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Abstract 
 

China is the fourth largest sugarcane producer in the world. The EU is the world's largest 

importer of cane sugar. That is the question why Chinese influence on the EU market is only 

marginal and no significant change has occurred since EU quotas on sugarcane import fell in 

2017. The paper investigates the reasons why imports of cane sugar from China into the EU 

keep stagnating despite the liberalization efforts on both markets and growing demand for 

unrefined brown cane sugar in Europe as a healthier alternative to white sugar from sugar beet 

plant in Europe. Authors identify the three main barriers to the development of China-EU sugar 

cane trade. These are political-economic, productive and cultural barriers. Combining all these 

three elements creates the current state.  

 

Keywords: BIO product; cane sugar; internationalization; trade China-EU 

 

 

 

1. Introduction 
 

There is a growing demand for brown cane sugar in the EU. Many EU consumers 

perceive cane sugar as an alternative to sugar beet. Until now, cane sugar has been imported 

into the EU from Mauritius, Latin America or India (Smolík, 2018). China, as the world's fourth 

largest producer of sugar cane, only marginally affected the EU market. After the end of EU 

sugar quotas in 2017, the question was to what extent the area would change the import and 

export of sugar. This paper examines the reasons why the import of cane sugar into the EU from 

China China, as the world's fourth largest producer of sugar cane, only marginally affected the 

EU market. After the end of EU sugar quotas in 2017, the question was to what extent the area 

would change the import and export of sugar. This paper examines the reasons why the import 

of cane sugar into the EU from China is stagnant and even after the change of sugar policy there 

was no significant change. Cane sugar can be imported more easily into the EU, provided that 

the import duty can be reduced if the place of origin is proven. the sugar trade grows as sugar 

consumption increases worldwide. At the same time, there is a growing interest in sugar or 

sugar cane products for a certain target group of consumers, which are associated with clients' 

ecological perception of foodstuffs under the designation such as BIO, NATURAL or 
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ORGANIC food. The question is therefore why imports of such sugar from China into the EU 

are minimal, even in comparison with other Southeast Asian countries. There are several causes 

that may intersect each other, which may be caused by the political, economic, production or 

cultural origin, which is more strongly reinforced by the import of sugar into the EU. This paper 

deals with the causes of this condition. It shows possible changes in the future, when the low 

rate of current imports from China will experience significant changes in the future. 

            Economic policy factors include China's current economic policy in response to China's 

growing sugar consumption. This implies some Chinese State support for the import of sugar 

to China (from Brazil, Cuba and India), but also an effort to support its own production. The 

second limiting production factor stems from the fact that there is still a lower production 

efficiency in the harvest of Chinese sugar cane. Although this is now dynamically changing in 

China, because of the industrialization of Chinese cane agriculture. From a cultural point of 

view, a barrier can be seen in the fact that Chinese food imports are not perceived by EU end-

consumers as a brand representing healthy products that are an ecological alternative to 

contemporary western foods. 
 
2. Increasing interest for cane sugar in the EU among consumers 
 

Consumption and popularity of cane sugar in the EU is increasing as consumers are 

increasingly interested in 'natural' food. This view applies to different types of cane sugars 

(unrefined muscovado or semi-refined sugars such as demerara and turbinado). It is generally 

stated that cane sugar does not undergo the chemical refining and bleaching process and 

therefore does not contain possible residual chemicals. That is why it does not lose its unique, 

health-promoting substances, which include, in addition to minerals (calcium, magnesium or 

potassium, iron) and trace elements, many vitamins, enzymes or fiber. For these reasons, cane 

sugar is labeled as "healthier" sugar and EU customers are getting to know various studies and 

consumer tests. The “sugar cane” plant itself is perceived as more environmentally friendly 

with other secondary possibilities of its use for organic products after the process of sugar 

processing outside of ethanol (added as fuel for engines) or electricity, use (such as bioplastics, 

biopaper, biocosmetics). The perception of sugar cane as an organic product is gaining wider 

support within the EU (but also in the USA, Australia, Canada) for the professional public, 

academic sector or non-profit organizations. 

Therefore, cane sugar in retail shops often carries on the packaging the certification as 

organic, bio or natural in order to distinguish it from other goods. Recently, several consumer 

certifications have been developed, such as GreenCane, which marks consumer products with 

a special logo and informs customers about the origin of the product. Often these certificates 

may be associated with information on the non-genetically modified origin of the sugar cane. 

Currently, the popularity of these products is growing in the German-speaking market (eg 

products labeled as Naturland), the French markets (EcoCert), the Scandinavian countries and 

the United Kingdom (Sugarcane 2019). Certifications include eg. Bonsucro (Bonsucro, 2019), 

EcoCert or Greencane Ecopaper (Greencane, 2019).  

In addition to these general certifications, EU-wide certifications have been extended to 

organic products from outside the EU. Within the EU-approved EU organic food logo, the 

origin of the food (and thus of the sugar cane) with the code for countries outside the EU can 

be indicated. In addition, Soil Association Organic Control Union Certification, Agriculture 

Biologique, Non GMO Certified, EU-Flower etc. are playing their role. The vast majority of 

sugar cane products are labeled with these products and are sold at a higher price level under 

the designation BIO, ECO or ORGANIC (Tayutic 2019).   
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Despite economic fluctuations in the global sugar market, there is a trend of increasing 

need for cane sugar within the EU (Business Wire 2018). This tendency is in line with the 

general trend of popularity of marketing promoted healthy products, which refers to organic 

processing and less environmental risks in production and consumption (Organic Food Market). 

The volume of financial turnover in this sector is growing by tens of percent each year, as is 

public support and government intervention in favor of organic farming (European Parliament 

2018). In general, imports of sugar into the EU (whether from beet or cane) is the highest of the 

states with the possibility of freer open trade with the EU (so-called EPA-EBA states) whose 

imports in 2017 were more than 50% of the total import volume. 

 

Figure 1: Proportion of EU sugar imports from non-European destinations 

 
Source: Flint & The European Centre for International Political Economy (2018)  

 

Although the EU is one of the largest consumers of sugar, it covers production from its 

own resources and the rest is imported from outside the EU. For the world sugar cane production 

there are not yet validated statistics for the EU and China, however, world cane production in 

global figures according to Eurostat is increasing, in 2006 was 1,418 and in 2016 1,891 million 

tons of production per year (Eurostat 2016). Sugar imports into the EU are the highest of the 

EPA-EBA countries (over 50%), followed by Latin America, Colombia and Peru (12%), the 

Balkan countries (10%) and Brazil (3%), with total sugar imports amounted to EUR 2 billion 

in 2017 (Eurostat 2018). Although the ratio of sugar cane to white beet sugar is minimal, the 

share of cane sugar increases in parallel with the increase in the volume of organic certified 

foodstuffs (CBI 2016) in the sales of final sugar to both retail and wholesale consumers. This 

development is also supported by the fact that sugar cane as a crop may record higher 

production efficiency in the future (higher yield in a smaller area), with global temperature rise 

sugar cane should be less endangered agricultural commodity. Sugar cane can be cultivate to 

achieve higher yields (Hussain et al. 2018).  The import of Chinese cane sugar into the EU and 

the Czech Republic is still minimal. China as the fourth largest sugar producer in the world has 

its specifics why exports from this country to the EU and the Czech Republic are limited by 

more factors, economic, production and cultural. 

 

3. Production of cane sugar in China 
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 More than 80% of all sugar in the world is obtained from sugar cane, which is widely 

grown in the tropical climate and the rest comes from sugar beet, which in turn grows in 

northern climatic conditions. In Europe, the situation is reversed and sugar obtained from sugar 

cane accounts for only 15-20% of all consumers. Due to the impossibility of growing raw sugar 

cane in EU climatic conditions (exept french overseas departements), cane has traditionally 

been subject to duty-free and quota-free imports from developing countries under preferential 

trade relations and subsequently processed by local refineries. Generally, the cost of sugar cane 

production is lower than that of sugar beet. 

Sugar cane cultivation is historically typical of China in its southern and south-eastern 

parts, especially in Guangxi, Yunnan and Guangdong provinces. Unlike Brazil or India, which 

can be classified as a superpower beside China, China was cultivated on small private land and 

not on plantations until the mid-20th century. The revolution and changes to government 

regulations in the second half of the 20th century, along with economic reforms, also brought 

changes for the sugar industry and centralized sugar factories began to build and production 

expanded rapidly (Mazumdar 1998). In addition, the quality itself has gradually improved over 

the past 70 years (Zhang & Govindaraju 2017). 

At present, sugar cane cultivation is also directed to areas with a subtropical climate, in 

particular to the provinces of Guangxi, Hainan, Yunnan, Guangdong and Fujian. Due to the fact 

that sugar beet yields are on average not high enough to outperform the profitability of fruits, 

vegetables, cereals and others, sugar cane cultivation is gradually being pushed to the western 

regions where is less competition from alternative crops. The position of each province within 

China is shown in Figure 2 below.   

 

Figure 2: China´s major Sugar Cane production provinces  

(Guangxi, Yunnan, Guangdong, Hainan) 

 
Source: Own proceddings (Zhang & Govindaraju 2017)   

 

By the 1980s, Guangdong and Fujian had been the main areas of sugar cane production, 

since then production has moved more to the southwest, and more than 60% of China's total 

sugar production currently originates in Guangxi Province (Zhang & Govindaraju 2017). 

Similarly, the phenomenon of small-scale producers in China has persisted and prevails to this 

day, alongside state farms and foreign corporations. For example, the leading British company 
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Tate & Lyle Sugars, which began importing and processing cane sugar as early as 1859, owns 

shares in two Chinese sugar factories. 

About 70% of the sugar in China is destined for further processing in the production of 

food products. Sugar consumption varies across China; in the north of the country is generally 

lower due to the preference of salty meals. In southern regions, on the other hand, consumption 

is 20% higher than the national average (Gain Report 2018). 

The trend of increasing the harvest area in China can also be seen from historical data since the 

1960s (Fig. 3). In this context, it is also possible to monitor the growth of cane sugar production 

in order to satisfy demand growth. 

 

Figure 3  Development of cane sugar production and profitability in China (1961-2013) 

 
 

Source: Zhang and Govindaraju (2017) 

  

According to OECD data, sugar cane production in China will grow for the second 

consecutive year. Higher sugar prices have a positive effect on the return of farmers, as the 

trend of labor migration from agriculturally oriented areas to Chinese cities is a factor that in 

the past has affected the decline in cane production. One of the objectives of China's current 

five-year plan for 2016-2020 is to support sugar production. Specifically, the annual production 

should reach 15 MMt, with the expected consumption in 2020 being 18 MMt. At the same time, 

the government is trying to gradually reduce sugar imports. One means is to provide financial 

support and subsidies to growers to expand agricultural areas. For example, Guangxi Province 

provides $ 5625 per hectare for seeds, agricultural machinery and fertilizers (Zhang & 

Govindaraju 2017). 

 

 

4. Political-economic and production barriers 
 

If we examine the current development of the import of cane sugar into the Czech 

Republic from China, in 2017-2018 it is a marginal volume in amount of several hundred 

thousand Czech crowns (Czech Statistical Office 2019). According to the EU import trends 

from China in 2013-2017 according to HS standardization (HS chapters), the volume increased 

from EUR 58 million to EUR 71 million. Although there is an increasing trend in this trade, 

this is a marginal aspect compared to the economic volume of other crops (European 
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Commision, 2018). Import of cane sugar to the Czech Republic is even higher from other Asian 

countries such as Vietnam, Indonesia, Cambodia. Where are the main causes of barriers to cane 

sugar imports from China in terms of economy and production? 

          The most significant limit is China's economic policy itself. In China, imports of 

agricultural products exceed roughly double exports, for example equivalent to 49 billion EUR 

in agricultural commodities in 2017 and 103 billion EUR in imports in the same year, while in 

the same year the EU exported 138 billion EUR in agricultural products and imported 117 

billion EUR (European Commision 2017). Therefore chinese side generally supports a priority 

food security policy for its own citizens, ahead of the economically and politically risky steps 

to support the export of strategic raw materials to which cane sugar belongs. In addition, to 

support its own sugar industry, China uses a system of import quotas beyond which special 

tariffs are imposed on imported food. 

 On the other hand, the EU is the world's largest importer of cane sugar imported from 

EPA-EBA, Mauritius (where the UK is the largest importer), Fiji, Swaziland, Belize, Guyana. 

The import quotas set by the EU and the WTO thus restrict the economic development of the 

import of cane sugar into the EU. Traditionally, the greatest interest in cane sugar is in Great 

Britain, Spain, Portugal, Italy, Sweden (European Commision 2019). The system of import 

quotas and tariff barriers is a variable variable depending on the current situation. Despite this 

current (and changing every year) situation in the area of cane sugar export from China to the 

EU, there are long-term tendencies, which can be described as economic-political or production 

barriers. 

The restriction results from the limits of Chinese sugar production on its domestic 

market. Compared to other countries, the cost of sugar production in China is disproportionately 

high (twice as high as in Thailand and 30% higher than in India). Labor costs also account for 

a large share, particularly in relation to the harvest of sugar cane, which may account for more 

than 1/3 of the selling price. The difference in production and, consequently, sales prices has 

an impact on increasing sugar imports and sugar cane imports from neighboring countries in 

Myanmar and Laos (Gain Report 2018). 

High costs and general inefficiency are the causes of China's sugar industry's lack of 

competitiveness over other countries. At the same time, it is also one of the reasons for the 

demand of the sugar industry for the Chinese government to research on ensuring food 

sovereignty for the period 2017-2020. However, the situation is complicated by the fact that in 

the past sugar cane fields were planted with fruit trees and eucalyptus, which have a 

significantly longer production cycle, making these areas difficult to recover for sugar cane 

production. The level of mechanization of sugar cane processing is also lower in China, and 

hilly terrain makes it difficult to harvest in many areas (Zhang & Govindaraju 2017). In addition 

to the political-economic barriers, the Chinese government has launched a long-term breeding 

program strategy, i.e. creating new varieties of cane sugar, striving for greater industrialization 

and mechanization of production so as to secure as many of its people as possible sugar 

production. 

 

5. Cultural barriers 
 

Cultural barriers are another factor that does not contribute to the development of sugar 

cane imports from China into the EU. As mentioned above, more sugar is imported from China 

into the EU market than from other East Asian countries such as Vietnam, Cambodia and 

Indonesia. This difference in import volumes also results from a different perception of Chinese 

culture in the EU. 
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China is one of the fastest growing economies in the world and has undergone enormous 

social and economic changes over the past decades as a result of globalization, penetrating 

internationalization and the desire to participate in world trade. The intercultural differences 

between China and European countries are due to different historical developments. Moreover, 

the perception of the quality of Chinese products in the EU, especially of food quality, cannot 

be underestimated. Quality perception is one of the most sensitive issues for European 

consumers, mainly with regard to the required quality of BIO, ECO or ORGANIC. 

The situation on the Chinese side is difficult for European consumers to understand. 

Many aspects of the Chinese market and culture are still centrally managed, while the private 

sector is being strengthened, and some industrial and regional areas are increasingly 

decentralized. The business environment also varies from region to region. Some provinces are 

dominated by large state-owned companies, in other areas, such as Zhejiang province, the state's 

participation is smaller, while a stronger provincial, entrepreneurial spirit prevails. Cultural 

differences across China, whether in terms of consumer lifestyle or successful business 

communication, only reinforce the need to know local cultural specifics. Cultural differences 

can also be observed on the example of sugar cane itself. Not only is it a basic selling item in 

smaller or larger stores in China, but its processing and consumption patterns (eg in the form 

of favorite drinks) are a common part of scenes unknown to European consumers. 

The perception of China by EU Member States differs due to the internal diversity of 

the Union. It follows not only from the current political-economic situation or the quality of 

agricultural production, but also from the historical experience of individual European states 

and from cultural issues as well. 

In recent years, the EU has provided financial assistance to support the restructuring or 

diversification of total 18 countries that traditionally supply raw sugar to the EU, thereby 

indicating that it intends to continue to import primary from these traditional countries, except 

for China. The view of the quality of Chinese goods and especially of food products is generally 

not perceived positively in the EU. Scandals with falsification of BIO certifications, which 

according to reports from non-profit organizations happen quite regularly in China, have not 

contributed to the positive perception. Therefore, food products made in China, such as cane 

sugar, do not have a reputation in Europe as potential clients such as ORGANIC and BIO. At 

the same time, Chinese cuisine as such is seen as a healthier alternative to Western cuisine. In 

addition, sugar is used more generally in ready meals, along with spices compared to European 

cuisine, but in smaller quantities. Although the Chinese style of cuisine is perceived positively, 

the individual ingredients produced in China tend to be the opposite, and so there has not been 

demand for this type of sugar on the European side. Cane sugar is perceived positively on the 

European market only in a very narrow segment of the sugar industry. Brown unrefined sugar 

on the Asian market is called “black sugar” and with various additions of spices and flavors is 

used as so-called therapeutic sugar (Liang 2016). It has its customers in the EU in specialized 

shops but it is a very marginal market. 

EU food safety legislation is particularly stringent in the case of sugar cane. Concerns 

about the health of Chinese food are related to its less cultivated land than in other countries. 

Thus, Chinese farmers have often used more fertilizers and pesticides to maintain field yields. 

Improving this situation and restoring the confidence of Chinese and foreign consumers in the 

"Made in China" label has been one of the government's priorities in recent years. On the other 

hand, there may be some bias, since according to Dutch studies there is no specific difference 

in the quality of raw cane sugar from China or from Brazil (CBI 2016). 
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6. Conclusion 
 

In this paper, the authors analyze the reasons for the low volume of sugar cane imports 

from China to the EU. Sugar cane is becoming more popular sweetener in European households, 

often associated with a greener and healthier food that meets the requirements of ethical food 

certification such as BIO, ORGANIC or NATURAL. For this reason, the volume of the EU 

market surveyed is increasing year by year. The EU cannot produce this rising demand from its 

own production, so cane sugar is imported from outside Europe. On the other hand, China, as 

the world's fourth largest sugar producer, predominantly sugar cane, has a negative trade 

balance with the EU in sugar trade. This occurs when EU customers are asking for more and 

more sugar cane. Therefore, the question arises as to why the import of sugar cane from China 

into the EU is minimal? At least three major causes of this condition can be observed. On one 

hand, political and economic reasons can be observed, mainly on the Chinese side. The concept 

of China's government strategy of food sovereignty does not fit the export of its own sugar, on 

the contrary. The Chinese government supports its own production, which can therefore meet 

rising domestic consumption demand. This is related to the production limits of the current 

Chinese sugar industry. Within the limited mechanization of sugar harvesting in China there 

are also production limits. China's agriculture and sugar industry is not as profitable and 

efficient as neighboring Asian countries, at a higher cost. Therefore, the Chinese government 

has launched a program to industrialize the harvest, processing and production of cane sugar. 

However, at present, Chinese agriculture does not have the capacity to expand its exports to the 

EU while sugar imports predominate over exports. The third limiting factor can be described 

as a cultural factor. It results from a long-term perception of lower quality Chinese goods (and 

food) among European customers. With the exception of a few specific commodities (black 

therapeutic sugar), there has been no demand for Chinese sugar in the EU. In addition, 

information about how the Chinese side misused BIO or NATURAL for food products was 

recently made public. For such reports, and for sensitive consumers of perceived certified 

goods, demand is falling and there is little interest in Chinese sugar cane compared to other 

producers. The long-term low import volume of sugar cane from China into the EU is therefore 

due to the three barriers presented - political, economic, production and cultural. 
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Abstract 
 

The National Strategic Papers of the State of the Slovak Republic are documents that determine 

regional development. Their creation of methodology and structure is not strictly given. For 

this reason, strategic objectives should be based on decision support. The paper aims to identify 

the content structure of national documents of the Slovak Republic. It also considered used 

decision-making approaches. The content analysis method was used to determine the main 

targeting. Following strategic documents focusing on national strategic issues have been 

selected for the Slovak Republic: National Regional Development Strategy of the Slovak 

Republic, National Sustainable Development Strategy, Departmental conception of 

environmental education up to 2025, Strategic Road Transport Development Plan of the SR 

until 2030 - Phase II. The survey also compared decision-making approaches in partial 

documents. The relevant documents deal mainly with the solution of problems such as: 

protection of the environment and natural resources, sustainable development, transport, 

redistribution of European funds, global problems and visions. 

 

Keywords: national strategic document, development, conception, strategic planning 

 

 

 

1. Introduction 
 

Strategic planning is an important and long-term. This is an important tool for achieving 

objectives and effective management (GaREP 2012). Strategic planning is a systematic way to 

organize change and create a broad consensus and common vision across society for a better 

(socio) economic future. This is a process of deliberate, forward-looking and long-term 

channelling of an activity or area. The fundamental outcome of strategic planning is the 

strategic plan, which consists of analytical, synthetic and implementation part (CPKR 2019). 

Strategic documents are among the basic tools used for strategic planning and management. 

The basic tools used for strategic planning and management include strategic papers. The 

Strategic Paper is a medium to a long-term comprehensive set of measures aimed at achieving 

the objectives in a defined specific area (MMR ČR 2018). 

Strategic papers are categorized by many point of views. These are overarching strategic 

documents, strategic documents and strategic implementation documents. We consider Politics, 

the White Paper and the Strategic Framework in overarching documents, Concepts, Strategies 

and Plan in the strategic papers and also Operational Programmes, Implementation Plans, 

Programs and Action Plans in the Strategic Implementation Papers (MMR ČR 2018). 

 

Kozova and Szollos (2001) deals with the adoption of strategic documents for the energy 

sector that is taking place in Slovakia. Attention is paid to the procedural aspects of SEA applied 
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to the updated energy policy submitted to the Government of the Slovak Republic in 1997 and 

to the new energy policy approved by the Slovak Government in 2000. There is also a 

comparison of the two policies. It discusses the specific findings and recommendations of SEA 

and their practical implementation. 

Another paper (Vittek & Lightfoot 2009) paper deals with the Europeanization of 

Slovak development cooperation. It provides an interesting case study on how one new Member 

State is admitted in the so-called marginalized field. It shows that Slovakia has, in general, 

successfully passed from being a donor to aid and that organizations such as UNDP and OECD 

have helped this transition. In conclusion, however, it is necessary to meet all political, financial 

and institutional requirements. 

Zajko (2017) discusses Slovakia on how to monitor the implementation of its RIS3 

strategies. It asks whether an open innovation strategy in Slovakia is also needed. Slovakia 

seeks to make the triple spiral model viable (low GERD and BERD as% of GDP) and to 

function properly in its economy and society. It analyses the components of the RIS3 strategy 

and the national open innovation strategy. It recommends enriching the Slovak RIS3 strategy 

with aspects of the OI paradigm so that the four-spiral concept of the Slovak economy would 

work in the Slovak economy in the coming years, while shifting it to a group of strong 

innovators. 

A Methodology for Assessing National Sustainable Development Strategies focuses on 

describing the methodology for assessing the country's progress in implementing its national 

sustainable development strategy, as well as identifying potential areas for improvement 

(Cherp, George & Kirkpatrick 2004). Five key principles of sustainable development and 

strategic planning are identified. A set of evaluation criteria is designed to test their 

implementation.  

Zaušková et al. (2013)  and Jurčík (2016) dealt with sustainable development. It finds 

innovative possibilities and new ways to approach it. This article is based on the results of 

empirical research to determine attitudes towards eco-innovation. Another sub-goal is the 

perception of the labeling of environmentally friendly products and their impact on purchasing 

decisions (). 

Rentková (2017) highlights that regional development is influenced by many factors, 

which vary depending on the region. A systematic approach is needed to ensure harmonized 

and efficient regional development. The article focuses on the analysis of regional development 

in Slovakia. The first part is focused on the definition of regional policy and regional 

development. The empirical part is intended to describe statistics and secondary analysis, which 

were focused on the analysis of regional development and the effectiveness of its planning in 

the Slovak Republic. 

 

The aim of the paper is to identify differences or similarities that occur in the national 

strategy documents of the Slovak Republic. Where appropriate, on what other strategies are 

they based on or linked to. 

 

 

 

 

2. Data and methodology 
 

In above mentioned terms, following strategic documents focusing on national strategic issues 

have been selected for the Slovak Republic: 
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 National Regional Development Strategy of the Slovak Republic,  

 National Sustainable Development Strategy, 

 Departmental conception of environmental education up to 2025,  

 Strategic Road Transport Development Plan of the SR until 2030 - Phase II. 

 

The content analysis of the document is crucial for the selected national strategy 

documents, which is crucial for sorting the large amount of information gathered. It works on 

the basis of a selection of coding units. The national strategic document of the Slovak Republic 

was chosen as the basic context unit. In order to determine key points and ideas we used 

continuous process of coding raw text. Firstly, we identify core categories dealing with national 

strategies and then we compared found concepts. 

In the documents that follow, there is an introduction that outlines the meaning and 

context of the strategy as well as its development framework. At the same time, it emphasizes 

why this strategy is important and what it is used for. It also identifies its usefulness. The next 

part deals with setting goals and choosing the appropriate methodology to achieve them. 

Objectives are a key objective here. Their starting points are above all: protection of the 

environment and natural resources, sustainable development, transport, redistribution of funds 

from European funds, global problems and visions. 

 

2.1 National Regional Development Strategy of the Slovak Republic  

         The update was prepared in the program of the announcement of the Government of the 

Slovak Republic for 2012-2016. It was reflected in the new programming period 2014-2020 

with the priority of the national strategy with the focus of the European Union Europe 2020 

Strategy. The National Regional Development Strategy of the Slovak Republic is the starting 

point of the country's strategic approach to regional development of the Slovak Republic. The 

national strategy is based on the sectoral, social, economic, territorial and environmental 

development needs of the landscape. It defines long-term priorities, visions, development 

activities and goals that need to be realized in order to ensure the policy of sustainable regional 

development of the Slovak Republic. The objectives and visions of the national strategy relate 

to the period up to 2030. The national strategy is elaborated in cooperation with socio-economic 

partners, regional and territorial units, but also within the working group with comments for the 

preparation of the amendment to Act No. 539/2008 Coll. of the Regional Development Support 

Act and updating of the national strategy.  

