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ASSESSMENT OF SUITABILITY
OF SELECTED INDICATORS FOR SPECIFICATION
OF ECONOMICALLY DEPRESSED AREAS
IN THE LIBEREC REGION

1. Introduction

The aim of the contribution is to carry out an assessment of suitability of se-
lected indicators, which were taken for the specification of economically depressed
areas (EDA) by the Regional government in the Liberec region. This issue is also a
part of solution in the framework of the project WD-37-01-1 ,,The Innovative Ap-
proach to Disparities Solution at a Regional Level” of the Ministry for Regional
Development of the Czech Republic. This project has been solved in the frame-
work of the programme Research for Solution of Regional Disparities and in the
programme of Support of Regional Development. As the main objectives the iden-
tification of key factors has been set up to characterize the problematic develop-
ment of regions, ability of absorption of supports given to running business in re-
gions which need the support from the state. The identification of brownfields as a
potential of the regional development, description and quantification of regional
disparities have been also set up.

2. Specification of economically depressed areas

On the basis of territorial arrangement the Czech Republic consists of 14 main
regions. In the framework of every region there are smaller regions, territorial units
specified by means of:
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administrative boundaries of regions, districts;

administrative districts of municipalities with accredited municipal authority;
administrative districts of municipalities with extended activities;
municipalities or associations of municipalities.

From historical point of view and social-economic standard of individual re-
gions the territory of the Czech Republic does not create the integrated unit. Every
region has different natural conditions, different infrastructure, different quality of
human resources etc. These different conditions result in arising of various regional
disparities among individual regions which relate either to whole areas or only to
some towns in the given region and therefore some regions can be specified as
economically depressed areas. The government is particularly aimed at the eco-
nomically depressed areas and provides them with various forms of subsidies and
grants with the aim to settle all the regional disparities.

The government makes every effort to settle the uneven development of re-
gions. It approved a bill No 248/2000 Coll. on support of regional development for
the settlement of disparities. In accordance with this Act the fundamental division
of regions with concentrated support of the government was carried out and ac-
cording to its backwardness nature is divided into:

e economically depressed areas;
o structurally affected regions;
e rural regions.

To assess the type of backwardness in the region the following criteria have
been given in the Act.

The structurally affected regions according to the Ministry for regional devel-
opment are characterized as follows: negative expressions of structural changes are
concentrated within the region, there is also the damping of industry and produc-
tion enterprises and it consequently results in increasing unemployment. The Min-
istry for regional development uses for the specification of structurally affected
regions indicators relating to the labour market and entrepreneurship development.

The rural regions are characterized as localities with low density of population,
decrease of population, higher rate of employment in agriculture. There are indica-
tors for the specification of the rural regions that especially characterize the devel-
opment of number of population; the structure of its employment; the rate of popu-
lation in rural municipalities.

The economically depressed areas according to the methodology of the Minis-
try for regional development show substantially lower level of development than
there is the average level in the Czech Republic. For the specification of the eco-
nomically depressed areas the Ministry for regional development uses following
indicators: labour market, economic standard, structure and income level of muni-
cipalities and population. As economically depressed areas we can consider territo-
ries with low standard of living (measured by average salary), high rate of em-
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ployment in primary sector, low density of settlement and above-average unem-
ployment. The following economically weak regions were specified according to
the methodology of the Ministry for regional development.

Table 1. Economically depressed areas in the Czech Republic specified by Ministry for regional
development

Region Economically depressed area (EDA)
Liberecky Former military territory Ralsko
Jihodesky Cesky Krumloy
Jihomoravsky Hodonin, Vyskov, Znojmo
Moravskoslezsky Bruntal
Olomoucky Jesenik, Prerov, Sumperk
Pardubicky Svitavy
Plzensky Tachov
Stredocesky Rakovnik, former military territory Mlada
Ustecky Louny, Most, Teplice
Kraj Vysocina Tiebi

Source: own elaboration based on [17].

