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Prologue

The International Conference on Public Economics and Administration is organized by members
of the Department of Public Economics, Faculty of Economics, VSB — Technical University of
Ostrava, in two-year cycles since 1995. This year's conference was a one-day conference on
September 8, 2021, because the COVID 19 pandemic did not allow for multi-day planning.

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

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

The papers registered at the conference were subjected to peer review and the proceedings of the
conference include 41 peer-reviewed contributions. Peer review of the contributions focused on
the scientific benefits, application of appropriate research methods, evaluation of the
conclusions, etc. The reviews were carried out by the members of the Scientific Committee of
the conference and other experts.

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

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

doc. Ing. Iveta Vrabkova, Ph.D.
Head of the Department of Public Economics
Faculty of Economics
VSB — Technical University of Ostrava
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Performance Evaluation of Health Care in the European Union
Member Countries

Eva Ardielli, Dominika Bémova

Abstract: Health policy of European Union aims to protect and improve citizens' health, support
the modernization of health infrastructure and improve the efficiency of European healthcare
systems. However, each European Union member country is responsible for its own health policy
and has its legislative and financial instruments at its disposal. The paper is focused on the
performance evaluation of health care systems of the European Union member countries. The
importance of international performance evaluation lies in particular in the possibility of
developing more responsible health policies, improving the quality of health care and increasing
general government capacity. The result of the research is a comparison of health care
performance in the EU member countries in the period 2012 - 2018. The outputs are processed
using the Technique for Order of Preference by Similarity to Ideal Solution method. Large
differences in the performance of health systems in EU countries were found. The highest health
care performance was confirmed in the case of Germany, Austria, Finland, Belgium and France,
while the lowest performance was found in the case of Poland, Slovakia, Bulgaria, Latvia and
Romania.

Keywords: EU countries, evaluation, health care systems, health indicators, performance,
TOPSIS

JEL Classification: C10, 114, 115, 118

1 Introduction

International comparison of health system performance is a significant topic at all levels of
government. Based on international comparisons, practical decisions are made that affect the
health and lives of patients as well as the operation of medical facilities (Fuchs, 2018). In general,
international comparisons are very appropriate and desirable, however, it is necessary to pay
attention to its implementation and especially to the interpretation of the acquired knowledge
(Bartdk, 2012).

The topic is significantly addressed by the WHO, which in recent years has published a series of
publications European Observatory on Health Systems and Policies (WHO, 2000 or WHO,
2014). In the Czech environment, a number of authors also deal with this topic, such as (Bartak
2012, Bjorkman and Nemec 2013 or Dlouhy, 2016). At EU level, comparisons of progress in
this area in EU countries have been also carried out every two years since 2010, see Health at a
Glance: Europe (OECD/EU, 2020). This publication provides analysis of the state of health of
EU citizens and the performance of EU health systems. The long-time monitoring activity is
carried out in cooperation with the OECD. The increasing availability of health data allows for
international performance comparisons, which is currently becoming the most important lever in
driving health care reforms (Bartak, 2016).

Currently, the health care systems in the European Union are managed in a different way because
there are distinguished three health care models in EU countries (Beveridge, Bismarck and
Mixed system), see Gaeta et al. (2017). The organization and provision of healthcare is the
responsibility of the EU member states (Svejkovsky, Vojtek and Arnostova, 2016). The EU's
role is to complement national policies - to help achieve common goals, economies of scale,
share resources and help countries address common challenges such as pandemics, chronic
diseases and the impact of rising life expectancy on healthcare systems. It generates global public

11



health legislation and standards, but also provides funding for health-related projects (European
Commission, 2019).

The European Union is working to modernize health systems across Europe. For this reason, it
is very important to monitor health indicators in individual countries and evaluate the quality of
health care provided. Based on these evaluations, appropriate recommendations for the
modernization of health care systems in EU countries are adopted. Assessing the development
of health indicators in EU countries is therefore an important topic (Bjorkman and Nemec, 2013).
Among the very important indicators are health expenditure. Gaeta et al. (2017) points out that
the total health expenditure is a crucial part for a good performing health system. Public
expenditure on health care has been increasing over the last decades in all EU member countries,
and is expected to rise even further as a consequence of an ageing population (OECD, 2018). In
2015, it accounted for 8.7% of GDP in the EU and could reach up to 12.6% of GDP in 2060
(European Commission, 2019).

Evaluation of performance is also addressed on areas such as population health, results in health,
equity (fairness in health), finance and sensitivity to the needs of patients, see Hurst and Jee-
Hughes (2021) or Bartak (2012). For example, indicators such as life expectancy, overall and
specific mortality, morbidity, preventable mortality or population risk factors are used. The
performance and functioning of individual areas of health care, such as preventive care, primary,
secondary care, long-term care or mental health, are measured (WHO, 2000). Inequality in access
to health services, inequality in the financing of health services and also inequality in the
sensitivity of the health care system to individual population groups are also examined. Patient
satisfaction, patient choice, respect for patient dignity and speed of care provision are evaluated,
i.e. for how long the patient's health situation is resolved (Celadova and Holgik, 2017).

The aim of the paper is to evaluate the performance of health care in the EU member countries
based on selected health indicators for the period 2012 - 2018. Two research questions are solved:

= RQ1: Is there a linkage between a country's healthcare performance and the healthcare
model applied?

= RQ2: In the long run, which countries have shown the greatest health care readiness for
the COVID 19 pandemic?

The assumption is that there may be a linkage between the applied model of health care and the
performance of health care in the country.

Given that the data examined cover the period 2012-2018, the intention is to verify which
countries had the highest pandemic preparedness in terms of access to health care and population
health.

1.1 Health Care Models in the European Union

There is great diversity in the provision and financing of health care in the EU countries which
is reflected in the application of different health care models. For the typology of health care
models, the criteria for the breakdown of the predominant source of funding from which health
care is paid are used.

According to the criterion of the predominant source of funding, health care models are divided
into four types:

Market model

Bismarckian model (financed by health insurance)
Beveridge model (financed from taxes)

Mixed model.

12



These models mostly answer the questions:

= Who guarantees citizens health care and how does the population react to it?
= From what resources is health care financed?
= What is the role of health care providers?

Market model is applied especially in the USA where health care is not guaranteed by the state.
Thus, the state does not interfere in any way with the decision of individuals, as it depends on
the free choice of each individual. The state does not enter into a relationship between provider
and patient, but through programs in the public interest solves the problem of access to health
care for social groups. Healthcare is considered a commaodity at a certain price. Physicians are in
the role of private entities, both for-profit and non-profit. The patient can choose a doctor and a
medical facility according to their requirements and possibilities. Like doctors, hospitals provide
healthcare privately, but sometimes in combination with public providers. Under the market
model, health care is reimbursed from private sources either by direct payment or by private
health insurance companies of a commercial nature. Health insurance is voluntary here and can
be insured by the insured himself or by the employer. Funding is based on performance
payments. The problem with this model is mainly inequality in access to health care, high health
care costs and a lack of complexity of care (Durdisova, 2005).

The Bismarckian model (also referred as Social Health Insurance System) is based on general
health insurance. Relations between providers and payers are a compromise combination of
market share and public oversight. Sources of financing selected in the form of insurance
premiums are mandatory payments arising from the law. In this model, health care is guaranteed
by the state in such a way that the law stipulates the obligation to pay premiums to the health
insurance fund, which is administered by the health insurance company (Kos, 2019). The
principle of solidarity applies here, which means that everyone pays according to their income
and then receives health care according to their needs, while the scope and quality of care
provided is determined by the doctor. The predominant method of payment here is payment for
performance, which is usually combined with capitalization payment. This model is used, among
others, by the Czech Republic, but also by other EU countries such as Germany, Poland and
others.

The traditional representative the Beveridge model (also referred to as National Health System)
is the National Health Service, which is a funding model used in the United Kingdom. A
characteristic feature of the model is the provision of free health care guaranteed by the state.
Health care here is financed from the state budget, especially from public budgets. Within the
model, the source of health care financing is not insurance, but taxes (Delnoij, 2013). The level
of financial participation is very low here. Medical facilities are owned by the state and medical
workers are state employees, or private entities of a profit or non-profit nature. The basic element
of the health care system are general practitioners who control the patient's entry into specialized
care and are the coordinators of the provided health services. This model is mainly used in United
Kingdom, but also in Spain and other countries.

While the market model of health care does not apply in EU countries, we often encounter a
Mixed model (also referred as the Private Health Insurance System), which is based on the
principles of the Beveridge and Bismarck models. In the Mixed model, private funding from
voluntary insurance schemes or upfront payments is significant (Gaeta et al., 2017). In the EU
the mixed model is adopted for example in Austria. The division of EU countries by adopted
model of health care including the United Kingdom is summarized in Table 1.
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Table 1 - Division of EU countries by adopted model of health care

Model of health care EU member countries
Belgium, Czech Republic, Estonia, France, Lithuania,
Bismarck health care system Luxembourg, Hungary, Germany, Netherlands, Poland,

Romania, Slovakia, Slovenia

Denmark, Finland, Ireland, Italy, Cyprus, Latvia, Malta,
Portugal, Spain, Sweden, United Kingdom

Mixed model Austria, Bulgaria, Greece, Croatia

Beveridge's health care system

Source: Durdisova (2005), Gaeta et al. (2017), own processing

2 Material and Methods

The aim of the paper is to evaluate the performance of health care in the EU member countries
based on selected health indicators for the period 2012 - 2018. The evaluation is performed by
usage of the multi-criteria decision-making methods. The selected method for calculation is
TOPSIS method. Two research questions were also solved in the research:

= RQ1: Is there a linkage between a country's healthcare performance and the healthcare
model applied?

= RQ2: In the long run, which countries have shown the greatest health care readiness
for the COVID 19 pandemic?

In the presented research the performance of health care is evaluated based on 8 health indicators.
The data were obtained from the database Eurostat (Eurostat, 2021). The research monitors the
period 2012 - 2018.

2.1 TOPSIS

The TOPSIS method is one of the methods of multicriteria evaluation of variants. The aim of the
methods of multi-criteria evaluation of variants is, in addition to finding the best variant, also to
determine the order of individual variants according to the specified criteria. The basis of the
TOPSIS method is the search for the degree of conformity of the assessed variants with the so-
called ideal variant (Technique for Order of Preference by Similarity to Ideal Solution) and the
distance from basal variant, viz KubiSova (2014).

The ideal variant is represented by the vector H; to Hy, the basal variant by the vector D; to Dx.
The compromise variant according to the TOPSIS method is then the one that is closest to the
ideal variant and, conversely, the furthest from the basal variant.

The process of TOPSIS procedure is as follow:

data are organized into the criteria data matrix

the normalized data matrix is created

weight normalized data matrix is created

determination of the ideal and basal variant relative to the matrix values

distance calculation of variants from the ideal variant, respectively basal variant is made

The result of the TOPSIS method is the calculation of the relative indicator of the distances of
individual variants from the basal variant according to the relation (1):

di

()]
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wherei=12, ... m;

The indicator c; takes values from 0 to 1, where 0 indicates the basal variant and 1 the ideal
variant. Finally, a descending order of all variants is performed according to the indicator of the
relative distance from the basal variant, while the variants with the highest values are then
referred to as the solution of a multicriteria problem (Subrt, 2011).

2.2 Weights of Criteria

The performance of health care in the EU member countries is analysed on the basis of the
following selected indicators, see Table 2. Indicators I, — ls comprise the area of:

= availability and capacity of healthcare and
= health care system performance

Table 2 — Weights of individual indicators

Indicator I, — Ig Weight of indicator

Availability and capacity of healthcare 50 %
- Available beds in hospitals (1) 0,125
- Medical doctors (1,) 0,125
- Share of nurses on total employment (l3) 0,125
- Health care expenditure by all healthcare providers (l4) 0,125

Health care system performance 50 %
- Healthy life years (ls) 0,125
- Infant mortality (ls) 0,125
- Health expectancy at birth (I7) 0,125
- Health expectancy at 65 (Ig) 0,125

Source: Eurostat (2021), own processing

Indicators I, - 1, indicate the importance of health care in a given country, the capacity readiness
of the system and the availability of health care. Indicators Is - I3 are performance indicators of
population health. They describe how health systems and health services contribute to the health
of the population.

In calculations using TOPSIS, there are considered also the weights of individual criteria. All
criteria are maximizing nature with the exception of indicator lg, which is of a minimizing nature.
The weights were determined by equal weight method.

3 Results and Discussion

In this part of the article, there are presented the results of research. First, the EU countries are
evaluated in terms of health care performance using the TOPSIS method. Furthermore, the
grouping of countries according to the achieved health care performance is performed using
cluster analysis and research questions are verified.

3.1 Performance Evaluation of Health Care in EU Member Countries

On Figure 1 there are shown the results of the TOPSIS method for period 2012 - 2018. EU
member countries are ranked according to health care performance from best to worst. It is
evident that Germany, Austria, Finland, Belgium and France ranked best within the EU member
countries. According to the monitored health indicators, Poland, Slovakia, Bulgaria, Latvia and
Romania were in the worst positions.
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Figure 1 — Evaluation of health care performance in EU member countries (period 2012 —
2018)
Source: Eurostat (2021), own calculations
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3.2 Clustering of EU Countries According to the Health Care Performance

In Table 3, there are evaluated the EU member states according to the performance of health care
based on the Cluster analysis, Wards method. The countries are divided into 3 groups on Above-
average countries, Average countries and Below-average countries.

Table 3 —Distribution of EU countries according to cluster analysis

Above-average countries | Average countries Below-average countries

Cyprus, Denmark, Estonia,
Greece, ltaly, Ireland,
Lithuania, Luxembourg,
Netherlands, Portugal,
Slovenia, Spain, United
Kingdom

Source: Eurostat (2021), own processing

Austria, Belgium, Czech
Republic, Finland, France,
Germany, Sweden

Bulgaria, Croatia, Hungary,
Latvia, Malta, Poland,
Romania, Slovakia

The most successful group of countries with high pandemic preparedness includes Austria,
Belgium, Czech Republic, Finland, France, Germany and Sweden. These are countries with a
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high number of beds per capita, a high number of doctors and nurses per capita, high health
expenditures and good population health. Although the health preparedness of these countries is
good, in some countries the capacities of hospitals have been filled and some have been on the
edge of their potential (for example France, Czech Republic).

On the contrary, the countries in the third group, namely Bulgaria, Croatia, Hungary, Latvia,
Malta, Poland, Romania and Slovakia, showed the least preparedness. Nevertheless, during the
pandemic, their healthcare systems did not collapse. In some cases, strong restrictive measures
have been taken to restrict movement and economic activity, which have prevented the massive
spread of the disease (for example Slovakia, Hungary, Poland).

Research question RQ2 was solved. According to the performance evaluation of EU countries
by usage of TOPSIS method and clustering of countries was confirmed the long-term readiness
for COVID 19 pandemic above all in case of the countries placed in the first cluster: Austria,
Belgium, Czech Republic, Finland, France, Germany and Sweden.

3.3 Evaluation of Health Care Systems in EU Member Countries

Figure 2 shows the values of the c; indicator of the EU countries according to the affiliation to
the health care model. The red line represents an average value of 0.50863. It can be stated that
in all types of health care systems both above-average and below-average countries in terms of
health care are represented. It can only be stated that in the first and in the third cluster there are
more countries applying the Bismarck model (4 from 7 items and 4 from 8 items), while in the
second cluster there are more countries of the Beveridge model (7 from 13 items).
Representatives of the Mixed model (Austria, Bulgaria, Greece, Croatia) are also found in all
clusters.

Figure 2 — Evaluation of health care performance according to the applied health care
system
Source: Eurostat (2021), own calculations
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The research question RQ1 was verified. It has not been confirmed that there is any demonstrable
dependence between the performance of health care in the country and the applied health care
model.
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This result is also confirmed by other authors, see Gaeta et al. (2017), OECD (2002) or OECD
(2019). Other factors, such as the geographical area, have a greater influence on the achieved
values in the health indicators than the applied model of health care (Papanicolas and Smith,
2013).

4 Conclusion

International comparisons of the performance of health systems are increasingly established in
academic and public policy discourse. The topic is relevant at all levels of government.
International institutions often reflect the work of national governments within the health system,
make recommendations, deal with general health requirements, while national governments
usually have full competence in health care, legislative, financial and other tools for its
administration and management.

The presented paper deals with the evaluation of health care performance in EU member
countries with regard to the applied health care model. Significant differences were found
between health care performance in individual countries, which can imply how the country is
prepared for a possible pandemic. This knowledge has a direct application in the country's
national policy. In the event of a pandemic, countries with below-average performance and low
health capacity must pursue more restrictive policies to prevent health care collapse than in
countries with above-average performance. The linkage between the applied health care model
and the level of performance has not been confirmed.
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Technical Efficiency Evaluation of Acute Care Public Hospitals in the
Czech Republic and Baden-Wiirttemberg

Eva Ardielli, Ivana Vaiikova, Sabrina Lee

Abstract: International evaluation of the efficiency of health care is a very appropriate and
desirable topic. Based on international comparisons, practical decisions are made that affect the
health and lives of patients as well as the functioning of medical facilities. Presented paper is
focused on the international comparison of the efficiency of selected public acute care hospitals
in the Czech Republic and Germany. The aim is to evaluate the technical efficiency of selected
public acute care hospitals of regional level in the Czech Republic and the chosen federal state
of Germany - Baden-Wiirttemberg in the year 2018. The assessment of the efficiency of hospitals
is performed by usage of Data Envelopment Analysis (DEA) models. Based on the results it was
confirmed, that the hospitals with 250-500 beds achieve a higher value of the degree of technical
efficiency than hospitals with 501-1000 beds and that the acute care hospitals in Baden-
Wiirttemberg achieve higher levels of technical efficiency than hospitals in the Czech Republic.

Keywords: Baden-Wiirttemberg, Czech Republic, DEA, efficiency, healthcare, hospitals,
Germany

JEL Classification: C10, D24, 110

1 Introduction

International comparisons necessarily differ from national comparisons, in particular because
international comparisons must inevitably consider a certain global consensus on the objectives
and different parts of the health system and must focus on a number of actors (Bartak et al, 2016;
Varabyova et al., 2017). International institutions often reflect the work of national governments
within the health system, make recommendations, deal with general health requirements, while
national governments usually have full competence in health care, legislative, financial and other
tools for its administration and management (Svejkovsky at al., 2016; European Commission,
2019).

Evaluating of the efficiency of health systems is more desirable than widely implemented
(Bartak, 2010). The WHO Health Report of 2000 (WHO, 2000) showed how complex this
assessment is from both a methodological and a practical point of view. The problem is both the
large number of existing definitions of efficiency and no international agreement on them, as
well as a number of methods and their very different reliability. Another problem is their
procession, which can lead to significant distortion (Bartak, 2012). When taking over the results
of an international comparison, it is always necessary to carefully consider not only the compared
quantities, but also the broader context of the health care system (Dlouhy, 2016; Gaeta et al.,
2017).