        The role of the national strategy for the region - at NUTS 3 level: 

 Determine its development of strategic goals and priorities  

 Identify the internal potential of the region and specify its competitiveness within the 

Slovak Republic 

 

         This national concept consists of ten chapters. The first chapter analyses regional 

developments in terms of selected sectors of the economy. The second chapter identifies the 

main development factors and determinants of competitiveness. The third chapter defines the 

main strategic objective by 2020 / 2030. Support for priority areas is subject to chapter four. 

The following fifth chapter has been developed in cooperation with senior territorial units and 

defines the strategic objectives of the regions for the coming years in line with the priorities of 

the Europe 2020 strategy. The sixth chapter forecasts developments for the coming years. The 
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following chapters identify a system for monitoring and evaluating regional development using 

measurable indicators at several levels, financial security, as well as a substantive and timetable 

for implementing the updated national strategy (National Regional Development Strategy of 

the Slovak Republic, pp. 5). 

The regional estimate of GDP generation is generated by a production method in the 

national strategy, thereby being linked to gross value added taking into account production and 

intermediate consumption. GDP is quantified by ESA methodology, not by the permanent 

residence of the workforce but by the headquarters of the business entity in which the person is 

employed (National Regional Development Strategy of the Slovak Republic, pp. 6). 

Industry (mining and quarrying, industrial production, electricity supply and water 

supply with waste) is the most prominent contributor to gross value-added generation. The joint 

wholesale and retail sectors, motor vehicle repair, transport and storage, accommodation and 

catering services (around a quarter of total gross value added) are the second most significant 

contributors to gross value creation (National Regional Development Strategy of the Slovak 

Republic, pp. 6). 

About 15% represent jointly public administration, defence, compulsory social security, 

education, social services and health. In recent years (since 2007), the construction sector is 

participating in about 10% of the total gross value added (National Regional Development 

Strategy of the Slovak Republic, pp. 8-9). 

Analysing relevant development factors and identifying key factors that have a 

significant, positive and stimulating impact on regional development underpin effective 

regional policy. Regional development factors are variable over time, which is linked to socio-

economic processes, and also change as a result of the development of structures and their 

interactions with each other.  

Key factors for the development of the regions,  

 the human resources,  

 the research, development and innovation,  

 the core infrastructure and services (National Regional Development Strategy of the 

Slovak Republic, pp. 29). 

 

The long-term vision and objectives of this strategy express the strategic intentions of 

the SR's regional policy and respect for the intentions of the other strategy papers at SR and EU 

level. The supporting elements of achieving a long-term vision and realising the strategic 

objectives of the national strategy are based on the Europe 2020 strategy (National Regional 

Development Strategy of the Slovak Republic, pp. 36). 

Priority areas include:  

1. Smart growth: Creating a knowledge and innovation-based economy.  

2. Sustainable growth: Promote more competitive and greener economies of less resource use  

3. Inclusive growth: Promoting an economy with high employment rates that ensures economic, 

social and territorial cohesion (National Regional Development Strategy of the Slovak 

Republic, pp. 36-37). 
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Implementation of the SR Regional Development Strategy relies on a monitoring and 

evaluation system. The process will be implemented through two groups of specified 

measurable indicators. The first group consists of indicators to evaluate the implementation of 

the strategic objective of the national strategy, the second group of indicators based on the main 

priorities of the Europe 2020 strategy, which will be monitored in all self-governing countries. 

The third group is made up of specific indicators that are also traceable at NUTS level 3 (VÚC), 

as well as at LAU level 1 (counties) (National Regional Development Strategy of the Slovak 

Republic, pp. 156). 

The implementation of the strategic objective of the national strategy will be monitored 

through the following indicators:  

 GDP per capita in purchasing power parity (PKS)  

 GDP growth rate (at constant prices)  

 Gross fixed capital formation for the private sector as a % of GDP  

 share of household net disposable pensions per capita  

 productivity of labour greenhouse gas emissions  

 share of renewable energy sources in total energy consumption (National Regional 

Development Strategy of the Slovak Republic, pp. 156). 

 

The source for obtaining this information will be the Slovak Statistical Office (ŠÚ SR). 

Information that cannot be obtained from this source will be obtained from other entities (e.g. 

ÚPSRV SR etc.). Monitoring will be compared with the consistency of national strategy 

indicators with indicators in Economic and social development Programme (PHSR VÚC). The 

results of the performance evaluation will be submitted by the Ministry of Transport, 

Construction and regional development of the SR (MDVRR SR) in the form of a government  

(National Regional Development Strategy of the Slovak Republic, pp. 156). 

 

2.2 National Sustainable Development Strategy 

         The national strategy was developed by experts in 1999-2000 within the project entitled 

“Support of Sustainable Development of the Slovak Republic”. This national strategy 

represents the latest possibilities of applying effective principles in the area of global state 

development, while respecting the OECD, UN and EU sustainable development documents.  

          This important concept brings the basic orientation of the Slovak Republic in the long-

term, comprehensive and purposeful direction towards creating a society based on the principles 

of sustainable development. Within the framework of the long-term priorities setting, 28 

strategic objectives of sustainable development are defined. The local objectives are also related 

to forestry, which are in the development of an integrated model of land management. 

Evaluations of individual strategies, concepts, programmes, and activities in relation to 

Sustainable Development (TUR) can be carried out on the basis of 16 principles (for managing 

people's activities) and 40 criteria (assessing the application of principles), for example:  

1. Principle of promoting human resources development  

2. Environmental Principle  

3. Self-regulatory and self-supported development principle 

4. Efficiency Principle  

5. The reasonable proportionality principle 
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6. Precautionary caution and predictability principles 

7. Principles of respecting the needs and rights of future generations  

8. Principles of intergenerational, intergenerational and global equality of rights of the 

people of the Earth  

9. Cultural and social integrity principles 

10. Solidarity principles 

11. Subsidiarity principles (National Sustainable Development Strategy, pp. 9-11). 

Sustainable Development (TUR) contains 132 indicators which (125 of which are 

current for the SR-38 social, 23 economic, 49 environmental and 15 institutional) (National 

Sustainable Development Strategy, pp. 11). The document provides an analysis of strengths, 

weaknesses, opportunities and threats to society under this strategy (National Sustainable 

Development Strategy, pp. 216-218). 

 

2.3 Departmental conception of environmental education up to 2025 (RK EVVO) 

It responds to current new challenges and needs in the area of environmental protection and 

care in Slovakia. Its main goal is above all a comprehensive functioning system of 

environmental education in the environmental sector. The fulfilment of this main objective is 

realized through five parts. Activities and measures are designed on three basic pillars: 

 Environmental education  

 Environmental concern education  

 Environmental education 

 

Individual proposed activities lead to a comprehensive understanding of the relationship 

between man and care for the environment, understanding of sustainable development of 

society and preservation of its values. There is also a new challenge - the Green Economy and 

the protection of Europe's natural capital.  

          The current valid concept of environmental education, which is approved by the 

Government Resolution No. 846/1997, responds sufficiently to the current trends in the field of 

environmental care. The presentation of this concept should be one of the important documents 

for the preparation of a new concept of environmental education at national level (Departmental 

conception of environmental education up to 2025, pp. 4). RK EVVO responds to the legislation 

of the European and international institutions, from which the individual requirements for the 

process of environmental education, education and awareness arise.  

The aim of this departmental concept is to create a functioning comprehensive system 

of environmental education, education and awareness in the environment department, focusing 

on different target groups and using innovative tools while maintaining the principles of 

sustainable development. The main objective will be met through activities proposed in the 

short term (starting by the end of 2017 at the latest), the medium term (starting by the end of 

2020 at the latest) and the long term (implemented by the end of 2025 at the latest) 

(Departmental conception of environmental education up to 2025, pp. 26). 
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2.4 Strategic Plan for the Development of Transport of the SR until 2030 – Phase 
II 

This document is based on a long-term development, emphasizing the objectives of setting the 

efficiency of the transport sector's development direction. It determines the realization of its 

development and vision. This is output II. phase of preparation of the SR transport development 

strategy until 2030. Financing of development activities is based on European funds in 2016-

2020 (Strategic Plan for the Development of Transport of the SR until 2030– Phase II, pp. 7). 

The concept is being prepared in accordance with the Action Plan for the preparation of 

the 2014-2020 transport sector programming period. 

The identification of key problems is carried out on the basis of extensive analytical 

activities. The analytical part focuses on individual modes of transport, division into rail, road, 

water, public passenger transport and civil aviation. 

The process of setting goals and visions of the transport sector of the Slovak Republic 

is in close compliance with national and European legislative-development documents. They 

reflect European requirements, national problems and interests. Trends and needs are anchored 

in European and national strategies and even analytical documents.  

The Strategic Road Transport Development Plan for the year 2030 is based on the 

principle from analysis to design. The analytical part defines the target development vision with 

the horizon of 2030 based on the identified problems in relation to the European strategic 

development documents. 

Fulfilling these visions is structured into several levels:  

 Specific target objectives  

 Global strategic goals  

 Measures 

 

The success rate of the strategy is monitored through indicators set for all global 

strategic and specific objectives (Strategic Plan for the Development of Transport of the SR 

until 2030– Phase II, pp. 4). 

This transport strategy follows other documents. These are European Strategic and 

Conceptual Documents and National Strategic and Conceptual Documents. The European 

Strategy and Conceptual Documents are Agenda 2030, Europe 2020 Strategy for smart, 

sustainable and inclusive growth and the White Paper: A plan for a single European transport 

area - the creation of a competitive, resource-efficient transport system. At national level, these 

are documents such as the Slovak Republic's transport development strategy to 2020 (Strategic 

Plan for the Development of Transport of the SR until 2030– Phase II, pp. 10-11). 

The strategy relies on indicators. These indicators will be defined at the level of global 

strategic and specific objectives (both horizontal and modal) with information on their starting 

value in relation to 2015, and on values expected after the implementation of the strategy in 

2023 and 2030. The baseline and target value of the indicators will be determined on the basis 

of the outputs of the final transport modelling of the measures in the next update of the strategy 

(Strategic Plan for the Development of Transport of the SR until 2030– Phase II, pp. 5-6). 

For example, we can include fatalities and severe injuries from road traffic accidents; 

CO2 emissions from transport; a total number of people killed in transport (excluding air 
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transport); average annual concentration of PMX. Each of these indicators is defined by a unit, 

such as%, hours, tonnes of CO2 / year, μg / m3 per year (Strategic Plan for the Development of 

Transport of the SR until 2030– Phase II, pp. 5-6). 

Most information on these indicators was found from surveys, national statistics, travel 

time measurement + current transport model as well as Current predicted CO2 emissions of 

unit vehicles + total national traffic statistics by mode of transport (Strategic Plan for the 

Development of Transport of the SR until 2030– Phase II, pp. 5-6). 

 

 

3. Results 
 
A major finding has emerged that the section entitled “measures and development activities” 

of these concepts appears only in the strategies entitled “Strategic Road Transport Development 

Plan for 2030 - Phase II” and “Departmental Conception of Environmental Education, in 2025 

". Here is characterized provision of development of successful activities, focusing on 

environmental protection and meeting the needs of the state. 

           The determination of analyses or indicators is quite different in all strategies. There is 

a multiplicity in the elaboration of these important concepts 

           Individual analyses occur in three strategies, but they differ in their focus. The strategy 

entitled “Updating the National Strategy of Regional Development of the Slovak Republic” 

contains an analysis of regional development. The following strategy, entitled “National 

Sustainable Development Strategy”, includes a SWOT analysis of the current state of society 

in relation to sustainable development.  

           Last but not least, the strategy “Departmental conception of environmental education, 

enlightenment and enlightenment up to 2025” reveals SWOT analysis in the field of 

environmental education in Slovakia. The decision-making approaches appear differently in 

these strategies each time, based on individual identifying indicators. 

           The National Strategy of Regional Development of the Slovak Republic explains several 

indicators:  

 GDP  

 average gross monthly wage 

 poverty and social exclusion 

 

The National Sustainable Development Strategy outlines indicators:  

 TUR indicator and environmental impact of subsidies  

 Socio-economic sustainability indicator can be included in the Human Development 

Index (HDI). 

 

          The basic idea is to express the achieved level of human development with one index and 

to enable its international comparison. The Human Development Index consists of three sub-

indicators - life expectancy (life expectancy at birth), educational attainment (combination of 

literacy rates - two-thirds of the weight and combined enrollment rates at primary, secondary 
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and higher education - one-third of the weight) and living standards (real gross domestic product 

per capita in US converted at purchasing power parity). 

    The most important indicator of the money market is the BRIBOR, or interbank interest rate. 

          The sectoral conception of environmental education up to 2025 is characterized by a total 

of 5 objectives with individual key indicators: 

 indicator of the number of environmental activities for marginalized groups / 

number of participants  

 Indicator of the number of reconstructed and built educational facilities in nature  

 indicator of the number of accredited training programs  

 indicator of the number of centers and areas with new material  

 technical equipment  

 Indicator of number of campaigns, number of activities, number of participants, 

number of publications distributed 

            Another common indicator of all four strategies mentioned above is the follow-up to 

other strategic papers. This is a follow-up at European level. When the default strategy is 

referenced or based directly on strategies at European level. For example, the National Regional 

Development Strategy of the Slovak Republic, the Departmental conception of environmental 

education up to 2025, Strategic Road Transport Development Plan of the SR until 2030 - Phase 

II have a common link to the Europe 2020 Strategic Paper. The National strategist took National 

Sustainable Development Strategy to refer to Agenda 21. 

 

 

4. Conclusion 
 

National Strategic Papers for the State of Slovakia is the highest strategic document describing 

their direction. A similarly set outline appears in the documents found. It defines the 

introduction, which outlines the importance and context of the strategy as well as its 

development framework. At the same time, it emphasizes why this strategy is important and 

what it is used for. It also identifies its usefulness. The next section is then choosing the 

appropriate methodology and setting goals itself. Objectives are a key objective here.  

The relevant documents deal mainly with the solution of problems such as: protection 

of the environment and natural resources, sustainable development, transport, redistribution of 

European funds, global problems and visions.  

The determination of analyses or indicators is quite different in all strategies. There is a 

multiplicity in the elaboration of these important concepts. Individual analyses occur in three 

strategies, but they differ in their focus. The decision-making approaches themselves have 

always been different in these strategies, based on individual identifying indicators.  

However, the great finding is that the intent on measures and activities appears only in 

the strategies entitled “Strategic Road Transport Development Plan for 2030 - Phase II” and 

“Departmental Conception of Environmental Education, Enlightenment and Enlightenment by 

2025”. Here is characterized provision of development of successful activities, focusing on 

environmental protection and meeting the needs of the state. Nevertheless, it is an important 

part that ensures the state's importance and significance. 
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Abstract 
 

The Constitution of the Republic of Poland guarantees its citizens that the state protects the 

property and the right of inheritance. At the same time, pursuant to art. 21 par. 2 of the Basic 

Law, expropriation is permissible only if it is made for public purposes and for just 

compensation. The protection of property is also provided for by the Polish law of international 

law. According to art. 1 of Protocol No. 1 of 20 March 1952 to the Convention of November 4, 

1950 on the protection of human rights and fundamental freedoms, each natural and legal 

person has the right to the peaceful enjoyment of his possessions. No one shall be deprived of 

his possessions except in the public interest and under the conditions provided for by law and 

in accordance with the general principles of international law. The expropriation conditions in 

Poland were determined by the Act of 21 August 1997 on real estate management. 

Expropriation of immovable property consists in deprivation or limitation, by way of a decision, 

of ownership rights, perpetual usufruct right or other right in rem over real property. At the 

same time, expropriation is only possible in relation to real estate located in areas designated 

for local purposes for public purposes or for real estate for which a decision was made to 

determine the location of a public purpose investment.  

 

Keywords: Public goal; Public restriction of property rights; Property rights; Administrative 

recognition; Public-law partnership 

 

 

 

1. Introduction  
 

One of the most important conditions for the admissibility of expropriation is the need 

to do it for the public purpose. Therefore, the provisions on expropriation apply to real estates 

located in areas designated for these purposes in local plans or for which a decision was made 

to determine the location of a public purpose. The legislator does not define a public purpose, 

nor does it define criteria or manner of recognition as a public goal, but introduces in art. 6 

u.g.n. a closed catalog of investments, facilities and activities which it considers to be such a 

purpose, while referring to public purposes specified in other acts. The public goal must 

therefore be specified directly in the Act, and what has not been indicated in any Act - the public 

purpose is not. Constructing an interpretation of the concept of public purpose in u.g.n. it was 

aimed at avoiding a situation in which the widely understood state public interest was in conflict 

with the individual's interest. 

The catalog of public goals is included in the Act on real estate management. These 

include: separation of land for public roads, waterways, railway lines or airports, construction 
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and maintenance of public facilities for supplying people with water, electricity, sewage 

disposal, care of monuments, as well as construction and maintenance premises for offices, 

courts and prosecutors' offices, schools, etc. Public purposes are also other public goals 

specified in separate regulations. Therefore, real estate located in areas designated for public 

purposes indicated in separate acts will also be expropriated, while these laws must expressly 

refer to a given goal as the public purpose. 

The aforementioned directness in using the effects of expropriation must respect the 

principle of equality before the law. Expropriation can not, therefore, aim to satisfy the needs 

of a legally restricted group of people. Any person in advance who is individually designated, 

or strictly defined, should not be denied access to the benefits of expropriation. It would be 

difficult to assume that the creation of private infrastructural devices would justify interference 

with the property rights of an individual through expropriation. Therefore, in this situation the 

principle of proportionality is an instrument aimed at preventing the constitutional legislature 

from unduly limiting constitutional rights. The requirement to limit the right of ownership has 

its reference point in the form of a public goal which the legislator intends to implement by 

limiting this right. 

 

 

2. Public restriction of property rights 
 

 The implementation of public goals may lead not only to expropriation, but also to 

restrictions on the right to use the right of ownership or limited rights in property. The legal 

basis for this type of activities is provided in art. 64 para. 3 of the Constitution of the Republic 

of Poland, which reads as follows: „Ownership may be limited only by way of a statute and 

only to the extent that it does not infringe the essence of the right of ownership”. The 

constitutional right to use the right of ownership is vested in both the State Treasury and local 

self-government units. In the opinion of the Constitutional Tribunal, the provision of art. 64 

para. 3 of the Constitution of the Republic of Poland has a dual role. First of all, it is a clear and 

explicit constitutional basis for introducing restrictions on the right to property. Secondly, the 

premises of admissibility of limitation of ownership contained in it may constitute a criterion 

for constitutional control of restrictions introduced by statutes (Wyrok TK z dnia 11 maja 1999 

r., K. 13/98, OTKZU 1999 r., Nr 4, poz. 74; wyrok TK z dnia 28 października 2015 r., sygn. 

akt SK 9/14, lex nr 1821295). 

Certain conditions for restricting the right to property referred to in art. 64 para. 3 of the 

Constitution of the Republic of Poland does not refer to specific values and goods whose 

protection supports the admissibility of the Treasury and local government units to interfere in 

the right to property. This provision is limited only to the indication of the formal premise and 

the delimitation of the maximum limit of interference by restricting the owner's use of the right 

of ownership (Wyrok TK z dnia 11 maja 1999 r., K. 13/98, OTKZU 1999 r., Nr 4, poz. 74; 

wyrok TK z dnia 28 października 2015 r., sygn. akt SK 9/14, lex nr 1821295). The question 

arises here: whether art. 64 para. 3 of the Constitution of the Republic of Poland constitutes a 

lex specialis against art. 31 para. 3 of the Constitution of the Republic of Poland, which concerns 

the possibility of restricting constitutional freedoms and rights? In the case-law of the 

Constitutional Tribunal (Wyrok TK z dnia 11 maja 1999 r., K. 13/98, OTKZU 1999 r., Nr 4, 

poz. 74; wyrok TK z dnia 28 października 2015 r., sygn. akt SK 9/14, lex nr 1821295), such a 

question was answered in the negative. It has been assumed that the constitutional pattern of 

control of public-law restrictions on the right to property in addition to art. 64 para. 3 of the 

Constitution of the Republic of Poland is also art. 31 para. 3 of the Constitution of the Republic 
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of Poland. In the opinion of M. Safjan, art. 64 para. 3 of the Constitution of the Republic of 

Poland determines the depth of interference in the sphere of property law, while art. 31 para. 3 

of the Constitution of the Republic of Poland determines its legitimacy and purposefulness, 

requiring the inclusion of other constitutionally protected values, such as the rights and 

freedoms of others (Wyrok TK z dnia 11 maja 1999 r., sygn. akt K. 13/98, OTKZU 1999 r. Nr 

4, poz. 74; wyrok TK z dnia 12 stycznia 1999 r., sygn. akt P. 2/98, OTKZU z 1999 r., Nr 1, 

poz. 2). 

So what is the difference between property rights and property expropriation? The 

Constitutional Tribunal expressed its position according to which the basic criterion 

distinguishing between both institutions is the form of restricting the right of ownership and 

expropriation. In a judgment of May 28, 1999, the Constitutional Tribunal stated that in cases 

of limitations determining the content and scope of protection of property rights established on 

the basis of ordinary acts and in cases of expropriation, there are different legal situations. In 

the first case, it is a limitation that comes to fruition through a general normative act, coming 

from the representative body, established in the public interest. In the second of these cases, the 

aim is to deduct in whole for the public purposes the right of ownership of a specific property 

for a specific entity (the State Treasury or a specific commune) carried out by means of an 

individual act, namely by way of an administrative decision (M. Safjan 1999). 

The concept of distinguishing expropriation from the public law restrictions of property rights 

presented by the Constitutional Tribunal has been verified along with the assumption that in the 

light of constitutional provisions there is no basis for assuming that expropriation can only be 

effected by means of an individual act. The admissibility of ex lege expropriation confirmed by 

the Constitutional Tribunal breaks the concept of distinguishing the expropriation from the 

public law restrictions on the right to property, using the legal form criterion. The compensation 

criterion is not useful for a definitive distinction between the two institutions. In this case, there 

is no obligation to determine damages. This does not mean, however, that the legislator is not 

deprived of the possibility of granting it (Wyrok TK z dnia 28 maja 1991 r., sygn. akt K. 1/91, 

OTKZU 1991 r., Nr 1, poz. 4). 

The element of construction of restrictions on the right of ownership, which will allow 

to distinguish the restriction from expropriation, is the criterion of the essence of the right of 

ownership. In art. 31 section 3 of the Constitution of the Republic of Poland and in art. 64 para. 

3 of the Constitution of the Republic of Poland. The Polish constitutional legislator determines 

the possibility of restricting the right of ownership on the way of the act and only in the way in 

which it does not violate the essence of this right. In the judgment of March 14, 2000, the 

Constitutional Tribunal stated that the problem of constitutional evaluation of provisions 

introducing limitations to the right to property was to be distinguished from the situation in 

which, by deducting property, it interferes with the very essence of that right (Wyrok TK z dnia 

14 marca 2000 r., sygn. akt P 5/99, OTK z 2000 r., Nr 2, poz. 60). So if art. 64 para. 3 of the 

Constitution of the Republic of Poland determines the limits of the admissibility of interference 

with the content of the right of ownership, hence it is not commensurate with the constitutional 

evaluation of the admissibility of the institution of expropriation in which the element of 

property rights violation falls. Taking into account the issue of expropriation in art. 21 par. 2 of 

the Constitution of the Republic of Poland, it can be concluded that there is no justification for 

such an interpretation of provisions forming the premises for an acceptable restriction of the 

right of ownership, the purpose of which would be to extend their application (M. Zimermmann 

1939). 

A different view was presented by B. Banaszkiewicz who considered expropriation a 

certain type of restriction in the use of the right to property falling within the scope of the 
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regulation of art. 64 para. 3 of the Constitution of the Republic of Poland (B. Banaszkiewicz  

2001). K. Ziemski stated that: „Assuming the rationality of the legislator, it should be stated 

that interference in the right of the owner further going, and thus affecting the essence of 

ownership, can take place only on the principles set out in art. 21 of the Constitution of the 

Republic of Poland” (K. M. Ziemiński 2000) defines expropriation as an interference of public 

authority in the broadly understood right to property, consisting in the violation of the essence 

of this law (M. Szewczyk 20003). Likewise, F. Zoll stated that expropriation is such an act of 

public authority that violates the essence of property rights. Other violations of property rights 

are not eligible as expropriation and are admissible if they are based on statute (F. Zoll 1998). 

In German law, in the 1950s, so-called the theory of diminishing the substance, which is an 

attempt at material and not a formal determination of expropriation, emphasizing the weight 

and intensity of interference. However, contrary to the old theory of "deserving of protection", 

which used the subjective criterion: whether the law deserves protection when balancing the 

general good and individual interest (W. Rüfner, W. Martens, P. Badura, H. Erichsen 1986), 

the theory of reducing the substance uses objective criteria: has the law been retained in its 

current function despite interference; whether it has been depleted in its substance (E. R. Huber 

1954; E. von Hippel 1965). 

The construction of the essence of law and freedom developed by the Constitutional 

Tribunal is based on the assumption that within a specific law and freedom one can distinguish 

certain basic elements, such as the core or nucleus, and some additional elements (envelope) 

that can be recognized and modified by the ordinary legislator in a different way without 

destroying the identity of a given right or freedom (Wyrok TK z dnia 12 stycznia 2000 r., sygn. 

akt P. 11/98, OTK 2000, Nr 1, poz. 3.) For the first time, this definition has been applied in 

Polish law in art. 31 para. 3 of the Constitution of the Republic of Poland. In this regard, in the 

judgment of January 12, 1999, the Constitutional Tribunal stated that the interpretation of the 

prohibition of violation of the essence of limited law should not be limited only to the negative 

level stressing the appropriate mitigation of the restrictions made. „One should also see in it a 

positive side connected with the striving to indicate a certain inviolable core of a given right or 

freedom, which should remain free from the interference of the legislator even in the situation 

when he acts to protect the values indicated in art. 31 para. 3 of the Constitution of the Republic 

of Poland” (Wyrok TK z dnia 12 stycznia 1999 r., sygn. akt P 2/98, OTKZU 1999, Nr 1, poz. 

2). 

