loadings) larghan 0.3 are presented. The FA was
implemented as a principal component analysis Vi@l by a Varimax rotation. The three
items introduced above form together the seconwrfago, the efficacy disbelief scale could
be identified with the second factor derived byanalysis, as presented in Table 2.

Table 2: Results of factor analysis

Factor 1 2 3

Var00023 0,847
Var00024 0,673
Var00025 0,603
Var00027 0,681
Var00028 0,496
Var00029 0,689

Var00030 0,663

Var00031 0,611
Var00032 0,764
Var00033 0,666 0,337
Var00034 0,713

In the second factor, three variables may be fauntid structure coefficients higher than 0.6,
and one variable with a structure coefficient dliglhigher than 0.3. The first three variables
are the items which were introduced above and fathem, if answered positively, would
convey a negative understanding of efficacy. Thertfo variable of a lesser structure
coefficient (0.337) acquired a much higher struetooefficient in the first factor and thus it
could be left out in the description of the effigatisbelief scale, as discussed in this paper.

In general, FA results in finding new (latent) \adies called factors. The original variables
could be used to form a scale on which a latenakbr could be measured. In the present
case the FA resulted in finding three latent vdesbThe second latent variable (the second
factor) is a combination of the three items whioh iatroduced above in connection with the
efficacy disbelief. If it could be demonstrated tthhe efficacy disbelief is a meta-
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representation, it will mean that the efficacy @istf scale which was extracted as a second
factor in the analysis of data, as described abocweld be used to measure the centrality of
this meta-representation. This demonstration cbalgrovided in the way as follows:

Proof: Efficacy at a work-place is a representation state or an event in the environment.
Disbelief is a belief connected to it by a group soibjects. A meta-representation is a
representation plus a belief connected to it. Beeaof it efficacy disbelief is a meta-
representation.

The belief is strong in subjects who score at aole pf the scale and the opposite holds for
subjects scoring at the other pole of this samé& stiafollows, that groups of subjects who
score on the opposite poles of the scale difféhénstrength of their belief and, consequently,
in the centrality of the aforementioned represaénmat

Zegarac’'s approach might remind one on social sgmtations of Moscovici (1984),
especially as it goes about his description of wag/s by which cultural representations
spread in a society. However, there are fundameliffatences between the two conceptions
in methodology. Zegarac aims at the study of caltphenomena function both in cognitive
and communicative acts. In his conception, in tifler@nce to the older approaches, Zegarac
stresses the importance of situation and contexthich these acts happen. On the other
hand, study of communicative acts and of use ofdgjoas was the case with Moscovici’s
approach, might lead to better understanding ofarmgpresentations in general and of
cultural representations specifically. So, both #pproaches might be combined and used
together. Perhaps the study of the phenomena mextimight even lead to other methods of
measurement of cultural (social group) represesatentrality than the one proposed in this
paper.

4 Conclusions

The paper deals with an attempt to widen the safpghe methodology of the research on
management and organizational behaviour. Methogolg general and measurement
procedures specifically seem to be the most impbrdagvices to gather and organize new
knowledge (Aguinis et al., 2009). Cultural repraaéions of Zegarac might add to the
prospects of research on management and orgamabtiehaviour in studying cultural, as
well as social groups’ differences. The same, &sqmt authors hope, might hold for the
method proposed in this paper.

Measurement of a representation centrality migha liseful tool for a more detailed analysis
of cross-cultural differences. In the conceptidke those of Hofstede (op. cit.) and Schwartz
(Schwartz & Bardi, 2001) the whole of a societgassidered to bear some kind of character
and it is hardly possible to discern the differengeside the society. Measurement of a
representation centrality might help to study tinesity inside a cultural group. Another
problem in dealing with how the measurement of aregentation centrality might help
concerns the analysis of diverse manifestationsiroflar (general) cultural characteristics in
behaviours, feelings and thoughts of nationalsitéér@nt countries. Some nations are more
similar than others in general cultural charadt@yever this similarity might, as it seems,
manifest itself differently. That this really isetttase was exemplified in the introduction to
this paper.

Actually, the approach discussed in this paper tghuseful not only in the understanding
of differences between two or more cultural anddocial groups, but might also help in

understanding intra-group diversity. The model \meehused to demonstrate the possibility of
measurement of centrality is based on findings Wwisicow that in the case described, there
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exists diversity in understanding a specific chemastic of a group of subjects. To know
more about the role and functions of intra-growgedsity would be useful both in theory and
practice of management, as it might be a decisaeéof in the intra-group dynamics. Intra-
group dynamics may be assumed to play an importaet in any group development,
whether in growth or decline. It is important, asliwin understanding of teams’ functioning,
and thus in management of teams.

The interpretation of the research results presemtehis paper seems are in accord with
Zegarac’s description of meta-representations, lasepidemiological conception of cross-
cultural differences. Zegarac’s approach and theeaismeta-representation as a conceptual
tool appear to be useful instruments not only iralgsis of cultural and sub-cultural
differences, but also in analyses of differencesgadups of other kinds. Studying and
understanding social and work-group differencedois management and other practical
purposes as important as the study of cross-cultliffarences. Because of this, the method
proposed in this paper might be found to be usafah for other purposes.
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Annotation: Although the agriculture/farmers cannot be seercrasial sector/actors of rural
development, their importance is not negligible.rr€ntly, some popular concepts of the
development of the transforming rural space — cphoéthe OECD (2006), bottom-up approach
of community-led local development and implement&DER method - understand farmers as
important factor of rural development and emphatiizeneed of connection of the key actors in
the rural areas and the need of their own participaand initiation of the development of rural
areas. The changing position of agriculture anddffferentiated rural areas is also reflected & th
theoretical approaches trying to explain this tfamsation with agriculture seen as one of the
sectors and industries in the rural areas whichecasuire the sustainability of rural households and
the quality of life in rural areas through combioatof agriculture and other activities (tourism or
other services) in the frame of multifunctionaldgncept. Therefore the present paper opens the
guestions of how Czech farmers reflect their positn the rural areas (particularly in the context
of multifunctionality) and whether they understatiis issue only through the narrow sectoral
focus (agricultural development) or whether thescpive it as a complex dimension connected to
rural development. To answer these questions, ibeepted sample research was conducted in the
autumn of 2013 among 73 farmers when 30% of ppetsig farmers cultivated an area smaller
than 50 ha, while only 21% of the respondents tepoB0% of captured agricultural land. Based
on the sample research findings, farmers are karigahiliar with a comprehensive view of the
Czech rural space in the context of multifunctidtygah agriculture. They reflected position in the
broader socio-economic and environmental contexhefarea where farms are localized. On the
other hand, acceptance of their own agriculturséivities in relation to the primary function of
agriculture in connection with multifunctionalitythe production of agricultural commodities, was
identified as a very strong too.

Key words: Agriculture, farmers, rural areas, multifunctiabal rural development, the Czech
Republic

JEL classification: R58

1 Introduction

Development in rural areas shows that the socilesmonomic situation of these areas is only
partially related to the development of agricultuddthough a farmer still remains the most

important user of rural land, as well as a decisaaor in the landscape maintaining and

protection of the environment (Bedil@va, 2009: 41), the number of people employed in
agriculture has been gradually declining in the tagnty years. Therefore, farmers are seen
not only as food producers, but also as rural preresurs involved in the management and
maintenance of the landscape.

Thus, the creation of links between economic (adfical and non-agricultural), social (sense
of belonging and needs of the rural population) i@ natural environment (landscape and
ecology)(Rlucha, Viktorova and Bedmikova, 2009: 56) and connecting of individual astor

of the rural space should be seen as a conditiorsdocessful rural development. These
preconditions are already reflected in the intreduparadigm of rural development by the
OECD (2006: 14-15) emphasizing the role of locatoesc in rural areas (residents,

entrepreneurs, farmers, representatives of pubhairgstration and local government) in the
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development of the area, the LEADER method appleder the Rural Development
Programme (Binek et al., 2011) and community-lezhlaevelopment (CLLD) supported by
European Union in the current programme period 428020)(Soto and Ramsden, 2014).

In analogy to the theoretical approaches concernimgl development mentioned above,
concepts focusing on development of agriculturleceéthe changing position and importance
of agriculture. Following the concept of producsivi and post-productivist transition (Bowler
and llbery, 1998), multifunctional mode/transitipefiod is formulated to explain the

observed changes, especially in the agricultursiesy (Wilson, 2001; Wilson, 2008). Some
authors extended it to describe the changes inutla¢ area in the frame of multifunctionality

(Holmes, 2006; Marsden and Sonnino, 2008; Rentirad. £2009; Wilson, 2010). Discussion

of the multifunctionality could be understood asframework for the ongoing trend of

rationalization and intensification of agricultunatoduction driven by production-oriented

policy and trade liberalization (Cairol et al., 2)0but also occurring with post-productivist
practices, supported by agricultural policy.

The multifunctional agriculture is therefore seeanagriculture not only producing food and
raw materials for industry, but also as tools fomimaing a sustainable countryside,
renewable natural resources, protecting biodivwgrgiteating jobs and contributing to the
vitality of rural areas (Potter and Burney, 2003irGl et al., 2009, Renting et al., 2009).
Therefore, in the frame of this concept, agricdtis considered as one of the sectors and
industries in the rural areas, which can ensurestisainability of rural households and the
high quality of life in rural areas through comMioa with other activities (for example
tourism or other service).

Therefore, the present paper opens the questionswofCzech farmers reflect their position
in the rural areds (particularly in the context of multifunctionaljtand whether they look on
this issue only through the narrow sectoral foagriCultural development) or whether they
perceive their agricultural activity in a more cdey point of view of rural/local
development. To answer these questions, the réseas conducted in the autumn of 2013
with 73 participating respondents (farmers).

2 Materials and Methods

Opinions and attitudes of Czech farmers to multfionality in agriculture were captured by
sample research which was managed as a comporniet lohg-term work and interest of the
author in this field of study (see egéahik and Koneény, 2011; Konény, 2013; Konény,
2014). The sample research was conducted in Oct@b&B8 applying the following
procedure. The author of the article prepared aokefuestions composing three research
topics: multifunctionality in agriculture (1), chges in farming and factors determining the
changes (2) and the importance of the Common Aljuial Policy for agriculture (3).
Appropriateness of interview questions was firgtad upon the answers of four relevant
respondents in the pilot research. Based on tlienfys, the answer sheet was finalized into a
form that was used for the collection of attitudesd opinions of Czech farmers in the
research.

Since the data collection was organized in the éaork of the educational training of
students of the course “Marketing in Regional Depelent” (study program Regional
Development and Entrepreneurship at Mendel Uniiselisi Brno), the questionnaire and

25 In presented article, rural space is simply urtdeisas opposite to city (rather as a social caogtand as an
area distinguished in many strategic documentseffample RDP) and therefore rural area is notthtritefined
by statistical and other indicators in this papsee(Svobodova et al., 2011).
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sample research was introduced to students whick wained in the method of recording
and questioning (personal interview) and in theec@n of respondents. Participating
respondents were selected by students (i.e. résearmot be indicated as representative),
however, the selected respondent was requiredftt tiiese criteria — the respondent had to
represent a person employed/active in the agri@llsector, either as a representative of the
legal entity or as a private farmer. Agriculturedtia represent the respondent’s sole or main
activity (main income), or it could be their secanglactivity generating at least 30% of their
income. Except the vineyards, the respondent hadltvate at least 5 ha of agricultural land.

All students who enrolled to this sample surveyrtfpigating of students in the research was
voluntary), conducted it in October 2013 and hanidettvo completed record sheets with the
names indicating the agricultural subject (thisnitfecation was used only for verification of
the respondent — the survey results are summaaizédurvey is anonymous). Based on the
verification of the fulfillment of the given criter, answers of 73 respondents were analyzed
(7 respondents were excluded).

The present article is based on three questionssiiog on the farmers” perception of
multifunctionality in agriculture:

1) Stating the four words/phrases which the farmernotes to the term of
multifunctionality in agriculture (in case they diwbt know the term, they could
leave the relevant field blank).

2) Nominal question with 16 options (respondent couhtion unlimited number of
characteristics, which connect with multifunctiahain agriculture).

3) Opinion question on a 1-to-5 bipolar scale showitige degree of
agreement/disagreement with 12 prescribed statsn{énstanding for definitely
agree and 5 definitely disagree; 3 standing foeamglon).

Based on the analysis of the identification questidthe set of respondents can be described
via the following characteristics:
* Respondents farmed more than 60 thousand hectares.

 30% of participating farmers cultivated an area llandghan 50 ha, but 21% of
respondents reported 80% of captured agricultaral.|

* 33% of cultivated land was located in some of #ssIfavoured areas (LFA) for
agriculture.

» 82% of the land of farmers was represented by tiable land and 15% of
respondents possessed vineyards due to the fadidliaf the respondents were
localized in the South Moravia Region.

* However, respondents were situated in eight Czegions.

» Half of the participating subjects had a statukegél person.

*  92% of respondents reported agriculture as théer @omain activity.
* At least one head of cattle was mentioned by 48%sgondents.

3 Results and Discussion

The sample survey among agricultural subjects teddhat the term of multifunctionality is

probably known, since only 4 of the 73 respondatits not provide an express of any
association. Respondents could indicate a totaP3# connections with the term (each
respondent could mention 4 connections), when ladfiboxes remained only in 55 cases
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(19%). The analysis could not count with a 38 catinas/words that were not classified and
accounted because vague assertion or ,nothinggagssword”. A total of 199 word/phrases
association with the term multifunctionality in agilture were evaluated in analysis.

3.1 Associations with the term multifunctionality

The word associations with the term multifunctiatyaih agriculture were first classified into
20 categories that clustered closely those words then these narrow categories were
grouped into 6 basic "broad" categories. Evaludtiirs the more numerous groups, the most
significant associations with the multifunctiongliln agriculture recorded were landscape
maintainance (12% of captured phrases), assocsatianking agriculture and rural
development were mentioned in 11% of cases angdhmeption of multifunctionality as an
expression of sustainable and organic farming estiphasis on the environmental aspects of
farm activities were reported in 20 cases.

| Quality and safety food

M Production and processing

® Competitiveness, the competitive environment

B Agriculture as a core, farming, farm

B commodity links

® Employment and jobs

m Self-sufficiency

W Better production, new technology

 Linking farms

W Landscape maintenance

i Organic and sustainable agriculture, sustainability

i Quality and protection of environment

i Non-productive functions of agriculture

I Diversification

i Activities in Tourism

W Versatility

.~ Renewables

. Rural development, promote rural employment
Subsidies and agricultural policy
Small and family farms

Fig. 1 Perception of the multifunctionality in agriculeuaccording to farmers (based on stating words or
connections associated with this term)

Although the connection between the production afalgy and safe food and
multifunctionality was captured as the fifth moseduent category, in a more general
perspective more than one third of word connectamgd be associated with persistent focus
on basic agricultural activity - the productionafimmodities and the effort to succeed in the
market. The second third of the associations empégenvironmental aspects of farming
and sustainability not only in agriculture, butcals the case of the landscape maintenance
and the environment. Promotion and expansion itlb@roactivities accounted for 15% of
associations with the term of multifunctionalityagriculture.

These findings were confirmed even in cases whemrdbpondents were asked to choose an
unlimited number of options which they connect witie term of multifunctionality in
agriculture. Landscape maintenance appeared irepmnses of more than four fifths of the
farmers and at least two thirds of respondents kd@d term to rural development and
production of quality food.
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Fig. 2. The connection of predefined arguments to the t#rmultifunctionality in agriculture according to
farmers (based on the selection of an unlimitedlvemof characteristics)

Awareness of the importance of farming for the oesjents is also evident from the high
frequency of connection with the creation of jolsd vice versa from the low representation
of responses such as the shift from productionuatoh in intensity of agriculture and
increasing extensification expressed in changethenland use (decrease of area of arable
land, increase of grassing) - those statements wlergified by less than one fifth of the
respondents.