According to the methodology of the Ministry for regional development there
is the only one economically depressed area in the Liberec region, which is the
former military territory Ralsko, although some other municipalities in the Liberec
region show high rate of unemployment, low tax yield etc. This fact resulted in
working up the own methodology for specification of economically depressed
areas by employees of the regional government in the Liberec region. This metho-
dology was used at the creation of the long-term document — Strategy of the Libe-
rec Region Development, where the economically depressed areas and endangered
localities were specified on the basis of following six indicators:

e rate of unemployment — as of 31 December 2001 higher than 10%;

e intensity of entrepreneurial assets — number of entrepreneurial bodies to 1,000
inhabitants lower than 170 entrepreneurial bodies;

tax yield — tax incomes of municipalities to 1 person lower than 4,000 CZK;
density of population — lower than 50 people/km?;

ratio of economically active population employed in services;

ratio of population without school leaving examination.

The regional government in the Liberec region has specified on the basis of
above mentioned indicators six economically depressed areas, which are shown in
Figure 1: Podralsko, Hradecko- Chrastavko, Frydlantsko, Cvikovsko, Zapadni
Ceskolipsko and Centralni Semilsko.
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Fig. 1. Map of Liberec Region with marking of economically depressed areas

Source: Regional Government of Liberec Region, Department of economic development.

For evaluation of the situation in every above mentioned economically de-
pressed area (EDA) the Regional Government of Liberec set a project ,,Programme
of Development of Economically Depressed Areas in the Liberec Region®, which
was worked up in the years 2005 and 2006. The research team consisted of repre-
sentatives of the Faculty of Economics of the Technical University in Liberec, the
Agency for Regional Development, Ltd. in Liberec and the Town Planning Studio
SAUL, Ltd., was working on the project for two years. The objective of the project
was to work up a study for every economically depressed area that will character-
ize the present situation in individual economically depressed areas (EDA) accord-
ing to the selected indicators, which were divided into four pillars: economy, socie-
ty, environment and public administration. The study contains a text and a data
parts. The text part consists of two parts: analytic and a part of proposal. The ana-
lytic part depicts the economically depressed areas (EDA) according to the above
mentioned four pillars and selected indicators for individual pillars. The part of
proposal serves for formulation of proposed measures for five priority areas: eco-
nomic development, infrastructure, tourist industry, human resources and living
environment. Further, the study also contains a data part that serves for the docu-
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mentation and depiction of all indicators including primary sources, which were
used for calculations given in the text part.

3. Fundamental characteristics of individual economically
depressed areas (EDA)

The first economically depressed area is Podralsko, which consists of 14 vil-
lages: Bezdéz, Bohatice, Brnisté, Cetenov, Dubnice, Hlavice, Mimon, Noviny pod
Ralskem, Pertoltice pod Ralskem, Ralsko, Straz pod Ralskem, Velky Valtimov,
Vselibice and Zakupy. EDA Podralsko infringes on two districts: Ceska Lipa and
Liberec. The economic development of EDA is to a certain extent affected by the
fact that the military space of land was on its territory, which caused not only bad
traffic access, but also, at present, big ecological encumbrance. As of 31 December
2004 19,329 citizens lived on the territory of the EDA Podralsko.

The whole economically depressed area Hradecko-Chrastavsko consists of 7
villages: Bily Kostel nad Nisou, Hradek nad Nisou, Chrastava, KfiZzany, Nova Ves,
Rynoltice and Zdislava. All villages in this EDA are situated in the district Liberec.
16,622 people lived in villages on the territory of the EDA Hradecko-Chrastavsko
as of 31 December 2004. A certain advantage of this area is close proximity of
German and Polish cross-border areas, which brings foreign tourists.

The economically depressed area Frydlantsko consists of 17 villages: Bily po-
tok, Bulovka, Cernousy, Détiichov, Dolni Rasnice, Habartice, Hejnice, Hefmanice,
Horni Rasnice, Jindfichovice pod Smrkem, Krasny Les, Kunratice, Nové Mésto
pod Smrkem, Oldfichov v Hajich, Pertoltice, Raspenava and Visiiova. This territo-
ry is a part of the region Cesky sever (Czech North) and belongs to the area
Frydlantsko. A considerable part of the territory area of the EDA Frydlantsko is
formed by the Jizera Mountains. A cross-border area with Poland has a certain ad-
vantage. As of 31 December 2004 16,935 people lived in villages on the territory of
the EDA Frydlantsko and only four villages had more population than 1000 people.

