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I. Introduction 

October 2002 summit held in Brussels reached an agreement on financial framework of the EU enlargement and thus made enlargement really forthcoming. The time horizon of enlargement switched from years to months. While the basic procedural and time framework of eastern enlargement had been defined on several recent summits, the public opinion in both West and East is less enthusiastic. Scepticism about the enlargement among the current members is relatively easily understood as the enlargement will affect them in several important spheres (see table 1) while important positive effects stemming from the transition of the former communist countries, esp. access to their markets, enhanced stability and security after the end of bipolar world, is already considered as granted by the population of west European countries. More surprising might be relatively strong scepticism towards the accession in several candidate countries (CCs) like the Czech Republic (table 2; see also Dostál, 2002). The reasons for scepticism of the Czechs about the EU enlargement are summarised also in table 1. 

Table 1: The main fears connected with the EU eastern enlargement as perceived by population of current member states and of some candidate countries (esp. the Czech Republic).  

	Current members
	Candidate countries (esp. Czech Republic)

	Need for reform of internal policies, esp. CAP and policy of economic and social cohesion (costly, loss of eligibility among current recipients)
	Fear of uncertainty and higher risks for standard of living after the accession (esp. fear of price increases, and of higher competitive pressure)

	Fear of labour migration from the new members
	Fear of loss sovereignty in political and economic sense (EMU, foreign policy, acquis)

	Necessity of institutional reform (weaker voice in larger Union)
	Fear of “2. order membership” due to important transitory periods (e.g. limited direct payments within CAP, labour force migration, existence of border controls due to later joining the Schengen treaty) and fear of remaining on the European periphery in economic and political sense even after the accession. 

	Threat of sharp competition from CCs on the low costs basis
	Fear of bureaucratisation due to extensive acquis


Source: adapted from Blažek 2001

Table 2: Czech pubic opinion on Czech membership in the EU (if voting in a referenda, in %)

	Answers
	08/96
	04/97
	04/99
	09/99
	05/00
	10/00
	03/01
	05/01
	09/01
	03/02
	09/02

	Yes
	46
	50
	46
	44
	42
	48
	45
	40
	43
	46
	44

	Not decided
	41
	34
	40
	39
	42
	37
	37
	38
	37
	35
	38

	No
	13
	16
	14
	17
	16
	15
	18
	22
	20
	19
	18

	Total
	100
	100
	100
	100
	100
	100
	100
	100
	100
	100
	100


Source: STEM, Trendy 1996-2002, Prague, 2002.

The EU enlargement would induce a lot of significant changes in many spheres – geopolitical, economic, social, environmental, regional. The costs and benefits of the enlargement will inevitably be distributed unevenly among the different countries, regions, and strata of the societies. Some of the impacts will manifest themselves immediately, some will be of short-term nature, and the other will be of medium- or even long-term span. 

However, in many cases, it is difficult to distinguish the effects attributable directly or at least predominately to the enlargement from effects that would occur any case as they are connected for example with globalization. The increased competitive pressure in the global economy or inflow of transnational capital and acquisitions of the national companies (or partially even international migration) might serve as examples of these effects upon CCs.  However, there are also other effects, which causes are less straightforward, mainly in the sphere of EU legislation. Community acquis has been in many spheres developed to cultivate the internal market (protection of consumers, labour safety, environmental protection, competition rules, etc.) and to respond to changing external conditions stemming from proceeding global processes (e.g. the EU requirements on the state strategic reserves to moderate possible sudden shocks stemming from changes in international political and economic scene). Therefore, in many cases, the candidate countries would have to develop similar regulatory framework even in the case they decide not to join the EU. 

All these complexities contribute to the fact that the discussion of the pros and cons about the EU accession is often superficial, based on fragmented knowledge and motivated by the interests of individual political parties or other particular interests (Blažek, 2002). The simplifying and one sided opinions considering eastern enlargement only as “a cost” for current members were challenged for example by Eatwell et al (1998) or by Gabrisch and Pohl (1999) who on the basis of their analysis of macroeconomic impacts of enlargement refused frequent opinion that eastern enlargement will be to the detriment of current member states. Pros and cons arguments as used by different pressure groups within the enlargement debate recently elaborated A. Inotai (2000). 