Referring to property rights, including property rights, it should be recognized that an 

infringement of the essence of the law would occur as a result of introducing restrictions that 

concerned the basic rights that make up the content of a given right. It would be an exaggerated 

simplification to assume that the violation of the essence of property, resulting in the 

deprivation of someone of that right, fills the signs of expropriation as an interference with the 

essence of the right of ownership. The restriction, which in its intensity transcends the 

boundaries of the essence of property, may turn into expropriation. In the judgment of January 

12, 2000, the Constitutional Tribunal stated that the assessment of any specific law interfering 

with the right to property must be made against all the existing limitations, because to determine 

whether the essence of the right of ownership has been preserved, it is necessary to analyze the 

sum of the the law of restrictions. In the aforementioned judgment of January 12, 1999, the 

Constitutional Tribunal directly points to the possibility of violating the essence of law by 

excessive accumulation of restrictions. The Constitutional Tribunal and the doctrine expresses 

this type of expropriation as factual expropriation (Wyrok TK z dnia 12 stycznia 2000 r., sygn. 

akt P11/98, OTKZU 2000 r., Nr 1, poz. 3). 
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In the opinion of M. Szewczyk, the concept of expropriation would contain 

manifestations of interference of public authorities, resulting in a violation of the essence of the 

right of ownership, which would not be accompanied by formal withdrawal of this right (M. 

Szewczyk 2003). In the judgment of 19 December 2002, the Constitutional Tribunal stated that 

„the mechanism for assessing the admissibility of certain restrictions relating to the right to 

property applies, in principle, also to other constitutionally protected property rights. Also, 

restrictions other than the right to property of constitutionally protected property rights must 

therefore meet the indicated conditions”. The admissibility and limits of restrictions can not be 

considered in isolation from the essence (legal nature) of a particular institution. As indicated 

in the judgment of 29 June 2001, K. 23/00, „the limits of interference in constitutional rights 

and freedoms are determined by the principle of proportionality and the concept of the essence 

of individual rights and freedoms. The statement that restrictions can be established only when 

they are necessary in a democratic state requires consideration of: whether the regulation 

introduced is capable of achieving its intended effects; whether this regulation is necessary to 

protect the public interest with which it is connected; whether the effects of the introduced 

regulation remain in proportion to the burdens imposed on it by the citizen” (Wyrok TK z dnia 

29 czerwca 2001 r., K. 23/00, sygn. akt OTK ZU nr 5/2001, poz. 124).  

In this context, the position of the Constitutional Tribunal expressed in the judgment of 

12 January 2000, P. 11/98, should be recalled, „according to which the scope of these 

restrictions can not invalidate the basic components of subjective right, causing it to „hollow” 

it from the actual content and leading to transformations into a semblance of law. In such a 

situation, there is a violation of the basic content - the essence of this law - that is unacceptable 

under the Constitution” (Wyrok TK z 12 stycznia 2000 r., P. 11/98, sygn. akt OTK ZU nr 

1/2000, poz. 3.). The Constitutional Tribunal has assumed that in relation to cases in which 

interference in the legally protected sphere has taken the property interests of the entity takes 

place without formal deprivation of the entitled right title, and in fact by the actual actions of 

the public authority prevents the use or disposal of the law itself, we are dealing with 

expropriation de facto (Wyrok TK z dnia 19 grudnia 2002 r., sygn. akt. K 33/2002, sygn. akt 

OTKZU 2002 r., Nr 7a, poz. 97). 

The view of M. Zimmermann, who claims that the difference between expropriation and 

restriction of property rights „is inherent in the fact that expropriation is intended to take away 

the individual right (by any norm) of an individual while maintaining all other, same rights - 

the reasons lie here, apart from the individual individual law itself, while in the case of statutory 

limitation of the right to property, a category of rights is abolished altogether, in all those who 

will find it. The abrogation is general and has the same effect on everyone („whoever”). The 

objective content of the law (powers) changes here” (M. Zimermmann 1939). Expropriation is 

treated as an interference with the property law, which breaks the principle of equality and 

requires a particular victim of law a special sacrifice for the benefit of the public. As emphasized 

by S. Czuba, it becomes inert whether ownership is taken away, transferred to another person, 

or only the owner is restricted in its performance (S. Czuba 1980). As M. Zimmermann rightly 

predicted: „the evolution of expropriation is not, however, an evolution of the law itself: it falls 

within certain limits and is utterly useless where the state does not want to take over a particular 

property, but where property wants to engage in regular public service. For this purpose, it is 

necessary to have general norms, ie „restrictions on the right to property”, changes in the content 

itself, and the very nature of the law. Hence, the development of property rights must go above 

all towards its limitations. The main instrument of tomorrow's state will be partial socialization 

and restrictions on property rights. Expropriation will remain and must remain a separate 

institution, a „safety flap” for unforeseen accidents or special tasks” (M. Zimmermann 1939). 
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3. The essence of the right of ownership, as the premise limiting expropriation 
 

The property in the civilian sense is subjective property law, the content of which is 

specified in art. 140 of the Act of 23 April 1964, the Civil Code (Dz. U. z 2016 r., poz. 1822 z 

późn. zm.). The fundamental feature of property law is its ruthless nature, which manifests itself 

in several aspects. First of all, the owner's rights correspond to the general obligation for all 

other entities to not exceed the owner's rights. Next, the content of ownership rights results not 

from the content of a specific legal relationship, but from a legal norm, and the implementation 

of these rights depends on the owner's will and fulfillment by other entities of the duty not to 

extend ownership of someone else's property. Therefore, it can be assumed after W. 

Rozwadowski that private property is a material and autonomous right of an individual to 

possess a material thing, unlimited in its content, as long as it does not violate the current legal 

order (W. Rozwadowski 1984). Ownership is the widest and most complete law. An expression 

of this is the possibility of bringing an action by the owner against anyone who unlawfully rules 

his thing, demanding the issue of the item (E. Skowrońska-Bocian 2011). Although ownership 

is the law that gives the holder the most complete power over the thing, it is not an absolute 

right (ius infinitum). Already in art. 140 k.c. the legislator introduced the possibility of limiting 

the ownership of, among others through the laws and socio-economic destiny of things. Thus, 

in its judgment of May 11, 1999, the Constitutional Tribunal stated that the protection of 

property rights is not absolute, since the very right to property can not be treated as a jus 

infinitum (Wyrok TK z dnia 11 maja 1999 r., sygn. akt K 13/98, OTK ZU z 1999 r., Nr 4, poz. 

74). Treating ownership as an absolute right would inevitably lead to widespread infringement 

of the interests of other entities, including public interest (Wyrok TK z dnia 20 kwietnia 1993 

r., sygn. akt. P6/92, OTK 1993, Nr 1, poz. 8.) According to T. Dybowski, "the relative fullness 

of ownership means that in the system of a given law, the content of ownership is the widest in 

comparison with the contents of other subjective rights, but not unlimited (T. Dybowski 1969). 

Similarly, the Supreme Court ruled on the right of ownership in the resolution of 16 July 1980, 

in which it stated that it provides the owner with „full rights in respect of things in the given 

circumstances” (Uchwała SN z dnia 16 lipca 1980 r., sygn. akt III CZP 45/80, OSNC 1981, Nr 

2-3, poz. 25). 

Property is a law whose object is things as material objects (Article 140 of the Civil 

Code). The content of this right authorizes the owner to use things with the exclusion of other 

people, in particular to collect benefits and other income from it. This provision allows the 

owner to exercise the rights set out therein, with the proviso that he will do so within the limits 

set by the statutes and the rules of social coexistence and, furthermore, in accordance with the 

socio-economic purpose of his right. In its judgment of January 12, 2000, the Constitutional 

Tribunal specified the scope of permissible statutory limitations of the right of ownership 

stating that „[...] these restrictions are admissible if they fulfill the requirements set out in 

Article. 31 para. 3 sentences 1 of the Constitution of the Republic of Poland. If, however, the 

scope of restrictions on the right of ownership becomes so large that it destroys the basic 

components of the right of ownership, distorts them from the actual content and transforms into 

the appearance of this right, the basic content („essence”) of the property right will be violated, 

which is constitutionally unacceptable. The assessment of each specific law that intervenes in 

the right of ownership must be made against the background of all existing restrictions. In order 

to determine whether the „essence” of the right of ownership has been preserved, it is necessary 

to analyze the sum of the constraints established by law. In other words, constraints defining 

the content (boundaries) and scope of protection of the right of ownership do not deprive the 

owner of the option of regulation in his own right. Their meaning and purpose is to determine 
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only the content (borders) and scope of protection of property rights in the general interest, 

including in the interests of the owners themselves” (Wyrok TK z dnia 12 stycznia 2000 r., 

sygn. akt P11/98, OTK 2000/1/3.). 

The above ruling of the Constitutional Tribunal refers to the judgment of 12 January 

1999 that „the assessment of the constitutional admissibility of a statutory limitation of the right 

to property (and other property rights) must both take into account the requirements provided 

for in Article. 64 para. 3, and based on the confrontation of a given regulation with the premises 

contained in art. 31 para. 3 of the Constitution of the Republic of Poland” (Wyrok TK z dnia 

12 stycznia 1999 r., sygn. P 2/98, OTK 1999/1/2). 

Statutory restrictions determining the content and scope of protection of property rights 

mean that this right can not be considered as imposing any restrictions, absolute law. These 

rules can be considered as interpretative rules when interpreting art. 140 k.c. On this matter, the 

Constitutional Tribunal stated in a judgment of May 28, 1991 that „statutory restrictions on the 

right to property can not be statistically recognized, as they change with the scope of protection 

of property as changes in the course of social relations development”(Wyrok z dnia 28 maja 

1991 r., sygn. akt K1/91, poz. 4). The above-mentioned provision is in fine that the owner of 

the items may dispose of them within the same boundaries. Disposal of an item means transfer 

of ownership, disposal, encumbrance, putting into possession by means of appropriate legal 

actions, as well as performing factual activities, e.g. destruction or abandonment of things (B. 

Rudzicki 2001). 

The Civil Code defined the content of the property right by indicating the boundaries 

within which the owner of the item can exercise his rights towards it. Article 140 of the Czech 

Republic determines the positive as well as the negative side of ownership. On the one hand, 

this provision grants the owner the right to use and dispose of the thing (positive side), and on 

the other hand, it excludes other persons (the negative side) from it. Art. 140 Civil Code. 

imposes on all entities that are not the owners of a given property the obligation to passively 

respect the property rights of its owner. It is based on the refraining of these entities from all 

actions violating this non-facere law. The above passive obligation does not, however, have the 

character of the debtor's benefit to the creditor, because the person charged with it does not give 

up any entitlements they are entitled to, but only refrains from entering the sphere of the owner's 

rights (R. Strzelczyk 2011). 

According to art. 140 k.c. the limits of property rights are determined by three 

determinants, namely: laws, principles of social coexistence and socio-economic purpose of the 

law. The term act also includes lower-ranking legal acts, with the proviso that they are 

enforceable to statutes and do not exceed the limits of authorizations contained in these laws. 

This interpretation is imposed by art. 64 para. 3 of the Constitution of the Republic of Poland, 

which allows limitation of ownership only by means of statutes and only to the extent that it 

does not violate its essence. The restriction of ownership through a lower-ranking legal act 

issued on the basis of an act within the limits of the delegation it contains does not violate the 

constitutional protection of property guaranteed in art. 21 par. 1, art. 31 para. 3 and art. 64 para. 

3 of the Constitution of the Republic of Poland. This restriction can not violate the essence of 

the right of ownership (E. Skowrońska-Bocian 2011).  

Civil law does not question the validity of restricting the right to property. This necessity 

is a natural consequence of the development of civilization (R. Strzelczyk 2011). Most 

restrictions are of public and legal nature and result from the provisions of administrative law, 

eg the Act of 21 May 1999 on weapons and ammunition (T. j. Dz. U. z 2015 r., poz. 1505 z 

późn. zm.). There are also no restrictions of a civil law nature, e.g. art. 144 k.c., which concerns 

immission (neighbor's law). Hence in art. 144 k.c. the legislator orders the owner to refrain from 
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actions that would disrupt the use of neighboring properties beyond the average measure 

resulting from the socio-economic destination of real estate and local relations (R. Strzelczyk 

2011). In this regard, the Supreme Administrative Court expressed its opinion on December 1, 

1995, which stated that while interpreting the provisions limiting the right to property, it should 

be remembered that they are exceptional and are not subject to a broad interpretation (Wyrok 

NSA w Warszawie z dnia 1 grudnia 1995 r., sygn. akt. II SA 1400/94, Wok. 1996, Nr 3, s. 32).  

In this connection, it can be said that respect for property rights means the possibility of 

unrestrained use of things. State authorities can not arbitrarily interfere in order to deprive or 

limit property. Restriction in the use of the constitutional and statutory right to property may, 

therefore, consist in deprivation of the right to property, if the circumstances specified in art. 

31 para. 3 of the Constitution of the Republic of Poland. The right to property, as a 

constitutionally determined and at the same time protected value, must, therefore, yield to such 

values as were defined in art. 31 para. 3 of the Constitution of the Republic of Poland, while 

maintaining the principle of proportionality expressed in the constitutional wording: 

„restrictions [...] can be established [...] only when they are necessary in a democratic state ...” 

(M. Czech 2015). 

 

 

4. The importance of a public purpose for the construction of expropriation 

The main premise of expropriation and restriction of the right of ownership is the need 

to achieve a public goal. The public goal is a general clause, which until today has been 

concretised and systematized in the form of a uniform definition (M. Szalewska 2005). The 

Polish legislator has established a formal definition of a public purpose by creating in art. 6 

u.g.n. the list of activities falling under its scope. This catalogue, however, may be changed by 

establishing new or adjusting existing public goals, forming them in a way that corresponds to 

the interpretation of constitutional concepts and principles resulting from them (T. Woś 1990). 

It can therefore be assumed that the concept of a public goal is dynamic and may change 

depending on the economic needs of the state and society (M. Wolanin 2009). M. Wolanin, 

recognizes all this for public purposes, achieving what the individual goals indicated in art. 6 

u.g.n. (M. Zimmermann 1939). M. Zimmermann argued that the implementation of the public 

purpose, and the related obligation of just compensation, are in fact legitimate postulates for 

state power. The authorities are obliged to carry out public goals, however, taking into account 

the obligation of just compensation for expropriation or limitation of the right to property. A 

contrario, there can be no expropriation without a clearly defined public purpose (M. 

Zimmermann 1939). A different view is represented by T. Woś, who stated that „the most 

important element of the legal construction of expropriation is the determination of material 

legal conditions for the admissibility of expropriation, ie the purposes for which this form of 

state interference in the sphere of individual rights is permissible” (T. Woś 1998). In the opinion 

of M. Zdyba, the existence of the possibility of expropriation for public purposes specified in 

the Act is, in addition to the removal or limitation of the right of ownership and the form of an 

administrative decision, an important determinant of the institution of expropriation (M. Zdyb 

1997). A similar view is presented by G. Bieniek, who stated that the characteristic feature of 

expropriation is „that it can only occur for reasons specified in art. 6 u.g.n. for public purposes” 

(Z. Marmaj 1998). On this issue, in the judgment of March 16, 2005, the Supreme Court stated 

that it was determined in art. 6 u.g.n. the catalog of public goals is closed in the sense that it is 

listed in its point 10 other goals are only goals set in other acts, as public (Wyrok SN z dnia 16 
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marca 2005 r., sygn. akt II CK 522/04, lex nr 2339801). The Supreme Administrative Court in 

its judgment of 15 May 2008 stated that art. 6 u.g.n. contains a list of public goals that can not 

be extended by way of interpretation. There are some interpretive gates in this catalog, but they 

must be translated in a restrictive way, based on the provisions of other laws, in accordance 

with the ratio legis art. 6 u.g.n., which is the creation of a clearly marked number of cases of 

using the term public purpose (Wyrok NSA w Warszawie z dnia 19 czerwca 2013 r., sygn. akt 

II OSK 3101/12, lex nr 1559695). The literal wording of art. 21 par. 2 of the Constitution of the 

Republic of Poland clearly indicates that the public purpose is a criterion for the admissibility 

of expropriation, which gives the legislator a tool for creating limits of imperious state 

interference in the sphere of the right of ownership of an individual. The legislator should be 

guided by the principle of proportionality, from which it follows that „adoption of a given 

regulation is possible only if it is necessary to protect the public interest with which it is 

associated, the shaping of a given regulation should take place in a manner ensuring the 

achievement of the intended effects. is obliged to maintain the proportion between the effects 

of the regulation introduced and the burdens or inconveniences resulting from it for citizens. 

This principle requires choosing among the most effective measures, and at the same time least 

burdensome for entities to whom they are to be applied, or painful to a degree not greater than 

necessary to achieve the assumed goal” (M. Szalewska 2005). 

Thus, the most important element of the legal construction of expropriation is the 

determination of the substantive legal conditions for the admissibility of expropriation, ie the 

purposes for which this form of state interference in the sphere of individual property is 

permissible. Undoubtedly, it is true that the evolution of the institution of expropriation takes 

place mainly through changes in the definition and understanding of the purposes for which 

property expropriation is allowed (T. Woś 2011). 

 
4.1 The concept of public purpose in the light of the case law of the European 
Court of Human Rights and the EU Court of Justice 
 

 

Pursuant to the provisions of art. 1 of Protocol No. 1 of the European Convention on 

Human Rights, the condition of the existence of a public purpose is fulfilled when the 

deprivation of property will result from the implementation by the state of a specific policy, for 

example social or economic, even if the entire property will not benefit directly from it The 

determinant of the limits of public authorities' interference in the right of ownership is the 

broadly understood public goal to which examples the European Court of Human Rights 

includes, among others: spatial planning, environmental protection, regulation of economic 

activity, or restrictions on trade with foreign countries (Wyrok ETPCz z dnia z 18 lutego 1991 

r. w sprawie Fiedin przeciwko Szwecji, skarga nr 12033/86, series A 192; decyzja ETPCz z 

dnia 15 maja 1996 r., w sprawie Kaira przeciwko Finlandii, skarga nr 27109/95; wyrok ETPCz 

z dnia 24 października 1986 r. w sprawie AGOSI przeciwko Wielkiej Brytanii, skarga nr 

9118/80, series A 108). 

Given the "public purpose" case law of the European Court of Human Rights, the 

concept of "public good" can be derived, which determines the use of a public goal by public 

authorities. The state may use the broadly understood public good, but under certain conditions, 

among which it is possible to distinguish: 

1) the inability of a member country to invoke the protection of an important general 

interest if European regulations are in force in a given area; 
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2) inability to invoke public interest in the case of instruments motivated by economic 

goals, eg protection of a specific industry sector, since ensuring the integrity of the economic 

system is the responsibility of the community; 

3) the principle of mutual recognition of national provisions with a comparable 

protection system, the host country can not justify the desirability of regulation with a public 

good, which has equivalent protection in the country of origin; 

4) the principle that in the absence of European regulation a member state may apply its 

own law protecting some "public good” (M. Sthal 2007). 

The influence of the jurisprudence of the EU Court of Justice on the notion of public 

good in the Member States and the prohibition of public-law interference in the values protected 

in the First Protocol to the Convention means in fact the so-called Europeanization of 

administrative law. This concept should be understood as seeking a certain universal system of 

values, characteristic of European cultures. Europeanisation accepted in this way is a time-

stretched process that takes place in various areas of law and in various forms. It includes: the 

reception of the law; the impact of international organizations and their acts that are relevant to 

national legal orders (eg participation in the Council of Europe); the impact of Community or 

EU law (M. Jaśkowska 1998). 

From art. 17 sec. 1 zd. 2 KPP, it is clear that the restriction or deduction of ownership 

by expropriation is allowed only due to the public purpose and just compensation. 

„Expropriation carried out without a specific public purpose and without compensation will be 

affected by a disadvantage resulting in non-compliance of the expropriation with EU law” 

(Wyrok TSUE z dnia 9 września 2008 r., sprawa Fabbrica italiana accumulatori motocarri 

Montecchio SpA (FIAMM) i Fabbrica italiana accumulatori motocarri Montecchio 

Technologies LLC, Giorgio Fedon& Figli SpA i Fedon America, Inc. Przeciwko Radzie Unii 

Europejskiej i Komisja Wspólnot Europejskich, skarga C-120/06, C-121/06; wyrok TSUE z 

dnia 15 kwietnia 1997 r. w sprawie The Irish Farmers Association i inni przeciwko Minister for 

Agriculture, Food and Forestry, Ireland i Attorney General, skarga C-22/94; Wyrok TSUE z 

dnia 16 listopada 2011 r. sprawa P, Bank Melli Iran przeciwko Rada Unii Europejskiej, skarga 

C-548/09). In connection with this, the EU Tribunal, deciding on specific cases, assesses 

whether the means intended to achieve a public goal in expropriation proceedings do not 

constitute unauthorized interference with the property right or lead to the violation of its essence 

(Wyrok TSUE z dnia 10 lipca 2003 r. sprawa Booker Aquacultur Ltd (C-20/00) and Hydro 

Seafood GSP Ltd (C-64/00) v. The Scottish Ministers, skarga C-20/00, C-64/00). 

 

4.2 The concept of public purpose in the light of the provisions of the 
Constitution of the Republic of Poland 
 

In art. 21 par. 2 of the Constitution of the Republic of Poland, the legislator stated that 

the public purpose is a criterion of the admissibility of expropriation, not being an element of 

the construction of the very concept of expropriation. According to this provision, expropriation 

is permissible only if it is made for public purposes and for just compensation. The public goal, 

along with just compensation, sets the limits of admissibility and, at the same time, the 

lawfulness of expropriation. The admissibility of expropriation exclusively for public purposes 

in the light of the above provision constitutes a constitutional principle. The Constitution of the 

Republic of Poland does not define the concept of a public goal. „One could say that the content 

of this concept was left to the ordinary legislator, which he did and could do in the future”(M. 

Szewczyk 2003). 
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Currently present on the basis of art. 6 u.g.n. the term public purpose is a formal 

definition, the practical meaning of which is limited to the enumerative indication of cases in 

which the activities of the state fall under its scope. The legislator therefore gave up the creation 

of a legal definition of public purpose and did not leave the public administration body the 

freedom to decide when the state's activity is compatible with the public goal and when not. 

The main reason for this situation is the fear of any interpretation of this concept in a situation 

where the state is hindered by the entity and its interests, mainly property interests, in achieving 

its goals. Whether an investment will pursue public goals can not be decided in isolation from 

the circumstances of a given case (Wyrok NSA w Warszawie z dnia 28 listopada 2007 r., sygn. 

akt II OSK 1583/06, lex nr 416607). The subject criterion determines the public character of a 

given objective, which only matters if the legislator stipulated that certain public goals can only 

be implemented by all or strictly defined public entities. In other words - where the possibility 

of privatization has entered the implementation of public administration tasks, public goals can 

be implemented by private entities (M. Szewczyk 2004).  

On the basis of u.g.n. the value of the concept of a public purpose depends on a 

teleological interpretation in the context of a given investment, and not on the abstract meaning 

of this concept. In an individualized, and not abstract, assessment of the public purpose should 

be made, as in u.g.n. the definition of a public purpose serves specific public interests, which 

means that the public purpose should be defined in the context of a given case. The essence of 

the public goal is closely related to the current needs of society, which is conditioned by 

economic and social considerations, results from the level of development of a given society, 

and at the same time its economic possibilities. It is also noted that as the civilization develops, 

the individual, in order to meet his growing needs, is increasingly forced to use the help of 

society, as well as the freedom of the individual to be depleted for the benefit of the community. 

The notions of public interest can not be equated with the interest of the state or the interest of 

the commune, understood as a separate entity. Trends to identify the public interest with the 

interest of the state usually accompany autocratic governments (E. Modliński 1932). 

The above criteria defining the notion of a public goal are characterized by variability 

over time, which results in the inability to define them unequivocally and permanently. This 

diminishes the possibility of permanent and permanent determination of public goals, for which 

the feature of variability and permanent indeterminacy is the essence, demonstrating the 

constant development of society and its needs. The constitution-maker, using art. 21 par. 2 of 

the Constitution of the Republic of Poland with the notion of a public goal, has not created a 

state of total discretion and discretion in prescribing specific actions or intentions of public 

purpose features. A constitutional permit of expropriation may be made if public purposes can 

not be implemented in any other way than by depriving or limiting the right to property. 

According to art. 21 par. 2 of the Constitution of the Republic of Poland, acting in the public 

interest should be guided by the principle of proportionality. It follows from this principle that 

the adoption of a given regulation is possible only when it is necessary to protect the public 

interest with which it is associated. The shaping of a given regulation should take place in a 

way that ensures achievement of the intended effects. The legislator is obliged to maintain the 

proportion between the effects of the regulation introduced and the burdens or inconveniences 

resulting from it for citizens. This principle requires choosing among the most effective 

measures, and at the same time the least onerous for the entities to whom they are to be applied, 

or painful to a degree not greater than necessary to achieve the assumed objective (T. Woś 

2011). A similar regulation was included in art. 11 (4) Charter of fundamental rights and 

freedoms as part of the constitutional order of the Czech Republic: „Expropriation or 

involuntary restriction of property rights is allowed only in the public interest under the Act and 
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against compensation” (Tekst uchwały i Tekst Karty został ogłoszony w "Sbírka Zákonů České 

Republiky" 1993 nr 1 z 28 XII Prezydium Czeskiej Rady Narodowej z dnia 16 grudnia 1992). 

„Then in art. 14 par. 3 of the German Constitution, which stipulates that expropriation is 

permissible only for the general good and may only take place by statute or pursuant to the Act” 

(S. Bożyk 1993). Przepis ten określa dwie formy wywłaszczenia: „wywłaszczenie ustawowe 

(Legislativenteignung) i „wywłaszczenie administracyjne” (Administrativenteignung). W 

pierwszym przypadku wywłaszczenie następuję w drodze ustawy (durch Gesetz), w drugim w 

formie aktu administracyjnego (auf Grund eine Gesetzes) (O. Kimmnich 1992).  

 

4.3 The concept of public purpose in the light of doctrinal views 

 

The question of mutual relationship between public purpose and expropriation in the 

learning of civil and administrative law raises a number of doubts. On the one hand, views were 

presented about the redundancy of the public purpose element for the definition of 

expropriation, as a legal concept, and on the other hand, about the necessity of its occurrence 

for the essence of expropriation. The first view is represented by M. Zimmermann, stating that 

„the concept of public utility purposes is perceived so broadly that it sometimes loses all 

meaning at all and simply means the existence of any motives for the legislator at all”(M. 