Health is a key category that affects all other levels of human life, such as family, work,
education, etc. There is a relationship between the level of health and economic prosperity both
at the level of the individual and from the point of view of society as a whole (Transparency
International, 2020). In addition to various socio-economic and individual factors, the level of
health is also directly and significantly affected by the availability, quality and efficiency of
health services in the country (Suhrcke, 2006).
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The public economy and public policy of each developed country addresses the issue of possible
efficiency gains in health care. The aim of health policy is primarily to increase efficiency on the
part of health care providers, such as hospitals (Dlouhy, Jablonsky and Novosadova, 2007).

The subject of the presented paper is an international comparison of the efficiency of hospitals
in a selected federal state of Germany and in the Czech Republic. Both countries are quite similar
in terms of the functioning of the health system. Bismarck's model of healthcare is applied in the
Czech Republic and Germany as well (Hamplova, 2019). The structure and organization of
health care in the Czech Republic and Germany is very similar, see Ardielli, Lee and Vaikova
(2021). The efficiency of public district hospitals is an important topic of many authors (Ahmed
et al., 2019; Blatnik et al., 2017; Vrabkova and Vankova, 2015).

The aim of the paper is to evaluate the technical efficiency of selected public acute care hospitals
of regional level in the Czech Republic and the chosen federal state of Germany - Baden-
Wiirttemberg in the year 2018.

As there are a total of tens of thousands of medical facilities in the Czech Republic, for the
purposes of our analysis we limited ourselves only to medical facilities of institutional care,
namely acute care hospitals in public ownership.

To maintain the condition of homogeneity of production units, the selection of hospitals was
targeted at medium-sized and large acute care hospitals in terms of the size of the inpatient fund,
which provide a comprehensive range of health care for their patients. This condition to some
extent limits the selection of the examined sample of production units, but on the other hand it is
necessary for the rational interpretation of the achieved results and recommendations.

Two research questions (RQ1 and RQ2) were formulated to support the aim of the paper:

= RQ1: "Do hospitals with 250-500 beds achieve a lower value of the average level of
technical efficiency than hospitals with 501-1000 beds?"

= RQ2: "Do acute care hospitals in Baden-Wiirttemberg achieve better average level of
technical efficiency than hospitals in the Czech Republic?"

The scope and size division of hospitals is not uniform in the Czech Republic and Germany. For
the purposes of the analysis, predominantly medium-sized and large hospitals with a number of
beds from 250 to 1000 were selected. The research did not monitor hospitals with fewer than 250
beds and more than 1000 beds, as their number would not be significant for regional level. In the
Czech Republic and Germany, in these categories are predominantly aftercare hospitals,
preventive or rehabilitation institutions and university hospitals, which were not included in the
research. The research focused only on regional-level acute care hospitals.

The research question RQ1 assumes that within this category of hospitals it is possible to
distinguish the level of technical efficiency in hospitals of medium size (examined sample of
hospitals with 250-500 beds) and hospitals of large size (examined sample of hospitals with 501-
1000 beds).

The research question RQ2 assumes that the analysis according to the DEA model works with
only one output parameter, namely the number of hospitalization cases. This parameter is closely
related to the valuation (reimbursement) of acute inpatient care through the DRG classification
system. The implementation of the DRG classification system is different in each state in terms
of time period and the setting of basic economic standards in the provision of health services,
which can also affect the production of hospital activities.
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2 Property Structure of Acute Care Hospitals in the Czech Republic and Baden-
Wiirttemberg

Comparison of the number of individual types of hospitals and the number of available beds in
the Czech Republic and Germany is given in Table 1, see (UZIS, 2019; State statistical office,
2018; Joint federal committee, 2021). Acute care hospitals in the Czech Republic make up 79%
of all facilities in the Czech Republic, and aftercare hospitals account about 21%. Of the total
capacity of the fund, acute inpatient care makes about 95%, aftercare makes about 5%. The vast
majority of bed capacity (73%) is located in general hospitals, which have a non-state owner as
region, municipality or private entity.

Table 1 — Hospital facilities in the Czech Republic

Nqn_ﬂ_aer of hospital Number of available beds
Type of health care provider facilities
Czech Baden- Czech Baden-
Republic Wiirttemberg | Republic | Wiirttemberg
University hospital 10 6 13757 8228
General hospital 144 250 46 571 55 570
Acute care hosplt_al (university 154 256 60328 63798
and general hospital)
Aftercarg _ho§p|ta}l ar]d p_reventlve 40 198 3123 25911
or rehabilitation institutions
Total number of facilities 194 454 63 451 89 709

Source: (UZIS, 2019; State statistical office, 2018; Joint federal committee, 2021), own
processing

In the Czech Republic, hospitals are divided according to the size of the bed stock into:

= Small hospitals (less than 100 beds),
= medium-sized hospitals (100-499 beds),
= large hospitals (500 and more beds).

In Germany there are about 2000 acute care hospitals. They differ by sponsorship and by service
level. German state laws mostly regulate four types of hospitals:

= Basic service hospitals — (usually up to 200 beds),

= Regular service hospitals — (up to 300 beds),

= Central service hospitals — (usually up to 500 beds),

= Maximum care hospitals — (usually more than 1000 beds).

Acute care hospitals in Baden-Wiirttemberg make up 56% of all facilities in the Czech Republic,
and aftercare hospitals account about 44%. Of the total capacity of the fund, acute inpatient care
makes about 71%, aftercare makes about 29%. Similarly, as in the Czech Republic, the vast
majority of bed capacity (62%) is located in general hospitals that have a non-state sponsor as a
region, municipality or private entity.

2.1 Property Structure of Medical Facilities in the Czech Republic

The property structure of medical facilities in the Czech Republic is very diverse and very
inconsistent. The public law element in the form of ownership of facilities, which was 100 %
present before 1989, was maintained even after 1989. However, medical facilities logically had
to deal with a change in the economic system. Some thus remained in the hands of public (i.e. in
the hands of municipalities, regions, state) but in the form of limited liability companies, joint
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stock companies (form of private entities), or in the form of contributory organizations or
university hospitals. Some facilities were privatized to private hands.

Acute care hospitals in the Czech Republic currently have the following types of ownership
structure:

= State
o established by the Ministry of Health of the Czech Republic (university
hospitals, general hospitals)
o established by the Ministry of Defense of the Czech Republic (military
hospitals)
= Non-state
o regional hospitals
o municipal hospitals
o private hospitals
o church hospitals

Due to the absence of a comprehensive database of medical facilities in the Czech Republic and
their ownership, our summary of ownership structure of hospitals in the Czech Republic is based
on an Analysis of the Quality of Hospitals performed by Transparency International on a sample
of 146 acute care hospitals in the Czech Republic (Transparency International, 2020). In the
research, there was analyzed a total of 146 hospital acute care facilities in the Czech Republic in
the year 2020.

A significant part of acute care hospitals throughout the Czech Republic is concentrated in the
center of the country (the capital city of Prague, or the Central Bohemian Region) and then in
the largest regional cities (Brno, Ostrava, Usti nad Labem). Hospitals established by the state
(university hospitals, general hospitals and military hospitals) can be found primarily in large
university cities - Prague (7), Brno (3), Ostrava (1), Pilsen (1), Olomouc (2) and Hradec Kralové
(1). Regarding the type of ownership of medical facilities in the Czech Republic, the largest
representation is owned by the region, followed by private, municipal, state and church
ownership and mixed form with representation of public and private element, see Table 2.

Table 2 — Ownership structure of acute care hospitals in the Czech Republic

Ownership Numbﬁ:)g;i?;:ll; te care Percentage (%)
State 15 10.3
Region 65 44.5
Municipality 24 16.4
Church 4 2.7
Private 37 25.3
Mixed form 1 0.7

Source: (UZIS, 2019; Transparency International, 2020, own research), own processing

In total, regional hospitals account for almost half of the hospitals surveyed (65 out of 146). The
most regional hospitals were found out in the South Moravian Region (9) and the South
Bohemian Region (8). In addition, the region also owns the vast majority of the total number of
hospitals in the Vysocina Region (5 out of 7), Pardubice Region (6 out of 7) and Hradec Kralové
Region (6 out of 9) regions. Hradec Kralové Region, Pardubice Region, Vyso¢ina Region,
Liberec Region, South Bohemian Region, Plzeii Region - these six regions are united by the fact
that the medical facilities located here are almost entirely owned by the regions, resp.
municipalities or the state. The private owner is always represented only marginally.
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In contrast, in the Central Bohemian Region and the Olomouc Region, hospitals are mostly
owned by private owners (9 out of 19 and 6 out of 8). The highest share of private facilities is in
the Central Bohemian Region (9), where dominates, in terms of ownership, the Austrian joint-
stock company VAMED Mediterra a.s., owned by the global company VAMED a.s., based in
Vienna. In the Czech Republic, this company is owned by a total of 5 acute care hospitals - in
the Central Bohemian (3) and Liberec (1) regions and in the Vyso¢ina region (1). However, in
terms of the number of medical facilities, the largest private player in the Czech Republic is
AGEL a.s., which owns a total of 12 acute care hospitals. The company dominates mainly in
Moravia, namely in the Moravian-Silesian Region (5), the Olomouc Region (4), the Zlin Region
(1) and also operates in the Usti Region (1) and the Central Bohemian Region (1). On the
contrary, in addition to VAMED, Penta Hospitals CZ, s.r.0. is also present in the Czech Republic.
in the Karlovy Vary Region (2), the Usti Region (1) and the Hradec Kralové Region (1).

2.2 Property Structure of Medical Facilities in Baden-Wiirttemberg

In Germany, too, the trend toward privatization has led to more private and non-profit hospitals
and fewer purely state-run hospitals. Germany has a mixed healthcare system with state and
market-oriented components. The underlying welfare state principle is anchored in the Basic
Law. In accordance with the federal principle, regulation is carried out at the federal, state and
municipal (districts and municipalities) levels (Augurzky and Penter, 2014).

Acute care hospitals in Germany currently have the following types of ownership structure:

= State
o Federal Republic of Germany (military hospitals; one in Baden-Wiirttemberg)
o State of Baden-Wiirttemberg (Ministry of Social Affairs, Health and
Integration) (university hospitals)
= Non-state
o public: district hospitals
o public: municipal hospitals
o private hospitals
o non-profit hospitals (welfare association of churches, non-profit registered
associations, non-profit foundations)

Table 3 — Ownership structure of acute care hospitals in Baden-Wiirttemberg

Ownership Numbﬁrog;i?;;; te care Percentage (%)
State 6 24
District 80 32.0
Municipality 6 24
Non-profit 54 21.6
Private 63 25.2
Separately listed day clinics

and centres for psychiatry 41 16.4
(partly state owned)

Source: (state statistical office, 2018; Ministry of social affairs Baden-Wiirttemberg 2019; own
research), own processing

As Table 3 shows, the ownership structure in Baden-Wiirttemberg is also uneven. Slightly more
than one-third (36.8 %) are publicly owned (state, district or municipality). At 25.2%, private
providers of hospital services are the second strongest group of owners, followed by non-profit
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providers with around one fifth. Hospitals in the form of day clinics and centers for psychiatry
are not included in the calculation for this paper.

The legal forms in Germany also present a mixed picture. Only public hospitals can choose the
public legal forms such as public law institution (Anstalt 6ffentlichen Rechts) and public law
corporation (Korperschaft 6ffentlichen Rechts). All university hospitals, for example, have these
public legal forms. Public and private operators can furthermore run their hospitals in the form
of a limited liability company or a hospital association. Private operators may even run their
hospitals in the legal form of a capital stock company.

Baden-Wiirttemberg is divided into four administrative regions (Stuttgart, Tiibingen, Karlsruhe
and Freiburg), including 12 regions and then 35 administrative districts. In these areas, however,
the respective districts are responsible for the hospitals. With approx. 28.22 %, the administrative
region of Stuttgart has the most hospitals in percentage terms, and the administrative region of
Tiibingen has the least with approx. 20.57 %. Nevertheless, according to the regional distribution
of hospitals, no real clusters can be identified and the hospitals are relatively evenly distributed
in terms of number.

3 Material and Methods

The aim of the paper is to evaluate the technical efficiency of selected public acute care hospitals
of regional level in the Czech Republic and the chosen federal state of Germany - of Baden-
Wiirttemberg in the year 2018. The evaluation is performed by usage of output-oriented DEA
models.

Authors using multicriteria decision-making methods in the healthcare sector focus mainly on
the micro level. Evaluating of the efficiency of healthcare facilities is a very common issue (e.g.
Ahmed et al., 2019; Blatnik et al., 2017; Ghahremanloo, M. et al., 2020; Varabyova, et al., 2017).
Many articles are also aimed at modeling efficiency at the meso or macro level (e.g. Stefko,
Gavurova and Kocisova, 2018; Ravangard et al., 2014, Dlouhy, Jablonsky and Zykova, 2018).

3.1 Data

Due to the absence of a comprehensive database of medical facilities in the Czech Republic, data
for the Czech Republic were collected using several different sources. Information on the
existence of university hospitals and other state-owned hospitals was drawn from the website of
the Ministry of Health and other Czech ministries. Information on regional hospitals was taken
from the regions' websites and their annual reports. The same procedure was followed in case of
general hospitals. Some data were also taken from the research of the Quality Analysis of
Hospitals in the Czech Republic (Transparency International, 2020). An important source was
also The Medical Yearbook for 2018 (UZIS, 2019). All information about specific hospitals was
then drawn from the websites and annual reports of individual hospitals. The result was the
collection of data for a total of 146 acute care facilities in the Czech Republic of which 65 are
regional hospitals.

For the hospital sector in Baden-Wiirttemberg, general data were taken, on the one hand, from
the statistical hospital reports of the Baden-Wiirttemberg State Statistical Office and from an
overview of the Baden-Wiirttemberg Ministry of Social Affairs. On the other hand, information
on individual hospitals could be collected from the quality reports to be prepared annually by the
hospitals. The obligation of each licensed hospital to publish an annual structured quality report
is even legally regulated under §§ 136 ff. of the Social Code V on Statutory Health Insurance.
The contents to be published here are determined by the Federal Joint Committee. As a result,
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out of a total of 250 hospitals in Baden-Wiirttemberg, 80 public hospitals under municipal
ownership and six university hospitals under state ownership could be identified.

3.2 Methods

The methodology for evaluating the technical efficiency of selected public hospitals in an
international comparison includes specific input parameters and one output parameter. The
definition of individual parameters and their statistical characteristics is given in Table 4.

As can be seen from Table 4, a total of 58 regional hospitals from the Czech Republic (29
hospitals) and Baden-Wiirttemberg (29 hospitals) represent different size groups of hospitals
according to the extent of inpatient fund, which also reflects the values of other selected
parameters. In particular, the staffing of acute inpatient care is determined according to the
individual specializations of health care workers and other professionals according to the type
and field of health care provided. The requirements for the staffing of this care are based on the
size of the bed stock, and these are usually calculated for 30 beds.

Table 4 - Statistical characteristics of input parameters (x1, x2, x3) and output parameter
(y1), 2018

St.
deviation
Number of beds 251 969 451.52 420.50 157.01
Number of
physicians by
recalculated
number of
working hours
(x1)

Number of general
nurses by
recalculated
number of
working hours
(x2)

Inputs/Outputs Min. Max. Average Mean

68.26 372.90 | 143.64 126.00 57.29

Inputs

150.50 | 925.75 | 376.59 349.65 144.63

Number of
hospitalization
cases (y1)

8681 50350 | 19298.67 18 504.50 7202.36

Outputs

Source: Own calculations and processing

The evaluation of selected production units was made according to the output-oriented DEA
model with the assumption of constant revenues from the scope, the so-called CCR DEA model.
The CCR model belongs to the group of radial models and expresses the overall technical
efficiency. Radial efficiency is based on the Pareto-Koopmans efficiency concept, which is
defined as follows: "A homogeneous production unit is fully efficient if and only if it is no longer
possible to improve any of the inputs or outputs without deteriorating another input or output"
(Coelli et al., 2005).

The mathematical notation of the primary output-oriented CCR model is determined by relation

2):
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minimize 9 =2]"Vj X, D

under conditions 2y < 205 % k=12, ...,n,
Zirui yiq =1
u>e 1=1,2,...,r,
VjZS, j=l,2,...,m.

where: u;is the weight given to output i, yiqis the amount of output i produced by DMU g, v; is
the weight given to input j, Xjq is the amount of input i produced by DMU g.

The optimal value of the purpose function is Ug>1. The degree of technical efficiency is given
by the ratio of the weighted sum of inputs to the weighted sum of outputs, but weights are sought
such that the value of the efficiency measure is equal to or greater than one. A value of 1 is
therefore assigned to effective units, a value greater than 1 to inefficient units.

4 Results and Discussion

The analysis of the calculations of the technical efficiency degree of a selected set of hospitals
from the Czech Republic and Baden-Wiirttemberg proved the following findings.

Out of the total set of 58 acute care hospitals, only five hospitals reached the effective production
limit (Kliniken Boblingen, Ostalb-Klinikum Aalen, Rems-Murr-Klinikum Winnenden, Spital
Waldshut and SdruZzené zdravotnické zafizeni Krnov, p.o.). Other hospitals have achieved
technical efficiency rates greater than 1, so they have become inefficient units and are advised to
increase the output value while maintaining the same input parameter value. The worst results
were achieved by BG Klinik Tiibingen Hospital, Jindrichtiv Hradec Hospital, a.s. and Karlovy
Vary Regional Hospital a.s., whose value of the degree of technical efficiency exceeded the
number 2.

The summary results of the technical efficiency modeling by usage of the output-oriented CCR
model are documented in Table 5 and Annex 1. From Table 5 and Annex 1 it is clear that in the
output-oriented model assuming constant economies of scale, technical efficiency expressed as
a percentage in case of 17 hospitals ranges from 80-89 % and in case of 14 hospitals the rate of
this efficiency was less than 59%.

Table 5 - Summary results of technical efficiency of CCR-DEA model

Number

% DMUs DMUs

[100] 5 H5, H13, H19, H29, H39

[99-90] 4 H25, H28, H30, H56

[89-80] 17 H1, H8, H9, H10, H12, H14, H17, H20, H21, H24, H26, H38,
H40, H43, H44, H46, H55

[79-70] 10 H2, H16, H18, H22, H47, H48, H50, H51, H52, H54

[69-60] 8 H3, H6, H7, H11, H32, H36, H37, H53

[59-10] 14 H4, H15, H23, H27, H31, H33, H34, H35, H41, H42, H45, H49,
H57, H58

Source: Own calculations and processing

In Figure 1, there is illustrated the achieved level of technical efficiency according to individual
production units. Fig. 1 shows which production units oscillate around the average value of the
degree of technical efficiency of the whole examined sample. Hospitals N23 GRN-Klinik
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Tiibingen and two hospitals from the Czech Republic differ significantly from the average value,
specifically N49 Jindfichtiv Hradec Hospital, a.s. and N 58 Karlovy Vary Regional Hospital a.s.
These hospitals achieve the worst levels of technical efficiency.

