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I. INTRODUCTION 

 
 
 
Lisbon year 2007 

 

Important steps contributing to the fulfilment of objectives set within the renewed Lisbon 
strategy, namely within the 2005-2008 cycle, were taken in year 2007. Its beginning was 
traditionally devoted to the preparation of the spring European Council, when relevant Council 
formations discussed the regular Annual Progress Report, published by the European 
Commission in the middle of December 2006. The APR, evaluating the achieved progress in the 
implementation of structural reforms on the EU level and especially on national levels, stated 
that the implementation of the Lisbon process starts to bear fruit. It also called on member states 
to take advantage of the economic growth and to speed up the implementation of their reform 
plans. Part of the Report also included recommendations for member states, the so called 
Country Specific Recommendations. Czech Republic was called on to improve the long term 
sustainability of public finances, increase and streamline public expenditures on research and 
development, increase the security and flexibility on the labour market and also to increase the 
diversification of tertiary education.  

The spring European Council confirmed that it is necessary to proceed with structural reforms, 
consolidation of public budgets, strengthening of the four freedoms within the internal market, 
improvement of general conditions for innovation as well as support of incentives in the spirit of 
the motto “make the work pay”. European Council also formulated several essential steps in the 
area of energy policy and climate change. This specifically regards adoption of such legislative 
measures, which will lead to a 20% reduction of green house gas emissions by 2020, compared 
to 1990 levels. The share of renewable resources in overall electric power consumption across 
all of EU is to increase to 20% and the share of biofuels in the total consumption of fuels in 
ground transportation is to attain 10% by 2020. Individual countries were also called upon to 
gradually reduce the transposition deficit of internal market directives to 1% by 2009. European 
Union also defined a goal of reducing the administrative burden deriving from the EU legislation 
by 25% by 2012. Member states were then called upon to define their own goals at national 
level by 2008. 

One of the most discussed topics during the course of last year was predominantly the 
preparation of the new Lisbon cycle 2008-2010, i.e. discussion over defining Community’s Broad 
Economic Policy Guidelines. At the same time last year was marked by challenges deriving from 
the ongoing globalization. Both topics have become a subject of the National Lisbon Coordinator 
Meeting, which took place in Brussels on September 18, 2007. Globalization was also the 
subject of European Commission’s contribution to the October heads’ of state and prime 
ministers’ meeting and among others it became the subject of a declaration, which was adopted 
as part of the December European Council conclusions.  

In December of 2007 European Commission published its Annual Progress Report on the 
implementation of structural reforms which contained, besides regular member states 
evaluations also the updated proposal for Integrated Guidelines for Growth and Jobs and the 
proposal for Lisbon Community Programme 2008-2010. The Report stated that due to 
implementation of structural reforms the Lisbon strategy indeed contributes to the significant 
improvement of European Union’s economic performance. Accelerated total GDP growth, 
increased number of jobs, reduction of budget deficits and public debt are among its main 
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achievements according to the Report. On the contrary, sufficient progress has not been 
achieved, according to the APR, in the area of investments into information and communication 
technologies (and their utilization in increasing the productivity) as well as in the area of 
implementing the Internal Market directives and in improving the general legal framework for 
protection of intellectual and industrial property. Insufficiencies were also to be found in the 
improvement of the entrepreneurial environment, education system and mobility on the labour 
market. The Report has also called for a fulfilment of the obligations deriving from the Kyoto 
Protocol and the spring European Council of 2007. At the same time it defined key measures for 
the new 2008-2010 period within the scope of the four priority areas, which are: investment in 
human resources and modernization of the labour market; entrepreneurial environment; 
investment in education, research, development and innovations; power engineering and climate 
change. 

As for as the Czech Republic the recommendations stated by the Commission were especially 
related to the long-term sustainability of public finances relative to the reform of the pension 
system and the healthcare system as well as to the fulfilment of goals in the area of public 
expenditure on research and development, including calls for an increase in their investing 
effectiveness. The modernization of employment protection and increase of flexibility on the 
labour market were mentioned as well. Among areas that remain to be resolved is the necessary 
improvement of intellectual property protection, an acceleration of progress in the area of 
information and communication technologies as well as the insufficient access to financial 
resources for innovative companies (especially the essential development of risk capital market). 
 
 

Coordination mechanism 

 

A National Lisbon Coordinator charged with coordinating the Lisbon process and thus assuring 
its goals are being achieved, was appointed already back in 2003. Following the adoption of the 
new cycle of Lisbon strategy for growth and jobs by the European Council in March of 2005, the 
national coordinator was given not only the main responsibility for the preparation of the National 
Reform Programme in the CR for the period 2005-2008, but also for the implementation of the 
defined measures. Relative to the appointment of a new cabinet in 2007 the responsibility for 
coordinating the Lisbon Strategy in the Czech Republic was passed onto the Deputy Prime 
Minister for European Affairs, who was also authorized to prepare the new National Reform 
Programme in CR for the period 2008-2010. 

On working level the coordination of Lisbon Strategy in the Czech Republic is performed through 
an interdepartmental body, the Horizontal Work Group for National Reform Programme. The 
latter was established in 2005 with the objective to formulate the National Reform Programme 
for 2005-2008. Other ministries responsible for specific measures in various areas (i.e. 
macroeconomic, microeconomic and employment policy) were involved in the work group as of 
2007 in order to make the coordination structure more effective. Through this expansion of the 
Horizontal Workgroup the National Reform Programme became better linked to other strategic 
documents, especially the conceptual documents in the areas of education, infrastructure 
development, regulatory reform and withdrawing financial resources from European Union 
Funds. 

Partner organizations are also participating in the preparation of the National Reform 
Programme, i.e. economic and social partners, representatives of regions and non-government 
organizations. This approach was also the basis for implementation of adopted measures as 
well as the ensuing assessment of the achieved progress. National Reform Programme of the 
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Czech Republic 2008-2010 was also widely discussed within the plenary meeting of the Council 
of National Economic and Social Agreement that took place on October 10, 2008. During this 
meeting representatives of union organizations mainly expressed their disagreement with the 
submitted document. However, the reason for this disagreement is the long-term criticism and 
rejection of reform steps carried out by the governments of the Czech Republic. 

 
 
 
 
 
 

II. DEVELOPMENT OF THE CZECH ECONOMY 
 

 

Czech Republic experienced a period of 
favourable economic development over the 
last years. Year-to-year growth of the Czech 
economy in 2007 has achieved a rate of 
6.6% and the period between 2005 through 
2007, from the economic growth perspective, 
belongs to the most favourable ones in its 
history (see Graph 1).  In the 1st quarter of 
2008 the GDP dynamics were similar to the 
growth of potential product (5.3% annually 
and 0.9% quarterly, all seasonally adjusted), 
in the 2nd quarter the annual growth achieved 
the level of 4.6% (0.8% quarterly). Czech 
Republic’s economic growth which overtook 
significantly the growth rates displayed by 
the European Union as a whole has 

accelerated the process of real convergence 
and thus the economic level of CR measured 
by GDP per capita in PPS1 relative to the EU27 
average keeps increasing. The carrier of the 
growth in 2007 was the domestic demand, 
although a contribution of foreign trade to the 
growth has increased over the last two quarters 
of 2008 achieving 3.1 p.p. Improvement in 
terms of trade in 2007 increased the dynamics 
of the real gross domestic annuities above the 
GDP dynamic, nonetheless since 4th quarter of 
2007 the terms of trade are declining. The 
growth pace of potential product, especially due 
to the robust contribution of the compendious 
productivity of manufacturing factors, achieved 
a value of over 5%. At the end of 2005 negative 

                                                 
1 Purchasing Power Standard – PPS is a currency unit where differences between the purchasing power of national 
EU member state currencies are mutually equalled out according to the condition following the expansion on 1.1. 
2007 to EU27. 
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Graph 2. Consumer prices (annual growth in %)
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Graph 4. Current account balance (in% of GDP)  
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production gap was closed and the current position of Czech economy enjoyed approx 1.5% 
positive gap in the 1st six months of 2008 with a growth cycle peak in the 1st quarter of 2007. 

Relative to the significant growth of international energy and food prices inflation began to rise 
similarly to other EU economies starting from the 3rd quarter of 2007 (see Graph 2). In 2007 the 
average annual inflation rate based on HICP2 has reached 3.0 %. In June 2008 the year-to-yaer 
consumer prices level has increased by 6.6%, when a set of one-off measures of administrative 
nature3 contributed to the inflation growth by more than one half. In the long run the inflation is 
being pulled especially by the rising housing costs. 

A positive trend can be spotted on the labour market, where employment rate is (according to a 
survey sampling of the work force) annually rising starting from the 4th quarter of 2004 which is 
due both to the GDP growth as well as institutional measures (see Graph 3). For the entire year 
2007 the total employment rate of persons in productive age (aged 15 – 64) has risen by 1.9% 
albeit it was accompanied by a minor contraction of economic activity by 0.5 p.p. to 69.8% and 
growth of the employment rate of individuals in productive age by 0.8 p.p. to 66.1%. In the 1st 
semester of 2008 the employment growth 
has reached 1.9%. 

Internationally comparable level of 
unemployment has reached its peak of 
8.4% in 1st quarter of 2004 and it is on a 
fierce decline since. In 2nd quarter of 2008 
the level of unemployment has dropped to 
4.2%, which is lower year-to-year by 1.1 
p.p. and at the same time the lowest rate in 
the last 10 years. 

External economic balance, which is 
evaluated according to the current account 
of payment balance, has recorded in 2005 
through 2007 a significant improvement in 
comparison with previous years as a result 
of a growing excess of trade balance (see Graph 4). The strong growth of Czech exporters was 
positively impacted by the incoming foreign investments in previous years as well as the Czech 
Republic’s accession to the European Union. 
In 2007 the current account deficit has 
reached 1.8% of GDP with an excess of 
performance balance of 5.0 % of GDP. Main 
source of the current account deficit has 
become the balance of earnings, meaning a 
net outflow of primary annuities in the form of 
wages, repatriated and reinvested profits and 
interests abroad. This was also confirmed in 
the 1st six months of 2008, when the deficit of 
the current account has worsened to 2.5% of 
GDP with an excess performance balance 
5.5%. From the perspective of national 

                                                 
2 Harmonised Index of Consumer Prices – HICP 
3 Administrative measures are understood to be the increase of the reduced VAT rate, introduction of fees in 
healthcare, increase of regulated rent and other regulated prices in the area of living. 

Graph 3. Employment (annual growth in %)
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Table 1. Relative economic development - disaggregation 

2002 2007 2002 2007 
GDP in PPP as % of EU 62.6 74.4 70.6 81.9 
Hourly labour productivity 46.9 55.4 55.3 64.2 
Labour utilisation 133.5 134.3 127.7 127.7 
Average work hours 119.9 121.0 114.1 115.3 
Unemployment 101.5 102.3 102.1 101.9 
Economic activity 103.4 98.3 102.2 98.8 
Demographic factor 106.3 108.5 105.7 107.6 

EA12 = 100 EU27 = 100 

economy the current account deficit is the consequence of insufficient national savings in their 
relation to investments. This gap must be financed by foreign sources. While the business sector 
has significantly increased its ability to create savings, households on the contrary have 
significantly decreased it and their level of savings compared to the advanced EU states is at a 
very low level.  

Czech economy over the last years grew significantly faster in comparison to the average of 
European Union state economies. In the 
period 2000-2007 it reached an average 
growth rate of 4.1% compared to 2.2% in the 
EU states and 1.8% in EA124. Relative level 
of Czech economy performance per capita 
compared to EU27 average measured by 
purchase power parity has grown from 68.1% 
in 2000 to a level of 81.9% in 2007 (see 
Graph 5) 

Relative position of the Czech Republic 
expressed by this indicator can, according 
to the principals of growth accounting, be 
disaggregated to a position in hourly labour 

productivity and in labour utilisation, measured by a number of hours worked per capita (see 
Table 1)5. Work utilization can furthermore be divided up into the impact of average number of 
hours worked, level of unemployment, economic activity and demographic factor, i.e. number of 
structure share of residents in the productive age 
(15-64 years).  

 

 

 

Graph 6 then illustrates contributions of individual convergence factors in time. It is apparent 
from the picture that the pivotal factor of real convergence (with the exception of the starting 
period) was the relative hourly work productivity. Since 2001 the process of balancing the 
European level is ever the less slowed down by employment development. Slightly positive is 
the contribution of the demographic factor. 

                                                 
4 Eurozone states before the accession of Slovenia. Currently Eurozone has 15 members, starting on Jan 1st 2009 
Slovakia will become its sixteenth member. 
5 Data for individual factors for EU27 before 2002 are not available. 
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Graph 7. Hourly labour productivity (in %)    
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Difference in the economic level of CR 
against “old” EU member states is, similarly 
as in other new member economies, given 
by markedly lower hourly labour 
productivity  (see Graph 7). It is still a result 
of the technological inadequacy established 
in the period of centrally planned economies 
due to the influence of inefficient allocation of 
production factors. Processes of 
transformation, privatization and restructuring 
of economy, creation of market economy 
institutions, transfer of technology and 
adaptation of economic entities to new 
conditions, have created an environment 
enabling a more rapid decrease of 
difference in the productivity level. Hourly 
productivity started to fiercely increase in the 
Czech economy only in the period after 
2000, when it grew from 43.4% of EA12 
average to 55.4% in 2007. 

Convergence of work productivity is 
conditional to improvement of 
competitiveness of Czech economic entities. 
Competitive advantage  of Czech economy 
is still based on low expenses on production 
factor acquisition, which is proven by the 

level of individual unit labour expenses  expressed in Graph 8 (share of compensation for 
employees expressed in exchange rate labour productivity from GDP in PPP6). However, for 
objective reasons due to the impact of strengthening of the exchange rate this advantage is 
gradually being exhausted. Relative unit work expenses have increased between 1995 through 
2007 relative to the EA12 from approx 30% to more than 56%, i.e. almost double. Next to the 
faster growth of salaries in CR you also see here the nominal valuation of the exchange rate 
CZK/EUR. 

From the long term perspective of a stable economic performance it is therefore essential to 
perform a transition to a quality-based competitiveness . At the same time it is necessary to 
express the favourable environment for the support of economic knowledge for example through 
investments into science, research and development, expansion and improving tertiary 
education quality, growth in number of research workers, improvement of the efficiency of 
science and research activities or through a more profound use of modern information 
technology sources. 

Relatively low level of work productivity is partially compensated by very high labour utilization 
(number of hours worked per capita as a share of relative economic level and relative labour 
production) see Graph 9. Following an approximately constant development of this relation to 
EA12 (average of 134%) since 2001 the relative work utilization has increased slightly after 
2004. However, in 2007 this relation has again dropped in comparison to the previous year by 
                                                 
6 Purchasing Power Parity – PPP 

Graf 8  . Relative labour costs in % 
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about 1 p.p. In an optimal case the task for 
labour market policies should be to sustain the 
current favourable state. 

 

 

 

 

 

A significant, although temporary, factor of 
higher labour utilization in Czech economy 
is from the economic point of view the very 
favourable demographic structure . While 
in the average of EU27 states the share of 
population in the age group of 15 – 65 years 
is in the long term around 66% and is rather 
on the downfall, share of productive age 
residents in CR has grown from 68% in 
1995 to more than 71% in 2007 (see Graph 
10). Further development will be on one 
hand side defined by immigration of 
predominantly people in productive age, and 
on the other hand ageing of the population 
due to growing average life span. According 
to current estimates the positive impact of 
demographic factor should peak in 2009. 
Reaction to this development besides the 
already approved extension of the statutory 
age for retirement should also be a support 
of higher economic activity in the pre-
retirement and retirement age and in making 
the labour market more flexible in order to 
ensure needs of the economy with a lower 
number of residents in employable age. A 
significant role will also be played by policies 
for lifelong education and other measures 
for increasing or sustaining worker 
employment.  

Most significant factor for high labour utilization in CR is the high number of work hours per 
employee (see Graph 11). The real average length of work hours is traditionally high in the 
Czech economy. On top of that with business entities (mainly entrepreneurs without employees) 
the average usual and real business hours worked are significantly higher than with employees. 
Significantly lower (with regard to “old” EU states) in the Czech economy is the number of part 
time employments, similarly to length of vacations and number of holidays. 

 

 

Graph 10.  Share of population in 
productive age (15-64) in %  
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Graph 9. Labour utilization in % 
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Graph 11. Average work hours per week 
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Significant portion of the drop in relative 
utilization of work stemmed from the 
development of economic activity level  
(share of work force in population 15 – 64 
years of age), see Graph 12. The trend in its 
development in CR is opposite to the 
development both in the Eurozone and the 
EU27. Besides the positive phenomena, 
such as the increase in share of young 
people, who take part in secondary and 
tertiary education level (and who are to be 
perceived as investments in knowledge) and 

the growth in the number of women on maternal leave especially over the last two years, we 
also have some negative phenomena manifesting low motivation to work or dependence of 
some population groups on collecting social benefits. 

Employment rate (share of total number of 
workers per population in the age group 15 
– 64) depicted by Graph 13 is impacted by 
the position of the Czech economy in an 
economic cycle. High demand for work due 
to the impact of dynamic economic growth is 
lately predominantly manifested in a rapid 
growth of employing foreign nationals. Their 
share on total employment rate grew from 
3.3% in 2000 to 5.6% in 2007. Furthermore 
there was a positive manifestation of a 
broader involvement of persons in 
retirement age and students. Positive 
development in 2006 was also recorded 

with self employed persons, number of who compared to 2005 has again grown in the last year 
and the year before that. On the other hand you can start to see here inversely acting factors, 

which slowdown the employment rate (see 
economic activity level).  

The drop in relative work utilization in the 
second half of the 90’s was also a result of a 
rising unemployment , where in the course 
of structural changes in economy the level 
of employment has reached a level 
comparable to Eurozone as well as to 
EU27. Since 2004 the level of 
unemployment in the CR declined 
significantly; in 2007 it has reached a level 
of 2.1 p.p. lower than the average in EA12 
states (by 1.8 p.p. better than the EU27 
average). Current favourable trend can be 
credited to a cyclic position of the Czech 

Graph 12. Economic activity rate in % 
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Graf  13. Employment rate in % 
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Graph 14. Unemployment rate in % . 
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economy as well as to a change in labour market structural characteristics. A positive 
characteristic accompanying the decrease in unemployment rate is the fierce drop in the number 
of long term unemployment persons.  

Reforms, contained in this National Lisbon Programme, are to help to speed up the process of 
real convergence7 of Czech economy to the average level of EU27 state economies. 

 

 

 
 
 
 
 
 
 
 
 

                                                 
7 Source of data for relative comparison of Czech economy with the European Union economy are data from the 
Eurostat database by Jul 7th 2008. Czech economy is compared to EA12 states and in places, where relevant data is 
available, also with regards to the average of the EU27 states. The National Reform Programmes of Czech Republic 
2008 – 2010 uses data known on Oct. 1st 2008. 
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III. MACROECONOMIC PART 
 
 
 
Current situation  
 

Stable macroeconomic environment forming external and internal balance is an important 
prerequisite for the support of economic growth and increase of employment. Macroeconomic 
stability should be supported by a suitable currency and budget policy.  
Price stability is fundamentally influence by the monetary policy by The Czech National Bank, 
which since 1998 is managed in an inflation targeting mode. This is from January 2006 until 
December 2009 determined to be 3% with a tolerance range of a single p.p. in both directions. 
New inflation objective of 2% with a tolerance range of a single p.p. in both directions will come 
into effect in January of 2010. The mode of targeting inflation will be applied up until the 
acceptance of the Euro. As part of an updated strategy for Czech Republic’s accession to the 
Eurozone from August 2007 this date for the acceptance was not yet set. Regarding the 
accession to the ERM II8, the updated strategy confirms the objective to minimize the time of 
adhering to this mechanism (meaning not to exceed the minimum two year period before the 
acceptance of the Euro itself). 
Basic instrument for budget policy since 2003 are the binding medium range caps based on a 
three year sliding horizon. Czech Republic has set an objective to achieve referential values of 
medium term objective (MTO)9 - 1 % of GDP no later than 2012. 
In the National Reform Programme 2005 – 2008 the CR  has focused on the following 
priorities in the macroeconomic area: 

1. abiding the principles of fiscal targeting and strengthening of expense frameworks of the 
state budget and state off budget funds. 

2. restructuring of expense side of public budgets, 
3. continuation in restructuring of tax burden, 
4. preventing origination of indirect indebtedness in the form of off budget fiscal risks, 
5. implementation of strategic decisions to stabilize the pension system and the system of 

financing healthcare. 
Main need of reform in the macroeconomic part of the National Reform Programmes 2008-2010 
is seen by the Czech Republic in the fiscal area, especially in ensuring a long term sustainability 
of public finances. Although CR has used the above average economic growth to perform 
certain fiscal reforms, the main challenges in the form of complex reform of the pension and 
healthcare system reform however still remain up ahead. Czech Republic faces a high risk of 
population ageing and at the same time a high share of mandatory expenses on total expenses 
of state budget. No less important will be the observance of the mode of expenditure caps as 
means of achieving a medium term objective. The proposals in preparation are described in 
more detail in the Convergence Programme of CR for 2007 and will be updated in the 
Convergence Programme of CR for 2008 
 

 

                                                 
8 Exchange Rate Mechanism II – ERM II 
9 Medium-term objective - MTO 
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IG 1 To secure economic stability for sustainable g rowth. 
 