3.2 Perception of rural development and agricultura | activity

In relation to rural development and to the farmeswn reflection of their position as
important actors of the development of this areaan be mentioned that in the view of 34
farmers, multifunctionality in agriculture can bennected with the development of the local
economy through local production and consumptionthVkegard to the above mentioned
findings (first question), high level of associatiof multifunctionality with family farms
seems surprising. It was stated mainly by represeet of private farmers — more than two-
third of farmers named it, while in the case ofalegersons only 20% of this group of
respondents selected this opportunity.

The emphasis on agricultural activity is most apparn the level of agreement of the
respondents with the prepared statements. Almostbsolute agreement was reported in
relation to the statement that multifunctionality agriculture stands for the production of
quality food (1), a way of maintaining the importanof agriculture within the Rural
Development Program (2) and maintaining jobs inrtlial areas (3). Significantly favourable
opinion was captured in the case of identificatadnmultifunctionality as multifunctional
agriculture which might explain the high degreeagfeement on the above mentioned point
no. 2 — since multifunctional agriculture is strbngupported by Rural Development
Program. High average values and thus approvingiapican be further observed again in
the case of environmental aspects of agricultu@dyction.

308



production of quality food — 44 =

4.4

conservation impoertance of agriculture within the Rural Development Programme |

maintaining jobs in rural areas — 43

that agriculture is more environmentally friendly — 4.0
that foods are consumed near production — 3.9
that some regions tend to higher agricultural intensification and on the other...-r 3.3
multifunctional agriculture — 41
finding a defense for subsidies before the World Trade Crganization — &5
expansion of agricultural activities on social and environmental performance — 3.9
shift from production h 2.7
M definitely agree stricter conditions for the production F 3.4
Ak s defense of the European agricultural system _ 31
232 ...average value g 1lg zl[) 3I0 a,l[) 5;0

Mumber of responses

Fig. 3. The degree of opinion with the statement relatinthe term of multifunctionality in agriculture
according to farmers (marked on the five-point sctiie extreme position and average value is shpwed

The most obvious disagreement is clear in the chsige statement that multifunctionality in
agriculture meansthe shift from production™ the answer'definitely disagree"4.4-fold
exceeded the number of extremely favourable opmioAnother such prevalence of
dissenting opinions was identified in the case h#d statement that multifunctionality in
agriculture mean&efence of the European agricultural system”

4 Conclusion

Nowadays, farmers are not already considered asatrinowever important actors in rural
development, with rural space being increasinglscdbed as a multifunctional space with
different functions (Svobodova et al., 2011). There, agriculture is seen as one of industries
strengthening and maintaining viable rural econdaygnsuring jobs linked to the production
of agricultural commodities (OECD, 2006; Soto arahi®den, 2014) and at the same time it
is credited for landscape maintenance. These asguraorm a partial basis for a discussion
concerning multifunctionality in agriculture, or meoprecisely in the whole rural area, which
many authors set as a framework for explanatiosbserved changes in farming systems and
rural areas (for example Holmes, 2006; Wilson, 2@xrol et al., 2009).

Therefore, some questions suggest themselves khawfarmers define their own function in
the context of promoting of the multifunctionality agriculture, how they perceive this term
and whether they connect it with the rural areawbether they remain deeply rooted in
production practices affecting their view of multictionality as a way to support agriculture
production function or production itself.

The present contribution cannot provide an unegqualvanswer to these questions, however,
the sample survey results reveal that the threetgiconnections with multifunctionality in
agriculture according to the farmers' perceptionrew¢he following - perception of
multifunctionality as maintaining of the importancg farm production through the
production of quality and safe food securing exisee of farm(1l), accentuating the
environmental aspects of production (e.g. landsecapmtenance) and the emphasis on the
sustainability of agriculture (e.g. organic farmjfly and as a way of engaging in rural
development for example through diversificatiortteé rural economy by extending its offer
or providing job opportunities for local inhabita(8). Farmers were aware of their position as
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actors of rural development which can be documerited example in perception of
multifunctionality in agriculture in connection Wwitstrengthening of the local economy
through local production and consumption and tloeeesthentioned environmental functions of
agriculture forming a rural area.

Acceptance of their own agricultural activities relation to the primary function of
agriculture in connection with multifunctionalitythe production of agricultural commodities,
was also reported as very strong, which suppogoginion of a number of authors that the
discussed issue of multifunctionality is approgiaince this concept does not deny the
existence of productivist practices of a numbefaniers and regions oriented to intensive
agricultural production and their gradual strengthg (eg. Walford, 2003). This assumption
opens the question whether even in the Czech Riepthe polarization between regions with
weak and strong multifunctionality in agricultureutd be observed, and justifies further
research in this field of study focusing on regiaifferentiation of agriculture development
in the Czech Republic.
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Annotation: A general measure represents the institute, wivieh established in the Czech legal
order by Act No. 500/2004 Coll., Administrative Beadure Code (hereinafter “the Administrative
Procedure Code”), based on international experianceon the Building Act, or on the territorial
planning documentation regulated by it. A typicghmple of a general measure is a spatial plan.
A spatial plan is the most common conceptual imsémnt for spatial planning, it establishes the
basic concept of the development of the municipatite protection of its values, its area and
spatial arrangement (so-called “urban conceptyoulh of the landscape and concept of public
infrastructure with an emphasis on the security desielopment of the human system. The
selected municipality that was examined for theppse of this article is Prachatice, i.e. in
accordance with the Constitution of the Czech Rbpulihe purpose of this paper is to
characterize the institute of measures of a gematake and to describe particular forms of its use
in selected area which is one municipality in treutB Bohemian Region. This form of public
administrations activity is an instrument which ukges certain situations with indefinite amount
of subjects and is to be announced by a publicadiy the administrative authority. This paper
also deals with the Czech judicature connectetlisdégal area.

Key words: genereal measure, spatial plan, public administramunicipality

JEL code: K23, R58, H83

1 Introduction

A general measure represents the institute, whech established in the Czech legal order by
Act No. 500/2004 Coll., Administrative Procedure déo(hereinafter “the Administrative
Procedure Code”), based on international experiandeon the Building Act, or on the land-
use planning documentation regulated by it. Thig mublic administration measure which is
not an abstract act from a legal regulation, oadigular act through a decision. For abstract
acts, it is characteristic that they regulate tgpgermined things relating to non-
individualized persons, or both apply. In contragtecific acts, i.e. decisions and contract-
called other administrative acts are characteriged specifically designated subject, directly
intended recipients, or both. However, this doesapply for general measure, as evidenced
by the provisions of Section 171, Administrativeogadure Code, in which a negative
definition of this institute is contained, and imigh it is stated that the general measure “is
not a legal regulation or a decision.” A general aswe thus represents a mixed
administrative act with a specifically designatedbject, and with a generally defined group
of addressees. In foreign literature we encourtertérm “general measure”, which has the
form of an abstract-specific act.

The Administrative Procedure Code is dealing witheyal measure in its Part Six, i.e. in the
provisions of Section 171 to 174. This instituteliso mentioned in Act No. 150/2002 Coll.,
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Code of Administrative Justice, in its provisionfsSection 101a, Section 101b and Section
101d. For general measure the statutory regulatiaimne case of very terse, and therefore
judgements also includes characteristics of germaedsure, in particular judgment of the
Supreme Administrative Court of 27 September 26W8,No. 1 Ao 1/2005 — 98.

The general measure proposal is dealt with by anirastrative body with the authorities
concerned, which are both authorities for which pecsgal law is laid down, and for
administrative authorities and other public auttesicompetent to issue a binding opinion or
expression that is the basis for the decision efatiministrative authority. Proceedings for a
general measure proposal are always written, uleggecial law stipulates otherwise, or if
the administrative authority’s decision determirteat it will hold a public discussion
regarding the proposal.

A typical example of a general measure is a spplaal. A spatial plan is the most common
conceptual instrument for spatial planning, it Bbshes the basic concept of the development
of the municipality, the protection of its valuets area and spatial arrangement (so-called
“urban concept”), layout of the landscape and cpha& public infrastructure with an
emphasis on the security and development of theahwsystem. Furthermore, it defines built-
up areas, areas and corridors, in particular boiédareas and areas defined for a change in
the existing built-up area, for restoration or eeus degraded areas (so-called “surface
reconstruction”) for public works and measures, &mdland reserves, and sets out the
conditions for use of these areas and corridorscrdéiates conditions for building and
sustainable development of the territory. A spgtiah is drawn up and issued for the entire
territory of the municipality. It is issued in tHerm of a general measure pursuant to the
Administrative Procedure Code.

The selected municipality that was examined forghepose of this article is Prachatice, i.e.
in accordance with the Constitution of the Czechubdic.

The purpose of this paper is to characterize thitute of measures of a general nature and to
describe particular forms of its use in selecteghawhich is one municipality in the South
Bohemian Region. This form of public administragoactivity is an instrument which
regulates certain situations with indefinite amoahsubjects and is to be announced by a
public notice by the administrative authority. Thiaper also deals with the Czech judicature
connected to this legal area.

2 Materials and Methods

General measure represents the institute whichmglemented in the Czech Legal Order by
Act No. 500/2004 Coll., Rules of Administrative Bedlure (hereinafter “the Regulations”),
on the basis of foreign experience and the Buildkag or the approval of zoning planning
documentation stipulated by this Act. The Ruleg\diministrative Procedure came into force
on 1 January 2006; the previous Rules of AdmirtistaProcedure from 1967, did not know
this institute.

This is a measure of public administration, whigmot a law as an abstract act, or a decision
as a particular act, but rather it is a transitidoem. For abstract acts, it is characteristid tha
they govern type-determined things, relate to mahvidualized entities, or both apply at the
same time. Adversely, specific acts, i.e. decisemms so-called other administrative tasks (i.e.
statements, certificates, notifications and otheilar acts of administrative authorities) are
characterized by a specifically designated subjéicectly determined recipients, or both.
However, this does not apply for general measwaggyvidenced by the provisions of Section
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171 of the Rules of Administrative Procedure, whatntains a negative definition of this
institute, which states that a general measuredtsa legal regulation or a decision.” This is
confirmed by the explanatory report to the govemindraft of the Rules of Administrative
Procedure (Parliamentary Document No. 201), whichracterized general measures as “
special type of action of an administrative authptoward an unspecified number of affected
people, which lies on the border between the datiand the legal regulation.”The aim of
this new legal regulation was thdthe persons concerned are guaranteed minimum
procedural rights also if the action of the admirasive authority regards their interests,
although the parties cannot be specifically ideatif’ In addition to inspiration in foreign
legal regulations, the explanatory report stateg the incentive for implementing general
measures also arose from the fact thatlready appears under other names in speddgal
regulations, and that the modern understandingudflic authorities being bound by the law
tends to lead to the persons concerned having gueeal minimum procedural rights also if
the action of the administrative authority regattigir interests, although the parties cannot
be specifically identified.” The actual draft of the law then contained its mgbén of a
general measure, which stated thtite general measure is an act of an administrative
authority in a particular matter which directly affts the rights, obligations or interests of an
unspecified group of people.”

Via Act No. 50/1976 Coll., on Land-use Planning aBdilding Order (Building Act) as
amended until 31 December 2006, (hereinafter thiel ‘Building Act”), the land-use plan
(here the land-use plan of a municipality) was ki as a document that "defines the urban
concept, deals with acceptable, unacceptable oditbomal functional use of spaces, their
organization, determines basic regulation of taries and specifies the borders of the
development areas of the municipality” (Sectionddragraph 1). In the provisions of Section
29, the Old Building Act distinguished between hingdand indicative parts of the land-use
plan. The binding part of land-use plan containbd fundamental principles of the
organization of territories and its usage limitepressed in regulations, and it was a binding
basis for preparing and approving related landgplaening documentation, and for decision-
making in territories; the indicative part was defil as a supplement to the binding part.

General measures represent a mixed administrativevith a specifically-intended subject
and with a generally-defined group of addressees the area between the two traditional
forms of unilateral administrative acts: the nonvet(abstract) and individual (specific). In
foreign literature we encounter the term “generahsures,” which has the form of an abstract
-specific act.

The Rules of Administrative Procedure discuss gdmaeasures in their sixth part, i.e. in the
provisions of Sections 171 to 174. Act No. 150/2@l., Code of Administrative Justice,
also talks about this institute in its provisiorisSection 101a, Section 101b and Section 101d.
The legal regulation in the case of general measisreery reserved, and thus rulings also
include characteristic of general measures, iniquaar the Judgment of the Supreme
Administrative Court of 27 September 2005, Ref. N&\o 1/2005 — 98, which states tHat
general measure is an administrative act with acdpmlly designated subject (i.e. applies to
a specific situation) and with a generally-defingcbup of addressees. If an act is only
formally designated as a general measure, but faomaterial perspective does not meet the
terms of its conceptual features (concretenessubfest, generality of addressees), the
Supreme Administrative Court will cancel it upor thetitioner's objection (Section 101d,
Paragraph 2 Code of Administrative Procedurehe same decision also states thet
general measure cannot replace a sub-statutory taeation nor can it impose new
obligations over and above the law; it serves dalgpecify the existing obligations under the
law, and not to impose new obligations which tive ¢kpes not contain.”
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This institute therefore constitutes an act suiegisn a special type of act that can be carried
out by an administrative authority, i.e. executatghorities, municipal or regional bodies or
other authorities and other bodies, individualdegial entities when carrying out powers in
the area of public administration. General measwamot impose obligations on their
recipients over and above the law. This has a majpact on national security, protection of
the population to cope with various risks and ttey€éKavan et al., 2014, p. 10).

The proposal of general measure is discussed lagmistrative authority with the affected
bodies, which are both bodies set out by a spémml as well as administrative authorities
and other public authorities competent to issuadilbg opinion or statement that is the basis
for the decisions of the administrative authoritile proceedings on the proposal of a general
measure are always in writing, unless a specialdats out otherwise, or an administrative
authority decides that a public hearing of the psap will take place A public hearing is
then usually ordered if the proposal deals withjeabof regulation by a general measure for
which there is public interest in regulating it, drit is appropriate and expedient due to its
nature.” The proposal is served via a public notice pubtisfa at least 15 days, and the
relevant persons are also invited to comment ceatlgn the proposal. It applies that general
measures cannot be appealed; only within a reviemeegolure can the compliance of the
general measure with legal regulations be asseésedrding to the Rules of Administrative
Procedure, the resolution of the initiation of tbeiew procedure can be issued within 3 years
from the time when the general measure becomestigffie The reason for the impossibility
of lodging an appeal is the nature of the generadsure, which is different from other
administrative acts and the process of issuing rg¢maeasures, which is different from
issuing a decision or any other administrative act.

The issue of cancelling a general measure or peneof is regulated within Act No.
150/2002 Coll., Code of Administrative Procedureithii administrative justice, to these
proceedings are competent regional courts. In thegrsions they asses the compliance of the
general measure with the law, and whether theyewtito issued it proceeded within the
limits of its powers and jurisdiction, and whetlilee general measure was issued in a manner
determined by law.

An appeal against the decision of the regional icmua cassation complaint on which the
Supreme Administrative Court decides.

According to the aforementioned ruling of the Suapee Administrative Court from 27
September 2005, References No. 1 Ao 1/2005 — @8prbcedure of the court review of the
general measure takes place via the following steps
A review of the powers of the administrative authoritissue a general measure,
A review of whether during the issuing the admintsteaauthority did not exceed its powers set
out by law,
A review whether the general measure was issuedpriacgdure set out by law,
A review of the content in terms of the variancehaf ¢eneral measure, or part thereof, with the
law,
A review of the content of the issued general measuerms of its proportionality.