This article aims firstly, at elaboration of the regional impacts of the enlargement on the Czech Republic, secondly at analysis of the key problems in the sphere of regional policy and finally, at formulation of implications for changes of this policy in the context of the enlargement.  

II. Recent trends of regional development and outlook to the future 

On the basis of an extensive analytical effort (e.g. Bachtler, Downes, Gorzelak, 2000, Hampl, 2002, Blažek, 1999, Illner, 2001) it can be concluded that the basic factor of regional development during the transition is vertical geographical position, i.e. a qualitative hierarchy of regional centres. It can be realistically expected that the role of vertical geographic position of the cities and regions will continue to be a dominant factor of regional development also after the accession. The strengths of regional centres can be indicated by regional distribution of headquarters of largest firms and by concentration of producer services. For regional distribution of headquarters of 200 largest firms and of selected business services in the Czech Republic see fig.1-2. These figures show a clear dominance of Prague in both spheres, stronger position of Ostrava (3rd largest Czech city) according to the number of headquarters of the largest firms than that of Brno (2nd largest city), and similar position of both these cities according to number of firms in the sector of business services. However, an interesting feature of regional distribution is the difference in position of regions along the former Iron Curtain according to both indicators. While the number of largest firms headquartered from these regions is quite limited, the share of these regions on business services is more favourable. This observation is in line with a presumption about higher flexibility of business services and about considerable inertia of location of the largest firms. This trend can be interpreted also as a correction of deformed development under the communist regime. For analysis of time-series of development of regional distribution of these indicators over the 1990´s, see Blažek (2002).  

Fig. 1: Regional distribution of headquarters of 200 firms with the largest turnover in the Czech Rep. (share of the districts on total number of these firms in the Czech Republic in %, year 2000)
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Source: Blažek (2002)

On the contrary, it can be expected that the role of the second type of geographic position – the horizontal geographic position reflecting traditional west-east gradient – would rather decrease in the future. The role of both types of geographic position can be also illustrated by regional differences in location of foreign companies. There are two basic motives for FDI to locate in foreign countries (Dunning, 1994). The first one is motive of market penetration – this motive leads the foreign companies to locate predominately in the regions with the highest market potential (high purchasing power, opportunity for contacts with prime customers, density of information), i.e. to the metropolitan areas. Therefore, this motive predominately follows the vertical geographic position of the centres and regions. This motive usually applies to the firms operating in tertiary sector. On the contrary, the locational pattern of the firms guided by the low cost motive is mostly in line with horizontal geographic position (Blažek, Uhlíř, 2002). For a simplified scheme of locational preferences of foreign companies see table 3.

Table 3. Simplified scheme of locational preferences of foreign companies

	Motive
	Sector of the economy 
	Location

	Market penetration
	Tertiary 
	Metropolitan areas

	Low costs
	Secondary
	Non-metropolitan areas


Source: Blažek, Uhlíř (2002)

Fig. 2:  Regional distribution of selected business services in 2000 (share of the districts on total number of these firms in the Czech Republic in %)
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Source: Blažek (2002)

For a regional distribution of FDI in the Czech Republic see fig. 3 and fig. 4. Therefore, strong concentration of foreign companies into the Czech regions along the German (esp. Bavarian) and Austrian borders can be attributed to sudden opening of borders between two systems operating on quite different price levels. These investments are frequently made by medium size or even small firms that make use of this one-off opportunity. Consequently, this activity based on low cost motive is inevitably of only short- to medium-term nature and does not represent a good perspective for the development of these regions in the future per se.  For locational pattern of FDI into other CCs see e.g. Gorzelak, 1996.  

While qualitative hierarchy of regional centres will most likely continue to be the basic factor of regional development also in the future, another factor of secondary significance can be identified. This will be more profound differentiation on micro-regional and local levels (Blažek, 1999). This will be a consequence of formation of new spatial forms of regional development like development axis, clusters or even sometimes „non-spatial“ networks. The creation /of these new forms of spatial organization of production will depend especially on initiative of local subjects of both private and public sectors but will be also influenced by the differences in external conditions of particular regions and localities.

