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Abstract: This paper will assess transparency in the detisiaking process in sports
grants allocation. In comparison with other paftshe public sector, surprisingly little
is known about transparency in the sports sectorindreasing portion of public funds
is spent on sport grants; this establishes thességefor research. Can any positive
effects of sports grants be expected to appearoutittransparency in the decision-
making process? An examination of the process afityeis crucial for future public
resources allocation. Based on the general assomgitat NGOs are important actors
in economic and political development, we addrlBesGzech Republic at the municipal
level.

The main goals of this paper are to assess thepaaency of the allocation of public
grants for sport organizations on the municipalelem the Czech Republic and to
discuss one possible method for improving systeamsparency and efficiency:
vouchers.

We discuss sport vouchers as a possible tool f@raming transparency. Vouchers

solve the problem of transparency in the decisi@king process by transferring the

purchasing power to the client. Although using speouchers as a tool for allocating

public resources is quite rare, there are a fewnpi@s of this practice in the Czech

Republic. We established two research questions:D@ sport clubs perceive the

allocation of sport grants at the municipality leas transparent? (2) Do sport clubs
consider a voucher system as helpful for the tramrsgy? To answer these questions,
we discuss the theory and specific conditions i @zech Republic; we perform a

survey among sport clubs and we examine example®wther implementation; and

we discuss the general consequences of our results.
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Introduction

Transparency in the allocation of public grantsnigortant topic in most democratic
countries. The post-communist European countries faroblems of transparency as
well as corruption in various parts of the pubkct®r (see Transparency International's
2011 annual report). This paper will investigatengparency in the decision-making
process in sports grants allocation. In comparisiih other parts of the public sector,
surprisingly little is known about transparencythie sports sector.

An increasing portion of public funds is spent guorgs grants; this establishes the
necessity for research. The EU believes that “esgmoots sport, equal opportunities
and open access to sporting activities can onhgimranteed through strong public
involvement” (Commission of the European Union;1j3, 2007a). Can any positive
effect be expected to appear without transparemtlye decision-making process?

Exploring the reality is crucial for future publiesources allocation. Research results
have raised arguments against the support of sgtidities/organizations from public
budgets because little or no positive economic otpwere proved (e.g. ARTIN 2001,
JONES 2002) and the process of grants allocation is nzogolitical than a rational
economic process (TOR 1995). There are at least three possible persgsctia the
problem of grants allocations for sports organ@ai 1) grants are useful and benefit
society; it is also a traditional part of stateidties; 2) grants can be useful and benefit
society under specific circumstances; 3) grante havreal effect, it's a kind of a fiscal
illusion; grants are the result of political deois$ without connections to any economic
or non-economic benefit for society. If there are e any positive effects, the
transparency of the decision-making process iscagsary condition (Stirton & Lodge,
2001). Based on the general assumption that NG@gs ipiportant roles in economic
and political development (Brown & Kalegaonkar, 2pjGve address the situation at the
municipal level in the Czech Republic which is Uguperceived as a partner of NGOs.

The main goals of the paper are to assess theptrary of the allocation of public
grants for sports organizations on the municipatllen the Czech Republic and to
discuss one possible method of improving transgareavouchers system.

The evidence that there is a transparent envirohineggrants allocation does not mean
that the positive effect on society automaticalpp@ars... but it is one of the key
conditions. If the Czech Republic fails in the diebf sports grants allocation

transparency, we can seriously doubt the positifects of grants in the other post-

communist countries. Examining this key conditisrone step on the way to answering
“What should we do with grants for sport? How sldowe allocate them? Which

criteria should be relevant?” Without answers testh questions, the continuation of
public grants allocation is like playing tennisriaglfolded and being surprised when the
ball is not hit.

Wolman and Spitzley (1999) recommended that futgsearch should focus on
participants and their interests in a conflict andhow the conflict is resolved. Our
research adds the problem of transparency as ablemffecting participant behaviour
and wider policy outcomes (positive effects forisbg. We discuss sports vouchers as
a possible tool for improving transparency. The oée/ouchers in public resources
allocation was originally introduced in the eduoatisystem. One of the earliest
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suggestions for the government use of vouchersgrbgdFriedman, Friedman, 1982),
was as a way to fund education without excessiveemunent intervention in the
education market. Vouchers typically transfer pasihg power to the client.