Figure 1 - Technical efficiency rate of production units
Source: Own calculations and processing

5 Conclusion

The paper was focused on the evaluation of technical efficiency of selected public acute care
hospitals in 2018. The subject of the analysis were selected hospitals of regional character from
the Czech Republic and the federal state of Baden-Wiirttemberg.

An output-oriented DEA model was assumed to model the technical efficiency of hospitals,
assuming constant returns to scale.

The evaluation of technical efficiency followed two research questions. The first research
question (RQ1) "Do hospitals with 250-500 beds achieve a lower value of the degree of technical
efficiency than hospitals with 501-1000 beds" can be answered as follows:

= the average level of technical efficiency of a total of 39 hospitals with 250-500 beds
reached 1.26714. This value is below the average technical efficiency of the total set of
hospitals (i.e. 58 hospitals), which is 1.30926. The closer the value of the average
technical efficiency rate is to 1, the more efficient the production unit is;

= The average level of technical efficiency of hospitals with a bed stock capacity of 501-
1000 beds is 1.40423. This value is higher than the average level of technical efficiency
of the whole set of production units;

= Based on the above-mentioned results, it is necessary to refute the research question
RQL1.

Research question RQ2 was as follows: "Do acute care hospitals in Baden-Wiirttemberg achieve
higher levels of technical efficiency than hospitals in the Czech Republic?" Based on the results
presented in Fig. 1, it can be stated that hospitals from the federal state of Baden-Wiirttemberg
achieve better values of the average level of technical efficiency (1.21470) compared to hospitals
from the Czech Republic (1.40382). Therefore, RQ2 is confirmed based on the results of the
analysis.
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International comparisons at the micro level provide many suggestions on how production units
can improve technical efficiency, but it is also necessary to perceive possible limits, which are
associated with both the chosen method of researching selected problem and the collection of
necessary data. The selected input and output parameters that were included in the analysis have
the same methodological reporting in both countries, thus they are reflecting the relevant
obtained results.
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Annex 1 - Results of technical efficiency of output-oriented CCR DEA model

Technical

(I?]I\=/I5Lé§ Name of hospital l;lfugz Bgr Ieil;ftigiency Rank
H1 Fiirst-Stirum-Klinik Bruchsal 364 1.12989 8.
H2 Hegau-Bodensee-Klinikum Singen 465 1.23379 23.
H3 Kliniken des Landkreises Lorrach GmbH 308 1.22286 22.
H4 Klinik am Eichert 839 1.40506 42.
H5 Kliniken Boblingen 327 1.00000 1.
H6 Kliniken Landkreis Heidenheim GmbH 568 1.31689 35.
H7 Kliniken Sindelfingen 383 1.30657 32.
H8 Klinikum Konstanz 350 1.13652 9.
H9 Klinikum am Steinenberg 589 1.12367 7.
H10 Krankenhaus Freudenstadt 340 1.14252 11.
H11 (L)a:;ernau Klinikum Lahr-Ettenheim Standort 411 1.33785 37

Ortenau Klinikum Offenburg-Gengenbach
H12 Standort Ebertplatz 461 1.15243 14.
H13 Ostalb-Klinikum Aalen 399 1.00000 1.
H14 Stauferklinikum Schwibisch-Gmiind 401 1.18004 18.
H15 Medius Klinik Kirchheim 429 1.41273 44.
H16 Medius Klinik Niirtingen 331 1.20302 21.
H17 St. Elisabethen-Klinikum 542 1.14423 12.

SLK-Kliniken Heilbronn GmbH - Klinikum
H18 am Plattenwald 325 1.27137 26.
H19 Rems-Murr-Klinikum Winnenden 570 1.00000 1.
H20 Klinikum am Gesundbrunnen 969 1.18936 20.
H21 Klinikum Mittelbaden Baden-Baden Balg 380 1.14206 10.
H22 GRN-KiIinik Schwetzingen 295 1.25830 25.
H23 BG Klinik Tiibingen 340 2.01926 52.
H24 Klinikum Mittelbaden Rastatt 260 1.10400 6.
H25 Kreiskrankenhaus Emmendingen 263 1.05427 3.
H26 Rems-Murr-Klinik Schorndorf 277 1.18043 19.

Schwarzwald-Baar Klinikum Villingen-
H27 Schwenningen GmbH 269 1.48831 48.
H28 Medius Klinik Ostfildern-Ruit 280 1.07193 4.
H29 Spital Waldshut 251 1.00000 1.
H30 Nemocnice Bfeclav, p.o. 419 1.02615 2.
H31 Nemocnice Kyjov, p.o. 478 1.41370 45.
H32 Nemocnice Vyskov, p.o. 431 1.31532 34.
H33 Nemocnice Znojmo, p.o. 590 1.52036 50.
H34 Nemocnice Havlickiv Brod, p.o. 534 1.40078 41,
H35 Nemocnice Jihlava, p.o. 649 1.51802 49.
H36 Nemocnice Nové Mésto na Moravé, p.o. 457 1.30151 31.
H37 Nemocnice Pelhfimov, p.o. 340 1.34973 38.
H38 Nemocnice Ttebi¢, p.o. 422 1.14992 13.
H39 Sdruzené zdravotnické zafizeni Krnov, p.o. 532 1.00000 1.
H40 Nemocnice Tfinec, p.o. 355 1.16811 15.
H41 Nemocnice ve Frydku-Mistku, p.o. 477 1.40582 43.
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H42 Nemocnice s poliklinikou Havitov, p.o. 413 1.54418 51.
H43 Nemocnice s poliklinikou Karvina-Ré4j, p.o. 511 1.37031 39.
H44 Slezska nemocnice v Opavé, p.o. 535 1.32181 36.
H45 Krajsk4 nemocnice T. Bati, a.s. 914 1.43684 47.
H46 Krométizska nemocnice a.s. 391 1.17235 16.
H47 Uherskohradi$t’ska nemocnice a.s. 609 1.29257 28.
H48 Vsetinskd nemocnice a.s. 344 1.29431 30.
H49 Nemocnice Jindfichiiv Hradec, a.s. 343 2.09965 53.
H50 Nemocnice Pisek, a.s 423 1.30946 33.
H51 Nemocnice Strakonice, a.s. 314 1.29300 29.
H52 Nemocnice Tébor, a.s. 466 1.24584 24,
H53 Oblastni nemocnice Ji¢in a.s 505 1.38185 40.
H54 Oblastni nemocnice Néachod a.s. 845 1.27537 217.
H55 Oblastni nemocnice Trutnov a.s. 300 1.17861 17.
H56 Nemocnice s poliklinikou Ceska Lipa, a.s. 488 1.08457 5.

H57 Oblastni nemocnice Kolin, a.s., 541 1.42878 46.
H58 Karlovarska krajskd nemocnice a.s. 576 3.41186 54.

Source: Own calculations and processing
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Public Property in the French Law

Richard Bartes

Abstract: The paper focuses on the comparison of basis between Czech and French conception
of public property with regard to the introduction of the French legal model of public property.
The principle objective of the paper is to analyze main characteristics of the conception of public
property in France and to present some differences between Czech and French conception of
public property. For this reason, the analytical, comparative and descriptive methods were used
to write this paper and to fulfil its objective. A descriptive method is used for a presentation of
French and Czech conception of the public property and a historical background. Afterwards,
the comparative method is applied for a comparison and an emphasis on differences in French
and Czech legal regulation of public property. Owing to the analytical method is possible to gain
required results concerned to global distinctions between French and Czech system of legal
regulation of public property. As for results, it is necessary to mention the accomplished analysis
of comparison of public property conceptions in the Czech Republic and in France.

Keywords: France, public property, public sector
JEL Classification: K19, H40, H82

1 Introduction

The right to own property is one of the fundamental human rights guaranteed by the
constitutional order. In every modern democratic state, a property is protected, regardless of
whether it is owned by a natural or a legal person. In the same way, the property is protected
regardless of whether it is owned by a person of private or public law. Simultaneously it holds
true, that property rights have the same legal content and protection. On the other hand, the right
to own property is one of the fundamental right though, but there are also obligations attached to
this right — for example: all persons owning property are obliged to take care of their property
(the principle of “ownership is binding”) or a property have not be abused to the detriment of the
rights of others. The property have not be abused in conflict with the generally protected public
interests and its performance have not harm human health, nature and the environment beyond
the limits set by law.

The specific kind of property is a public property. The mentioned specificity lies not only in the
type of property, but also in the entity handling this property and also in the purpose for which
this property is used. A public property as the legal institute belongs to the public law, specifically
an administrative law with possible overlap into other branches of law as an environmental law
(administration of the protected landscape area), as a financial law (administration of foreign
exchange reserves of the Central Bank) or as a public international law (for example issues of
acquiring territory as a result of annexation or debellatio). Although a public property is
connected with the public law, it is not possible to completely ignore certain “private law
aspects”. Such cases will include, for example, the acquisition of public property by a purchase
contract (in the case of acquisition of property against payment) or by a gift contract (in the case
of gratuitous acquisition of property). In any case, the legal regulation of these institutes can be
found in the relevant civil code, although these legal institutes have often public law restrictions
or "specifics" regulated by other laws.

These elemental facts are common to many states without regard to their legal system (it makes
no difference if the state belongs to the Anglo-Saxon or Continental system, which is divided
besides other things into the French and German branch). Nevertheless, these different legal
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systems have a different opinion of individual legal aspects and kinds of property. This could be
visible in the case of France, which has a different legal model compared to the Czech Republic.

The reason why the author has chosen the concerned topic of the article is the fact that the author
focuses on the French legal system and its comparison with the Czech one. In this field, the
author dedicates to the French conception of public finance or to the French public administration
and administrative law.

Finally, it is possible to see the intersection between a financial law and a public property,
because the state or other public entity has to match the territory where the public property will
be used with the territory to cover its operating costs. (Powadova, 2020: 709)

The objective of the paper is to analyze main characteristics of the conception of public property
in France and to present some differences between Czech and French conception of public

property.

Here we may formulate hypothesis as follows: The set of public property in France is defined
more broadly than the set of public property in the Czech Republic. To confirm or to disprove
this hypothesis, the author uses appropriate methodology and methods working on verification
or falsification.

2 Material and Methods

Regarding to the scientific literature, it is necessary to base on the French and Czech scientific
literature. Nowadays, the most important French authors in this field are Yves Gaudemet or
Christophe Roux. In the past, authors as Philippe Foillard, Jacqueline Morand or Bertrand
Serrand could be mentioned. Petr Havlan is a great specialist in the field of public property in
the Czech Republic and he is a francophone academic.

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

3 Results and Discussion

Within the chapter “Results and Discussion” is necessary to clarify crucial term of “public
property” and to explain its historical and factual context. Generally, acts regulating public
property provides for a legal framework for a treatment of public property, especially rights and
obligations of owners or holders of public property; legal regime of handling of public property
or general theoretical background of public property as a legal institute.

Public property is usually defined as "ownership whose entity is an entity of public nature (state,
territorial self-governing unit, other public corporation, independent public institute, public fund
...), typically an entity of public administration as a so-called legal person of public law, or
rather in general a "public body", and whose object is a public matter in the broad sense, that is
to say, a matter intended for public purposes without further”. (Havlan, 2016: 11)

Thanks to this definition, several main features necessarily associated with the institute of public
property can be discovered, namely: (1) feature of the ownership, (2) feature of the entity of
public nature, (3) feature of public matter in the broad sense as the object of public property, (4)
feature of public purposes without further.
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3.1 Legal Framework of Public Property in the Czech Republic and in France

In the Czech Republic, the basic legal framework for the general regulation of state property is
act no. 219/2000 Coll., on the property of the Czech Republic and its behavior in legal relations.
The act regulates only a property of the state and not a property of other public entities. In any
case, this is a lex generalis regulating the management of state property. However, in addition
to the above-mentioned act, it is necessary to reflect acts such as the (already mentioned) Civil
Code (Act No. 89/2012 Coll., Civil Code) or the Public Procurement Act (Act. No. 134/2016
Coll., on Public Procurement Act). There are also acts regulating other public entities different
from the state, then it is appropriate to mention the Act on Municipalities (Act N0.128/2000
Coll., on Municipalities), the Act on Regions (Act No. 129/2000, on Regions), or rather the Act
on the Capital City of Prague (Act No. 131/2000 Coll., on the capital City of Prague).

Since there are many acts, it is therefore possible to speak about the fragmentation of the national
legislation. Due to this fragmentation, the national legislation is incoherent, confusing and
difficult to apply. If we focus on France, as a country that is subject to comparison with the Czech
Republic in the subject matter, or rather to its legal regulation regulating public property, then
we could see the opposite phenomenon. France is an example of country that codifies individual
branches of law or its sub branches — e.g. French general Tax Code, Sport Code or Tourism Code
etc. However, with regard to the topic of the paper, the most important is the General Code of
Public Property. This code contains a compact and comprehensive legal regulation of property
belonging to the so-called public persons under French law. The concept of “public persons”
may seem unusual from the point of view the Czech law, but this concept corresponds to the
concept of public corporation under the Czech law.

The General Code of Public Property has a following structure: (1) Methods of acquiring
property (the Code distinguishes between acquisition of property against payment and gratuitous
acquisition of property by public persons); (2) Procedures for the acquisition of property (the
Code distinguishes the case of property located in France from property located abroad); (3)
Property belonging to public property (in this part the Code defines public property, states its
legal classification, its use, administration and legal protection); (4) Property belonging to private
property (the Code defines methods of allocating private property to public persons, its
administration, the possibility of transfers of private property); (5) Regulation of disputes related
to public and private property of public persons; (6) Special provisions for overseas self-
government units.

The public property of territorial self-governing units is regulated by the General Code of
Territorial Self-Government Units. In the case of France, departments, so-called overseas
departments (e.g. Martinique, Guadeloupe), regions, municipalities or arrondissement (e.g. in
Paris, Marseille, Bordeaux or Lyon) are considered to be territorial self-governing units. The
General Code of Territorial Self-Government Units is lex specialis in relation to the General
Code of Public Property. (Bartes, 2018: 146-147)

As can be seen from the text above, one of the main differences between the Czech and French
legal regulation of public property consist in the approach to a lawmaking. Whereas there are
many acts regulating the handling of public property in the Czech Republic (i.e. a fragmentation
of legislation), France is characterized by codification of this issue.

3.2 History of Public Property in France

Jean Bodin wrote in the 16th century: "We can only speak of a state if there is a sovereign power
that unites all families and collegiums. In addition to sovereign power, there must be something
common and something public to al (i.e. in French communauté), such as public state property,
public treasure, streets, ramparts, squares, churches, markets..” (Bodin, 1994: 43) The concept
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of "public property" in France is usually derived from an edict issued by Charles IX. in 1566 (i.e.
in French Edit de Moulins). However, it can be stated that the concept of "public property” dates
back to the Ancien Régime, i.e. the 15th century. In a broader sense, it is possible to go even
further into history and mention the period of the so-called Ancien Domaine royal, or rather
Domaine de la Couronne.

The conception of Ancien Domaine royal (i.e. in English “Old Royal Property”) has been typical
for the period of the 10th century. This conception was formed by a set of estates and property
directly under the authority of the king within the kingdom of France. At the time of Hugo Capet
(10th century), the royal property was relatively small and was located mainly in /'fle-de-France
and Orléanais. In addition, this property consisted mainly of the property of the Robertians
family (the forerunner of the Capetians family).

The conception of Domaine de la Couronne (i.e. in English Property of the Crown) includes a set
of property belonging to royal power, where this property was associated with sovereignty and
was considered public and inalienable. In this sense, its opposite was private and foreign
property. The Property of the Crown was divided into so-called great and small property. The
“great property” was royal and therefore public property, and “small property” was considered
property owned by the king. The “great property” included land, underground, and generally
everything that had been marked as royal (and since the Great French Revolution as state), rivers,
canals, harbors, fortifications, and royal armories, royal forests. On the other hand the “small
property” was made up, for example, of royal palaces or financial resources belonging to the
king. It can be noted that the "small property", from today's point of view, almost corresponds to
the British Crown Estate.

Another interesting historical story associated with a public property is the story of the Banque
de France, which was established by the Banque de France Decree in 19" century. This central
bank was originally independent of the French government because it was a private enterprise,
a join-stock company maintaining privileged ties by the State. It was not until 1945 that the bank
became public, or rather state property, as the state became the sole shareholder. (Bartes, 2020:
61)

3.3 Public Property under the French Law

The public property of public entities consists of movable or immovable property that belongs
to these public entities. This property is meant for use by the public or by public service (in
French le service publique). The definition of public property under the French law bases on the
article 2111-L of the General Code of Public Property.

The foundation of public property in France lies in the public interest, which is in acts frequently
designated as the public utility. The relevant act states that public property is either “intended for
direct use by the public” or “intended for public service”. In such a case, the public property has
to have an ability to be integrate with “the necessary planning for the performance of the public
service tasks” (the conception of the “special planning”, later “necessary planning” will play the
part of the case of Dauphin, see below).

The public property of public entities in France is subjected to a highly protected legal regime,
which is based on an imprescriptible and inalienable aspect. The condition for classification of
property into the category of public property is the fulfilment of two preconditions — (1) the entity
owning the property must be a legal person of public law and (2) the property must be intended
either for direct use by the public or for public service (see above).

The decision of the Council of State (in French Conseil d'Etar) in the Dauphin case of 1959
entered the French legal history. Mr. Dauphin was used to get by a car to his house via Alyscamp
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Avenue located in the village of Arles. However, the village decided to close this alley with
barriers and chains, as an archeological site was discovered at the place. In this way, on the one
hand, the alley was putted into a cultural public service, but on the other hand, the access to this
alley was closed, thus fulfilling the so-called "special planning" for the performance of cultural
public service tasks.

In reality, this fact had a negative impact on Mr. Dauphin, as he could not get to his property
across the alley, although the passage easement was established in his favor here. For that reason,
in 1949, Mr. Dauphin lodged a complaint with the Interdisciplinary Council of the Prefecture of
Marseille, seeking the annulment of that measure and, at the same time, a compensation for
difficulties. The Interdisciplinary Council stated that there is the absence of its competencies,
because an assessment of the existence of the easement, and therefore the claim for compensation
comes under the competence of judiciary and not under the competence of the administrative
authority. That is why Mr. Dauphin turned to the French Council of State, which issued a final
decision in plenary on 11 May 1959.

The Council of State ruled that Mr. Dauphin can not seek the annulment of the measure taken by
the Interdisciplinary Council (i.e. the annulment of the closure of the alley), because the alley is
both public property belonging to the municipality, is assigned to the cultural and tourist public
service and the alley is the subject of the so-called (already mentioned) special planning
established for this purpose. The Council of State also ruled that the alley cannot be considered
a public road and therefore Mr. Dauphine cannot seek his right of access to his property by a car.
However, Mr. Dauphine could claim damages for not being able to access his property if he
proves the existence of a passage easement through the alley, which had been already established
before the ban on access to the alley. The Council of State thus stated in its decision that it is
necessary to examine in the first place the so-called "special planning" as an aspect of a public
property, if a public property is intended for a public service.