Zimmermann 1939). The next thesis is that the legislator omits the requirement of public utility 

in the construction of expropriation. The author stated that the concept of public utility purposes 

is irrelevant for establishing the absolute concept of expropriation as a legal institution, but it is 

important to establish this concept as a relative, i.e. for a given legislation (M. Zimmermann 

1939). The scope of the expropriation may be made dependent on the need for a public purpose, 

but then the requirement of a public purpose (M. Zimmermann 1939), public good is presented 

as a condition. „The power can only expropriate when it determines that the condition actually 

occurs” (M. Zimmermann 1939). And although the author in his views speaks for the 

superfluity of the notion of a public purpose purpose for the essence of the construction of 

expropriation, it nevertheless underlines that this element is important for positive legislation, 

e.g. when it occurs in the constitution, it is a constraint on the legislator. These goals are a 

guarantee of basic civil rights and expressis verbis were included in the Constitution of the 

Republic of Poland for a reason. The necessity of statutory regulation of public goals does not 

mean that one should stop searching for the essence of general expropriation, abstracting from 

positive legal regulations.  

A different view from the presented one is presented by representatives of the so-called 

classic theory of expropriation. This view, as an element of public utility of the expropriated 

law, is considered to be a key element in the construction of expropriation as a requirement for 

expropriation to be necessary for the realization of specific public goals (T. Woś 2011). In T. 

Woś view, the most important element of the legal construction of expropriation is the 

determination of material legal conditions for the admissibility of expropriation, ie the purposes 

for which this form of state interference in the sphere of individual rights is permissible (T. Woś 

2011). In the opinion of M. Zdyba, the use of expropriation solely for the purposes specified in 

the Act is, in addition to the subtraction or limitation of the right of ownership and the form of 

an administrative decision, the basic determinant of the institution of expropriation (M. Zdyb 

1987). Z. Truszkiewicz indicates that it is possible to speak about expropriation when it occurs 

due to reasons and circumstances described in art. 46 ust. 2 u.g.g.w.n (Z. Truszkiewicz E. Drozd 

1994). A similar opinion was expressed by G. Bieniek, claiming that in relation to the 

regulations included in the Act on Real Estate Management, the characteristic feature of 
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expropriation is that it can only occur for reasons specified in art. 6 u.g.n., precisely because of 

public goals (G. Bieniek, Z. Marmaj, E. Mzyk, R. Żróbek 1998). 

However, one must be aware that the above-presented views result to a large extent from 

different research and axiological assumptions of individual authors. These views can be 

aggregated into two groups. The first one is the views of the authors for whom the definition of 

a public purpose is important and departure from the rigid statutory catalog of these goals. 

Public authorities should be free to set public goals. In these views, the dominance of the public 

interest over the private one can be seen. The second group consists of views according to which 

there should exist a strict catalog of public goals, without the possibility of expanding it through 

interpretation. In this case, the private interest and protection is more important than the public 

interest. 

 

 

5. Statutory authorization as a prerequisite for expropriation 
 

From the previous analysis regarding the understanding of the concept of a public goal, 

another research problem appears, namely the issue of the legal basis for expropriation. The 

essence of expropriation, as well as the premises of its admissibility, i.e. public purpose and 

just compensation, can only be determined by law. M. Wolanin said that „the constitutional 

consent of expropriation only for the public purpose results in the possibility and at the same 

time the necessity to define public goals in a precise manner, only in statutes” (J. Jaworski, A. 

Prusaczyk, A. Tułodziecki, M. Wolanin 2009). The exclusivity of the act, in regulating the 

limits of the admissibility of expropriation, is indicated in art. 1 of the Additional Protocol to 

the European Convention for the Protection of Human Rights and Fundamental Freedoms, 

according to which „no one may be deprived of his property, except in the public interest and 

under the conditions provided for by law under general principles of international law”. For 

example, the James and Others v. The United Kingdom ruling (Wyrok ETPCz z dnia 21 

February 1986 r. w sprawie Jamesa and Others v. the United Kingdom, series A no. 98, p. 32, 

§ 46) at which the European Court of Human Rights granted Member States the freedom to 

define the limits of the concept of public purpose and to subtract property rights on its basis, as 

long as it does not contradict the values set out in art. 1 of the First Protocol to the Convention 

for the Protection of Human Rights and Fundamental Freedoms (Wyrok ETPCz z dnia 28 

września 1995 r. w sprawie Scyllo v. Italy, skarga nr 19133/91). 

Adoption of the thesis about the possibility of concretising a public purpose only by 

means of an act indicates the form of this concretisation, but it does not specify its content. 

When speaking about filling in the content of the notion of a public goal by the legislator, it 

should be indicated according to which criteria or principles this fulfillment should take place. 

Does the legislator enjoy total freedom? The first criterion will be the linguistic interpretation 

of the concept of a public purpose. According to it, the only public purpose that will be 

recognized is what serves the general public and is widely available, it is a good of the whole, 

ie the whole society or the regional socjety (T. Dybowski 1996). The second criterion defining 

the limits of statutory specification of the public purpose for the purpose of expropriation will 

be the principle of proportionality resulting from art. 2 of the Constitution of the Republic of 

Poland. In this matter, the Constitutional Tribunal indicated that „interference of the legislator 

must not contradict the axiological assumptions underlying the constitutional provisions and 

principles. It is permissible if it corresponds to the principle of proportionality, which 

presupposes the adequacy of the measure and purpose” (Wyrok TK z dnia 12 kwietnia 2000 r., 
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sygn. akt K8/98, OTK 2000 r., Nr 3, poz. 87), in other words, a balance between the violation 

of individual rights and the actual need of a public interest (I. Lach 1998).  

It follows from the principle of proportionality that the adoption of a given regulation is 

possible only when it is necessary to protect the public interest with which it is associated. The 

shaping of a given regulation should take place in a manner ensuring the achievement of the 

intended effects, and the legislator is also obliged to maintain the proportion between the effects 

of the regulation introduced and the burdens or inconveniences resulting from it for citizens. 

This rule requires choosing among the most effective means, and at the same time the least 

onerous for entities to whom they are to be applied or painful to a degree not greater than 

necessary to achieve the assumed objective (Wyrok TK z dnia 26 kwietnia 1995 r., sygn. akt K 

11/94, OTKZU 1995 r., cz. I, poz. 12.) In turn, in the judgment of 17 October 1995, the 

Constitutional Tribunal stated that this principle implies that "adoption of a given regulation is 

possible only when it is necessary to protect the public interest with which it is linked, the 

shaping of a given regulation should take place. in a way that ensures the achievement of the 

intended effects, and moreover, the legislator is obliged to maintain the proportion between the 

effects of the regulation introduced and the burdens or inconveniences resulting from it for 

citizens. This principle requires choosing among the most effective measures, and at the same 

time the least onerous for entities to whom they are to be applied, or painful to a degree not 

greater than necessary to achieve the assumed goal (Wyrok TK z dnia 17 października 1995 r., 

sygn. akt. K10/95, OTKZU 1995 r., Nr 2, poz. 10). 

The principle of proportionality is not unlimited. According to A. Walaszeka-Pyzioł: 

„the principle of proportionality is an instrument aimed at preventing an excessive restriction 

of constitutional subjective rights by an ordinary legislator. The requirement to limit a given 

law has its reference point in the form of a „public goal” which the legislator intends to 

implement by limiting this right. Even a very far-reaching limitation of the law can be 

reconciled with the principle of proportionality if it is a useful and necessary measure to achieve 

a specific, sufficiently important public purpose. Thus, the principle of proportionality, as such, 

does not constitute a barrier against the violation of the „essential content” or „nucleus” of 

subjective law”(A. Walszak-Pyzioł 1995). 

 

 

6. Determination of the public purpose with the use of administrative discretion 

 

The literature and jurisprudence assumes that the public purpose, as a not defined 

concept, can not constitute a prerequisite for the application of administrative recognition. The 

authorization is considered to be disputable if the legal provision uses defective (undefined) 

phrases in the description of the facts justifying the functioning of the authority (M. 

Wierzbowski, A. Wiktorowska 2006). Referring to the above issue in the judgment of 

November 16, 1999, the Supreme Administrative Court stated that „unlike other types of 

decision-making gaps, recognition is a possibility to choose legal consequences. In order to 

issue a correct decision in the situation of administrative recognition, the administrative body 

is obliged to examine the facts in detail and record the results of the audit in the case files. 

Obligations of the administrative body in the scope of evidence proceedings are even greater 

than in the case of statutory embarrassment, because in search of a material criterion for issuing 

a decision should most broadly examine the facts, in a dimension going beyond the 

circumstances typical in situations of binding, bearing in mind the special role in the 

discretionary decision, its compliance with the social interest and the legitimate interest of the 
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citizen of art. 7 k.p.a.” (Wyrok NSA w Warszawie z dnia 16 listopada 1999 r., sygn. akt III SA 

7900/98, lex nr 47243). 

In the opinion of M. Jaśkowska, who belongs to the representatives of the opposition's 

position, one can not combine recognition with the existence of vague notions in the standard, 

because then we have to deal with different stages that take place in the process of applying the 

law. According to the author, the fact of using phrases that are not clearly defined does not 

testify to the existence of authorization to recognize. You can meet with the interpretation of 

the term under-defined (determining the content, for example, public order), and then with the 

assessment of the facts and with checking whether the given state of affairs corresponds to the 

adopted content of the concepts. If such compliance exists, there may be a requirement for 

specific behavior, i.e. no recognition (M. Mincer 2010).  

M. Mincer is a representative of the narrow recognition approach, covering only a 

certain form of discretionary power in the field of the application of law (M. Mincer  2010). 

This author is based on the so-called the decision-making model of the application of law, built 

by J. Wróblewski (J. Wróblewski 1972), reflecting the problems before the body when adapting 

the legal norm to a specific case. According to the author, four stages can be distinguished in 

the process of applying the law, in which the body applying the law determines the meaning of 

particular terms appearing in the legal text:  

1) the stage of free evaluation of evidence; 

2) recognition of the fact as proven "under" applicable law; 

3) binding determination of the legal consequences of a fact recognized as proven based 

on the applicable law. These consequences may consist in a predetermined legal effect (lack of 

recognition), or it may be necessary for the authority to choose the legal effect provided for in 

this standard (i.e. recognition); 

4) the subsumption of a fact recognized as proven by applicable law (M. Mincer 2010). 

According to M. Mincer, administrative recognition occurs when the legal norm does 

not determine these consequences in an unambiguous manner, but when it clearly leaves the 

choice to the administrative authority. Recognition concerns the future and its subject is not to 

determine the legal meaning or to assess the facts, but to determine the legal effect (M. Mincer 

2010). 

By sharing the above the view should be taken of the view of A. Wróbel, according to 

which the interpretation of indefinite concepts should take place in the process of applying 

procedural law by public administration bodies. In relation to the public interest concept similar 

to the public purpose, the author stated that „one can not rely on an abstract social interest in 

making negative decisions to the party without proof and comprehensive justification, on what 

this interest in a specific case it consists and why it speaks against dealing with a procedural 

matter in accordance with the party's request” (A. Wróbel 2000).  

The above views allow to conclude that the possibility for administrative authorities to 

apply administrative recognition in the event of a public purpose would require the legislator to 

introduce Article 6 u.g.n. phrases such as may, requires consent, with consent and what is not 

in the content of this article (M. Mincer 2010). M. Mincer notes that there is a group of terms 

that have traditionally been considered empowering to recognize, and which by themselves do 

not mean anything yet. Refers to permits and permits. The author claims that even in every case 

of using such terms, one should find the answer to the question whether in certain conditions 

the authority is required to issue a permit or whether it can, but does not have to do so? (M. 

Mincer 2010). The basis for recognition is a specific legal norm that „must designate the 

addressee and circumstances in which the proceedings are to be implemented and contain a 

specification of the designated procedure” (M. Mincer 2010). A norm built for the needs of 
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recognition must therefore consist of two elements: a hypothesis concerning the determination 

of the actual state in relation to which there may be a free assessment of evidence and legal 

succession in the form of an alternative, which can not be determined when analyzing art. 6 

u.g.n. The volatility of public goals creates an acceptable situation of increasing or reducing the 

use of expropriation as a form of imperious interference in the rights of the individual, without 

affecting the very essence of expropriation as a legal concept. Entering the public purpose in 

the construction of the concept of expropriation would entail the changeability of the concept, 

reflecting the variability of the concept of a public purpose (M. Jaśkowska 2015). 

 

 

7. Implementation of the public goal in connection with public-law partnership 
 

A separate possibility of privatization due to the implementation of a public goal may 

take place in connection with the implementation of investments under public-private 

partnership. This institution has its source in the Anglo-Saxon law system. Public-private 

partnership allows for sharing risk and costs of implementing a specific investment project 

between public authorities and non-public entities. The premise of the public purpose is treated 

in the American doctrine as a blank wording (empty question) (M. Jaśkowska 2015). In the 

American doctrine, the phrase "for public use" used in the fifth amendment does not mean that 

expropriation must be done solely for this purpose. The Constitution has left the authorities a 

wide field to interpret what is within the limits of public use (R. A. Epstein 1985). 

The current approach to the basic condition of public-law interference in the right to 

property suggests that in the US Constitution the possibility of expropriation occurs only „for 

public use” (W. B. Stoebuck 1972). As a result of the judicial practice of the Federal Supreme 

Court and lower courts, the phrase public use contained in the V Amendment was defined as 

containing every public purpose, which led to the legalization of many private expropriations 

as consistent with the V Amendment (P. J. Kulick 2000). 

One of the main reasons for such a broad interpretation of the US public purpose is that 

the owner of the property designated for the implementation of the project will seek to stop the 

sale, raising the price, significantly exceeding its value, or will wait for the increase in property 

prices in the area. The above operation in free market conditions makes it difficult, and even 

impossible, for the property to be acquired voluntarily by both the authorities and private 

entities that face the owner in the same position. Expropriation is considered the only tool that 

allows to circumvent this problem, because it does not give up the planned investment, transfer 

its location, or pay an excessively high price. An administrative body acting for private entities 

may simply expropriate the property by paying just compensation. The Supreme Court of New 

Jersey spoke on this matter, stating that the expropriation of real estate for highway construction 

is an absolutely necessary measure, because otherwise a single unit could block the investment 

by its action (D. B. Kelly 2006; wyrok SN Florydy z dnia 15 maja 1996 r. w sprawie Zamecnik 

v. Paul Beach Country, 768 So. 2d 1217 (Fla. Dist. Ct. App. 2000). The foundation of the 

current interpretation of the term public purpose in the legislation and judicial decisions in the 

United States is based on four precedent cases: „Berman v. Parker” (Sprawa Everest W. Cox 

Co. V. State Highway Comm’n, 133 A. 419, 513 (N. J. 1926): „the exercise of the power of 

eminent domain is absolutely necessary for building state highways because if this were not the 

law, then single individual could hold up a state project”); „Hawaii Housing Authority v. 

Midkiff”(sprawa Berman v. Parker, 348 U.S. 26 (1954): „It is within the power of the legislature 

to determine that the community should be beautiful as well as healthy, spacious as well as 

clean, well-balanced as well as carefully patrolled. In the present case, the Congress and its 



 

39 

 

authorized agencies have made determinations that take into account a wide variety of values. 

It is not for us to reappraise them. If those who govern the District of Columbia decide that the 

Nation’s Capital should be beautiful as well as sanitary, there is nothing in the Fifth Amendment 

that stands in the way”), „Poletown Neighborhood Council v. City of Detroit” (Sprawa Hawaii 

Housing Authority v. Midkiff z dnia 30 maja 1984, 467 U.S. 229 (1984).), „Kelo v. City of 

New London” (Wyrok SN Stanu Michigan z dnia 13 marca 1981, 410 Mich. 616, 304 N.W.2d 

455- The Supreme Court of Michigan faced the question of expropriation in the city of Detroit 

of the entire city, inhabited by 3,500 people, with 1,174 buildings (including 144 office 

buildings, 3 schools, 16 churches and a cemetery) to build the General Motors factory ( the 

project has been worth over 200 million dollars) is an activity in line with the V Amendment. 

The expropriated residents argued that it was not, because the only beneficiary of such action 

is a private entity, aimed at achieving its own goals and profit. The court did not share such a 

position, stating that even if the private beneficiary is the direct beneficiary of the expropriation, 

the benefit for the local community, which is the elimination of unemployment and economic 

growth, makes the expropriation take place for public purposes.) Their significance is so 

significant that they appear in judicial decisions in all countries belonging to the common-law 

system and almost in every publication devoted to the privatization of public objectives. This 

institution is still a novelty in our legal system and is still undergoing slow development, as 

evidenced by the small number of investments carried out in this form. 

The American public-private partnership model has had a profound impact on achieving 

public goals also in Western Europe, especially in the United Kingdom, where the provision of 

public services takes place mainly through the application of rules in the open market. This 

solution has transferred measurable benefits in terms of infrastructure development in this 

country (Wyrok SN z dnia 23 czerwca 2005 r., sprawa „Kelo v. City of New London”.). 

Similarly, in Poland, the Act of May 2, 2015 on public-private partnership was introduced (A. 

Panasiuk 2010). However, the implementation of public tasks in public-private partnership is 

not very popular. Lower interest in the above institution in Poland is influenced by the law, in 

particular regarding the tax burden of the private sector involved in achieving public goals, as 

well as the obligation to comply with the Public Procurement Act when concluding 

subcontracts. Also important is poorly developed infrastructure, which does not provide an 

adequate basis for the implementation of public undertakings by private entities and poor 

knowledge of the methods of using this institution. An example of this is the rules on the 

financial discipline of local government units. Pursuant to § 3 point 2 of the Regulation of the 

Minister of Finance of December 28, 2011 on the detailed manner of classifying debt titles 

classified as public debt (Dz. U. z 2015 r., poz. 696 z późn. zm.), from 1 October 2012, local 

governments are obliged to include in the level of indebtedness, in addition to loans, loans of 

debt securities, also public-private partnership agreements, affecting the level of public debt. 

The funds transferred by local governments for infrastructure investments with the participation 

of private entities are included in the total indebtedness of these units, even if they are not due.  

Since the privatization of achieving public goals in not all areas brings the desired results. There 

are areas in which leaving free market mechanisms is unachievable because the market is unable 

to shape demand or prices in them. These areas include: public education, health care and areas 

in which municipal public utility companies operate, operating on the basis of monopoly, eg 

communal municipal waste market, in which local governments often privilege municipal 

companies. Introduced from 1 January 2012 an amendment to the act on maintaining cleanliness 

and order in municipalities (Dz. U. z 2011 r. Nr 298, poz. 1767 z późn. zm.), the refusal to 

consolidate this state of affairs, because the commune, as the organizer of the tender, as a result 

decides which enterprise will conduct such activity in its territory. It should also be emphasized 
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that the privatization of a public goal is not always possible. Art. 49 k.c. enables transmission 

easement for devices, some of which have not been indicated, directly as a public purpose 

within the meaning of art. 6 u.g.n. The existence of two legal regulations compliant with each 

other, permitting the implementation of transmission infrastructure, i.e. Art. 124 u.g.n. and art. 

305¹ k.c. it does not have a positive impact on the development of public law cooperation in 

this area. In addition, fears related to the protection of constitutional rights of citizens are 

constrained. 

The above-mentioned remarks entitle you to draw two applications. First of all, the fact 

that assessing whether a given investment implements a public goal will require analysis as part 

of the regulations of the applicable legal system and applying to the provisions on municipal 

management, maintaining order and cleanliness in communes, and the act on waste. The above-

mentioned provisions, cited, for example, with an indication of the matter they regulate, will 

allow to answer the question whether the public purpose is being pursued. Secondly, 

investments for public purposes do not necessarily require public entities to implement them. 

In a concrete case, therefore, the assessment will be made as to whether there is such an 

investment that can and should be considered a public purpose. 

 

 

8. Necessity of expropriation for the public purpose 
 

The necessity of realizing a public goal is another basic premise of expropriation. This 

claim is based on the provision of art. 112 para. 3 u.g.n. in which the legislator predicted that 

expropriation could take place only if: 

1. public goals can not be implemented otherwise than by deprivation or restriction of 

rights to real estate; 

2. these rights can not be acquired by way of a contract (G. Bieniek, S. Rudnicki 2004). 

The first condition is predominant and must be met in every case. Both when the 

negotiations with the owner are carried out regarding the acquisition of rights by way of a 

contract, and when, in the event of ineffectiveness of negotiations, expropriation takes place by 

way of a decision. Specifying that public purposes can be implemented in a different way means 

that the State Treasury or a local government unit do not have real properties that allow 

achieving the public goal. On the other hand, the implementation of the goal is not possible by 

means of a milder form of interference with the owner's rights, e.g. by temporarily seizing the 

property. 

The legislator defined the term of public purpose in art. 6 points 1 - 9b u.g.n. In the 

judgment of 9 November 2009, the Voivodship Administrative Court stated that when 

formulating the definition of a public goal, the legislator gave a relatively large freedom on the 

type of entity conducting the investment, the extent of its impact or the method of financing. 

However, the condition for recognizing a project as an investment of a public goal is to precisely 

define the purpose of the planned investment. The undertaking whose purpose is in the catalog 

of public goals specified in art. 6 points 1-9 of the Act on Real Estate Management or pursuant 

to art. 6 point 10 of this Act was specified in another act, it can be considered as an investment 

of a public purpose. It is also worth emphasizing that although the catalog is closed, other public 

goals may be indicated in separate acts (Wyrok WSA w Warszawie z dnia 9 listopada 2009 r., 

sygn. akt IV SA/Wa 1256/09, lex nr 589431). 

Therefore, it should be considered whether the public goal, as a closed catalog of 

activities, has not been formulated too narrowly. The need to narrow the understanding of the 

public purpose is obvious, since it can lead to the deprivation of property rights. In the recent 
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past, the public goal was to implement co-operative housing, which is excluded in the current 

legal status. It is obvious that the definition of a public goal contained in art. 6 u.g.n. it will 

facilitate the interpretation of this concept in the course of expropriation proceedings, but it will 

not solve all the doubts that still arise (G. Bieniek, S. Kalus, Z. Marmaj, E. Mzyk 2011). 

The concept of a public goal has been specified in the Act on Real Property Management 

in two ways: 

a) in art. 6 points 10 u.g.n. calculated - as far as possible - goals recognized by the 

legislator as public goals within the meaning of the Real Estate Management Act; 

b) in art. 6 points 10 u.g.n. it was indicated that they could be "other public goals 

specified in separate acts", e.g. art. 37 of the Act of 28 September 1991 on forests (T. j. Dz. U. 

z 2014 r., poz. 1153 z późn. zm.) 

The formulation of a public purpose as a closed catalog is more justified than contained 

in the previous Act of 29 April 1985 on land management and expropriation of real estate, in 

which art. 46 ust. 2 point 5 contained the term other obvious public goals. This created a certain 

freedom in assessing whether a given goal was taken for granted as a public purpose.  This 

freedom has been removed in the currently binding legislation on real estate management. The 

scope of discretion is defined by the legislator through the concept of a separate act, which 

goals should be considered public (G. Bieniek, S. Rudnicki 2004). The Act on Spatial Planning 

and Development of March 27, 2003 (hereinafter: u.p.z.p (Dz. U. z 2015 r., poz. 199 z późn. 

zm.), redefines the concept of public purpose investment and imposed on all municipalities that 

banned the construction of base stations the obligation to abolish this prohibition during the 

year. The admissibility of property expropriation for this purpose is still an open question. The 

issue raised is of great importance in practice. In art. 2 pts 5 p.p. defines the concept of public-

purpose investments included in art. 6 u.g.n. The concept of public purpose will be assessed by 

various authorities.  

According to art. 21 par. 2 of the Constitution of the Republic of Poland, expropriation 

is permissible only if it is made for public purposes and for just compensation. Use by the 

legislator in art. 21 par. 2 of the Constitution of the Republic of Poland, with the expression 

only then, indicates the exceptional and final nature of expropriation as an institution serving 

the implementation of public goals. Any expropriation must be justified by the need to achieve 

a public goal, but not every public purpose can be achieved through expropriation. 

Expropriation is a definitive and exceptional measure, applicable only when ownership 

relations obliterate the possibility of pursuing a public goal, beyond the condition of prudent 

and cautious settlement of the conflict of individual and public interest. 

According to art. 112 para. 3 u.g.n. the admissibility of expropriation has been limited 

only to situations where public purposes can not be implemented otherwise than by deprivation 

or restriction of rights to real property. T. Woś stated that „it means inadmissibility of 

expropriation of real estate, if a specific purpose can be achieved without its use, if its 

achievement does not require the use of real estate in the whole range, or it is possible using 

less severe interference in the property right”(T. Woś 1998). According to Z. Truszkiewicz, 

„indispensability implies the optimization of solutions of a given undertaking due to a specific 

public purpose justifying expropriation, and secondly, the adequacy of the scope of 

expropriation to the realized public purpose by means of a specific undertaking”( E. Drozd; Z. 

Truszkiewicz 1994). 

Underdecision of the concept of indispensability and a non-existent element of the 

assessment imposes on the legislator the obligation to create mechanisms limiting the 

arbitrator's and the pre-emptive authority's making decisions about the necessity of a given real 

estate for the public purpose. The restriction will be the requirement to use the property for 
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public purposes in the local spatial development plan or in the decision on determining the 

location of the public purpose investment. At the stage of spatial planning, a preliminary 

assessment of the necessity of a given property for public purposes is made. 

 

9. Recapitulation 

 

The notion of public purpose fulfills a special role, constituting the basic criterion for 

determining the limits of permissible State interference in the sphere of individual rights, that 

is in the sphere of individual interest. Despite the identification of the notion of public purpose 

and the notion of public interest, the latter is usually treated as the basic criterion determining 

the admissibility of legislative interference in the social and economic relations of an individual. 

Therefore, the expropriation of real estate can be made if public purposes can not be 

implemented otherwise than by deprivation or restriction of rights to real estate, and these rights 

can not be acquired by way of a civil contract. 

For accepting such a function of the notion of a public purpose for the construction of 

expropriation also speaks of the lack of specificity and variability of the concept of a public 

purpose. Article 21 paragraph 2 of the Constitution of the Republic of Poland clearly indicates 

that the public purpose is a criterion of the admissibility of expropriation, not being an element 

of the construction of the very concept of expropriation. Assigning this category of the 

conceptual function of the requirement of admissibility of expropriation gives the legislator a 

tool for creating limits of imperious state interference in the sphere of the right of ownership of 

an individual. 