The healthcare sector is another possible vouctakeah that has been extensively
explored. Health vouchers could be used as a wmolincreasing patient choice in
healthcare providers or targeting subsidies topib@ and/or high risk and vulnerable
groups (see more in Gorter et al 2003), and walietired vouchers may provide
transparent funding of healthcare services (Wil$689;Peacock & Sega000). The
use of sports vouchers as a tool for public resoatiocation is quite rare, though early
attempts were made in the USA and there are exanopleports vouchers in the Czech
Republic. Crompton (1983) noted that “there is agda that resources may be allocated
to the most persuasive rather than the most resmomsganizations”. Valkama &
Bailey (2001) categorise sport vouchers as serviaechers within the public sector;
however, they see vouchers as a useful tool forl@mep to motivate/reward
employees. Their taxation of vouchers enables tssipility of using vouchers as an
allocation tool similar to school vouchers.

The vouchers represent a possible answer to thespasency problem. Neither
transparency nor the voucher system has yet besmanehed in the sport sector. We
established two research questions:

- Do sport clubs perceive the allocation of sporintgat the municipality level
as transparent?

- What are the (dis)advantages of the voucher sysitethe opinions of sport
clubs, and what is the practice of municipalitidsichh use the voucher system
for sport grant allocation?

To answer these questions, we discuss the theahgpecific conditions in the Czech
Republic; we perform a survey among sport clubseatamine examples of the voucher
system implementation; and we discuss the generaerjuences of our results.

Public financing of sport organizations in the Czela Republic

There are many opportunities for Czech sport omgdiuns to receive some kind of
grant (see Table 1); however, each decision abutt gllocation should be based on
the same principle: the application of definite mi@ation rules which respect the goals
of the sport policy. The sports organizations ase anly non-governmental; they can
also be for-profit organizations. The following &ss is focused only on NGO sport
organizations for two reasons: (1) with the exaaptf some professional sports clubs,
the NGO legal form has a strong majority, partidylaue to tax preferences; and (2)
the non-profit legal form is usually a conditiorr fgrants, especially at the municipal
level.
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Table 1: Review of sport NGOs and their public secr partners

Typ(,a\lgfos port Description Subsidizer Dmegfécr)n
General Sport| There are nine GSAs which Ministry of Ministry
Associations | encompass all sport branches | Education, committee
(GSA) unions/federations in the Czech| Youth and Sport
Republic. These nine were Ministry of
stakeholders of the biggest Defenc):e
lottery company in the Czech
Republic. Their role consists of | Ministry of the
providing financial and non- Interior
financial support for sport EU
unions/federations. It seems that .
their role has been decreasing funds/projects
since 2011.
Sport branch | Members of one of the GSAs. | Regional Representative
federations / | Each sport union/federation municipalities body
unions / incorporates sport clubs in the Ministry of
associations | given sport branch. These ducat)ilon
unions/federations can be divide '
into regional sub- outh and Sport
unions/federations. EU
funds/projects
Sport clubs Basic unit. Most sport clubs ar¢ Regional and Representative
NGOs; however, some of them | local body
operate as ltds, joint stock municipalities
companies, or sole proprietors. EU
funds/projects
Sport federation
association

Source: author

The role of municipalities in the process of sulzigy sport NGOs is all the more
important because sport NGOs receive grants andfinancial support from
municipalities more frequently than they receivepmurt from their own sport
federation/association; see Figure 1. Our studwshmportant information about the
failing system of internal support within the spfatieration. It could be expected that
the internal support system within the sport fetlenaand association would be more
supportive and generous than municipal support.é¥ew sport federations can also be
recipients of public grants; the only differencetie system of redistribution. Nemec et
al (2000) showed that there is a risk of high depese on public budgets for sport
clubs in the Slovak Republic.
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Figure 1: Comparison of support received from localmunicipalities and sport
federations (in percentage of respondents 2011)

Do you receive support from your municipality/sport federation?
M Local municipality Sport federation/ associaton
60
50
40
30
20
10
0 I —
both grants and non- yes, only financial yes, only non- no no and municipality /
financial support grants financial support sport federation
makes up obstacles

Source: author

In the following text, we focus mainly on sport argzations and their relations and
experiences with government at the local level.sTétep allowed us to compare the
declared attitude of municipalities with sport dubpinions and experiences.