The so-called "special planning" as an aspect of public property, or rather ownership was found
by the professional and non-professional public as inaccurate, or rather an abstract conception
which is difficult to determine. For this reason, although the General Code on the Property has
partially taken over this conception, this Code has clarified that the planning must be "necessary"
for the performance of the public service task. This clarification has deliberately slowed down
the development of a case law, which has tended to expand the material content of public
property too much. Thus, it is possible to observe the political will to limit the scope of public
property in France — this was practically reflected in the article L-2111-1 of the Code, where the
aspect of "necessary planning" was introduced. However, in my opinion, the conception of
“necessary planning” is still too abstract.

It could be mentioned that the conception of public property in France is more sophisticated than
the one in the Czech Republic. That is evident from the legal construction, or rather legal regime
of public property in France, which is based on firm and clear preconditions. On the contrary,
the Czech conception of public property is insufficiently defined compared to the French
conception defined in such detail.

3.4 lllustrations of Public Property in France and legal protection

Hertz waves are a typical and interesting example of public property in France. Unlike the legal
regime in the Czech Republic (Havlan, 2008: 11), the Hertz waves in France are the subject of
property rights and are legally established as the property of radio frequencies. However, as early
as 1989 in France, there was adopted the act, which laid down, that radio waves constituted
a private use of public property.
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Nowadays, frequency bands are allocated by the Office for the Regulation of Electronic
Communications and Mail (in French Autorité de régulation des communications électroniques
et des poste) on instruction of the French State. This fact was also reflected in the General Code
by explicitly stipulating that "Radio frequencies in the territory of the Republic belong to the
public property of the State”. The General Code also stipulates, that "the use of radio frequencies
in the territory of the Republic is a private way of using public property of the state".

Another example of public property in France is maritime property. Maritime property was
defined by Colbert's Maritime Decree of 1681, which has been applying (with some
modifications) until 2006, when the General Code has been adopted. The General Code has
amended this regulation and subsumed it under the so-called Domaine public naturel. Originally,
Colbert's decree defined the shore and the coast as "everything that the sea covers and reveals
during the new and full moon phases, up to the distance where the March high Tide can spread”.
This was a difference from Roman law, or rather Justinian's decree, which stated that this limit
was not a "March high tide" but a "large winter watercourse”. Until 1973, case law has been
used in France to determine the boundaries of maritime public property on the Mediterranean
coast. In 1973, the Council of State unified the rule by ruling that maritime public property
extends to "as far as the sea can expand without causing extraordinary disruption to life on
shore”. In other words, it does not matter whether the sea level is highest in winter or March,
and the threat of a possible storm or flood is taken into consideration. The case law was
subsequently reflected in the General Code.

A special category is an artificially created public property. This kind of property includes
a property intended for a direct use by the public and certain property intended for public
services. Property intended for direct use by the public includes road public ownership,
consisting of “all public property of the state, departments and municipalities intended for the
needs of land transport, with the exception of railways", which are regulated separately by the
Road Traffic Code. This group of property also includes property of public entities intended for
a public service, such as museums, schools, prisons, defense facilities or airports.

For the record, the Council of State ruled in its decision of 8 March 1993, that there was no
above-ground public property.

The legal protection of public property in France is based on these aspects: (1) inalienability - no
one can renounce relevant rights; (2) unseizable — inability to apply forms of private law to public
entities (e.g. a creditor cannot seize public property through execution in order to satisfy his
debt); (3) no statute of limitations — it makes impossible to accomplish the legal institute of
usucapio (under the French law, for example, in the case of immovable property, usucapio occurs
after 30 years).

The French legislature has introduced additional special protection for public property in the
following form: public property must be excluded from the category of public property (and take
out of assignment for public use) before it is subsequently transferred to an entity of private law.
However, the process of transferring public property to a private person in some cases requires
the form of an act. E.g. in 2006, this was an example of the act on the privatization of the energy
sector (the privatization of EDF being probably the most well - known case, just to name a few)
or the privatization of France Télécom by Orange in 2000. Furthermore, as an interesting
example of the same issue, it could be mentioned the case of the so-called Maori heads from
2010.

In selected cases, a person of private law may use property in the public ownership regardless of
the transfer of the ownership. In the practice, it is the case of an interim use of public property
for a remuneration and the relevant public entity has to authorize such use. The important
condition, however, is that this interim use of public property by a person of private law must be
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necessarily compatible with original function of this property. Public property is further protected
by many sanctions, whose purpose is to prevent endangering the property or reducing its value.

The process of a taking out property of the category of public property of public entities is
regulated in the General Code on the Public Property as follows: “The property of public entity
referred to in Article L. 1, which is no longer assigned to public service or direct use by the
public is no longer part of the public property, from the time when the administrative act
declaring its exclusion was put out”.

The taking property out of the category of public property of public entities can be characterized
in French law as a two-phase process. In the first phase (in French la désaffectation), the public
property must be separated either from direct use by the public or from assignment to a public
service. After the successful implementation of the first phase, it is possible to proceed to the
second phase, i.e. a taking a property out (in French le déclassement) of the category of public
property of a public entity. While the first phase (i.e. de facto a separation of property) could be
characterized as a factual situation (i.e. separation either from direct use by the public or from
assignment to a public service), the second phase (i.e. taking a property out) presupposes
a decision of the relevant public entity in the form of a decree as a result of an administrative
procedure, which in some cases involves a public inquiry or the need to obtain the consent of
a third public entity. The eliminated property of public entity becomes a private property of
a public person. (Bartes, 2018: 148-149)

If there is a situation when the property of a public entity is straight take out of the public property
without its factual separation from the direct use of the public or the separation from the public
service assignment, such property remains classified as public property. It follows from the above
that both of the phases of the two-phase process of exempting property from public property of
public entities are obligatory. (Bartes, 2018: 149)

4 Conclusion

The presented paper was dealing with differences between Czech and French conception of
public property and its legal regulation. This fact means that theoretical questions relating to the
conception of public property were also solved. The principal objective of the paper was to
analyze main characteristics of the conception of public property in France and to present some
differences between Czech and French conception of public property.

Having analysed first the Czech form and construction of the legal regulation of public property,
it can be noted that there are differences consisting in approach to the legislation of public
property. While in the Czech Republic, there are many acts regulating field of public property
and this field is thus fragmented, in France this field is on the contrary codified and therefore it
is better arranged and approachable for citizens.

Another interesting juridical phenomenon is a legal protection of public property. We can see
a standard legal protection of public property in the Czech Republic, which is comparable to
most European Union countries. In France, there is a special and increased legal protection of
public property concerning an ownership transfer of public property to private entities; thereby
the public interest and the legal certainty are provided.

In the paper, there were also described the history of public property in France starting from 10"
century to the present day.

Therefore, | focused on the essence of the legal construction of public property in France,
especially on its purpose. The role, or rather the function of public property was illustrated in
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a specific case from the French history, which showed the importance of a precise conceptual
definition of the purpose of public property in practice.

The article also mentioned individual examples of public property in France. The example of
Hertz waves proved that the Czech and French conceptions of public property approach to this
area differently.

In the conclusion, | can say that the hypothesis given at the beginning was confirmed thanks to
a comparison of the French and Czech legislation regulating the definition of public property in
the relevant country. The French legislative approach shows, that a more comprehensive
legislation guarantees a strongest legal certainty. Another fact that helped confirmed this
hypothesis is a comparison of the French and Czech examples of public property. This
comparison showed that the French examples of public property are more varied as for kinds of
public property.
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Using the theories of behavioral economics in the process of analyzing
the financial market as a method of increasing the efficiency of the
functioning of the state economy

Hanna Bazetska, Daria Serogina, Nataliia Obukhova

Abstract: The aim of the article is to substantiate the need to use the postulates of behavioral
economics and behavioral finance as a tool for analyzing the financial market to improve the
efficiency of the public economy. The article examines the theories of behavioral economics and
behavioral finance, which allow us to conclude that economic agents behave irrationally when
forming financial strategies in the market. The study uses research methods such as analysis and
synthesis, generalization, definition of concepts, modeling. Main findings of the study is that an
economic agent is significantly influenced by such psychological factors as the phase of his life
cycle, type of temperament, psychological type, archetype and metaprograms. The authors offer
a psychological portrait of the “ideal” financial market participant, but they note that anyone can
function in the market. Sometimes the behavior of economic agents is explained by the
peculiarities of collective consciousness and behavior. Economic and psychological factors
influence the group behavior of investors and issuers and determine the pricing model and market
efficiency. Thus, the functioning of the financial market depends on the degree of irrationality
of its participants whose behavior is determined by psychological characteristics. In turn, the
efficiency of the functioning of the financial market will determine the degree of efficiency of
the public economy.

Keywords: Behavioral economics, behavioral finance, financial market, public economy

JEL Classification: D91, E71, G19, G41, H89

1 Introduction

Behavioral economics is a relatively young science, thanks to which it became clear why
classical economic theories “do not work”. And namely thanks to it the economists drew
attention to the relationship of the economic behavior of subjects with their various behavioral
characteristics. The classical ideas about the functioning and development of the economies of
the countries of the world could not predict and explain the occurrence of financial crises and the
formation of financial bubbles. The development and functioning of financial markets, which are
the supporting sphere of any financial system, is subject to the influence of distorted behavior
not only of investors and traders, but also of ordinary consumers, producers, managers and their
irrationality. Behavioral economics, combining the research of psychologists, sociologists and
economists, explains the behavior of economic actors in conditions of uncertainty and risk.
Consequently, we can say that behavioral economics is a new paradigm for the functioning of
economic systems.

Based on empirical studies of people's behavior in the process of making economic decisions,
behavioral economics has formed complex models that describe the main behavioral trends. This
made it possible to expand the understanding of the principles and peculiarities of the functioning
of financial systems and move away from traditional theories based on the rationality of
economic behavior.

Behavioral economics explains the behavior of economic actors in general, but their behavior in
financial markets is investigated by its branch - behavioral finance. Thanks to these sciences, the
propensity to take risks and to the formation of aggressive financial strategies is determined.
Studies in the field of behavioral economics and behavioral finance have shown that the
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functioning of the financial market is not always determined by the rationality of the behavior of
economic agents. On the contrary, market agents often behave irrationally, which can explain
the propensity to take risks or avoid them. Therefore, behavioral finance involves a non-standard
approach to the analysis of the behavior of investors and traders in the financial market.
Assessment and forecast of their behavior in the modern sense should be based on the study of
behavioral characteristics, such as the way of perceived information and its volume, attitude to
the reliability of information, the level of optimism, emotional background, the presence of
positive or negative experiences in the past, etc. In addition, behavioral finance is able to explain
the behavior that leads to a financial crisis, as well as predict how the market will react to them.

Since the financial market largely determines the direction of development of the public
economy, forecasting fluctuations in it and the behavior of traders and investors will contribute
to the effective functioning of the public administration system in the economy. That is why it is
advisable to use the tools of behavioral economics and behavioral finance for analyzing the
financial market and forecasting crises in it, which will avoid significant losses for the public
economy.

The aim of the article is to substantiate the need to use the postulates of behavioral economics
and behavioral finance as a tool for analyzing the financial market to improve the efficiency of
the public economy.

Thus, the following hypothesis can be formulated: it is impossible to assess and predict the
functioning of financial markets without the application of the theory of behavioral finance and
behavioral economics. To confirm or refute this hypothesis, the authors use the appropriate
methodology and research methods.

2 Material and Methods

Behavioral economics and behavioral finance have been studied relatively recently, but there is
no coherent system that would fully describe all processes in a single terminology. In our opinion,
this is due to the unification of psychological, sociological and economic terminology. It is the
description of the same process from the standpoint of different sciences that leads to some
discrepancy in concepts. However, all these sciences help to explain why a person makes this or
that economic decision under the influence of certain factors of the external and internal
environment.

Adam Smith (2005) ("Theory of Moral Sentiments") spoke about the fact that the "economic
man" is rational and always seeks to benefit from his activities. J.M. Keynes (Keynes, 1936) in
his works talked about a certain dependence of a person on a variety of psychological factors that
cause a subject's tendency to different, often irrational, patterns of behavior. For example, J.M.
Keynes identified among such factors inexplicable or excessive greed, inclination to accumulate,
unwillingness to take risks, wave-like outbursts of optimism and pessimism, "crowd effect", etc.
Subsequently, scientists from different scientific schools found confirmation of cases of the
influence of psychology on economic behavior, and also identified new patterns in the
relationship between economics and psychology and sociology. This is how behavioral
economics first appeared, and then its branch - behavioral finance.

Economic behavior due to the influence of various factors and situations has been considered by
many scientists. For example, Gary Becker (Becker, Murphy, 2009) published “Crime and
Punishment: An Economic Approach” which laid the foundation for the economics of crime. He
investigated the optimal cost of catching and punishing criminals by conducting an economic
analysis of the losses to society from the acts committed by criminals, ranging from murder to
tax evasion. M. Rabin (1998) considered many issues of behavioral economics, such as unselfish
preferences of economic agents, behavioral anomalies of a systemic nature, problems of self-
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control, and many others. V. Pesendorfer (Gul, Pesendorfer, 2004) specializes in game theory
and choice theory, a toolkit that is actively used in behavioral economics. J. Gynakoplos, D.
Pearce and E. Stechet (Geanakoplos, Pearce, Stacchetti, 1989) considered psychological games
and their influence on human behavior, including the economic agent. Herbert's theory of
bounded rationality (1978) focuses on the study of organizational behavior and decision-making
processes. The essence of the theory is that the behavior of a person making a decision in
a rapidly changing environment and conditions of uncertainty cannot always be explained by
a rational theory of expectations. I. Fisher (Fisher, 1930) proposed the theory of intertemporal
choice, which shows what constraints consumers face when making decisions about
consumption and savings. However, the starting point for normative theories of intertemporal
choice is the discounted utility model proposed by P. Samuelson (Samuelson, 1937). According
to this model, the consumer finds himself in a situation of choice between a small benefit that
can be obtained immediately, and a large benefit that can be obtained with a degree of probability
in the future.

Of interest are the studies of M. Statman (Statman, 2018) in which alternatives to classical
finance were considered. As a result, he came to the conclusion that people are normal, and not
always rational (the main postulate of classical economic theories), the formation of the portfolio
will be influenced by social responsibility and status, and not by high expected profitability and
low risk, and that accumulation and consumption processes are determined by the characteristics
of human behavior at different stages of the life cycle, the expected return on investment is
calculated based on the behavioral rather than the standard theory of asset pricing (the Capital
Asset Pricing Model - CAPM) and the markets are not efficient, since the price of assets sold at
them is usually far from real or fair price.

Among the most significant works on behavioral economics from a practical point of view, one
should single out “Prospect Theory: An Analysis of Decision under Risk" by Amos Tversky and
Daniel Kahneman (Kahneman, Tversky, 1979), since it is they who, studying the behavior of
people in conditions of risk and uncertainty, refuted the validity of the expected utility theory.
The work of these scientists was largely based on the behavioral economics program “The Sloan
and Russell Sage Foundations”, which ran from 1984 to 1992 (Heukelom, 2012). A. Tversky
and D. Kahneman revealed the predisposition of a person's consciousness to making irrational
decisions and introduced the concept of “deviation from a rational decision”. Later on, Richard
Thaler (Thaler, 1980) relied on the works of A. Tversky and D. Kahneman while considering
how psychology affects the decision-making process. He also studied the process of nudging
people to behave correctly for them and proved that the nudging system works (Thaler, Sunstein,
2008). It should be noted that in many ways the theories that have received their development in
behavioral economics are based on the research of M. Allais (1953) who studied the theory of
risk and decision-making and proposed the term "Allais paradox". This paradox demonstrates
the impossibility of applying the theory of the expected utility maximization under the conditions
of uncertainty and in the face of real risk. This problem is considered in the work “Rational
human behavior in the face of risk. Criticism of the postulates and axioms of the American
school”. By the way, no less valuable are the studies of D. Ellsberg (Ellsberg, 1961) who made
the empirical conclusion that known probabilities for a person are preferable to unknown ones
(Ellsberg's paradox).

Further noteworthy is the study of the “crowd effect” or “bandwagon effect”. Gustave Le Bon
(1920) began to study the psychology of the masses, and his research formed the basis for the
study of the "crowd effect”. This is the most common model of human behavior and one of the
main ones in behavioral finance. The behavior of people described by this effect is often typical
precisely for the financial market, when while purchasing assets, an economic agent does not
rely on available information, but follows other market participants in his acquisition. The
appearance of the crowd effect is often influenced by information cascades. It is the decision-
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making by the subjects not on the basis of the available information in full, but under the
influence of the behavior of other economic agents (market participants), which is an information
cascade, and entails the appearance of the “crowd effect”. R. Shiller (2006) in his work "Irrational
optimism", describing the crises and collapses faced by the financial market, paid attention to
how cultural traditions, rumors, speeches and statements of famous personalities, publications in
the media, etc. affect market processes. Thus, he considered the influence of the "crowd effect"”
on the economic behavior of people. Also in his work "From efficient markets theory to
behavioral finance" (Shiller, 2003), he proved by tests that market prices cannot be stationary,
and the level of asset volatility, which allows an investor to weigh the risks and reliability of their
investments, is often unpredictable.

One of the striking examples of the "crowd effect", the appearance of which is caused by
information cascades, is described in the work of Charles Mackay (Mackay, 1995)
"Extraordinary Popular Delusions & the Madness of Crowds". There he described the "soap
bubbles" that had appeared as a result of the successful spread of rumors about an agreement
between England and Spain to allow the last the unrestricted trade with Latin America. The
emphasis was on the possibility and necessity of creating joint stock companies, which will be
provided with profits from trade with the countries of South America, which are rich in gold and
silver deposits in Peru and Mexico. Thus the triumphant march of the South Seas Company
began, which proposed its famous plan to pay off the national debt. As a result, a bill was passed
that raised the value of the company's shares several times. Having succumbed to the general
excitement and the thirst for speculative profit, lovers of easy money lost about one and a half
million pounds.

Behavioral finance provides an explanation for the deviation of the fair or base value of an asset
from its market value. This branch of behavioral economics proves that the price of an asset
rarely reflects its real value. This is due to the fact that prices for assets, for example, for shares,
are not formed under the influence of fundamental macroeconomic indicators, but are influenced
by the emotional factor. For example, an unexplained rise in the value of shares and the formation
of a "soap bubble" can be caused not only by the "crowd effect”, but also by the "disposition
effect", which was described in the article by G. Shefrin and M. Statman (Shefrin, Statman, 1985)
"The disposition to sell winners too early and ride losers too long: Theory and evidence". This
effect is observed among investors and traders in the stock market. It consists in the fact that
investors (traders) receive less profit, because they hold (do not sell) stocks that are falling in
price until the last moment and sell stocks that are growing in price, although the rational
behavior is that falling stocks should be sold as early as possible, and stocks that are more
expensive are more prudent to be held back.