The economically depressed area Cvikovsko consists of 4 villages: Cvikov,
Kunratice u Cvikova, Svojkov and Svor. The area Cvikovsko creates a part of a
tourist sub-area Luzické hory — Novoborsko. A certain advantage can be close
surroundings of the Luzické hory and Méacha's countryside, which are interesting
from the tourist point of view and it is possible to consider a certain visiting poten-
tial to the place. As of 31 December 2004 5,746 people lived in villages on the
territory of the EDA Cvikovsko.

The economically depressed area Zapadni Ceskolipsko consists of 25 villages:
Blatce, Blizevedly, Duba, Holany, Horni Police, Chlum, Chotovice, Jestrebi, Kamenicky
Senov, Kozly, Kravate, Luka, Novy Oldfichov, Provodin, Prysk, Skalice u Ceské Lipy,
Skalka u Doks, Struznice, Stvolinky, Tachov, Tuha, Volfartice, Vrchovany, Zandov and
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Zdirec. The whole area is situated in the district Ceska Lipa. As of 31 December 2004
17,253 people lived in villages on the territory of the EDA Zapadni Ceskolipsko.

The economically depressed area Centralni Semilsko is situated in the district
Semily and consists of 16 villages: B¢ld, BeneSov u Semil, Bradleckd Lhota,
Bystra nad Jizerou, Jablonec nad Jizerou, Kostalov, Kruh, M#i¢na, Nova Ves nad
Popelkou, Ponikla, Piikry, Roprachtice, Roztoky u Semil, Slana, Svojek and
Syfenov. The whole EDA is located between the tourist districts Cesky raj and
Krkono$e mountains in picturesque countryside Podkrkonosi. As of 31 December
2004 9,583 people lived in villages on the territory of the EDA Centralni Semilsko.

Table 2. Overview of basic indicators in individual economically depressed areas (EDA) in Liberec Region

. EDA I,EDA EDA EDA ‘,EDA . EDA .
Indicator Podralsko Hradecko- Frodlantsko| Cvikovsko Zapadni | Centralni
Chrastavsko | Ceskolipsko| Semilsko
Area (km?) 3794 170,1 320,4 79,1 360,3 152,3
Population (as of
31.12.2004) 19 329 16 622 16 935 5746 17 253 9583
Number of towns in EDA 14 7 17 4 25 16
Density of population
(number of inhabit, /km?) 51 %8 53 3 48 63
Rate of employment as
of 31.12.2001 9,5 9,8 17,5 14,8 13,0 8,8
Rate of unemployment
as of 31.12. 2004 10,3 10,8 17,7 12,7 15,0 9,4
Numberof 3186 3771 3405 1129 3375 1957
entrepreneurial bodies
frﬁg‘ which: very small 3086 3683 3341 1112 3306 1920
very small —ratio in % 96,86 97,67 98,12 98,49 97.96 98,11
small — number 77 73 50 11 63 32
small — ratio in % 2,42 1,94 1,47 0,97 1,87 1,64
medium — number 19 13 11 6 5 5
medium — ratio in % 0,6 0,34 0,32 0,53 0,15 0,26
large — number 4 2 3 0 1 0
large — ratio in % 0,13 0,05 0,09 0 0,03 0
Number of
entrepreneurial bodies 164,8 226,9 167,6 196,5 195,6 204,2
to 1000 population
Tax yield 7447 7213 6718 6 683 7422 7422
Number of
economically active 9661 8 490 8 553 2879 8 875 4 665
population
Ratio of economically
active popul. in total No 499 511 505 50.1 514 486
of popul. (as of
1.3.2001in %)
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Ratio of econ. active
popul. employed in
services in total No of
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16,6

18,9

16,8

19,2

16,8

16,5
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with university
education
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494

324

150

346

223
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with university
education in%
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Source: own elaboration based on [3; 4; 6; 9; 10; 11; 12].
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4. Evaluation of selected indicators for specification EDA

For the specification of the economically depressed areas six basic indicators
were set up. The rate of unemployment as of 31 December 2001 higher than 10%
was taken as the first indicator. The value of this indicator was between 8.8-17.5%
in individual EDA in the year 2001. If we compare this indicator with the value of
the Liberec region (shown in fig. 3) where the rate of unemployment is somewhere
about 8% we can see that some of the economically depressed areas show almost
twice higher unemployment. For the assessment of the EDA it is suitable to use
this indicator because its value is influenced by a couple of factors. For example,
the rate of unemployment is influenced by a number of job offers which are very
limited at present because of closing lots of entrepreneurial bodies (agricultural
companies, textile and glass factories etc.) in the monitored EDAs. Further indica-
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tor influencing the rate of unemployment is an education structure of population
according to which people without school leaving certificates represent the biggest
part in all EDA.