Research methodology

The results are based on two separately performalyses. The first analysis presents
the results of our survey among sport clubs. Thers# analysis involved examples of
sport voucher implementation in the Czech Republic.

1. Questionnaire research among sport clubs

This is the key part for assessing the differeretevben declared principles and reality
as perceived by sport clubs. The questionnaireareBewas conducted among sport
clubs in the Czech Republic in spring 2011. A b§t19 questions was sent to 1567
sport clubs; 430 completed forms were returnedth®$e 430 respondents, 406 were
listed as having a non-profit legal form. It isfati@ilt to estimate the total number of
sport organizations in the Czech Republic, hencecarnot evaluate if the answers
were enough for a representative sample. The qumestire was sent to approximately
60% of the sport organizations enrolled in the ®z8ports Associatior0STV). CSTV
includes 72 sport federations and it is estimatieti 70% of athletes are members of the
CSTV.

We estimated that the 430 respondents represermpxapmtely 58,000 registered
members of sport clubs. However, there are an atin2.5 million members of sport
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organizations. We analysed responses to six qmest{d) “Did you receive suppdrt
from your municipality?”; (2) “Did you receive supp from your sport
federation/association?”; (3) “How should granésdilocated?”; (4) “How are grants
allocated in reality?”; (5) “Have you noticed anpplems with corruption in relation to
sport grants allocation?”; and (6) “What do younthiabout using vouchers for the
allocation of grants?”

Respondents (sport clubs) had the opportunity swean a question about how grants

should be allocated. They were allowed to chooseentibkan one answer, and their

contributions to the final percentage were caladadn the principle that one club has

one suffrage; thereby, if there were four possiriewers, each answer was calculated
as one quarter for each category. All answers weomymous.

2. Analysis of examples of voucher systems used fgport grants at the municipal
level in the Czech Republic

We gathered information about three municipalitidsch had implemented voucher
systems and one municipality with a proposed voudystem. All information was
verified in September 2012 through publicly avdiatbocuments.

Research results

The results show an unsatisfactory situation in@zech Republic. The questionnaire
revealed that 76% of sport clubs regularly applydmnts. All answers indicated that
respondents expect transparency, i.e. clear eiterhich are crucial for grants

allocation. The option of an open-ended answer neger used for expressing a
preference for any kind of clientelism or corrugtiaties. Most sport organizations

expect definite criteria for grants allocation (sEiy.2). As with other answers, we see
the typical conflict of evaluating the criteria. \&this most important: the number of
youth, the number of members, the popularity ofsfhert, or something else?

Figure 2: How should grants be allocated (opinionfosport clubs in 2011)?

1%

based on the number of members (more
members= more money)

based on the popularity of the sport
(higher popularity=more money)

3% B based on definite criteria of the
examination process

M based on the number of youth (more
youth= more money)

m subsidies should not be provided

Source: author

Support means financial grants and/or non-finarstialport
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The question of how grants are allocated in reali\s asked of all the sport clubs, not
only those that had applied for grants in the presitwo years; see Figure 3. There are
two reasons for this:

= The sport club could have its own experience froonenthan two years ago.

= The sport club could be informed by other sporbsluVhen we calculated the
results only for those sport clubs that applied doants in the previous two
years, there was no significant difference.

Figure 3: How are grants allocated in reality (opifion of sport clubs in 2011)?