In this case, we should also mention the work by Andrei Shleifer (Shleifer, 2000) "Inefficient
markets: An introduction to behavioral finance", in which he considers the problem of the
influence of rationality (irrationality) of investors on the degree of market efficiency. He says
that the irrationality of investors and the correlation of their strategies lead to the emergence of
an ineffective market, therefore, portfolio management in such a market is an inappropriate
process. The phenomenon of market psychology or "marketing psychology" which examines the
psychological mechanisms that create price movement in the stock market, is considered by
L. Tvede (2002) in his work "The Psychology of Finance: Understanding the Behavioral
Dynamics of Markets, Revised Edition".

Particular attention should be paid to the noise trading theory which is based on two assumptions:
firstly, there are two types of operators functioning in the market - rational and irrational, and
secondly, decisions of rational investors are based only on fundamental information. Thus,
rational investors use only the data on the basis of which the pricing process can be justified.
Irrational investors, when perceiving information, pay attention not only to macroeconomic
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indicators or forecasts, but also include various emotional components in the basis of their
decision: attitude to a particular event, their own assumptions, reaction to rumors, etc. This theory
is especially relevant for the financial market, since despite the fact that its assumptions
contradict classical financial theories, the whole process of the stock market functioning
completely fits into its framework, although the behavior of this market is often impossible to
predict.

Thus, in recent decades, scientists have come to understand that rationality in the behavior of
both economic agents and the financial market (providing the spheres of any economic system)
often “does not work”. Increasingly, we are faced with irrational behavior of investors and
traders, which is explained by the influence of not economic, but psychological and social
factors. That is why it is necessary to apply the tools of behavioral economics and behavioral
finance in studies of the functioning of the financial market.

The study uses research methods such as analysis and synthesis, generalization, definition of
concepts, modeling.

3 Results and Discussion

When considering the influence of various psychological and social factors on the process of
market functioning and efficiency, it is first of all necessary to separate the actions of individual
economic agents and the collective actions of investors (traders).

Of course, many scientists are inclined to believe that it is the individual behavior of economic
agents that ultimately forms the model of behavior in the market. This is partly true, therefore, it
is necessary to take into account the fact that forecasting the dynamics of the financial market
will be based on the characteristics of the behavior of its participants and it is primarily due to
the influence of psychological mechanisms and factors.

In the case when it is necessary to predict the action of a specific market participant (this may be
a company manager, a large investor or a trader), it is advisable to draw up and consider his
approximate psychological portrait. This definition of the type of behavior contributes, firstly, to
winning negotiations, and, secondly, significantly increases the likelihood of making a forecast
for transactions and trades. An individual approach to assessing the behavior of an economic
agent assumes that typing is carried out according to the following criteria:

= life cycle stages;

= psychological type;

= type of temperament;
= archetype;

*  metaprogram.

It is these parameters that will determine a person as an active and effective participant in the
financial market, and will also help predict the possibility of impulsive actions and, in general,
determine the general strategy of behavior in the market.

The human life cycle is represented by four phases: origin (childhood), development
(adolescence), stability (maturity, adulthood) and decline (advanced age, old age). Of course, the
phase of Childhood does not interest us, because at this age a person cannot yet make economic
decisions. The same can be said about the phase of Old Age, when a person can no longer actively
participate in economic life, it is increasingly difficult for him to master new technologies (for
example, online auctions or auctions), to accept new forms of interaction between market
participants, etc. Thus, two middle phases - Youth and Maturity - will be of particular interest in
determining the psychological profile of a potential or real investor (trader). These phases are
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characterized by the desire to tap the market, and then become its effective participant. It is at a
young and mature age when a person strives to run into money, gain status and respect, acquire
connections, establish a business and increase income.

When considering psychotypes, attention is most often paid to the main seven ones: hysteroid,
epileptoid, paranoid, hyperthymic, hypothymic and emotive. In an individual assessment of
economic agents in the market, determining the psychotype is most important, since depending
on which radical turns out to be the leading one, the market participant will depend on the level
of his excitement or the degree of caution and the desire to avoid risks. Returning to the topic of
the influence of rumors and the formation of the "herd effect”, it is the assessment of potential
market participants by their prevailing psychotype that can make it possible to determine whether
certain participants will be exposed to pseudo-signals and become noise traders or remain
rational investors.

Of course, any psychotype can be a participant in the financial market, but the behavioral features
of each of them will be as follows:

= hysteroid is an excellent manipulator, he is distinguished by demonstrative behavior,
can fall under the influence of third-party players if their actions satisfy his ego, can
also make an impulsive deal under the influence of emotions;

= epileptoid is a fan of control, therefore, he will most likely be inclined to collect and
analyze fundamental information, he will check rumors, he seeks to systematize
everything, gets annoyed if the rules are violated;

= paranoid - a person of a goal, an excellent achiever, always effective, very energetic,
however, excessive stubbornness can lead to the loss of profits and unprofitable trades;

= schizoid - despite the fact that this radical is inclined to reflection and in-depth study of
an interesting subject for him, he is a master of finding an extraordinary solution to a
problem;

= hypertim - is not capable of deep analysis, since he is constantly distracted, but it will
be invaluable if it is necessary to form an information cascade, since he is perfectly able
to find an approach to anyone;

= hypotim - this radical is also called "alarming", since he is inclined to double-check the
data, relies on previous experience, is not inclined to rash actions;

= emotive - he is distinguished by an increased level of responsibility for others, it is quite
easy to manipulate him, he is easy money in the market.

In addition to the psychotype, as a rule, the types of temperament are also considered: sanguine,
choleric, phlegmatic and melancholic:

= a sanguine person is consistent in his activities in the market, he is not upset with
failures, his main goal is to make money, and he makes every effort for this, he is
characterized by a strategy of a balanced ratio of profit and risk;

= choleric is too hasty, he is not suitable for long-term positions, but he will be effective
in medium-term interday trading;

= aphlegmatic person knows how to wait; as a rule, he has good analytical skills, therefore
he makes decisions weighed and deliberate, which is why he is the most promising ally
and one of the most dangerous opponents on the market;

= melancholic is prone to impulsive and chaotic decisions, so short-term operations are
his niche.

It should also be noted that behavioral finance also distinguishes three types of traders in the
market:
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= intellectual player (active and passive) - makes quick decisions, but gets tired very
quickly;

= an intuitive trader - he knows how to play in conditions of uncertainty, despite his
nervous nature and a tendency to breakdowns;

= an instinctive trader - hard-working, but overly emotional, can be stubborn and implicit.

However, in our opinion, these features are considered more fully in the typology of radicals and
temperament, and will not play a special role in predicting market behavior.

Archetypes are usually viewed from the perspective of the archetypal square (circle) of Tom
Chetwynd (1993), which demonstrates the influence of the unconscious on human behavior at
various stages of his life cycle. T. Chetwynd built his model of the archetypal square (circle) on
the basis of the "archetypal constructions™ of C.G. Jung, who distinguished between the personal
unconscious, based on the life experience of an individual, and the collective unconscious
transmitted from generation to generation. Each of the four quadrants considered (Divine Child,
Wisdom, Power and Self) has a “light” and “dark” side.

Divine Child (prince/princess - vagrant/mean girl) is the archetype of the child. As well as in the
Childhood stage of the life cycle, a person of this archetype cannot yet be a market participant,
therefore, he is not of interest to us. As in the case of the Old Age phase of the life cycle, the
archetype of the Self (master/mistress - cannibal/terrible mother) does not interest us. People in
this archetype no longer want to earn anything, their desire is to keep what they have, so we will
not consider them either. Therefore, it is necessary to consider the features of the archetypes
Wisdom and Strength.

The Wisdom archetype (trickster / priestess - black magician/witch) is the phase of intellectual
development of both men and women. It is in this archetype that young people study science,
master new professions and look for ways to make money (but they easily abandon some in favor
of others, as they are “looking for themselves”). When moving to the dark side of the archetype
(black magician/witch), these people learn to manipulate people and build various schemes. It is
in this phase that economic agents entering the market gain experience and become powerful
players.

The Power archetype (warrior hunter - assassinfamazon) is a phase of strong material interest.
People in this archetype have already “played enough” with intellectual growth, settled on
a certain profession and now they are only improving their skills and acquiring new abilities that
will help them acquire status, position and money.

The last criterion we are considering in the psychological profile of a market participant is
a metaprogram, that is, a feature of a person’s way of thinking and actions, which will determine
his behavior. In general, there are more than fifty metaprograms, but it is for financial market
participants that two should be considered: referencing and "proactivity / self-reflection".

Referencing can be internal and external. Traders with internal referencing tend to be overly
stubborn as they rely solely on their own opinions. Traders with external referencing have two
directions: they listen to other people (that is, they can become a victim of manipulation) or rely
on facts and indicators (the most advantageous option).

The "Proactivity/Self-reflection" metaprogram will determine whether a trader is a person of
action, aimed at achieving, or he is the one who, before making a deal, collects the maximum
amount of information, but who needs to be pushed into action.

There is an opinion that traders in the financial market must have positive qualities, which in
a certain way will correlate with the success of their career. For example, a trader should not
strive to conquer the entire market and establish control over it, he should know his ability to
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take risks, should not be tied to the financial instruments already known to him, have the ability
to foresee several scenarios for the development of events, focus on the long term perspectives,
etc. These qualities form a trader's "trader optimism" capable of ensuring successful activities,
but practice shows that not all market participants have these abilities. For this, it is necessary to
use the theories of behavioral economics and behavioral finance in the financial market, since
they are the ones who explain the actions of investors (traders) in the market and help predict
their behavior in the future.

In addition, in practice, it is impossible to say unequivocally which psychological profile is ideal
for participating in operations in the financial market. All temperaments, psychotypes and
metaprograms are needed for certain phases of the financial process: some must be able to collect
information, others to analyze it, and still others to make decisions. Therefore, it is not possible
to say unequivocally who “can be allowed” to the financial market and who cannot. But it is
precisely the understanding of the characteristics of the behavior of investors (traders) in the
market that will help to largely explain their committed actions and predict the future.

Sumarizing what has been said above, we propose a scheme that is designed to show who is the
most effective in the market, based on the criteria considered. However, it should be noted right
away that the given model of “ideal participants” can be an object of discussion, since we have
already talked about the possible applicability of people with any psychological profiles in this
area of the economy.

Figure 1 - Correlation of psychological profile criteria for financial market participants
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Recent studies also show the need to consider the characteristics of the manifestation of
behavioral finance at the collective level, since collective assessments, for example, volatility
are usually more accurate than individual ones.

So, the collective decision-making process by investors (traders) in the financial market is
influenced by such factors as:

= presence and level of risk;

= access to the information;

= completeness of the information received;
= collusion between buyers and sellers.

These factors will shape rational or irrational behavior among market participants.

Rational behavior is characteristic of those spheres where industrial or production capital
functions (dominates). This behavior is characterized by the assessment of the probabilities of
the distribution of returns on investments and the determination of the fair value of the asset.
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Irrational behavior is typical for the spheres of the post-industrial economy, where cognitive
processes push participants to perceive and make subjective judgments. But the irrational
behavior of the collective is due precisely to the behavioral reactions of the members of this
collective. Individual behavioral response leads to a change in behavior in the group, and this, in
turn, determines the vector of collective behavior. These individual cognitive processes leading
to a change in perception include the following:

= heuristics (availability and representativeness);

= overconfidence;

= conservatism,;

= the desire to avoid loss;

= the desire to avoid disappointment and responsibility for the decisions made;
= framing;

= fixation.

These cognitive distortions lead to the formation of a certain style of behavior among investors
(traders) and ultimately contribute to the development of the market or the emergence of a crisis
init.

Note that the functioning of the financial market and the pricing process on it are influenced by
supply and demand, which, in turn, are influenced by economic and psychological factors that
determine the behavior of participants. It looks schematically as follows.

Figure 2 - Influence of factors on the process of the financial market functioning
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4 Conclusion

Today, we can say with confidence that behavioral economics and behavioral finance are the
leading trend in modern scientific research. This confirms the fact that the Nobel Prizes in
economics over the past two decades have been awarded specifically to studies of various aspects
of behavioral economics.

The theory of behavioral economics and behavioral finance has a great influence on the process
of functioning of the financial market, since they allow us to identify what caused this or that
behavior of investors (traders) in the market and what to expect from them in the future.
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The process of making economic decisions, regardless of which of the market participants makes
it, is subject to certain behavioral characteristics that lead to making mistakes. Among them are
the following:

= errors in the perception and processing of information;

= participants are exposed to information cascades;

= the probability of occurrence of familiar (or already occurring) events is estimated
higher than the probability of occurrence of an unfamiliar (hardly probable) event;
often, status is more important than the actual ratio of profit and loss;

overestimation of their own intellectual abilities and capabilities;

formation of incorrect conclusions for various subjective reasons;

belief in the ability to control random processes;

the belief that a certain mechanism of behavior will lead to an accurately predictable
result;

= exposure to the influence of the group.

These and other features were identified as a result of research in the framework of behavioral
economics and behavioral finance, which made it possible to understand the past behavior of
financial market subjects and make predictions of their future behavior. The practical
significance of these theories as a modern approach lies in the fact that their application makes
it possible not only to evaluate, but also to predict the investment preferences of investors
(traders), it allows you to control the budget and form the optimal structure of the organization's
capital and determine promising directions for the development of the public economy. This
approach explains many events in the market, predicts the behavior of participants in various
situations, and helps to develop effective strategies. Thus, the departure from rational behavior
and the acceptance of the irrationality of investors (traders) makes it possible to form effective
strategies in the market and improve the efficiency of the public economy management system.
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The innovative tools to support the employment of people with mental
illness in the context of psychiatric care reform in the Czech Republic

Vojtéch Beck, Ivo Skrabal

Abstract: The aim of the paper is to draw attention to the problem of employing people with
mental illness, when there is still no systemic tool in the Czech Republic to register this group
and provide targeted support for their employment. The paper highlights the vulnerability of
persons with disabilities in the context of unequal access to employment in the EU. The Czech
Republic is currently undergoing a reform of psychiatric care, which addresses not only changes
in the medical part of services, but also in the field of social services, education and employment.
The aim of these changes is to enable people with mental illness to function in mainstream society
as much as possible. The main prerequisite is to get a suitable job. Existing tools to support the
employment of people with mental illness are not sufficient and it is therefore desirable to support
the development of innovative tools that suitably complement the current tools of state
employment policy. The paper presents a proven innovative tool to support employment in the
form of the BEC model, which is based on the principle of supporting the employment of people
in cooperatives that employ paid entrepreneurs.

Keywords: BEC model, employment, mental illness, psychiatric care, Social Impact Voucher
JEL Classification: H59, 119, J14, 035

1 Introduction

The issue of employing people with mental illness is a very broad and urgent topic, which is
currently gaining in importance. The topicality of the topic results from the defined priorities of
strategic and development documents at the national level - National Action Plan for Mental
Health 2020 - 2030, National Strategy for Health Protection and Promotion and Disease
Prevention - Health 2020. The main goal is to draw attention to emphasis on the group of people
with mental illness, on existing barriers to employment in the European context, on emphasizing
new approaches in the context of psychiatric care reform and on the need to find new tools to
support employment. A partial goal is to present the BEC cooperative model as an innovative
tool for supporting employment in modern labour market conditions in the Czech Republic. To
achieve the goal, the method of descriptive analysis, deductive method and synthesis method are
used.

In the period after the COVID-19 pandemic, or in the meantime of individual waves of the
disease, many people are facing a difficult situation of losing their jobs. Unfortunately, this
situation is not avoided even by people with disabilities, who perceive the loss of employment
even worse. This situation has a very negative impact on people with mental illness, who
generally find it very difficult to get any job on the labour market, and the loss of a job often has
strong negative consequences for them, with an impact on their worsening illness and poor
mental condition. These people are at risk of falling, both health and social, as a result of losing
their jobs or long-term or repeated unemployment. In 2018, a total of 1,152 thousand were
registered in the Czech Republic. persons with disabilities, of which 172 thousand (15%) were
persons with mental illness or behaviour disorders. Most of these people end up at the labour
office, where there is no special register of people with mental illness, the labour office does not
monitor these characteristics and even the existing instruments of active employment policy are
not so purposefully and effectively used to support these people.
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2 The psychiatric care in the Czech Republic

In 2019, more than 637 thousand patients were registered with outpatient psychiatric service
providers. Compared to 2018, there was an increase of 13,636 patients (around 2%). Most
patients were aged 40-49 and 50-59, with 61% of women. In the Czech Republic, there are 100
thousand population of 5,962 patients treated in psychiatric outpatient clinics, with the highest
number of patients registered in Prague and the Olomouc Region. On the contrary, the fewest
patients were registered in the Central Bohemian Region. Most providers of outpatient
psychiatric services occur in the Capital City of Prague and the South Moravian Region. The
highest number of providers, per 100 thousand citizens, is in the Capital City of Prague and the
Olomouc Region.

Inpatient psychiatric care is provided in psychiatric hospitals and medical centers, of which there
are 22 in the Czech Republic. Of these, 12 hospitals are for adult patients, 3 hospitals for pediatric
patients, 3 addiction hospitals and 4 other psychiatric facilities. A total of 8,618 beds were
registered in these facilities. The number of beds in psychiatric facilities has been declining every
year since 2010, by about 1% a year. The highest number of beds is registered in the Vysocina
Region (1,303 beds), Prague (1,275 beds) and the Pilsen Region (1,210 beds). The least beds are
reported by the Pardubicky (36 beds) and Kralovéhradecky (56 beds) regions, no beds were
registered in the Liberec and Karlovy Vary regions.

In 2019, inpatient psychiatric care was provided in the psychiatric wards of 28 facilities. Most
beds are registered in Prague (320 beds), the South Moravian Region (174 beds) and the Hradec
Kralové Region (167 beds). The number of beds in psychiatric wards makes up about 5% of the
total number of beds. In the years 2010 - 2013 there was a slight decrease in the number of beds,
since 2014 the number of beds has fluctuated. The average length of hospitalization in psychiatric
wards in 2019 was 17 days, of which 15.7 days for men and 18.3 days for women. Disability
pensions paid in 2019 for psychiatric diagnoses were registered in the 1st degree 26,434, in the
2nd degree 13,610, in the 3rd degree 63,439. [8,9]

2.1 The reform of psychiatric care in the Czech Republic

The strategy of psychiatric care reform was approved by the Ministry of Health in October 2013.
Real implementation began in 2017 with support for the implementation of projects financed
from the European Investment and Structural Funds. The reform of psychiatric care is a systemic
change in the provision of psychiatric care, where the main goal is to increase its quality and
effectiveness and especially to increase the quality of life and reduce the stigma of people with
mental illness. Reform of psychiatric care is a complex and long-term process that includes not
only changes in the medical field of psychiatry or in the field of health care, but its successful
implementation also requires significant changes in other areas, such as social systems,
education, employment or legal the status of people with mental illness. The aim is to ensure
a sufficient offer of quality community social and other related services. The aim is to build and
develop mental health centers that reinforce the principle of a multidisciplinary approach. [5]

The National Action Plan for Mental Health 2020 - 2030 declares that mental health is a state
that enables people to live meaningful lives, happiness and fulfilling relationships, realize and
realize their own potential, work productively and contribute to the well-being of society. Mental
health care includes not only health services and social rehabilitation, but also stress and
psychosocial stress prevention, education and other key areas for people's lives, such as housing
and employment.