Expropriation is a last resort, serving the state to achieve specific public goals, usually 

against the will of the individual. It is necessary at the outset to define these public goals and 

how to achieve them. Hence the necessity of expropriation consists in determining whether it 

is necessary to deprive the right of ownership, or whether it is enough to limit it. According to 

the so-called the theory of gradation of interference, imperative measures should be applied in 

order from the least onerous for individual rights and freedoms to the most severe ones. 

Therefore, a property should not be taken away if it is sufficient to limit it for the realization of 

a given public purpose, eg in the form of establishing an easement of a necessary road. The 

feature of necessity of expropriation for the purpose of public purpose also excludes the 

possibility of initiating expropriation proceedings when it is possible to implement the 

investment in a different way. 
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Abstract 
 

The purpose of this study is to assess the impact of leadership on governance 

effectiveness in Dukem town. The population of this study were development team 

coordinators, representatives of private business organizations, and community institutions of 

the town. In addition, cabinet members and civil servants of the town administration were the 

target population for the source of data in this assessment. A total of 145 samples were selected 

using purposive and random sampling methods. The findings show that important traits of a 

leader that results in effective and better performance were missing. The informants argued that 

poor commitment is noticeable in the implementation of good governance in the town. Leaders 

are promoted to higher positions without being sufficiently prepared for the leadership role and 

with less sufficient understanding of the significance of good governance principles. In 

addition, lack of competence, inefficient and ineffective monitoring and evaluation system were 

major factors that contributed to ineffectiveness of leadership practices of the town 

administration. This poor achievement is manifested in poor coordination with stakeholders, 

rent seeking attitudes and poor commitment of the leadership and employees. Although various 

initiatives have been pursed in Oromia National Regional State to ensure good governance such 

as citizen charter, fighting rent seeking attitudes and making some arrangements in running 

town affairs, still ineffective leadership and bad governance is reported in different urban 

centers of the region.   

 

Keywords: Governance; Leadership; Town administration; Accountability; Responsiveness 

 

 

 

1. Introduction 

Managing cities is one of the main challenges of our time. If managed well, cities can 

act as engines of growth and provide inhabitants with better jobs, housing, infrastructure and 

socio-economic development opportunities. Further, cities can contribute to national growth 

through increased revenue generation and economic growth. Conversely, cities that are poorly 

planned, managed and governed can become centres of poverty, inequality and conflict.   

Hence, there is a mounting tendency among local and international bodies to improve 

urban governance.  According to the World Urban Forum (2006), the collaboration among local 

actors for achieving and building viable approach in governing cities is at an important stage of 

development. In this respect the UNDP‘s agendas, such as the United Cities and Local 
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Governments (UCLG), The Urban Governance Initiative (TUGI)  and the UN-Habitat Global 

Campaign on Urban Governance, have been intended to lead the formulation of strategies and 

policies in both developed and developing states. 

Based on those global and national initiatives urban governance can be looked through 

a set of attributes. One of these is the attribute of accountability which is derived from how 

cities manage their resources, communicate on the use of funds and achievements to their 

citizens, and adhere to legal requirements and administrative policies. Embedded in the concept 

of accountability is the question of responsiveness, which includes the ability of an entity to 

determine and respond to the needs of its constituents. In doing so, city officials need to have 

processes of citizen participation, and a system for monitoring and evaluation, as well as 

reporting on results achieved. 

The focus in this paper is on urban governance. No attempt will be made to explore the 

nuances of the other forms of governance. Here ‘urban governance’ refers to the processes of 

urban direction-making and implementation that incorporate the roles and responsibilities of 

the state, the private sector and civil society to ensure effective and efficient service delivery. 

Competent urban governance is characterized by its efficiency and effectiveness, 

equitable service provision, transparent and accountable system and participatory and 

responsive interaction with the public. When it goes in line with this, the existence of efficient 

urban governance would make a city more competitive and attractive to investors, comfortable 

for citizens and facilitate the achievement of development goals. (McCarney, 2003). But 

Ethiopia still lacks these. 

While it is accepted that many city governments fail to deliver services efficiently due 

to resource constraints, this is not the only adequate explanation. There are problems of 

governance as well. The quality of local political and bureaucratic leadership are important 

variables for managing a town. 

Urban governance is considered as a critical yet an often neglected area in as far as 

development efforts in developing countries are concerned. In Ethiopia, the apparent neglect of 

urban governance has led to a situation whereby urbanization, estimated at 5.5 % per annum, 

has outstripped the government’s capacity to provide services and strategically guide urban 

growth 

Since late 1990s, attempts for instituting good governance were put in place but still 

there is more to be desired. Over the last twenty years, good governance has become a major 

area of focus by the Ethiopian government. The liberalization of the economy and the 

corresponding structural adjustments in various economic sectors, the civil service reform 

initiatives and the promotion of the private economic sector are among various attempts that 

have triggered the demand for good governance in the country (Shimels Fitru (2016). 

Similarly, although various initiatives have been pursed in Oromia National Regional 

State to ensure good governance such as citizen charter, leadership capacity development and 

fighting rent seeking attitudes and mitigation programs, still ineffective leadership and bad 

governance reported in different urban centers of the region.  

In view of the above points, Dukem town administration of Oromia region is one of the 

urban centers that faces similar problems of poor governance due to several factors. The 

objective of this study is to assess the concepts and approaches of governance, assess the impact 

of leadership in Dukem town and to identify governance challenges. 
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2. The Meaning of governance 
 

 The notion of governance began to influence policy debates as it became evident that 

the liberalizing market reforms from the 1980s would not accelerate economic growth or 

development. It was then generally presumed that such reforms would reduce, if not end, 

problems of economic inefficiency, corruption and arbitrary rule in developing countries. In 

this context, good governance was advanced as an alternative institutional conception of 

authority that would insulate markets from rent-seeking. 

Loffler (2009:216) states that the World Bank reinvented the term governance in a 

World Bank Report of 1998 to signal a new approach to development that was based on the 

belief that economic prosperity is not possible without a minimum level of rule of law and 

democracy. Since then, the concept of good governance is applied to international 

organizations, national governments and even non-state actors as well.  

But as there are many international institutions promoting governance the content of the concept 

largely depends on the aims for which it is used. Financial institutions tend to focus more on 

economic reforms, whereas for the more political organizations the content of the concept finds 

its angle in human rights law.   

According to (Hufty 2009 quoted in Franklin Obeng-Odoom (2012), now a days 

governance has become a fashionable term, especially when ‘good’ is used to qualify it.  

However, the concept has remained difficult to define, with attempts leading to as many 

definitions as there are many researchers. 

In this paper, governance is understood as the process of steering the state and the 

society towards the realization of the collective goals. As Salomon (2007) stated governance is 

participatory, inclusive and equitable service delivery. Urban governance is the process that 

steer and take into account the various links between stakeholders, local authorities and citizens. 

It involves bottom-up and top-down strategies to favor active participation of communities 

concerned, negotiation among actors, transparent decision-making mechanisms, and innovation 

in strategies of urban management policies. 

The notion of urban governance evolved from the work of the GURI (global Urban 

Research Institutive) starting in the early 1990s. Focusing on the local level, The GURI‟s 

approach was to particularize the concept of governance in an urban context. The GURI 

developed an urban-governance framework including elements mostly considered to be 

relevant to urban centres. 

In broad terms, urban governance can be defined as the process of decision-making and 

implementation by government and other stakeholders in a city context with the goal of 

enhancing urban development. This definition goes beyond urban government to include other 

stakeholders such as community actors and leaders, the private sector and civil society 

organizations (CSOs), in partnership with civic authorities. 

The United Nations Human Settlements Programme defines urban governance as: 

…the sum of many ways individuals and institutions, public and private, plan and manage the 

common affairs of the city. It is a continuing process through which conflicting or diverse 

interests may be accommodated and cooperative action can be taken. It includes formal 

institutions as well as informal arrangements and the social capital of citizens.” (UN HABITAT, 

2002a: 14). 
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2.1 From Urban Management to Urban Governance 
 

One way to explain the concept of governance is to begin by discussing a related 

concept. In the present context, such a concept is urban management.  Management can be 

regarded as the process of taking care of urban areas. However, in 1986 urban management 

attained a distinctive meaning following the launch of the Urban Management Programme 

(UMP) by the World Bank, the United Nations Development Programme (UNDP), and the 

United Nations Human Settlements Programme (UN-HABITAT), supported by 14 bilateral 

donors and foundations (Obeng-Odoom2012).  

Kenneth Davey (1993), the author of Elements of Urban Management, one of the early 

reports on the urban management programme, explains that the programme concerned a 

citywide approach to improve the contribution of cities to economic growth, social 

development, and poverty reduction. A key aim of the programme was to find a way to make 

urban governments efficient, in response to the World Bank’s (1989) diagnosis of the problems 

of developing countries. According to the World Bank (1989, xii), ‘A root cause of weak 

economic performance in the past has been the failure of public institutions.’ To counter the 

problem, the Bank called for continuing and greater managerialism in terms of ‘having good 

order and discipline in the management of a country’s resources’ (World Bank 1992, 5). While 

the World Bank used ‘governance’ vocabulary in some of its publications (e.g. World Bank 

1989, 1992), the usage was mainly confined to promoting public-private partnerships and did 

not favour the idea of civil society and grass-roots involvement in urban management in any 

meaningful way. 

The World Bank’s conception of urban management gained currency in urban studies 

and policymaking. Five other interconnected reasons have been offered for the ascent of the 

view. The first was the loss of faith in the Keynesian welfare state, which suffered severe fiscal 

crisis. The second related to the ascendency of neoliberal governments that propagated a right-

wing ideology of seeking new forms of alliances between the state and other actors, popularly 

called quangos (quasi-autonomous non-governmental organisations). The third reason why the 

World Bank’s conception of urban management became orthodox was the rise in coalitions 

between local states and other non-state partners at local level, through the initiative of the local 

state itself or through the prompting of national and transnational forces (Goodwin 2009, 593). 

Fourth, some scholars (e.g. Haus&Klausen 2011; Nuissl&Heinrichs 2011) have argued that the 

forces of globalisation, including the globalization of the discourse that a big public sector is 

inefficient, partly drove the need for urban managerialism. In addition to the above-mentioned 

reasons, it is widely believed that many urban governments’ performance in terms of providing 

community services was not satisfactory (Newman et al. 2004). From the latter perspective, the 

turn to the World Bank’s model of governance or the UMP should be seen as a desire to be 

modern (Bevir 2011). 

Although the World Bank tried to clarify how urban management differed from earlier 

projects and programme-based urban development concepts, because urban management 

emphasized citywide strategies for urban economic development (Tibaijuka 2009), the concept 

received widespread criticism. Three concerns were common. First, urban management was 

criticized as vague: it was unclear whether urban management meant policymaking, 

implementation, objectives or procedures, planning, or public administration. Second, the 

concept was criticized for being narrow and tending to prioritize efficiency over social issues. 

Third, urban management was seen as nothing new: it was simply old ideas of urban planning 

at best or, at worst, it was not regarded as a concept at all. Several articles on these criticisms 

were published in leading urban studies journals, such as Cities (Clarke 1991; Stren 1993; 
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Mattingly 1994; Werna 1995) and Habitat International (e.g. Batley& Devas 1988; Cohen 

&Leitmann 1994; Jones & Ward 1994; Lee 1994). 

Other critical social scientists argued that as a political project, urban management was 

no different from structural adjustment programmes. Managerialism, it was argued, can be 

construed as a process of regulation in which politics is separated from professionalism. 

Accountability to the public is subordinated to emphasis on efficiency and the use of business 

standards as criteria for ‘success’. As a concept, managerialism has several cultural attributes 

that emphasize pro-business behaviour (Newman 2004, 18) and institutional changes that give 

priority to lean public budgets. The critics contended that managerialism brought about a period 

when contracting out public services became paramount. It changed the face of relationships 

between state and citizens and between private and public actors, as well as the nexus between 

providing services, markets, and politics. Accompanying these changes were the displacement 

of power from one site to another and the emergence of new modes of power in areas where 

they did not already exist (Clark & Newman 1997, ix, xiii). 

Officially, the Urban Management Programme ended in 1996 (Cohen &Leitmann 

1994), and this resulted in a partial loss of interest in the concept. Empirical studies show that 

the conditions of the urban populations of developing countries were worsening as a 

consequence of managerialism (Kjaer 2009). The Structural Adjustment Participatory Review 

International Network (SAPRIN) was particularly outspoken in its criticisms of managerialism. 

Through its global empirical studies, SAPRIN (2002) revealed that managerialism had 

weakened the social, economic, and political circumstances of the majority of urban populations 

in terms of health care, housing, work, food and water, and education, and had worsened 

poverty levels and created new avenues of inequality. 

At the turn of the millennium, the United Nations (UN) started popularizing urban 

governance and launched the Global Campaign for Good Governance in 2001 (Tibaijuka 2009). 

The UN’s concept differs from the World Bank’s idea of governance, popularized in Sub-

Saharan Africa: From Crisis to Sustainable Growth: A Long-Term Perspective Study (World 

Bank 1989) and Governance and Development (World Bank, 1992). Whereas the World Bank 

sought a pro-market state, the UN saw urban governance as inclusionary and gave recognition 

to members of civil society as partners in urban affairs. The UN was trying to create what Innes 

& Booher (2003) have labelled ‘a collaborative dialogue’ in which partnership beyond the 

public and private sectors is encouraged as well as pragmatism in improving the conditions of 

urban dwellers (Goodwin 2009, 593). 

Management implies a unilateral approach to administration and planning, whereas 

governance entails a multilateral, plural, and diverse way of administering cities, drawing on 

stakeholders at local, national, regional, and international levels (Kearns & Paddison 2000). 

According to McGill (1998), to ensure that cities contribute to economic development, the ‘acid 

test of urban management is making sure that the city’s local government is in a fit state, 

organizationally and financially’.  

Why do we talk about ‘urban governance’ these days, much more than we discuss urban 

management? Raymond Williams describes how the word ‘management’ was extended in the 

16th century from its original Italian meaning of ‘to handle and train men’ to ‘a general sense 

of taking control, taking charge, directing’ (Williams, 1983, p. 190). It is this sense of the term 

management that has been lost in the urban context. In their institutionalist review of the 

contemporary urban challenge, Healey et al. state that: 

Urban management cannot be understood these days in terms of ‘top down’ or 

‘command and control’ models of governance (Healey et al., 1995). 
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Urban governance is an effort to coordinate and integrate public as well as private 

actions to tackle the major problems the inhabitants of cities are facing and to make more 

competitive, equitable, and sustainable city. It is a multi-sector and multi actor process 

concerned about the economic base of the city, participation and equality. Something has 

changed and city governments are no longer able, or not as able as they thought they were 

previously, to direct events. 

Urban governance transcends the boundaries of governments, making use of a cluster 

of ideas, ranging from Decentralization to Entrepreneurialism and to Democratization (DED) 

(Blakeley 2005). Proponents of governance believed that the changes required would improve 

urban society, economy, and environment (Kearns & Paddison 2000). 

However, Franklin Obeng-Odoom (2012) states that care should be taken not to claim 

that urban governance is unrelated to urban management. Bevir (2011) has argued that the rise 

of urban management should be framed as the rise of one of the phases of urban governance, 

especially because they shared features such as the increasing privatization of hitherto public 

domains and the fact that both are appendages of a ‘modernist’ view of running cities. 

Nevertheless, the two concepts have several differences, including the direction of 

accountability of actors. Whereas managers are mainly accountable to ‘market performance 

indices’, actors in urban governance are supposed to have greater accountability to the public 

and community (Newman 2004). 

 

 

3. Good Governance in the Ethiopian Context  
 

 Although Ethiopia has a long tradition of various governments, it has given little 

attention to good governance due to the orientation, attitude and work practices of the 

bureaucratic machinery established to carry out centralized and control oriented government. 

After down fall of socialist government in 1991, the political, economic and social changes 

have taken place in Ethiopia since the establishment of the transitional government and later in 

the FDRE constitution. 

The federal constitution provides the protection of different rights such as the right to 

hold opinion, thoughts and free expressions, freedom of assembly, public demonstration and 

the right to petition and right to association. Article 12 of the constitution incorporates 

transparency, accountability and responsiveness in the affairs of government. As provided 

under article 12(1), the conduct of affaires of government shall be transparent. Any public 

officials or an elected representative is accountable for failure in official duties. In the case of 

loss of confidence, the people may recall an elected representative. 

The country also established Ombudsman institution. As provided under article 5 of the 

proclamation issued  to establish the Ombudsman, the objective of the  institution is to bring 

about good governance that is of high quality, efficient, transparent and are based on rule of 

law by way of ensuring that citizens’ rights and benefits provided for by law are respected . For 

example  access to information  to encourage and promote participation, public empowerment 

to foster a culture off transparency, accountability and promote good governance are 

emphasized. 

The government believes that the corner stone of good governance are quality of service, 

quick response mechanisms and above all accountable and transparent mechanism. Good 

governance practices such as participation, rule of law, responsiveness, equity, efficiency, 

consensus oriented; accountability, transparency and effectiveness determine the quality of 
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governance. A government that enshrines these principles in its decision-making and puts 

institutional framework in place to implement builds public confidence in its governance. 

To this effect, the government has also undertaken various reforms to improve the level 

of governance. The government designed new policy documents in 2001 to reform the 

Ethiopian Civil Service in order to improve the effectiveness and efficiency of the civil service 

in civil service giving institutions. The overall aim of the Civil Service Reform Program (CSRP) 

was to alleviate the drawbacks and wrong practices of the previous military regime and to build 

an efficient and effective civil service system. The civil service reform program (CSRP) has 

five components/sub-programs to improve: (1) Top management systems; (2) Governance of 

financial resources and control; (3) Ethics (4) Governance of human resources and control; and 

(5) Public service delivery. 

The Service Delivery Sub-program elaborates problems and drawbacks of the Ethiopian 

Civil Service in the delivery of services, the need for and objectives of the policy as well as 

policy instruments and strategies designed to attain these objectives. 

In order to strengthen service delivery and to realize quality of governance in the urban 

centers, urban good governance package was also designed in Ethiopian Urban Development 

Policy of 2006 (MUWD, 2006). Ensuring good governance practices in urban leadership and 

administration is emphasized. In its five-year Growth and Transformation Plan, 2010/11-

2014/15 urban centers are frequently cited as “growth and development poles” that require 

effective leadership practices to accommodate these functions. Therefore, the issue of 

leadership practices and good governance implementation has become a center of attention to 

promote poverty reduction programs that enhance economic development (MoFED, 2009).  

In Ethiopia, the urban sector encompasses several sub-sectors and constitutes a complex 

development issues. In addition to the provision of services, it includes cross-cutting areas such 

as employment and poverty alleviation, gender and environment. The complexity of the sector 

and the relative weakness of existing institutions points to the need for increased emphasis on 

governance and leadership capacity. 

 

 

4. Leadership and governance 
 

The significance of leadership to governance is paramount. Leaders play an important 

role in governance (DfES, 2006). They provide ‘direction’ for governance by fostering a 

‘shared understanding and clarity around roles. 

Nnablife (2010) states that the survival of a system rests with leadership. All things rise 

and fall on leadership because leadership effectiveness is a steering that drives organization to 

heights of development and productivity by the application of good governance. 

According to Sindane (2011), the two are closely linked, that is, effective leadership 

includes an adaptive response to the non-routine as well as strategic challenges faced by society 

and government institutions whereas good governance has to do with accountability and 

transparency. 

As noted by Soludo (2007), while governance is the traditions and institutions by which 

authority is exercised, leadership is the act of exercising that authority. The nexus of leadership 

and good governance is the reason for the assertion by Othman and Rahman (2014) that 

governance is about effective leadership. According to them, the connection of leadership with 

governance is seen in efficiency, probity, responsibility, transparency and accountability. 

Supporting the nexus of leadership and good governance, Soludo (2007) argues that governance 

and leadership are so intricately related that one circumscribes the other. 
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4.1 What is leadership? 
 

 Hah and Bartol (1983) define political leadership as the mobilization and direction, by 

a person or persons using essentially non-coercive means, of other persons within a society to 

act in patterned and coherent ways that cause (or prevent) change in the authoritative allocation 

of values within that society. 

Effective leadership requires its own essential quality. For instance, competence (both 

professional and leadership) is among the essential qualities of effective leadership. A leader 

without having competence may not be effective and efficient in leading an organization. When 

seen in light of good governance, efficiency and effectiveness in giving services to the public, 

utilization of resources both human and material is among the key principle of good 

governance. If a leader lacks competence about what he has doing he may not be effective and 

efficient in discharging his responsibility, which results in misuse of public resources. 

The other point to be discussed in leadership is accountability that envisages making 

accountable the leader for his action or omission. The same principle is applied in ensuring 

Good Governance. Taking government as one of the actors in governance, 

accountability ensures actions and decisions taken by public officials are subject to oversight 

so as to guarantee that government initiatives meet their stated objectives and respond to the 

needs of the community they are meant to be benefiting, thereby contributing to better 

governance. 

The other important quality of effective leadership is openness. In exercising leadership, 

openness fosters integrity and dedication of the leader to achieve the targeted goal. By 

dedication, it is to mean that the leader spends his time to accomplish the targeted objective 

being a model for others. Through openness, there is free flow of information among leaders 

and followers, including the public at large. Because, the leaders are there to serve the public at 

large. Relating it to Good Governance, the Public has a right to access information and to have 

a say about what the leaders do on behalf of the public at large.  

Participation can be possible if the leader is open. When we say participation, it is by 

both men and women as it is a key cornerstone of good governance. Participation needs to be 

informed and organized. This means freedom of association and expression on the one hand 

and an organized civil society on the other hand. This can be fruitful if and only if the leader is 

ready to be open to share new ideas. Otherwise, if the public is denied the right to access of 

information it results in loss of public trust; and this in turn results in public grievance. 

Moreover, because the leaders are there to serve the common interests of group of 

people, to achieve effectively the objective they set, they have to reach at consensus by allowing 

the participation of those interested group of concerned people. Because, consensus orientation 

is a corner stone for Good Governance by mediating different interests to reach a broad 

consensus on what is in the best interest of the group. 

Openness can be also manifested through transparent working systems and procedures. 

That is to say decisions taken and their enforcement are done in a manner that follows rules and 

regulations. It also means that information is freely available and directly accessible to those 

who will be affected by such decisions and their enforcement. It also means that enough 

information is provided and that it is provided in easily understandable forms and media. The 

same principle is applied in ensuring Good Governance. 

Equity and inclusiveness is one of the important principles in ensuring Good 

Governance. In the absence of a leadership that encourages openness, participation, 

transparency we may not envisage equity and inclusiveness. A society’s wellbeing depends on 

ensuring that all its members feel that they have a stake in it and do not feel excluded from the 
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mainstream of society. This requires all groups, but particularly the most vulnerable, have 

opportunities to improve or maintain their wellbeing. This can be achieved only if the leader 

gives such opportunity; otherwise, the society, particularly, those vulnerable have no chance to 

reflect their interest. 

Generally, effective leadership and Good Governance are two sides of the same coin. 

The two have many elements in common. Without an effective leadership, we may not envisage 

Good Governance in its totality.  

In order to realize quality of governance in the urban centers, urban good governance 

package was formulated in Ethiopian Urban Development Policy of 2006 (MUWD, 2006). 

Furthermore, as the country entered its new millennium, efforts continued in improving the 

efficiency and accountability of the public sector leadership, and ensuring the rule of law has 

been given utmost attention for the greater good. Ensuring good governance practices in urban 

leadership and administration is one of the priorities of the Ethiopian government. In its five-

year Growth and Transformation Plan, 2010/11-2014/15 urban centers are frequently cited as 

“growth and development poles” that require effective leadership practices to accommodate 

these functions. Therefore, the issue of leadership practices and good governance 

implementation has become a center of attention to promote poverty reduction programs that 

enhance economic development (MoFED, 2009). 

 

5. Description of the Study Area 
 

 Dukem town is located at 37km South East of Addis Ababa along the main road to 

Adama. It is among rapidly developing towns of Oromia region state towns. According to the 

2007 census, the total population of the town was 24,024. The population is rapidly growing 

because of its proximity to Addis Ababa and its economic importance because of job 

opportunities created by investment expansions. The town has four administrative units named 

kebeles(the lowest unit of urban administration in Ethiopia). 

The federal constitution provides for a four-tier framework consisting of regions 

(states), zones (cluster of districts), woredas (districts) and kebeles (neighborhoods). Regional 

governments have been reviewing municipal roles and introducing new legislation on the 

functions of municipalities in their jurisdictions. Municipalities have the powers including but 

not limited to the preparation of budget proposals, assessment and collection of municipal 

revenues, preparation and implementation of development plans, construction of internal roads, 

and provision of a range of public services. 

According to the Oromia Region Proclamation No. 65/2003, Article 6 (1), towns and 

cities in Region are categorized into four levels based on their population number. Cities with 

more than 90,000 inhabitants are categorized as first level. Cities and towns with between 

45,000 and 89,000, 10,000 and 44,999 and 2,000 and 9,999 residents are categorized as 2nd, 

3rd and 4th level respectively. Based on this classification, Dukem town falls within the 3rd 

category. 
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Figure 1: the location of study area 

 
Source: Diriba Dadi, Till Stellmacher, et.al. 2015 

 

5.1 The Research Approach  

The study investigates the role of leadership in ensuring good governance and the 

challenges faced the leaders in Dukem town administration.  

A descriptive research design, involving the method of cross-sectional research was 

chosen and used to conduct the study on the leadership and governance of Dukem town, Oromia 

region. The research relies on both qualitative and quantitative types of data. To this effect, the 

primary data sources were collected from various respondents and local administration through 

questionnaires and interviews whereas secondary data were extracted from reports, CSA 

documents and regional government archives. 

Most of the collected data were quantified for simplicity, others such as open ended, and 

interview were qualitatively analyzed. A descriptive analysis method was used in the process 

of transcribing the raw data in to a form that would make them easy to understand the subject. 

 

Population 

The population of this study were team coordinators and representatives of private 

business organizations, and community institutions of the town. In addition, government 

organization cabinet members and civil servants of the town administration were the target 

population for the source of data in this assessment.  