3%

based on definite criteria of the

examination process

22%

based on the number of members (more
members= more money)

M based on informal relationship with

decision-makers

22%
m other

M based on the popularity of the sport
(higher popularity=more money)

Source: author

Sport organizations have to provide a lot of infation about themselves and about the
purpose of their grant application, but in mostesathey have no information about the
examination criteria and preferred allocation alédives. This situation inevitably leads

to a point where the majority of potential recigietegin to perceive the process as
non-transparent and potentially corrupt.

The decision-making process usually involves thategs: (1) A hearing with the sport
(or education) committee which is an adviser far thunicipal body. The committee
usually concludes the hearing with some recomméntatfor the council and the

representative body of the municipality. This hegris not open the public. (2) The
proposal submitted by the committee is discussetthéygouncil of the municipality and

it is concluded with recommendations for the repnéative body. This process also
does not permit public access. (3) The representaibdy makes a decision, usually in
accordance with the recommendations of the cowamdlthe committee. The results of
the decision-making process are then announced.

49



REVIEW OF ECONOMIC PERSPECTIVES

Corruption

Although respondents perceive the system as araoggarent, only 13.3% reported a
direct experience of corruption. In combination hwisymbolié corruption, we can
estimate that at least 30% of respondents hacc®daon-transparent environment; see
Table 4. The absence of corruption does not meairthle system can be considered as
transparent.

Table 4: Have you noticed a problem with corruptionin relation to sport grants?
Answer Number %

Yes 57 13.3
Yes, but symbolic rather than effective corruption 75 174
No 298 69.3
Total 430 100.0

Source: author

Vouchers — opinion of sport clubs

The question about vouchers as a possible solttiche transparency problem was
presented without additional information for respents. We thus have to evaluate the
results taking into account the possibility thaingoof respondents had no knowledge of
the voucher system.

Figure 4: Using vouchers for grants allocation (opiion of sport clubs in 2011)

5% Voucher can help with
transparency

m Vouchers increase administrative
stress for both clubs and
municipalities

B Voucher can discriminate against
"small" less popular sports

m different opinion

m don't know

disagree

Source: author

3In this case, the term “symbolic corruption” reféssthe situation when decision makers receive
gifts (before or after deciding) that could be ddased as reciprocal. The word “symbolic” refers

to the fact that the gift is usually of little fineial value (like a bottle of whiskey or a box of

chocolates).
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The surprising opinion that vouchers could discnaté against clubs participating in
less popular sports has strong roots. We can geeative issue behind this answer. If a
sport is popular, then it has better access toap@ivesources and therefore a less
popular sport (but also producers of positive exdéties i.e. health, lifestyle) should be
supported. On the other hand, if a sport is popitlaneans that people are interested in
this sport and therefore it is reasonable to supghdorhe problem is obvious in the case
of vouchers: less popular sports have fewer membapds hence they receive fewer
vouchers.

Considering actual experiences with corruption #redopinions of sport clubs on how
grants are actually allocated, we find interestitilerences in the opinions of sport
clubs that support the idea of the voucher systm. first result can be seen in Fig. 5,
where “voucher supporters” more often perceivednirallocation as a result of
informal relationships with the decision-makers.pEbience with corruption is also
higher in the group of “vouchers supporters” (Sabl& 5).

Figure 5: Opinions of sport clubs on the voucher stem in percentage in 2011

based on the popularity of the sport (higher
popularity=more money)

other N

based on informal relationships with decision-

makers ... 000090000000

based on the number of members (more

members= more money) ]

based on definite criteria of the examination
process

0,00 10,00 20,00 30,00 40,00 50,00 60,00
Total results ™ Vouchers supporters

Source: author

Table 5: Experiences of sport clubs with corruption

Have you noticed any

pr(_)ble_ms W't.h vouchers Total results Difference
corruption in relation to supporters

sport grants?
Yes 11 14,67 57 13,26 1,41
Yes, but symbolic rather 16 21.33 75 17.44 3.89
than real
No 48 64,00 298 69,30 -5,30
Total 75 % 430 %

Source: author
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Vouchers for sport in the Czech Republic

The idea of vouchers used for grant allocationasnmew in the Czech Republic. The
following list presents the practice of selectedniipalities where part of the total
financial resources dedicated to sport is alloc&teducher programs.