The purpose of the reform is to enable people with mental illness to live a free and full life.
Achieving this goal is not possible without profound structural changes in the care system,
without effective efforts to reduce stigma and discrimination against people with mental illness,
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and without the active involvement of people with mental illness in decision-making at all levels.
The global goal of the reform strategy is to improve the quality of life of people with mental
illness. The global goal is developed into seven strategic goals [6]:

= To increase the quality of psychiatric care by a systemic change in the organization of
its provision

= To reduce the stigma of the mentally ill and the field of psychiatry in general

= To increase user satisfaction with the psychiatric care provided

= Toincrease the effectiveness of psychiatric care by early diagnosis and identification of
hidden psychiatric illness

= To increase the success of the full integration of the mentally ill into society
(employment, housing, education, etc.)

= To improve the coherence of health, social and other related services

=  To humanize psychiatric care

The main volume of care for the mentally ill takes place in institutions. People with severe mental
disorders use the largest number of hospitalization days. There are practically no capacities
(services, experts, competencies) to take care of the mentally ill effectively in a normal
community environment. In the more economically developed EU countries, a wide range of
multidisciplinary community care services are available to people with mental illness, with most
people being treated outside of psychiatric hospitals. Psychiatric hospitals in these countries are
relatively small and close to communities, psychiatric beds are usually located in acute wards of
general hospitals and the length of hospitalization is as short as possible. The system of
psychiatric care in the Czech Republic is most similar to the countries of the former Soviet Union
and the Balkans. The system is characterized by a low share of psychiatry in total health
expenditures and concentrations of care in psychiatric hospitals. [7]

3 The employment of people with disabilities in the EU

The European Disability Forum points out that being a person with a disability continues to be
synonymous with an increased risk of poverty, unemployment and social exclusion. In April
2020, the European Disability Forum issued the Poverty and Social Exclusion of Persons with
Disabilities report, European Human Rights Report Issue 4-2020, which examines the living
standards of people with disabilities from EU countries, in particular experiences of poverty and
inclusion into society. The report focuses on the living standards of people with disabilities from
various social groups, and addresses the issue of unemployment for people with disabilities.

The report points out that 100 million people with disabilities live in EU countries, almost 30%
of whom are at risk of poverty. According to EDF, this number is expected to increase due to the
effects of the COVID-19 pandemic. All EU countries have adopted the United Nations
Convention on the Rights of Persons with Disabilities, in which they have committed themselves
to guaranteeing their rights, but not all countries have taken effective action. The report states
that people with disabilities still face a number of obstacles that affect their standard of living.
These are in particular [11]:

= Unequal access to employment

= Lack of educational opportunities

= Absence of providing a personal assistance service

= Failure to ensure adequate adjustments in the workplace

= Incompatibility of paid employment with the receipt of benefits

However, paid employment does not yet guarantee protection against poverty. People with
disabilities have to pay additional costs related to their disability. However, paid employment
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may not sufficiently cover these expenses and, in the end, their standard of living may be worse
because they have paid employment.

According to the EDF report, the following are most exposed to the risk of poverty:

Young people with disabilities

People with disabilities among ethnic minorities

People with disabilities not born in the EU

People with disabilities living in small towns and in the countryside
Women are more at risk of poverty than men

The EDF calls on the EU and Member States' legislators to take the necessary measures and
address the situation of people with disabilities effectively. Legislation to protect people with
disabilities from discrimination, introduce special employment support programs, minimize
additional costs for people with disabilities, invest in adapting structures and services that are
commonly available to the majority society. [11]

Across the EU, persons with disabilities are far less likely to be employed than persons without
disabilities. On average, only 50,8 % of persons with disabilities are in employment, compared
to 74,8 % for persons without disabilities. Unemployment is of course only one of several factors
affecting the risk of poverty and social exclusion, and having a job is by no means a guarantee
of avoiding poverty. Nevertheless, inclusion in the labour market undoubtedly still has
a significant role to play in improving outcomes regarding poverty and social exclusion.

While the average EU employment rate for persons with disabilities is already low, in certain EU
Member States the situation appears worse than in others. EU figures show Ireland to be the
country with the lowest employment rate of persons with disabilities, at 32,3 %. By contrast
Estonia (62,15 %), Latvia (61,75 %) and Denmark (58,1 %) are among the countries with the
highest employment rate of persons with disabilities. The Czech Republic achieves at 50,2 %.

(3]

The interesting point of view is to compare member states of the EU with the biggest gaps
between persons with disabilities and the general population. The country with the largest
difference in percentage points is Ireland, where persons with disabilities are a staggering 42,1
pp less likely to be employed than persons without disabilities. The following countries are Malta
(36 pp), Bulgaria (34,2 pp) and Croatia (32,1 pp). By contrast Italy (13 pp), Luxembourg (15,3
pp) and Latvia (17,3 pp) are among the countries with the smallest difference in percentage
points. The Czech Republic achieves 30,4 pp.

On average only 48,3 % of women with disabilities are in employment in the EU, compared with
53,3 % of men. In Malta, 2017 EU figures show that women with disabilities were 20,5
percentage points less likely to be employed than men with disabilities. Other countries where
women with disabilities are far less likely than men to have jobs are Italy (17,1 pp), Luxembourg
(15 pp), Romania (14,6 pp), Denmark (12,4 pp). In only four countries are women with
disabilities more likely to be employed than men with disabilities. [3]

Significant is the impact of type of disability on employment rates. Statistics collected in Spain
suggest that the type of disability has a significant impact on employment levels. People with
psychosocial disabilities were shown to be the most affected by unemployment, with an
estimated employment rate of only 18 % in Spain.

There are a huge number of barriers to employment and here are some of the most frequent issues
persons with disabilities face:
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= Incompatible benefits — the lack of flexibility in disability benefit entitlement affects
employment. Taking up paid work often results in the irreversible loss of benefits, and
thus the loss of a person’s safety net. Persons with disabilities are particularly prone to
in-work poverty. In fact, figures from 2018 show that 11 % nof working persons with
disabilities in the EU were at risk of in-work poverty, compared to 9,1 % for those
without disabilities.

= Lack of assistance and/or support — a significant barrier is the provision of personal
assistance. In countries, even if personal assistance can sometimes be provided, there
are restrictive rules on how much time they can dedicate to assistance in the workplace.

= Lack of sign language interpretation

= Absence of reasonable accommodation

= Lack of opportunities in education — persons with disabilities in the EU are shown to be
on average 10,1 pp more likely to be early school leavers than the general population,
and 10,5 pp less likely to complete tertiary education. There is lack of support for
students with disabilities in most mainstream educational setings. Quality education is
naturally a prerequisite for entering most labour market sectors, meaning exclusion from
mainstream education puts persons with disabilities at a huge disadvantage. [3]

4 The employment of people with mental illness

As mentioned above, one of the strategic goals of the psychiatric care reform is also to strive for
the integration of people with mental illness into society and to create conditions for their
meaningful lives. For this to really happen, it is necessary to support the area of employment of
these people, who are stigmatized and neglected in the labour market for a long time as a result
of their illness.

The following graph provides an overview of the development of the structure of job seekers in
the records of the labour office, where it compares the total numbers of unemployed in individual
years with the numbers of unemployed people with disabilities. Unfortunately, the Labour Office
does not record statistics that would record the number of unemployed according to individual
types of disability.
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Figure 1 — The structure of job seekers in the records of the labour office in the years 2010
— 2019 (in thousands)
Source: Statisticka ro¢enka Ceské republiky 2020, CSU (2021)
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Work is an important factor in mental health and a socially integrating force. When people are
excluded from the labour market, they suffer from material deprivation, self-confidence, feelings
of isolation and marginalization, and these are key risk factors for people with mental illness.
Mental illness is difficult for the majority society to understand. It manifests itself differently
than physical disability. Stigmatization, which is significantly associated with mental illness, is
one of the reasons for the low success of people with mental health problems in the regular labour
market. People with mental illness are sometimes referred to as “problem workers" because they
temporarily or permanently demonstrate certain personality traits, unusualness, or atypicalities
in their behavior and actions.

Statistical data show that among the population of the Czech Republic, about 13% are people
with disabilities. These people are more likely to receive lower education. Two thirds of them do
not have a high school diploma. 19% of people with disabilities work. The majority (59%) of
people with disabilities receive a retirement pension and do not work. Almost a third of people
with disabilities are recipients of a disability pension, one in three of whom works. Most
importantly, people with disabilities are limited in their ability to pursue their hobbies and
hobbies and find and keep a job, which is increasingly troubling younger people in particular.

[2]

One of the organizations that help people with mental illness and creates an adequate job for
them is the non-profit organization MENS SANA based in Ostrava. It has been providing
professional services to people with mental iliness for 25 years and to people with traumatic brain
damage for 10 years. The main field of activity of the organization is the provision of registered
social services - social rehabilitation and support of independent living in accordance with the
Act on Social Services. It also offers people with disabilities cognitive rehabilitation in the
Memory Training Center, sociotherapeutic and educational programs, leisure activities and
occupational rehabilitation. It deals with the prevention of negative phenomena in society and
public education in the field of mental health. The company is a responsible employer that
employs people with disabilities and disadvantages, especially people with mental illness. In
2017, MENS SANA founded the social enterprise BOTUMY.
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Figure 2 — The number of employees in occupational rehabilitation and PEER consultants
of the company MENS SANA in the years 2016 — 2021
Source: Internal statistical data of the MENS SANA
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To employ this target group, the organization seeks to secure funding from a variety of sources
and grant titles. Thanks to participation in the implementation of EU projects, it was possible to
employ people with mental illness in 2018-2020, who were helped by the project called
“Breaking down Barriers” to return to work after a long time. Thanks to the project, it was
possible to employ people with mental illness as peer consultants, which are people who have
experienced with mental illness themselves, their health is compensated and can thus help other
people with mental illness. As Figure 2 illustrates, most people in the position of PEER
consultants were employed by the organization in 2018.

To support the employment of people with mental illness, MENS SANA also tries to use the
tools of active employment policy through the employment office. Unfortunately, objectively,
the volume of funds allocated to active employment policy instruments decreases over the years,
which directly affects the declining trend in the number of people that the organization can afford
to employ. While in 2017 it still employed 13 people with mental illness for community service,
in 2020 it was only one person. The same is true of another tool in the form of occupational
rehabilitation, where the number of jobs is constantly declining every year due to declining
financial support from the employment office.

Supporting the employment of people with mental illness is also a very strong element by which
MENS SANA has long contributed to social responsibility. All financial support that can be
obtained is limited in time, usually for one year and carries with it the risk that if it fails to obtain
financial support in the following year, then unfortunately the organization is forced to release
people with mental illness with all consequences.

Due to the complete inflexibility and rigidity of state administration and territorial self-
government, the non-profit organization try to look for other alternative tools to support
employment and establish cooperation with innovative organizations and companies.
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5 The innovative models of the employment of people with disabilities

BEC Druzstvo is a Business and Employment Co-operative (BEC) that operates in the Olomouc
and Moravian-Silesian Region, which are the regions with one of the highest unemployment rate
in the Czech Republic. BEC Druzstvo was formally established in January 2012 by three
founding members, even if the idea of founding a BEC dates back to 2004, thanks to the meeting
with similar cooperatives in France, Spain, and Sweden. Until 2012, the BEC operates as an
social business oriented entity because it took several years to clarify the procedure to establish
a cooperative in the Czech legislation because there was no specific legislation about social
enterpreneurship in the country (the legal act was still not announced).

The first BEC was created in Lyon, France, in 1994 (where it is called: Coopérative d’Activités
et d’Emploi, CAE), to answer the social need of isolated self-entrepreneurs and offer them a
valid alternative to the individual creation of an enterprise allowing testing a project within the
framework of a shared company, the cooperative. In France, at an operating level, the new
entrepreneur who enters a BEC benefits from a legal framework and social protection through
the acquisition of the status of “employee entrepreneur” (LOI n°® 2014-856 du 31 juillet 2014
relative a I’économie sociale et solidaire or Loi Hamon) signing a CESA (Contrat d’entrepreneur
salarié associé, Contract of employee entrepreneur member), a contract with essentially the same
characteristics as a permanent contract.[4]

Figure 3 - The model CAE
Source: Own processing
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A BEC is then an entrepreneurial platform supporting entrepreneurs in many ways: legal,
administrative, and accounting management, entrepreneurial education (e.g. in communication,
marketing, sales, etc.), experiences sharing with other entrepreneurs, and participation in the
governance. The entrepreneur keeps his autonomy in the management of his business (brand
name, customer management, fare’s definition, etc.), but at the same time becomes an employee
of the cooperative, where he can even practice “multi-activity”, which means that he can put in
place different and various economic activities.

The main objective of BEC Druzstvo is to support employment through the implementation of
the BEC methodology. It focuses on supporting the development of micro-businesses of
disadvantaged people, especially the unemployed people, with the disabilities but also people
without stable work and people that desire to legalize their activities coming out from undeclared
work.

People that are disadvantaged or has a disabilities usually face discouraging conditions to enter
in the labour market, which are isolation, lack of ambition, knowledge, and confidence needed
to develop a business career. In this context, BEC Druzstvo has the purpose to set up a sustainable
model to support disadvantaged people in the transition from inactivity to employment in the
frame of a cooperative providing a safe environment to experiment with new business idea. The
cooperative acts as a non-traditional business incubator for new entrepreneurs where
disadvantaged people have the opportunity to test their business idea with the support of experts
and a group of peers who are dealing with similar problems while benefiting from appropriate
working conditions and a secure income both provided by the BEC. For this reason, BEC
participants are also called “paid entrepreneurs”. Their economic model is based on 60-70% of
public resources (regional authorities offices, EU Minister of Social Affairs and Employment)
and 30-40% of own resources, of which 10-13% from the turnover of workers testing their
activity in the cooperative and the remaining is covered by the sale of services and products to
consumers. They are searching for new ways to fund them: social funds, establish a foundation
to support entrepreneurs’ wages, public and private investors. The total net turnover they
achieved is about 130k euros. [10]

Following the French pathway, when disadvantaged or unemployed people enter the BEC they
have to go through three phases: preparation, testing a business, and independent business
activities. During Covid-19, BEC had problems with the incubation of new projects, and 2020
was affected by a decline of 20% of the revenue. In the preparation phase, BEC participants are
trained on how to become an entrepreneur via interactive educational programs and training
approaches that include business support (law, marketing, sales, identifying clients, ...),
counselling, exchange and dissemination of examples of good practice, and innovation in social
entrepreneurship. In the second phase, they become employees of the cooperative and have from
6 to 12 months salaries so called “paid entrepreneurs” to verify whether their business is
competitive in the real market testing their business plan and selling their services or products.
During this testing phase, entrepreneurs receive a salary for 6 to 12 months even if their activity
is not making profits. In the end of this phase advisers from BEC DruZzstvo in cooperation with
the testing entrepreneurs analyse the results of their activity and if it is sustainable. If the business
activity is viable, entrepreneurs have two choices in the third phase of their incubation: become
self-employed and enter independently in the labour market to develop it; if they have produced
profit during the testing phase, they can choose to use this profit to prologue their permanence
in the cooperative, and develop their business activity within the cooperative as employees and
in meantime become full member participating in the cooperative development. Since the
beginning of their activity, BEC has employed 5-10 entrepreneurs each year. Most of their
participants come from one of the 14 Labour Office presented in each Czechia region.
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Thanks to this structure, the cooperative is the combination of micro-enterprises that together
form one multi-activity enterprise whose members provide a mutually supportive environment
for each other. The primary BEC goal to support business activities in rural areas, regardless of
their legal form, and ensure the long-term sustainability of created jobs, developing and
expanding business skills, implies that BEC has to offer to the external national market a wide
range of business activities in many fields (accounting, manicure, massage, education, crafts,

)

In Czech society, the BEC represents an innovative incubator for entrepreneurs. The BEC
method is a commonly and participatory approach where groups of entrepreneurs are trained
together in gaining entrepreneurial skills through training, coaching, and mentoring, supporting
a valuable knowledge transfer. Then, BEC enables entrepreneurs to experiment with their
business idea while benefiting from a secure income, unlike already existing business support
instruments that do not focus on stabilizing the incomes for start-up entrepreneurs in their early
days. And once the business is established the entrepreneur is not forced to leave and set up
independently but can stay and become a full member of the co-operative. [10]

This approach leads to long-term stabilization and development of entrepreneurial activities and
self-employment with a success rate of new business created around 40% (against the 16% of
unemployed people supported by Active employment policy implemented by government-based
Labour offices in the Czech Republic) based on a turnover of 5-10 entrepreneurs incubated each
year (for a total of 65 “paid entrepreneurs” in total till the end of 2020). In this way, the BEC
support system is an example of an active policy for disadvantaged workers because it reduces
the amount of undeclared work and helps people to stop being dependent on minimum social
benefits, with an actual save of money for the Government (saving more than 60% of
expenditures). Moreover, the choice to improve the business performance of disadvantaged
people especially in rural areas, where most of the people are unemployed, provides an increase
in economic activity and helps maintain a social life in rural areas.

In the present time is supporting this BEC model by implementing the Social Impact Vouchers
(SIV) programme in the Czech Republic which are set up as the employment vouchers that have
a social impact on the labour market. In the current time is the system of the Social impact
vouchers presenting and implementing on the website (https://pracuj-podnikej.cz). The
innovative voucher system brings together employee seeking companies as well BEC
cooperative providers and job seeking disadvantaged people in a very simple way. The free and
uncomplicated employment vouchers enable companies and applicants to get to know each other
and test each other with the aim of creation of the permanent employment. [10]

SIV is a new additional opportunity to test and hire exceptional and motivated employees and
self-employees/new entrepreneurs. A specific project related to undeclared work is SIV
(SOCIAL IMPACT VOUCHERS) financed by Interreg Central Europe programme, eight
countries in Central Europe are testing the innovative project simultaneously and jointly. In their
cooperation, they benefit from each other‘s country-specific innovations and special features.
The project aims to develop their entrepreneurship in Czech-Republic supporting their transition
from informal workers to formal workers. See more (https://www.interreg-
central.eu/Content.Node/SIV-.html).