Therefore, the variation in local initiative will - in combination with different starting conditions - operate as a multiplier stimulating more profound differentiation on micro-regional level. Embryonic form of these new spatial forms can be identified in the Czech Republic already. The spatial agglomeration of some of the suppliers for Škoda Auto in and near Mladá Boleslav can be regarded as an example of such cluster. The example of non-spatial network might be taken the association of 8 Czech historical cities called “Czech Inspiration” which are cooperating in the sphere of cultural and congress tourism.

Fig. 3: Foreign firms and firms with foreign capital operating in the secondary sector in the Czech Republic as in July, 1998.
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Source: Blažek, 1999. 

Fig. 4: Foreign firms and firms with foreign capital operating in the tertiary sector in the Czech Republic as in July, 1998.
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Source: Blažek, 1999

However, the significance of these new forms will be enhanced in the future, esp. within the framework of integration process, by wide-spread use of modern communication technologies, by growing geographic mobility of people facilitated also by the construction of new infrastructure. All these changes will ease mutual contacts and will enhance the opportunities for cooperation. Ability of local subjects to form or join these new organizational structures will thus significantly influence their future trajectory of development. While development axes or clusters will be embedded locally they will be more and more connected to (or even integrated into) international structures (Blažek, 2002). 

From the policy perspective it should be stressed that a vital asset in the formation of these new spatial forms will be the quality of human resources including the abilities to cooperate and formation of atmosphere of commitment, professionalism and optimism (see Hirschman, 1958, Krugman, 1991). These assets are in principle non-mobile and are almost exclusively dependent on bottom-up approaches (see also Malmberg, 1997, MacKinnon, Cumbers, Chapman, 2002). Thus new space opens-up for local and regional development strategies, which are in the Czech Republic up-till now one-sidedly oriented on construction of technical infrastructure. 

III. Regional policy – will the accession be an opportunity for a new start?

The main driving force in the sphere of Czech regional policy is the preparation for implementation of the EU policy of economic and social cohesion (Blažek, Boeckhout, 2000). Therefore, in the following paragraphs a critical assessment of the current state of preparation for EU cohesion policy will be elaborated. 

Dilemmas in preparation of programming documents

The Czech Republic currently developed drafts of nearly all of the programming documents that are to be submitted to the European Commission as a one of preconditions for support within the EU policy of economic and social cohesion (i.e. National Development Plan, Operational Programmes and Programming Complements). It should be stressed, however, that the Czech Republic is already developing the 3rd generation of some of these documents, especially of NDP as its first version was drafted already in 1999. Nevertheless, several serious problems connected with drafting of these documents still persist. 

As a result of experience with drafting of the first version of NDP and on the basis of recommendation of NDP Ex ante evaluation performed in 1999 it was decided to establish only one set of priorities addressing both sectoral and regional needs. According to the frequency of basic problems and the relations among them, these priorities were grouped into the following six priority axes, which cover an entire scope of development issues supported under the cohesion policy:

Priority Axis 1 – Strengthening the competitiveness of industry and entrepreneurial services 

Priority Axis 2 – Development of a basic infrastructure

Priority Axis 3 – Human resources development

Priority Axis 4 – Protection and improvement of the environment

Priority Axis 5 – Rural development and multifunctional agriculture

Priority Axis 6 – Development of tourism and the spa sector

Consequently, the National Programming Committee for Economic and Social Cohesion chaired by the Ministry for Regional Development proposed to the government that priorities of each priority axis will be addressed by one sectoral operational programme while regional operational programme will implement selected priorities and measures within each priority axis. The agreement on division of priorities and measures within each priority axis between sectoral and regional operational programmes was achieved only after a long series of meetings of representatives of sectors (ministries) and the regions. However, the strategy of NDP and specification of priorities and measures was based on assumption that support, which the Czech Republic would receive via the EU cohesion policy, would amount to 4% of Czech GDP (i.e. a limit set by Regulation 1260/1999). Nevertheless, according to the latest financial framework (proposed by the EU in Autumn 2002), the real support after the accession will represent only less than 1/3 of this limit. This implies a need to redesign the strategy as well as priorities and measures which were agreed after difficult negotiations held over last 3 years. Otherwise, the limited amount of resources will be thinly spread among dozens of priorities and measures without a chance to achieve real measurable effects. Moreover, the remaining part of current programming period will last only 3 years or even less. 