Summary of adopted and implemented measures 

• Observance of expenditure frameworks; 

• Achieving (and exceeding) fiscal goals; 

 
Current situation  

 
Abiding the principals of fiscal targeting and strengthening of medium-range framework 
of state budget and off-budget funds 
 
Since its accession to the European Union the Czech Republic found itself in an Excessive 
Deficit Procedure10. A deadline for reducing the state deficit under the 3% of GDP referential 
value was set for the end of 2008. As a result of the favourable economic development and 
utilization of additional incomes which helped reducing the deficit it was possible to close the 
procedure in advance in June 2008. With regards to both the need for fiscal consolidation and 
government’s programme the fiscal development is influenced by a summary of austerity 
measures aimed at stabilizing public finances11. 
 
The Czech Republic was able to abide the principles of fiscal targeting. In the field of fiscal policy 
the measures taken have demonstrated to be beneficial and their extent so far seems to be 
sufficient. Due to higher than expected incomes the approved expenditure caps lead to lower 
than originally targeted deficits. In 2007 the fiscal objective was fulfilled with a margin, when the 
government deficit was reduced to 1.6% of GDP. Expenditure caps defined by the medium-
range expense frameworks were abided during the comprising of the budget for 2008 and its 
medium-range outlook. 
 
NEW PERIOD 2008-2010 
 
In the years 2009 through 2010 the government deficit should constitute approx. 1.5% of GDP. 
For the year 2011 a 1.2 % of GDP fiscal deficit objective was approved. The approved medium-
range expenditure caps imply such gradual reduction of structural government deficit so that a 
referential value of the medium-range objective of -1% of GDP is achieved no later than in 2012. 
 
Observance of expenditure caps will be essential for the planned reduction of the deficit to the 
medium-range objective level. In case of a higher than originally expected growth of mandatory 
expenses it will be necessary to proceed with the adoption of additional austerity measures. 

                                                 
10 Excessive Deficit Procedure - EDP 
11 Act on stabilization of public budgets No. 261/2007 Coll. from Sep. 19th 2007. 
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Planned reform measures 
• Abiding the fiscal targeting principles and medium-range expense frameworks; 

• Adoption of additional austerity measures and cuts in the event of increase in mandatory 
expenses, which could threaten the observance of expenditure frameworks. 

 

IG 2 To safeguard economic and financial sustainabi lity as a basis for increased 
employment. 

 

Summary of adopted and implemented measures 

• Parametric changes to the pension system;  

• Initiation of healthcare reform. 
 

Current situation  

 
Performance of strategic decisions for the stabilization of pension system and the system 
of healthcare financing 
The reform of pension and healthcare system represents one of current priorities, as the Czech 
Republic faces a high risk of population ageing. Lowering public finance’s sensitivity to the 
demographic development and adoption of a strategic decision that will ensure a stable and 
effective financing in the long run for both the pension and the healthcare systems is therefore 
inevitable. 
 
With regards to the inertia of the pension system it is of vital importance to adopt a strategic 
decision on basic principles of financially sustainable pension system as soon as possible. The 
pension system reform should contribute to the rise of participation on the labour market 
especially in the case of elderly people.  
First stage of the pension system reform was already started in the Czech Republic, within this 
reform there are modifications to parameters of the running system being implemented. These 
are especially the continuation in gradual extension of the statutory retirement age to 65 years, 
extension of compulsory minimum period of insurance to 35 years and limitation of 
supplementary insurance periods. 
Partial changes were also seen in the healthcare system. Regulation fees were introduced with 
the objective of limiting excessive use and wasting of healthcare starting on January 1, 2008 (for 
visiting a doctor, prescription medication and a day spent in healthcare facility). As protection for 
chronically ill patients there was an annual cap defined for certain fees and medication 
copayments and additional payments in the amount of 5000 CZK. In July 2008 partial 
modifications to the regulation fee system were approved.12 
 

                                                 
12 In addition to exemptions from payments for chronically ill children, pregnant women relative to pregnancy and 
residents in poverty new exemption s were added as of Aug 1st 2008   Newly exempt from payments are newborns or 
organ donors.  Starting on Jan 1st 2009 it is being considered to grant an exemption from doctor fees children up to 
the age of 6 and with children under the age of 15to lower the annual limit to 3000 CZK.  
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Starting on January 1, 2008 there was also a new method for defining prices and payments for 
medication and edibles for special medical purposes was introduced in accordance with the 
requirements of EU and the Supreme Court of CR. New process is based on transparent 
procedures, where in the first instance the price and payment will be assessed by the State 
Institute for Drug Control and what will follow will be the first opportunity to appeal in the 
standard mode of the administrative proceedings including a possible judicial re-evaluation of 
the decision. 
 
Besides demographic structure, the development of expenses on healthcare and social services 
will be significantly impacted especially by the development of the population’s state of health, 
efficiency and effectiveness in utilization of financial resources, including costly technologies. 
With regards to the inertia of the pension system it is key to keep adopting decisions on basic 
principles of financially sustainable system continuously, flexibly and sufficiently in advance. 
The pension system reform should contribute to the rise of participation on the labour market 
especially in the case of older people. 
 
Healthcare system, which is almost exclusively financed from public sources, has historically 
struggled with significant and repeated deficits and insufficient liquidity and inability to pay by the 
largest insurance house. Všeobecná Zdravotní Pojišťovna CR. Although recently there was a 
financial stabilization of the public health administration system, nonetheless at the cost of 
increased expenditures from the state budget and other state financial support (e.g. acquisition 
of non-recoverable debts from insurance payers by the Czech Consolidation Agency). To ensure 
the healthcare system’s stability and to prevent new deficits it will be necessary to take further 
steps. Objective of the currently prepared reform is to increase efficiency and transparency of 
the entire system and to strengthen the rights of the patients as well as the insured. New 
modification however does not focus on issues related to long term sustainable financing of the 
sector. This is subject of the ongoing discussion within the government’s Round Table for Future 
Financing of Czech Healthcare Project.  In May 2008 this project published a “Report on the 
state, development and outlook of healthcare in CR”, where the existing system is described in 
detail.  
 
Preventing the origination of indirect indebtedness in the form of off-budget fiscal risks 
The Czech Consolidation Agency was dissolved on December 31, 2007. Its property and the 
remaining activities and competencies were by law transferred under the Ministry of Finance as 
of January 1, 2008.13 
 
 
NEW PERIOD 2008-2010 
 
The Czech Republic will further continue to introduce reform measures within the pension and 
health care systems so that long term sustainability of public finances is ensured and 
strengthened. 
There are two more pension reform stages in the making. Second stage rests on legislative 
modification relative to private pension funds (separating property of stockholders and clients, 
further support for employer participation on superannuation schemes etc.). First measure of the 

                                                 
13 Act on Czech Consolidation Agency No. 239/2001 Coll. from June 26, 2001. 
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second stage of pension reform was the creation of a reserve pension fund (transformation of a 
special pension account).  Decision on the option for a possible partial voluntary opt-out14 from 
the continuous system will be made within the third part of the stage. 
A more precise definition of the extent of healthcare services paid from public health insurance is 
being prepared for the healthcare system as well as the strengthening of an option for the 
insured to claim his right. New definition of the extent of paid health services will enable the 
insured persons to only pay extra for above standard (currently the insured must pay for 
complete above standard services on his own) or to obtain extra insurance for such. Healthcare 
reform further figures with introduction of several standardized insurance products – healthcare 
plans, with determination of arrival times to individual types of providers and maximum waiting 
times for planned procedures (guarantee of time and local availability). Another optional item will 
also be the extent of insurance with the opportunity to pay an extra charge or obtain extra 
insurance for above standard care. Further system changes should strengthen the equal 
competition of healthcare facilities and health insurance. Last but not least the reform figures 
with establishment of an independent and expert Office for supervision over health insurances, 
which will supervise over the financial health of healthcare insurance houses and over the 
fulfilment of legal rights towards insured persons. 
 

Planned reform measures 
Pension system 

• Separation of property of clients and pension fund stockholders; 

• Establishment of a reserve pension fund separate from state budget; 

• Guarantee of pension at least on the level of life minimum; 

• Support of collecting lifelong benefits; 

• Increase of motivation to higher contributions into voluntary systems; 

• Strategic decision to setup the pension system – introduction of a voluntary opt-out system15; 

• Raising the statutory retirement age, extending the mandatory minimum period for insurance 
and toughening conditions for collecting disability pensions. 

 
Health care system 

• Increase of recoverability of insured person rights from the public healthcare system – e.g. 
introduction of a requests and complaints and transparent ordering systems; 

• Guarantee of location and time availability of healthcare services paid from public health 
insurance; 

• Introduction of more insurance products in the public healthcare insurance; 

• Creation of an independent and expert Office for supervision over health insurances  

• Introduction of opportunities to purchase extra insurance by people for above standard 
healthcare services; 

• Strategic decision on setting up the health care system as a result of an expert discussion. 

                                                 
14 Currently there is documentation in the making on this issue for a final decision.  
15 Pension system in the Czech Republic is built on three pillars. First of them is made up of state pension insurance 
and second of voluntary pension annuity scheme. Currently an expansion of this system by a third pillar is being 
considered, this should permit partial voluntary opt-out from the continuous system and to invest this into stock 
funds. 
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IG 3 To promote a growth and employment orientated efficient allocation of 
resources. 

 

Summary of adopted and implemented measures 

• Modification of poverty benefits with the objective to increase motivation and to expand the 
space for financing expense priorities; 

• Shift from a direct to indirect taxation. 
 

Current situation  
Proceeding with tax burden restructuring 
Tax burden expressed by a composite tax quota16 reached in 2007 a 35.8% of GDP level and 
annually it thus reported a slight drop by 0.2 of a p.p. Objective for the ongoing restructuring of 
the tax burden is to move the tax burden from direct taxes to indirect taxes. In 2008 the income 
tax rate for legal entities was decreased from 24% to 21%. A uniform income tax rate of 15% 
from a so called super-gross17 salary for physical entities was introduced for the purpose of 
increasing employment rate and to strengthen motivation to work for all population income 
groups, also tax deductibles were raised and a cap was introduced – annual basis of 
assessment for social security premiums and contributions to the state employment policy and 
health insurance at the level of 48 fold of average salary. At the same time there was an 
increase in indirect tax importance. Reduced rate of the value added tax grew from 5% to 9%. 
Taxes on electric power, coal and natural gas were introduced in connection with the ecologic 
tax reform. 
From the perspective of employment rate support it represent one of great challenges of the 
relatively high tax and levy burden on labour. While in case of income tax rates derived from 
physical entity income tax it is below average within the EU, in the case of social insurance 
Czech Republic ranks among five states with the highest rate. Structure of public revenues 
therefore is seeing a gradual shift from direct to indirect taxes. 
 
Restructuring the expenditure side of public budgets 
Expenditures in government sector in 2007 reached 42.4% of GDP, meaning they annually 
dropped by 1.2 p.p. Further austerity measures have come into effect on January 1, 2008. 
Automatic valorisation schemes for life and existential minimum with all social transfers were 
removed with the exception of pension valorisation. A so called guard period, where illness 
benefits are not provided for a period of the first three days was introduced, during which the 
employee is not entitled to a sick pay from illness insurance18, in order to restrict the abuse of 
sick leave benefits during short term work sick leaves.  

                                                 
16 Composite tax quota expresses a ratio of tax yields, customs and premiums for health insurance and social security to GDP in 
common prices 
17 Original tax base expanded by social and health insurance paid by the employee as well as employer 
18 Effective as of January 1, 2008 a period of three days came into effect through amendment to Act No. 54/1956 Coll., on illness 
insurance of employees, during which the employee is not entitled to illness insurance benefits and it was executed by Act No. 
261/2007 Coll., on stabilization of public budgets. Effective on June 30, 2008 it was nullified by a finding of the Supreme Court 
under No. 166/2008 Coll. From June 30, 2008 through August 31, 2008 these benefits from the 1st to the 30th calendar day of 
temporary work disability were provided in the amount of 60% of assessment basis, from 31st to 60th calendar day of temporary 
work disability these were 66% of daily assessment basis and thereafter 72% of daily assessment basis. Starting on Sep 1st through 
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Share of the mandatory expenses on total state budget expenditure is on a long-term up rise 
and this is why there was a revaluation of certain social expenditure categories and austerity 
measures were adopted for the purpose of expanding room for discretional decision making. It is 
however being shown now that this measure will probably not be sufficient to permanently stop 
the trends of rising mandatory expense share on state budget expenditures. According to the 
current budget outlook the share of mandatory expenses should drop only once in 2008 and 
thereafter it should again increase. 
From the perspective of employment rate support it represent one of great challenges of the 
relatively high tax and levy burden on labour. While in case of income tax rates Czech Republic 
does not significantly deviate from the average of other EU member states, in the case of 
premiums for social security it ranks among the five states with the highest rate. Structure of 
public revenues therefore is seeing a gradual shift from direct to indirect taxes. 
 
NEW PERIOD 2008-2010 
 
The planned restructuring of the expenditure side will be conditional to acceptance of further 
measures. Czech Republic will focus on further strengthening of addressability of social payouts 
by state and redirecting public sources to areas with growth potential. Czech Republic 
toughened the payout of unemployment support. Starting on January 1, 2009 the entitlement for 
financial support from the social system will bundled with the obligation of requalification and 
participation in projects for further education. Long-term and repeated refusal of an active 
approach to the labour market is newly penalized by a transfer to material assurance of not 
living, but existential minimum. 
Starting on Jan 1st 2009 the contribution to health insurance on the part of the employer will be 
lowered by 1 p.p. as part of the shift of the tax burden from direct to indirect taxes. At the same 
time lowering of premium rates for health insurance and contribution to state employment policy 
on the part of the employee by 1.5% were approved. The rate of physical entity income tax will 
however remain at the 15% level, in spite of the fact that in 2007 its decrease to 12.5% was 
approved.  According to the current legislation further gradual decrease will occur relative to the 
lowering of the tax rate of legal entity income tax in 2008, at first to 20% in 2009 and afterwards 
down to 19% in 2010. 
 

Planned reform measures 
• Lowering the tax burden on labour: 

1) lowering of health insurance rates and contribution to the state employment policy on the 
 side of the employees in total by 1.5 p.p. as of January 1, 2009, 

2) lowering of health insurance rate paid by employer by 1 p.p. as of January 1, 2009, 

                                                                                                                                                              
August 31, 2008 the percentage rate of benefits from illness insurance from 1st to 3rd calendar day was set to 25% of daily 
assessment basis. As of January 1, 2009 the illness insurance is defined by new Act No. 187/2006 Coll., on illness insurance as 
amended. This Act was approved on March 14, 2006 and was to come into effect on January 1, 2007. Its effectivity however, was 
postponed by 2 years. According to the Act on Illness Insurance the illness insurance benefits will be only from the 15th day of the 
work disability duration. During the first 14 calendar days of the work disability or quarantine the employers will provide 
compensation. There will be no salary compensation for the first 3 days of work disability. 
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3) Preservation of the DPFO19 rate in the amount of 15%  and deductible for a payer as well 
as one spouse in 2009 in the same amount as in 2008 (compared to the currently valid lowering 
of rate to 12.5% and lowering tax deductibles); 

• Increase in addressability of social payouts by state and shifting public resources into areas 
with growth potential. 

 

IG 4 To ensure that wage developments contribute to  macroeconomic stability 
and growth. 

 
CURRENT SITUATION 
 
In 2001 through 2007 the average growth of gross nominal salary equalled 6.9%, real salary 
4.4% and unit labour expenses 2.2%. Average work productivity growth in the same period was 
3.8% and in 2007 work productivity per employed person reached already 72.8% of the EU27 
states’ average. This rise was caused especially by high economic growth, which in the period 
2001-2007 reached the level of 4.5%. With regards to the development of unit work costs and 
work productivity this salary development in the stated period can therefore be characterized as 
moderate. 
 
NEW PERIOD 2008-2010 
 
For the purpose of sustaining the moderate growth of salaries, Czech Republic intends to 
provide quality information and analysis, which will allow for the social partners to become 
convinced of the need for moderate growth of salaries. This should be supported by adequate 
growth of labour productivity so that it does not worsen the profitability level of companies and 
thus does not have a negative impact on their investment activities and growth.  
 
Planned reform measures 
• Increase the efficiency  of public sector operations related to optimal growth of salaries in the 

private as well as the public sectors; 

• Discussion with social partners on future growth in salaries. 
 

IG 5 To promote greater coherence between macroecon omic, structural and 
employment policies  

 
CURRENT SITUATION 
 
The Czech Republic in the area of macroeconomic policy now concentrates mainly on ensuring 
economic stability and long term sustainability of public finances. Reforms in the microeconomic 
area are oriented toward deepening of the internal market, establishment of a favourable 
entrepreneurial environment, support of small and medium enterprises, lowering administrative 
burden, providing open and competitive markets, support innovation and working to make 
investments into research and development greater and more efficient. Objective for reforms in 
the area of employment are especially increasing labour market flexibility, strengthening 

                                                 
19 DPFO – Legal and Physical Entity Taxes 
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motivation of residents toward an active approach and raising their qualifications. Reform 
measures provide a suitable framework for economic growth and creation of jobs, which is 
reflected even in the current above average economic growth, growth of employment and 
decrease of unemployment. 
 
NEW PERIOD 2008-2010 
 
Czech Republic in the following cycle of the renewed Lisbon strategy will continue to implement 
structural reforms in order for the reform measures in the individual areas to mutually 
complement and support each other. Structural reforms have a predominantly long-term 
character; this is why majority of the current objectives for the Czech Republic in the structural 
area remain valid even for the upcoming period of renewed Lisbon strategy. 
 
Planned reform measures 
• Make sure that reform measures in the individual areas mutually complement and support 

each other 
 

IG 6 To contribute to a dynamic and well-functionin g EMU. 
 
This integrated direction is relevant to Eurozone countries only, i.e. states where Euro 
was already introduced, and thus it is not a topic of the National Reform Programme of 
the Czech Republic 2008-2010.  
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IV. MICROECONOMIC PART 

 
 

IG 7 To increase and improve investment in R & D, i n particular by private 
business. 

 
Summary of adopted and implemented measures 

• The Reform of research, development and innovation in CR was approved in March of 2008. 
In July of the same year also the Inter resort concept for security research and development 
of the Czech Republic  up to 2015 was approved and Inter Resort Concept for International 
Cooperation in Research and Development through 2015; 

• Amendment to Act No. 586/1992 Coll. on Income Tax, which enabled entrepreneurs as of 
January 1, 2005 to apply a deductible item from the taxable income tax base in expense 
invested into realization of research and development projects  

• Support of private research and development through tax breaks; 

• Acceptance of Act No. 341/2005 Coll. on Public research institutions enabling transformation 
of subject objects of research; 

• Realization of national development programmes to support human resources for research 
and development; 

• Transposition of Directive 2005/71/ES into the amendment to Act on stays by foreigners in 
the Czech Republic for acceptance of nationals from third countries for science research 
purposes; 

• Change to Act No. 341/2005 Coll., on public research institutions changing conditions for 
acceptance of research workers from countries that are not members of European Union; 

• Acceptance of a European charter for research workers and a Code of behaviour for 
accepting research workers; 

• Establishment of a Czech mobility centre for providing expert information to research 
workers. 

 
CURRENT SITUATION 
 
Research and development in the Czech Republic is developing in synergy with activities, which 
the European Commission as well as other member states, are performing for the purpose of 
strengthening and development of European Research Area  (ERA). This regards especially 
main areas of ERA interest defined by the results of public discussion on the Green Paper (The 
European Research Area: New Perspectives) and active participation on realization of the so 
called Ljubljana Process,20 which represents a vision for the future operations of ERA up to 2020 
and which stems from a so called Green Paper, where European Commission defined main 
areas that it will focus on so that it contributes to further ERA development. 

                                                 
20 Ljubljana process represents a vision for the future operations of ERA up to 2020 and stems from a so called 
Green Paper, where European Commission defined the main areas it will focus on so that it contributes to further 
ERA development. 
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The Reform of research and development and innovation s ystem in CR  was approved in 
March of 2008. The Council for research and development of the Czech Republic in June of the 
same year approved a Methodology for evaluation of research and development 2008 results 
that stems from this as well. Objective of the reform is to make the utilization of public resources 
for research and development, support excellence, top results of research and development and 
innovation more efficient and at the same time to improve their ensuing utilization in practice. 
Relative to this reform the Inter resort concept for international cooperation in research and 
development up to 2015 was approved. 
 