For applicants with limitations (disadvantaged usually on the labour market), SIV offers an
authentic platform to introduce themselves to companies with their strengths and weaknesses
and to prove themselves in a test phase.

The innovative vouchers will be financed by a INNOFUND endowment fund which is set up as
a social impact fund, which is funded by private entities, crowdfunding and donations.
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All applicants will be coached, prepare for integration on the labour market without the pressure
of state job brokers or job agencies. Based on free of charge support in a testing phase with the
help of a voucher. During this period, applicants will receive payment on a wage basis.

6 Conclusion

The position of people with disabilities, and especially people with mental illness, is unequal in
society. These people face considerable stigma due to their health restrictions and this has direct
consequences for their quality of life, difficult access to education, employment, etc. In terms of
the representation of these people in the majority society, it is a marginalized social group, there
are no specific tools to support them in the labour market, which would reflect their specific
personal needs and thus enable the systematic employment of these people with the necessary
sustainability. Fortunately, there are employers - organizations, companies that create job
opportunities for people with mental illness, despite the great annual uncertainty in terms of
supporting their activities from the usual instruments, which are financed from public budgets.
In the Czech Republic, there are people and non-profit organizations that are trying to come up
with new innovative methods and approaches to help support the employment of people and
groups that are on the margins of interest. One of the innovative tools, which draws on experience
from abroad, is the BEC model of the cooperative, which was pilot-tested on specific examples
of clients. So far, however, this tool is struggling for its recognition in the Czech Republic at the
level of state administration and self-government in order to become a full-fledged support tool,
complementary to existing resources.

The article shows a year-on-year increase in the number of people who are experiencing
manifestations of a mental illness and require the visit of an outpatient specialist in psychiatry.
Conclusions at European level also point to the urgency of tackling the problem of stigmatization
and social exclusion of people with disabilities, with an emphasis on unequal access to
employment. One of the strategic goals of the ongoing reform of psychiatric care in the Czech
Republic is to increase the success of the full integration of the mentally ill into society, including
support for the employment of these people. The BEC model of cooperatives was introduced as
a non-traditional business incubator, which offers a completely different and innovative approach
to employing people with disabilities. Because the philosophy of this new approach is shared in
the Czech Republic "only" by a relatively small team of people, organizations and companies, it
is a general effort to spread this concept across companies and seek systemic support from the
public and business sector, which is a way to effectively, socially and economically support this
project for the benefit of affected groups and society as a whole.
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Real estate tax in the budgets of Czech municipalities

JiFi Befica, Marcela Vasatova

Abstract: The Czech Republic is characterized by a very fragmented settlement structure,
characterized by many small municipalities (up to a thousand inhabitants). One of the few ways
to increase the amount of funds in the municipal budget is the introduction of a local coefficient
according to § 12, Act No. 338/1992 Coll. on real estate tax. The paper evaluates the role of real
estate tax in 2013-2020 from three perspectives: 1) according to the role of real estate tax (DzNV)
in the budgets of municipalities in the Czech Republic; 2) according to the number of established
local coefficients according to the size structure of municipalities; 3) according to the number of
established local coefficients in municipalities within the territorial jurisdiction of the region of
the Czech Republic in which the municipality is located. The analysis show that the share of the
tax decreases in the observed period, although the collection of real estate tax itself increases
over time. The number of introduced local coefficients in municipalities in the monitored period
increased by 2.2% and the highest average growth rate in introduction was found in
municipalities with less than 1,000 inhabitants. The regional comparison showed that the most
frequently used local coefficient has the value "2", but the share of municipalities with the
established local coefficient is not comparable in the regions. The municipalities within the
Central Bohemian Region most often introduce a higher local coefficient, while the smallest
share is observed in municipalities in the Pardubice Region.

Keywords: Czech Republic, municipality, public budget, real estate tax, region,

JEL Classification: H71, J18, M48, D72

1 Introduction

Territorial self-government and its role have undergone several changes in the territory of today's
Czech Republic in the last hundred years. We can talk both about extremely centralizing
tendencies, which led to the reduction of self-government status and autonomy of individual
units (after 1948 and then in the 70s and 80s of the 20th century) to the opposite, strongly
decentralizing tendencies, which are characterized by significant autonomy (in the period the so-
called First Republic or since the 1990s). The growing role of decentralization in many Western
countries is supported by the development of the theory of fiscal federalism, which first appeared
in literature shortly after World War 11 (Musgrave, 1994) and gradually developed throughout
the second half of the 20th century. Most authors understand the theory of fiscal federalism as
a system of redistribution of public funds, the purpose of which is to allow different groups living
in different areas (states, regions, municipalities) to express their preferences regarding the
demand for public goods. In practice, there are geographical differences in the supply of public
services, which is closely related to securing their financing. One of the possibilities of financing
these services is through additional taxation in a defined area (Radvan, 2012), which is possible
in the current Czech Republic, for example, through the introduction of a local coefficient
according to § 12, Act No. 338/1992 Coll., On real estate tax ( DzNV), where the revenue from
this tax is 100% transferred (entrusted) to the budget of self-governing municipalities by the
financial administration (Act No. 243/2000 Coll.). Among Czech authors, for example, Pekova
states that fiscal federalism deals, among other things, with the theoretical justification of the
optimal allocation of public revenues and public expenditures to the budgets of individual
government levels, including optimizing financial relations between them in practical budget
policy to increase allocation efficiency (Pekova, 2008 , 390).
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Given that the real estate tax and the revenue from this tax is fully allocated to the budget of the
municipality in which the taxed real estate is located, the aim of the paper is to assess the role of
real estate tax (DzNV): 1) in the context of total tax revenue in the Czech Republic, including
the role in municipal budgets in 2013-2019; 2) according to the number of established local
coefficients according to the size structure of municipalities; 3) according to the number of
established local coefficients in municipalities within the territorial jurisdiction of the region of
the Czech Republic in which the municipality is located.

These three views were formulated based on partial outputs of professional articles by various
authors within the subject area, which are listed in the literature review below. Within the
individual regions of the Czech Republic, a different approach of municipalities to the use of real
estate tax is not expected according to the size structure of municipalities and territorial
jurisdiction within the Czech regions, as the amount of real estate tax is generally not a
fundamental income for municipal budgets. confirm the results of the analysis within the first
formulated view. The selection of a longer monitoring period of 2013-2020 should show a
different approach of elected municipal bodies in the subject matter and at least partially show
different approaches of municipal councils operating in a total of three different election periods
(period 2010-2014; 2014-2018; 2018-2022). The municipality may, by its decision (elected
municipal council), introduce a coefficient of 2, 3, 4 or 5 by means of a generally binding decree
and thus directly partially influence the amount of income from real estate tax. The municipal
council will thus secure additional funds for its budget, as they are an interesting opportunity for
it. By using this option, the real estate tax can become not only a permanent but also a certain
income of the municipal budget, but also a fiscal instrument of municipal policy. Due to the
impossibility to influence other tax revenues of the municipal budget, it can be assumed that the
use of this legal option for real estate tax will grow in municipalities over time.

The real estate tax is an exclusive tax in the Czech Republic and, like shared taxes and fee
income, enters the budgets of municipalities as tax revenues, which represent one of the most
important sources of municipal income. The number of individual types of revenues in municipal
budgets is shown by Tomaének (2017) and evaluates their stability in the size categories of
municipalities. Sedmihradska and Bako$ (2016) show the impact of increased tax autonomy in
the tax revenues of municipalities. Zdrazil and Pernica (2018) look at the real estate tax in the
context of quality of life in municipalities. Janouskova and Sobotovi¢ova (2016) view the tax as
a tool for fiscal decentralization. Pfeifer et al. (2020), resp. Kukalova et al. (2021) then evaluate
the use of coefficients for real estate tax on a sample of selected cities in the Czech Republic.
Sobotovicova and Janouskova (2017, 2020) also reflect on the specifics and regional differences
of municipalities in the Czech Republic. Vavrek and Admisin (2018) not only put property taxes
in context within municipal budgets in Slovakia. The effectiveness of the use of tax coefficients
in Slovakia is then examined by Balazova, Bulla and Papcunova (2017). Vavrek (2018) also
works with property taxes in the context of the financial health of municipalities and in the
context of the economic potential of regions.

From the list of authors and their focus, it can be seen, that the role of real estate tax in municipal
budgets is a grateful topic that can be perceived from different angles. This is due to the
construction of the real estate tax, which is the only one for the municipalities to have a way to
influence the amount of the tax, and thus the amount of their revenues to the budget, through
their own decision. Due to the circumstances regarding the amount of other revenues in the
budgets of municipalities, an increasing number of municipalities and cities are considering
the possibility of increasing the revenue from real estate tax. This is done through a local
coefficient, mostly to cover expenses related to the need to ensure the renewal of infrastructure,
to maintain the development of tourism, restoration and reconstruction of facilities, improvement
of civic amenities, to cover increased costs of waste management or other reasons.
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2 Material and Methods

The introduction of a local coefficient for real estate tax was made possible for the first time by
Act No. 261/2007 Coll., On the stabilization of public budgets only from 2009. Until the end of
2020, the municipality could set a local coefficient municipality of 2, 3, 4 or 5, but excluding the
taxation of arable land, hop gardens, vineyards, gardens, orchards and permanent grassland. The
original Real Estate Tax Act has already undergone 39 amendments since its inception in 1992,
the latest amendment being Act No. 609/2020 Coll., Which amends some tax laws and some
other acts, and the sixth part of which an amendment to the Real Estate Tax Act is also included.
This concerns in particular the local coefficient in § 12, where it is stated that the municipality
may, on the basis of its decision and by means of a generally binding decree, set a coefficient of
2, 3, 4,5 and thus increase the tax by multiples of whole numbers, only in one amount for all
real estate in the territory of the municipality, except for arable land, hop gardens, vineyards,
gardens, orchards and permanent grassland. From 1 January 2021, the authority of municipalities
is extended and the municipality is entitled (not obliged) to set a local coefficient not only for
the whole municipality but also for individual parts of the municipality and it is possible to
introduce a coefficient not only in whole numbers, but the coefficient can be set at one decimal
place, which may not be such a visible change for property owners at first sight, but which will
financially affect their overall taxation.

The period 2013-2020 was chosen for the practical part of the paper, due to the availability of
data from the General Finance Directorate on all municipalities that used the opportunity to
increase the value of real estate tax through a local coefficient in the legal range of 2, 3, 4 and 5.
It also works with data from the websites of the Czech Statistical Office (CSO) for the same
period, which contain data on the number of inhabitants of municipalities, numerical designation
of municipalities, their classification into LAUL (districts) and NUTS3 (regions). The obtained
databases of both institutions were interconnected in the IDEA system according to the key value
(unique identifier), which is the numerical designation of municipalities from the Code of
Municipalities used by the CZSO. The codes of districts and regions on whose territory the
municipalities are located and the number of inhabitants of the municipalities were assigned to
individual municipalities that used the possibility to determine the local coefficient. The data
were processed so that some of them could be used in the QGIS system, the output of which is a
map showing the individual amounts (values) of local coefficients in the municipalities of the
Czech Republic. In 2013, the data of the financial administration also included the city districts
of Pardubice, Usti and Labem and Liberec, the data of this year are included in the tables as
provided by the financial administration, so it is possible that the total number of municipalities
that have a local coefficient in 2013, they may differ from other sources, where these
municipalities would be counted only once. If the number of inhabitants in municipalities and
regions is stated, it is drawn as of 1 January 2020 from the Czech Statistical Office. When setting
hypotheses, a difference of five percent was chosen to determine a possible insignificant
deviation. The following three hypotheses are verified in the paper:

Hypothesis H1: In individual categories of municipalities according to the size of the population
in municipalities, no significant differences can be observed in the percentage of the number of
municipalities that have decided to introduce a higher local coefficient. The difference of + - 5%
compared to the observed average in the categories of municipalities according to the number of
inhabitants that introduced the local coefficient is a fundamental difference.

Hypothesis H2: In individual regions, no significant differences can be observed in the
percentage of the number of municipalities that have decided to introduce a higher local
coefficient. The difference of + - 5% compared to the observed average for all regions of the
Czech Republic is a fundamental difference.
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Hypothesis H3: The growth of the role of real estate tax through local coefficients is reflected in
the growth of the number of introduced local coefficients within the values of 2, 3, 4 and 5.

For the analysis of changes in the use of the local coefficient by individual municipalities in the
Czech Republic, two criteria of classification of municipalities are used, namely classification
according to regions in whose administrative district the municipality is located and classification
according to population in the municipality, broken down by the Real Estate Tax Act.

3 Results and Discussion

The results are divided into three parts. The first part deals with the role of real estate tax in the
context of the collection of all taxes in the Czech Republic and the role of real estate tax in the
tax and total revenues in the budgets of municipalities, of which it is the sole revenue. The second
part deals with the evaluation of the number of local coefficients according to § 12, the Real
Estate Tax Act in the budgets of municipalities according to the size structure of municipalities
in the Czech Republic, which is used by the Real Estate Tax Act. The third part shows the results
regarding the number of established local real estate tax coefficients in municipalities according
to geographical affiliation within individual regions of the Czech Republic.

3.1 The role of real estate tax in the budgets of Czech municipalities

The share of real estate tax collection in the total collection of taxes by tax authorities is shown
in Table one, which shows the collection of all taxes, real estate tax collection and the percentage
share of real estate tax collection in the total collection of all taxes in the period years 2013 -
2019.

Table 1 - The share of DzNV collection in the total tax collection in 2013 - 2019

::”Z”;'”'O”S B 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
610 639 610 732 795 853 906
All taxes

603 007 603 202 573 728 948
9847 9910 10313 | 10582 | 10758 | 10829 | 10935

Real estate tax
(DzNV)

Share in %
(DzNV)

Source: Own processing. Reports on the activities of the financial and customs administration

1,61 1,55 1,69 1,45 1,35 1,27 1,21

The table shows that the share of real estate tax collection is marginal in relation to the collection
of all taxes and ranges from 1.69% to 1.21% in the total collection of taxes. The share has a
declining trend outside 2015, although the total revenue from real estate tax is growing over time.
However, the total revenue from the collection of real estate tax is slower than the growth of
other taxes (especially income tax and general excise duty) and the share of real estate tax in
public budgets is thus gradually degrading. This is also confirmed by the values of the shares of
real estate tax in the tax and total revenues of municipalities after consolidation in 2013-2019,
which is shown in table number two.
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Table 2 - The role of real estate tax on tax and total revenues of municipalities in 2013-2019

g‘znll'"'o”s of 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019

Al tax revenues 161 170 175 190 206 226 245
726 087 394 751 316 220 199

Of which Real

oot tax (DaNy) | 9736 | 9974 | 10334 | 10586 | 10765 | 10856 | 10909

Total municipal 261 277 287 282 297 334 364

revenues 095 717 692 031 635 633 589

Share (DZNV/tax | ¢4 | 585 | 589 | 555 |52 |48 |445

revenues) in %

Share (DzNV/total

revenues) in % 373 | 359 |359 |375 |362 |324 | 299

Source: Own processing

From table number two, it is clear, that the share of real estate tax revenues in tax revenues in
the monitored period ranges from 6.02% in 2013 to 4.45% in 2019. The reason for the decrease
is the fact that although both revenues are growing (excluding total revenues in 2016), tax
revenues are growing more progressively than real estate tax revenues. The continuous growth
of tax revenues in the period under review confirms that the economy in the Czech Republic was
in the phase of the economic cycle, which is called the boom or expansion. Revenue from real
estate tax accounted for only 3.73% of the total revenues of municipalities in the period under
review and decreased to 2.99% in 2019. From the individual values, it is clear at first sight that
the revenue represented by collection Real estate tax is a rather marginal issue for municipalities
in terms of total and tax revenues.

3.2 Evaluation of the number of local coefficients according to the number of inhabitants
in municipalities

At the beginning of the observed period, a total of 508 municipalities (city districts) used the
possibility to influence the amount of real estate tax by setting different amounts of the local
coefficient, which is 8.1% of the total number of municipalities in the Czech Republic.

Table 3 - Number of municipalities with established local coefficient in the Czech Republic
according to the size category of municipalities in 2013 - 2020

2013 2014 2015 2016 2017 2018 2019 2020
velikost obei pocetobei | % [ pocetobei [ % | potetobei [ % |pocetobei | % |pocetobeif % [ pocetobei | % | pocetobei [ % |pocetobei | %
vsech]s MK] podil |viech]s MK| podil [vsech]s MK podil [viecHls MK| pail [vsech] MK| pacil [vsech s MK| podil [viech] s MK] podil [viech]s MKpodil |
40 1000 obyvatel 4829] 242] 5,0%| 4825 259]5.4% | 4819] 263[5,5% |4824] 282[5.8% | 4814] 3056.3% | 4803 310] 6.5%) 4786] 313[ 6,5%| 4775] 350] 7.3%
1001 do 6000 obyvatel | 1200] 184]15,3% | 1204] 186|15,4%] 1210] 186]15,49%| 1210| 203]16,8%] 1219| 208|17,19%] 1230] 212[17,2%| 1246] 212]17.0%] 1257| 222]17,7%
5001 do 10000 obyvatel o1| 25275%| o] 2s|ors%| o1 os|orswe| 91| 27[oows| o3| 27[oo.0%| 2| 27]293w| 94| 27[287| 95| 29[305%
10001 do 25000 obyvatel | 85| 28[32.9%| 85 29[34.1%| 89| 2932,6%| 88| 29[33.0%| 87| 29[333%| 88| 28[3Le%| 87| 28]322%] 86| 30]349%]
25001 do 50000 obyvatel | 18] 6[333%| 18] 6[333%| 14| 6[42.9%| 15| 7|d67%| 15| 7[467%| 15|  7[46.1%| 14  7]500% 14| 7]500%
nad 50001 obyvatel
statuténi mésta, Podébrady, | g o379 300| 20| olanov| 20| o[3L0%| 20| 10[345%| 29| 10[345%| 29| ofanow| 30| of3o0%| 30| 930.0%
Frantiskovy Lazné,
Luhatovice; Marinské Lizng
celkem obei 6253] 508]8.1% | 6253] 514]8.2% | 6253]516 [8.3% | 6258] 556]8.9% | 6258560 |9.4% | 6258 593] 0.5%) 6258 596| 9,5%| 6256 647]10.3%

Source: Own processing

Notes: Velikost obci — The size of municipalities (inhabitants); pocet obci — number of
municipalities; vSech — all municipalities; s MK — municipalities with local coefficient, ndriist —
increase; podil — share in %
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Although five new municipalities were established in the Czech Republic in 2016, the gradual
growth of the total percentage share of municipalities with an established local coefficient in the
total number of municipalities is not interrupted. At the beginning of 2020, a total of 647
municipalities used the local coefficient (an increase of 139 municipalities compared to 2013),
which represents 10.3 % of the total number of municipalities and is an average percentage
increase of 2.2% for the period 2013 to 2020, which is based on the values given in table number
four.