The voucher system has been implemented in thtes:cHodonin, with 25 thousand
inhabitants and the longest tradition in vouchestay (since 2008), Opava (58
thousand inhabitants), and Rbdady (almost 14 thousand inhabitants). One city
(Prostjov,” with 44 thousand inhabitants) is considering impeating the voucher
system. Each city created its own system; howewer,can find similarities. The
voucher system is based on the following principteall these cities: the person with
the right to the voucher has to visit the municiptiice and pick up the voucher; the
voucher (one or all parts) is given to the spanbgbreferred by the voucher bearer; and
the sport clubs submit the vouchers to the muniitypeon the basis of which they
receive financial support. However, Opava (Opava32bypassed the first step; the
prospective recipient can print the voucher andegiv to the sport club. The
municipality is responsible for duplicity check.

The value of the voucher can be set explicitly beefdistribution (Progfov) or derived
from the total amount dedicated to subsidies amdntimber of vouchers presented by
the sport club (Hodonin — ex post 85 euro per veuahm 2012; Opava). Based on the
information available, the value of vouchers altedafor one child (recipient) is 40-100
euro per year. Although vouchers are usually camesitdi to be more transparent than the
standard grant system, we noticed some difficultigien seeking information about
vouchers on the web pages in these cities. Sonwniation (e.g. the number of
received vouchers, the number of supported chi)dveas not easy to find. We also
found some information unclear from the point oéwiof the sport club. Ex ante
determination of the voucher value is probably mtmansparent for sport clubs;
however, from the point of view of the municipalitiycan cause surplus budget issues.

All the cities use vouchers as a supplementary ogetbr allocating financial support

for selected groups of recipients. However, in sarases, if a club receives a direct
grant from the municipality budget, then it is ex®d from the voucher system
(Opava). Other differences can be found in the systeriabes.

The first variable in the voucher system is thgeagroup as defined by the age of the
prospective recipient. Hodorfimnd Opava enabled vouchers only for the age group
ranging from 6 to 18 (19) years; Rbady does not apply any age restriction. An
alternative approach of the cities can be seeninlgioe possibility to get the voucher
even if the recipient does not have a permanermeaddn the city (Hodonin).

Another variable is the divisibility of the vouchiato parts (Hodonin and Opava enable
division into two parts, Pathrady into three parts). The divisibility of the voucher
means that each part of the voucher can be givelifferent organizations or all parts

“Bursa 2012

5Opava (2012; 1), Opava (2012; 2), Opava (2013;1)

®Hodonin (2012; 1), Hodonin (2012; 2), Hodonin (203)2 Hodonin (2012; 4)
7Podf:brady 2012;1
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can be given to one subject only. Table 6 summsirthe available data about the

practice in the municipalities presented.

Table 6: Main differences among the voucher systeim analysed municipalities

A Expenditure Number of
Determination
. on one Number of supported
City of the value L Target group L
of voucher recipient in parts recipients
CZK (2012) (2012)
Hodonin Floating 2118 Age 6-18 2 875 (2009)
(ex post)
Opava Floating 1000 Age 6-19 2 966
(ex post)
Floating -
Podtbrady (ex post) NA No age limit | 3 N/A
Prostjov Fixed
(proposal) (ex ante) ) Age 6-19 2 )

Source: author

Summary of findings

We identify a lack of transparency and showed pakspace for the voucher system
as a tool for increasing transparency. Only 23%redfpondents stated that grant
allocation is done according to clear criteria (mogiology). Another important finding
is that almost 30% of respondents experienced sforma of corruption. Despite
unpromising finds, we proved that there is a redyi good relationship between clubs
and municipalities (at least in comparison withatieinship with sport federations). The
role of municipalities in sport support has a Idradition and cooperation with non-
profit organization is a part of modern society.

The vouchers system may be a part of this reldtipndVe discovered that the sport
clubs have a somewhat skeptical position, and weldvprobably discover the same
opinion from municipalities. However, most of thskepticism could result from

insufficient information.