The envisaged share of financial resources between sectoral and regional operational programmes was set by the Czech government to 65% : 35% of support from Structural Funds. The following operational programmes are being prepared (table 4).  

Table 4:  Prepared regional and sectoral operational programmes 

	Operational programmes (OPs)
	Responsible authority/managing authority

	SPD Objective 2 Prague
	Ministry for Regional Development 

	SPD Objective 3 Prague
	Ministry of Labour and Social Affairs

	JOINT REGIONAL OP
	Ministry for Regional Development

	Subprogramme: Central Bohemia
	Regional authority of Central Bohemia

	                           Northwest
	Northwest Regional Council

	                           Southwest
	Southwest Regional Council

	                           Northeast
	Northeast Regional Council

	                           Southeast
	Southeast Regional Council

	                           Central Moravia
	Central Moravia Regional Council

	                           Ostrava region
	Regional authority of the Ostrava region 

	SECTORAL Ops
	

	Industry
	Ministry of Industry and Trade

	Human Resources Development
	Ministry of Labour and Social Affairs (together with the Ministry of Education, Youth and Sports, the Ministry of Health, and the Ministry of the Interior)

	Transport, telecommunications, and postal services
	Ministry of Transport and Communications

	Environment
	Ministry of the Environment

	Rural development and multi-functional agriculture
	Ministry of Agriculture (together with the Ministry for Regional Development)

	Tourism
	Ministry for Regional Development (together with the Ministry of Culture)


Source: Draft National Development Plan of the Czech Republic (version November 2002) 

Preparation of this extensive set of programming documents is accompanied by a lot of problems, like safeguarding an internal consistency of all programming documents and an elimination of mutual overlaps and sometimes even formal approach towards their drafting. However, the fundamental problem of nearly all of these programming documents is disproportionate stress put on analytical part to the detriment of strategic part, namely, alternative development strategies were considered only exceptionally and development strategies are outlined only very loosely, rather in the form of list of priorities than as real strategy. Another serious problem represents the need to select suitable indicators for monitoring and evaluation and especially the quantification of foreseen impacts. Last but not least, due to the above given history of drafting of programming documents in the Czech Republic, all of them suffer from excessive “width” (i.e. a high number of relatively broad priorities and measures). This approach was originally motivated by an effort not to exclude any potential project by a narrow definition of priorities and measures. As the financial framework has changed (decreased) significantly, this tactic proved to be counterproductive. Moreover, solution of all these problems is hindered by increasing time pressure as programming documents are to be submitted to the European Commission by the end of year 2002. 

Challenges in analysing the absorption capacity and in drafting the financial framework of NDP

Another highly topical issue is analysis of the future absorption capacity of the Czech Republic (i.e. ex ante check of additionality) and designing the financial framework of NDP, especially allocation of future support among individual operational programmes and NUTS II regions. 

From the financial point of view, the securing of co-financing is an important prerequisite for the use of Structural Funds. The rate of participation of the Czech subjects in co-financing of the structural policy will depend on the individual instruments, type of projects and the corresponding limits determined by the relevant EC Regulations. Nevertheless, the estimate of approximate average rate of the expected Czech co-financing was set at 33%. This figure is lower than minimum rate set in acquis and was derived from actual rate of support within relevant fields of intervention of pre-accession programmes. 

The national co-financing can originate from the state budget, local and regional government budgets (i.e. from municipalities, towns, and regions) and other components of public budgets, from public off-budget funds and from private sources. In order to secure sufficient sources for co-financing it is possible (and the European Union has explicitly recommended) to use the loans from international financial institutions. 

For analysis of the future absorption capacity of the Czech Republic, the 1999-2001 data on expenditures from the state budget, local budgets and off-budget funds from the database of the Ministry of Finance on financial statements were used. These data were related to items eligible for support within the policy of economic and social cohesion, specified according to priority axes and differentiated between current vs. capital expenditures. The analysis shown that the Czech Republic will be able to guarantee sufficient amount of co-financing, but the structure of co-financing according to 3 priority axes of the EU cohesion policy is uneven. The Czech Republic currently invests the largest amount of financial resources into the first priority axis (i.e. into infrastructure and into environmentally related projects), while business support and investments into human resources are considerable smaller.