 

Sampling and Sample size  

Both probability and non-probability sampling technique have been employed to collect 

the necessary data. First, non- random sampling technique was employed in the study area. The 
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target population was a total of 145 sample respondents that have been selected from the 

residents and the city administration of which 123 responded to the questions addressed.  

 

Method of Data Analysis 

The responses were organized and framed to suit for the analysis. The quantitative data 

were analyzed using descriptive statistics such as frequencies and percentages. The analysis 

and interpretation of the data is presented using tables, figures, and graphs. Qualitative data 

obtained through semi-structured interview from key informants were transcribed and 

presented.  

 

6. Governance and leadership in Dukem Town   

 

 Even though good governance is a result of complex interactions between different 

bodies, it is mainly based on practices and roles of leadership. Hence, the results of practices 

and processes of leadership in ensuring good governance is analyzed in terms of good 

governance principles such as participation, consensus building, transparency, accountability, 

timeliness, rule of law and effectiveness in achieving predetermined objectives. These 

governance attributes enable practitioners, leaders and residents to better compare 

heterogeneous urban contexts and work together to bring diverse resources, experiences and 

skills to bear on the improvement of life in the cities. 

To promote public participation the leader’s commitment is important that ensures the 

engagement of all stakeholders in planning, implementation, monitoring and evaluation of 

urban development activities. Harnessing the constituent potential and directing to create 

common goals in which everyone believes is important activity in the leadership practices. 

Creating an environment that permits community to fully slot in and participate in the process 

shows high leadership commitment.  

 

Figure 2:    Leadership Commitment to Promote Community Involvement in its Affairs 

 
  Source: field survey 2018 

 

Figure 2 depicts that 76% of respondents agreed that the leadership is poorly 

commitment to initiate community participation in the development processes. 

Evidence suggests that the principal ingredient for success is visionary and strategic 

leadership. The success of participatory governance is dependent on a form of leadership that 

operates on the basis of sharing power and advancing the collective interest of the city.  
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A cursory glance at the management challenges explored before suggests that the future 

of cities will increasingly depend on the quality of strategic leadership and management. 

 

6.1 Factors Affecting Participation in Town’s Affairs  
 

Factors that hinder public participation in planning, decision-making and 

implementations were manifold. In this regard respondents were asked to choose from 

alternatives and reply by ranking the major factors in relation to their effects on participation 

of community.  

 

Figure 3: Factors Affecting Participation in Town’s Affairs 

Source: field survey 2018 

 

Figure 3depicts that 95 % of respondents rated poor relationship between leaders and 

community is major factor that impede community participation in Town affairs. Among 

individuals who participated in the study 85% of them argued that lack of effective guidance 

from the leadership is another factor that setback community participation. Lack of timely 

information in necessary issues was rated as another factor by 83% of respondents.  

 

Figure 4:  The relationship between leadership and community 
Participatory governance and consensus orientation is a corner stone for good governance by mediating 

different interests to reach a broad consensus on what is in the best interest of the group. 

 
Source: field survey 2018 
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As it can be seen from figure 4, 91 % of respondents replied that the community do not 

trust the leadership. Only 9 % of the respondents argued that community and the leadership has 

common understanding and good relationship.  

The same question has been addressed to the interviewees to explain the state of the 

relationship between leadership and community. They forwarded that though the progress and 

improvements have been observed in this regard there is still lack of consensus between the 

leadership and the community. 

As in the interview conducted with key officials the main reason behind the town’s low 

achievement in participation was the way that institutions mostly favored participation to be 

conducted through suggestion boxes put in the compound of most institutions rather than face 

to face discussion with customers or their representatives. 

 

6.1.1 Ensuring Transparent Service Delivery   

 

Transparency mainly focused on the accessibility and the level of information disclosure 

to the public in decision-making and in the provision of goods and services. Hence, in this study 

it has been assessed based on some mechanisms that the leadership practiced to disclose and 

make accessible the necessary information. 

 

Table 1:  Information dissemination mechanisms 

No Items Respondents 

N % 

1 Public Meetings     82 67 

2 Development group discussions   11 9 

3 Public forums     24 20 

4 Media coverage  6 4 

 Total 123 100 

Source: field survey 2018 

 

Disclosing procedures, clear and easily understandable; and informing staff members 

when important decisions are made are some of the indicators of transparency. 

Accessing information, being transparent for the service users and having clear procedures to 

complain and suggest were considered as part of the study. 

The above table shows that the town administration employed different mechanisms to 

disseminate information. Accordingly, 67 % of the respondents pointed out that public meetings 

are the common mechanism that the town administration used to disclose information. Others 

20% of the respondents replied that public forums are another mechanisms that were used to 

disclose information.  

Similarly, the interviewed individuals stated that the common mechanisms that the 

leadership employed to share information, decisions and other messages were public forum and 

meetings that quarterly scheduled. On the other hand, the problem is that few members of the 

community participate in the meetings. Therefore it is challenging to reach all the community 

with timely information.  
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6.1.2 Openness and clarity in service provision 

 

Openness is built upon free flow of information, its availability, direct accessibility and 

clarity in an understandable way for all stakeholders.  

Regarding openness in service provision, two questions were forwarded to assess the 

clarity and openness. These are whether vague responses were given or not for service users 

and how immediate responses and fair decisions are made. 

 

Figure 5: Openness of Leadership in Service Delivery and Decision Making 

  
Source: field survey 2018 

 

Figure 5 shows that the respondents were asked to evaluate the management openness 

to the need of community in service delivery. While 86% of the respondents responded that the 

management and service providers respond vaguely to the questions of the customer and only 

14 % of respondents believed the leadership provides clear responses. This indicates that the 

service provider is not open in service delivery and this shows a symptom of poor service 

delivery.  

The key informants also stated that there is a gap in service delivery of the town 

administrations. The current environment requires that institutions and processes should serve 

all stakeholders within a reasonable timeframe.  

According to the result observed, service users were not able to evaluate the institutions 

management. This is even further checked by the interviews conducted with key officials as 

they said the institutions were not made directly evaluated by their service users. 

 

6.1.3 The Provision of Timely and Quality Services   

 

Timeliness was assessed based on how the leaders are responsive to the demand of the 

citizens periodically based on the duration that the customer would have waited to get service 

from the town administration. 
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Table 2: The duration that the customer waited to get responses 

No 

 

Items Respondents 

  N % 

1 An hour 4 3 

2 A day  5 4 

3 More than two days  21 17 

4 A week  28 23 

5  It extends to months even  years  65 53 

 Total 123 100 

 Source: field survey 2018 

 

Table 2 indicates that 53 % of respondents believed that to get quality services in the 

timeframe. It extended to months and even more years. 23% of the respondents replied that to 

get a service from the town administration it took a week. About 17% of respondents believed 

that it took more than two days. The rest about 4% and 3% of respondents replied it took a day 

and an hour respectively.  From this the service delivery of the town administration took a long 

period of time in real-life situations.  

Effectiveness and efficiency are one of the core elements of good governance frequently 

used as indicators in governance measurement. 

 

Figure 6: Practices of time, human and financial resources utilizations 

 
Source: field survey 2018 

 

The figure indicates 72 % of respondents believed that poor time management is the 

problem observed in the town administration. The rest 28% of the respondents argued that there 

is effective time management. Thus, the utilization of time in implementing programs and 

planed projects is very poor. The time aspect entails the responsiveness and speedy in which 

services are delivered. In this case the customer/service users couldn’t receive a service in its 

time frame.  
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Projects were not completed on their schedule to be ready for services. Most of key 

informants have raised civil servants and leaders did not work full time. Due to this fact, 

community could not get timely services. As a result, community wastes its time by staying 

longer in municipal premises to get services. Therefore, there is poor time utilization to ensure 

effectiveness in Dukem town administration.   

Figure 6 also illustrated that 73% of the respondents agreed that there is ineffective use 

of human resource. Only 27% of them said that the utilization of human resource is effective.  

This implies that educated manpower contributed little to the development the town.  

According to the data obtained from the human resource department/process those hold BA 

degree and above are more than 45% and most of them could not contribute more as expected 

from them. In some sectors, there are idle individuals who simply paid a salary, for the 

improvement of the town development. 

Moreover, 69% of respondents justified that there is misuse of scarce financial 

resources. Those replied efficient use of financial resources were only 31% of the participants. 

This implies that the utilization of scars financial resources is poor. According to the finance 

office, more than 85 % of the town budget goes to salaries which are challenging issue that 

affects effectiveness of the town to providing quality services.  

The interviewed participants also argued that the effective utilization of resources (time, 

human and financial) resources had its problems. Especially most of them explained that time 

management is the key problem that every employee perform under expectation. 

Effectiveness is central to addressing societal needs and aspirations. It is argued that 

government institutions can only deliver inclusive services if they are effective in their 

approach. The resources appropriated to public institutions should be utilized to maximum in 

order to ensure that citizens benefit from government-led services. 

On the other hand, the concept efficiency denotes that public officials use the cost 

effective manner to attain the intended outcome. In this regard, alternatives means should be 

pursued to ensure that maximum results are attained from available public resources. 

 

6.2 Major Challenges of urban governance in Dukem Town 
 

Despite a fairly well growing institutional and legal framework for good governance, 

challenges are bound to happen. The study sought to determine some of the challenges facing 

Dukem in implementing good governance practices. Whereas the staff respondents applauded 

the government for entrenching good governance practices such as participation, 

accountability, transparency, responsiveness to the needs of the people and rule of law, the 

biggest challenge that the town faces is leadership weaknesses in the implementation of good 

governance package. 

The public sector in Ethiopia has been characterized by weak structures, inefficient 

services provision, corruptions, poor capacity and the routine neglect of the due process of law 

in matters of public issue. The specific problems facing the Dukem town administration are 

discussed below. 

 

6.2.1 Lack of Competence and Commitment 

 

It is clear that strategic leaders have awareness, understanding and skill in their endeavor 

to ensure good governance. The interviewed agreed that most of the leaders did not possess the 

same qualities such as determination, openness, and transparency. 
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The interviewed respondents stated that an underlying characteristic of a leader that 

results in effective or better performance in a job in this regard was unsatisfactory. Most of key 

informants argued that poor commitment is noticeable in implementing good governance in the 

town administrations.  

 

6.2.2 Manifestation of rent seeking attitudes  

 

According to the discussion held with key informants corruption incidences in the town 

had been widely perceived as a major obstacle in improving the quality of governance. Lack of 

transparency and secrecy that have been associated with the administrative practices of former 

leaders still practiced in terms of favoritism, nepotism. The weakness of accountability 

mechanisms is another impediment to improve service provisions in the town. Complex and 

unclear work procedures make it difficult for a citizen to get timely and quality services. The 

practice of maladministration has created frequent transfer of leaders and key civil servants that 

contributed to failure in delivery of services. 

 

6.2.3 Mismatch of existing resources and demand  

 

Because of expansion of investments and industries in the town and growing urban 

program.   There is high demand for additional infrastructure services such as (housing, pure 

water, feeder roads. electrification, etc.). This clearly shows that being responsive for public 

needs is a question of additional resources beyond planned budgets.  Handling the business of 

economic development at municipal level requires mobilizing the necessary resources which 

further require institutional capability in doing so. Urban governments are expected to monitor 

urban development and facilitate the mobilization, distribution and allocation of resources. 

 

 

7. Conclusion  
 

Urban administration plays an important role in ensuring good governance which in turn 

creates stable environment to enhance social, economic and political development. Without 

strong and committed leadership better quality of life is unthinkable. Meanwhile leaders face 

different challenges in ensuring good governance in practice.  

The concept of good leadership is closely linked to that of vision, values and ethics. Where 

there is good leadership it is much easier to bring about good urban governance. A good leader 

will have principles of honesty and integrity and will also have vision. He or she will have 

respect for the citizens, know how to work with them and be able to foster innovation and new 

directions. 

Against this backdrop, the commitment of leadership to implement urban development 

programs in the town was not satisfactory. This poor commitment practice of leadership can be 

expressed in terms of lack of sustainable tools of community participation, poor relationship 

between leaders and community and low involvement of CSOs, NGOs and private investors in 

different decision making of the town.  

Despite the government’s desire for good governance and institutional framework to 

practice good governance, the town still faces many challenges that undermine its realization 

of governance objectives. Corruption, low public participation, inadequate funds and low 

capacity hinder the full realization of good governance. 
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The finding indicates that Poor relationship exists between leaders and community, 

maladministration and rent-seeking behaviors manifested in leadership practice resulted in poor 

consensus and trust on decisions made. 

The mechanisms to disclose necessary information to the public and seeking feedbacks, 

comments and opinion from the public at large is poor. The leadership couldn’t fully establish 

a system in which government activities could be transparent. Information on rules, regulations 

and procedures were not timely and clearly released to the beneficiaries. Lack of transparent 

system and poor information disclosure produces rooms for rent seekers in service delivery. 

Lack of transparency and manifestation of secrecy that have been associated with the leadership 

practice from the past times has also led to focus on conflict of interest, nepotism and favoritism.     

The weakness of accountability mechanisms is also an impediment in improving services across 

the institutions. The transfer of corrupted from place to place has contributed to distrust of the 

community on the leadership at all levels.   

Firstly, there is no clear and effective mechanisms that strengthen anti-corruption 

struggle endeavor and the existence of patronage network between corruption dowers. 

Secondly, if service seekers or citizens expose wrong dowers in turn they revenge in the process 

of service provision. Thirdly, as a result of poor relationship, lack of trust on leadership and 

leadership little attention to wrong dowers to take correction measures. As it is common only 

political measure has been taken for a time being in which transfer of leaders from position to 

position took place.  

There are many factors that contributed to underachievement in the utilization of time, 

human and financial resources. The human resource that assumed an engine of development 

implemented poorly because of inappropriate assignment.  Most of the employees were not 

motivated to perform their duties as prescribed in working manuals.  

Leaders are promoted to higher positions without being sufficiently prepared for the 

leadership role and without sufficient understanding of the significance of good governance 

principles in their effort of leadership practices. In addition, lack of competence, inefficient and 

ineffective monitoring and evaluation system were major factors that contributed to 

ineffectiveness of leadership practices of the town administration. Thus, this poor achievement 

is come with poor coordination with stakeholders’, manifestation of rent seeking attitudes; lack 

of leadership  

The situation suggests that the officials of the town need to change the way they conduct 

government business. As indicated earlier the regional and federal governments have put in 

place good governance structures and principles, what is lacking is the application of good 

practices and effective implementation of policies by public officials. 

Experience has shown that structural solutions alone cannot solve problems of urban 

centres. Urban governance is a process which requires political leadership which has authority, 

vision, and a commitment to challenges facing the town. In this context, the re-orientation, 

education and training among city leaders is important. 
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Abstract 
 

The Vietnam economy and hardware industry have gained lots of achievements after 

the financial crisis 2007-2011, until it reached a low inflation rate of 0.6% in 2015. Software 

companies face challenges in expanding Vietnam market such as pricing policy and supporting 

services, etc. This paper measures the volatility of market risk in Viet Nam hardware industry 

after this period (2015-2017). The main reason is the vital role of the software company group 

in Vietnam in the economic development and growth in recent years always go with risk 

potential and risk control policies.  

This research paper aims to figure out how much increase or decrease in the market risk 

of Vietnam hardware firms during the post-low inflation period 2015-2017. 

First, by using quantitative combined with comparative data analysis method, we find out the 

risk level measured by equity beta mean in the hardware industry is acceptable, i.e it is little 

lower than (<) 1. 

Then, one of its major findings is the comparison between risk level of hardware 

industry during the financial crisis 2007-2009 compared to those in the post-low inflation time 

2015-2017. In fact, the research findings show us market risk fluctuation, measured by asset 

and equity beta var, during the post-low inflation time has increased considerably.  

Finally, this paper provides some ideas that could provide companies and government 

more evidence in establishing their policies in governance. This is the complex task but the 

research results shows us warning that the market risk volatility might be higher during the 

post-low inflation period 2015-2017. And our conclusion part will recommend some policies 

and plans to deal with it. Finding new potential markets and credit and financing policies are 

among directions for hardware companies. 

 

Keywords: Risk management, Asset beta, Financial crisis, Hardware industry, Policy 

 

 

 

1. Introduction 
 

Throughout many recent years, Viet Nam hardware market is evaluated as one of active 

markets, which has certain positive effect for the economy. The development of hardware 

industry goes parallel with financial market and economic growth. Quality of software is trying 

to achieve both effectiveness, durability and easy to use. 

Generally speaking, central banks aim to maintain inflation around 2% to 3%. Increases 

in inflation significantly beyond this range can lead to possible hyperinflation, a devastating 
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scenario in which inflation rises rapidly out of control. Looking at exhibit 1, we can see the 

Vietnam economy has controlled inflation well. High inflation might lead to higher lending rate 

and harm the hardware industry because of rising material price. 

This study will calculate and figure out whether the market risk level during the post-

low inflation time (2015-17) has increased or decreased, in hardware industry, compared to 

those statistics in the financial crisis time (2007-2009). 

The paper is organized as follows: after the introduction it is the research issues, 

literature review, conceptual theories and methodology. Next, section 3 will cover main 

research findings/results. Section 4 gives us some discussion and conclusion and policy 

suggestion will be in the section 5.  

 

 

2. Research issues 
 

 The scope of this study are: 

 

Issue 1: Whether the risk level of hardware firms under the different changing scenarios in post-

low inflation period 2015-2017 increase or decrease so much, compared to in financial crisis 

2007-2009? 

 

Issue 2: Because Viet Nam is an emerging and immature financial market and the stock market 

still in the starting stage, whether the dispersed distribution of beta values become large in the 

different changing periods in the hardware industry. 

This paper also tests three (3) below hypotheses:  

 

Hypothesis 1: Comparing two (2) periods, during the financial crisis impact, the beta or risk 

level of listed companies in hardware industry will relatively higher than those in the post-low 

inflation environment. 

 

Hypothesis 2: Because Viet Nam is an emerging and immature financial market and the stock 

market still in the recovering stage, there will be a large disperse distribution in beta values 

estimated in the hardware industry. 

 

Hypothesis 3: With the above reasons, the mean of equity and asset beta values of these listed 

hardware firms tend to impose a high risk level, i.e., beta should higher than (>) 1. This 

hypothesis is based on the context of emerging markets including Viet Nam where there lacks 

of sufficient information and data disclosure although it might have high growth rate.  

 

 

3. Literature review 
 

Fama, Eugene F., and French, Kenneth R., (2004) also indicated in the three factor 

model that “value” and “size” are significant components which can affect stock returns.  They 

also mentioned that a stock’s return not only depends on a market beta, but also on market 

capitalization beta. The market beta is used in the three factor model, developed by Fama and 

French, which is the successor to the CAPM model by Sharpe, Treynor and Lintner.  

Dimitrov (2006) documented a significantly negative association between changes in 

financial leverage and contemporaneous risk-adjusted stock returns.  
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Umar (2011) found that firms which maintain good governance structures have leverage 

ratios that are higher (forty-seven percent) than those of firms with poor governance 

mechanisms per unit of profit. Chen et all (2013) supported regulators' suspicions that over-

reliance on short-term funding and insufficient collateral compounded the effects of 

dangerously high leverage and resulted in undercapitalization and excessive risk exposure for 

Lehman Brothers. The model reinforces the importance of the relationship between capital 

structure and risk management. And Gunaratha (2013) revealed that in different industries in 

Sri Lanka, the degree of financial leverage has a significant positive correlation with financial 

risk. 

During the financial crisis 2007-2009 in Viet Nam and global financial markets, high 

inflation causing high lending rates have created risks for many industries such as real estate 

and the whole economy. Mohamad et al (2014) showed that financial risk is vital through using 

both return on asset and return on equity in the performance equation. This result also implied 

that we cannot avoid the inverse relation of financial risk and performance; therefore, bank 

system would be better to make a trade-off between risk and performance.  

Wang et al (2014) presented results showing that firms with long-term institutional 

investors receive significantly positive abnormal returns around the offering announcement.  

Then, Gunarathna (2016) revealed that whereas firm size negatively impacts on the 

financial risk, financial leverage and financial risk has positive relationship.  

Hami (2017) showed that financial depth has been affected negatively by inflation in 

Iran during the observation period.   

Park et al (2019) found that sentiment caused by investors’ inattentiveness mainly drives 

the underlying potent relationship between investor sentiment and aggregate stock returns. The 

results accord with the notion that investor attention generally improves market efficiency. 

 

4. Conceptual theories 
 

Positive sides of low inflation: Low (not negative) inflation reduces the potential of 

economic recession by enabling the labor market to adjust more quickly in a downturn, and 

reduces the risk that a liquidity trap prevents monetary policy from stabilizing the economy. 

This is explaining why many economists nowadays prefer a low and stable rate of inflation. It 

will help investment, encourage exports and prevent boom economy.  

Negative side of low inflation: it leads to low aggregate demand and economic growth, 

recession potential and high unemployment. Production becomes less vibrant. Low inflation 

makes real wages higher. Workers can thus reduce the supply of labor and increase rest time. 

On the other hand, low product prices reduce production motivation. 

The central bank can use monetary policies, for instance, increasing interest rates to 

reduce lending, control money supply or the Ministry of finance and the government can use 

tight fiscal policy (high tax) to achieve low inflation.  

Financial and credit risk in the bank system can increase when the financial market 

becomes more active and bigger, esp. with more international linkage influence. This affects to 

risk increasing in software sector. Hence, central banks, commercial banks, hardware and 

software firms and the government need to organize data to analyze and control these risks, 

including market risk. 
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5. Methodology 
 

We use the data from the stock exchange market in Viet Nam (HOSE and HNX) during 

the financial crisis 2007-2009 period and the post – low inflation time 2015-2017 to estimate 

systemic risk results. We perform both fundamental data analysis and financial techniques to 

calculate equity and asset beta values.   

In this study, analytical research method and specially, comparative analysis method is 

used, combined with quantitative data analysis. Analytical data is from the situation of listed 

hardware firms in VN stock exchange.  

Specifically, stock price data is from live data on HOSE stock exchange during 3 years 

2015-2017, which presents the low inflation environment. Then, we use both analytical and 

summary method to generate analytical results from data calculated. 

Finally, we use the results to suggest policy for both these enterprises, relevant 

organizations and government. 

 

6. Main results 
 
6.1 General data analysis 
 

We get some analytical results from the research sample with 10 listed firms in the 

hardware market with the live date from the stock exchange. 

 

6.2 Empirical research findings and discussion 
 

 In the below section, data used are from total 10 listed hardware companies on VN stock 

exchange (HOSE and HNX mainly). Different scenarios are created by comparing the 

calculation risk data between 2 periods: the post – low inflation period 2015-2017 and the 

financial crisis 2007-2009. 

Market risk (beta) under the impact of tax rate, includes: 1) equity beta; and 2) asset 

beta. We model our data analysis as in the below figure. 

 

Figure 1: Analyzing market risk under two (2) scenarios: post – low inflation period 2015-

2017 compared to the financial crisis 2007-2009 
 Risk level (equity 

beta) 
Risk level (asset 

beta) 
Other measures Gap 

Post – low 
inflation period 

Scenario … Scenario … Scenario … Analysis 
Financial crisis 

time 

Source: Author 
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Table 1 – The Volatility of Market Risk (beta) of Hardware Industry in the post- low 

inflation period 2015-2017 

  2015-2017 (post - low inflation)   

Order No. Company stock code Equity beta  Asset beta (assume debt beta = 0) 

Financial 

leverage Note 

1 CMT  0.328 0.143 56.4% 

assume debt 

beta = 0; 

debt ratio as 

in F.S 2015; 

FL 

calculated as 

total 

debt/total 

capital 

2 SVT  -2.230 -1.789 19.8% 

3 VIE  0.895 0.446 50.1% 

4 HPT  0.485 0.116 76.1% 

5 NIS    

6 TST  0.667 0.342 48.8% 

7 ST8  0.454 0.384 15.4% 

8 TAG    

9 POT  0.040 0.009 77.9% 

10 CKV  -0.283 -0.116 59.0% 

Source: Author 

 

Table 2 – The Statistics of Volatility of Market Risk (beta) of Hardware Industry in the 

post- low inflation period 2015-2017 

 2015-2017 (post - low inflation) 

Statistic results Equity beta Asset beta (assume debt beta = 0) 

MAX 0.895 0.446 

MIN -2.230 -1.789 

MEAN 0.045 -0.058 

VAR 0.9764 0.5265 

Note: Sample size : 10 

Source: Author 

Table 3 – The Comparison of Volatility of Market Risk (beta) of Hardware Industry in 

the post- low inflation period 2015-2017 and the financial crisis 2007-2009 

  2007-2009 (financial crisis) 2015-2017 (post - low inflation)  
Order 

No. 