Besides the state budget expenditures the private financial resources are also another 
significant source of support for research and development. These are especially expenditures 
by the business sector on performance of own research and development. Although they have a 
growing tendency and in 2007 they’ve reached about 0.82% of GDP, they do not achieve the 
Barcelona objective of 2%. Since 2005 it is possible to benefit from lowering of the taxable 
base  by a deductible item equal to 100% of expenses invested by the company or institution into 
research and development project realization, if these projects were not financed from any other 
form of state support, as a tool for indirect support of research and development. In 2006 this 
option was utilized by 553 tax entities (0.18% of the total number) and the total applied amount 
of the deduction totalled 4.15 billion CZK. With a tax rate for legal entity income tax being 24% 
the state support thus represented almost 1 billion CZK, which due to tax deductions the taxed 
entities saved on their tax obligation.  

 
Act No. 341, on public research institutions, was adopted in 2005 for modernization of control , 
greater autonomy of research institutions and more effective management of financial resources 
on research, which transformed the formal state contribution organizations into public research 
institutions and thus helped them to gain a full legal subjectivity. 

 
In the area of human resources , where sufficient number of quality research workers and 
capable managers of research represents a fundamental condition for performance of excellent 
research and development, Czech Republic according to many indicators holds a below average 
standing against other European Union states. A career in research cannot be marked as 
attractive for young people in the Czech Republic who are just completing their college studies. 
Academic workers on top of all are, when compared to colleagues from other states, among the 
oldest and from the perspective of mobility of academic and research workers whether domestic 
or international the Czech Republic ranks in one of the last places.  In international comparison it 
additionally displays a below average share of research and development workers as well as 
research workers themselves per 1000 residents. Favourable situation is not even in the case of 
number of students in scientific and technical fields, out of a total number of 344 thousand 
college students21, 31% of these students study these fields and their share in 2002 through 
2007 are slowly dropping.22 National programmes are used to improve the current situation, for 
example the Programmes to support development of internationalization, which is focused on 
college student international mobility or a Programme for preparation and development of 
human resources intended for talented students and student of post-gradual doctorate study. 

                                                 
21 According to the number information from the database of the Institute for Information in Education for 2007 
22 In 2007 natural sciences were studied by approximately 26 thousand students and technical sciences this regarded 
about 80 thousand students. 
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Financial resources for this area are also obtained through the Operational Programme 
Education for Competitiveness, especially for the purpose of financing further specific expert 
education of research and development workers. 
 
 
Support for mobility of research workers  from third countries to Europe is then provided by a 
transposition of the Council Directive 2005/71/ES on special procedure for accepting nationals of 
third countries for purposes of science research. To improve the careers of research workers 
and to support their mobility European Commission prepared a recommendation dated March 
11, 2005 on European charter for research workers and on the Code of behaviour for adopting 
research workers. Discussion of these documents in CR resulted in a government decree on the 
Czech Republic’s acceptance of the Charter and Codex from 2006. 

To simplify the movement of research workers within Europe the European Commission 
established a network of mobility centres. These centres provide information for research 
workers on vacant jobs and administrative processes, necessary for work and stay in the 
individual European Union states. Czech Mobility Centre  was created with the Czech Academy 
of Sciences and it started its activity on January 1, 2005. Since then it provides help and expert 
information for foreign research workers, who are interested in working in the Czech Republic 
and also Czech research workers, who are interested on working abroad. 

 
NEW PERIOD 2008 - 2010 
 
New National policy for research, development and innov ation of CR for 2009-2015 will be 
adopted among others within the Reform of research and development and innovation system of 
CR, which will define objectives for following periods. 
 
A new Technology Agency of CR will be established (area of applied research, development 
and innovation besides the existing Grant Agency of CR (area of basic research), and it will 
provide not only user service during the entire process (i.e. especially legal service and financial 
and legal service focused on protection of results) and strengthen contacts between research 
organizations and the private sector, but it will also cooperate with foreign technology agencies. 
 
For 2009 the Council for Research and Development designed state budget expenditures for 
research and development in the amount of 24.8 billion CZK, outlook for 2010 represents an 
amount of 26.8 billion CZK and for 2011 the budget of this chapter will reach 28.9 billion CZK, 
which represents an annual increase by approximately 8% . Total expenses on research and 
development, i.e. from state budget resources and EU Funds, will in 2010 come closer to the 1% 
Barcelona objective for expenses on research and development from public sources. 

Within the Reform it will be important to pass an amendment to Act No. 130/2002 Coll., on 
supporting research and development from public sou rces that is related to financial 
ensuring of long-term strategy for research and development. The amendment will enable 
research, development and innovation to be considered as one of the areas for preparation of 
proposals on state budget expenditures, establishment of a unified information system of 
research, development and innovation is also planned based on this amendment. Increasing the 
efficiency of spending from state budgets should be helped by legal modification, which will 
bestow upon the purpose support recipients the obligation to prove that they have established a 
system for protection of intellectual property, transfer and commercialization of the results. 
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With regards to the high financial demands on building an infrastructure in the area of research 
and development, Czech Republic for the support of select projects will use the financial 
resources from the EU Funds through several operational programmes. A key one is the 
Operational Programme Research and Development for Innovations , goal of which is the 
strengthening of research, development and innovation potential of CR and which is focused on 
creating high profile research centres, support of applied project research and cooperation with 
research and development institutions with businesses. The already mentioned Technology 
Agency of CR will play an important role in this area of technology transfer into practice. Ties 
between institutions of tertiary education, research institutions and entities from the private 
sector and public administration will also be supported from the Operational Programme 
Education for Competitiveness . Another programme is the Operational Programme 
Enterprise and Innovation , with the help of which there will be a support for development of 
business environment and transfer of results from research and development into practice. 
Specifically this will be a support of establishing new and development of existing companies, 
their potential, utilization of modern technologies and renewable energy sources In case of large 
infrastructural projects Czech Republic will focus on implementation of Travel Map of large 
research infrastructures ESFRI (European Strategy Forum on Research Infrastructures) and on 
creating a so called “roadmap ” of Czech research infrastructures. In the area of energy this will 
regard system involvement of central as well as entrepreneurial research and financial 
capacities for fulfilment of Strategic Energy Technology Plan – SET Plan), which was adopted by 
the European Council in 2007 and which focuses on transformation of energy research and 
innovation for rapid implementation of key energy technologies into practice.  
 
In accordance with the White Paper on tertiary education23, the area of college management  
will see a support of not only their traditional function, which is especially the intergeneration 
transfer of knowledge and information, but also their gradual transformation into centres playing 
a key role in the production of knowledge and creation of innovative potential. Especially then in 
the case of establishing new contact centres, centres for transfer of technologies, business 
incubators or for example cluster groups of various types, e.g. through using resources from EU 
Funds through operational programmes. An emphasis will also be placed on supporting the 
interconnection of colleges with basic and applied research and on cooperation of colleges with 
business field and regions. 
 
As far as the instruments for improving the situation in the area of human resources, these will 
be dealt with through measures within the Reform of research and development system of CR 
and proposals of the White Paper on Tertiary Education. In 2009 there will also be a Programme 
for support of bilateral mobility of students and college workers and financial resources from 
Operational Programmes Research and Development for Innovations and Education for 
Competitiveness will also be used. Issue will be resolved within the act on tertiary education. 
 
Planned reform measures 
• Acceptance of a new National Policy for Research, Development and Innovation 2009-2015; 

• Technological Agency will be established for the field of applied research by 2010; 

• Annually increase of public expenses on research and development by 8%; 

                                                 
23 White Paper on tertiary education was introduced in May 2008 and became a starting point for the reform of 
Czech higher education (see more in IG 24 – Adapt education and training systems in response to new competence 
requirements). 
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• Utilization of financial resources through approved Operational Programmes Research and 
Development for Innovations, Education for Competitiveness and Enterprise and Innovation; 

• Creating a “roadmap” of Czech research infrastructures; 

• Modernization of management in research institutions and universities in accordance with 
principals contained in the White Paper on Tertiary Education; 

• Improvement in the area of human resources through national programmes, resources of 
cohesion policy, measures from Reform of Research and Development System of CR and 
legislative modifications of tertiary education. 

 

IG 8 To facilitate all forms of innovation. 
 
Summary of adopted and implemented measures 

• Operational Programme Enterprise and Innovation was approved as part of the new 
programme period 2007-2013 and there is an ongoing realization of its partial programmes , 
i.e. Innovation, Potential, Prosperity and Cooperation; 

• Utilization of General Community Programme for Competitiveness and Innovation; 

• Establishment of a support Enterprise Europe Network, which provides various support 
services to innovation and non-innovation companies; 

• Approval of Reform of Research, Development and Innovation of CR in March of 2008. 

 
 
CURRENT SITUATION 
 
In the last years Czech Republic is undergoing a process of nominal and real convergence and 
therefore is getting closer to the level in other more developed European Union member states. 
This economic development trend is related to strengthening nominal as well as real effective 
exchange rate, which means that growth performance of our economy must in the future be built 
on greater competitiveness of prices or expenses or costs for production factor acquisitions, 
which as a consequence of this development continues to drop, but especially competitiveness 
leaning on innovated products and processes with high added value. An essential condition for 
generating these new sources of competitiveness is then especially education of society, which 
will be in the long-term produced by the innovation. The basic pillar for creation of effective 
innovation process represented by top technologies is then the complex state innovation policy, 
which will ensure the connection of the academic sphere – meaning research, education and 
innovative activities, with practice, i.e. business sphere. This is how in the future better ties can 
be ensured between basic (academic) research and tangible economic benefit  through the use 
of its results in practice. Document, which was approved relative to this in 2005, is the National 
Innovation Policy for 2005 – 2010. Its main priorities are especially strengthening of research 
and development as a source of innovation, establishment of conditions for cooperation between 
the public and private sectors, providing human resources for innovation activity and improving 
efficiency of state administration performance in research, development and innovations. 

Another step, with the help of which specific measures of the National Innovation Policy of the 
Czech Republic will be fulfilled, is the Reform of the research, development and innovations 
system of CR, which was approved on March 26, 2008. Among the objectives that will be 
resolved within the Reform, are for example increase of benefits from research, development 
and innovating activities, including better use of financial sources from the European Union, or 
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for example support of excellence or clear definition of priorities, based on which Czech 
Republic will achieve above average results in the international comparison. 

European Committee within the Community’s Lisbon Program initiated a complex approach to 
the evaluation of innovation performance by individual states and based on a so called 
European Innovation Scoreboard  – EIS it annually performs an evaluation of innovative 
activities also in the Czech Republic, which can be a consequence of measures implemented in 
the previous years, in spite of this however, our economy ranks behind the European Union’s 
average, which it should at the current pace achieve in approximately ten years. Czech Republic 
is in the same group as Italy, Estonia, Norway, Slovenia, Spain and Cypress.  
 
European Innovation Score is based on a Summary Innovation Index  - SII, which is divided 
into two categories – knowledge inputs and knowledge outputs. The knowledge inputs category 
is made up of innovations drivers, creation of knowledge and innovation and business. The 
knowledge outputs category then application and intellectual property. Index enables to identify 
several key pillars of innovation performance, which is measured by using a collection of various 
indicators focused on qualitative characteristics of knowledge inputs and outputs. Czech 
Republic achieves average results in the “innovation and business” category and along with for 
example Italy or Greece it lags behind the EU27 states average level. It holds better standing 
partially in the field of “application”. On the contrary significantly below average results is 
displayed by the field of “intellectual property protection”. A more detailed classification of 
individual indicators of the innovation standing by the Czech Republic in the context of other 
European Union states, or for example United States of America or Japan, is stated in the 
following text 
 
 
According to the graphic expression by the Summary Innovation Index Czech Republic keeps in 
back of the average of the European Union states. Its standing however is slowly improving over 
the last years, when still in 2003 it was achieving 0.32 (2004 – 0.33; 2005 – 0.34; in 2006 then 
0.36).  
 
 
Graph 15 Summary Innovation Index – year 2007 
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Source: PRO INNO Europe – European Innovation Scoreboard Database 

 
Level of population education and use of broadband internet connection represent structural 
conditions essential for creation of innovations – or in other words the innovation drivers. Czech 
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Republic in this field is far beyond the European Union states’ average level and its position is 
improving only gradually (in 2003 CR achieved a level of 0.30; the same case was the following 
year, there was a decline to a level of 0.29 in 2005 and a growth to 0.32 in 2006). 
 
  
Graph 16 Innovation drivers – year 2007 
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Source: PRO INNO Europe – European Innovation Scoreboard Database 

 
Another field of knowledge inputs are conditions for knowledge creation , i.e. further expenses 
on research and development in a given economy, especially in the field of hi-tech industries 
with high work productivity and high added value within the production of technologically 
demanding products. And even here Czech Republic does not reach the average of European 
Union member states and the progress is not too high (in 2003 and 2004 CR reached a level of 
0.30; the following year there was a decline to the 0.29 level; in 2006 the value of knowledge 
creation indicator has grown to 0.32). 
 
 
 
Graph 17 Knowledge creation – year 2007 

0,03

0,07 0,09 0,11
0,15 0,16

0,19
0,21 0,23 0,23

0,29 0,30

0,38 0,39
0,41

0,44
0,46 0,47

0,49
0,51 0,52

0,54 0,55
0,57 0,58

0,62

0,68
0,70

0,73

0,91

0,00

0,10

0,20

0,30

0,40

0,50

0,60

0,70

0,80

0,90

1,00

RO SK MT LV EE PT LT PL CY BG EL ES CZ HU BE SI IT EU LU FR DK NL IE UK AT DE US JP FI SE

 
Source: PRO INNO Europe – European Innovation Scoreboard Database 

 

Third indicator of knowledge inputs is represented by innovation and entrepreneurship , or to 
be more precise level of innovation activity at the company level. As part of a summary 
innovation index here in this case we evaluate especially innovation characteristics of small and 
medium enterprises, opportunities for financing their business projects through risk capital or for 
example expenditures in the field of information and communication technologies. Czech 
Republic since 2003 achieves a stable level of 0.41 and its standing remains slightly under the 
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average of the European Union states. Compared to Sweden, which represent an absolute top 
in the given classification, Czech economy achieves only 46%.  
 

Graph 18 Innovation and entrepreneurship – year 2007 
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Source: PRO INNO Europe – European Innovation Scoreboard Database 

 

Summary Innovation Index besides innovation inputs also creates innovation outputs; these are 
created partially by innovation applications  and the field of intellectual property protection. In 
case of the innovation applications what is evaluated are their benefits for the employees in 
high-tech industries and also their real application on the market and in international trade, i.e. 
share of revenues and exports. In this category Czech Republic is an above average European 
Union state and it keeps improving its score over the last two years (from the level of 0.53 in the 
years 2003 and 2004 and 0.55 in the years 2005 through 2006) 

Graph 19 Application – year 2007 
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Source: PRO INNO Europe – European Innovation Scoreboard Database 

 

In the field of intellectual property Czech Republic stands on the opposite side of the spectrum, 
which is evaluated by indicators of international intellectual property protection , among which 
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is the patent with the European Patent Office (EPO), patent registered with the patent office in 
USA (USPTO), triad patent, trademarks and industrial templates of European Union. In the 
international comparison Czech Republic achieves about 20% level of the EU states average. 
Even this issue is however newly resolved in the currently implemented Operational Programme 
Enterprise and Innovation through the Programme for Innovation Support, specifically its Project 
for Protection of Industrial Property Rights, with the help of which entrepreneurial entities can 
acquire financial resources from European Union Funds for registration of their patents and not 
only in the Czech Republic. 

 

Graph 20 Intellectual property – year 2007 
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Source: PRO INNO Europe – European Innovation Scoreboard Database 

 

According to the Green Paper on Research, Development and Innovation24 the main barriers for 
innovative activities currently in the Czech Republic seem to be especially insufficient 
expenditures by companies for innovations or low ability to acquire possible financial resources 
for research and innovation projects from abroad, non-utilization of risk capital to finance 
innovation projects, lack of support services of innovation infrastructure, insufficient cooperation 
of schools and research institutions with business, undefined competence for innovation field, 
unfavourable business environment and weak innovation culture. 

The Czech Republic finds itself among the five EU27 states with the greatest difference of 
expenditures on research and development among the various regions. Disparity of expenses is 
caused especially by the unequal arrangement of resources and capacity of research and 
development across the Czech Republic. Especially the priority axis called European Centres of 
Excellence and Regional R&D centres is focused on providing support for research and 
development within the Operational Programme Research and Development for Innovations. Its 
objective is especially the renovation and expansion of research and development capacities 
and economically justifiable construction of new capacities and establishment and development 
of quality equipped research and development workplaces focused on applied research 
including strengthening of their cooperation with application sphere according to regional needs. 

                                                 
24 The Green Paper on Research, Development and Innovation in Czech Republic contains a complex evaluation of 
the situation in research, development and innovations in CR and its main objective is to map key topics for expert 
discussion in this area. A so called White Paper is being prepared based on the Green Paper and it should contain 
specific measures and formulate strategic documents of research, development and innovation. 
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Participation by colleges on realization outputs of research and development is at an insufficient 
level. The current state is caused not only by the absence of motivational instruments, which 
would focus the research activity of colleges on needs of businesses, but also by the existing 
system of financing research and development from public sources, meaning share of purpose 
focused and institutional support.25 In order for small and medium enterprises to originate and 
develop we need to further help in the establishment of business incubators, innovation centres, 
science technical parks and centres for technology transfer. A significant innovative potential in 
the entrepreneurial sector within the Czech Republic is the establishment of field groupings in 
the form of clusters and technological platforms. It is necessary to also support the development 
of innovative projects directly in the companies. With the growth of company innovativeness we 
have then the closely related patent activities of entrepreneurial entities in the CR, which in 
comparison with other European states, as derived from the above, are far behind the required 
quantitative indicators. Activities, which are planned as part of the reform measures for 2008-
2010, in most cases therefore tie into the activities already supported in the previous period from 
the Operational Programme Industry and Enterprise. 

 
NEW PERIOD 2008-2010 
 
Support of innovative activities and protection of intellectual property rights 
 
Innovative activities of entrepreneurial entities in the Czech Republic will be supported especially 
through improvement of entrepreneurial environment with the objective to simplify the conditions 
for establishment of new businesses with innovative potential and to ease for them the 
realization of own innovative projects. Partial areas will be co-financed by resources from 
European Union Funds through approved national operational programmes. This will regard 
especially projects focused on increasing technical and practical value of products, technologies 
and services (i.e. product innovation), increasing efficiency of production processes and service 
providing (meaning process innovation), implementation of new methods for organization of 
company processes and cooperation with companies and public institutions (organizational 
innovation), or implementation of new sales channels (marketing innovations).  Other activities 
directed towards protection of industrial property rights and towards increasing utilization of 
protection of intellectual property rights from the side of small and medium enterprises, physical 
entities as well as colleges and science-research institutions will also be supported. This will 
especially regard financial subsidies for protection in the form of patent, usable pattern in the 
Czech Republic as well as abroad. Another form of protection will be trademarks and industrial 
templates (only abroad). 
 
The programmes Innovation Project and Projects for protection of intellectual property rights are 
one of the means that should help to eliminate barriers preventing company innovative activities 
(especially with those small and medium ones) in the Czech Republic. This is especially the lack 
of financial resources for the innovative activity itself, as well as the ensuing protection of 
intellectual property rights related thereto, extremely high innovation costs, market controlled by 
established companies and lack of qualified workers. 

                                                 
25 In 1998 the share of purpose support on the total public support was relatively favourable (60%). In 1999 through 
2002 it dropped below the 43% value. In 2002 the Council for Research and Development defined objectives of 
gradual increase of the purpose support share at the cost of institutional support with the objective to achieve a ratio 
60:40 from 1998 by 2010. The given objective is to be achieved not only through the Reform of the Research and 
Development and Innovations System of CR, but also based on the new approach the so called specific research. 
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Quantitative indicators expect increase in expenditures on innovation evoked by innovative 
activities of companies by 30% compared to original state and increase of share of companies 
with a product or process innovation from 33 to 45%. Share of proceeds from innovated 
products with supported companies should equal 25% of their total production compared to 
today’s 10%. 

 
 
Support for research and development capacities  
 
Construction of new workplaces for research and development and expansion of the already 
existing research and development activities will be supported within the programme Potential of 
Operational Programme Enterprise and Innovation. This will regard especially the establishment 
or development of an industrial research, development and innovation centre, because it is this 
absence of own research and development capacities together with a low number of entities, 
which perform this research and development activity, that negatively impacts innovative 
activities of individual companies and thus even the innovation capacity of the entire Czech 
economy. 

By establishing and developing company capacities for research and development, especially 
with small and medium enterprises will not only result in their ensuing increase in their innovative 
activity, but a network of workplaces for industrial research and development will be created that 
will be utilized by other entrepreneurial entities within the region or field, which will significantly 
strengthen innovative structure as a whole. Another objective is to also deepen the cooperation 
of companies with research and development institutions and to improve conditions for their 
involvement in domestic and European research and development programmes. Along with the 
economic growth there is also an expectation of growth in employment due to the creation of 
qualified work positions.  

Support of cooperation between academic and business field 

Cooperation between universities and research organizations with the business field or for 
example activity related to transfer of research and development results into practice will be 
supported in the new period in order to help with the development of innovation infrastructure 
and infrastructure for research and development. Through the Prosperity Programme 
subventions will be provided for establishment and development of scientific and scientific-
technical parks or establishment and development of centres for transfer of technologies. 
Projects for the establishment and development of business incubators and entrepreneurial 
innovation centres, which operate the incubator, to help further develop infrastructure entities for 
industrial research development and innovation will be supported in the Czech Republic. An 
alternative option for realization of perspective business projects, besides risk capital, is 
represented by private investors – so called Business Angels. It is the establishment and 
development of Business Angels networks that will also belong into the spectrum of projects, 
which will also be supported to help in the development of innovation infrastructure. 