Based on analysis of the voucher systems in mualitigs where the system has come
into practice, we created the summary providedahl& 7. We assume that the voucher
system may be more transparent; however, it prgtiableases the total administrative
stress for the municipality, sport clubs, and tlitizens in the target group of the
voucher program. But the example of Opava showatlttiis administrative stress can
be minimized and transferred to the municipalityl #unicipalities use the voucher
system together with the grant system based orestg|by clubs, whilst the decision is
made by the municipality body.

53



Table 7: Advantages and disadvantages of voucherrs $port

Advantages (benefits) Disadvantages (costs)

Recipients | * Motivation to continue of  Time (and cost) for collecting th
start with sport voucher from the local municipality
» Freedom of consumer choic

= [ndirect involvement in
public affairs

[}

D

Sport clubs| = Increasing interest in services Administrative stress
/organization| granted by the voucher = Economic costs of administration

= Guaranteed support not* The risk that no public resources
dependent on a political Would be gained if no vouchers
decision-making process from members were gathered

= Vouchers are set to a fixed amount
of money, hence cost differences
among sports are not taken into
consideration

= The value of the voucher can be
floating (derived from the numbe
of collected vouchers), and thus the
sum of money can be unpredictable

=

State / local = Establish a transparentDirect economic cost:

municipality system based on inhabitants® Costs of distribution of vouchers
revealed preferences instepd |ncreasing of administrative stress
of on a political decision especially if vouchers are used |in

= Absence of the necessity fo COmbination with the previous
formulate a clear sport grant System
policy — consumer choice Other impacts

determines allocation = Vouchers cannot be used |in
investment decisions

Source: author
Considering opinions of sport clubs we identifiadete important variables:

- Vouchers may increase transparency
- Vouchers may induce new administrative stress
- Vouchers may discriminate against “small sports”

The administrative stress can be minimized throadtenchmark of voucher systems
already implemented. And the problem of “small” gpdubs/branches (i.e. less popular
sports or clubs with a small number of members)msolved (if it is the preference of
a municipality) by the grant system based on tlggiest and decision-making process
of a municipality body. Or we can accept the prentlsat clubs with more members
(inhabitants of the municipality) gather more voeichand hence they have right to
receive higher financial support.
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Conclusion

We investigated the opinions of sport clubs relatedhe problems of transparency,
including corruption, and to a possible solutionthe voucher system. Without
transparency, any positive effects for society aetliby grants for sport organizations
can hardly be expected. Information was colleciacdavquestionnaire given to 430 sport
clubs during spring 2011. We found a critical lamktransparency in the decision-
making process in the Czech Republic. In other wowme played tennis blindfolded
and we missed the ball.

The analyses performed showed serious problemstiétiransparency of the decision-
making process. However, we found that at leastesimfiormation about general grant
principles is available, which is encouraging. Wald anticipate that transparency
problems are closely related to the availability mfblicly displayed information
provided by the municipality (i.e. granting pringp, methodology of decision-making,
review of allocated grants). Considering the insheg portion of public resources spent
on sport, we pointed out the necessity of reseandh.are convinced that finding the
roots of the transparency problem and the upriginrgssure on public resources is
necessary before any changes could be made.

One of the challenges for the theory is to suggestadministratively simple but

transparent system for the decision making conogrngrants. Under specific

conditions, the voucher system can be a tool f@rawing transparency of the system.
The challenge for the public sector is the impletagon of this system. We conclude
that inspiration could be found in alternative thie® and comparisons of the best
practices among Czech and other European counti@msidering that any

implementation of such a system would be stricthjuatary (at least in the Czech
Republic), we have to rely on the hope that mostinipalities really want to maximize

the positive effects of grant allocation. Questidike “How can we support sport

through public budgets?” or “How can we increase tilansparency of such support?”
are still alive. If we ever want to improve spaupport and achieve positive effects for
society, we have to stop non-transparent grancation and consistently seek best
practices.
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