Company stock 

code 

Equity 

beta  

Asset beta (assume 

debt beta = 0) 

Equity 

beta  

Asset beta (assume debt 

beta = 0) Note 

1 CMT  0.442 0.216 0.328 0.143 

assume debt 

beta = 0; debt 

ratio as in F.S 

2015 and 

2008 

2 SVT  0.74 0.56 -2.230 -1.789 

3 VIE  0.241 0.046 0.895 0.446 

4 HPT  0.098 0.026 0.485 0.116 

5 NIS 0.289 0.137 0.000 0.000 

6 TST  0.303 0.097 0.667 0.342 

7 ST8  0.875 0.67 0.454 0.384 

8 TAG 0.561 0.365 0.000 0.000 

9 POT  0.927 0.472 0.040 0.009 

10 CKV  0.105 0.038 -0.283 -0.116 

Source: Author 

http://hsc.com.vn/hscportal/corporate/view.do?id=834
http://hsc.com.vn/hscportal/corporate/view.do?id=1194
http://hsc.com.vn/hscportal/corporate/view.do?id=1100
http://hsc.com.vn/hscportal/corporate/view.do?id=915
http://hsc.com.vn/hscportal/corporate/view.do?id=499
http://hsc.com.vn/hscportal/corporate/view.do?id=380
http://hsc.com.vn/hscportal/corporate/view.do?id=495
http://hsc.com.vn/hscportal/corporate/view.do?id=836
http://hsc.com.vn/hscportal/corporate/view.do?id=834
http://hsc.com.vn/hscportal/corporate/view.do?id=1194
http://hsc.com.vn/hscportal/corporate/view.do?id=1100
http://hsc.com.vn/hscportal/corporate/view.do?id=915
http://hsc.com.vn/hscportal/corporate/view.do?id=499
http://hsc.com.vn/hscportal/corporate/view.do?id=380
http://hsc.com.vn/hscportal/corporate/view.do?id=495
http://hsc.com.vn/hscportal/corporate/view.do?id=836


 

73 

 

Table 4 – The Difference between Volatility of Market Risk (beta) of Hardware Industry 

in the post- low inflation period 2015-2017 and the financial crisis 2007-2009 

  GAP (+/-) 2015-17 compared to 2007-09  

Order No. Company stock code Equity beta  Asset beta (assume debt beta = 0) Note 

1 CMT  -0.114 -0.073 

values 

(2015-17) 

minus (-) 

2007-09 

2 SVT  -2.970 -2.349 

3 VIE  0.654 0.400 

4 HPT  0.387 0.090 

5 NIS -0.289 -0.137 

6 TST  0.364 0.245 

7 ST8  -0.421 -0.286 

8 TAG -0.561 -0.365 

9 POT  -0.887 -0.463 

10 CKV  -0.388 -0.154 

Source: Author 

 

 

Table 5 – Statistics of Volatility of Market Risk (beta) of Hardware Industry in the post- 

low inflation period 2015-2017 compared to those in the financial crisis 2007-2009 

 2007-2009 (crisis) 2015-2017 (post - low inflation) 

GAP (+/-) 2015-17 compared to 

2007-09 

Statistic 

results Equity beta  

Asset beta (assume 

debt beta = 0) 

Equity 

beta  

Asset beta (assume 

debt beta = 0) 

Equity 

beta  

Asset beta (assume debt 

beta = 0) 

MAX 0.927 0.670 0.895 0.446 -0.032 -0.224 

MIN 0.098 0.026 -2.230 -1.789 -2.328 -1.815 

MEAN 0.458 0.263 0.045 -0.058 -0.413 -0.321 

VAR 0.0931 0.0564 0.976 0.526 0.883 0.470 

Note: Sample size : 10 

Source: Author 

 

Based on the above calculation result table, we analyze data as follows: 

Firstly, we see in the table 1 that more software firms (6 over 10 firms) have equity beta 

values lower (<) than 1, which means risk level acceptable. There are 2 firms with negative 

equity beta (< 0).  

And table 2 provides evidence for us to see that equity beta mean of the sample is 0.045, 

just little lower than (<) 1. It is acceptable.  

Then, looking at the table 3, we recognize that there are 2 firms with equity beta values 

< 0 in the post-low inflation period 2015-17 and no firm with negative equity beta values in the 

financial crisis 2007-2009. 

Next, table 5 shows that equity beta var in the post- low inflation period are higher (>) 

than those in the financial crisis 2007-2009.  Whereas it tells us asset and equity beta mean are 

smaller (<) than those in the financial crisis 2007-2009. 

In addition to, looking at the below chart 1, we can find out: 

More clearly, Value of equity beta var and aset beta var in the post-low inflation 2015-

2017 are much higher (>) than those in the crisis 2007-2009 while equity beta mean and asset 

beta mean are smaller (<) than those in the financial crisis 2007-2009. It means that the level of 

http://hsc.com.vn/hscportal/corporate/view.do?id=834
http://hsc.com.vn/hscportal/corporate/view.do?id=1194
http://hsc.com.vn/hscportal/corporate/view.do?id=1100
http://hsc.com.vn/hscportal/corporate/view.do?id=915
http://hsc.com.vn/hscportal/corporate/view.do?id=499
http://hsc.com.vn/hscportal/corporate/view.do?id=380
http://hsc.com.vn/hscportal/corporate/view.do?id=495
http://hsc.com.vn/hscportal/corporate/view.do?id=836
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risk in the post – low inflation period 2015-17 is lower in general and in average, although the 

fluctuation in risk level measured by asset and equity beta var is much higher during the post-

low inflation time. 

 

Figure 2 – Statistics of Market risk (beta) in VN Hardware industry in the post – 

low inflation period 2015-2017 compared to the financial crisis 2007-2009 

 
Source: Author 

 

 

7. Discussion for further researches, conclusion and policy suggestion 
 

We can continue to analyze risk factors behind the risk scene (risk fluctuation 

increasing, shown by equity beta var as above analysis) in order to recommend suitable policies 

and plans to control market risk better. 

 In general, hardware company group in Vietnam has been contributing significantly to 

the economic development and GDP growth rate of more than 6-7% in recent years.  The above 

analysis shows us that despite of market risk decreasing, risk volatility (aset and equity beta 

var) is increasing significantly during the post-low inflation period. Hardware firms in Vietnam 

need to continue enhancing their corporate governance system, structure and mechanisms, as 

well as their competitive advantage to control risk better. Also, they need to reduce risk of 

quality of hardware and reputation risk of hardware companies. Hardware companies need to 

identify demand from 4.0 technology era to enhance quality of laborers for a higher level of 

automation and offer better products forbsiness management. 

This research paper provides evidence that the market risk potential might be lower in 

2015-2017 post-low inflation period (looking again chart 1 – equity beta mean values), while 

the Exhibit 3 also suggests that the credit growth rate increased in 2016 and slightly decrease 

in later years (2017-2018). It means that the local economy is trying to control credit growth 

reasonably, however we need to analyze risk factors more carefully to reduce more market risk.  

Looking at the above chart 1, the result rejects the hypothesis 3 mentioning that the mean of 

equity and asset beta values of these listed hardware firms tend to impose a little high risk level, 
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i.e., beta should higher than (>) 1. Because the equity beta mean is lower in the post-low (L) 

inflation period, it supports the hypothesis 1 saying that comparing two (2) periods, during the 

financial crisis impact, the beta or risk level of listed companies in hardware industry will 

relatively higher than those in the post-low inflation environment. Additionally, the above result 

supports the hypothesis 2 stating that because Viet Nam is an emerging and immature financial 

market and the stock market still in the recovering stage, there will be a large disperse 

distribution in beta values estimated in the hardware industry. 

Last but not least, as it generates the warning that the risk fluctuation might be much 

higher in the post-low inflation period, the government and relevant bodies such as Ministry of 

Finance and State Bank of Vietnam need to consider proper policies (including a combination 

of fiscal, monetary, exchange rate and price control policies) aiming to reduce the risk volatility 

and hence, help the hardware company group as well as the whole economy become more stable 

in next development stage. The Ministry of Finance continue to increase the effectiveness of 

fiscal policies and tax policies which are needed to combine with other macro policies at the 

same time.  The State Bank of Viet Nam continues to increase the effectiveness of capital 

providing channels for hardware companies as we could note that in this study, debt leverage 

has impacts on reducing risk level. 

Finally, this study opens some new directions for further researches in risk control 

policies in hardware company system as well as in the whole economy. Hardware companies 

need to do a better pricing strategy and provide extra services to help Vietnam enterprises to 

build standardized processes. 
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Abstract 
 

The national strategic documents of the State of the Czech Republic are documents determining 

regional development. Their methodology and structure are not strictly given by regulation. On 

this reason, strategic objectives should be based to support decision-making. The paper aims to 

identify the content structure of the national documents of the Czech Republic and compare the 

used decision-making approaches. For data processing the content analysis was used, which 

also applied encoding. As the main contextual unit represents the national strategic document 

of the Czech Republic. National strategic documents of the Czech Republic represent the 

highest strategic documents describing their significance and importance. There is a similarly 

set outline in the documents that describes each section of its content. The Czech Republic's 

national strategy implementing multicriterial decision-making has demonstrated the greatest 

application of decision-making techniques. Other national documents rather present strategic 

objectives and emphasize the importance of strategic decision making, but without a more 

detailed description of the techniques in the objectives described. 

 

Keywords: strategic framework; strategic document; national development; the Czech 

Republic 

 

 

1. Introduction 
 

Strategic planning is an important and lengthy process. This is an important tool for achieving 

objectives and effective management (GaREP 2012) Strategic planning is a systematic way to 

organize change and create a broad consensus and common vision across society for a better 

(socio) economic future. This is a process of deliberate, forward-looking and long-term 

channelling of an activity or area. The strategic plan, which consists of the analytical, synthetic 

and design parts, is a major output of strategic planning (CPKR 2019). 

The basic tools used for strategic planning and management include strategic papers. 

The Strategic Paper is a medium to a long-term comprehensive set of measures aimed at 

achieving the objectives in a defined specific area (MMR ČR 2018b). Strategic papers are 

divided into a so-called hierarchization. These are overarching strategic documents, strategic 

documents and strategic implementation documents.  

Hak, Kovanda & Weinzettel (2012) deals with the issue of strategy development and 

indicators in the Czech Republic strategic documents. They also sought to develop an 

appropriate methodology and method of relevance indicators for evaluating the Czech 

Republic's sustainable development strategy. Babjaková and Petříček (2013) and Jurčík (2016) 

works with conceptual documents being produced at regional level to increase the region's 

innovation potential in order to achieve a higher level of innovation and improve the 

prerequisites for further economic development of the region with financial instruments 
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designed to support innovation in the region. Kveton et al. (2014) focus on Local Agenda 21 

(LA21), which is a voluntary tool for implementing sustainable development at local level. 

Authors used a comparative analysis of indices of selected 3-4 indicators for each pillar and for 

each selected municipality. Results from the analysis showed different trends in development, 

particularly in environmental (e.g. waste sorting).  

 

This article aims to find similarities or links between the Czech Republic's national 

strategical documents and other strategic papers. 

 

 

 

2. Data and methodology 
 

In above mentioned terms, following strategic documents focusing on national strategic issues 

have been selected for the Czech Republic: 

 Transport policy of the Czech Republic for the period 2014-2020 with a view to 2050, 

 Innovation Strategy of the Czech Republic 2019-2030, 

 Strategic framework Czech Republic 2030, 

 Strategy for Regional Development of the Czech Republic 2021+. 

 

For selected strategic documents their content is determined by the content analysis. On 

the basis of selection of the coding units, it was used for sorting large amounts of information. 

The national strategic document was elected as the basic context unit. In relevant documents, 

first appears introduction, which outlines the importance and the context of the strategic and 

development framework. At the same time it also puts emphasis on why this strategy is so 

important. The next section discusses selection of targets and the appropriate methodology to 

achieve them. The goals here are the fundamental intention. Their starting points are: 

sustainable development, protection of the environment and natural resources, transport, the 

redistribution of financial resources.  

 

 

2.1 Transport policy of the Czech Republic for the period 2014-2020 with a view 
to 2050 

 

This is the supreme strategic document of the Czech Government, for the sector of transport 

and the ministry of transport. This document solves the main problems of the sector and 

proposes measures. Specifies the indicative dates for the implementation of the individual 

measures, sectors responsibilities and ways of financing (Transport policy of the Czech 

Republic for the period 2014-2020 with a view to 2050; pp. 5).  

Engaged in the achievement of its objectives, e.g. to improve the quality of road 

transport, on the harmonisation of the conditions on the transport market or for the 

modernization, development and the revival of rail and water transport. The starting points for 

the transport policy, which affect each other are: 

 The European level  

 National level  
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The European level includes:  

 Common European framework of reference  

 Cohesion policy  

 European documents and drafts addressing the issue of energy in transport 

 

The National level is enhanced by:  

 Territorial development policy of the Czech Republic  

 Strategic framework for sustainable development  

 Resource policy  

 The international competitiveness strategy  

 The state energy concept  

 Regional development strategy for the period 2014-2020   

 The state environmental policy (Transport policy of the Czech Republic for the 

period 2014-2020 with a view to 2050; pp. 8-9). 

           

The main objective of transport policy is primarily to create the conditions for the 

development of a high-quality transport system that will characterise technical-economic-

technological characteristics. 

The Czech Republic transport policy for the period 2014-2020, with a view to 2050 (the 

Transport Policy), is, like the Transport Policy for the years 2005-2013, built on the so-called 

transport political cycle. This is therefore an unending process, which describes the following 

scheme: 

The 2014-2020 transport policy therefore follows immediately on from the 2005-2013 

Transport Policy and is based on an analysis of its implementation to date. In addition, other 

national and European level strategic documents adopted are also affecting the process 

(Transport policy of the Czech Republic for the period 2014-2020 with a view to 2050; pp. 5). 

In the centre of the attention of transport policy is itself the end user, whether customer-

specific transport, or the whole society at the state level or the region. The main position here 

plays the role of users. 

This foundation contains a section entitled "Other long-term vision". Sets goals and 

measures for the period up to 2020, and however, the vision in the time horizon up to 2050, 

which deals example with these steps: 

Promote reducing the use of cars running on diesel fuels in urban transport by 2030, up 

to half, gradually put out of operation in cities by the year 2040. 

Connect the Czech Republic to the European network of high speed railway lines; by 2050 at 

the latest (Transport policy of the Czech Republic for the period 2014-2020 with a view to 

2050; pp. 65-66). 
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2.2 Innovation strategy of the Czech Republic 2019-2030 

 

This strategy is approved by the Resolution of the Government of the Czech Republic of 4 

March 2005. They shall be re-published on 15 February 2019. This strategic framework plan 

predetermines government policy on innovation, development and research. Over the past 12 

years, it is intended to help the Czech Republic among Europe's most innovative countries.  

It consists of 9 interconnected pillars containing basic strategic objectives and their 

instruments, as well as a basic starting point. 

Outlines areas of: 

 Innovation and research centres  

 Polytechnic education 

 Financing and evaluation of Research and development 

 National start-up and spin-off 

 Digitalization 

 Smart investments and smart marketing 

 Protection of intellectual property 

 Mobility and construction environment 

 Each of the areas listed above focuses on different objectives and instruments.  

For example, the "Innovation and Research Centres" area aims to achieve the integration 

of Czech companies into industry clusters with the participation of research institutions, or 

specifically support proposed solutions with the potential for commercialisation as part of 

public aid through the protection of intellectual property. Last but not least, to develop a 

complementary programme for the financing of capacities for science, research and innovation 

from institutional support for the long-term conceptual development of research organisations 

and the so-called "research development" major research infrastructures on the one hand. On 

the other hand, the instrument to promote a long-term strategic cooperation between the public 

research sector and the industrial sphere in the form of a so-called "strategic cooperation". 

National Competence Centers. The instruments of this area include, for example, the 

involvement of key European programmes for the development of excellent research centres, 

the involvement of European operational programmes 2020+ for the building of research 

clusters, but also the National Initiative to reduce the bureaucraticisation of science, effective 

adjustments to the interpretation of public support issues, register contracts and selection 

procedures. They are found in this strategy so-called. "Simple and composite innovation 

indicators." Simple innovation indicators determine our innovation performance, expressing the 

ratio of total R&D expenditure (GERD) and gross domestic product (GDP). 

The advantages of the simple indicators, which rely primarily on financial data, include 

their easy calculation and interpretation, and the disadvantages include, above all, limited 

testifying ability in finding the true cause of the innovative performance achieved. Composite 

innovation indicators most often use 3 indicators − Summary Innovation Index (SII), Global 

Innovation Index (GII) and Innovation Output Indicator (IOI). The use of all three indicators 

gives relatively comprehensive information about the situation in the Czech Republic. 

Composite indicators are also made up of a few dozen sub-indicators, so they better characterise 

the phenomenon described and are more beneficial for finding the real causes of innovative 

performance. Their downside is a more complex interpretation of the impact of individual 
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factors on overall innovation performance. It follows, therefore, that both types of indicators 

need to be used for a comprehensive and objective analysis of innovation performance. The 

Summary Innovation Index (or Summary Innovation Index; SII) comprises four areas of 

indicators - Framework Conditions, Investments, Innovation Activities, Impacts. These areas 

contain 10 sub-innovation groups and consist of 27 indicators with different weights. The 

Global Innovation Index (Global Innovation Index; GII) uses the UN to compare the situation 

in a number of member countries, to describe the overall context of their (innovation) 

development, with the indicator focused on the impact of innovation-oriented policies on 

economic growth and development. The GII consists of innovative inputs and innovative 

outputs. Institutions, human capital and research, infrastructure, market sophistication and 

business sophistication are evaluated as a part of innovative inputs. 

Innovation Output Indicator (IOI), a so-called indicator of innovative results, speaks to 

the degree of ability of ideas from innovative industries to achieve market use and thus 

contribute to more skilled jobs and increase the competitiveness of the economy analysed. The 

IOI was introduced by the European Commission in 2013. This is a composite indicator that 

consists of four essential parts. The first sub-indicator of IOI (PCT) is the degree of technical 

innovation that is measured using patents. The second area (KIABI) is made up of employment 

in knowledge-intensive fields (a percentage of the total employment). The third part of IOI 

(COMP) is the competitiveness of goods (GOOD) and services (SERV) that require a high level 

of knowledge and the last area (DYN) is the employment rate in fast-growing businesses within 

the innovation sector (Innovation Strategy of the Czech Republic 2019- 2030, pp. 17-25). 

 

 

2.3 The strategic framework of the Czech Republic 2030 

 

The Czech Republic 2030 is a strategic framework that sets out how the company and 

development of our country should embark on in the coming decades. The document establishes 

a basic framework for other strategic documents at national, regional and local level. Concrete 

steps towards achieving the objectives are in the gesture of the relevant ministries and the Office 

of the Government of the Czech Republic. The Czech Republic 2030 builds on two main 

approaches – quality of life and sustainability. Together, it strives for sustainable development, 

while contributing to the achievement of the Global SDGs. 

This document relies on a total of 6 specific objectives. Each of these targets is 

separately subject to SWOT analysis. The SWOT analysis will result in opportunities, 

challenges or threats that could endanger the area. 

Indicators are set for 6 specific objectives, which are verbally identified and described. 

Other indicators are set in the target unit (possibly a higher share in %; CZK / person; CZK; 

number of hours; share of all and others). These units vary according to the specific objective. 

A set of strategic framework indicators of The Czech Republic 2030 was designed to measure 

its delivery at the level of individual specific objectives. (Strategic Framework Czech Republic 

2030, pp. 127-219). An overview of all indicators used in this strategy is set out in the chapter 

"Indicator Overview" (Strategic Framework Czech Republic 2030, pp. 220-226). 
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2.4 The strategy of regional development of the Czech Republic 2021+ 

 
The document is used for county government in the formation of development strategies of the 

territorial districts of SRR 21+ focuses only on the area to address the needs of the territory. It 

is based on an overarching national development document, the Strategic framework of the 

Czech Republic 2030. The strategy is not superior to other national strategic documents.  

The meaning of SRR 21+ 

 Improve the coordination of strategic and spatial planning 

 To improve the work with the data in the field of regional development 

       The Strategy Regional Development of the Czech Republic 2021+ features a risk 

management plan, which is then summarised in a clear table. The risk management plan 

presents a list of the underlying risks associated with the implementation of SRD - these are 

risks of an organisational, financial, substantive and legal nature. 

       For each of the identified risks, its probability (P), as well as its potential impact (D) on the 

successful implementation of CFR targets, is assessed on a scale of 1-5 (1 = least probability / 

impact, 5 greatest). The overall significance (V) is then given by the product of probability and 

impact.  

For each of the risks, possible measures are outlined that may lead to a reduction in the 

materiality of the risk. The risk owner is also listed (The strategy of regional development of 

the Czech Republic 2021+, pp. 148-150). 

        Further, key indicators are set for measuring the global target. The selection of key 

indicators is very complex. This selection falls under the so-called principle. There are just 

a few of these principles. For example, "Organization Guarantee"; "Validation and Data 

Quality"; and "Accessibility, Data Sharing Conditions, Long-Term Guarantee and Monitoring 

Cost." 

The organisational guarantee focuses on the fact that each indicator must have its guarantor, i.e. 

a state institution (ministry, professional institution), a self-government (municipality, ORP, 

magistrate, county), a municipal union (DSO), a territorial partnership (MAS) and, in 

exceptional cases, a commercial entity. The validation and quality of the data outlines to us that 

the guarantor (or provider) of the data must declare the accuracy of the data. In monitoring the 

relevant development process, it is necessary to demonstrate how primary data is validated 

(internal regulation, analytical method, checks in the evaluation of questionnaires, etc.). 

        The goal is to get quality data to provide an adequate picture of the status and development 

of the process. The third principle of Affordability, data sharing conditions, long-term guarantee 

and cost-effectiveness of monitoring tells us that the availability and long-term guarantee of 

data is an essential prerequisite for monitoring operations. It is a prerequisite for maintaining 

time series, regular delivery and data quality. This is usually guaranteed by the gestation of a 

state organization by law (The strategy of regional development of the Czech Republic 2021+, 

pp.151-153). 

To provide primary data for indicators, there are 4 forms:  

1. Monitoring of state institutions  

2. Questionnaire investigation   

3. Local inquiries and managed discussions and  
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4. Targeted data collection. 

For example, for a questionnaire investigation, the most important thing is to properly 

assemble appropriate questions that do not place high demands on the time and thinking of the 

interviewer. It is appropriate to prepare a questionnaire in the form of a simple web form (The 

strategy of regional development of the Czech Republic 2021+, pp. 152-153). 

 

 

3. Results 
 

All main parts of strategic documents occur only in the national strategy entitled 

"Transport policy of the Czech Republic for 2014-2020 with a view to 2050" and the "Strategy 

of regional development of the Czech Republic 2021+ ". Although this is a very essential part 

of the creation of the strategic document, so do not occur in all national strategic documents. 

Innovation strategy of the Czech Republic 2019-2030 and the Strategic framework of the Czech 

Republic 2030 are consistent in the processing and approval within the one institution which 

represents the Government of the Czech Republic. 

To determining the analyses and indicators in all documents is completely different. The 

study reveals multiplicity in the processing of these important concepts. The national strategy 

of the Transport policy of the Czech Republic for 2014-2020 with a view to 2050 reveals a 

feasibility analysis and risk analysis. At the same time there occurs the monitoring and proposal 

of indicators for the evaluation plan and management plan changes in the traffic policy, or to 

monitor the efficacy of its measures. 

For example, the indicators of the connection of all countries to the network of highways 

or expressways; connecting all regions to a rapid capacitive rail; number of km of roads with a 

performance by charging (km); increase funds for the maintenance of transport infrastructure 

and emissions of nitrogen oxides from transport in tonnes. The Strategic framework of the 

Czech Republic 2030 is based on detailed analysis showing the current structural challenges, 

significant trends and opportunities in the future. It contains the so-called SWOT analyses 

strengths and weaknesses, opportunities and threats, eg. identifies the area of "People and 

society", "Economic model", the "Resilient ecosystems", "Municipalities and regions", "Global 

development" and "Good governance". 

Innovation strategy of the Czech Republic 2019-2030 uses composite innovation 

indicators, although the Czech Republic belongs to the countries which are not yet "at the top", 

and however, has the potential to become one of the innovative leaders. Indicators are called: 

Summary Innovation Index (SII), Global Innovation Index (GII) and Innovation Output 

Indicator (IOI). All these indicators give a comprehensive information on the situation in the 

Czech Republic and in international comparison. 

The strategy of regional development of the Czech Republic 2021+ notes about the so-

called Problem analysis. This is about the elevator from the input analysis, for the purposes of 

the preparation of the Strategy of regional development of the Czech Republic 2021+. The 

analytical basis for the preparation of the concept is structured into six basic headings. Here are 

the questions, what is the significant regional specifics and differences there are in a given 

radius. Within each heading, are addressed: the extent of regional differences between the 

county, SO ORP and differences of rural and city. Among the basic headings of the analytical 

part, and their objectives include: networking, economic development, public administration 
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and regional development, quality of life and civil society, the quality of the environment. There 

is a total of 10 indicators, which are in detail summarized in the table at the end of the strategy. 

 

Among these indicators are classified:  

1) Persons working in research and development = context indicator; unit of 

measurement = converted persons; territorial unit monitoring indicator = country;  

2) the Quality of the highway and railway connecting the metropolis to other 

agglomerations and the European metropolis = context indicator; unit of measure = 

minutes; method of calculation = based on data RMD and the Ministry of transport 

determine the average time to roll out car and the fastest rail link between the 

selected cities;  

3) the Total expenditure on research and development = context indicator; method of 

calculation = Absolute expenditure on research and development, where 

appropriate, relativized on the number of population in metropolitan 

areas/agglomerations and their hinterland; unit of measure = millions of CZK; the 

territorial unit monitoring indicator = districts;  

4) The quality of the motorway and the railway connection of the agglomeration to the 

rest of the agglomeration and the European metropolis = context indicator; method 

of calculation = based on data Road and Motorway Directorate of the Czech 

Republic (RMD) and the Ministry of transport determine the average time to roll out 

car and the fastest rail link between the selected cities; unit of measure = minutes; 

the territorial unit monitoring indicator = metropolitan territory;  

5) Availability of available medical care = context indicator; method of calculation = 

distance of municipalities from the nearest general practitioner's office; unit of 

measure = minutes (coast time); territorial unit monitoring indicator = municipality; 

the presentation in the form of map output;  

6) Availability of social services = context indicator; method of calculation = based on 

the data of the Registry of social services; unit of measure = the available capacity 

as a function of the number of inhabitants of the administrative district ORP; 

territorial unit monitoring indicator = administrative district ORP;  

7) the Gross rate of total population increase = method of calculation = context 

indicator; increase/decrease of the population. Values are reported per 1 000 

population; unit of measure = territorial unit monitoring indicator = the village;  

8) the Disposable income of households = context indicator; method of calculation = 

the original (territorially detailed) data of the authorities of the state administration 

of household income (wages, business income of individuals, other income, 

insurance and non-insurance social benefits, retirement pensions, etc.) are cleansed 

and aggregated to the desired spatial unit of the ORP. The resulting estimate of 

revenue is converted to inhabitants of region. To estimate the price levels are used 

microdata from the price survey to the CSO, the data are cleaned and processed 

using statistical methods on the basis of the Methodology of the determination of 

regional consumer baskets and price parities for calculation of regional price levels 

(regional price index), certified on 8. 12. 2015 MMR CR (Certificate 007/2015). 