Support in establishment of entrepreneurial field entity groupings  
 
One of the greatest barriers in competitiveness of Czech Republic’s economy is insufficient 
mutual communication between individual entrepreneurial entities, but also between them and 
area of research and development. An option for gradually removing this barrier is to establish 
various field cooperating groupings – that is clusters and technological platforms. It is this area 
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of support that the Programme Cooperation of the Programme Business and Innovation is 
focused on and within which the establishment of the regionally and nationally concentrated 
groupings will be supported. These in reality represent one of the forms of cooperation between 
the public and private sectors, entrepreneurial entities and science research and educational 
institutions, just as a support instrument for transfer of research and development results into 
practice, where with the help of which there will be an improvement in quality of infrastructure for 
industrial research, technological development and innovative entrepreneurship.  
 
The following table expresses financial allocation of individual programmes of the Operational 
Programme Enterprise and Innovation for the period 2007 through 2013. 
 
 
 
 
Table 2 Allocation of programmes of the Operational Programme Enterprise and Innovation 2007 - 2013  

Programme Allocation in 
EUR 

Innovation (Innovation projects and Projects for the protection of Industrial Property Rights) 500 922 066 
Potential 299 260 578 
Prosperity 429 361 772 
Cooperation 189 634 782 

Source: Ministry of Industry and Trade of the Czech Republic 

Utilization of general European Union programmes 

General Competitiveness and Innovation Programme – CIP is a community programme, which 
in the new program period 2007 – 2013 pulls together several formerly already functional 
programmes focused on supporting competitiveness of European economy (e.g. MAP, ETAP, 
LIFE, MODINIS). The programme budget for the entire programme period equals 3.622 billion 
EUR. Programme is focused especially on supporting small and medium enterprises, which 
have 60% of the total budget assigned to them, while part of the budget is also reserved for eco-
innovations. 

Competitiveness and innovation represents a common framework for 3 specific sub-
programmes – Business and Innovation, Support of ICT policy and Programme for intelligent 
energy in Europe. The Programme for Business and Innovation, which is focused especially on 
supporting innovative small and medium enterprises, is the most important for the field of 
innovation. Activity with the highest reserved allocation in this programme are new financial 
instruments provided by the European Investment Fund - EIF, i.e. micro loans and guarantees 
on loans for small and medium enterprises. Projects for market application (especially in the field 
of eco-innovation) and lowering administrative burden will be supported within the programme. 
Further programme activities include processing of studies and analyses, development and 
coordination of Pro Inno, Europe Innova activity policies or for example organization of various 
networking events. 

With regards to the fact that this is a community programme, its implementation is fully in the 
hands of the European Commission, or to be more precise its implementation EACI (Executive 
Agency for Competitiveness and Innovation) agency. A syndicate headed by the Technological 
Centre with the Academy of Sciences of CR was therefore created, which operates the 
Enterprise Europe Network. Its objective is to especially inform of opportunities for project 
financing through general European Union Programmes, provide help during technology 
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transfers, and support development of innovation and cross border activities by small and 
medium enterprises and to help in their participation in the 7th general research and 
development programme. 
 
Planned reform measures 
• To continue with implementation of programmes from the Operational Programme Enterprise 

and Innovation, i.e. Innovation, Potential, Prosperity and Cooperation through announcing 
further calls to submit projects; 

• To continue with implementation of the General Community Programme Competitiveness 
and Innovation and to encourage its use by entities from the Czech Republic; 

• Realization of principles defined in the Reform of Research, Development and innovations of 
CR. 

IG 9 To facilitate the spread and effective use of ICT and build a fully inclusive 
information society. 

 
 
Summary of measures adopted and implemented 

• Operational Programme Enterprise and Innovation was adopted in the Czech Republic. This 
programme includes projects on information and communication technologies which have 
been financed from European Union Funds and co-financed by CR (ICT programme in 
companies);  

• Application of ICT in the field of healthcare – e-Health Project; 

• Launching a tax portal for on-line access to tax offices; 

• A uniform economic register is being developed – which is a new step in the process of 
introducing a functional system of data sharing in public administration. 

  
 
CURRENT SITUATION 
 
Information and Communication technologies represent a key sector which influences 
competitiveness of the economy. On the one hand Czech Republic shows a higher level of 
available ICT technologies and their utilization by companies (especially large ones), on the 
other hand it lags behind in terms of connectivity of individuals and households, as well as in 
terms of the percentage of electronic public services offered to the population. The Government 
Council for Information Society is looking into this situation; in April 2008 the Council issued a 
Strategy for the Development of Services for Information Society with a vision for the Czech 
Republic to become one of five European Union states with the highest level of the development 
of e-Government by 2015.26 
One of the aspects determining dynamics and the level of development of a country in terms of 
ICT is the share of information and communication technologies expenses in GDP. Investments 
in ICT and ICT research in a national economy not only enhance the growth of all sectors which 

                                                 
26 Council for Information Society of the Government of the Czech Republic: Strategy for the Development of 
Services for Information Society, 2008.  
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thus can offer more convenient products and services but they can also affect the imports of 
their own products. 
 
Telecommunication technology expenditures  in the Czech Republic are at a relatively high 
level in comparison with other countries (similarly to other less developed countries this is 
namely due to building underdeveloped infrastructure). Position of the CR in terms of information 
technology expenditures also exceeds the average. However, the situation is less positive with 
regard to the expenses associated with research and development in ICT production and 
services (knowledge-based value added) – this is the value that has an impact on future position 
of production and utilization of ITC in economy. Situation in manufacturing industry is much 
poorer because this sector in the Czech Republic focuses predominantly on assembling of 
imported components. Development of knowledge-based ICT services is potentially more 
favourable, as companies use increasingly more resources for their purchase (outsourcing or 
shared services centres). 
 
Operational Programme Enterprise and Innovation is designed to foster the development of 
small and medium size enterprises, which plan to invest in information and communication 
technologies. The programme gives an opportunity to use financial resources offered by 
European Union Funds. It is the programme ICT in Enterprises which supports entities who are 
planning the upgrade of their respective information systems to increase the effectiveness of 
their internal operations (e.g. production, ordering or stock control) and improve their external 
relations (with customers, suppliers or public administration bodies etc.). ICT and Strategic 
Services is yet another programme designed for firms who decide to purchase or construct a 
building and employ developers and programmers with the aim to develop or upgrade ICT 
products and services. 
 
 
Graph 21 Expenses on information technologies – in % of GDP, 2006 
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Graph 22 Expenses on telecommunication technologies – in % of GDP, 2006 
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Enhancing development and accessibility of Internet is a key pre-requisite for the development of 
information society. Expanding the broadband connection depends among other factors on market 
structure and its regulatory environment. Internet connection market in the Czech Republic is fully 
competitive both in terms of providers and in terms of technology platforms. Services are provided 
predominantly on metallic networks (xDSL technology), cable networks (CATV), via WiFi platform27 
and via mobile connection EDGE and UMTS. In the past WiFi platform was the fastest growing 
technology on the market of broadband internet connections; however due to a very high level of 
active SIM card penetration in the Czech Republic (126%) mobile connection has the biggest 
growth potential. Although the penetration of broadband Internet is continuously growing, Czech 
Republic is on a relatively low level compared to other countries of the EU; yet the situation has 
been improving in recent years and broadband connection is used by more than 12% of the 
population of the CR. 
 
Graph 23 Penetration of broadband Internet connection – total number of users in % of population, 2007 
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27 In comparison with other EU member states the CR has the highest number of wireless connections 
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In terms of a number of households  using Internet connection the Czech Republic’s position in 
comparison with the European Union28 is below average; 35% of households puts the CR in the 
same group of countries as Hungary and Cyprus. However, this indicator has been improving 
year-to-year. Companies in the Czech Republic began to invest massively in ICT in the nineties 
which means that currently they are very well equipped  with such technologies. At the 
beginning they invested namely in the support of basic economic agendas, later they focused on 
a complete processing of a business case which integrates not only internal activities of the 
company but also processes related to suppliers on the one hand, and customers on the other 
hand. ICT and especially Internet and mobile technologies enhance significantly the preparation 
and design of products and services. 
 
Although accessibility to e-government services is relatively high in the CR, entrepreneurs and 
individuals do not widely use online communication29. E-government, which is currently being 
developed, is built upon three basic pillars - a single economic register which represents a 
database including the data on all economic entities in the Czech Republic, register of 
population and register of territorial identification, addresses and property that will be 
administered by the Czech Land Register Office30. Project e-Health has been launched in 
Prague - it is an application of information and communication technologies in healthcare; also a 
tax portal was put into operation to provide online access to tax offices. 
 
Graph 24  e-government: online access - % of basic public services, 2007 
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As for the utilization of information and communication technologies in schools, which should 
prepare new users and future ITC specialists, the Czech Republic still shows a low Internet 
broadband connectivity and a very low number of PCs available to students. Since the share of 

                                                 
28 EU 27 average is 54%. 
29 In 2007 e-Government services in the Czech Republic were used by 16% individuals between 16 and 74 years of 
age (the average of the EU 27 is 30%, Scandinavian countries like Sweden, Finland and Denmark exceed the level of 
50%). As for the companies using e-Government services in the CR – 73% of their total number use them in 
comparison to the EU27 average of 65%. 
30 Register of Rights and Obligations is also being prepared. 
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ICT in GDP is currently about 7% (automotive industry is at the level of 17%), it will be 
necessary to train a large number of university graduates and equip them with adequate 
knowledge which could be used for the development of ICT sector. 
 
 
 
NEW PERIOD 2008-2010 
 
According to the Strategy of the Government Council for Information Society Czech Republic 
plans to launch a system of data repositories for the communication between individuals or 
companies and the state administration bodies in 2009. These repositories will contain the data 
from current information systems. Also we shall see a further development of a network of 
universal contact points of the state administration where it will be possible to get certified 
abstracts from different registers. This step will be followed by the launch of central registers 
which will then be accessed from the existing network of contact points of the state 
administration. Thus it will be possible to submit any document to any state administration body. 
Also a development of legislation related to the implementation of the Strategy will be completed 
and the launch of applications for healthcare, social services31, administrative, court and tax 
proceedings are planned for 2012. Functioning infrastructure for long term storing and archiving 
of electronic documents should be in place as well. The database including geographic 
information will be in an electronic form by 2015.  
 
Implementation of programmes ICT in Enterprises and the ICT and Strategic Services within the 
Operational Programme Enterprise and Innovation will also continue in the new period. 
Subsidies from EU Funds will thus be available both to firms who purchase information and 
communication technologies (programme ICT in Enterprises will offer a subsidy of up to 20 
million Czech Crowns), but also to those firms which develop software applications and offer 
them to other entities (ICT and Strategic Services) with a subsidy up to CZK 200 mil. 
 
Reform measures planned 

• Implementation of the Government Council for Information Society; 

• Continuation of programmes ICT in Enterprises and ICT and Strategic Services within the 
Operational Programme Enterprise and Innovations 

                                                 
31 Utilization of ICT in the sphere of health and social services is gaining importance – e.g. relative to social 
inclusion or increasing ICT accessibility and information literacy for disadvantaged groups of population (persons 
with disabilities, the elderly etc.). This issue is addressed by the National Programme of the Preparation for Ageing 
for 2008 – 2012. 
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IG 10  To strengthen the competitive advantages of EU’s industrial base. 
 
Summary of measures adopted and implemented  

• As far as the cooperation of public and private sector (PPP)  is concerned Czech Republic 
adopted an amendment to the Procurement Law and a new Law on License Agreements 
and License Proceedings; 

• Methodology for the interpretation of the Law on License Agreements was developed in 
2007 – it is a very important instrument for the preparation and implementation of PPP 
projects. 

 
 
CURRENT SITUATION 
 
Strengthening of competitive advantages of the industrial base of CR was not classified as a 
priority for the National Reform Programme for the period 2005-2008 and therefore no specific 
measures were formulated for this integrated direction. “General measures” having an impact on 
all sectors (i.e. eliminating administrative burden faced by entrepreneurs and simplifying the 
process of starting a business) were preferred to “specifically targeted measures” focusing on 
the reinforcement of comparative advantage of the manufacturing industry sector. These general 
measures are described in respective sections of the document. 
 
 

NEW PERIOD 2008-2010 

Building a strong and stable industry with an innovation driven product structure and the 
structure of prevailing technology processes has become one of key challenges for the sphere 
of micro-economy for 2008-2010. Ten key objectives to be accomplished by the Community 
Lisbon Programme in the period 2008-2010 include also the statement that “the Community will 
promote an industrial policy geared towards more sustainable production and consumption“. 
Action plan for sustainable consumption and production and sustainable industrial policy 
(SCP/SIP) shall become a basic platform for the programme implementation. Thus two key sets 
of issues can be identified - namely the Implementation of the Action Plan for SCP/SIP including 
related legislative measures and  the Identification of Value Added and Competitiveness Factors 
in key industrial sectors with the aim to strengthen existing comparative advantages in the 
European and global markets. 

For further strengthening of competitive advantages of the industrial base in the Czech Republic 
measures focusing on the following spheres are encouraged - namely on  the growth of labour 
productivity in industry by means of stimulating such structural changes focused on industrial 
production that will result in the growth of value added in the output. Further changes will 
concern prevailing technology processes where the introduction of new technology procedures 
significantly increases labour productivity. Strong emphasis will be placed on the development of 
regional poles of industrial growth by encouraging competitive industrial potential of the CR 
regions. This will work as prevention against possible negative consequences of a potential 
market breakdown. 
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Key reform measures for 2008-2010 include mainly the steps implementing the SCP/SIP Action 
Plan. The second set of reform measures should adequately reflect the need for profiling that 
portion of industrial base of the CR, and/or key industrial sectors which have the potential to find 
its significant place on European or global technology markets. The initiative for “lead markets” 
should be followed by the identification of national “lead markets” where the CR industry can use 
its technology comparative advantage. 

Growth of a competitive advantage of the CR industrial base also depends on the adoption of 
measures in the sphere of innovation policy and research & development. These measures 
together with other measures within industrial policy will have a synergetic effect and will be able 
to ensure necessary acceleration of the technology base of industrial production thus increasing 
a technology level of production process, and/or product itself. With the aim to strengthen 
competitive advantage of the CR industrial base reform measures for the period 2008-2010 
focus on technology progress, and/or identification of such technologies that can most 
significantly enhance comparative advantages of major industrial sectors. 

Analysis of actual technology level of the industrial base, of a potential offered by accentuating 
investments in research and development and an innovative approach to the development and 
introduction of new technologies should help identify such production technologies which will 
make the industry of the CR a leader in the global, European or selected local markets. Similarly 
to “lead markets” initiative specific measures related to the above mentioned will focus on “the 
identification of technology markets with a comparative advantage for the industry of the CR”. 

 
Reform measures planned 
• Implementation of the Action Plan for Sustainable Consumption and Production and for 

Sustainable Industrial Policy; 

• Adoption of measures reflecting the need to identify and boost that part of industrial base of 
the CR, and/or key industrial sectors whose potential should be strengthened with the aim of 
penetrating European, maybe also global technology markets. 

 

IG 11 To encourage the sustainable use of resources  and strengthen the 
synergies between environmental protection and grow th.  

 
Summary of measures adopted and implemented 

• The Czech Republic transposed the Directive 2001/77/EC on supporting electricity 
generated from renewable resources on the internal market into its legislation, as well as the 
Directive 2004/8/EC on combined electricity and heat generation based on demand for 
effective heat which was adopted with the aim to increase energy efficiency and to improve 
security of energy supplies to EU member states; 

• The Czech Republic implemented the Directive 2005/32/EC on setting the framework for 
defining requirements for eco-design of energy appliances into its legislative base. 

 
 
CURRENT SITUATION 
 
In February 2008 Czech Republic adopted the Programme for Supporting Environmental 
Technologies in the CR (ETAP CR).  Currently a mid-term review of the programme 
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implementation together with its update is being prepared. The goal of this programme focuses 
on coordination in supporting environmental technologies which should result in specific 
measures reflected in respective sector policies and programmes and on actions leading to the 
implementation of ETAP. It is desirable for the Czech Republic to see the development of 
environmental technologies as a method of successful future solution for a number of problems 
and - last but not least - as a way of increasing competitiveness of Czech companies on the 
European market. The programme focuses on maximum use of the potential which is offered by 
the expansion and utilization of environmental technologies to reduce the burden on the 
environment, to improve the quality of life of the population and to boost economic development. 
Preparation and development of an EC regulation on a system for verification of environmental 
technologies is one of the measures32 planned by the Action Plan for Sustainable Consumption 
and Production and a Sustainable Industrial Policy. 
 
Implementation of the Directive 2003/96/EC marked the beginning of the first phase of 
environmental taxation reform33 goal of which is to replace taxation of labour with the taxation of 
products and services manufacturing or consumption of which has a negative impact on the 
environment (while maintaining the principle of revenues neutrality). The law has modified taxes 
on natural gas and some other utilities with zero environmental impact, tax on electricity and tax 
on solid fuels. The CR made use of the support to environmentally friendly devices and the 
possibility of applying zero excise tax to preserve competitiveness of industry (tax relief for 
energy intensive sectors like metallurgy and mineralogy procedures, coke production, chemical 
reduction processes in blast furnaces).  
 
In 2006 the European Union adopted the Directive 2006/32/EC on energy efficiency of end 
users & on energy services and on the revocation of Directive 93/76/EEC. Wording of the 
Directive obliged member states to submit the first energy efficiency action plan by June 30, 
2007. The plan should outline a way of accomplishing a national orientation target for energy 
saving. This goal represents a 9% reduction of annual average energy consumption in 2002 – 
2006 and it should be achieved for 2008 – 2016. Energy efficiency action plan will be specified 
every three years in its second and third version. National orientation target in energy saving will 
be achieved by means of energy services and other measures leading to increased energy 
efficiency. National annual indicative target, in terms of the volume of energy savings adopted 
for 2016, accounts for 19 842 GWh (for a transition period 2010 3 573 GWh). 
 
European Commission adopted a so called energy-climate package, which also includes 
Directive on the Support to Renewable Energy Resources and which sets a common goal for 
member states: to achieve 20% of energy consumption generated from renewable resources out 
of EU total energy consumption by 2020. The target for Czech Republic in this respect equals 
13%. Preceding target concerning the share of gross electricity generated from renewable 
resources relates to the year 2010 and was set at the level of 8%34. To support the above target 

                                                 
32 Action plan also defines measures for improving energy and environmental qualities of products by means of 
expanding the Directive on Eco-Design to all products relevant in terms of  “the impact on energy consumption”, by 
means of  expanding the Directive on Energy Labelling, i.e. on a system of labelling which informs a consumer 
about a product’s energy and environmental behaviour by means of reviewing the Regulation on the system of 
granting the EU eco-mark, and also by defining a harmonized framework for public procurement using energy and 
environmental criteria. 
33 Act No. 261/2007 Coll., on the stabilizing public budgets. 
34 The share of electricity generated from renewables in gross electricity consumption in the CR accounted for           
4.7% in 2007. 
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a new law on enhancing electricity generation from renewables was adopted in 2005. The law 
provides a guarantee for electricity generators using renewable resources that they will be 
connected to the grid prior to anybody else and that the operator of the grid or operators of 
regional distribution systems will purchase all electricity generated from renewables at prices 
guaranteeing fifteen year return on investments. Investment support to renewable resources 
was financed from national resources within the energy saving and the use of renewable 
resources support programme and also from the EU Funds within the Operational Program 
Infrastructure (2004-2006) or later within the Operational Programme Environment (2007-2013). 
 
Graph 25    Electricity generated from renewable resources 

 

NEW PERIOD 2008-2010 

Measures have been proposed for the period from 2008 to 2010; these should -inter alia- 
remove administrative and information barriers standing in the way to the development of 
renewable resources. These measures should speed up the licensing procedure for renewable 
resources projects, they should contribute to awareness rising with regard to utilization of 
renewables and broader acceptance of renewable resources, especially among general public. 
There is a target to increase a number of implemented renewable resources projects (13% 
should be achieved in 2020). This goal shall be achieved by the amendment of laws and 
regulations, by the modification of methodology guidelines or issuance of new ones and through 
an information campaign supporting renewable resources. 

Other measures will include investment support to renewables projects and actions supporting 
energy efficiency which will help increase a number of renewables projects and thus adoption of 
a larger number of measures resulting in energy saving. There are three operational 
programmes enabling the financing of renewable resources projects between 2007 and 2013: 
Operational Programme Environment, which focuses on non-commercial entities, Operational 
programme Enterprise and Innovation focusing on entrepreneurs, and Programme for the 
Development of Rural Areas which supports farmers. Support provided to individuals will use 
national funds from the State programme or from other subsidy source. 
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Reform measures planned 
• Update of the Program for Supporting Environmental Technologies. (ETAP); 

• Implementation of the Action Plan for Sustainable Consumption and Production and a 
Sustainable Industrial Policy; 

• The Czech Republic set a target for 2020 regarding consumption of energy generated from 
renewable resources: it should be 13% of total energy consumption; 

• Amendment of the Waste and a new Law on Waste Act 35; 

• Amendment of the Environmental Impact Assessment Act; 

• Amendment of the Ambient Air Act; 

• Updating the Strategy for Sustainable Development of the Czech Republic36.  
 