A typical example of a general measure is the laselplan. According to Section 18 of Act
No. 183/2006 Coll., on Land-use Planning and BaogdRegulations (Building Act), the aim

of land-use planning 4o create conditions for construction and sustaitedevelopment of

a region, consisting of balanced relationship ohditions for a favourable environment, for
economic development and cohesion of the residgnise community of the territory that
meets the needs of the present generation withempwmising life conditions of future
generations.”This provision further states thdand-use planning provides a basis for the
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sustainable development of the territory via systemand comprehensive solutions for the
efficient use and spatial organization of the temy, with the aim of achieving a general
beneficial compliance of public and private intésem the development of the territory. For
this purpose it monitors the social and economiteptial of development. The land-use
plan is the most common conceptual territorial plag instrument. It establishes the basic
concept of the development of the territory of tekevant municipality, the protection of its
values, its area and spatial arrangement (so-cdlldohn concept”), arrangement of the
countryside and the concept of public infrastruetdt further defines built-up areas, spaces
and corridors, in particular buildable areas arehardesignated for changes to the existing
buildings, the restoration or reuse of a devaluex #so-called "redevelopment areas") for
public works and measures, and for land reservesitalso sets out the conditions for use of
these areas and corridors. It creates conditionsdostruction and sustainable development
of the territory. The land-use plan is drawn up @athlished for the entire territory of the
municipality. It is issued in the form of a generakasures according to the Rules of
Administrative Procedure.

3 Results and Discussion

The selected municipality which was examined f@& plurpose of this article is the town of
Prachatice, i.e. in accordance with the Constitutdd the Czech Republic, a municipality
which is located in the Southern Bohemian Regidme Town of Prachatice is situated near
the south-western border of the Czech Republic @nsists of 8 cadastral territories (the
cadastral territories of Prachatice, Staré Prachatiibinské Sedlo, Perlovice, Kahov, Oseky,
Volovice, Stadla). The surrounding area of the taensists of foothill highlands with the
dominant peak Libin (1096 m above sea level). Thay creek flows through the town
Prachatice, and the Blanice river and Husinecka degnlocated west of the town. As of
31.12.2013 the town of Prachatice has a total g2119 inhabitants. This is a municipality
with an authorized municipal office and a municifyalvith extended powers. Prachatice has
a non-binding document called the Strategic Devalamt Plan of Prachatice for 2010-2014,
which includes a systematic, long-term and comprsive approach based on the consensus
of local officials and citizens, and which is baseda shared vision of a common future. It
optimizes the use of human and financial resouvigghe long-term monitoring of a pre-
defined goal. Prachatice has been involved in ttegegjic planning of its development since
1996. The specified strategic plan sets out then®wlevelopment priorities, a joint
development vision and resulting measures. Theegliaplan also includes an intended new
land-use plan for the municipality.

There are 21 council members in Prachatice. Dutiegregular municipal election in 2010,
221 people ran for office in the council. A totdlld candidate lists were created, and with
the exception of “Suverenita-blok J. BoboSikovéll' @ the candidate lists were fully
occupied (i.e. had 21 candidates). The voter turnouPrachatice was 48.16%, which
corresponds to the national average. The higheabauof votes was received by the Czech
Social Democratic Party (24.76%); it received sixnatates. The Civic Democratic Party won
17.78% of the vote and four mandates. The “Prg ffoachatice” association of independent
candidates also received four mandates with 14.@#%tes. Ing. Martin Maly of the Civic
Democratic Party was elected the mayor of Prachdticthe term of office 2010-2014. Ing.
Bc. Robert Zeman of the “Pro Prachatice” indepehdssociation was elected deputy mayor.

The land-use plan for the settlement unit of Prackavas publicized via a general measure.
It was approved by the town council on 31 Octol#941for part of the cadastral territory of
Prachatice and Staré Prachatice. Since its appliovdPR94, the land-use plan has been
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updated six times. The power of the authority & ldnd-use plan within the organizational
structure of the Municipal Office of Prachaticeeissured by the administrative department of
construction and regional development. Via a gdn@easure, the town council issued a
determination of the built-up territory of Praclati The proposal included built-up building
plots, building vacant lots, parts of roads fromehhthere are entrances to other land plots of
the built-up territory, as well as other publicaseand other land plots that are surrounded by
other land plots of the built-up territory, withethexception of vineyards, hop fields and
gardening land plots.

The legal definition of a land-use plan is spedifia Act No. 183/2006 Coll., on Land-use
Planning and Building Order (Building Act), where$ection 43 it is stated that“land-use
plan sets out the basic concept for the developrokthe territory of a municipality, the
protection of its values, its area and spatial argementhereinafter the "urban concept"),
arrangement of the countryside and public infrastame concept; definition of a built-up
area, areas and corridors, in particular buildakdeeas and areas defined for a change in the
existing built-up area, for restoration or reuse oégraded areas, (hereinafter “surface
reconstruction”) for public works and measures, afwd land reserves, and sets out the
conditions for use of these areas and corridorsttsta of supra-local importance which are
not addressed in the territorial development pnobes can be part of the land-use plan,
unless the regional office rules it out in its staent pursuant to Section 50, paragraph 7, for
reasons of substantial negative effects extendaygpmd the boundaries of the municipality.”
The land-use plan of Prachatice sets out an urbanicampality concept, permissible or
impermissible functional use of individual areagl dheir arrangement, and provides basic
regulation of the territory. The land-use plan utgs a proposal for transportation solutions,
solutions for technical equipment for the territagntaining in particular a proposal for water
and power facilities. It also provides conditions the protection of all natural, civilizational
and cultural values of the territory.

The most relevant goals that have already beeneimgrited and that are proposed in the
land-use plan are as follows:

A Revitalization of the former barracks for housimgl@ommercial purposes,

A Reconstruction of the former District Constructidompany and its surroundings,

A Expansion of the Prachatice wastewater treatmeuni,pl

A The industrial area near Krumlovska Street

Goals proposed in the land-use plan to be impleageintclude, of example:
A Building of family homes in the Pod Gikovem locality,
A Completion of the Sibe#mi vrch housing development,
A The industrial area neak3ovice,
A Reconstruction of the Sv. Markéta (St. Margare8) 8pd Kandl‘s Mill,
A Completion of the northern part of Vilahska Street,
A Construction of a new wastewater plant for StaecRatice and Ostrov.

4 Conclusion

This paper dealt with the acts of administrativéharities that do not represent the issuing of
legal regulations of territorial administrative tgjior issuing of decisions. These are acts that
have various legal effects and consequences. Thewyod directly affect the spheres of

317



subjective rights and responsibilities of specg@rsons; for general measures the sphere of
such persons concerned is not specifically designébecking is carried out via
administrative judiciary. This paper dealt with uégion via general measures in a selected
municipality, the Southern Bohemian town of Prameat
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Annotation:

This article aims to find shared values in comniasjtwhich may manifest as institutionalized
features of societies associated with ,rules ofgame” existing within these communities and try
to define them by means of cultural dimensions tndnalyse their significance in the rural
societies development. In the South Bohemian Regjiene were selected two villages with
similar fundamentals of cultural traditions, buthwvdifferent socioeconomic characteristics. They
differed significantly in the state of material ggty and municipal infrastructure. In both village
a quantitative research was conducted by meangjoéstionnaire method to determine a state of
the local communities. In addition a qualitativesearch using the Test for colour semantic
differential (TBSD) was conducted. It can be madifito reveal shared values in the community.
The article is based on research conducted withénrésearch projecocioekonomicky vyvoj
¢eského venkova a zeéddlstvi registered with the Ministry of Labour and Socédfairs under
registration number 1J016/0-DP2 in relation toipatar aspects of the projeStudium ekonomiky
rozvoje venkova na JU @eskych Bugovicich registered with the Ministry of Education under
registration number GB .1.07/2.2.00/07.0178.

Key words: Rural communities, cultural dimensions, sharedes institutionalized values.

JEL classification: R19

1 Introduction

The quality of human resources in the communitpeeglly its management, which should
be aware of the links between regional, natural anotlural conditions in relation to
sustainability, has a decisive influence on theettgwyment of the region. The knowledge
economy, associated with the transformation of labto the human capital, brings
connection between economic, social, and envirotamheculturological aspects to the
development of the regions. It is also called aegrated or holistic approach.

The reason for this approach is the globalizinglevof the third millennium. The contents of
the revolutionary tendencies of globalization cancompared to the changes that took place
during the Industrial Revolution. The world is amg a new phase - the education or the
.knowledge economy”, which accelerates the abitiytransform knowledge into a new
context, understanding knowledge and skills of peops ,human-“ and then as an
.intellectual capital“, which has become a drivifgce for further development (Trukek,
2004).

In the approach of rural development, stability andtainability of regions is desirable that in
development of rural communities it was worked wi#hwide variety of approaches to
knowledge. Education in relation to the developmanhuman capital should be related to
areas of professional training and developmeneddgnal potential, but also to understanding
of the cultural traditions of the region. The sig@nce of the functionality of rural
communities is for example associated with mulelegovernance, or with multi-level model
of management of natural resources, which is censtdby many contemporary scholars to
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be more sustainable than previously enforced statgivate solutions (Holatova, Krninska,
2012).

One of the academics who was promoting new appesaalas Professor Elinor Ostrom of
Indiana University in the USA, who was awardednglavith Oliver Williamson, with Nobel
Prize for economics. This Economist takes the agprdhat — ,Institutions matter”. These
institutions can be understood as ,rules of the earfresp. limitations) that regulate
interpersonal interaction. Institutions are distiistped: they can be formal - laws (starting
with the constitution), social norms — and caseaterging spontaneously and historically -
such as customs, traditions, conventions, mordig;s language, money, market. Institutions
influence actions of individuals and can largelah their expectations and goals (Holatova,
Krninska, 2012). The method she had developed @sfA®03) - the method of institutional
analysis - became the basis for a new school ofigiio- i.e. Institutional ecological
economics.

According to Mtoch in Hudé&kova, Lo§ak, Sevikova (2006) institutional arrangements
inside and outside of the society have a directachpn regional development from the
perspective of regional economics. Social instingi are connected with the local culture,
customs, traditions and other established wayslpeogeraction that get an institutionalized
form as a family, various clubs, associations, €= way regional authorities work, in other
words which cultural norms are embodied in insttog in a particular area (for example
people consider it normal to work without a contyagives a space to the institution of illegal
employment or to the black market, underground econ etc. What is the role of family and
what are the positions and activities of NGOs, loé tivil society, all of it affect the
development of the region.

The effectiveness of institutional structure oftaer region or of the whole country is

becoming more and more recognized as an imporéaorf for regional development. This

factor has at least the same effect on the devedapwof the region as traditionally presented
material factors such as infrastructure (Hikdea, Lo§ak, Sevikova, 2006).

If a responsibility for regional policy is to hagereal chance of success in post-communist
countries, it is necessary to create instituti@mal structural assumptions. It is associated with
the creation of natural communities and suppoiit tevelopment, whose absence hinders the
possibility of shifting in a new direction (KrnindkDuspivova, 2013).

2 Materials and Methods

Both quantitative and qualitative research was ootetl at two villages in order to determine
the state of the local communities and shared galanifesting in cultural dimensions
selected by Hofstede (1994).

The first village is aarger one it has about 1 500 residents, lies about 30 ksmfthe
German border on the international highway conngcthe capital of the Czech Republic
with a major border crossing. The village belongshie historical territory of Prachsko. It
doesn’t belong to communities near the border, wiiave been significantly colonized by
Germans in the past. The village is accessibldl theusual types of transportation - bus and
rail. There is also an industrial production. Indiidn, the village has a relatively good
infrastructure (including sidewalks and a wasteew&teatment plant). The size of the village
is related to existence of a primary school wittvdo and higher levels of education and to
existence of a kindergarten. The village providegm@manent GP.

The second village is smaller, it has fewer tha® B@sidents, it has important cultural
traditions and is located at a distance of 20 komfithe regional capital, where sources of

320



employment opportunities can be found. Insufficieatber of bus lines is focused only on
the county seat. Due to its smaller size, thisagil has an insufficient amount of funding to
ensure good technical infrastructure. The village & school with only lower level of basic
education. Medical care is associated only witloetat's field office during certain hours and
days of the week. The selection of the sampleHerquantitative research was conducted by
random sampling of households. The size of theceslesample was adequate to the size of
the complete sample. Questionnaires were distitbiateselected households. And their return
was 34.8% in the smaller village and 25.8% in #drgér village.

A qualitative research using the Test for colounasetic differential (TBSD) has been also
conducted in both villages. It can be modified éweal shared values in the community,
which are a prerequisite for the institutional aspén a society. TBSD is included among the
methods used in the Czech psychological diagn®BiSD can be effectively used in all fields
of psychology, where it is necessary to diagnosegoality. And can be used especially for
capturing the social relationships of man, inclgdims individual value system. With TBSD
one can evaluate the hierarchy of values, both cwoms and unconscious aspects of
individuals and society ®pichin et al, 1992). It is therefore useful in thecial and
culturological sphere in identifying shared valuessocieties (community), which are the
basis of the institutional aspects. For the prangssf data obtained from TBSD a VADIM
computer software and a TBSD Result Appraisal B#ke been used. With their contribution
the most often associated symbols (stimulus womnds¥ociety have been found, which
express commonly shared values of the community.

3 Results and Discussion

3.1 The results of the research of cultural dimensi ons at the local level in
municipalities in connection with institutionalized aspects.

The research used the distribution of cultural disiens by Hofstede (1999), in which he
included the identified shared values expressedhe corresponding stimulus words -
symbols. In this framework it has come to concedion of prevailing institutional aspects in
the two mentioned communities (municipalities).

The order of (1-60) shared values (associated skgnlothe community of the larger village
is shown in the Chart 1. In the smaller villageg thrder of shared values (symbols) is
illustrated in the Chart 2. The charts are usedegcribe a hierarchy of shared values within
the cultural dimensions of Hofstede (1994).

Large power distance versus low power distance

Symbolic stimulus words representing power are gaeec rather positively in the greater
village compared to the small village where they perceived rather negatively. In the larger
village within the stimulus words representing ofyer distance within the value order is the
word power highest in ranking. In the smaller \ghais institutionalized low power distance
with the institution of trust, which is for themnyehigh in the ranking order.

Individualism versus collectivism

In the larger village the individualism is rathastitutionalized. In contrast, in the smaller
village the society (community) is oriented to ectivism. It is demonstrated by following
stimulus words: society, love, friends and coopenatwhich are very positively shared by
the community and are also very positively perogiae the very top in the hierarchy of
values in the following order: friends, societyyéo cooperation. A stimulus word company is
in the first place in the ranking order of sharedues, therefore it is the most shared symbol
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of the community. A stimulus word friends is alsothe first place in the ranking order of
shared values.
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Chart 2 The order of shared values (associated symbotieicommunity of the smaller village

Masculinity versus feminity

The larger village could be described as a commiymésenting itself as a tolerant, rather
masculine society. The smaller village acknowledgesinine values much stronger and also
gives less importance to masculine values. In thaller village there is feminine cultural

dimension institutionalized. Very surprising is fiveding that the village once famous for the
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miraculous painting of the Madonna is still sharangd experiencing the symbol of mother
(after the word society it is the most shared syijnhwehich is thus institutionalized in this
community.

Short-term orientation versus long-term orientation

Both societies in both villages are rather longreriented, more significantly the smaller
village. The small village community is stronglysiitutionalized to long-term orientation
dimension. The results show a surprisingly unamdmiguconclusion, that a strong link with
the traditions predetermines a long-term perspectiv life in the future. It confirms the
reality of this village that the community livesryeintensely in the area linked to strong
millennial traditions in connection to the natusatler and the natural environment (which the
results of the survey confirm).

Strong uncertainty avoidance (certainty) versus wedauncertainty avoidance (risk)

In the larger village a cultural dimension of certg is rather institutionally accepted. But
taking risk is not strongly negatively avoided.drsmall village it is specific to reject risk in
the sense of mere risk-taking, along with the teyacof restrictive rules that would suppress
creativity, which opens to the community a suitalvkey to solve a problem. It's kind of a
proven good middle way, where through creativitisipossible to accept changes and solve
problems when at the same time rejecting majoraiskrigid rules.

3.2 The results of the survey by questionnaire meth od to determine the
objectivistic state of the communities in the surve yed villages.

Interview conceived all major areas of rural lif@he introductory part contained
identification data, followed by seven thematic a@re mobility of human resources,
employment, education, civic amenities, includimgnsport services, interest in culture,
satisfaction with the appearance of the village iaterpersonal relationships in the village.