However, the financial component of the absorption capacity should not be overestimated as other factors then the issue of cofinancing cause the current delays in implementation of Phare, ISPA and especially of SAPARD. These are especially the problems of weak implementation systems and of insufficient preparation of relevant projects. 

Allocation of financial resources among operational programmes (SOPs, JROPs)

Based on a consensus of the National Coordination Group achieved already in the year 1999, the Ministry of Finance and the Ministry for Regional Development prepared a proposal of allocation of future financial resources from Structural Funds between sectoral and regional operational programmes in a ratio of 65% to 35%. This ratio is based on experience and tendencies in a number of EU countries and was set in expectation that overall support within the EU cohesion policy would be channelled predominately via the Structural Funds (90%) while support from Cohesion Fund would represent remaining 10%. However, European Commission recently proposed that this ratio for the future members would be changed to 2/3 for Structural Funds and 1/3 Cohesion Fund. This shift in favour of Cohesion Fund was welcomed by a majority of future EU members as it gives bigger stress on large-scale projects aiming at elimination of major deficits in the sphere of transport infrastructure and in the environment. Moreover, it is believed that these projects will be prepared and managed by a central level of state administration, which has accumulated more experience than weaker and in case of several countries like the Czech Republic newly established regional bodies. Consequently, it is expected that such a shift would speed up the implementation of EU cohesion policy and would enhance the overall efficiency and effectiveness of this support. 

Nevertheless, this change requires adjustment of allocation to individual operational programmes which was proposed in earlier versions of programming documents on the basis of the analysis of expenditures of public budgets in the years 1998-2000. Consequently, the allocation for SOP Environment and SOP Transport was decreased and the other SOPs strengthened. Nevertheless, the shift in favour of Cohesion Fund also decreased significantly the originally envisaged share of financial resources allocated to Joint regional operational programme (35% from Structural Funds) by about 8 percentage points. However, this change was not compensated, as it would contradict the emphasis on bigger concentration of support as stressed by European Commission. The current proposal of allocation of finances from Structural Funds among operational programmes is presented in table 5. 

Table 5:  Allocation of funds among operational programmes (in %)

	Sectoral operational programme/Fund
	% from OPs
	ERDF
	ESF
	EAGGF
	FIFG

	Sectoral operational programmes 
	65
	
	
	
	

	Industry
	15
	15
	
	
	

	Transport, Telecommunications, and postal services
	7
	7
	
	
	

	Human Resources Development
	21
	
	21
	
	

	Environment
	6,5
	6,5
	
	
	

	Rural development and multi-functional agriculture
	12
	
	
	11,5
	0,5

	Tourism
	3,5
	3,5
	
	
	

	Joint regional operational programme 
	35
	33
	2
	
	

	Total 
	100
	65
	23
	11,5
	0,5


Source: Adapted from NDP of the Czech Republic (November 2002 version) 

Proposal of allocation of funds among the NUTS II regions within the Joint regional operational programme 

The proposal creates a framework for the allocation of Structural Funds among the 7 cohesion regions (NUTS II) of the Czech Republic eligible for Objective 1 through the Joint regional operational programme. On the basis of analysis of the social and economic indicators of regions in the Czech Republic and the subsequent inter-regional comparisons during the work on the Strategy of Regional Development of the Czech Republic as well as on the regional parts of the NDP it was concluded that there are no significant regional disparities in the Czech Republic except for the unemployment rates. However, this conclusion could be easily challenged as is derived especially from low variation of regional GDP, which is calculated by imprecise top-down approach in the Czech Republic (for more see Blažek, 2000). Nevertheless, it was considered as unjustifiable to propose significant differences in allocation of the financial resources from the Funds for development of individual regions (with the exception of Prague which will not be eligible for Objective 1). 