The resulting indicator is the ratio of the average disposable income recalculated per 

capita and the regional price level; unit of measure = CZK; the territorial unit 

monitoring indicator = ORP;  

9) Number of business natural persons with employees = context indicator; method of 

calculation = number of individuals doing business in the village with the main 
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income from the business with employees; unit of measurement = individual 

entrepreneurs with employees; the territorial unit monitoring indicator = ORP;  

10) The Share of a long-term unemployed persons (longer than 12 months) = context 

indicator; method of calculation = number of unemployed longer than 12 months in 

the register of labour offices / total number of job seekers * 100; unit = %; territorial 

unit monitoring indicator = the village. 

 

Another common indicator of the above mentioned is the follow-up to other strategy 

papers, both at national and international (European) level. The Strategic framework Czech 

Republic 2030 and the Transport policy of the Czech Republic for the period 2014-2020 with 

a view to 2050, have a common European follow-up to the Europe 2020 document. At national 

level, the following documents have a common link to the Regional Development Strategy for 

the period 2014- 2020: Transport policy of the Czech Republic for the period 2014-2020 with 

a view to 2050 and the Strategy for Regional Development of the Czech Republic 2021+. 

 

 

4. Conclusion 
 

National strategic documents of the Czech Republic represent the highest strategic documents 

describing their significance and importance. There is a similarly set outline in the documents 

that describes each section of its content. At the very beginning, there is an introduction that 

outlines the meaning and context of the strategy as well as its development framework. At the 

same time, it emphasizes why this strategy is important and what it is used for. It also 

identifies its usefulness. The next section is then choosing the appropriate methodology and 

setting goals itself. Objectives are a key objective here. Their starting points are above all: 

sustainable development, protection of the environment and natural resources, transport, 

redistribution of funds.  

The relevant documents also include the design and implementation part. However, it 

was a big surprise that although this is a very important part of the strategy paper, it does not 

appear in all national strategic papers.  

The Czech Republic's national strategy implementing multicriterial decision-making 

has demonstrated the greatest application of decision-making techniques. Other national 

documents rather present strategic objectives and emphasize the importance of strategic 

decision making, but without a more detailed description of the techniques in the objectives 

described. In terms of the use of decision-making techniques, qualitative approaches and the 

use of composite indicators predominate. 
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Abstract 
 

Start-up business is considered a phenomenon of the last ten years. Start-ups have their potential 

in technologies, digital innovations and the Internet, which can quickly cater to users from 

around the globe. This article considered factors connected with start-ups as key element of 

regional development. The topic deals with start-ups in the Czech Republic ecosystem in terms 

of the current socio-economic and technological change with focus on regional development. 

The aim of the paper is to monitor and to evaluate the current trend in strategic decision-making 

of global enterprises in relation to start-ups and their impact on regional and national 

development in the Czech Republic based on secondary analysis and observation. The start-ups 

have potential for regional development. Although the differences in optimum conditions for 

their development and growth vary by locations, they can occur anywhere. Start-up ecosystem 

tends to tornadoes of exit of small start-ups in the form of acquisitions and mergers by global 

businesses. Regional and national policy should focus primarily on the dissemination and 

development of entrepreneurial skills and the transfer of know-how from experienced 

entrepreneurs to those starting out. Successful, advanced start-ups have a much greater impact 

on the positive development of the region than start-ups. 

 

Keywords: start-up; ecosystem; regional development; sustainability; 

 

 

1. Introduction 
 

Dynamic development of business environment, limited sources and a necessity to 

succeed in a classic competing is intensified by a pressure to decrease production costs by 

company management; at the same time, a pressure to increase production costs from the 

perspective of salaries and input production factors is being added as well as own scientific 

developing activities are deepened.      

A primary aim of all commercial companies is a long-term sustainable growth and 

maximization of market share. Taking an increasing globalization into account, this aim is more 

and more difficult to be achieved because each segment creates a limited number of leaders in 

the global market. Those invest their funds into further products development, into professional 

marketing communication as well as into acquisition activities. For big leaders, such activities 

are just that element of growth and this way they gain more significant share in the market, too.  

As a result of globalization and the internationalization of the environment, a limited 

number of leaders is being formed in global markets in each segment who invest in further 

mailto:hana.stverkova@vsb.cz
mailto:michal@zkvcareer.com


 

88 

 

research and development. In the frame of those activities, specific business strategies leading 

to acquisition activities towards start-ups are created. 

Megatrends in the market determine a new direction of development and a new typology 

of business entities. New aspects of business overlap with previous ones and create new forms 

of business. In the light of market developments, global corporations, in particular transnational 

enterprises, are being formed, focusing on acquisition activities and identifying potential start-

ups; on the other hand, small and medium-sized enterprises (SMEs) focusing on support 

activities are being set up. 

The investment process is an indispensable part of business and public sector 

development; it is important for sustainable development and affects the quality of life of all 

interested parties.  

The aim of the paper is to evaluate the current trend in strategic decision-making of 

global enterprises in relation to start-ups and their impact on regional and national development 

based on secondary analysis and observation.  

Evaluation of the following research questions is considered the partial aims of the 

paper:  

1. the aim of start-ups is a tornado of exit, 

2. trend in acquisitions and mergers connected to start-up businesses is increasing, 

3. start-up business of the Czech environment achieves the same level of growth as a 

foreign one. 

However, global economic and technological development is inexorable thus it is 

necessary to constantly monitor and respond to new trends in a competitive environment. Never 

before customer pressure on innovation has been as great as it is today. Companies that do not 

work on their development in the long-term perspective have no chance to survive. 

 

2. Start-up ecosystem in the Czech Republic 
 

For the start-up ecosystem, the Czech Republic does not have a favourable legislative 

environment like the US state of California does. Nevertheless, Czech start-up companies are 

able to compete with foreign companies. The company AVAST Software is a proof of that. The 

company was able to achieve a turnover of $ 1 billion in 4 years since its establishment. It 

became the first Czech unicorn. 

In the world of start-up terminology, the term unicorn has become a name for companies 

that have used their high growth potential to achieve a total turnover of at least $ 1 billion. On 

average, there are only a few of them per year. There are 342 companies valued at more than $ 

1 billion (unicorn start-ups / unicorn companies, or simply unicorns), with a collective worth of 

nearly $ 1.1 trillion. Financial value of companies is the main goal in building start-ups and is 

therefore a great criterion when comparing individual companies across the world spectrum. 

Another very suitable criterion the tempo of growth of compared companies is. (The Global 

Unicorn Club, 2019) 

The issue of start-up ecosystems is a global term that originated in Silicon Valley, 

California in the early 20th century. With the rapid introduction of new technologies and their 

demanding development, specific forms of business management models as well as approaches 

to their financing began to be introduced. Today, start-ups are seen as an important part of a 

national economy with a high growth potential. Governments support them and create a 

background to support the development of new ideas. But there are many factors that affect 

development and functioning of new start-ups. 
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Thus, the success of a business depends largely on the product or service that is brought 

to the market by business activity. Entrepreneurs must continually face competition, both at 

national and transnational levels. One way to capitalize on the development and market transfer 

of new technologies is to create spin-offs that combine the intellectual property of universities, 

science research organizations with the entrepreneurial spirit of managers. The interaction of 

both groups guarantees a better transfer of science and research into the commercial sphere. 

Linking the public and private sectors is essential for maximum innovation 

performance, so that a smooth transfer of new knowledge can be ensured. Therefore, it is 

necessary to make the innovation process a harmony of universities, research institutions, 

businesses and their suppliers and customers. The quality of institutions and the environment 

in which the innovation process takes place becomes the significant factor. Setting up spin-offs 

is a way to capitalize on the development of new technologies and their transfer to the market. 

In spin-offs, the intellectual property of universities, science and research organizations is 

combined with the entrepreneurial spirit of managers. 

Start-up business is considered a phenomenon of the last ten years. Start-ups have their 

potential in technologies, digital innovations and the Internet, which can quickly cater to users 

from around the globe. 

Although there is no international definition of what a start-up is, it can be defined as a 

newly established company, often at the stage of creating a business plan. The aim of the start-

up is to grow into a profitable and stable company in the shortest possible time. 

Senor and Singer (2009) define start-up as a small business developing a new innovation 

that carries great commercial potential. At the same time, the authors emphasize that innovation 

is not necessarily linked to new technology. For example, the business model used by a start-

up can be innovative. In my opinion, this definition reflects much more precisely the basic 

features of start-up. The authors emphasize innovation, which does not have to be based on the 

development of radically new technology, which I consider to be a very important remark. Start-

ups can combine existing technologies in an innovative way and thus they can possess a 

significant competitive advantage over established companies or other start-ups.  

The generally accepted and expanded definition is offered by the start-up guru Steve 

Blank. According to Steve Blank, start-up is a temporary organization designed to search for a 

repeatable and scalable business model. By definition, the main ambition of start-ups is to find 

a business model allowing the increase its market share without being supported by a 

proportional increase of a team size. In the case of start-up, the organizational structure is 

temporary and changes during the development process. Established companies are 

characterized by relatively stable organizational structure. 

The Czech economic and legal environment is crucial for the successful development 

of the start-up ecosystem. According to the researches, Czech start-up companies see the 

biggest problem in the field of export and entry into foreign markets. Czech companies lack 

reliable contacts in foreign markets. There are high initial costs as well as high costs of 

employing the people outside the Czech environment. Unlike the Czech ones, foreign start-up 

ecosystems, especially the American ones, can use experience based on many years of historical 

development. 

 

3. Star-ups business in context of regional and national development 
 

In the theory of production districts, the authors put forward several assumptions that 

allowed the economic growth of the Italian regions: small companies are able to respond 

flexibly to the changes taking place in the market; existence of specialized companies that 
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provide manufacturing companies with, for example, advantageous purchases of inputs, 

negotiating advantageous loans, etc.; the influence of trade unions is limited due to the limited 

size of companies; a workforce employment system that circumvents legal payments; etc. 

(Brusco 1992; Blazek & Uhlir 2011; Horvathova & Copikova & Mokra 2017). Theory of 

production districts is also the regional model of the theory of flexible specialization, which 

points out the specific cooperation of narrowly specialized small companies, which often have 

less than ten employees and usually operate in the textile, food and ceramics industries. (Brusco 

1982).  

Increasing attention from the academic and public sectors focused on support of regional 

development is nowadays paid to start-ups operating in dynamically developing economic 

segments - ICT, biotechnology, etc., which are perceived as a source of new, qualified jobs and 

as carriers of technological innovation (e.g. Bade & Nerlinger 2000). Companies locate their 

economic activities in an area having the appropriate resources to enable future development 

and growth and thus they respond to geographical differences in the availability of these 

resources (Dicken, Malmberg 2001). 

Innovation and the learning process are determined by the relationships and forms of 

interaction between actors (companies, institutions) that take place within the given region (or 

country). This environment must be seen not only as a network of these relations, but also as a 

general framework, co-formed e.g. by political culture, social values, etc. rooted in the region. 

Thus, the key to knowledge transfer and innovation is not only purely spatial proximity, but 

cultural, social and organizational proximity as well. (Blazek & Uhlir 2011). 

According to Stuart and Sorenson (2003), the emergence of new technology-oriented 

companies is tied to the key resources’ mobilization, which are geographically unevenly 

distributed and show a high degree of concentration. Human capital, financial capital and know-

how as the case may be technology are considered those key resources. Another essential 

element is a network of contacts and links to providers of these resources (skilled human 

resources, risk capital investors and science and research infrastructure), which are easier to set 

up and shape in geographic proximity. Bade and Nerlinger (2000) also document the positive 

impact of the geographic proximity of technological companies and science and research 

infrastructure of newly tailored technology-oriented companies in Germany.  

An important component that is important for the emergence of innovation and is often 

mentioned in this theory institutions that promote interactions between actors - business 

associations, sectoral coalitions, etc. are, including soft informal institutions such as 

agreements, shared opinions that can subsequently result in a shared representation of collective 

interests (Blazek  & Uhlir 2011). 

For example, the theory of regional innovation systems (RIS) refers to importance of 

spatial proximity when creating innovations. Similarly to the theory of learning regions, the 

interaction between companies but also other actors such as universities, research institutions, 

business clusters, supporting infrastructures set up by regional administration, etc., is accented. 

Their mutual interaction is making easier just by this spatial proximity (Blazek & Uhlir 2011). 

The author of the concept of regional innovation system is Philip Cooke, who in this context 

points out that the region is the key level for achieving competitiveness at the global level, since 

the interaction among the above mentioned actors is usually realized at this level. At the same 

time, the cooperation of these actors can be more effectively coordinated and supported by 

regional governments (Cooke 2006). Within the RIS theory, two subsystems are being 

distinguished, between which there is mutual interaction and consequent innovation. It is a 

knowledge creation subsystem involving universities, research institutions, etc., and a 

subsystem that increase the value of knowledge economically. 
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It consists mainly of companies. In addition to the quality of both subsystems, the quality 

and intensity of interrelationships determine the competitiveness of the region (Blazek & Uhlir 

2011). 

At present, there is no general theoretical framework to study start-ups more 

comprehensively in terms of regional development. One of the reasons may also be the 

ambiguity of the definition of start-up, and so this concept is often replaced or mistaken for 

starting companies. Companies also consider Czech legislation and administrative burden the 

unsatisfactory. In the public sphere, computerization is still missing and therefore most of the 

administrative work must be handled by companies physically in the offices. In the Czech 

Republic, an average small company spends 226 hours a year on paperwork. This number is 

based on bureaucracy index thus it is by 7 hours  less compared to the previous year. In addition, 

companies have to monitor a rapidly changing legislation, which limits start-ups in the Czech 

environment. 

Spin-off enterprises, which are a typical example of academic entrepreneurship and play 

an important role in the evaluation of universities and scientific research institutions, can also 

be considered the start-up businesses. The development of start-up business leads to the 

strengthening of regional and national economies. 

Currently, there is no unanimous interpretation of the term university spin-off enterprise. 

Based on the research of spin-offs, the most commonly used terms are the academic spin-off 

company (Kislingerova 2011), technology-oriented business, innovative spin-off company of 

the university (Viturka et al. 2010) or spinout company (Kislingerova 2011). Generally 

accepted definition of university spin-offs does not exist. 

There are many definitions of spin-offs, for example, the US Securities and Exchange 

Commission defines spin-offs as " In a spin-off, a parent company distributes shares of a 

subsidiary to the parent company´s shareholders so that the subsidiary becomes a separate, 

independent company”. 

A broader definition of spin-offs says it is an organization that takes one or more of the 

following attributes from the parent organization: team, product, technology, or customers. The 

reason why the parent organization creates a spin-off is that it believes that spin-off will perform 

better independently than within the parent company. There is some form of remuneration for 

the transfer between the parent company and the spin-off (e.g. share ownership or license 

agreement). 

High-tech start-ups produced by universities from students of magisterial or doctoral 

studies and is developed in the academic world are considered a specific spin-offs. 

  

4. Start-ups success factors 
 

"Investments in their broadest sense are defined as sacrificing a certain present value in 

favour of future uncertain value" (Korytarova & Puchyr & Fridrich  2001). They are of the most 

important factor of society economic development, based on which a perspective politics of the 

states, regions and other parts or each company are realized. Investments play significant role 

when immediate increase of economic activity as well as long-term economy growth is concern. 

They are part of GDP (Polach 2012). In a market economy, the concept of investment is very 

closely related to the concept of capital. Capital can be defined as the accumulated savings that 

we can turn into investments (Krenek & Petrakova 1997). In the Czech Republic, there are 

generally worse conditions for start-ups in terms of the entry of domestic investors (they prefer 

real estate and other more conservative investments, they prefer fast returns and quick 

profitability of investments in companies). This “investment vacuum” worsens the position of 
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the Czech start-ups when dealing with foreign investors, because they know that there is no 

demand for start-ups in the domestic market. According to Jakub Cisar, it is likely that more 

funds will apply for an investment in start-ups if the start-up has a high-quality, market-proven 

product, a strong team and a good vision. Foreign investors come into play only later. J. Cisar 

sees the inability of the Czechs to sell well as a big barrier, although we have great technologies, 

but we have a cultural handicap against the Western countries as it comes to exits of start-ups. 

Therefore, the purchase of technology and team is seen more often compared to much less often 

purchase of the user base and market share (Dostál 2019). 

The factors behind the successful growth and development of start-ups were defined in 

the case study, in which data of approximately 650 start-ups where used, almost half of which 

are US start-ups (Marmer et al. 2011a). The fundamental finding that emerged from this 

research is that one of the main reasons for the termination of many start-ups is the premature 

scaling, which describes a disharmony between the development phase, in which the start-up 

currently is and the behavior of the start-up measured by statistics (number of users, cost of 

customer acquisition, current profit, etc.) that happens at this stage. According to another 

survey, nearly 75% of IT and Internet start-ups end in failure as a result of premature scaling. 

The inconsistency is monitored across five dimensions - customer, product, team, finances and 

business model (Marmer et al. 2011b). The development phases identified from the research 

are discovery, validation, efficiency and scale. In the discovery phase, 60% of inconsistent start-

ups focus on verifying customers' real interest in the product rather than looking for a real 

problem, solution of which is of significant importance to the company and thus represents a 

potential for realizing the business plan (Marmer et al. 2011b). 

Based on the results of these researches, a platform has been created, benchmark tool, 

Start-up Compass, enabling to monitor the development process of start-ups across the five 

dimensions mentioned above. Start-up Compass is based on a comparison of typologically 

similar start-ups, which are in the same development phase. 

 

5. Tornado of start-ups exit in the Czech Republic 
 

There are many companies in the Czech Republic that are considered start-ups. Already 

in 2016, the first small businesses began to take advantage of cooperation with global 

businesses. By David Miklas, thanks to cooperation with Y Soft, his company is more global, 

stable and is abundant in bigger options. From a pragmatic point of view, it is quite clear that 

by strengthening the market position, a small start-up will become an internationalized 

company with the possibility of expansion into foreign markets. Several domestic start-ups 

collectively managed to collect tens of millions of dollars abroad this year and there were also 

acquisitions. Domestic capital also strengthens and its holders are not afraid to invest outside 

the Czech homeland. 

Sales of start-ups are not much different from the sale of a standard business, in many 

respects the sales are similar, due diligence takes place, where the buyer try to find out what an 

interesting business looks like inside, how it works, what inside is of real value. When selling 

start-ups, however, it is more difficult to balance the current situation of the company, the status 

quo and its ambition for the future. Start-up sells vision and future but at the same time it has 

to reveal real numbers and the present. In addition, it is common for start-ups to count on the 

founder's further work and is often linked to a portion of the payment for his share. 

The basic motives for buyers include investments, appreciation of invested means over 

time, or acquisitions, so the value for a particular player is concern in case the entry to the local 

market and consolidation of the global market can be considered. 
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Another example of start-up exit is the sale of a majority stake to the US General 

Atlantic Fund in Kiwi.com in Brno, which created a search engine for cheap air tickets. 

Kiwi.com is about to enter the next stage of growth. The Brno company was founded in 2012 

and in 2017 and 2018, Forbes magazine voted it the fastest growing start-up in Europe. Last 

year, sales reached 30.9 billion CZK. Kiwi.com is unique due to the fact that only $ 1.4 million 

has been invested in the company by 2019, which is very low number for start-up. Moreover, 

the company was profitable in the early years.  

The exits of Czech start-ups are not exceptional, they are not so frequent compared to 

abroad, although an upward trend can be expected as in other countries. Ongoing financing of 

Czech start-ups is of high level, investors are entering start-ups with high-tech potential. 

Ostrava start-ups have developed a unique skateboard product under the XTND brand with 

artificial intelligence, which seeks the ideal route. It hasn't started to be produced yet, but it is 

already collecting millions. People have paid more than seven and a half million CZK for this 

longboard in a single month. Forbes magazine identified this start-up as one of the most 

successful Czech start-ups ever.  

In the Czech Republic, in 2018, an exit of the data start-up Stories to Workday was 

provided, which had previously operated with a basic investment of CZK 15 million from 

Logio. Although Sapho is not Czech in 100 %, the main development has been built in Prague 

since the beginning with a significant representation of Czech engineers. Sapho was sold to 

Citrix for $ 200 million in November. Citrix will thus extend its tools used to upgrade corporate 

legacy applications. Both those deals were extraordinary, Stories due to the rapid exit, from the 

company establishment to its sale in less than three years, Sapho because it is primarily an 

American company. And we must admit that in the Czech Republic, sales of startups for 

interesting values are still exceptional.  

Codasip in Brno has received $ 10 million investment in Category A investment. This 

investment follows the previous one being of $ 2.8 million. Among other things, Codasip 

develops its own processors based on the open RISC-V standard. This fact led to the investment 

by Western Digital, which uses RISC-V in its products. The Czech Credo Ventures also 

participated in the series A. Originally Czech shipMonk gained $ 10 million and according to 

the Inc. magazine, it is one of the 30 fastest growing companies in the United States. ShipMonk 

provides companies with a complete logistics service and the delivery and return of shipments 

related to their e-commerce business. Money from abroad is also borne by ProductBoard, which 

received eight million dollars. Credo as well as other Czech funds, Reflex Capital and 

Rockaway Capital, are again involved in the financing, but the main role is played by the 

famous Kleiner Perkins Caufield & Byers of Silicon Valley. ProductBoard has previously been 

given $ 1.7 million and has Dell among its customers. 

ROI Hunter from Brno received EUR 4.4 million from the Polish group Agora. This 

company, with his SaaS tool to calculate investments in marketing return, wants to expand 

further abroad. Agora, which publishes the newspaper Gazeta Wyborzca in Poland, for 

example, tends to gradually gain up to 24 percent in ROI Hunter. 

Czech project Supernova of two founders Jiří Trecak and Oskar Koristka and the whole 

team got into the prestigious Y Combinator start-up accelerator in Silicon Valley. Historically, 

it is the very first Czech company to make it into, even though it has been tried by STRV or 

start-up Tribe. The Supernova will rank alongside earlier accelerator graduates, including 

Airbnb, Stripe, Dropbox, Coinbase or Reddit. In addition to a number of services and contacts, 

the company receives $ 150,000 in exchange for a 7% stake in the company. The Supernova 

development tool lets you convert application design into code. Supernova will thus be able to 

draw on a wide range of information, including how to properly set up a company for 
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“unlimited” global product scaling or how to target specific types of potential users. A number 

of companies has gone through Y Combinator and have set up their business model in the same 

way, so it is possible to replicate it in a certain way and significantly reduce the trial-error 

period. 

 

6. Conclusion 
 

Czech start-ups are said to lack people and hamper a bureaucracy. The fact that only 

half of last year's top ten has remained in the TOP 10 this year shows the status of dynamics of 

the Czech start-up scene as well. We can see the growth of Czech capital despite the fact that 

the World Bank points out that in the Czech Republic, a very small group of highly wealthy 

people invests in start-ups. The lack of cooperation is considered a consequence of barriers on 

the side of both research institutions and businesses. As company Delloite states, there is a 

shortage of companies in the regions as well as insufficient cooperation with universities. Lack 

of experience is said the fundamental barrier. It would be suitable to use the idea of Giving back 

and put it into practice. Giving back is an essential condition for the existence of a successful 

start-up ecosystem; it means that the founder of a successful start-up has a moral obligation to 

pursue its industry even after a successful sale of a business, by mentoring, investing or 

promoting the given industry. In the Czech Republic, 30% of start-ups have used mentoring as 

a non-financial start-up aid. From this point of view, it can be stated that the idea of Giving 

back would make the start-up eco system more efficient. The Czech Republic is ranked 14th in 

the EU in terms of innovation performance (Neuberger, 2012).   

The development of the start-up scene is also helped by the emergence of accelerators. 

Green Light is currently the most comprehensive acceleration program in the Moravian-Silesian 

Region, organized by the Innovation Support Center of the VŠB - Technical University of 

Ostrava. Depending on the stage of the project, you can choose from two program variants - 

Start or Accelerator. In Brno, the South Moravian Innovation Center (JIC) organizes the 

StarCube acceleration program, another example is the Czech Accelerator program under 

CzechInvest and there are many others. 

As information and communication technologies evolve, importance of geographical 

distance is questioned, both in terms of disseminating knowledge and in terms of managing and 

coordinating economic activities. Spatial proximity of important contacts (customers, suppliers, 

business partners, etc.) is important especially in the initial period of company development, 

when the business network is being built. As development evolves, the spatial proximity of 

business contacts becomes less important and decreases in significance (Schutjens & Stam 

2003). 

Start-ups can focus on the global market already in the discovery phases without needing 

foreign branches.    

Modern technology is changing the face of contemporary society and the whole 

economy. They make our lives easier, increase work productivity, and it is almost impossible 

to avoid their influence. These dynamic changes are mainly driven by the boom in information 

and communication technologies. New dynamically growing companies are emerging, which 

in turn dictate the direction of development (Christensen 1997). Start-up Uber raises a lot of 

attention and excitement among licensed taxi operators by providing its users with a mobile 

application that allows taxi sharing. Today, Google, Amazon and Apple are setting the trend in 

technology development. 

Finances represent a prerequisite for the growth of any business. Financial resources are 

a necessary condition for the development and further growth of the start-up. Currently, 
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entrepreneurs are offered a wide range of financial resources from which they can draw. Start-

ups that are unwilling to give up their ownership interest, or their business plan is not attractive 

enough for venture capital investors, can benefit from credit financing. 

However, the supply of these resources, as well as the amount of finances available, 

corresponds to the guarantees and prospects of business projects. Start-up ecosystem tends to 

tornadoes of exit of small start-ups in the form of acquisitions and mergers by global businesses. 

Regional and national policy should focus primarily on the dissemination and 

development of entrepreneurial skills and the transfer of know-how from experienced 

entrepreneurs to those starting out. This will not only contribute to the growing popularity of 

the topic and the associated growing interest in entrepreneurship among talented individuals, 

but the chances of successful development and growth of potential start-ups will increase. 

Successful, advanced start-ups have a much greater impact on the positive development of the 

region than start-ups, which are in their early stages and will soon shut down their business. 

In start-ups, potential should be seen in terms of regional development. Although the 

differences in optimum conditions for their development and growth vary by locations, they 

can occur anywhere. At the same time, the initial costs of their launch are of minimum. 

The growing interest in innovative start-up technology products of established 

companies is also evidenced by the initiatives of large multinational corporations. Telefónica 

operates the Wayra accelerator in 12 countries around the world, looking for innovative IT start-

ups whose technology could be implemented in its digital services portfolio. Microsoft has a 

similar network of accelerators. 
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