Table 1 Summary of factors of socioeconomic Table 2. Evaluation of human relationships in
characteristics of selected villages communities

Selected factors of Rating of the factor strength Results in percentage
socio-economic : Rating Smaller Larger
characteristics of Smaller village Larger village viIIagge
municipalities village Very good 18 0
Job opportunities in the insufficient sufficient Rather good 65 48
village
Transport services weak sufficient Rather bad 7 53
Technical insufficient sufficient

Bad 0 14
Infrastructure -
Civic amenities - weak sufficient 'm not 10 25

. interested

education
Civic amenities - insufficient sufficient
Medical Care
Satisfaction with weak weak
interpersonal
relationships
Link to the traditions weak weak
Link to the natural weak sufficient
environment

Source: processed data of Popelakova (2009)

Despite the smaller village suffers all the drawks®f material-technical elements, its
residents are much happier with interpersonal rielaships (Table 2).
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Benefit of this research is the finding that thenrmection of culture, traditions and natural
environment with interpersonal relationships isigigant and has an overall stabilizing effect
on rural communities. The smaller village sufferinfy poor material-technical factors
becomes due to the strong cultural traditions nstable than the larger village with sufficient
material and technical base. Old folk customs umtite people, improve interpersonal
relationships and are transferred to the villagaadity, because the culture is an accumulated
experience of the social whole and acts as a dong@omponent of any social system.

4 Conclusion

In summary, the community of the larger village mather large power distance with the
institutions of power, then there is individualignstitutionalized. The community of the
larger village lies rather in at the interface betw the more feminine and the more masculine
cultural dimension (masculinity is associated wilerance and understanding). Then there is
institutionalized the dimension of rather long-teorientation and cultural dimension of
certainty. The institutionalization of rather largewer distances and individualism may
explain the dissatisfaction with interpersonal tieteships, which among other things result in
tendencies of the inhabitants to leave the villaeugh all material values including good
infrastructure are secured in the village. In castirin the smaller village, where ensuring of
material values and provision of infrastructuremsssing, its residents do not think about
moving from the village. The community of the srealVillage has institutionalized a small
power distance with the institution of trust, cotigism with institution of society sharing and
strongly institutionalized feminine society (truahd understanding), strongly long-term
oriented, with the institution of traditions. Refug cultural dimension of risk in the form of
rules is associated with strongly perceived crégtias it is a way leading to certainty.
Tradition and old folk customs shared throughoet sbciety of the whole community unite
the residents, improve interpersonal relationstapsg, shape the community of the village and
its link to the natural environment. Community celo@ is more important than material
deficiencies. Residents of the smaller village aoé thinking about leaving the village as
opposed to residents of the larger village.

The survey results show that the importance ofligeltural traditions in rural areas emerge
in the context of cohesion of its societies (comities) and they act as a stabilizer of social
and economic development (also of the communites)) its sustainability in the particular
area.
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Annotation: Use of many small and cheap member’s instruméafsiéveloping innovations (In)
have improved community performance over institaiolo) investments and business (b) offers
according to equation le + In > b + lo. Okazak2®10) finding that soft-sell (SS) ads appear
more often than hard-sell (HS) is used for draingigourchase power by b usually. Here, le
promoted by HS arguments hidden in SS testimorfiBJswas found in stressful situations of
booming wastes and lacking resources in seven wixerases of In projects beneficial. HS
arguments were derived from cognitive frameworlewfrepreneurs, consumers, communities and
receivers of social support through five step pssceroliferating attitudes from cognitions
according to independent influences hypothesis)(IIH

The most repeated T formulation had trainees imptaing le of open source software (OSS) in
projects, which were competing with distributionachels and adapting metrology to local
biodiversity and energy sources. The highest lemt@l had impersonal source of bio-butanol and
blast technology for water regulation. T has natr&bformulation due to global competition of oil
industry and lo flood damage compensation. The dggmumber of members moved (M) in
community of OSS. Standardisation through aggrehateojects common denominator of
environmental impact and impact of two groups ofinflerstanding to recent and future fears has
potential to select more beneficial projects injgpcotenders.

Key words: Community, institution, instrument, mobility, adtising, brand, testimonial

JEL classification: 0220

1 Introduction

Szymura and Lapczynski (2012) have found both lesalation and global connectivity
beneficial studying three factors of human netwagk{NET), internationalisation (INT) and
innovation (INN).Community is geographically bounded for differentgmses than market
can solve. Communication about environmental isguésrritory of community was studied
as common denominator of both global market andl liife in seven projects: water, climate,
energy, metrology, open source software, bioditiergind diplomacy. Evaluation of
environmental impact of any project on nature hae¢ minimum standard or border.
Aggregation of projects according lo dominated nédears (water, biodiversity, diplomacy
and metrology) and le, In and b future aspiratiotisnate, energy and open source software)
have set minimum standards for border with undedstey of individual to own fears and
aspirations, which can be efficiently promoted.

Objectives and Methodology

The objective is to shorten time of project accepgaby promotion of environmental needs to
community.
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2 Materials and methods

2.1 Environmental issues

Pratt (2010) recommends re-balancing policy andi@téc concern to the intrinsic value of
the cultural and creative field. Positivist thinkerdvance a philosophy of law that legitimates
the laws in question (McGinley, 1981). But, profegsto reestablish markets, policies have
rather shaped market failures: (1) in the marketlémd and production assets, through
wholesalen naturarestitution, and the archaic, one-sided stresgroperty rights as the key
input in agricultural production and (2) in therfang staples market, through its indirect
support to processing monopolies (Stryjan and Linl®94). Similarly, EU political support
of bio-fuels, photovoltaic, bio-gas and other pelchave ended due to evidence about bad
impact of emissions and recently distorted comipetitNot all arguments were wrong and
topic of lacking resources will return back soorefiefore, research question how to re-
evaluate habitual and legal barriers when new alok priorities appear was selected.
Reestablish trust of public according to Kirchbargl Kagan (2013) have replaced top down
approach by found several initiatives housed atGhatro Sociale (such as bike self-repair,
veganism and intercultural exchanges), which cbute to sustainable community
development from bottom up. Dianoux and LinhartO20 have tested the contents of
communication in function with the Czech or Frenmimtext. Differentiated impersonal
advertising in both countries was confirmed. Otbeample with suspended replacement of
fuels and lubricants by bio-fuels from 10 to 5% whkdost image of renewable source in EU
but, but for many companies and consumers not. €ggpto suspended targets for biofuels
Honig (2013) have stressed intrinsic improvementsi@ls and engines in period of declined
interest in bio-fuels and booming interest and suppf biogas and fotovoltaic renewable
energy sources. But also biogas production equipipeserving organic matter from farm
yard manure with straw in soil and improving yie(tshart, 1983) is not considered even if
its results were competitive with recent technolagyliquid based biogas installations
destructing biomass. Politicians promote only aeboutput names but performance values of
innovations matter for markets only.

2.2 Cognitive and attitudinal constructs discovered and used

Consumers’ attitudes toward an ad (Aad) have afferecritical theoretical construct since
1981, with the publication of two influential ates (Mitchell & Olson, 1981; Shimp, 1981).
Following these seminal articles, various studiesendedicated to demonstrating the effects
of Aad on brand attitudes and purchase intentiers,(Gardner, 1985; MacKenzie, Lutz, &
Belch 1986; McKenzie, & Lutz, 1989). Other studssow that Aad notably depends on
attitudes toward advertising in general (Muehlia87; MacKenzie & Lutz, 1989; Mehta,
2000). AG Muehling (1987) have defined on threegeas“very general semantic-differential
item pairs” (p.33): My attitude toward advertising Good/Bad, Favorable/Unfavorable,
Positive/Negative). Okazaki et al (2010) shows th@ernational identical advertising
campaigns are more oriented around soft-sell (S8)nwunication than hard-sell (HS)
communication. In other words, that means AG isahvfys a strong predictor of AG toward
a specific type of advertising and that we neechéasure Attitude toward specific advertising
in general (ASG). To measure attitude toward spreaifvertising in general, we have taken
in account:

The attitude toward advertising in specific mediar(, Chia, 2007) and adapted Pollay and
Mittal's scale to the billboard media which is stdlin this paper (e.g. Overall, | consider
billboard ads a good thing).
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The attitude toward soft-sell and hard-sell adgerj (Okazaki et al., 2010) and we have
retained the following items: “In general, how likalo you like or not billboard ads which
are (7-point scale: | like very much=7; | totallisitke=1). The attitudes for hard-sell appeal
are concrete (Thinking dimension); feature centeffeact dimension); informative (Fact
dimension) and instructive (Explicitness dimensiofije attitudes for Soft-sell appeal are
entertaining (Image Dimension); visually orientdthgge Dimension); emotional (Feeling
Dimension) and abstract (Feeling Dimension). Attguoward the ad was adapted according
to both Okazaki et al. (JA2010 and JIM2010) and likkevability and irritation measures
(Bhat, Leigh, and Wardlow, 1998): “For you, this &drather: (7-point Likert scale with
surely disagree=1 and surely agree=7): boring (s&d, irritating (reversed), disturbing
(reversed), credible, good, interesting. Moreover lwave added the item by MacKenzie,
Lutz, and Belch (1986): “To what extent do you likedislike this ad: (7-point Osgood scale
with Like=7; not like=1)" for the experimental adsd for four real ads. These scales were
part of training of moderator, who have collectedwaers and filled table 1.

Research context

Three approaches test ability to develop furthesiamept projects; firstly, HS and SS form of
broadcasted message; secondly wastes and lacksogrees as common denominator of
projects and thirdly, share of both institutionaVestments (lo) and instrumental creative
destruction (le) and business offers (b). Moderassisting data collection had to know
standards and details from all three points of yiédewr example effects of bio-butanol
decreasing polyaromatic hydrocarbons and partiddsels from wastes on both cognition
(C) and attitudes (A) of each of evaluated projedisese standards and details are not
presented in this article due to maximum lengteesMen pages.

Scheme 1: Semantic differential quantifying C ancekationship in communities

Situations - 4 A

Affiliation + Addiction to gain

{} through impersonal effects T

Entrepreneurs Profit Market
Consumers ad b
.3
\ ATH
< ,':: My affects IIH RN Dm My habits #>

AN

/

F lo (law)
RSS rights Debt Crime Addiction -
Fear —Addiction to defend persons l

Legend
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C — Cognition is intent to use broadcasted meskagdange
A — Attitude is repeatable acceptance or consumptibhout thinking of it

lo — Advertising considered as Institution. In coomty, Clarks and rules of institution are
maximising collected taxes through punishmentsjgabbry investments and central and
community redistribution

MNC- competing Multinational Corporation

b — Brand is creating image or maintaining loyalyising repeated purchases
ad — advertisement is information about competitisteantage of competitor
RSS - receivers of social support (kids, retired aon-adaptable)

le — instrument is tool making person competitive

T — trust in testimonial is personal experiencénva advice for SS audience or F
F — community followers are co-operating to fighktlesion

ATH - The affect transfer hypothesis

DMH - The dual mediation hypothesis

RMH - The reciprocal mediation hypothesis

IIH - The independent influences hypothesis says tdvertised messages are mostly
ignored. But, addiction to synergy effect of idegp&s are everlasting. Addictions provoke

high performance of individuals until the threshofdccollapse is exceeded. Addicts fell out of
scheme 1 in right bottom corner. The threshold edrable addictions with extremely high

performance is important outer source of IIH.

AG — attitude general are everlasting affects oaging in output feelings, expectations or
affiliations (Good/Bad, Favorable/Unfavorable, Ribgs/Negative). Orientation of AG on
consequences should be replaced by testimoniat®rtonunity followers F.

SS - soft-sell ad message with personal argum2ntsgcheme 1) promoting A towards lo

HS — hard-sell ad message with impersonal argumeifss promotional message causes
instrumental C through le.

HS through SS promotion exceeds noise strengthgrifl. — scheme 1) that complement
others through le T if F reaches M replaces loland

M — movement is measured by number of le projects
3 Results and Discussion

Presented answers in framework of Table 1 and 2 wderived from oral and written
coaching during development of several projects.
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Table 1: ‘Recent’ water, biodiversity, diplomacydametrology related projects

Select! Formulate!
A to projects C of affiliation stimuli: T for M
solving fears lo+b In + le LA/SS, LI/ HS
Water, ... Bottled and Root system (In] Banned mobility of people calls for
insurance (b) Runoff/Precipita best of le, lo and b solutions.
pipelines (lo). tions (le)
Personal Flood Water retention LA: of politician: | propose Volume
anchor  on prevention in|in hills, | decreased CAP  subsidies py
taboo — talent millions of EUR| underground volume of flood damages In
scale (LI and of invested| runoff and| territory.
LA hls the tsuk:)&dles (lo 1 Ofp.ttIC?l e;n%ence LA of farmer: | will accept polluter
f‘h'?C orl onf taboo) of it (In - taboo) pays principle pointing on rewards
Is scale) Collective Well-built root| or punishments derived from
territorial system in potted change of downstream damage
approaches shoots, span forinvesting to In.
‘r‘epIaC|_ng” CAP bllowinlg a;r later LI: of small farmer: Labor hours are
glreengngt ot (le - talent) causing competitive both plant and
rules (b - talent) me with farming corporations.
LI: Our insurance company reward
retention volume of blasts, podls
and ponds in comparison with
fallen precipitations using le.
HS value of| lo name is watef le: Indices forl SS message for grant agencies:
impersonal | shed with value happy cycle| Market research may give better
factorin T of sewage cow, farmer and answer then hydrological research
investment and consumer even if researcher lobby for
damage . In: Software techniques they know
compensations. connecting HS message for operators: Blasts
(b) name ig treatment with will replace tractors. Get ready and

“greening” with
value of saved
costs for
recirculation,

sorted and sol(
poisonous
sediments

optical evidence

| and prognosis 0
diseases fo
multiple

purposes of le.

2 sell  them  first
f decrease!

r

as price wil

331



Table 2: ‘Future’ climate, energy and open souafenare projects

Select! Formulate!
A to projects C of affiliation stimuli: T for M
solving fears lo+b In + le LA/SS, LI/ HS
Climate, ... Indicators of Kioto Differentiated levels Energy and climate issues
protocol (lo) of subsidies for are merged in ads

Carbon capturing,l‘inergy lsourcebs_ (I?

nuclear or solardu,[rpolSey lase

energy (b) ata (In)
Personal GHG values, ILUC Blending of energy LA: | am healthy due to
anchor  on principles (lo -| sources (le) HOLL and bright due to

taboo — talent taboo)

- PUFA
Hydrogenation 0 ’
scale (LI and cO2

LA is  th equivalent bio-butalonol LI: Bio-butanol blending
IS N savings (b —talent) | adaptation of bio; fills tank of my car by

aqchor on wastes into bio-fuels wastes, not by food.
this scale) (In)

HS value off Mass balance forCarbon capturing intHS: Detection and
impersonal | consumption and (In) blending facility in car fue
factorin T produc_:tlon of wastes o changes due System.

for bio-butanol o

h X new marketg SS: Swiss cook with twp
ydrogenation (lo) calculation and bottles

GMOs, bio-| implementation  tg

technologies (b) development of cof

products (le)

Scalloping, technological stairs like, biologic#elcycle and stable developmental curves
may generate questions explaining answers for &stewy. Human assistance can be replaced
by impersonal coaching through calculoid.com, whglnstrument answering according to
semantic differential and table 1 and 2 framewagkters of intent of le developers of In will
stimulate followers to sign letters of acceptantenging community into network this
impersonal assistance is repeatedly used.

4 Discussion and Conclusions

The framework decreasing impact of environment filya@ced understanding of T hidden in
message with HS content about relation betweerot®m up, lo top down, b transfers out
and In transfers in SS was derived. le substitlteand b by accepted In in both future and
recent oriented project topic if accepted as SSsages The b, le, lo, In, F and R feedback
framework starts internally from lo to le. F witplace governance in future when b engaged
by lo drain income power. Then, members will hawesérve themselves using le for their
household procedures. Trust to le equipped devedopigh competitive results is based on
diminishing of A and strengthening C in standardipeocess:

Firstly, C development of T:

lo: How both C and AG was replaced by trust initeshial (T) in SS ad changing Aad, Ab
and PI?
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le: Champion development: How outer knowledge wasoebed by le competitively with
MNCs and 10? (Reversely to X the SS - name of perso agenda was replaced by
instrumental HS with dosage reaching best perfooman

CT: Resulting value of developed market: How tdmiater) was replaced or connected with
other topic (climate warming)? Letter of intent kvdtonstructs developing market for project.