IG 12 To extend and deepen the internal market. 
 
Summary of measures adopted and implemented 
• Draft legislation on free movement of services is ready to be passed, and should be in force 

by the end of 2009. The legislation transposes the guideline on services in the internal EU 
market, and among other things implements regulation of the cross-border provision of 
services and simplifies the business environment, 

• The adoption of consumer protection policy and a financial education strategy, 
• The strengthening of supervision over financial markets, 

• The transposition of the Markets in Financial Instruments Directive (MiFID) 

• The adoption of Guidelines for compliance with legislative obligations stemming from the 
Czech Republic’s membership in the European Union. 

 
CURRENT SITUATION 
 
Although the Czech Republic has already transposed 99.24% of all the directives adopted and 
thus occupies a 15th place with a 0,9 % transposition deficit, when it comes to Internal Market 
directives the transposition deficit constitutes as much as 2,5 % making the Czech Republic the 

                                                 
35  Towns and municipalities produce large amounts of waste and therefore the Union of Towns and Municipalities 
together with the Association of Czech Republic Regions the developed a technical document “Strategy for the 
Development of Waste Management in municipalities and Towns of the Czech Republic” which recommends 
adoption of legislative and non-legislative measures for the enhancement of the use of waste for energy purposes. 

36 Strategy for sustainable development was adopted in 2004 and it is based on four basic pillars: economic pillar 
(strengthening of competitiveness of the economy); environmental pillar (protection of nature environment, natural 
resources and landscape, environmental limits); social pillar (re-enforcement of social cohesion and stability); and a 
pillar representing research, development and education. The Strategy is a basis for the development of other 
conceptual materials (sector policies or action programmes) and for strategic decision making of state administration 
and public administration bodies and for their collaboration with other stakeholders (interest groups). The Strategy 
reacts to the need for coordinated development and for reaching a balance between social, economic and 
environmental factors while pursuing a common goal – to ensure the maximum possible quality of life of the 
population with a view to creating favourable conditions for quality life of future generations. Update of the Strategy 
for Sustainable Development of the Czech Republic is planned for the end of 2008. 
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country with highest transposition deficit. In order to accelerate the transposition of directives 
applicable to the domestic as well as other markets, Guidelines on the meeting of legislative 
commitments stemming from of the Czech Republic’s membership in the EU have been adopted 
by a government resolution. These guidelines establish steps for a quicker implementation of 
Community’s legislation. To stay updated on the situation, the Czech cabinet receives regular 
quarterly reports on the state of the implementation of EC/EU regulations, and within the scope 
of this material individual resorts are assigned corrective action. 
 
In order to eliminate the remaining obstacles for cross-border activity, the Act on the Free 
Movement of Services, which implements legal regulation of the cross-border provision of 
services and simplifies the business environment, has been prepared. It should enter into force 
at the end of 2009. 
 
Ensure an efficient financial market 
One of the basic requirements for the development of the non-financial business sector is a 
stable and efficient financial market. The Czech Republic also recently adopted a number of 
important laws and amendments. The Markets in Financial Instruments Directive (MiFID)37, 
which comes into full effect by the end of 2008, was implemented. This legislation improves the 
position of customers and conditions for doing business on the capital market, and strengthens 
competition in the financial services sector. In July 2008, the Czech government approved draft 
legislation on the insurance industry, which shall primarily bring the implementation of new 
European assurance rules. The legislation changes basic conditions for life and non-life 
insurance, supplementary supervision of the activity of insurance and assurance companies in 
groups, and regulates the activity of domestic and foreign assurance companies. It also includes 
transposed and modified stipulations of other European directives for the insurance industry and 
thus also improves some measures that serve to strengthen the financial stability of insurance 
companies. Some examples include management and supervisory systems, technical reserves 
or the composition of financial investments. 
 
Consumer protection is another important area of financial market development. The Czech 
Republic still sees the potential for improvement here. The goal of current activities is to achieve 
a state where the consumer in the financial market has at his/her disposal quality information, is 
capable of working with it, and based on it is capable of making responsible decisions regarding 
his/her personal or family finances. As a result, a Consumer Protection Framework has been 
approved, and a Financial Education Strategy has been created; their implementation into 
scholastic programmes is already taking place. The goal of both documents is to strengthen the 
financial literacy of the population and its ability to effectively promote its interests and rights. In 
addition to financial education, activities leading to establishment of new professional 
requirements for distributors of products and services on the financial market commenced. The 
Ministry of Finance of the Czech Republic also commenced public consultation on the draft of a 
new system for out-of-court settlement of consumer disputes. 
 
In 2006, consolidation of financial market supervision took place, with the Czech National Bank 
becoming the sole supervising body. However, the rules that the Czech National Bank follows in 
the execution of its supervision were not consolidated, and are still different for individual sectors 
of the financial market. This is why the institutional integration of supervision is now being 
followed up by an effort to consolidate procedures and to concentrate selected areas of financial 
market supervision into one global law. 
 

                                                 
37 Act No.230/2008 Coll. dated June 5, 2008. 
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The second phase of pension reform included discussions on the segregation of the property of 
current pension funds from the property of participants. This shall bring increased transparency 
to the management of funds and will increase their trustworthiness and attractiveness to 
consumers. Preparatory work on the legislative aspects of euro adoption is also continuing. 

 
 
NEW PERIOD 2008-2010 
 
The goal of the Czech Republic in the area of its internal market in the next time period is the 
attainment of a minimal transposition deficit level in the area of EC/EU directives on the 
domestic market, and the achievement of the overall European commitment of 1%. The Czech 
Republic will thus pay proper attention to and place emphasis on the meeting of transposition 
schedules, in order to achieve timely and quality transposition.  
 
Ensure an efficient financial market 
The Czech Republic is currently preparing new legislation on supervision over financial markets 
that shall unify terminology as well as supervision and procedures related to its implementation 
in all sectors. The legislation is expected to come into force during 2011. 
 
Simultaneously, another Bill amending the Act on Capital Market Business is being prepared; it 
shall primarily involve the transposition of EC directives38 on the provision of financial services. In 
the coming years Czech Republic shall also concern itself with a Bill on rating agencies, in the 
event that legislative changes take place at the EU level. In the area of banking, a consultation 
process regarding the transposition of a directive on payment services39 introducing a legal 
framework for cross-border payments commenced. The draft legislation shall be submitted to the 
Czech government by the end of 2008. In the upcoming time period, the Czech Republic shall 
also focus on implementing the Consumer Protection Framework and the Financial Education 
Strategy. In the area of supplementary pension insurance, draft legislation shall be prepared as 
part of the second phase of pension reform, which shall address the segregation of the property 
of supplementary pension insurance participants from the property of the pension fund. The 
Czech Republic shall continue preparation of the legislative aspects of euro adoption. 
 
 
Planned reform measures 

• A proposed change to governmental legislative rules, which should react to the need for 
rapid transposition of some European regulations, 

• Implementation of the Consumer Protection Framework and the Financial Education 
Strategy. 

                                                 
38 Especially Directive 2004/109/EC and an amendment to Directive 85/611/EC (UCITS). 

39 Directive 2007/64/EC. 
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IG 13 To ensure open and competitive markets inside  and outside Europe and to 
reap the benefits of globalisation. 

 
CURRENT SITUATION 
 
Economic foreign policy can also contribute to the economic growth of the European Union 
states and job growth. Liberal economic policy means a reduction in acquisition costs of 
manufacturing inputs, as well as a reduction in the cost of imported goods for consumers; on the 
other hand, the elimination of economic policy barriers (customs duties, non-tariff barriers) 
equalizes competitive conditions for European companies on foreign markets and leads to 
increased exports, increased manufacturing, an improved company financial results and thus 
also the creation of new jobs. 

The main measures passed to fulfil the political business strategy of the EU, "Global Europe 
Competing in the World" are primarily liberalisation negotiations in the World Trade Organization 
– WTO, the signing of a new generation of bilateral free trade agreements, a new strategy 
towards China, a revised strategy for accessing third-world markets, improved access of Union 
entities to public contracts, and the protection and enforcement of copyright. 
 
In accordance with its obligations as an EU member state, the Czech Republic is also using 
appropriate instruments to support the economic cooperation of its entrepreneurs with partners 
in other EU member states as well as other countries. The main areas of involvement are the 
support and protection of mutual investments, technological, financial and industrial cooperation, 
the creation of joint companies, and fulfilling the Export Strategy of the Czech Republic for the 
period 2006-1010. 
 
NEW PERIOD 2008-2010 
 
In light of the existence of a common European Union trade policy, the Czech Republic has not 
proposed specific measures on the national level related to the National Reform Programme for 
2008-2010. However, Czech Republic has long taken a liberal position on trade policy, and also 
abides by this in the preparation of unified EU positions for bilateral or multilateral talks. This 
position is also reflected in the Czech Republic's priorities for its presidency of the EU Council, 
which include the completion of sub-agendas of the aforementioned strategy that will be in 
preparatory or discussion stages, as well as implementation of agendas that are already 
complete. 
 
With the goal being to create a favourable environment and framework for further development 
of bilateral cooperation between Czech entrepreneurial entities and partners from non-EU 
states, it is expected that five agreements in the area of economic and industrial cooperation, 
nine agreements on the protection and mutual support of investments, six agreements on 
eliminating double taxation and one agreement on industrial, technical and scientific cooperation 
will be negotiated or renegotiated, as the case may be. 
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IG 14  To create a more competitive business enviro nment and encourage private 
initiative through better regulation. 

 

Summary of adopted and implemented measures 
• In June 2007, the continuation of the programme for reducing administrative burdens on 

entrepreneurs was approved, and the goal of reducing the overall burden by 20% by 2010 
was confirmed, 

• In August 2007 the general principles for Regulatory Impact Assessment were adopted, 
giving rise to an obligation to perform regulatory impact assessments for all drafts of primary 
and secondary legislation as part of amendments to the government's Legislative Rules 
effective November 1, 2007, 

• A supradepartmental coordinating body, the Panel for Regulatory Reform and an Efficient 
Civil Service was formed, 

• In April 2008 the Plan to Reduce the Administrative Burden on Entrepreneurs by 2010 was 
adopted, in which it was proposed that burdens be reduced at six ministries that contribute 
89% of the entire administrative burden. 

 
CURRENT SITUATION 
 
An optimally adjusted legislative framework is of fundamental importance for the creation and 
operation of the business environment. Although a certain level of regulation is necessary and 
desired, each regulation brings with it expenditures, both direct financial ones as well as 
demands on human resources and time. It is therefore necessary to create a regulatory 
environment that shall accommodate entrepreneurs in all phases of their business activities. 

One key tool for increasing the quality of regulation is a regulatory impact assessment, which 
contains procedures focused on a systematic assessment of the negative and positive impacts 
of proposed or existing legislation. Since November 1, 2007, an RIA (Regulatory Impact 
Assessment) has been mandatory for all drafts of primary and secondary legislation. This is also 
the effective date of the government's Legislative Rules, which now include the obligation to 
proceed according to an RIA when assessing the impact of the proposed change in legislation or 
the impact of legal regulation. At the same time, this amendment stipulates that a final impact 
assessment report that meets the content requirements listed in the RIA is a mandatory part of 
the explanatory report or justification. A review will be performed by December 31, 2008, and the 
government will receive an evaluation of the effectiveness of regulatory impact assessment 
principles. 

Additional procedures are being created on an ongoing basis to support and ensure a unified 
procedure for assessing impact in individual areas or on individual population groups. Before the 
obligation to assess the impact of all draft legislation had yet been instituted, the following 
procedures had already been produced: "Procedures for Stipulating Planned Costs of the Civil 
Service" and "Procedures for Defining the Size and Origin of Administrative Burdens on 
Entrepreneurs". Further procedures shall be produced during the implementation phase of the 
impact assessment, keeping in mind the needs of individual authorities or governmental 
priorities. 

In 2007 a supradepartmental coordinating body, the "Panel for Regulatory Reform and an 
Efficient Civil Service", was formed, which evaluates whether the submitter of draft legislation 
has performed an impact assessment in accordance with approved RIA methodology. 



 51 

In August 2007, the Czech Republic approved a draft procedure for implementing guidelines for 
public participation in the preparation of government documents during a pilot programme 
lasting until the end of 2008. This methodology contains an account of possible techniques and 
ways to get the public involved in the preparation of bills already during the initial phase, and 
elaborates on a method for public consultations that are one of the mandatory preparatory 
phases for assessment of the impact of the regulation under preparation. Based on the results of 
this pilot programme, an amended procedure and a draft amendment of the government's 
Legislative Rules for stipulating a binding public participation procedure for central administrative 
authorities in the preparation of draft legislation shall be submitted in 2009. 

In 2006, a "DataKO" database was created to support the participation of non-governmental 
organizations into the process of preparing legislation. This database of non-governmental 
organizations from various areas contains contact information for their representatives, who 
have expressed an interest in providing consultation on specialized documents being prepared 
by government authorities. Around 350 organizations are currently registered in this database. 

Since March 2006, the "Devote 10 minutes to improve the legal environment in the Czech 
Republic" initiative has been in the process of implementation. Its goal is to address not only 
entrepreneurs, but also all citizens, non-governmental organizations and interested subjects who 
want to express an opinion on Czech legislation and propose improvements to it. The first 
phase, which was evaluated up to December 31, 2007, elicited 470 suggestions, which should 
project themselves into a reduction in the burden on citizens as well as the business community 
stemming from regulation, and an overall simplification and improvement to the legal 
environment of the Czech Republic. 

One of the items evaluated in the regulatory impact assessment is the reduction in 
administrative burden on entrepreneurs. The fact that in order to meet requirements imposed on 
them by state authorities, entrepreneurs have to utilize resources for paperwork instead of 
investing these resources into the further development of their company, manufacturing or other 
productive activities, results in a negative influence on economic growth and social prosperity. 
We must strive to decrease the administrative burden on entrepreneurs as much as possible, 
while at the same time keeping in mind the public interest. 

An analysis performed in 2005 based on information from measurement of the administrative 
burden enumerated the total annual administrative burden on entrepreneurs to be over 86 billion 
CZK. The results showed that the greatest administrative burdens are caused primarily by 
regulations under the aegis of the following Ministries: Industry and Trade, Finance, Labour and 
Social Affairs, Health, Agriculture, and the Environment. In July 2007, the government confirmed 
its goal of decreasing the administrative burden by 20% by 2010. 

Also approved in July 2007 was the obligation to perform ex ante assessment of the 
administrative burden on entrepreneurs within the scope of the RIA in the case of newly 
prepared proposals, and at the same time all central administrative authorities were enjoined to 
implement on an ongoing basis measures to prevent an increase in the overall administrative 
burden on entrepreneurs caused by informational obligations whose origin and form are fully 
under the aegis of these bodies. 

In order to make a thorough effort to decrease excess regulations and regulatory burden, during 
2007 and 2008 the principles of poor quality regulation and the principles of excess regulation 
were defined in relation to the principles good quality regulation formulated in the General 
Principles for RIA. On top of this, types of excess bureaucratic burdens were also identified. 
Following the principles of good quality/poor quality/excess regulations and types of excessive 
bureaucratic burden should contribute to the increased quality of legislation and business 
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environment as well. These principles will be submitted to the government for approval along 
with measures for decreasing excess regulation and bureaucratic burden. 

On the cusp of the years 2007/2008, a pilot project was implemented, devoted to procedural and 
organizational audits of four selected civil service agendas, whose results were used to design a 
project devoted to audits of civil service agendas, a strategic project in the area of Smart 
Administration. 

 

NEW PERIOD 2008-2010 

By October 31, 2008, six ministries will submit a plan to the government of the Czech Republic 
containing concrete steps to decrease the administrative burden on entrepreneurs by up to 20% 
by the end of 2010. In order to monitor the development of the administrative burden in all 
resorts, the government of the Czech Republic shall receive, by March 31 of each year, a report 
on progress in the Plan to Decrease the Administrative Burden on Entrepreneurs, on the basis 
of which further measures shall be taken to improve the current situation. 

Based on over a year of application of the General Principles for RIA, a review and evaluation of 
the effectiveness of the Principles shall be performed by April 30, 2009. Further activities in 2009 
following up on the RIA method will include an analysis and proposal for wider utilization of 
alternative regulatory methods that offer greater flexibility and can be implemented more rapidly 
than traditional regulations. Thanks to the use of alternative regulatory means, implementation 
and administration costs, a key problem in the business environment, are also decreasing. 

The improvement of the regulatory environment shall be supported by a proposed measure for 
reducing excess regulation and regulatory burden that shall be submitted for approval by 
October 30, 2008. This will kick off the actual realization of the Czech government objectives, by 
which it declared its intent to thoroughly decrease excessive regulation and bureaucratic burden. 

In 2008 and 2009, Phase 1 of a project of process and organizational audits of civil service 
agendas shall be implemented, to be followed by another phase or phases to be implemented 
by 2011. The first phase will be aimed at modelling 40 to 60 civil service agendas and the 
preparation and securing of prerequisites for the implementation of subsequent phases and 
evaluation of Phase 1. This project represents an achievement of the government's goals: to 
perform independent process and organizational audits on the most important civil service 
agendas; the objective, to simplify and clarify them, is one of the strategic projects of priority in 
Smart Administration40. Project results will be utilized to create a Register of Rights and 
Responsibilities. The project's implementation will permit the optimization and standardization of 
civil service and municipal government agendas, their evaluation and working with them from the 
perspective of the civil service hexagon, the clear formulation the rights and responsibilities of 
citizens, entrepreneurs and civil servants, and to use process models for RIA needs.  

The expected objectives of process analyses are, for example: 

• the identification of ineffective and redundant activities,  
• identification of process uncertainties,  
• ensuring optimum resource utilization,  
• assessing the contents of individual organizational wholes from the standpoint of ensuring 

overall process functionality,  

                                                 
40 Finances from European Union Funds shall be utilized for the implementation of a large part of agendas within the 
scope of Smart Administration, via the Integrated Operational Programme and the Operational Programme Human 
Resources and Employment. 
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• identification of information support requirements,  
• enumeration and analysis of allocation of staff time for individual activities – services 

provided to citizens, 
• creating the foundations of an employee motivation system, 
• verifying the accessibility of needed information, 
• decreasing the number of necessary documents and reduction of administrative tasks, and 
• laying groundwork for applying strategic planning in the civil service and for risk monitoring 

and management. 
 
Pursuant to this project, a number of supplementary projects shall be implemented, aimed at 
reducing excessive regulation and bureaucratic burden on citizens, public service authorities, 
non-profit organizations and other entities. 
 

Planned reform measures 
• Annual submission of reports on the state and fulfilment of the Plan for Decreasing the 

Administrative Burden on Entrepreneurs to the government, 

• An annual review and evaluation of the effectiveness of the General Principles for RIA, 

• Implementation of a project of process and organizational audits for the civil service, and 
follow-up projects aimed at reducing excess regulation and bureaucratic burden. 

 

 

IG 15 Promote an entrepreneurial culture and create  a supportive environment for 
small and medium size enterprises. 

 

Summary of measures adopted and implemented 
• Rules for the support of the entrepreneurial environment within the scope of the Operational 

Programme Enterprise and Innovation were approved, 

• A centrally managed network was created, the Czech Chamber of Commerce information 
locations for entrepreneurs, whose goal is to provide information to small and medium size 
enterprises, 

• Registration requirements for individuals or corporations commencing or performing 
business activities under the Trades Licensing Act can be fulfilled at any Trades Licensing 
Office, i.e. at departments in 227 municipalities in the Czech Republic that have been 
designated as central registration locations, 

• A networked system, CZECHPOINT, permitting communication with government bureaus 
and institutions from one location. It is now being expanded to 1300 birth registries, regional 
authorities, 800 Czech Post Offices, selected municipal offices, and in cooperation with 
entrepreneurs – to offices of the Chamber of Commerce, 

• A special internet portal for enterprise and export to meet the needs of the entrepreneurial 
community exists - BusinessInfo.cz, 

• To expand the participation of small and medium size enterprises into EU community 
programmes, the national NINET and BISONet networks for the areas for science, research 
and innovative business were created, 

• A Fictitious Firms Centre (CEFIF) was created, which ensures the proper activity of practice 
companies in the Czech Republic. It provides new fictitious companies with information they 
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need to participate in the fictitious company market both in the Czech Republic as well as 
abroad. Fictitious companies are founded by economics oriented high schools. Working in 
fictitious companies is a part of the integration of instruction in economics in high schools. 