Further indicator is a number of entrepreneurial bodies for 1000 people smaller
than 170 entrepreneurial bodies. The analysis of individual EDA results in a fact
that the amount of entrepreneurial bodies falling on 1000 people is fluctuated from
165 up to 227. Although in two EDA the number of entrepreneurial bodies is just
under the fixed limit (EDA Podralsko 165 and EDA Frydlantsko 168) we can rec-
ommend also this indicator to use after the specification of EDA. This indicator
informs us about the given area and the number of small and very small businesses,
which started their business after closing bigger companies. In individual EDA
there are from 1 to 4 big companies where low interest of investors in these areas is
caused by bad traffic access, low education structure and insufficient age structure.

Another indicator — tax yield per capita lower than 4,000 CZK was set up for
the classification of the economically depressed area. From the calculations given
in table 2 is obvious that individual EDAs are above the limit. If we compare these
data with the fact given for the Czech Republic (shown in fig. 2), where the tax
yield is 41,085 CZK, it is evident that average tax incomes in monitored EDAS are
several times lower. However, we must not forget that the revenue collection aver-
age per capita in the Czech Republic considerably suffers from bias because of the
capital Prague, and also other ,, rich® areas (such as large municipal agglomera-
tions). At the volume of revenue collections the influence of the law on budget
assessment of taxes (it specifies the method of their allocation to regional self-
governing units and to some state funds). No doubt that this law gives priority to
the solidarity principle, but as a consequence it is only for some size categories of
localities. Villages up to 100 population are in considerable disadvantage, on the
contrary, cities with more than 100,000 population and, above all, the capital Pra-
gue have tax yield much higher than the other municipalities (in case of villages up
to 100 population 0.4213; in case of cities from 100,001 to 150,000 population
1.0393; large cities with more than 150,001 population 1.6715; the capital Prague
2.7611). Further reasons for the difference we can see not only in a different coef-
ficient of the size category of the municipality for sharing revenue collections, but
also in higher yields from real estate tax and from income tax of free-lances. This
indicator is also suitably chosen for specification of EDA, but its limit should be
higher.

Density of population lower than 50 people/km?® was set up as another indica-
tor. The value of this indicator is between 51 and 98 people/km? in individual eco-
nomically depressed area. In the Liberec region the value of this indicator is
135 people/km?. The magnitude of this indicator depends on a whole range of fac-
tors. The job offer in the given area belongs to the main factors. Further, the value
of the indicator also depends on transport infrastructure and on transport services,
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which would facilitate the people in EDA to commute to work in more distant
places. Further substantial factor is to secure social services for older people (there
are health care, old people’s homes, home nursing and services for elderly citizens
etc.). Further essential factor is also the offer for housing. The individual EDAs
mostly show the old available housing, there is a very low housing construction,
insufficient social services, very bad transport services, because a lot of transport
connections were cancelled for reasons of low efficiency. This indicator is also
possible to take for specifications of the economically depressed areas.

The ratio of economically active population employed in services is also at a
very low level in individual EDAs. It fluctuates between 16.5% and 19.2%. This
indicator also reflects the education structure of population, which is not satisfacto-
ry and also the possibility to commute to work. A number of people in the EDA
cannot find a job in the tertiary sphere, because they do not have required qualifica-
tions, the possibility to commute to work is very complicated for the reason of
insufficient transport services and the EDA itself offers very limited number of
jobs in the tertiary sphere. This indicator | would evaluate as a non-essential for the
specification of the EDA.