Secondly, A development of F:

A: Project spin off team development through insign of followers by letters of
acceptance: Experience with complementarity of @m@ntations.

AF: Resulting product value from accepted lettdrantent with constructs developing both
community movement and market for project.

Aggregation of seven observed projects accordingingle environmental issue and two
recent (R) or future (F) oriented challenges hameglemented process standardisation. C
occurs if impersonal HS are transferred througb Ppdrsonal SS arguments cause integrating
F, which is fixing productive A. Observed projediave really developed le, but T of
champions was either rejected or bought by b. Vaeathat rural communities would ‘buy’
rejected projects if its T developer strengthens M.
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Annotation: Restructuring of Czech economy or its integrafitn the EU are not the only key
factors contributing to the development of the emwvinent in the CR, changes in lifestyle and in
standards of living also play their role in the gass. On a daily basis, Czech households influence
the environment by doing their shopping, consumamgl using various kinds of products and
services, the way they spend their leisure timecdasymuting to work and travelling in general
and, last but not the least, by producing wastehBlee location and the size of the household
significantly influence the environment as well. &p from the positive effects, which are
reflected in the relative improvement of the quyatif life, the way households satisfy their needs
directly influences many environmental problems. chg them are global climatic changes, air,
soil and water pollution, excessive usage of nat@sources and loss of biodiversity. 30 to 40 %
of environmental problems are caused by househNielgertheless, there are ways to mitigate this
negative impact through lower consumption or usdeg-friendly products and services, which
will enable people to save water and energy. Pyntkata are the source when searching for
differences in consumer and pro-environmental bielay while taking into account the
household lifestyle and the size of the urban ammeere the household members reside. The aim
of this paper is to analyse expenses of rural abdruhouseholds, to interpret the discovered
differences and to assess rural and urban houselwlterms of their activities and attitudes
towards the environment. The primary sources ferathalysis of consumer and pro-environmental
behaviour are as follows: research into family artctatistics conducted by the Czech Statistical
Office, surveys carried out by the Transport Rege&entre, the Centre for Waste Management,
as well as the Public Opinion Research Centre atirigtitute of Sociology of the Academy of
Sciences of the Czech Republic. The underlying de&t@ processed using methods which analyse
qualitative dependent variables. The results gathdrave shown a positive turnaround in the
relationship of Czech households to the environmehich is influenced by economic, social and
technological changes.

Key words: Household, rural area, urban area, consumer bavayro-environmental behaviour,
ecological footprint, lifestyle.

JEL classification: Q59

1 Introduction

It was Aristotlés of Stagira who saigsome are thrifty as though they would live forever
others are extravagant as if they were going totte next dayHartl, 1997)" For a long
time it was assumed that the increase of negatipadts on the environment and the society
will be solved by new technologies. It was in tH#9Qs when it became evident that these
technologies are unable to remedy our growing ddsiconsume more and more. Therefore,
at the beginning of the twenty-first century, sbeiad environmental impact of unconditional
following of economic growth became apparent. Therent trend and the way how to
extricate from the threatening problem of humanetgare represented by global effort into
sustainability. Unlike the idea of sustainable depment which is focused mainly on
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companies, sustainable consumption is a task forcassumers, in particular. Kétva
(2006) defines it asconsumption based on consuming products and seswehich provide
basic needs of society and the quality of thed, l#nd at the same time take into account the
same needs of future generation&oudelka (2006) defines consumer behaviour asafne
the levels of human behaviour. It comprises thesara which lead consumers to using a
particular product, as well as the ways in whiakytdo this, including the impact this process
is accompanied by. Consumer behaviour means comsub@haviour when shopping, using
and selling goods, and each person’s substanediested in it. This is partially conditioned
by genetics and partially influenced by the envin@nt in which we live. Generally speaking,
why and how consumers use the products. Consuntavioeir cannot be taken out of its
connection to other aspects of human behaviour d€lka, 2006). Consumers’ attitudes are
characterized by Schiffman and Kanuk (2004) asunb tendency to act both positively and
negatively with regard to a particular product.

Sustainable consumption in terms of shopping behawan be defined as a preference for
locally produced products, preference for orgathydalrmed produce, preference for recycled
products or products made from recycled materials,this generally concerns decreasing
consumption as such as well. This is a really cempésue, because, as Lindstrom (2009)
states, consumers’ behaviour often does not hawgcdb or definite explanation.
“Neuromarketing”, which by means of analysing brantivities studies sensorimotor,
cognitive and affective reactions of consumersauigular stimuli, constitutes great progress.
Lindstrom (2009) states that majority of our demsi to buy something are not conscious.
85% of our brain activity is automatic, it operageg. by means of somatic markers or mirror
neurons. Although we mostly try to be guided by brain, research shows that what really
influences us are mainly emotions. These represemtof the most powerful vehicles which
lead us to a particular purchase.

The cost as well as the degree of satisfaction lwfaows are very important criteria which

influence our final choice. Naturally, each consumnies to gain as high profit as possible at
the lowest possible cost. The correct choice madgd be influenced by a number of limited
factors which either can or cannot be measuredgusinmerical quantities. We can
distinguish measurable quantitative factors (prieg&rranty period, etc.) and qualitative
factors, which usually cannot be measured (postramty service quality, origin of the

product or its pro-environmental character). Eviaum of alternatives is always rather
subjective.

As Kuskova (2009) states, 70 — 90 % of househaldnre is spent on consumption.

Family is the primary unit where household econ@makes place. In this regard, superior
groups (a household sector in the national econ@mgocial and community groups) can be
understood as units, which do have some commonrésainfluenced by analogous factors;
however, their economics might be defined as thal tor average, but not as a compact
economic unit, in which a mutual coordinated decignaking process about consumption
takes place. Except for the family, no other sogralup carries this characteristic (Barta and
Bartova, 2012). As PraSilova and Varvazovska (2@Lgpest: ,In the developed world, 30 to
40% of environmental problems can be attributetidoseholds.” Households influence the
environment directly as well as indirectly. The edir impact is set by the lifestyle of

households, that is by their activities, way ofrly, eating and transport habits. The indirect
influence is connected with acquiring the needecbueces, energy consumption while
processing, distributing and eliminating waste,dlasccupation for construction of roads,

shops, etc (Kuskova, 2009).
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The impact of households on the environment caguamtified in two ways. Firstly, using
the ecological footprint indicator, and secondlging the equation model for environmental
pollution. The ecological footprint is an indicatehich quantifies the natural capital used by
households and compares it with the total capiallable on earth. The following data are
used for calculation: consumption, which is coreertto the amount of biologically
productive land and water areas necessary to peothe given resources and to assimilate
them while using given technologies (Razgova, 1999)e equation for environmental
pollution is given by the product of three variabléhe size of the population, the impact of
production technologies and consumption (Librov@03). Household lifestyle is closely
related to the number of its members, technologieslable to each household, ways of
spending leisure time and shopping, which agaiduémices production of goods and
technology of services. Lifestyle and consumptiasifively influence the enforcement of
energy-efficient home technologies, and have impadhe restriction of foreign products, on
the support of home manufacturers, and on the @sanygthe volume of consumption of
goods and services while minimizing inputs and otggLibrova, 2003). Barta and Bartova
(2012) suggest that social learning takes placeaich household which has an important
impact on consumer behaviour. Within the familytirephabits are acquired, hygiene habits
are adopted, social behaviour and norms are ldaastcs of economics are created, aesthetic
opinions and morals are formed.

The most frequent type of lifestyle in the Czechpidic is the one with a family o for a
family. On the other hand, rural lifestyle is oretbecrease. Garcia-Montiel et al. (2014)
implies that it is necessary to understand humtiud@es and behaviour with regard to socio-
economic possibilities and their environmental edion. This provides an opportunity to
disseminate environment-related information basedha support strategy for sustainable
consumption and waste management. Large part eares (Peattie, Gadgil and Liverman,
2010) has focused on areas with the most signifitapact on the environment, namely on
households and their management, mainly their ehoicfood and other forms of pro-
environmental behaviour, such as transport behawdhile daily communing to work,
spending free time and habits while travelling dgrholidays. Pro-environmental behaviour
is a process which is strongly influenced by consuwalues, norms and customs.

2 Materials and Methods

2.1 Sources of data

The primary sources for the analysis of consumer @o-environmental behaviour were as

follows: research into family account statisticsmdocted by the Czech Statistical Office,

surveys carried out by the Transport Research Egihie Centre for Waste Management, and
the Public Opinion Research Centre at the InstwfitSociology of the Academy of Sciences

of the Czech Republic.

In order to verify hypotheses about conclusive iotpaf the factors which influence
consumer and pro-environmental behaviour most fsgmitly, data from a questionnaire
survey conducted in May 2013 by the Public OpirfiReasearch Centre were used. Access to
the data matrix was enabled to the authors withatpeement of the Sociological Data
Archive. The survey was conducted by means of agoal interview of an interviewer with
the respondent. 1062 respondents older than 1kipated in the survey. Gender, age and
education were the quota variables of the respdaddierritorial representativeness of the
population was complied with by the interviewerwetk set-up, where the size of the place
of residence and of regions are the monitoredbaties.
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The parameters of population correspond with thgufation structure in the Czech Republic
when they were divided according to socio-demographaracteristics (gender, education,
age) as well as to the territory. Overall, we mapenthat the respondent population is
representative, because it corresponds to the papidation (tolerating minimal deviations).

In total, the questionnaire contained 24 questioviich were thematically divided into 4
sections. The first two were devoted to attituded lenowledge concerning the environment,
the third part to consumer and pro-environmentaiskbold behaviour, and questions in the
fourth part were strictly identifying. Associatidechniques and preference questions were
used in the questionnaire, namely statements dasgrcertain attitudes to the examined topic
which were evaluated using the Likert scale.

551 women (51.9%) and 511 men (48.1%) participatetie survey. In this paper we focus
on verification of hypotheses about consumer aneepvironmental behaviour of households
in connection with selected socio-demographic dtarstics of the population.

For the analysis of the questionnaire survey itsetfe- and multi-dimensional tools for
statistical categorical data analysis were usea Basic analysis of individual values of
variables derives from frequency distribution aradicalation of descriptive attributes. The
principles for the analysis of dependence of twoialdes were described based on the
contingency table. The table values often lead tmclusions about dependence or
independence between two variables. The contingd¢able forms the basis for testing
dependence and for calculating dependence interaséty Rezankova, 2007).

2.2 Analysis of the qualitative phenomena (attribut  es) relationships

The relationship between the qualitative statistizia may be referred to as association or
contingency. Association concerns the relationdiepveen alternative statistical variables
assuming two values (varieties) only. Contingenclyzes the relationship between
qualitative attributes of which at least one ismolltiple (non-alternative) nature. When
relationships between the qualitative statistictitibtaites are being examined, the data
available usually come from sampling. It is theod@do find out whether they are related and
whether generalization of the results obtained ftbensample upon the original population is
possible. Such questions can be answered usinghgeprocedures where statistical
significance of the relationship between two qadife attributes under study is verified. In
the present solutiog2 test has been used. The test is based on nulithsgs assuming
independence of the two attributes. The test anites defined in general by:

e (n| _Oi')2
X=20, 1)
i=1 j=1 i
or,
<& nin,)’
2 ij
X = -Nn 2
R @
where: n ...... size of the sample,
Nj...... observed frequency,
Gj -ov.n expected (theoretical) frequency,
M, Ny ..o marginal frequencies,

i=1,2,..., k, where k isthe number of varigteé one attribute,
j=1,2,..., m, where m is the number of var®té the second attribute.
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Theoretical frequencies are obtained as the praafubtie corresponding marginal frequencies over the
total population size. Thg? test criterion hag? distribution at [(k—1).(m-1)] degrees of freeddm.

the casey?test criterion value obtained exceeds tkig critical value atr significance level and [(k—

1).(m-1)] degrees of freedom, null hypothesisafependence between the two attributes can be
rejected ata level of significance or, alternative hypothessswaning a significant relationship
(correlation) between the two attributes can bepettpd. Probability of the assumed correlation then
is (1-a).

2.3 Measurement of the degree of the relationship b etween qualitative
attributes

Measurement of the degree of a statistical depeedeetween qualitative statistical attributes can b
performed using eitheg coefficients or the prediction measures. Considetiie nature of the survey
and its organisation, the analytical part of resledras used measures based orxtmeethod. In order
to measure the degree of the relationship in thecation table, V coefficient of association hasit
used:

V=X 3)

where thex? coefficient is defined fromilj and n is the sample size.

The coefficient of association has identical préiperas the coefficient of correlation. It assumes
values within the(-=1; 1) limits and in case of total dependence it is eqoaktl, in case of
independence it is equal to 0.

In general contingency tables, the degree of tlaioaship is assessed using the coefficient ofrmea
square contingency C (Pearson contingency cogfficie

2

— X
C= n+X2 (4)

where thex? quantity is again defined bf)(and n is the sample size.

The Pearson coefficient of contingency assumeswadue in case of total independence between two
gualitative statistical attributes, and it apprasethe unity limit in case of total dependence.

The degree of the relationship in a contingencyletdias also been measured using Cramér V

coefficient;
XZ
V =
V n(h-1) )

If a 2x2 contingency table is available, it is apsassible to use different statistics to calculate
the dependence ratio — the odds ratio, which iredutthe relationship between associated
frequencies. The odds ratio can reach any nonmvegaéilue. What applies is that the odds
ratio equals 1 when the observed variables arepertient. Values in the interval between 0

where h = min (k, m).
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and 1 signal negative association and values betwieeand +o positive association
(Pecakova, 2008).

To test statistical hypotheses, the importancd lev@.05 was chosen. Statistical calculations
were carried out in the STATISTICA software, versit®.

3 Results and Discussion

3.1 Differences in lifestyle and consumer behaviour between rural and urban
households

In terms of the size of the area where the famigmbers live, differences in household
lifestyle are reflected in the results of the syreéthe personal account statistiés. the data
from the Czech Statistical Office imply, the avexdgvel of nett expenses in 2012 in small
villages (population of fewer than 2 thousand peppimounted to 10,137 CZK per person
per month.In large towns (population of more than 50 thousg®bple), it reached
12,656 CZK, which is 2,519 CZK more. A lower lewdlaverage expenditure per person in
households in small villages is also caused by fbeier average income. This is connected
with generally lower level of work-related incom&hat also influences this is the fact that
households in smaller villages and towns on avehaye more members, and there are also
more children, who have no income. The size ofuiin area also significantly influences
the structure of consumer expenses of householdstowns, housing and energy
consumption, which exceed 20%, constitute thegdar part. In large towns with population
of more than 50 thousand people, they amountethtosa 25%. On the contrary, households
residing in the villages with population of fewdrah 2 thousand people, the proportion did
not exceed 18%, and it became the second most fampotem on the expenses list. In large
towns, housing and energy consumption expenseslaguéo 5,655 CZK per household on
average, which is 40% more than in rural househuoldls low population. There are also
significant differences in the composition of ovketeousing expenses. Households which
reside in smaller villages, where family housesvaile spend nearly three quarters of their
total housing expenses on energy consumption. Vibere large cities housing expenses
represent the biggest financial burden, in smalhges expenses on food and non-alcoholic
drinks are the most important items in the houstledpenditure structure. In 2012, these
amounted to 21.3%, which is 2.3 percentage poimterthan those of households residing in
large cities. Concurrently, in absolute terms, letwadds in small villages spent on average
1,903 CZK per person per month on food and nonkalto drinks, which is not as much as
households in large cities, whose expenses addem @p064 CZK per person. It is also
representative of the households in small villalped they have more favourable conditions
to utilize their own homestead. The number of ahiama plant products which are free of
charge is often twice as high in the villages witipulation of fewer than 2 thousand people
as in households in the cities with population @frenthan 50 thousand people, in some cases
this is even eight or ten times higher. This factdflected in real life in that households in
small villages do not need to buy such a rangeoofi$ as households in big cities. The
differences in transport expenses are also appa@d¥o in large cities and 12.7% in small
villages, where people must commute to work, sgharohre forced to travel due to problems
with availability of some goods or services. If wempare other areas of consumption
expenditure, the differences in the structure imgeof the size of the urban area do not seem
important. Average household expenses connectell thé acquisition or renovation of
housing, which are no longer included in the sdedalconsumption expenditure, are
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disproportionately higher in households in largéesi with population higher than 50
thousand people. Over the recent years, they hase dpproximately twice as high as in the
households residing in villages with population f#wer than 2 thousand people.