 
 
CURRENT SITUATION 
 
Proper conditions in the entrepreneurial environment contribute to an overall dynamic economy. 
Small and medium size enterprises, which with a share of approximately 99.83% of all economic 
entities in the Czech Republic represent an important factor in economic growth, and in total 
their take part in 53.69% of added bookkeeping value, play a highly crucial role in the conditions 
of the Czech market economy. Further development and reinforcement of the business 
environment thus makes a significant contribution to overall reduction of unemployment, with 
small and medium size enterprises providing 61.41% of employment. The Czech Republic has a 
relatively high number of business licenses issued (almost 4 million, a ratio of 1.93 trade 
licenses per capita), as well as a high modification rate. Internationally, the Czech Republic is 
around average in company creation; however, since 2001 the rate of creation has declined 
from 12.3% to about 8.7% in 2005. 
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Czech businesses still lag behind the European Union states in terms of their quality, equipment, 
efficiency and innovation. One of the things helping to address this problem is the operational 
programmes financed from the European Union Funds. Utilization of these finances should help 
increase the competitiveness of the manufacturing and service sectors and business 
development, maintain the attractiveness of the Czech Republic, its regions and cities for 
investors, support innovation, stimulate demand for R&D, support commercialization of R&D, 
support the entrepreneurial spirit, and the growth of a knowledge-based economy thanks to an 
increase in the capacity to implement new technologies and innovative products, including new 
information and communications technologies. 

The objective of the existing support system is primarily to increase motivation to start a 
business, the activity of small and medium size enterprises, and to create conditions for the 
utilization of new financial instruments for starting a business, including the strengthening and 
development of activities by entrepreneurs going into business for themselves for the first time or 
following a longer hiatus. In the area of business development, the main objective is to increase 
the competitiveness of small and medium size enterprises by supporting their development 
business plans via banking instruments. The provision of services for business development is 
also insufficient. This is why the Czech Republic, within the scope of existing policies, is placing 
emphasis on intensifying the development of consulting and information services for business, 
the development of a high-quality and professional network of consulting services for business 
and innovation, including information on the worldwide development of business and innovation, 
and last but not least, emphasis is placed on increasing the marketing readiness of small and 
medium size enterprises and strengthening their international competitiveness. 

In the Czech Republic, the Chamber of Commerce of the Czech Republic created a national, 
centrally managed network of contact locations for entrepreneurs, to whom it provides 
information upon request. Aside from a number of steps taken to improve the entrepreneurial 
environment, a new element in the support of small or medium size enterprise was the provision 
of business support services, leading to its development and cultivation. A network of civil 
service contact locations CZECHPOINT was created, where it is possible to communicate with 
public authorities and institutions from one place. This network is now being expanded to 1300 
register offices, regional offices, 800 Czech Post Office locations, and selected municipal offices 
and in cooperation with entrepreneurs – the Chamber of Commerce, to their offices. 

Thanks to frequent amendments to the Tax Act, the existing tax system is often considered to be 
complicated and confusing, and in some respects does not meet requirements placed on a 
modern system of taxation. A hallmark of the Czech tax system is its high administrative costs. 
The possibility of tax evasion also exists. This is why comprehensive reform of the tax system is 
currently under preparation. The main goal of the reform will be a reduction in the administrative 
burden on taxpayers as well as the civil service, and an overall simplification of legislation and 
tax administration. New legislation on budgetary tax allocation is also currently under 
preparation; it is expected to take effect on January 1, 2010. 

Business in the Czech Republic is gradually being included in school curricula, especially with 
the deployment of an entirely new system – Framework Educational Programmes. Roughly 200 
such programmes shall be created within the scope of Czech educational reform. 

Instruments for business education in the Czech Republic, such as for example fictitious or 
student companies, are most often used in educational programmes aimed at finance, trade and 
services. This is why, according to statistics provided by the Fictitious Firms Centre (CEFIF), 
virtually 100% of fictitious companies are utilized by schools of these types of initial education. 
CEFIF, which is a part of the National Institute for Professional Education, trains teachers that 
teach in fictitious companies. 
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A fictitious company works like a real company – manufacturing, trade or transport. The 
company follows applicable legislation, utilizes information from business practice, and its 
workers perform all basic functions: purchasing, sales, business communication in writing or by 
phone, accounting, etc. A fictitious company differs from a real business in one aspect: it does 
not exchange any money or goods. The purpose of working in a fictitious company is primarily to 
help future economics graduates gain independence and a feeling of responsibility for their own 
work, the ability to orient themselves in the real business world, to react readily and to develop 
their language skills through communication with fictitious companies abroad. 

 

NEW PERIOD 2008-2010 

Regarding improving the accessibility of finances, with a goal of supporting the creation and 
growth of these companies, especially accessibility of micro-loans and other forms of venture 
capital, the Czech Republic is planning to announce new calls within the scope of several 
operational programmes in accordance with the intents of the European Commission, especially 
the implementation of the current Operational Programme Enterprise and Innovation. In this 
context, finances will be allocated flexibly according to applicant interest. 

Implementation of the Information Locations for Entrepreneurs Project will also continue, the 
objective of which is to operate a centrally managed network of information locations within the 
scope of a nationwide network of contact locations of the Czech Chamber of Commerce for 
providing up-to-date and needed information for small and medium size enterprises. Emphasis 
will also be placed on enhancing communication with other civil service information systems and 
thus also further reduction in administrative burdens on entrepreneurs. Other steps will feature 
the restructuring of the network of information locations for entrepreneurs to achieve an optimum 
number of individual contact locations, and restructuring of the management system and 
organizational structure to ensure more effective monitoring and motivation of individual subjects 
participating in the project's implementation. 

In the upcoming period Czech Republic will also be developing the circulation of data from 
central civil service registers in so called CZECHPOINT and through a web order forms 
completed from personal computers it will increase the number of the demanded official 
documents from the present amount of three. 

In the area of financing, over and above the existing support from EU Funds, Czech Republic 
will fully implement support services in the areas of financial resources, internationalization, and 
access to science and research provided by community programmes, for example the Enterprise 
Europe Network, Czech Republic. 

In order to support the entrepreneurial environment and decrease the administrative burden, the 
Czech Republic is currently preparing comprehensive tax system reform. The main pillars of the 
reform will be income and property tax reform, reform of the tax system, and institutional reform. 

Within the scope of income tax reform, a common base for income tax, social security and 
health insurance will be introduced. The reform plans to eliminate inheritance and gift taxes. 
Attention will also be paid to support for R&D and having controlling companies locate 
themselves in the Czech Republic. The new tax code will define unambiguous terminology for 
the entire area of tax law, and will create a unified process for collecting all public revenue 
streams. From the viewpoint of institutional organization, the reform will bring the merger of four 
administrative systems (the tax and customs administrations, and the social security and health 
insurance administrations) into one collection location. The merger will take place in two phases. 
The effective date of the new measures is expected to be January 1, 2010. 
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Planned reform measures 
• The announcement of new calls for programmes for the support of small and medium size 

enterprises, 

• Continued implementation of the projects Information Locations for Entrepreneurs project, 
and CZECHPOINT civil service contact locations, 

• Implementation of support services in the area of financial resources in relation to community 
programmes provided, 

• Preparation of complex tax system reform. 
 

IG 16 To expand, improve and link up European infra structure and complete 
priority crossborder projects. 

 
Summary of adopted and implemented measures 

• As of today, 1009 km of freeways have been put into operation and railway transit corridors I 
and II have been modernized. This meets the pledge for construction and modernization of 
priority European projects within the scope of the TEN-T network (PP 22, 23 and 25), 

• In September 2007, the Czech government approved the Transport Infrastructure 
Construction Schedule for the 2008-2013 time period, which contains a list of the most 
important transport structures; this strategic plan will be updated regularly, 

• The first two waves of PPP projects are being implemented in the Czech Republic (a rail 
connection between the Prague airport and Kladno to the centre of Prague, and the Tábor – 
Bošilec segment of freeway D341), 

• Toll collection on selected roads for vehicles where total weight exceeds 12 tonnes has been 
taking place since January 1, 2007. 

 

CURRENT SITUATION 

Transport Infrastructure and ICT 

Though the rate of construction has increased, the Czech Republic still does not have a 
complete network of freeways, highways or modernized railway corridors. The existing road 
network is not in the proper technical condition as far as technical and safety parameters, road 
surface quality and structural state are concerned. Only 55% of Class I roads are up to 
standards, and many municipalities have not had ring roads built or had through roads 
optimized. 

The railway infrastructure also lags behind the railway networks of Western countries from the 
standpoint of speed parameters and technical quality. On top of this, continuing high operational 
staffing requirements are the cause of the overall high operational costs of railway transport. So 
far, modernization of railway transit corridors I and II has been completed, and the modernization 
of selected nodes is now taking place. 

Transport infrastructure will develop under the 2008-2013 Transport Infrastructure Construction 
Schedule approved by the government. A significant amount of development financing for 

                                                 
41 In the case of freeway D3 the PPP partnership is implemented as the construction, maintenance and operation of 
individual parts. 
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transport infrastructure comes from European co-financing via the Cohesion Fund and the 
European Regional Development Fund, based on the approved Operational Programme 
Transport; within the scope of this programme, a total of 5.8 billion EUR will be available for use 
during the period 2007-2013 (4.6 billion EUR from the Cohesion Fund and 1.2 billion EUR from 
the European Regional Development Fund). The Operational Programme Transport represents 
a 22% share of total EU financing, i.e. the Cohesion Fund and EU Funds. 

From the standpoint of sustainable economic growth, increasing the share of railway and water 
transport in the transport market and the development of combined transport have great 
significance for the development of transport. The share of railway transport in total transport 
volume (t) was 17.56% in 2006, and 17.63% in 2007. For inland navigation this share was 
0.36% in 2006 and 0.39% in 2007. The share of road transport was 80.10% in 2006 and 80.17% 
in 2007. In the case of rail transport, its share of overall transport output (tkm) was 22.76% in 
2006 and 24.17% in 2007. Their shares were similar in 2004 and 2005 as well. In recent years, 
then, the share of rail and water transport in the overall carrier market has remained more or 
less constant, with the lion's share going to road transport. 

One effective measure is the support of creation of inter-modal terminals and public logistics 
centres open to all operators and logistics service providers. The primary expected benefit of 
supporting multimode transport according to the principle of co-modality42 is the creation of 
conditions for greater utilization of rail and water transport, but also the improvement of 
conditions in the area of the optimization of logistical and distribution processes for small and 
medium size enterprises in the area of industry, trade and services. In this context, a Strategy for 
Public Financing of Logistics is being prepared, on the basis of which support programmes shall 
be designed. One of them shall be the Multi-Mode Transport Support Programme. Currently the 
Railway Spur Line Revitalisation Programme is being implemented within the scope of the 
Operational Programme Transport and if extended past 2009, the utilization of the Programme 
for support of business real estate and infrastructure is also being considered. Under 
preparation is also an amendment to Act No. 104/2000 Coll. on the State Transport 
Infrastructure Fund, according to which multi-mode transport terminals would be considered to 
be part of the transport infrastructure (see the AGTC Agreement, Decision No. 1692/1996/EC 
and No. 884/2004/EC), and it would thus be possible to utilize money from this fund to finance 
both the construction of terminals as well as logistics centres. 

Transport infrastructure must permit not only smooth connections to European industrial, 
business and residential centres, but transport users must also be offered a corresponding level 
of services within this infrastructure. From the viewpoint of Europe, attention is focused on a 
transport network of European significance, the trans-European TEN-T transport network, which 
includes not only transport infrastructure as such, but also transport control systems and 
localization and navigation systems. 

The main benefit of the implementation of intelligent systems and services is increased traffic 
safety, both in warning of dangerous situations and preventing them. Even though Czech 
transport infrastructure has not yet been wholly modernized, and some of its sections must still 
be built, telematic applications are gradually being deployed (e.g. main control centres in cities, 
applications that monitor traffic intensity or weather, as well as telematic applications for 
increased tunnel safety, etc.). 

Within the scope of deployment of telematic applications, a Euro-regional EU project named 
CONNECT is being implemented, whose goal it is to design a strategic plan for the development 

                                                 
42 "Co-modality: means the effective use of various types of transport operated independently or within the scope of 
multi-modal integration in the transport system, in order to achieve optimum and sustainable resource utilization. 
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and propagation of intelligent traffic systems and services in the TEN-T network in Central 
Europe. Work on the pilot eCall project (automatic emergency calling from vehicles) and on the 
EASYWAY project, which connects to euro-regional projects and concerns itself with traffic 
information systems is also progressing. 

The launch of partnerships between the public and private sectors 

The development of transport infrastructure is one of the key aspects of further economic 
development of the Czech Republic. However, a high-quality transport infrastructure is quite 
costly, which is why it is necessary to secure sufficient financing by utilizing relevant resources. 
One of these is also private capital. A partnership between the public and private sector can only 
be realised on the basis of a properly prepared legislative environment, which was the task of 
years gone by. An especially important step was the passing of the Policy of the Czech Republic 
on Public Private Partnership. Based on this, two waves of PPP projects are currently being 
implemented, related to the interconnection of Prague Ruzyně Airport and Kladno, and the 
Highway D3 project in the Tábor – Soběslav – Bošilec – Austrian border segment. 

The preparation of a suitable pricing system for the use of transport infrastructure 

Fair charges for the use of transport infrastructure stem from an application of the principles of 
"user pays" and "polluter pays". In the case of rail transport, the payment system is implemented 
for all train categories on all railway corridors. In the case of road transport, only selected roads 
currently have tolls associated with them and these are different for individual vehicle categories 
(time-based tolls for vehicles weighing less than 12 t, and usage tolls for vehicles 12 t and over). 

For road transport it will be possible to apply the principle of internalization of external costs by 
including toll charges and time-based fees for other vehicle categories. The preparation of the 
toll system in the Czech Republic was based on EC Directive 1999/62/EC (the so-called Euro-
vignette) on the charging of heavy goods vehicles for the use of certain infrastructures. This 
system applies to vehicles or tandem vehicles with a maximum allowed weight of at least 12 
tonnes and involves the calculation of tolls according to vehicle type and distance travelled while 
taking into account motor emission class and number of axles used. Starting January 1, 2007, 
toll charges apply to approximately 1000 km of highway, and from January 1, 2008 to another 
approx. 170 km of Class I roads; tolls will remain the same. 

Within this context, the following legislation has been passed in the Czech Republic: 

• Act No. 13/1997 Coll. on roads, as amended by No. 80/2006 Coll., 

• Notice No. 527/2006 Coll., as amended by No. 323/2007 Coll., 

• Government Decree No. 484/2006 Coll., as amended by 272/2007 Coll., 

• an amendment to Act No. 16/1993 Coll., on road tax. 43 

Amendments to legislation enable toll charges to internalise external costs in the area of road 
transport, with these charges being modified so that charges can be modified according to 
various criteria (like for example meeting EURO standards for motors, the time of day, which has 
an influence on congestion, and so on). 

                                                 
43 According to this amended act, vehicles newer than 36 months will have their road tax reduced by 48%, vehicles 
up to 72 months old by 40%, and vehicles up to 108 monhts old by 25%. Vehicles up to 12 tonees that have electrical 
motors, hybrid motors, use CNG or LPG fuel or E85 bio-fuel are exempt from road taxes. In the case of consumption 
taxes, payment does not apply to natural gas that is used for transport – per an amendment to Act No. 353/2003 Coll. 
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NEW PERIOD 2008-2010 

Transport infrastructure and ICT 

The foundation for development of transport networks for individual types of transport is the 
adoption of the 2008-2013 Transport Infrastructure Construction Schedule, which shall be 
updated regularly. Next, the Transport Infrastructure Development Plan will be produced with a 
time frame of 15 – 20 years, including a rough estimate of available funds as a basis for land 
use protection within the scope of the Land Use Development Policy and as a basis for further 
updates to the Transport Infrastructure Construction Schedule. Due to the financial demands of 
the entire process, further funds will be utilized in the coming years, especially private funds 
within the scope of PPP projects and money from structural funds accessible within the scope of 
the Operational Programme Transport. Tolls for the usage of the transport infrastructure itself 
will also be part of the entire system. 

In the coming years, it will be necessary to increase the network of highways and freeways from 
the current 1009 km to the planned 2130 km. By the end of 2010, 205 km of new highways and 
freeways will be in operation. An important task is the modernization of Class I roads, especially 
by the construction of new municipal ring roads or improving existing through roads. 

Modernization of the III and IV railway corridor commenced with the expectation of completion 
by 2017. Modernization of the Brno – Přerov track is planned as part of the TEN-T network. 
Railway tracks will continue to be gradually modernized in accordance with obligations stemming 
from international agreements, as well as other important countrywide routes, especially those 
included in the TEN-T network, and routes serving important industrial areas; the strengthening 
of cross-border infrastructural connections will also be an important task. The implementation of 
a high-speed railway system in the Czech Republic, which is to commence after 2017, is 
currently in its preparatory phase. It mainly requires intensive negotiations with neighbouring 
countries as well as the completion of corridors. Currently the design of a network of high-speed 
routes and their interconnection with the conventional rail network is being updated; 
documentation is also being prepared for the Land Use Development Policy, which is a 
prerequisite for the preservation and refinement of land use protection. 

The adopted measures are designed in such a way that all regions in the Czech Republic are 
connected to quality road and railway infrastructure in as short a time as possible. This will thus 
significantly increase the attractiveness of these regions both for an influx of investment and 
tourism. In the case of the road network, this means the completion of the basic highway and 
freeway network (about 1000 km remains to be completed), while in the case of railways, it 
means the finalization of four transit corridors including railway nodes, ensuring interoperability, 
etc. Other projects include the Brno – Přerov, Plzeň – Česká Kubice – (Bavaria), Hradec Králové 
– Pardubice, Praha – Mladá Boleslav – Liberec – (Poland) segments, and projects to increase 
the throughput of the selected segments, especially around Prague, if they are not included in 
the high-speed rail or railway corridor projects (including incomplete corridors having a total 
length of about 900 km). 

In the area of infrastructure of multi-mode transport terminals and public logistics centres, a 
Strategy for the Support of Logistics from Public Funds is being prepared, and within its scope 
also a Multi-Mode Transport Support Programme. Multi-mode terminals and public logistics 
centres will enable the optimum utilization of individual types of transport in regards to 
sustainable economic growth. 

In the area of ICT, a new INOTECH (Innovative Transport Technology Strategy) document has 
been produced, whose goal is to indicate the direction that the Czech Republic should take in 
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the area of innovative technologies in all types of transport and all its branches. Individual parts 
of this Strategy then represent a solution for the integrated development of telematics in all 
areas of transport. The following thematic areas are specifically dealt with: 

• Cross-sectional goals  that are necessary for financially healthy, competitive market 
development in the area of telematics and providing telematic services, 

• part T01 – Telematics on Roads  includes solutions for the development of 
telematics on higher-class roads and the improvement of the traffic situation in urban 
areas and in public passenger transport, 

• in chapter T02 – Development of Rail Transport , the Strategy then focuses on rail 
transport from the viewpoint of intelligent transportation systems, not only on the 
domestic parts of the trans-European rail network, but also on micro-corridor routes 
and rail crossing safety. 

• the last thematic area, T03 – Telematics on the Waterway Network , is devoted to 
the development of intelligent information systems in the waterway network. 

For the Czech railway network, which is about 2400 km long and is part of the trans-European 
railway network, the priorities are remote control of rail transport on main routes and the 
implementation of the European system of safeguards (ERTMS). 

In the area of road transport, the Czech Republic needs to gradually develop a transport control 
and information system, especially on the highway network. For the Czech highway and freeway 
network, it is also necessary to ensure language-independent traffic information for drivers. 

On the basis of Resolution No. 590/2008 of the Government of the Czech Republic, a new 
"National Traffic Information and Control Centre" (NDIC) is being completed in Ostrava within 
the scope of the Unified Traffic Information System (JSDI). At this centre, JSDI information is 
transformed into traffic information and further distributed via various channels to users (i.e. 
drivers or road management). One important distribution channel for language-independent 
information for drivers is the RDS-TMC system, which makes it possible to receive traffic 
information directly into an automobile. The broadcast system technology for the RDS-TMC 
service was completed within the scope of the Euro-regional CONNECT project, which was co-
financed with European funds for the trans-European transportation network (TEN-T). Broadcast 
of the RDS-TMC service from the National Traffic Information and Control Centre is provided 
with the participation of Czech Radio. The Unified Traffic Information System has not yet been 
completed, however more and more information and systems are being integrated, not only from 
those in the Czech Republic, but also from Austria and Germany. The exchange of traffic 
information with Slovakia is also in the negotiation phase. 

Emphasis shall be placed on the implementation of the pan-European system of automatic 
emergency calling from automobiles – eCall. Further development of a personal navigation 
system for vision-impaired and blind public transit passengers that is currently in use by dozens 
of transport companies shall be supported. 

River Information Services (RIS) shall continue to be implemented for water transport. 

The provision of telematic services shall be primarily under the aegis of the private sector. 
Nevertheless, there are applications, intended either for communication between public 
institutions and the private sector or between individual public institutions, for which a solution on 
the public sector level is necessary. The adaptation of applications thus ensures a 
comprehensive service for the end user. Otherwise, there is the danger that due to incomplete 
public sector infrastructure, it will not be possible to provide services at all, or only to a limited 
extent. This is why the public sector must also invest the necessary minimum into intelligent 
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transportation systems (ITS) in order to ensure any needed legal framework, international 
cooperation, and compatibility in the most important areas of these services. 