Table 6: Percentage allocation of funds among cohesion regions

	Cohesion region
	Allocation of funds in %

	Northwest
	16.6

	Ostrava region 
	16.3

	Southeast
	14.5

	Central Moravia
	14.3

	Northeast
	13.1

	Central Bohemia
	12.8

	Southwest
	12.4

	Total 
	100.0


Source: Draft Joint Regional Operational Programme (October 2002 version)

Nevertheless, it is necessary to underline, that the financial analysis of the absorption capacity is only one component of the real absorption capacity. Even more important are other factors like having efficient implementation system staffed by qualified people and the ability of subjects from both public and private sectors to prepare projects, which would meet the EU eligibility criteria. Therefore, an effort of relevant authorities should be focused particularly to these spheres during the remaining time before the accession.   

IV. Implications from the enlargement for Czech regional policy

Since 1996, when the Czech Republic become much more active in the sphere of regional policy, significant progress has been achieved (Blažek, Boeckhout, 2000). Moreover, recently, the coordination and implementation structures were strengthened, for example by establishing 14 self-governing regions, forming management and monitoring structures on the level of cohesion regions (NUTS II), an extensive set of programming documents for the EU policy of economic and social cohesion is being finalized, a new legislative framework for regional policy has been developed (Regional Development Act No. 248/2000), and also the volume of financial resources has increased due to setting up of 2 state support regional development programmes for two most affected regions (Northwest Bohemia and Ostravsko NUTS II regions). Moreover, these new regional programmes are more integrated than a majority of previous support programmes. For overview of regional support programmes administered by the Ministry for Regional Development see table 7. 

Table 7: Support programmes of the Czech regional policy

	Programme
	Beneficiaries
	Eligible projects
	Incentives
	Financial volume in 2001

	Regional programme for development of Northwest Bohemia and Ostrava regions 
	municipalities
	1. Preparation of industrial plots and buildings for business activities and revitalization of unused industrial spaces

2. Construction of tourism related infrastructure 
	investment grants up to 70% of eligible costs
	155,1 mil. CZK

	Programme “Guarantie” (Provision of guaranties for SMEs in Northwest Bohemia and Ostrava regions)
	SMEs up to 250 employees
	Wide range of projects aiming at new job creation 
	Bank guarantee for a loan up to 20 mil. CZK and up to 75% of total loan
	25 mil. CZK

	Programme “Region” (Provision of guaranties for SMEs in Northwest Bohemia and Ostrava regions)
	SMEs up to 250 employees
	Wide range of projects aiming at new job creation 
	Soft loans - 9% interest rate subsidy 
	40 mil. CZK

	Regional support programme for industrial enterprises  in Northwest Bohemia and Ostrava regions
	Firms
	Wide range of projects aiming at new job creation or increase of competitiveness
	Investment grants up to 50% of eligible costs, max 20 mil. CZK
	472 mil. CZK


Tab. 7 cntd: 

	Programme
	Beneficiaries
	Eligible projects
	Incentives
	Financial volume in 2001

	Regional support programme for revitalization of the former military training fields Mladá and Ralsko
	Municipality 
	Construction or reconstruction of municipal technical infrastructure 
	investment grants up to 75% of eligible costs
	18 mil. CZK

	Regional support programme for economically weak and structurally affected regions 
	Municipality
	1. Preparation of industrial plots and buildings for business activities and revitalization of unused industrial spaces

2. construction of tourism related infrastructure  
	investment grants up to 70% of eligible costs in National Parks and max. 50% in other areas
	45 mil. CZK

	Programme of revitalization of countryside
	Municipality or association of municipalities
	1. Reconstruction of  municipal or other public buildings (schools, health centres, churches, etc.).

2. Upgrading of public spaces and greenery 

3. Reconstruction of local roads, public lights, cycle path etc. 

4. Wide range of other activities (development of master plans, education and consultancy in regional development).

5.  Integrated programmes  (projects aiming at synergy among infrastructure, labour market policy, SMEs development, environmental care) 
	investment grants up to 60% of eligible costs
	320 mil. CZK

	“Pilot regional operational programme”
 for Northwest Bohemia and Moravskoslezský region
	Firms, subjects from public sector, NGOs 
	1. Investment into productive sector

2. Human resource development 

3. Business related infrastructure
	grants up to 75% of eligible costs, max. 600 ths. EUR
	16 mil. EUR (8 Phare + 8 state budget)


Source: Elaborated according to Principles of Support Programmes, Ministry for Regional Development, 2001

Note: 1 EUR = approx. 31 CZK in November 2002

From the table 7 follows that despite all the above-mentioned positive changes, the Czech regional policy is still highly fragmented into an array of small programmes and still departs significantly from several principles of the EU cohesion policy. A comparison of the main differences between the Czech and the EU regional policy provides table 8.  