3.2 Attitudes of Czech households to the environmen t

The questionnaire survey conducted by the Publimi®p Research Centre has revealed the
real attitude of households towards pro-environadn¢haviour. It examined attitudes of the
Czech public towards the environment. The questifbmused on pro-environmental
behaviour. Namely, it investigated whether peopte @terested and have sufficient
information about how to treat the environment m eco-friendly way, as well as the
frequency of selected pro-environmental activitigkre than two thirds of people (70%)
expressed their interest in the information aboaw io be pro-environmental, while 17%
declared strong interest (“I am definitely intesgB). On the contrary, more than one quarter
(28%) of the population older than 15 is not inséed in such information.

Further data analysis (testing in contingency &bkdterwards enabled identification of a
relationship between interest in the informatiorobhow to be pro-environmental, and

sociodemographic characteristics of the populafidtre answer “I am definitely interested” is

statistically more frequently selected by univergtaduates (21%) and persons with good
living standards (21% against 9% of those declapogr living standards). On the contrary,

interest in information is less frequent among ¢hego have completed only mandatory
education.

Dependence between interest and information abowttb treat the environment in a pro-
environmental way and standards of living of howsdt based on thg-test can be marked
as statistically important and according to thetiemency coefficient value (C=0.129) as
weak.

Perception of sufficient or insufficient amount offormation about how to treat the
environment in an eco-friendly way is to some ekisonditioned by one’s interest in this
type of information. People who, according to thewn words, are interested in such
information, considerably more often declare sigfit amount of information about this area.
University graduates (74% in total think that thdgfinitely or rather have sufficient
information) as well as those who declare goodhgvstandards (73% state that they rather or
definitely have sufficient information) more ofteansider themselves informed.

Another set of questions focused on everyday haldedperations. Four categories of pro-
environmental activities were analyzed: sorting twasaving water and energy, shopping
behaviour and restriction of car use. The surveywshthat the most popular form of pro-
environmental behaviour is waste sorting (graph8BY6 of the respondents stated that they
separate common waste, 47% (i.e. almost half ofatth@t population) declare that they
always do this. Likewise, 77% of the respondentital answered that they sort hazardous
waste, while 47% always do this. Dependence betw&mrdards of living of the household
and willingness to sort waste cannot be markedadistscally important, but weak (C=0.178).
In total, more than half of the population (54%atet that they save energy and water.
Nevertheless, statistically important dependendeden saving water and energy because of
the environment and standard of living of the hbosd was not proved by th@-test. Other
forms of pro-environmental behaviour are relativiglgs frequent. More than one quarter of
the people (27%) declare that they buy eco-friemibducts. Approximately one fifth of the
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respondents (22%) state that they restrict car Bgging organic foods is popular with just
under one fifth of the population (15 %).

The y2-test showed dependence of purchasing environfrientdly products, pro-
environmental attitude to using car transport adl we purchasing organic food on the
standard of living of households.

separates common waste _ a6 11 l
separates hazardous waste _ 33 13 .E!
saves enendy and water
hecause ofthe emvironment - 40 27 m

e [ s [E
17

; I

purchases arganic food I 11 a5
0% 20%% 40% 60% B0% 100%0
B always O often @ exceptionally Hnever U not applicable O jges not know

Source of data: PORC

Fig. 1. Pro-environmental behaviour of households (%)

The data analysis shows that sorting common andrtiaas waste is more frequent among
those who declare good living standards and areeuwsity graduates. There was no
significant statistical difference between ruraldaarban populations. Similarly, sorting
common waste is also more often declared by thelpeariented towards the right-wing
political spectrum and by women. Those who dectpred living standards, are university
graduates, are oriented towards the right-wing,vaoichen at the same time to a greater extent
buy environmentally friendly products and save ggemd water because of the environment.
The same is also valid for restriction of car usé purchasing organic food.

Table 1 brings an overview of development in opisibetween 2002 and 2012. After 2002,
the number of people who separate common and hlammdaste increased, however, this
increase stopped approximately in 2008. Over thenteyears, there have been no significant
changes in behaviour. The change in the restriatiocar use between 2005 and 2006 was
caused by the expansion of the answer scale wethnibt applicable” option.
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Table 1.Behaviour of households — time comparison (%)

2002 2004 2006 2008 2011 2013
+- +- +/- +/- +/- +/-
separates common waste 56/42 67/32 76/23 81/18 82/1 8 83/16
separates hazardous waste 57/36 70/26 71/18 71/21 7 4/22  79/17
saves energy and water because 40/56 42/54 A48/46 48/48 49/48 153/44
of the environment
buys environment-friendly 43/44 26/61 32/54 29/59 27/64 28/63
products
restricts car use 16/75 15/76 17/57 12/61 17/65 20/ 62

buys organic food

12/82 12/85 13/85

Source: PORC

Note: Plus marks the total of answers “always” and
of answers “exceptionally” and “never’. The remaind

“often”, minus marks the total
er to 100% includes answers

“does not know”, from 2006 also “not applicable”.

Further analysis of the data shows that purchasnggnic food and environment-friendly
products is more frequent among university gradyated among people with good standards
of living (on the other hand, buying such produayspeople with bad standards of living is
less frequent). The same positive connection betveskication and standards of living is
partially present with separation of hazardous @&@edhmon waste. Furthermore, both
purchasing organic food and separation of commastema more frequently associated with
women than men. Saving energy and water is mogpém with the age group of over 60
years old people, while it is less frequent amoognger people between 15 and 29 years of
age.

4 Conclusion

Urban and rural households continuously show diffedevels in the amount and in the
structure of their expenditure. It is pleasing thatral households preserve certain
characteristics, nevertheless, no statisticallyartgnt difference has been confirmed between
rural and urban population in terms of pro-enviremtal behaviour. The results have pointed
out the turnaround in the relationship of Czechdetwlds towards the environment, which is
strongly influenced by economic, social and tecbgwial changes. In the Czech Republic,
family and pro-family lifestyle still predominatgith the most frequent type of household
being a complete family. Single and other non-tradal households are evidently on the
increase, the number of which will be continuouslyreasing. The ecological footprint of the
household calculated per capita is connected with As Dalikova’s study (2010) suggests,
while higher social class includes aspects of sumtdée consumption into their lives based on
trends, this type of behaviour is more natural wvifté middle class — through understanding
the issue. Her research also implies that we naghtime future positive relationship of new
generations to sustainable consumption. Howevas, fiecessary to create conditions and a
suitable climate to integrate sustainability intor everyday life. These conclusions fully
correspond with the above mentioned results oattayses.

Kuskova (2009) in her study also mentions that ghkebal trend of healthy lifestyle is
increasingly more evident in consumer behaviouhéCzech Republic. Her research implies
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that one third of respondents feel better if theysider sustainability in their lives. Urban and
rural households try to participate in protectidntlte environment particularly by sorting

their waste, saving energy and water, and usingr@mwentally friendly products. This is

owed to the following facts: the idea of saving flgnfinances, access to information about
the state of the environment guaranteed by lawwel as educative programmes and
community activity in the region.

Acknowledgements

The information introduced in this paper resultednf the solution of the IGA project
no. 20131036, at thEaculty of Economics and Manageme®tech University of Life Sciences in
Prague “Involving citizens of rural communities in publiife.”

References

Barta, V. and Bartova, H. (2012)kho spotebitel, Praha: Nakladatelstvi Oeconomica.

Dalikova, P. (2010%potebni chovani generace Y v kontextu udrzitelné'sppiCeské
Budgjovice: Inproforum Junior.

Garcia-Montiel, D. C., Verdejo-Ortiz, J. C., Sag-Bartolomei, R., Vila-Ruiz, C. P.,
Santiago, L. and Melendez-Ackerman, E. (2014) "Feodrces and accessibility and waste
disposal patterns across an urban tropical watdrdheplications for the flow of materials
and energy,’ Ecology and Societyol. 19, no. 1, pp. 37- 48.

Hartl, B. (1997)Vecny inspiromatPraha: Nakladatelstvi Svoboda.

Kolarova, M. (2006) “Gender and Globalisation: Laboua@es in the Global Economy*,
Czech Sociological Reviewol.42, no. 6, pp. 1241-1257.

Koudelka, J. (2006%potebni chovani a segmentace trRuaha: Vysoka Skola
ekonomicka a management.

Kuskova, P. et al. (2009Jesi ve spaebitelském raji (1?): Vyvoj spagbyceskych
domacnosti v poslednich dvaceti letdetgha: CENIA.

Librov4, H. (2003\Vlazni a vahavi: (kapitoly o ekologickém luxudgmno: Doplrek.

Lindstrom, M. (2009)Nakupologie. Pravda a IZi o tom, praakupujemeBrno: Computer
Press.

Peattie, K, Gadgil, A. and Liverman, D. (2010) Greggonsumption: Behavior and Norms,
Annual Review of Environment and Resourgeet35, no.10, pp. 195-228.

Pecakova, I. (2008tatistika v terénnich pekumechPraha: Professional Publishing.

PraSilov4, M. and Varvazovska, P. (2012) A residéndrea citizens™ attitude towards
environment of living in the domestic and europeantext,Acta universitatis agriculturae et
silviculturae Mendelianae Brunensiml. LX, no. 7, pp. 225-232.

Réazgova, E. (1999) Ekologicka stopa: velikost ,piast'potiebné k uziveni ekonomiky,
Vesmir vol. 78, no. 8, pp. 445-447.

Rezankova, H. (2007nalyza dat z dotaznikovych/&eti, Praha: Professional Publishing.
Schriffman, L. G., Kanuk L. L. (200 akupni chovaniBrno: Computer Press.

344



Gluten-free dining options in the Czech Republic

Daniela Salkova, Marta Regnerova

! Department of Trade and Finance , FEM, Czech Usityeof Life Sciences Prague, Kamycka 129, 165 21
Prague 6 — Suchdol, Czech Republic
salkova@pef.czu.cz, regnerova@pef.czu.cz

Annotation:

The primary aim of this paper is based on the gdrsard specific goals of the project: to map and
objectively analyze the proportionality of consungemand and the range of foods offered in
select public dining facilities for this specificayp of customers-consumers requiring a gluten-
free diet, along with the financial impact of tlnner of dining based upon the research carried
out.

Since gluten-free products affect the health gbecsic group of consumers, there is considerable
opportunity here for corporate social responsipiltrograms of companies providing dining
services, companies seeking dining options for theiployees or health insurance companies for
this group of citizens. Corporate Social RespolisifiCSR) is a concept where a company is not
only concerned with its economic interests, bub alsluntarily integrates a social and ecological
perspective in its activities. This means opegatimith a view to the triple-bottom-line, where the
company not only concentrates on economic growthatso the environmental and social aspects
of its activities. A company is not isolated frommetsurrounding world, but rather is directly
connected to it. Generally speaking, we may usadifimition of McElhanney (2011) that CSR is
using business to create a better world.

The information presented in this paper resultednfrwork at the Faculty of Economics and
Management Czech University of Life Sciences Pragom IGA project no.
20141033, “Availability of dining for celiacs (viita gluten-free diet) in hospitality establishments
in the CR and their social responsibility towards monitored group of consumers”.

Key words: consumer - celiac, gluten-free diet, hospitalityp@ly, corporate social responsibility
(CSR)

JEL classification: F1

1 Introduction

Consumers with autoimmune illnesses of the smad#siimes are not able to process the
protein gluten, which presents a lifelong problamtérms of dining. This illness is most
commonly known as celiac disease, or sometime®mlatlergy or Duhring-Brocq disease.
Celiac disease is even one of the world most braddifelong diseases (Fasano, Troncone,
Branski 2008). Individuals afflicted with this automune disease produce greater amounts of
antibodies to the enzymes and proteins which agiuten, as shown by Klener et al. (2006).
Basically this is a chronic illness of the smallestine mucosa which requires a diet
containing no gluten or only very small concentmas of gluten. However, gluten is found in
most common foods containing wheat or rye flourefBifiore, celiacs have to radically change
and modify their diet to avoid foods which contginten, although they can eat foods with
very small concentrations of gluten as specifiedE{@ Regulation no. 41/2009 of January
20th, 2009 concerning the composition and labedinipodstuffs (“GLUTEN-FREE”, VERY
LOW GLUTEN CONTENT") suitable for people intoleratd gluten, which establishes
uniform European rules for the composition and liageof foods with respect to gluten
content (special dietary foods intended for peaptelerant to gluten). When working on
IGA PEF CZU project no. 20121027 (11210/1312/3106) “A sunadysuitable retail food
supply for customers with gluten intolerance) aariout from 2012-2013, a number of
respondents and others involved with the projeftéeted upon group dining for celiacs and
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their experiences with the availability (or lacletbof) of gluten-free foods in dining facilities.
This gave rise to the idea of continuing researcthis area through a related IGA project:
“Avallability of Suitable Dining for Celiacs (witla gluten-free diet) in the Hospitality Sector
of the CR”. This project has been underway sincal 2014 and not only examines the foods
offered, but also the availability of dining optfior consumers on a gluten-free diet in
dining facilities in the Czech Republic. Generatlgglutenized products (raw ingredients) are
very expensive and it's necessary to find a streckuand evidence-based economically
balanced range of processed products in the hogpitadustry, taking into account the
buying power of this group of consumers. The proyeil create an overview of the foods
offered for a gluten-free diet and examine theificance of select factors which most greatly
affect the purchase of these foods by the parti¢atget group.

It is estimated that there are about 3 million peowith celiac disease. ,The new
epidemiology of celiac disease is now characterigdan increase of new cases in the
historical celiac disease areas (northern Europetltaa United States) and more interestingly
in a spread of the disease in new regions (Asiamtci@s). A significant change in diet habits,
particularly in gluten consumption as well as ifam feeding patterns are probably the main
factors that can account for these new trends laccdisease epidemiologyCgtassiet al.
2014). In the Czech Republic have autoimmune déseaithe small intestine and are not able
to process the protein gluten 50 — 120 thousang@lpeBxpressed in percentages, this is 0.5 —
1.2% of the population. Of this number, only 10-18% treated, the rest have not yet been
diagnosed. This is basically a chronic illness loé mucosa of the small intestine most
commonly known as celiac disease, or sometime®mlatlergy or Duhring-Brocq disease.
»INn addition to the gastrointestinal system, celilgease can also involve other body systems
and cause conditions including short stature, pstexsis, and iron-deficiency anemia®
(Moreno 2014). People with this disease must eatlfowhich do not contain gluten or
contain only small concentrations of it. Yet, gluis in most regular/conventional foods. The
causes of this disease may be varied, as demaubsiogt Saeed (2013) in his study of the
relationship between celiac disease and ricketghitdren. The disease may appear in
childhood or adulthood, most commonly among yourggople, and there may be multiple
triggering factors — a sudden change in life, bidperation, an infectious disease, stress, and
it may appear after an intense mental or physiggeeence or other exceptional events
(Kohout, Pavitkova, 2010).

There continue to be more and more people withdisisase, which cannot be entirely cured,
and the greatest problem is early detection anecgsify proper diagnosis of this disease
(CT24 Studio 6, 12.03.2013).

From a dining perspective, it is necessary foragitintolerant people to avoid all types of
grains with a high gluten content (wheat, barlgg)r In genetically susceptible people, the
sub-proteins of gluten generate a disproportiomagponse of the immune system, which
continues to create autoantibodies.