The public sector will financially support only those telematic applications that will lead to 
improved traffic management, increased traffic safety, a decrease in the negative impacts by 
traffic on the environment, and will contribute to the support of multi-mode transport and to the 
greater attractiveness of public passenger transit. The public sector will also support the 
development of emergency response technology to reduce the consequences of serious injuries 
resulting from traffic accidents. The road manager (or owner) plays an especially significant part 
in this process. 

In September 2007, along with Portugal and Spain, the Czech Republic signed a memorandum 
of understanding on the eCall emergency calling system, by which it pledged to actively support 
the timely deployment of this pan-European in-vehicle system, which sends information to local 
emergency agencies in the event of a traffic accident. According to the European Commission, 
member states should perform pilot tests of the eCall system in 2007-2008, and by 2010 
modernize their emergency response telephone centre infrastructure so that it is capable of 
receiving eCalls. In the Czech Republic, the eCall pilot project commenced in 2006 and was 
successfully concluded in December 2007. It became part of the European Union's common 
Euro-regional CONNECT project, whose goal is the coordination and development of intelligent 
transport systems and services (ITS – Intelligent Transport Systems and Services) on the trans-
European transport network (TEN-T). In the Czech Republic, the goal of this pilot project was 
primarily the verification of the ability to receive and display eCall data on the TCTV 112 test 
system (Emergency Call Centre) and its real-time transmission to other components of the 
integrated emergency response system – paramedics, the fire department and the police. The 
eCall solution developed and successfully tested in a national pilot project, will form the basis for 
eCall services in the live environment of the TCTV 112 system as soon as the relevant 
European standards for the service are issued. These will be binding for all member states that 
signed the Memorandum on the eCall service. The completion of the standardization process is 
planned for the end of 2008. 

The realization of a partnership between the public and private sectors 

In order to successfully commence PPP projects, it will be necessary to finish addressing some 
problematic sub-areas, such as: 

• discussions with the European Commission on the details of financing for projects 
where there will be a combination of co-financing from European Funds and a public-
private partnership, 

• some tax and accounting aspects of implementing PPP projects. 

The tax and accounting aspects include adjustments in VAT and corporate income tax, as well 
as the area of the nature of access fees, quantification of the financial risks for the state budget, 
or depreciation of assets. 

Under preparation as part of the first wave of projects, AirCon (Airport Connection) involves the 
connection of Prague Ruzyně Airport and the largest satellite city in the Prague metropolitan 
region, Kladno, to railway infrastructure facilitating rapid passenger interval transit. This project 
will provide interconnection with TEN-T networks (Prague Ruzyně Airport with the TEN-T railway 
network). This shall increase the competitiveness of Prague's airport within the Central 
European region, and will reduce the negative effects of intensive road traffic in the densely 
populated northwest sector of Prague. 

Included in the second wave is the Highway D3 project in the Tábor - Soběslav – Bošilec – 
Austrian border segment. Integrated segments of highways are suitable for PPP financing. 



 63 

Preparation of a suitable pricing system for the use of transport infrastructure 

Currently, final discussions are taking place with both the supplier and Czech specialists on the 
appropriate technology for Phase 2 of the implementation of road tolls, i.e. either a satellite 
system or its combination with a microwave system, as permitted by European Community 
Directive 2004/52/EC on the interoperability of electronic road toll systems in the Community. It 
should focus on the most important Class I roads. Newly built highways will continue to be 
equipped with microwave technology. Starting on January 1, 2009 the toll system will be 
expanded to include vehicles over 3.5 t. 

In order to improve the system and enable further expansion of the toll road network, testing of a 
hybrid system is currently taking place, i.e. a combination of microwave and satellite toll system 
technology; this will make it possible to include lower-class roads, which belong to regions, in the 
toll network. 

In order to ensure compatibility with other toll systems used in other European countries, the 
European Commission commenced preparations for toll system interoperability. In this context, 
the Czech Republic also commenced cooperation with Austria. 

 
Planned reform measures 
• Adoption of a Transport Infrastructure Development Plan with a timeframe of approx. 15 – 20 

years, 

• Completion of the highway and freeway network, from the current 1009 km to a planned 
2130 km, with 205 km of new highways and freeways to be opened by 2010, 

• Continuing the modernization of the III and IV railway corridor and construction of the Brno – 
Přerov track, modernization of the rail connection between Plzeň and Česká Kubice, and 
after 2017 also of the Prague – Liberec rail connection and a new high-speed rail system, 

• Refining the Strategy for Public Financing of Logistics, and within its scope also the Multi-
Mode Transport Support Programme, refining the Innovative Transport Technology Strategy, 

• In the case of PPP projects, resolving some tax and accounting aspects related to the 
implementation of these projects, 

• Construction of a microwave toll system on newly opened highway segments, 

• Starting on January 1, 2009 expanding the toll system to vehicles above 3.5 t. 
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V.  EMPLOYMENT 

 
 
CURRENT SITUATION 
 
Employment development 

In accordance with the goals of employment policies of the Lisbon strategy for the year 2010, 
the Czech Republic set its objectives for the year 2008 as follows: to achieve overall 
employment rate of 66.4 %, female employment rate of 57.6 % and employment rate for elderly 
workers (aged 55 to 64 years) of 47.5 %. 

In 2008, the employment attainted highest rates since 1996; starting with 2004 it has been 
increasing incessantly. Based on such development it can be presumed that the objectives set 
for the year 2008 in employment policy will be met and even exceeded. In the second quarter of 
the year 2008, overall employment rate achieved 66.6 %, female employment rate was 57.8 % 
and employment rate for elderly individuals (55 to 64 years) was 47.8 %. 

The growth of employment level is the result of a concurrence of the participation of strong 
generations in the labour market – people born at the turn of the forties and fifties and in the 
middle of the seventies - and of the prolongation of the age limit for retirement. On the other 
side, this growth is reduced by a fast increase in the number of university students. As for the 
structure of employment, employment relationships (employees and members of production co-
operatives)44 prevail. Their number increased to 4.2 million and their share in the overall 
employment - which is 84 % approximately - has been stable since the year 2005. The number 
of entrepreneurs increased as well with a total number of 807,900 persons. The share of 
entrepreneurs in the overall employment achieved 16.1 %, which is a bit lower than the EU27 
average (16.9 % for 2007).  

4.74 million individuals are employed on a full-time basis, representing 95.0 % of all the 
employed which is higher than the EU27 average (81.5%). This difference is even bigger when it 
comes to full-time employed women - 91.5 % of employed women in the Czech Republic 
compared to the EU27 average of 68.6 % (the latter figure being further lower for EU15 
countries where a higher percentage of women takes advantage of part-time employment). 
248,100 individuals (5.0 % of all the employed) are employed on a part-time basis, among whom 
women prevail (185,100 i.e. 8.6 % of all employed women). 248,100 individuals are employed 
on a part-time basis, most of them women (185,100, i.e. 8.6 % of all employed women). 

 
Unemployment development 

The number of unemployed measured using the ILO methodology45 reached 220,100 (out of 
which 117,000 were women) in the second quarter of 2008. On a year-to-year basis the 
unemployment rate decreased by 1.1 p.p. to a level of 4.3 %, i.e. the lowest level in the past ten 
years. The ratio of long term unemployed decreased to 48.7 %. However, it is still higher than 
both the EU27 and the EU15 average. 

                                                 
44 These individuals are members of a manufacturing, agricultural or another production co-operative and are active 
in such a co-operative. 
45 International Labour Organization – ILO 
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The decreasing trend of job seekers registered by Labour Offices also continued in the first half 
of the year 2008. On a year-to-year basis the number of job seekers was lower by 72,900 and 
the unemployment rate decreased by 1.3 p.p. A turn in the development of unemployment levels 
has been apparent since the second half of 2004 and the achieved unemployment level is the 
lowest since 1998. 

Based on the above mentioned trend, the number of vacancies registered by the Labour Offices 
has continued to grow. A total number of 151,900 vacancies, which is by 28,600 more than in 
June of the preceding year, were registered at the end of June 2008. This has been the highest 
number of vacancies reported to the Labour Offices since 1991, when such reporting started.  
Thus, in average each vacancy currently corresponds to 2 job seekers registered by Labour 
Offices.  

In the area of employment the Czech Republic primarily focused on solving the following 
shortcomings in the framework of adopted measures over the past period of 2005 to 2008: 

• Insufficient incentives for non-qualified or low qualified individuals to accept a job and 
maintain it, 

• Insufficient supply and extent of social services focused on the integration of individuals 
threatened by social exclusion, 

• Insufficient participation in the labour market by women-mothers, elderly citizens, 
individuals with low qualification and other disadvantaged and inactive individuals, 

• Insufficient level of professional and geographic mobility, 

• Implementation of a fully functional system of lifelong learning, in particular of further 
specialized vocational education and training. 

During the selection of priorities for the National Reform Programme, the main emphasis was 
placed on the feasibility of their implementation in the given period, on the expenditure 
frameworks set within the state budget and on the capability to assess individual measures. 
Another objective was to attain synergy between all of the abovementioned priorities. 

In the course of modernizing the labour market, social policy and employment policy, the Czech 
Republic acted in accordance with the principles of flexicurity. 46 It focused on the 
implementation of the four components of flexicurity, i.e. modernization of law regulated labour 
relations, active policy for employment services, and functional and physical mobility of 
workforce and modernization of social security systems. 

 

                                                 
46 The term flexicurity is a combination of flexibility and security. It represents a set of measures which promote 
flexibility of workers in response to changing needs on the labour market conserving and at the same time their 
security in the area of income and work conditions. 
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IG 17 Implement employment policies aiming at achie ving full employment, 
improving quality and productivity at work, and str engthening social and 
territorial cohesion. 

 
Summary of adopted and implemented measures 

• The first stage of reforms in the area of social policy in the framework of the reform of public 
finances facilitating an effective use of resources from public budgets for the implementation 
of the objectives of employment policy.  

 

CURRENT SITUATION 

Reform of social system 

On January 1, 2008, amendments to acts adopted in the framework of the 1st stage of the reform 
of public finances came into effect. The reforms were primarily focused on the reduction of the 
government deficit, the stopping of the growth of the government debt, on overall reduction of 
tax burden, on the reduction of administrative burden, on the strengthening of the effectiveness 
of government expenditure and on the reduction of the degree of their redistribution.    

The first stage of reforms in social area covered the whole area of social policy, i.e. life and 
subsistence minimum, state social support and social care, social services, insurance systems 
as well as employment policy. Automatic valorisation schemes were abolished (with the 
exception of pensions) in all social transfers. This means that in all systems, valorisation will be 
decided by the government after an assessment of economic and social facts and, 
subsequently, it will be presented to the Parliament of the Czech Republic for approval. In this 
way, conditions were created to prevent an uncontrolled growth of mandatory social expenses 
regardless of the state of public finances. 
 
NEW PERIOD 2008-2010 
 
In the period of 2008 to 2010 Czech Republic will continue to reform the social and pension 
systems as well as the labour market. The reform of the labour market, the objective of which is 
to increase the number of employed persons, is the key for ensuring economic growth and 
achieving a long term sustainable and balanced state budget. A flexible labour market 
generating new job opportunities is particularly important for maintaining and increasing the 
competitiveness of the Czech economy not only in the European, but also in the global markets. 
New social, benefit, pension and tax systems, programmes of active employment policy and 
lifelong education are the methods of how to ensure self-sufficiency and self-fulfilment for active 
labour market participants. At the same time, the system will ensure those who are 
demonstrably unable to work. 

In the period until the year 2010, the reform measures will focus on the fulfilment of the following 
objectives: overall employment rate of 70 %, female employment rate of 60 % and elderly 
workers (aged 55 to 65) employment rate of 50 %. 

The following objectives belong to the priorities for the years 2008 – 2010: 
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• to introduce elements in the system that will motivate citizens (threatened with social 
exclusion)  towards an active and fast solution of their adverse social situation and to 
inclusion in the labour market, 

• to endeavour to build a flexible and mobile labour market, including reconciliation of work 
and family life,  

• to simplify the regulation of the conditions for the access to the Czech labour market by 
qualified foreign workforce from the so called third countries, 

• to introduce a plan for the implementation of the strategy of lifelong learning, 

• to increase the motivation of employees and employers for participation in continuous 
education and training and 

• to improve the quality of workforce in accordance with labour market needs. 
 
Planned reform measures 
• To proceed with the reform of social and pension systems; 

• To take measures, in the framework of the labour market reform, aimed at an increase of the 
overall number of employed persons, which still represent concrete measures of active 
employment policy. 

 
 

IG 18 Promote a life-cycle approach to work. 
 
Summary of adopted and implemented measures 

• Increase of incentives for longer labour market participation in accordance with the National 
programme of preparation for ageing of population for the period of  2003 to 2007; 

• Implementation of changes to the pension system in the framework of the social reform.  
 
CURRENT SITUATION 

In accordance with the strategy of active ageing contained in the document ”National 
programme of preparation for ageing of population for the period of 2008 to 2012“, the Czech 
Republic increased incentives for retaining older workers on the labour market. The endeavour 
to prolong work life is based, first of all, on the fact that the adaptation of qualification and 
education potential of persons must be started as soon as possible and also on the fact that 
unemployment affects, in the first place, older workers with low qualification, persons in pre-
pension age and elderly workers in regions where the level of unemployment is above the 
average. 

The National programme of preparation for ageing of population for the period of 2008 to 2012 
tackles the necessity to increase the supply of life learning and its accessibility (including issues 
related to its financing) as well as problems of long-term sick leave and disability, age 
discrimination, awareness of persons in retirement age about employment possibilities, the 
reconciliation of family and work life in connection with care for seniors and disabled persons. 

 

The first measures changing the pension system were taken in the framework of 2007 social 
reform. This is, first of all, the possibility to receive half the old-age pension simultaneously with 
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an increase of percentage for the assessment of pension for a defined number of days worked, 
if the worker continues in employment following the day when he is entitled to receive old-age 
pension. Another measure was the cancellation of the time limit set for the existence of an 
employment relationship (profitable activity) in the case of concurrence of the receipt of an old-
age pension and an income from employment (profitable activity). The same treatment for 
working pensioners as the one existing for the other workers was introduced in addition to 
claiming the tax allowance. The above mentioned tax allowances should manifest themselves 
positively first of all in the next stages of the planned reform of the pension system. 
 
NEW PERIOD 2008-2013 
 
Reconciliation of work and family life 

Measures focused on the reconciliation of work and family life will be conceived in accordance 
with the objectives of the National conception of support to families with children. They are 
characterized by a shift from an aid in the form of benefits towards other forms of a flexible 
support to families.  

The proposals are focused on an increase of incentives for the founders of nurseries to adapt 
their opening hours to the needs of working parents, on an increase of incentives for the 
employers to establish nurseries and children corners at workplaces, on subsidies for the 
education of employees on parental leave and on a more frequent use of flexible work forms. 

Financial resources from the Operational Programme Human Resources and Employment will 
be utilized to support the creation of a pro-family environment at workplaces in the framework of 
the area of Support for equal opportunities for women and men and reconciliation of work and 
family life in the framework of 2007 to 2013 budgetary cycle. 

In the area of care for children, including care for children by a non-parental person, there are 
steps taken in the framework of reforms to expand the spectrum of individual services by an 
innovative approach to this subject. The so called Pro-family package contains the following 
proposals:  

• Modification of the conditions for the services of care for children as an entrepreneurial 
activity in the form of a trade. This proposal is focused, first of all, on physical persons 
(women) of more than 50 years of age who are threatened, to a higher degree, by 
unemployment, and this modification will help them to start business in this area. 

• Introduction of the institute of mutual parental aid, i.e. the possibility to use own 
parenthood for watching over children of other parents on the basis of clearly defined 
conditions for the development and function of a legal relationship, the subject of which 
will be care for children placed in trust. 

• Introduction of services of the institute of a mini-nursery, i.e. services provided on a non-
commercial basis, generally by the parent’s employer at his/her workplace or by non-
profitable entities or municipal and regional authorities which are obliged, in the 
framework of their self-governing function, to care for the needs of their citizens. 

• Introduction of tax allowances for employers providing or subcontracting care for children 
of their employees, e.g. by establishing a mini-nursery, classic company nursery or in the 
form of subcontracting this service from a third entity (an entrepreneur). 

• Strengthening the motivation of employers to employ parents caring for children on the 
basis of a part time job, e.g. by offering them a reduction of premiums for social security 
and a reduction of the unemployment contribution paid by the employer.  
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• Strengthening the father’s role in the care for children by introducing a new illness 
benefit47 for the period after the birth of the child until 6 weeks after birth, for the time of 
seven calendar days. The amount of this benefit for a calendar day will be 70% of the 
daily basis of assessment. 

 
In the area of education, the life-cycle approach to work will be supported in the framework of 
the project “Development of key competences in non-formal and informal learning”, an integral 
part of which will also be the verification and recognition of the results acquired in such learning. 
A better access for young people to quality information will be ensured through the “Conception 
of information centres for youth”, on the basis of which the “National information centre for youth” 
will be established in Prague by the end of the year 2008. The planned project the “System of 
work with talented youth” will ensure support for developing a professional career by young 
people. Modernization of the system of competitions for talented youth will also be proposed in 
addition to the creation of a system for working with talented youth. 
 
Planned reform measures 
• Implementation of objectives in the framework of the National conception of support to 

families with children; 

• Use of resources from the Operational Programme Human Resources and Employment for 
the support of projects concentrated on the creation of a pro-family environment at 
workplaces; 

• In the area of services of child care, implementation of measures contained in the so called 
Pro-family package; 

• In the framework of the building of a professional career by young people, implementation of 
projects in the area of education, i.e. non-formal and informal education, access to quality 
information or, e.g. care for talented youth. 

• Realization of objectives in the framework of the National programme of preparation for 
ageing for the period 2008 to 2012. 

 

IG 19 Ensure inclusive labour markets, enhance work  attractiveness, and make 
work pay for job-seekers, including disadvantaged p eople, and the inactive. 

 
Summary of adopted and implemented measures 

• Use of financial resources from the European social fund through the Operational 
Programme Human Resources Development and through the Unique programme document 
for the capital city of Prague; 

• Implementation of objectives set in the Action plan for the support to families with children 
2006-2009; 

• Implementation of amendments to acts in social area. 
 

CURRENT SITUATION 

In accordance with the European employment strategy and the recommendations of the 
European Council, the employment policy of the Czech Republic was also focused on the 

                                                 
47 The so called father’s weekly leave. 
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solution of the situation of those furthest away from the labour ma rket . In the period 
2005 to 2008, a decrease in the number of handicapped persons was observed (approximately 
to 60.000 persons), persons of more than 50 years of age (approximately to 96.000 persons), 
women (approximately to 167,000 persons). A positive development in the number of young 
people up to 25 years of age was also observed (approximately 45,000 persons) and long-term 
job seekers (for more than 12 months), whose number decreased to 113,000 persons. 

Since 2007, unemployment has decreased in all the regions and districts of the Czech Republic. 
Inequalities in regional unemployment also decreased significantly, i.e. between the regions with 
the highest and the lowest unemployment rate. While such a difference amounted to 12.2 p.p. at 
the end of 2005, it decreased to 7.3 p.p. as of June 30, 2008.   
 
Such positive results were also influenced by the implementation of projects in the framework of 
the Operational Programme Human Resources Development a nd of the unique 
programme document for the capital city of Prague . The priority measure “the Strengthening 
of active employment policy when employing job seekers” which is aimed at helping to remove 
barriers on the labour market and helping people to get a job or to increase employment levels 
was implemented within this operational programme. Another measure was “the Integration of 
specific groups of population threatened by social exclusion”, the target groups of which were 
members of Roma communities, handicapped persons, older persons and young people up to 
25 years, without qualification or with a low level of qualification. Support was also provided in 
the framework of the measure “Equal opportunities for women and men in the labour market”.  

 
The implementation of the Action plan for supporting families with childr en 2006 – 2009, 
which was focused on the strengthening of the position of families in the society, on the creation 
of favourable conditions for families and on facilitating a more advantageous reconciliation by 
citizens of their professional and parental roles, also continued. In 2008, a more effective 
financial support to motherhood and parenthood in the social security system and changed the 
mode of the effective tax support to different types of families was introduced. The duration of 
receipt of financial maternal benefits by married and single mothers was also unified. In addition, 
three types of parental benefits with the possibility for the parent to select the amount of the 
benefits and the duration of their receipt as well as the time for the return to work were 
introduced. An amendment to the Trade Act of July 2008 simplified the provision of services of 
child care in the form of a trade (entrepreneurial activities), which will facilitate the extension of 
the circle of persons interested in this type of activities.   