The last indicator for the specification of the EDA is a ratio of population with-
out school leaving certificate, which fluctuates between 39.6% and 63.4% from the
total number of population living in the EDA. In graph 2 you can see the ratio of
population with university education, which shows the low educational structure of
individual EDA. It is most of all caused by the fact that in the given areas there
were job offers mainly in big agricultural cooperatives, state farms or in textile,
glass and uranium industries. It means that it was not necessary to have a university
degree or even secondary school education for such kinds of jobs. At present this
problem is reflected in the higher level of unemployment, because for the people,
who have low education without school leaving certificate, it is very difficult to
find a job at present labour market and most of them are not able to run their own
business. This indicator is useful to follow for the specification of the economically
depressed areas.

5. Conclusion

The economically depressed areas involve 83 small towns and villages from
the total number of 216 in the Liberec region. Furthermore, the economically de-
pressed areas cover almost a half of the area of the Liberec region and about 20%
of population live in the EDAs.

On the basis of the above mentioned indicators it is possible to say that prob-
lems of individual EDAs are very similar to one another. The essential problem of
all the EDAs is their weak economic base. This situation is caused by the end of
activities of many economic bodies (eg. agricultural enterprises, enterprises of tex-
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tile industry, uranium mining etc.). However, the enterprises have not been recom-
pensed by new ones. As a consequence of it is a high rate of unemployment, de-
crease in revenue collections per capita, decrease in economically active popula-
tion. Further consequence of closed down enterprises is a rise of so called brown-
fields and also a rise of lands, which are not cultivated and developed.

The above mentioned problems are very serious and it is necessary to solve
them. But the financial situation of the smallest villages on the basis of the given
data is very complicated. With regard to very low local budgets it is not possible to
realize bigger investment activities, which are also tied to various subsidies. In case
that a town finds money in the form of a loan for various investment activities, its
future repayment including interests considerably burdens the town budget. Be-
tween small municipalities and big cities there are big differences in fiscal policy
where the small towns and villages are placed at a disadvantage. These small mu-
nicipalities are more dependent on subsidies for their development, but regarding
the complicated subsidy system and its administrative machinery it is not possible
to consider this situation satisfactory. The solution can be found in modification of
statutory budgetary determination of taxes with arrangement of higher motivation
for a support of entrepreneurial environment with the aim to increase revenue col-
lections on one hand, and on the other hand, in support for voluntary village inte-
grations (or creation of associations of villages), which make the realization of
bigger development projects possible in case of dependence reduction on subsidies
and bank loans. In conclusion we can say that the given state is an obstacle for
more dynamic development of small villages and it results in deepening the differ-
ence between the small villages and municipal agglomerations.
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OCENA STOSOWNOSCI WYBRANYCH CZYNNIKOW
DO WYODREBNIENIA REGIONOW SLABIEJ ROZWINIETYCH
W REGIONIE LIBERCA

Streszcenie

Celem artykutu jest ocena stosownosci wybranych czynnikéw zastosowanych do wyodrgbnienia
przez wiadze lokalne regionéw stabiej rozwinigtych w regionie Liberca. Wladze lokalne
wypracowaty swoja wlasng metodologie dla specyfikacji stabiej rozwinigtych regionéw, na podstawie
ktorej wyodrgbniono sze$¢ nastepujacych: Podralsko, Hradecko, Chrastavsko, Frydlantsko,
Cvikovsko, Zapadni Ceskolipsko i Centralni Semilsko. Metodologia ta zostala wykorzystana w
aspekcie dlugoterminowym przy tworzeniu ,,Strategii rozwoju regionalnego Liberca”.

Zgodnie z metodologia Ministerstwa Rozwoju Regionalnego wyrdzniono tylko jeden stabiej
rozwinigty region Liberca, ktorym jest byly obszar militarny Ralsko.

Kwestia ta jest tylko czg$cia rozwigzania w ramach projektu Ministerstwa Rozwoju
Regionalnego w Czechach ,Innowacyjne podejscie do rozwigzania problemu dysproporcji na
poziomie regionalnym” (WD-37-01-1). Problem ten zostal rozwigzany w ramach programéw:
»Badanie dotyczace rozwigzania problemu dysproporcji regionalnych” i ,,Wsparcie rozwoju
regionalnego”.
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