Table 8: The main differences between the Czech regional policy and the EU cohesion policy 

	Sphere
	Czech regional policy
	EU cohesion policy 
	Remark

	Programming 
	CR until recently without programming documents, now „over-programming“ (2 sets of programming documents – one for Czech RP the other for EU cohesion policy), standard programmes with low invention, loosely designed strategies, top-down motivation for drafting programming documents; poor implementation of programming documents in practise, however, recently some progress
	Already the third generation of programming documents
	Disproportionate emphasis on analytical part, weak strategic part, no consideration of alternative development strategies

	Implementation structure 
	Prevailing sectoral approach, new managing and monitoring structures for cohesion policy without sufficient experience 
	Different systems
	

	Integrity of approach 
	Narrow conception of RP and its insufficient coordination with other policies 
	Integrated multisectoral approach 
	Progress recently, esp. „regionalization“ of some sectoral policies like regional differentiation of rate of support for foreign investors and implementation of more integrated state support programmes for affected regions 

	Incentives of RP 
	Limited spectrum of incentives used (for example, the Czech Republic does not provide incentives in the form of shortened depreciations in contrast to Germany, Austria, Ireland or Hungary). 
	Wide spectrum of incentives
	Regional Development Act is  consistent with the package of incentives used within the EU cohesion policy principles 

	Size of projects
	Small projects prevailing 
	Prevailing large projects
	

	Selection of projects
	Problems with transparency 
	Clear separation of management, monitoring and control functions.  
	

	Evaluation of efficiency and effectiveness 
	Weak tradition, performed infrequently, ad hoc or only formally
	Systematic attention and pressure for further enhancement 
	Chance posed by preparation of the Monitoring System for Structural Funds (MSSF) and by evaluation requirements of the EU cohesion policy. 

	Partnership 
	Weak tradition, esp. in the case of programmes and projects on supra- municipal level, process of learning of “roles” 
	Different practice
	

	Involvement of private sector 
	Low participation of private sector in preparation for and limited awareness about procedures and requirements of cohesion policy 
	Strong role, often significant initiative
	

	Public administration 
	Huge instability (14 new regions since 2001, planned dissolution of 77 districts and creation of 205 smaller districts in January 2003, large horizontal fragmentation of local government (6 258 municipalities) and unprecedented instability of their financing 
	Different systems
	Serious disadvantage given large expected role of regions, towns and municipalities in implementation of EU cohesion policy 

	Volume of financial resources 
	Small but increasing 
	Many times higher 
	


Source: adapted from Blažek, 2001

From the forthcoming accession are stemming several immediate implications for reorientation of the Czech regional policy. More specifically, by the time of accession into the EU would seize the very relevance of the existing Czech regional policy. The task of national regional policy should be primarily to eliminate the leverage effect of support from the Structural Funds (SFs) provided predominately in the form of matching grants as subjects from poorer regions would not be able to provide sufficient financial resources for cofinancing of the eligible projects. Therefore, the Czech regional policy might provide for example additional 15% cofinancing of projects implemented in most needed regions so as the local subjects would be able to reach on the support from SFs.    

In the same vein, the towns and municipalities should already now pay a special attention to healthy financial management as large current debt might prevent them in the near future from access to generally very favourable support from SFs. The municipal debt represents not only danger for stability of public finances but after accession (and partially even now) the new members will be obliged to proceed towards the convergence criteria defined by the Maastricht treaty. This would most likely require introduction of some form of regulation of municipal borrowing (current regulation in the Czech Republic is weak and is represented only by a rule that the state does not provide some special grants to municipalities with excessive debt; however, the state is imposing strict control on municipal bond issuing, in 2002, a strict legal regulation of municipal debt was enacted, but due to improper definition of ceiling for debt service this regulation was repealed shortly afterwards). Sound financial management of municipalities is especially relevant given their expected prominent role in future cofinancing of SFs programmes (municipalities allocate from their budgets more financial resources on investment projects than the state from state budget itself). Municipal projects are thus expected to represent a significant proportion of real absorption capacity of the Czech Republic. 