Table 4 - Percentage or increase of municipalities with local coefficient in 2013 and 2020

2013 2020 Narast
velikost obci pocet obci % pocet obci % |obci| %
viech | s MK podil |[viech |s MK | podil | s MK| podil
do 1000 obyvatel 4829 | 242 50| 4775 | 350 | 7,3 108 2,3
1001 do 6000 obyvatel 1200 | 184 | 153 | 1257 | 222 | 17,7 | 38 2,3
6001 do 10000 obyvatel 91 25| 27,5 95 29 | 30,5 4 3,1
10001 do 25000 obyvatel 85 28 | 32,9 86 30 | 34,9 2 1,9
25001 do 50000 obyvatel 18 6| 333 14 7 | 50,0 1] 16,7
nad 50001 obyvatel, statutarni
mésta, Podébrady, Frantiskovy 29 12| 41,4 30 9] 30,0 |- 31|-11,4
Lazné, Luhacovice,Marianské Lazné

Source: Own processing

Notes: Velikost obci — The size of municipalities (inhabitants); pocet obci — number of
municipalities; viech — all municipalities; s MK — municipalities with loca/ coefficient; narist —
increase; podil —share in %

From the values given in table number four for 2013 and 2020, the column "increase" calculates
the increase of municipalities with the introduced local coefficient in absolute terms and the
increase in percentage, which indicates the "interest" in realistically introducing a local
coefficient in individual groups of municipalities in the period. The increase in the introduction
of the local coefficient in the monitored period is evident in all size categories of municipalities,
except for the last one, ie statutory and statutory spa towns. As the number of established local
coefficients in municipalities grows over time, the average, which in 2019 was 27.4%, is also
growing. The decrease in the number of municipalities with the established local coefficient in
the highest category is caused by the abolition of local coefficients in the city districts of the
statutory cities of Pardubice, Liberec and Usti nad Labem.

Municipalities with less than 1,000 inhabitants and municipalities with 1,001 to 6,000 inhabitants
recorded the highest absolute increase in the number of municipalities that introduced a local
coefficient in the observed period, because the number of municipalities in these groups is the
highest, only 2.3%, in both groups. The highest absolute increase of municipalities with the
established local coefficient is for municipalities with less than 1,000 inhabitants, which is 108
municipalities. From table number three both groups recorded the highest increase in the number
of municipalities with established local coefficients in 2020, the increase was by 37
and 10 municipalities, respectively. Municipalities with less than 1,000 inhabitants show the
highest average growth rate of the number of local coefficients of all size groups, namely 18%.
The average annual growth rate in the introduction of local coefficients in municipalities from
1,001 to 6,000 inhabitants is 2.76%.

From table number three and four it is evident that the group of municipalities from 6001 to
10,000 inhabitants did not make too many changes. In 2013, the local coefficient was introduced
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by 25 municipalities, and subsequently only in 2016 and 2020, two municipalities were added in
each of the years. The average annual growth rate of the number of local coefficients is thus
2.20%. In the group of municipalities with a population of 10,001 to 25,000 inhabitants, a local
coefficient of 28 municipalities was introduced in 2013, to which the town of Kralupy nad
Vltavou was added in 2014 and another change did not occur until 2018, when the town of
Jesenik abolished the local coefficient. The average annual growth rate of the number of local
coefficients in this group is 1.04%.

The highest percentage increase in the number of local coefficients was recorded by
municipalities with a population of 25,001 to 50,000, but in absolute terms it was an increase in
only one municipality for the entire period under review. The decline of municipalities in this
size category from the original 18 to 14 municipalities in 2020 also plays a role here. In 2013,
they introduced a local coefficient to two and did not change the municipalities of Kolin, Cheb,
Znojmo, Tabor, Ceska Lipa and Uherské Hradisté until 2020. In 2016, the city of P¥ibram joined
them. The average annual growth rate of the number of local coefficients in this category is
2.38%.

An interesting category consists of municipalities with more than 50,001 inhabitants, which
includes all statutory towns and the spa towns Podébrady, FrantiSkovy Lazn¢, Luhacovice and
Marianské Lazné, which are listed by law. In this size category, there was a decrease in the
number of established local coefficients, when the introduction of the local coefficient was
"reconsidered" by the cities of Opava, Liberec, Pardubice and Usti nad Labem, which have not
used this institute at all since 2014. In 2018, the local coefficient was last used by the town of
Frydek Mistek. The statutory city of Mlada Boleslav underwent the most changes, where they
originally introduced a local coefficient of two, raised it to a local coefficient of 4 for 2016 and
2017 and reduced it to a local coefficient of 3 in 2018. Since 2016, the introduction of the local
coefficient has been used by Karvina. According to the law of the mentioned spa towns, only the
town of Marianské Lazné uses the local coefficient.

3.3 Evaluation of the number of local coefficients in municipalities by regions of the Czech
Republic

Another criterion according to which changes in local coefficients in individual municipalities
can be analyzed is the division of municipalities according to the regions in whose administrative
district the municipality is located. The division of the Czech Republic into 14 regions is
determined by Constitutional Act No. 347/1997 Coll., On the creation of higher territorial self-
governing units.

Table number five shows how much money the real estate tax brought in total to the budgets of
municipalities in individual regions in the observed period from 2013 to 2019. Real estate tax
revenue is incomparable in individual regions of the Czech Republic over time, just as individual
regions are incomparable in the Czech Republic, both in terms of their area, population, or
number of municipalities. Outputs regarding the growth of real estate tax revenue values across
the observed period 2013-2019 in the individual regions of the Czech Republic as a whole,
should serve to raise awareness of the issue in the context of the construction of real estate tax,
where the decision to introduce a higher coefficient does not affect all types of land and buildings
in individual municipalities, and therefore the tax revenue in the regions does not develop at the
same rate over time.
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Table 5 - Real estate tax in municipal budgets in aggregate for individual regions (in
thousands of CZK)

PRAHA 751 200 787 458 800 207 827 195 840 382 853 812 859 854 7,8
JihoCesky 675 329 675 636 704 579 714 926 719 376 727 360 710 834 6,7
Jihomoravsky 983 916 999794 | 1049742 | 1066027 | 1083447 | 1092963 | 1094806 10,1
Karlovarsky 332 161 342 267 348 918 363 663 356 876 367 014 370 956 3,4
Vysocina 516 409 522 653 541 720 543 595 551 274 557 696 563 475 52
Kralovehoradecky| 614 086 618 176 639 323 648 965 662 405 669 604 677 855 6,2
Liberecky 464 072 427 627 451 535 449 627 452 895 464 807 466 397 4,3
Moravskoslezsky 964 087 998991 | 1001170 | 1031321 | 1043835| 1063105 | 1057909 9,8
Olomoucky 558 480 592 001 608 372 620 089 629 502 628 737 634 932 5,8
Pardubicky 523 770 534 520 554 396 564 183 568 756 567 950 574 385 5,3
Plzeisky 533 853 542 301 562 840 574 850 582 541 593 160 598 140 54
Stiedocesky 1470564 | 1511712 | 1602685 | 1691757 | 1760325 | 1749290 | 1771853 15,8
Ustecky 915 285 942 287 971 418 987 710 998 615 999 973 | 1009 560 9,3
Zlinsky 475571 478 140 496 914 501 747 514 821 520 200 517 810 4,8
CELKEM 9778783 | 9973563 | 10333819 | 10585 655 | 10 765 050 | 10 855 671 | 10 908 766 100

Source: Own processing, Monitor

Notes: Kraj — region; celkem — total; * average percentage of real estate tax in national
collection of real estate tax in the Czech republic

The last column in table number five shows the percentage share of individual regions in the
national real estate tax revenue. The average value of the percentage share for the region is
7.14%. The table shows that the smallest tax collection of real estate tax flows into the budget of
municipalities in the Karlovy Vary region, in whose district there are also the fewest
municipalities and the most in the Central Bohemian Region, which has the largest number of
municipalities in the Czech Republic and the third highest percentage. municipalities with an
established local coefficient. The agreement of the smallest and largest tax collection of real
estate tax with the smallest and largest number of municipalities in the region is accidental, it is
not a relationship of dependence. Table number six shows how many in the given year there were
municipalities (in 2013 also city districts) in the territory of the given region, which had
introduced any multiple of the local coefficient.

Table 6 - Number of local real estate tax coefficients in the regions of the Czech Republic
in 2013 - 2020

Praha 1 1

Jihocesky 623 30| 48| 32| 51| 33| 53| 624 36| 58 36/ 58] 35| 56 35| 56| 38| 6,1
Jihomoravsky 673 33| 49| 34| 51| 34| 51| 673] 40| 59 40/ 59| 40| 59 40| 59| 48| 7,1
Karlovarsky 132 31| 23,5 33| 250 34| 258| 134 36| 26,9 35(26,1] 35 26,1 35| 26,1 38| 28,4
Vysocina 704 19| 2,7 20| 2,8 20[ 28| 704 20| 2,8 21| 3,0/ 21| 30 21| 30 21| 3,0
Kralovehradecky| 448| 30| 6,7 31| 6,9 32| 71| 448 35/ 78| 36| 80| 38| 85 38| 85 39| 87
Liberecky 215 30| 14,0/ 291355 30| 14,0 215 31| 144 35/ 16,3] 36 16,7 36| 16,7 37| 17,2]
Moravskoslezsky| 300|] 41| 13,7 40| 13,3] 40| 13,3| 300 42| 14,0| 44|14,7[ 44|147 45| 15,0] 45| 15,0]
Olomoucky 399 16| 4,01 16| 40 17( 43| 402 18| 45 18] 45| 17| 42 17] 4.2 19| 47
Pardubicky 451 18| 4,00 10/ 22| 10{ 22| 451] 12| 27 12 2,7 13] 29 13] 29 15| 3,3]
Plzensky 501 20| 4,0 21| 42| 21| 42| 501] 23| 4,6 23| 46| 24 48 24| 48 24| 48
StiedoCesky 1145 161| 14,1] 171|149 170| 14,8| 1144| 179| 15,6 194| 17,0 195| 17,0/ 198| 17,3 221|19,3
Ustecky 354 65| 18,4| 64|18,1| 64| 18,1 354] 71| 20,1 75[21,2| 78[22,0 78] 22,0 84| 23,7
Zlinsky 307 14| 4,6] 13| 42| 13| 42| 307 15| 49 17| 55| 17[ 55 16| 5,2 18| 5,9
CELKEM 6253 508| 8,1| 514| 8,2 518| 8,3| 6258| 558 8,9 586 9,4| 593| 9,5 596 9,5 647|10,3

73



Source: Own processing from data from the Financial Administration of the Czech Republic and
the Czech Statistical Office

Notes: MK — local coefficient,; pocet obci — number of municipalities, vsech — all municipalities;
s MK — municipalities with local coefficient; kraj — region; celkem - total

From the total percentage captured in Table Six, the use of this economic instrument leading
to an increase in income of individual municipalities in the regions is growing. The analysis
according to the number of inhabitants in the municipalities showed that the municipalities not
only introduce and change, but also abolish the local coefficient. From the analysis by region,
this fact can be traced in year-on-year declines within individual regions. This table also reflected
the abolition of local coefficients in Pardubice, thanks to which the Pardubice Region is the only
one that recorded a decrease in local coefficients in the observed period. It is also clear
from the table that the highest number of municipalities with a local coefficient is in
municipalities in the Central Bohemian Region and the least in the Pardubice Region. The highest
percentage of established local coefficients in the total number of municipalities is in the Karlovy
Vary region and the lowest in the Vysoc€ina region.

The map in Figure One shows very interesting results, where the frequency of established local
coefficients in individual regions of the Czech Republic in 2020 is graphically transferred. The
change in individual amounts of local coefficients in the period from 2013 to 2020 is as follows:

Local coefficient 2, compared to 2013 (431), in 2020 an increase of 81 municipalities.
Local coefficient 3, compared to 2013 (53), in 2020 an increase of 40 municipalities.
Local coefficient 4, compared to 2013 (7) in 2020 an increase of 9 municipalities.
Local coefficient 5, compared to 2013 (17) in 2020 an increase of 2 municipalities.

Figure 1 - Local real estate tax coefficients in Czech municipalities in 2020
Source: Own processing, QGIS
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From the map in figure number one it is evident that the most used by municipalities is the local
coefficient in the value "2". In the monitored period of 2013-2020, a smaller number of
municipalities introduced a local coefficient of "3" and even fewer municipalities introduced a
local coefficient of "4". This corresponds to the total number of local coefficients, when as of 1
January 2020 the local coefficient "2" was used by a total of 519 municipalities in the Czech
Republic, the local coefficient in value "3" was used by 93 Czech municipalities and the local
coefficient with value "4" was used by only 16 municipalities in CR. The highest local coefficient
with the value "5" was used by a total of 19 municipalities in the Czech Republic and the change
from 2013 did not occur until 2020, when it was introduced by the municipalities of Ledvice and
Dolni Morava.

Visualization of local coefficients in the map in figure number one brings a topographical view,
which is related to the borders of individual regions, or the borders of the Czech Republic with
other countries and certainly encourages several questions and reflections, which are the subject
of some of the other contributions on this topic.

4 Conclusion

The analysis of real estate tax revenues for municipalities in the czech republic shows that the
share of this tax in the total revenues of municipalities is 2.99 - 3.75% and in tax revenues of
4.45 - 6.02%. The share of real estate tax collection in the total tax collection in the czech republic
accounts for 1.21 - 1.69%, and this share is declining in the period under review, although the
real estate tax collection itself is growing over time.

The analysis of the introduction of the local coefficient according to the number of inhabitants
in municipalities showed that the number of local coefficients in the period from 2013 to 2020
increased by 2.2% and the highest average growth rate in the introduction of local coefficients
was found in municipalities up to 1,000 inhabitants, this is an 18% increase, while other groups
(excluding statutory cities) range from 1.04% to 2.76%. The percentage of municipalities with
an established local coefficient in all municipalities of a given size group is not balanced. The
highest, 50% share of municipalities with a local coefficient in the number of all municipalities
in the group is represented by a group of municipalities with a population of 25,001 to 50,000
inhabitants, which also has the largest percentage increase in the number of municipalities with
a newly introduced local coefficient. This increase is 16.7%. The agreement of the percentage
increase with the share is only accidental. The smallest, 7.3% share of municipalities with an
established local coefficient in the number of municipalities in each group is for municipalities
in the group of municipalities with less than 1,000 inhabitants. The increase in the number
of municipalities with a newly introduced local coefficient for the observed period is the same
as in the category of municipalities from 1,001 to 6,000 inhabitants and amounts to 2.3%. If we
omit the category of cities with the highest population, then it is true that the more municipalities
in each category, the smaller the percentage of municipalities with an established local
coefficient. The category of municipalities with more than 50,001 inhabitants and statutory cities,
although the share of municipalities with an established local coefficient in the total number of
municipalities in this category is 30%, is the only group in which there was a decrease in
municipalities with an established local coefficient. 11.4%. Not only is the percentage of
municipalities with the established local coefficient in all municipalities of a given size group
not balanced, but it also does not meet the conditions of the established hypothesis h1, ie that in
individual categories of municipalities according to population size in municipalities which have
decided to introduce a higher local coefficient. The observed average in 2020 is 28.4% and the
selected range of + - 5% is satisfied by only two of the six size categories of municipalities
(categories of statutory cities and categories of municipalities from 6,001 to 10,000 inhabitants).
Hypothesis h1 set in the methodology must therefore be rejected based on the findings in the
practical part of the work.
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For the analysis of local real estate tax coefficients by region, income overviews of individual
regions were prepared. It was found that the largest income from real estate tax has municipalities
in the central bohemian region (the average for the observed period is 15.8% of the total
collection of real estate tax in the czech republic) and the south moravian region (10.1%), the
lowest income is then in the zlin region (4.8%) and the liberec region (4.3%). The largest
percentage increase in revenues for the period from 2013 to 2019 was recorded by the central
bohemian region (increase by 20.5%) and the olomouc region (increase by 17.5%), the lowest
revenues increased in the observed period to the budgets of liberec region municipalities
(increase by 0.5 %). Not only the largest percentage increase in income, but also the most changes
in local coefficients in absolute terms took place in the municipalities of the central bohemian
region, in percentage terms it is the second highest increase in the observed period (increase by
5.3%), after the Uisti region (increase by 5.4%). %). The highest percentage of municipalities with
an established local coefficient is in the karlovy vary region (28.4%), the lowest in the pardubice
region (3.3%). The range of 25.1% shows that hypothesis h2 that no fundamental differences in
the percentage of the number of municipalities that have decided to introduce a higher local
coefficient can be observed must be rejected. The ascertained average in 2020 is 11.32% and
only 6 regions meet the set range of + - 5%.

The analysis, which touched on the issue of different levels of local coefficients and was captured
in the map in Figure number one, can confirm hypothesis H3, ie that the growth of the role of
real estate tax through local coefficients is reflected in the growth of the number of introduced
local coefficients within 2, 3, 4 and 5.

All performed analysis have shown that in some regions or size groups of municipalities the
number of established local coefficients is growing slowly, but the income from real estate tax
is growing. Only the category of statutory cities goes beyond this statement. It can thus be
confirmed at the outset that the possibility for municipalities to introduce a higher coefficient for
§ 12 of the Real Estate Tax Act is an interesting matter and at the same time an opportunity to
influence the amount of the municipal budget based on a generally binding decree.

In all monitored municipalities, it was confirmed that in the period when there are no changes in
local coefficients, real estate tax is rising, but more slowly than tax revenues, which is
accompanied by the fact that the percentage of tax revenues is slightly decreasing. A great boom
in the introduction of local coefficients was shown in the municipalities of the Central Bohemian
Region. Based on the map output, it can be stated that the commuting distance to Prague and the
connection of municipalities to the motorway network play an important role here. The influx of
inhabitants into the Central Bohemian Region causes a higher increase in tax revenues in most
municipalities, and these municipalities not only introduce a local coefficient, but also increase
it quite often. The limit for them so far is the local coefficient 4, but in connection with the local
coefficient 2 chosen by the capital city of Prague, a further increase in the number of
municipalities that will introduce the local coefficient can be expected. The role of the local
coefficient in real estate tax in municipal budgets is very individual and is more important in
general for smaller municipalities and municipalities in the Central Bohemian Region.

As part of the real estate tax, it is important to realize that on the one hand it is income to the
municipal budget, but on the other hand there should be a specific expenditure from the
municipal budget, which will be appreciated by residents or property owners who pay tax from
their budget. . Municipalities should behave with the “"care of a proper manager" in their
management, which expresses the abstract degree of expected behavior. As part of this “care",
municipalities should not leave any possible and legal sources of income or funding unnoticed.
Especially when there is the support of the Ministry of the Interior of the Czech Republic, which
on its website in Methodological Recommendation P124 02 issued a model of a generally
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binding decree for municipalities considering the introduction of a local coefficient in their

territory.
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