If gluten is not eliminated completely from the tlithen after some time the immune system
becomes exhausted, illnesses affect other orgahsetaited autoimmune disease arise along
with numerous complications, most of which are-tlieeatening as shown by Mozna L.
(2008). As a feasible alternative to wheat produittss possible to consume corn, millet,
amaranth, soy beans, chestnuts, buckwheat, ritg, vegetables, potatoes, fruit, meat, caviar,
milk and milk products as presented by Bass €Rall3).
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The general determinants which define and sigmfigampact the health and quality of life
of every individual and thus the specific groupcohsumers with gluten intolerance include
the following:

» biological and genetic predisposition

» health care system (medicine)

» lifestyle including diet

» and environmental impact.

This paper primarily examines the determinant et ¢a gluten-free diet), which consumers
can control themselves with their dining choicete Tother determinants are objectively
given, scientifically examined, and their impacttba quality of life of a particular individual
can hardly be influenced by the individual.

A change in lifestyle including a proper diet caad to improved work performance and
social standing. Of the factors determining quaditylife, it is a proper diet which is most
easily understood and achievable by gluten-intokecansumers.

For the quality of life of this specific group atizens/consumers to be comparable to that of
other citizens, the manner of their dining mustbapted to their specific needs and their diet
must exclude foods, including ready meals, whicht@ion gluten. Maintaining a gluten-free
diet requires not only buying suitable foods, thailability of which is very irregular
according to a previous survey of the Czech maiiet,also selecting dishes which do not
contain gluten when eating out, because even d amalnt of gluten can cause considerable
problems for celiac consumers.

2 Materials and Methods

The aim of this paper is to map and objectivelylg®athe proportionality of the range of
foods offered in select public dining facilities fihis specific group of customers/consumers
requiring a gluten-free diet, along with the finehémpact of this manner of dining. It was
therefore necessary to conduct field research aad the supply and demand of foods
(menus) for a gluten-free diet in select hospiabstablishments along with prices and
consumer preferences of specific groups of custemeguiring gluten-free diets in relation to
select factors which are the primary determinantsshaping their demand and making
decision about purchasing food at restaurants.

The following methodological approach was used:

1. Study of available literature and professionalctei concerning this issue and the options and
availability of dining for customers requiring autgn-free diet and the behavior of these
consumers when purchasing such food.

Compilation of a literary overview using descriptioand citations from scientific text.

Evaluation of the results of primary research bageoh surveys conducted at 3 select types of

hospitality establishments (offering or not offgricustomers gluten-free foods).

4. Evaluation of the responses to the questionndlealtiDining preferences of consumers requiring
a gluten-free diet”

5. Construction of a proposal with recommendationsrtprove the availability and range of foods
offered for customers requiring a gluten-free dietselect types of hospitality establishments.
These recommendations will use logical deductioth synthesize the partial research results to
consider corporate social responsibility in morgtbfactors along with the consumer preferences
of specific groups of consumers.

wnN
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Since gluten intolerance disease (celiac diseas®)re primarily in younger people who are
in school or working and therefore mostly eat dbg aim of research in select types of
hospitality establishments in the CR was to mapass#ss the foods offered for this specific
group of customers, and to propose possible recomdati®ons to improve the current state in
individual types of facilities.

Celiacs must eliminate rye, barley, wheat and ¢mirfand all food components which
contain gluten (sauces, beer, soups, pasta, €te)present state of the assortment of gluten-
free foods offered at hospitality establishments wenitored and analyzed and is evaluated
in this paper. At the same time, we examine theticgiship between the assortment of gluten-
free foods offered at select dining facilities dhd decisions of celiac consumers with respect
to the social responsibility of these companies twedconsumer preferences and behavior of
these consumers.

3 Results and Discussion

The field research of foods offered for consumeit \gluten intolerance (gluten-free diet)
was carried out during February and March 2014.08@&qgear students at the Business
Operations and Economics Department (FEM, Czeclvdgsity of Life Sciences Prague)
actively participated in the research. A total 862lining facilities were visited and classified
into the three categories most often frequentegdoyg people:

1. fast food restaurants and stands,

2. classic sit-down restaurants with wait staff

3. institutional dining facilities such as school daféas, canteens, factory cafeterias, and

dining facilities in retirement homes, in the armapd in prisons.

These dining facilities were located in 43 predaanity urban and rural areas in the South
Bohemian, South Moravian, Liberec, Olomouc, ParceibPilsen, Prague, Central Bohemian,
Usti nad Labem and Vysma regions.

At the same time, a survey was conducted of conspmeéerences and needs among gluten
intolerant consumers when making food purchasingsams, and their purchasing power

was gauged. The survey titled “Dining preferencesamsumers on a gluten-free diet” was

conducted in the first half of 2014.

The respondents/celiac were selected randomly kipgsvhether they would be willing to
answer a few questions in our survey. This surbeyed how many celiacs are living among
us, as well as people without celiac disease winms# to keep a gluten-free diet, and how
complicated dining can be for them at school ahaworkplace.

Field research findings to date

Fast food (all research was carried out in urb@aspor at gas stations with overnight parking
lots)

At these places, when there was no menu it wasseapgeto ask the staff about what kind of
food would be good for a gluten-free diet. Thiseypf dining generally offers sandwiches

combining meat, vegetables and dressing in whigadrolls. It was not possible to modify

the food to make it gluten-free because glutendmead was not available and the sandwich
ingredients were set. The most frequently suggegitedn-free options were vegetable salads
and french fries. While vegetable salads are pag bealthy diet and french fries less so,
neither is sufficient as a main course.
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Also included among fast food establishments wasSbup Shack (Politkarna) in Prague 4
which specializes in soups (cups or bowls), andrevtiee menu always includes one gluten-
free soup and an assortment of light lunches. Thargtages of this restaurant is that the food
is cheap and fast.

Another exception to the rule in Prague was théamdast food restaurant Bombay Express.
While they do not list any food for celiacs on thenu, there’s no problem if the customer
wants to have rice instead of bread with his cmadketomato sauce. The prices are firmly set
at 135 CZK for 2009 portions.

During field research, the only fast food restatsahich listed allergens found in particular
dishes was McDonald’s. At a number of these faslithe staff was willing to serve a
cheeseburger without the bun. But even so, celiatomers had the unpleasant experience of
a Caesar salad with grilled meat which was declémelde gluten-free but which contained
several croutons which were not gluten-free (thestjan remains whether this was a mistake
or simply due to the ignorance of kitchen personnel

Prices ranged around 100 CZK, depending on theodittes portion.

Eating daily at such establishments would makeafeery monotonous diet, since the daily
choice of foods offered at such places is alwagsstdme.

A number of the fast food establishments we visitad never heard of celiac disease or what
it meant. For example, at KFC (Prague-Chodov) thesgn at the counter was not familiar
with celiac disease and had to call the restaurertager, who had a good understanding of
the condition and tried to find a suitable comhbimratof foods (main course and side). Yet,
despite her efforts, the only suitable food remaiaesalad without dressing.

Sit-down restaurants (research was carried oubtin brban and rural areas and on roadsides)

Unlike fast food restaurants, the staff of thestagrants were relatively well prepared with
respect to offering suitable food for customersagsieequiring a gluten-free diet. In a number
of restaurants, guests could select more than witebhte dish from the daily menu, or modify
dishes to make them gluten-free (e.g. changing siders), or it was possible to prepare
certain dishes normally containing gluten in glutese versions. Some restaurants labeled
gluten-free dishes on the menu with a crossed gggmbol. The staff and waiters of the
restaurants we visited were generally well acqedinvith a gluten-free diet and could
knowledgeably advise customers in their selecticioad.

An example of one such restaurant which takes gaod of celiac customers is Potrefena
husa, where gluten-free dishes are listed on theumeth a crossed grain symbol. In most
cases, the restaurant serves dishes without ssdeg’s no problem for the diner/celiac to
order a suitable gluten-free side. Of course, ithal reflected in the prices, which for gluten-
free food is truly high: marinated cheeses (20@@n 89 CZK up to 395 CZK for entrecote
steak (500 g). It would obviously not be possildethe average celiac to eat at this restaurant
every day.

A unique approach to this problem was found at IS\Rg¢staurant U Karla, which has
combined traditional Bohemian cuisine with gluteeef dining. The staff is helpful and is
very informed about the issue. This is the thirdnyhat the restaurant is offering a gluten-free
menu, a change which came about when celiac disapgeared in the family of the
restaurant’s owner. All foods including desserts made from scratch at the restaurant from
basic ingredients. The restaurant offers a fultegitfree menu including soups, appetizers,
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main courses with all kinds of meat, and dessé&tsy even offer gluten-free beer. The prices
are a bit higher than in regular restaurants widit staffs, but they correspond to the quality
and freshness of the food. For example, there & bensommé with gluten-free noodles,
meat and vegetables (300 g) for 55 CZK, or beefiddnin in a cream sauce, homemade
gluten-free dumplings and cranberry sauce (1501g)45 CZK.

Both these examples of sit-down restaurants witlitpe attitudes towards celiac guests are
located in Prague. In our field research, we alsded a number of restaurants outside the
capital (in Beroun, BeneSov, P#tov etc.); or even roadside restaurants (at megad
intersections, gas stations with overnight parkotg, etc.), where guests on gluten-free diets
could choose from multiple dishes on the daily menaombine suitable foods for a meal.

Celiac diners encounter problems when trying tareamall towns or villages. If a restaurant
is not heavily frequented or there are few locahinitants, then it typically offers one or two
hot meals with a soup, not always gluten-free,hmrtsorders or cold food, which is usually
served with bread. In such case, the celiac consbageno choice but to buy gluten-free food
at a shop and eat at home.

Institutional dining facilities (research was contid in urban and rural areas)

We visited dining facilities such as school cafetgruniversity canteens, Eurest eateries, the
canteen at Czech Radio, factory cafeterias, cadstat a retirement home and prison, etc.

The menus of these types of dining facilities do st gluten-free foods. The one exception
among the facilities we visited was the FOOD GARDENe cafeteria fof eska spiitelna,
where gluten-free dishes are visibly labeled wlid ¢rossed grain symbol.

In all the places we visited where food is cookad aerved, the personnel were relatively
helpful to celiac diners and willing to combine ltks to make them suitable for celiacs. The
most willing staff were at the cafeterias of sclsoamhd pre-schools. If there happened to be a
single student at the school who required glutee-food, the school cafeteria personnel were
prepared to cook a single dish to suit this dier -at least a suitable gluten-free side. Here,
cooperation between the school and parents is tapo(for example, whether there is any
surcharge for gluten-free food), so that the sch®@ware that the student is a celiac; and
when the parents prepare a gluten-free boxed Itordhe child, they warm it up at the school
cafeteria without any problem.

In many cases, food for factory dining halls corfresn a single high capacity plant and is
then only dispensed at the given institution (factoetirement home, agricultural plant, etc.).
The staff dispensing the food then cannot advisenftwmence the diner’s selection. In this
case, this is usually food chosen from a menu, thedceliac customer can only guess if
nothing on the menu is listed as gluten-free.

The prices in these types of institutional diniragilities for gluten-free food do not vary
much from other foods, since the schools and eneptopartially subsidize these meals for
their students and employees respectively. If ichsiacilities a customer makes a special
request, then he/she pays the full price for tlogl fo

In our survey work with the questionnaire titledifiing preferences of consumers on a
gluten-free diet” which will be evaluated while Wworg on the IGA project, we found a
pressing desire of celiac customers for a greasorament of food in dining facilities, since
they often have to make do with simply cooked nmead potatoes or a vegetable salad.
Customers would gladly pay more at all types ofrdjrfacilities for an expanded assortment
of gluten-free foods such as gluten-free dumplingsta, crepes, fruit dumplings, desserts,
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cakes, pizza, potato pancakes, meat loaf, batteaetiflower, broccoli, and mushrooms,
soups, and also traditional Czech cuisine includheer.

4 Conclusions

The results of the first part of our field reseasthselect types of dining facilities showed

great irregularity in the availability and assortrhef suitable foods offered to consumers on
a gluten-free diet. From this perspective, theasitun on the Czech market is not satisfactory.
Despite the growing number of people who requigtugen-free diet or desire to eat that way
for health reasons, the majority of dining facd#ihave not yet sufficiently addressed the
situation. Of course, these facilities follow theerthat “where there’s no demand, there’s no
supply”. Reasons may include ignorance of the isthigeeconomic situation in the hospitality

sector, or a lack of professional training for tafc.

Dining options for gluten intolerant customers significantly affected by the location of the
dining facility. The smaller the town, the smaltee assortment of gluten-free food that is
offered. In rural areas, the dining options foriaed in restaurants are very limited, and they
often have food delivered by companies which previds service.

Corporate social responsibility towards this grafpcitizens on a gluten-free diet should
always be part of the business strategy of evergpamy which plays a part in providing
dining services (including insurance companies thwadditional payments for the dining of
people diagnosed with celiac disease), but alsopaois seeking dining services for their
employees. It is in the interest of the compangliit®d be socially responsible. Responsible
behavior of the company towards its employees amtbsndings positively affects work
productivity, employee loyalty, the company’s regiidn, creates a competitive advantage for
the company and fosters long-term sustainable dpu@nt.
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Annotation: Public sector is often defined as space betwedtizan, market and state. Citizens
form associations which can influence public actaord cooperate with other actors of public
affairs. Municipalities should and in most casesdoperate with the public sector, which leads to
the fact that citizens have a sense of belonging particular place and feel satisfied there. The
aim of this paper is to propose efficient posdileii of influencing public action by citizens of a
selected region in Central Bohemia. The first parim is to elicit opinions of the public and
other actors on the issue of civil society and fmilgges of influencing public policy. Application

of simple statistical methods both confirmed arfdtesl hypotheses of variables independence, or
the strength of their dependence. The second paitrawas reached by a qualitative approach
using semi-standardised interviews with actorsuddlio action in the region of Central Bohemia.
Through the research in the region it can be stttatdnon-profit organisations are in a friendly
relationship with representatives of lower and bigherritorial authorities. They are highly
regarded by local administrations which often resfiubeir opinion on a problem. Therefore it is
necessary to build mutual support and confidenteden citizens and representatives of the state
and non-profit organisations because only thenptirgicipation and involvement of the citizens
and their representatives in various forms of nmyfiporganisations will grow together with their
involvement in public policy.

Key words: administration representatives, civil society, caumication, cooperation, influence
on a decision-making process, non-profit sectoblipypolicy

JEL classification: Z18

1 Introduction

Public sector is commonly referred to as space é@tva citizen, market and state. Citizens
form associations which have influence on publitoacand cooperate with other public
affairs actors. Mller (2008) sees the motive afi\al society in an effort to seek and find
guarantees of a democratic development in a sogibbse aim is to discover potential risks
and their origins and succeed in preventing theth@edicting their consequences together
with an effort to reduce and mitigate them (Mul2008, 50). Parkosova (1998) assumes that
public organisations present certain mechanismsabdapof a well-timed alert to non-
preservation of democratic principles within andsaile the state (Parkosova, 1998, 4).

Thanks to its legislature and policy, the stateegiits population space for freedom as well as
opportunities to associate. It adjusts legal adetavironment which the civil society needs
for its existence (Rekitk, 2007). The largest space of influence is destiggh by a relation to
the state and its policy, or to the state and ladahinistration representatives. As influencing
public policy we understand any pressure spentrdar@ng certain changes or preventing
certain changes in public policy (Eri2000: 21). Besides mutual cooperation, actioms ar
often controlled by public organisations whose meralxan express their attitude towards
public issues and democratic behaviour is thuy fulénifested. Patek (2005) focuses on
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the relation between the state and third sectortlagid mutual influence. In our country, the
public sector has an irreplaceable role which ghdnd supported by the state’s policy and
motivate others to become involved. While Skov4Xa10) contemplates on civil society as
part of a democratic state, reasons for its evau#ind its relation to the state as a political
system, F& and Goulli (2001) observe a non-profit sector franthin, as activities and
correct functioning of its organisations stem framternal qualities and nets forming the
sector. In his analysis, Rikman (2014) pursuesdéeelopment of a public sector in six
selected countries of Central and Eastern Europeluding the Czech Republic. He
concentrates on the level of public sector orgaioisaand changes in social actors’ roles and
cooperation. He reflects on the reinforcement atrgaship and different models of public
sector development. The fact that the state — npality — recognizes and cooperates with
the public sector leads to people’s sense of bélgny a place where an organisation exerts
its influence and where they are satisfied. Arikard Ben-Nun Bloom (2014) see a link
between political and social psychology as theycudis public opinion on welfare and
contentedness. Social values call for governmesgamsibility. They mention an interesting
fact that right-wing oriented citizens are capatilenuch stronger support than those with
left-wing orientation. Their findings present evide about the significance of social context
and shared values affecting an attitude to welfare.

