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Framework
1. Public administration reform – David
2. Local Governments finances

1. Regions
2. Municipalities
3. Building fiscal capacities - municipalities
4. Problems
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Regions

01-03: moving of competencies from central
government to regions

Fiscal insufficiency of regions
problem: own revenue
insufficiency
central government: social
democrats
regions: Civic dem. par.
unwillingness to solve
biggest part of  revenues
are grants (conditional) –
financing of education,
roads and „minimal public
transport service“
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Budgetary allocation of taxes
(regions)

main law affecting „own“ resources
in the first version (from 2001): no tax
revenues
in the novel („temporary only for 2002“): small
portion according to transfered competencies
main task: cover up direct cost of primary and
secondary education
temporary novel remained in force until 2005
novels: Pardubice region version,
governmental (2003, 2004)

Present problems
regions still play small role
tax revenues X conditional grants
central governments X regions
absence of minimal standards of public
services
regional hospitals: commercial company X
allowance non-profit organization
„minimal public transport service“: unsigned
agreements between regions and Czech
railway company

European Charter of Local Self-Government
Czech Republic signed the ECHLS on 28 May 1998, and
ratified it on 7 May 1999

and

European Charter of Regional Self-Government
the final version of this charter has not been passed yet

Important documents Districts

deconcentrated branches of
government
coordinated inter-municipal affairs
the head was appointed by MI
till 2000 districts were „independend“,
2001-02 were part of the state budget
the biggest part of the revenue: grants
important part: tax revenues

Municipalities

ECHLS
problems:

too many small municipalities
municipalities with different extend of
delegated responsibilities
tax revenues
indebtedness

BAT – tax revenues

small share of local taxes – LG cannot
influence their revenue
1993-2000: revenue generated from the
taxes paid in the (surrounding) area
2001: big change of BAT
most of the tax revenues are from „shared“
taxes and have the shape of the
unconditional grants
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Purposes for BAT change

small municipalities
unjustifiable differencies
concentration of tax payer cash
registers
speculative moves of self employment
different dynamics of tax revenues into
state and municipal budget
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Tax revenues of LGs

Borrowing of LGs

source: Ministry of Finance of the CR: Macroeconomic Forecast

macroeconomicaly it is not a problem – 2005: 2,8 % GDP
problem from microeconomic point of view:

some municipalities have serious problem and are „forced“ to sell
property
problem grows (reciprocal proportion) with the size of
municipality

How to solve indebtedness?

MF take steps in the end of 90-ties:
some grants are tied in with the debt
maximum debt service was set as % of revenue
(unclear how to measure, valid only for 1 year)
these steps were not successful

in 2004 new definition of the debt service
MF is in charge of controling municipal debt