The reorientation of national regional policy towards the EU cohesion policy would also require a change in its time horizon from currently prevailing annual programmes to multi-annual approach. The Czech Republic is also missing evaluation culture to guarantee effective and efficient use of public sources not only in the sphere of regional policy but also in public sector in general. However, along with these mostly technical changes of national regional policy there are also more conceptual questions, which have to be clarified.   

One of the big challenges facing CCs is a gradual switch from low-road to high-road strategy of competitiveness (see also Porter 1999). Current advantage of low costs does not offer sound basis for catching up with the EU. Therefore, for example, the current emphasis of the state policy for inward investors should refocus from traditional investment incentives firstly to after-care programmes aiming at maximising positive effects of existing foreign investments and secondly, at improving their structure towards the industrial branches with higher added value and with more sophisticated production requiring high-quality human capital. The ambition should not necessarily be immediately high-tech industries but medium-tech would be a good start (e.g. service or customers centres of software, audit or consultancy firms operating on a global scale). Secondly, from regional point of view, it would be desirable to promote less uneven spatial distribution of FDIs to eliminate their leverage effect (see fig. 3.and 4). This promotion could take – along with hard measures like provision of adequate infrastructure - also form of soft measures including for example an application of the concepts of complex territorial marketing (Rumpel, 2001).

However, perhaps the most significant change in the sphere of regional development and regional policy in comparison with the beginning of the transition is an existence of relatively mature subjects, especially of self-government bodies in larger towns, some regional development agencies and other subjects. Since January 2001, these subjects have been joined by newly created 14 self-governing regions. However, the regional self-governments are just learning how to play their role and it will take some time before they will establish themselves as respected regional subjects. 

Currently, however, even the basic framework for operation of new regions is not established, in same cases the competencies are unclear, moreover, additional transfer of competences is being prepared, property transferred to the regions is oppressed by huge internal debt etc. However, the most visible symbol of weakness of new regions is the system of their financing. The regions are receiving by far the largest share of their incomes in the form of special grants for education (nearly 90% of their total incomes). The representatives of the regions are now fighting for larger share on public budgets but also for obtaining real „own incomes“ in the sense of theory of fiscal federalism.  

Therefore, in the future, the initiative and qualification of local and regional representatives will become important factors of local and regional development. Of principal importance would be also a need to shift gradually the priorities in regional development strategies from currently dominating stress on technical infrastructure towards the business support (which is just now starting but is mostly limited to building of industrial zones) and especially towards the development of human resources (retraining, life-long learning etc.) which is a sphere still waiting for „discovering“ by the Czech municipalities. Investments into human resources would increase not only competitiveness of endogenous subjects but also the attractiveness of the country for investors in industrial branches like progressive tertiary sector or – within the secondary sector – in medium-tech and even high-tech industrial branches. Obviously, this task is a challenge not only for the state but also for other relevant subjects, municipalities, regions, but also for the private firms which interest into education and research is currently insufficient. These changes would help to switch from low-road to high-road strategy of competitiveness and thus to facilitate a real integration of the Czech Republic into the European economy. 

The article is based on a research undertaken within the research project CEZ J13/98:113100007. The financial support of this project is greatly appreciated by the author.   
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� This article is up-dated and extended version of article „Regional development and policy in the Czech Republic: an outline of likely effects of the EU enlargement“ Informationen zur Raumentwicklung, Vol. 11-12/2001, pp. 757-767.  


� Along with these regional programmes exist also a considerable number of sectoral policies with significant regional dimension like active labour market policy or policy toward foreign investors where the incentives are differentiated according to type of the region concerned. However, the sectoral programmes are run by different ministries and the level of their mutual coordination and synergy is generally low (for more see Blažek, 1999). 





� This programme is designed to simulate Structural Funds support. Therefore, the range of beneficiaries and of eligible activities is wider than in Czech support programmes.  





PAGE  
1