Stachova (2008) characterizes the™ 2€entury as social changes in forms of private
volunteering which gave way to public sector orgations (Stachova, 2008, 10). Rather than
on the development of non-profit organisations,newova’s publication (2007) focuses on
their administration and human resources developmegarding these two components as
the basis of a successfuls2d¢entury organisation. Nowadays competition exéstsn in the
public sector and it is its members who presentr@mpnent advantage in the competition
(Turnerova, 2007, 7). The role of the public setdaightly linked to a political situation and
regime. The public sector plays an indisputable mlpreserving social stability and creating
the environment of confidence. A civil society isaV for democracy and its political system
as a place for the enforcement of both civil anditipal rights and as a place for entities
where citizens can advance their interests. Lastnbt least, it conducts surveillance on
public power performance.

The aim of the study is to propose efficient oppoities for citizens’ public action influence
in a selected Central Bohemia region. The firstiglaaim is elicit opinions of the public on
the issues and condition of the civil society, tlde of the sector and opportunities in
connection with public policy. The second partishas to elicit opinions and experience of
actors from selected public sector bodies in tivelirement of their organisations in public
policy and corresponding conseqguences.

2 Materials and Methods

The main objective of the paper was to find outghsition, significance and role of a public
sector in public policy of selected regions. Thetfpartial aim was to elicit public opinions in
two selected regions on the issue and state ofigogbkiety, the role of the sector and
possibilities in its relation to public policy. Thiwas achieved by comparing the age of
respondents, size of the municipality they livedomtheir achieved education. The second
partial aim was analysing actors’ experience irced organisations of public sector in the
region and their share in public policy and relat@tumstances. Correspondingly, their
mutual relation to the public was analysed, regaydmnanifestations of interest in their
activity, be it personal or financial, as well &fation to other non-profit organisations of a
similar or same orientation in the level of mutealoperation. The first partial aim was
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reached by a quantitative approach using questi@mamong the public. Based on simple
statistical methods, hypotheses on the independaicevariables, or their force of
independence, were either confirmed or refutede 3é&cond partial aim was reached by a
gualitative approach using semi-standardised iess with public action actors in the
Central Bohemia region (3 non-profit organisatioms BeneSov region, 3 non-profit
organisations in ifbram region, Regional Office of the Central Boha&megion, Fbram
Municipal Office and BeneSov Municipal Office). the end the elicited data were analysed
and discussed.

A general problem to be tackled in the paper waspthblic sector, particularly its non-profit
organisations, and their relation to populatiohliguopinion on their credibility, possibilities

of influencing public policy, and their active paipation in this area. Upon realizing the
problem, it was necessary to define work hypothegash could be characterised as certain
statements that anticipate an existing link betwi@enor more variables. The hypotheses also
determine which information in a quantitative resbashould be focused on and which
should be ruled out entirely. They also assist he stelection of a correct manner of
information collection. They are helpful in elici whether the research can be carried out or
not (Disman, 2002, 79, 85-87).

For the quantitative research these hypotheses w@ted: The higher the age of the
respondent, the higher the probability that hefsfie financially participate in non-profit
organisations. The larger the municipality is whéne respondent lives, the lower the
probability that he/she will become a member oba-profit organisation. The more are the
respondents involved in non-profit organisatiohg, ore they believe in their transparency.
The older the respondents are, the more they awmdidal forms of influencing public policy.
The higher the respondent’s education, the highéneir belief that non-profit organisations
can influence local administration in issues conitgy public policy. Generally, the selection
in the survey was performed pursuant to a multeleandom choice, where 2 districts in the
region of Central Bohemia region were selectedaatiom. Further, 2 municipalities were
randomly selected where 100 respondents in eadhictisvere addressed. To reach a
necessary sample of 200 respondents, 228 had tadbeessed (i.e. 28 refused to be
interviewed, mostly due to lack of time).

The respondents were selected by a random choi@e aétrict in the region of Central
Bohemia. Consequently, two municipalities (Beneaad Ribram) were chosen at random
where a hundred respondents were addressed. hheeassary to classify the collected data,
perform their analysis and summarise the findingse qualitative research was performed
using a semi-standardised interview in six non4ipafanisations. The interview covered the
following areas: relation to the public, relatiomsthe organisation itself and relations to
administrative bodies and other institutions.

3 Results and Discussion

3.1 Quantitative research - P Fibram

Due to a limited length of the paper it was notgtlole to place all calculations, tables and
graphical illustrations in the text. The paper eams one example of individual hypotheses
evaluation only and research findings are desciibedverbal commentary.

Hypothesis: The higher the age of the respondkathigher the probability that he/she will
financially participate in non-profit organisationf®e respondents’ age was recorded together
with respondent’s activities in non-profit orgartieas, either personal or financial, (where
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he/she is not a member). The table below presesttmlafrequencies derived from the
guantitative research (Table 1).

Table 1 Actual frequencies

Age category 18-40| 41-60| 61 - older| Total
Involved 9 32 21 62
Not involved| 10 24 4 38
Total 19 56 25 100

Source: Authors' research

The table reveals that from 100 respondents iitor@n region 62 were financially or
personally involved (as non-members) in non-profganisations, while remaining 38 were
not.

62 respondents out of 100 were financially involvadpublic sector activities last year,
14.5% in the age category between 41-60 and 3h3¥%eiage category 61 and older.

The table expressing the actual frequencies was tifamsferred to the table of theoretical
frequencies (Table 2).
Noj= Ni.nj/n

1)

Table 2 Theoretical frequencies

Bl B2 B3
Al | 11.75] 34.72| 15.5
A2 | 7.22 | 21.28 9.5

The table shows that 20% theoretical frequencie® wet smaller than value 5. Therefore it
was possible to proceed to the calculation of gtyaitable 3).
X =22 (nj=ngj)* / no,

)

Table 3 Calculation of quantity?

0.644| 0.213] 1.952
1.070| 0.348 3.184

¥=7.411  y?o00s5@2)=5.991

A calculated value of the test criterion (7.411higher than the critical value (5.991). On the
level of significance 0.05 the hypothesis of indegence can be refuted. The respondents’
age corresponded with their support in civil societ
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It is further possible to determine the force oflependence using Pearson’s contingency
coefficient.
2
c= Xt |
n+y ©)

C=0.263

As for normalisations, tables will show value wax ny, where n is a number of feature
permutations with fewer permutations 0.7071.

Cn=C/ Cmax &)= 0.372 — dependency can be assessed as weak.

The questionnaire survey investigated the size wifiaipalities where respondents lived and
whether or not they were non-profit organisationsmers. Of 100 respondents 48 were
members while remaining 52 were not. Of the totahher of respondents 37 lived in the
second category of municipalities based on size. fEspondents’ participation in non-profit
organisations corresponded with the place of tthemicile.

The more are the respondents involved in non-poofanisations, the more they believe in
their transparency. This was connected with theamimership in non-profit organisations.
Whether citizens became actively involved in radicams of influencing public policy
(strikes, petitions, referenda etc.), was influehlog age.

The higher the respondent’s education, the highéneir belief that non-profit organisations
can influence local administration in issues conicey public policy. The confidence in non-
profit organisations corresponded with the heidhtheir education.

3.2 Quantitative research — BeneSov

The higher the age of the respondent, the highemptbbability that he/she will financially
participate in non-profit organisations. The ageth@d respondents did not correspond with
their support of civil society. The participatior the respondents as profit-organisation
members did not correspond with their domicile eith

The more are the respondents involved in non-poofanisations, the more they believe in
their transparency. In order to verify or refutee thypothesis it was necessary to elicit
opinions (their strength) on confidence in and gparency of the non-profit organisations.
The fact that the respondents had confidence irirttmesparency of non-profit organisations
corresponded with their membership in a non-pafjanisation.

The quantitative research provided the informatidrether citizens actively participated in

radical forms of public policy influence (strikgsetitions, referenda etc.). Of 59% inhabitants
who took part in radical forms of influence, it wagizens in the age group 41-60. The
involvement in radical forms of influence was atétby age.

The higher the respondent’s education, the highéneir belief that non-profit organisations
can influence local administration in issues conicgy public policy. The respondents were
rather of a negative opinion, i.e. 30 in total,tbey had no opinion what so ever, i.e. 15
citizens in total. The confidence in non-profit angsation corresponded with education.

It can be recommended to the public sectortibrBm to become more active in public policy
issues, convince the citizens about its signifieaand, thanks to its activities, persuade the
non-members about its transparency. Only then thgport, especially in a financial form,

will increase. Last but not least, it is necesdarpay attention to a greater involvement of
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non-profit organisations in big cities. The sitoatiin BeneSov region is contrary. 2

independence hypotheses out of 5 were refuted dhky.respondents’ opinions thus in more
than one half of all examples neither correspondét respondents’ age, the size of the
municipality where respondents lived, nor with theducation. What can be positively

assessed is the citizens’ involvement in publi¢aeactivities, be it members or donors only.
Also their confidence in non-profit organisatiossprevailingly positive. However, it must be

taken into account that to obtain more precise dataider sample of citizens would be

needed. There opens a possibility to continue éendiiantitative research and perform more
detailed qualitative research.

3.3 Qualitative research

All six addressed public sector organisations camclin opinions on their public policy role.
They prefer non-violent forms of policy influencesuch as communicating with
administration and other institutions represenésj\good mutual relations and informing on
organisation activities. Thanks to the nature ogirthactivities, the most interested in
influencing public policy (excluding applicationsrfsubsidies) are associations and other
forms of non-profit organisations for nature comaéion which, however, are not always
successful due to the lack of professionals or evbillar workers’ indifference. Findings
show that entities with numerous members and lasgpriy, which are appreciated by both
companies and city representatives, stand theagteeltance to be involved in public policy.
They are well aware of the fact that such orgaimeatare greatly supported by the society
and any indifference towards them would lead todb#low of their voters. Probably most
organisations, and also other than those submittettie research, thrive to persuade local
administrations to provide them with the highedissdies possible as the decision lies solely
in the hands of the administrations representgtiahough certain rules are already
beginning to shape up. Most associations are ptedefrom gaining higher financial
subsidies by rampant bureaucracy and sometimesnasessary financial involvement in
selected projects, which particularly small orgatiens cannot afford, especially when
applying for financial means from the European Wnid@heir relation to citizens is very
positive — there are frequent cases of cooperagimong non-profit organisations, high
financial support of citizens and trade organisaiovithout whose gifts the public sector
would not make do especially if it does not gereernatofit from its own activity. This,
however, was not the case in the research.

Cities and regions are accepted as important coemisrof the society. Yet they are not
regarded as equal players and final decisionseinglheft to be made by authorities.

3.4 Discussion

The development and level of non-profit organisaiavill definitely be affected by the
following significant facts: the impact of the né&@wil Code, new subsidy policy and/or the
issue of enforcing non-profit sector interests.

Recent changes in this sphere were contributeg thdonew Civil Code (Act 89/2012 Coll.),

in effect as of 1 January, 2014. The most raditeinges await civil associations. Their
current legal definition was very poor. It totalgcked the definition of their membership
rights, administration rights or provisions provigia greater level of transparency. What
changes will the associations face? First of ai mecessary to change or rather restore their
original name “guild” (there are some exceptionerehthis does not apply). A new concept
has also been established — branch associationsh &ke organisational units with derived
legal entity. The recording of these entities inblpu registers will be conducted by
registration courts. Within given statutory timeilds will also have to adapt their provisions
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to new legislature and provide the register wittadhat will not be automatically transferred
from the list of public associations.

In June 2013, the government approved the chang&mfernment principles of providing
subsidies from the state budget of the Czech Republ non-government non-profit
organisations by government authorities”. Thesebanding for central authorities that have
been providing subsidies from the state budgehéothird sector already since 2001. Newly
approved changes respond to the need for the symshtion of the principles with the so-
called anti-corruption amendment to budget rules. that it is also necessary to publish
information on providing subsidies and their pr@r&l The principles also react to the
changes concerning non-profit organisations coathin the Civil Code, in effect beginning
1 January, 2014. The aim is to ensure smooth sylmsahagement after the changes have
been made. In September of the same year the goeatrapproved “The main areas of state
subsidy policy towards non-profit sector for 2014¥roposed by the President of the
Government Council for NGOs. On their basis thecedar state subsidy policy in non-profit
sector is determined and realised by means of dylpsogrammes which will be introduced
by individual ministries for 2014 and 2015. Actafsthe third sector are thus informed about
the type of subsidy they can apply for, which Wil useful in their planning future activities.
The findings from the qualitative research show tha selected organisations were mostly
involved in applying for subsidies although theymgsained about the high level of
bureaucracy, necessary financial cooperation ojegiand time-limited possibility to make
use of the money.

As in previous years, also in 2014 the public sest@ctively cooperating with state offices,
lobbying and organising civil initiatives. Orgarisas of non-government non-profit sector
have their representatives in advisory bodies amdnaittees of central and local authorities
(government, ministries, and regions). The scoptheif involvement varies. It depends on
the type of founder and active participation orgpaes fulfilling formal rules only. Even this
year the organisations became part of various speading to the enforcement of their
interests in policy creating.

4 Conclusion

For more accurate evaluation of the public sedtmal governments and public opinion, a
more extensive survey can be recommended, whichever, is beyond the scope of this
work. Based on the findings, only a very generall@ation of the situation in the third sector
can be derived from its representatives, citizears] local government representatives.
Accordingly, recommendations to the selected nariiporganisations can be made.

Using our findings, we can derive a general assessof the situation in the third sector
from perspectives of its representatives, citizand administration representatives and we
can provide the selected non-profit organisatiomtfi wecommendations. The public sector
presents an important part in lives of people gemocracy. It carries specific features, such
as spontaneity, voluntarism, variability, publi¢cerest and civil environment, which make it
different from other parts of national economy,lsas state, market and households. Within
these sectors there is a mutual communication amdlopmental changes occur. In an ideal
situation they all complement one another. Thetitelabetween the state and third sector
usually has the nature of mutual support basedoomwnication and good relations. The
situation between these entities is largely affeédby history and political leadership(s)
applied in the country. Public policy is performleg actors whose effort is an interest in a
process and a consequent result. One of the refmoine establishment of the present public
sector was its involvement in public life, in a serof its participation in applied policy. The
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aim of this involvement should lead to influencimdecision-making processes of
administration representatives in a peaceful fofm.obtain such power necessary for this
activity, the public sector should not be regards@ sole supplement in places where there is
no state activity. Entities should mutually deftheir goals and possibilities so that non-profit
organisations could take their opportunity to iefice public policy. Pursuant to the elicited
data, none of them created pressure situations.rd@&son can be found in their financial
dependence and personal support of municipalityragibn representatives as well as in the
dependence on subsidies from European Union furften dirst discussed by local
governments and their would-be reluctance to caipdan mutual activities. Organisations
tend to focus on their primary activities and sumbuto public policy rather than actively
influence it. What can be assessed positively g the non-profit organisations view citizens
who come forth with both financial and moral sugpahich, however, is not sufficient
enough to sustain their activity. The interestnnoaganisation is to an extent affected by the
kind of activity the entity performs. The more thaivity relates to citizens, the higher is their
support. The quantitative research in both regimsealed that the respondents’ attitude
towards the public sector was rather positive, Wwhicas obvious from a number of its
members or donors representing all age categamngeglamunicipality sizes.
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