In the past period, attention was also dedicated to the increase of incentives for low-income 
groups  to accept jobs, either by an increased financial motivation or on the other hand by 
making the conditions for persons to claim social benefits tougher. Executed also were 
amendments to laws in social area (on aid in case of material poverty, on life and subsistence 
minimum, on state social benefits). These amendments helped to reduce long-term dependence 
on social benefits and, in particular, they contributed to a distinctive decrease of the number of 
their recipients. In the year 2007, the number of recipients decreased to 47 % of the level of the 
year 2006 and such a trend also continues in the year 2008. Noticeable savings in budgetary 
expenditures were also observed. In the year 2007, expenses on social (poverty) aid decreased 
by more than a half.  
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NEW PERIOD 2008-2010 
 
In the framework of the second and third stages of the social reform, measures in social 
benefit systems  are planned with the aim to interconnect the labour market with the system of 
aid in material poverty. Changes, which should come into effect in the year 2009, first of all 
concern the amount of the contribution for living and the methods of payment of the benefits of 
aid in material poverty. The objective of the changes is to give an advantage to persons who 
really try to increase their income by own work, i.e. those who hold an employment contract or 
are included in the measures of active employment policy (they have engaged in works of public 
interest or in a short-term employment) or carry out voluntary activities for the town or village or 
in interest of the town or village. In the case of the other persons, it is planned to reduce the 
amount of the contribution to the level of the subsistence minimum.  

The problem of the ageing of population will be solved in the Czech Republic by a change in the 
system of social, health and other services for sen iors.  This change includes the transfer of 
unnecessary bed capacities in hospitals to specialized geriatric departments and the introduction 
of new social services for seniors (establishment of daily specialized centres). The quality of 
care will be based on higher quality standards and, at the same time, it is planned to engage in 
the care for seniors, to a greater extent, their families and relatives. Measures in this area will 
also focus on higher effectiveness of the financial resources used, on preventing their leakage 
from the system, on the accessibility of the different types of services including provision of 
information and advice and on prevention of social exclusion.  

 
Improvement of flexibility and mobility in the labo ur market  is the purpose of the 
amendment to the Employment Act which should become effective on January 1, 2009. The 
amendment is focused on those furthest away from the labour market and its objective is to 
increase their motivation for accepting employment, in particular by severe the conditions for the 
granting of benefits tougher. This amendment is an integral part of the modernization of the 
system of social benefits which is aimed, among others, at facilitating the transition of inactive 
and unemployed persons to the labour market. In addition, a Programme for the support of 
integration of Roma community and a Programme for the support of Roma students in 
secondary schools is prepared for the new period. It will be possible to present projects for 
inclusion in such programmes twice a year, on the basis of repeated calls for presentation of 
projects. 

 
Another measure aimed at helping to increase flexibility in the labour market is the introduction 
of important incentives for the employers to create part time jobs.  One of the discussed 
possibilities for such an incentive is a reduction of the social security48  premium. The targeted 
group are citizens furthest away from the labour market or with a difficult access to employment. 
This is the case of persons of a low qualification or without qualification, i.e. persons with a low 
income from work as well as parents with small children, handicapped persons, older workers of 
pre-pension or pension age and, last but not least, students of secondary schools and higher 
education establishments who leave the education system. 

                                                 
48 This proposal is, for the time being, in the stage of preliminary considerations and discussions. 
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Planned reform measures 
• Changes in social benefit systems in the framework of the second and third stages of the 

social reform; 

• Restructuring the system of care for seniors; 

• Amendment to the Employment Act, the aim of which is to increase motivation for seeking 
and accepting a new job; 

• Measures of incentives for employers to create part time jobs. 
 

IG 20 Improve matching of labour market needs. 
 
Summary of adopted and implemented measures 

• Use of European employment services (EURES) and creation of partner networks with 
neighbour countries; 

• Project of green cards for the liberalization of the conditions for migration of workers. 
 
 
CURRENT SITUATION 
 
European Employment Services EURES49 are used to increase mobility of employees  in the 
Czech Republic; they are implemented as standard services in all the Labour Offices. EURES 
CR actively develops cross-border EURES-T partnership, which is aimed at facilitating mobility 
of workers over the borders. In 2006, the European co-ordination committee (EURESco) 
recognized officially the partnership Bohemia-Bavaria and in 2008, the partnership EURES-T 
Beskydy (Czech Republic-Slovakia-Poland). The EURES-T TriRegio partnership (Czech 
Republic-Poland-Germany) is exerting efforts to be recognized. Co-operation on the basis of 
partnership also develops with Austria. At the same time, EURES CR responds flexibly to 
shortages of workers in EU states, in the European Economic Space and in Switzerland and has 
expanded its information and advisory services for clients from third countries. 
 

At present, Labour Offices in the Czech Republic register more than 150,000 vacancies. The 
growth in the number of trained and re-qualified job seekers is not sufficient for satisfying the 
demand of employers. Therefore, they try to get workforce from abroad. With regards to this the 
conditions for working migration  were  liberalized in the project of green cards by its 
inclusion in an amendment to the Employment Act. The presumption is that it will come into 
effect on January 1, 2009.      

The objective of such a proposal is to simplify the granting of work permit and residence permit50 
in the Czech Republic first of all for qualified workers (with secondary education and certificate of 
apprenticeship), for highly qualified workers (with diploma from a higher education 
establishment), for the category of management and the so called key staff.  
 

                                                 
49 European Employment Services – EURES. 
50 The so called dual character of green cardset. 
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NEW PERIOD 2008-2010 
 
There is a plan to increase the selection of services through the web interface and information 
call centres in the framework of modernization of the services  provided by Labour Offices. 
These services will be interconnected with the project under preparation of the so called zone 
advisory services and mediation of jobs. The objective of the project is to accelerate the 
identification of job seekers according to the degree of their preparation to start to participate in 
the work process. This will make the whole system more effective.  

A central register of vacancies  for green card holders will be established in connection with 
the green cards project. Necessary data will be automatically transferred to this register from the 
register of all job vacancies with the employer’s consent following 30 days from the day that they 
are reported. The system is aimed at significantly accelerating the entire process of seeking the 
appropriate qualified workforce. It will thus contribute to increase mobility on the labour market 
through the removal of the existing administrative obstacles.  

Planned reform measures 
• Modernization of the services of the public institution of the labour market and 

implementation of a project of zone advisory services; 

• Establishment of a central register of vacancies in connection with the green cards project. 

IG 21 Promote flexibility combined with employment security and reduce labour 
market segmentation, having due regard to the role of the social partners. 

 
Summary of adopted and implemented measures 

• A  technical amendment to the Labour Code promotes a higher contractual freedom in the 
law regulated labour relations; 

• Promotion of training and re-qualification of job seekers; 

• Use of financial means in the framework of the Operational Programme Development of 
Human Resources. 

 

CURRENT SITUATION 

In accordance with the conception of flexicurity, the Czech Republic has continued increasing 
contractual freedom in the law regulated labour rel ations as well as flexibility in the 
labour market . The objective of the measures is to facilitate, to a greater extent, conclusion of 
agreements on deviations from the general regulations contained in the Labour Code, either 
contractually or by an internal regulation introduced by the employer. A so called technical 
amendment to the Labour Code, which ensured its linkage to other legal regulations, was 
prepared relative to this. Some legislative technical shortcomings (technical part of the 
amendment) were removed through this amendment to the Labour Code and changes which 
resulted from the agreement of social partners and from changes originated by the needs of 
practice were also introduced in the Labour Code.  
 
The system of training and re-qualification of job seek ers  also belongs to the methods used 
in the Czech Republic for the promotion of workforce flexibility on the labour market. This system 
represents the basic instrument for the solution of the structural character of the Czech 
employment. Interest in training and re-qualification programmes has been increasing 
constantly. In 2007, more than 63,000 persons were registered in such programmes. 
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Financial resources from EU Funds through the Operational Programme Development of 
Human Resources  also contributed to an increase in professional mobility. This is the case, in 
particular, of projects in the framework of the measure “Development of continuous vocational 
education and training” and “Increase of adaptability of employers and employees to changes in 
economic and technological conditions, support to competitiveness”. 

 
NEW PERIOD 2008-2010 
 
In the new period 2008 to 2010, the Czech Republic will continue increasing flexibility and 
mobility on the labour market by modernization of the law regulated labour relations . As 
mentioned above, this will primarily be ensured by the liberalization of the Labour Code aimed at 
facilitating, to a greater extent, execution of agreements on departures from the general legal 
regulations, battle against undeclared work, reduction of non-wage labour costs, (i.e. of the 
contributions to social security), prolongation of the age for retirement and also flexibility in 
retirement. Other measures will be aimed at promoting reconciliation of work and family life (i.e. 
development of part time jobs and innovative forms of care for children) and removal of 
obstacles to the access by qualified foreign workers to the Czech labour market. Further 
measures for the preparation of a more extensive conceptual amendment to the Labour Code  
will be taken in the area of law regulated labour relations. Changes will concern, first of all, the 
duration and development of trial period, labour relations for a definite time period, severance of 
labour relations by notice served by the employer, work time or e.g. notice period. 

Planned reform measures 
• Implementation of further measures concerning modernization of the law regulated labour 

relations; 

• Amendment to the Labour Code regulating the contractual relations between the employee 
and the employer. 

IG 22 Ensure employment-friendly labour cost develo pments and wage-setting 
mechanisms. 

 
Summary of adopted and implemented measures 

• Reduction of mandatory non-wage labour costs in the framework of social system reform. 
 

CURRENT SITUATION 
 
As far as collective wage bargaining in the Czech Republic is concerned, its extent is lower than 
in the other EU states. This is due to the fact that collective bargaining agreements apply to half 
the total number of employees and that obligatory sectorial and regional tariff agreement are 
missing. As a result, the employers practice independent wage policy, within the framework of 
the existing legal regulations. They can appreciate differently identical or comparable jobs, 
taking into account the situation existing in the labour market. Nevertheless, wage discrimination 
by a single employer is prohibited explicitly by law51.  
 
As far as mandatory non-wage labour costs  are concerned, their level was reduced by the 
introduction of caps on social security premium payments of and caps for health insurance 
                                                 
51 Act No. 65/1965 Coll. Labour Code 
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premiums (introduction of a single maximum basis of assessment) in the 2007 social system 
reform. This measure also enhanced the competitiveness of employers and created more 
advantageous conditions for the employment of educated and qualified workforce, experts and 
foreign specialists. 
 
NEW PERIOD 2008-2010 

In connection with the endeavour to further reduce mandatory non-wage cost of work starting 
from January 1, 2009 illness insurance premium paid by the employer and by the employee will 
be reduced by 1 p.p. and 1.5 p.p. respectively. 

 

Planned reform measures 
• Reduction of illness insurance premium paid by employees by 1.5 p.p. starting from 1 

January, 2009. 

• Reduction of illness insurance premium paid by employers by 1.0 p.p. starting from 1 
January, 2009. 

 

IG 23 Expand and improve investment in human capita l. 

 
Summary of adopted and implemented measures 

• A project on “Support to the development of partnership of schools and enterprises” aiming 
at an increase of the quality of specialized education and training in the Czech Republic 
(Partnership and quality) was prepared and processed; 

• An amendment to the Education Act aimed at creating conditions for a maximum linkage 
between specializations was prepared; 

• The Act No. 179/2006 Coll., on verification and recognition of the results of continuous 
education and training, came into effect in August 2007; 

• Completion of the preparation of 133 programmes of continuous education and training in 
the framework of the project “Recognition of the results of non-formal education and informal 
training”; 

• The “Strategy of the Czech Republic for lifelong learning which represents an overall 
conception in this field of learning was approved in July 2007. 

 
CURRENT SITUATION 
 
Promoting co-operation of employers, employees and specialized vocational institutions 
 
a system of co-operation with social partners on the basis of specialized groups, in particular in 
the process of preparation and issue of framework education programmes for vocational 
education and training was created already within the 1st stage of the curriculum reform. Such 
system of co-operation was also used in the 2nd stage of the curriculum reform. Currently, when 
we have a discussion on how to solve problems arising from a reduction of the number of 
students starting study in secondary schools and the related problems of how to satisfy the 
needs of the labour market, the importance of this system of co-operation is yet again confirmed. 
The importance of sectorial councils increases in the area of continuous learning. 
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A system project “Promotion of development of partnerships between schools and enterprises” 
aimed to increase the quality of vocational education and training in the Czech Republic, 
abbreviated as “Partnership and quality” was elaborated within the Operational Programme 
Development of Human Resources for the purpose of promoting co-operation of schools with 
employers. This project, the objective of which is to enhance the quality of education in schools 
and educational establishments, responds to the needs of schools and other providers of 
educational services. The development of partnership with enterprises and firms is especially 
important in connection with the implementation of the curriculum reform – i.e. with the 
creation of education programmes and the preparatio n of their use in practice . Another 
field is the development of partnership with enterprises and firms in the application of new 
possibilities by the educators as part of the gradual fulfilment of the National Qualification 
System. Last but not least, the project responds to the need to develop partnership with 
enterprises and firms in connection with initiatives coming from the EU, especially in connection 
with the implementation into practice of the European qualification framework – EQF – and 
European Credit System for Vocational Education and Training - ECVET. 

Representatives of employers participated, as members of examination boards, in final 
examinations  in specializations, in which secondary education with certificate of 
apprenticeship is provided. It is important that employers co-operated in the determination 
of assignments for the final examination in the project QUALITY I and in the preparation of 
the proposal for a new conception of the final examination. 

A complex information system on education selection www.infoabsolvent.cz was created 
as part of an integrated system of counsel within the system project VIP52 Career for the 
area of activities focused on graduate vocational application  and job selection. 

The priority of such co-operation is also promoted each year within the announcement of 
development programmes for public higher education establishments. Starting from the year 
2008, the co-operation of higher education establishments and the industry will be an important 
priority in the Operational Programme Education for Competitiveness.  
 
 
 
Improve inter-connection of initial and continuous education and training 
 
In the Education Act, the system of education is formulated in such a way so as to ensure 
horizontal and vertical linkages  from primary education to higher vocational education.  

An amendment to the Education Act was proposed with the aim of a further improvement of 
vertical and horizontal linkages between specializations in secondary education and with the aim 
of including in it persons who are still away from the education system. Its objective is, among 
others, to create conditions for the highest possible linkages between specializations, i.e. to 
make possible the existence of such specializations in the follow-up study that are not derived 
from the specializations existing in the four-year study.  

The Act No. 179/2006 Coll., on verification and recogni tion of the results of continuous 
education and training came into effect in August 2007. In this connection, there were 
prepared, in the framework of the system project  “National Qualification System“, by the end of 
the year 2007, qualification standards for 110 full qualifications and for 325 partial qualifications 
as well as standards for the evaluation of 105 full qualifications and for 320 partial qualifications. 

                                                 
52 Education, information, advice. 
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In the project “Recognition of the results of non-formal education  and informal learning“  in 
the networks of schools providing services of education and training to adults, there were 133 
programmes of continuous education and training elaborated, about which the social partners 
elaborated a total of 266 expert opinions. The schools participating in this project became, in the 
course of the implementation of the project, local centres for the recognition and lifelong 
learning. They serve as contact places for the public; provide information on the offer of 
continuous education and training and career advice for adults. Schools are more opened to 
public this way and establish contacts with other social partners, local authorities and citizens.  

In July 2007, there was approved the “Strategy for lifelong learning in the Czech Republ ic”  
which was the result of work by a wide team made up of representatives from the decision 
making sphere, specialized pedagogical public and the main social partners. This strategy is the 
basic document for all the general and partial concepts and policies in this area and represents 
a complex concept of lifelong learning based on the vision to give to all population groups, in the 
course of their entire life, opportunity to get and have recognized such a qualification which is 
usable on the labour market and to improve key competences needed for success in work, civic 
and personal life.  

At present, work groups formed for the different sectors of lifelong learning (initial, general, 
specialized, tertiary and other), are engaged in the preparation of the implementation of 
measures defined in the Strategy The implementation of the Strategy for lifelong learning in the 
CR will be the most demanding stage; it will be financed from the projects implemented in the 
framework of the Operational Programme Education for Competitiveness, e.g. through the 
individual system project “Conception of continuous education and training”. 

 
NEW PERIOD 2008 - 2010 
 
Promoting equal opportunities in education and training 
 
The measures will be focused on the support to disadvantaged children, pupils and 
students and disadvantaged youths. The objective of these measures is specifically to 
promote inclusive policies in education and training, to prevent the departure of the above 
mentioned disadvantaged groups from the main stream of education and training. 
 
The activities of Czech Republic will be focused on the area of pre-school, primary and 
secondary education, on the area of education of pedagogical workers and on an improvement 
of the awareness of the parents of disadvantaged children, pupils and students about the 
possibilities of education and training for their children. The support will be directed towards the 
development of a complex childcare, the implementation of programmes aimed at levelling 
disadvantages in the course of the obligatory school attendance, e.g. in the form of monitoring 
and tutoring. Another key area of support will be pre-graduate and post-graduate preparation of 
teachers and work with the families of disadvantaged children. Such objectives should be 
fulfilled, among other, through individual national projects and projects implemented in the 
framework of the Operational Programme Education for Competitiveness. Another method for 
meeting these objectives is to implement tasks arising from the “Conception of early childcare 
from socially-cultural disadvantaged conditions”.  
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Elaboration of a long-term conception of the Ministry of Education, Youth and Sports in 
the area of gender equality in education, science and research 
 
The objective of this priority is to elaborate a strategy of the Czech Republic aimed at ensuring 
inclusive policies in education from the point of view of equal opportunities for women and 
men  and effective strategies of lifelong learning. This concept will be the basic document for 
setting and implementing a long-term framework of education focused on ensuring equal 
opportunities for women and men in the access to economic activities, increase of the degree of 
competitiveness of women on the labour market, balancing of the social status of women and 
men caring for children and family members in need. The concept will promote the introduction 
of gender sensitive teaching at schools.  
 
The concept will concentrate on the area of education of pedagogical workers for a gender 
sensitive teaching of children, pupils and students. Furthermore, it will concentrate on creating a 
spectrum of educational qualification and re-qualification programmes to facilitate job seeking by 
women and also on creating an offer of education for girls, women, boys and men in those 
specializations, which are not considered as typical for them from the gender point of view. 
Support to women in science and research and in investigation in the area of social phenomena 
leading to gender based discrimination will also be provided. 
 
 
Promoting participation of adults in continuous learning 
 
In addition to system instruments mentioned in the part on implementation of the Strategy for 
lifelong learning, measures aimed at increasing the participation of adults in continuous learning 
through the development of an incentive system for the users of such a form of education. This 
priority, which is aimed at the deepening and increasing of the qualifications of adults, is an 
integral part of the Operational Programme Education for Competitiveness for the period 2007-
2013. The project titled “Promoting individual learning of citizens”  has the objective to 
increase the quality of continuous learning in the form of support to general and specialized 
competences of the inhabitants of the Czech Republic, in particular in the area of language 
skills, MCT and entrepreneurial skills. 
 
Another measure based on the Strategy of lifelong learning, will be the evaluation of an 
analytic study  which will map the amount and cash flow of financial resources spent on the 
area of continuous education and training, the use of financial resources of the “Active policy of 
employment” and of the European Social Fund spent on the area of continuous education and 
training. On the basis of the executed analyses a system of financing of continuous 
education and training  both for specifically disadvantaged groups in the labour market and for 
the other citizens without any specific disadvantage will be proposed with an outlook to an 
increase of the degree of participation in continuous education and training. The National 
Qualifications System, which makes it possible for the citizens to acquire certificate on the 
recognition of a partial qualification, which qualifies them to execute a part of a profession, also 
contributes to an increase of motivation for people to engage in continuous education and 
training. 
 
Promoting co-operation of educational institutions and enterprises/employers 
 
This priority has been already implemented in the framework of the preceding period 2005-2008, 
being a priority which steps in all the levels of education. There were identified examples of co-
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operation not only in the curriculum reform, first of all in secondary education, but also in the 
case of co-operation of higher education establishments and enterprises through transfer of 
knowledge and innovations. The partnership between schools and enterprises/employers also 
became one of the three priorities in the area of education for the Czech p residency of the 
European Union Council. The Czech Republic will continue using financial means from 
European Union Funds of the within the framework of the approved Operational Programmes 
Education for Competitiveness and Research and Development for Innovations. 
 
Planned reform measures 
• Implementation of projects in the framework of inclusive policies in education and training 

which will help to promote equal opportunities in education and training; 

• Elaboration of the strategy of the Czech Republic for promoting equal opportunities of 
women and men in the area of education and training; 

• Implementation of the project “Support to individual learning by citizens” with emphasis on an 
increase of the demand for continuous learning, in particular in the area of language skills 
and information and communication technologies; 

• In the framework of the support to co-operation of higher education establishments and 
enterprises, implementation of projects using the financial means of the Operational 
Programme Education for Competitiveness. 

 

IG 24 Adapt education and training systems in respo nse to new competence 
requirements. 

 
Summary of adopted and implemented measures 

• A reform of teaching programmes according to “Framework education programmes” for 
different levels of the education system in the framework of a complex curriculum reform; 

• Announcement of a pilot development programme in the year 2006 for the support to an 
increase of interest of talented youth in the study of technical and natural science disciplines; 

• Another programme aimed at helping to increase the number of potential students in the 
system of tertiary education was implemented subsequently (in the year 2008) for promoting 
equal opportunities for admission to a higher education establishment and study in this 
establishment including advisory services, there. 

 
CURRENT SITUATION 
 
Implementation of curriculum reform 
 
Education programmes according to the Framework curriculum for pre-school education  
were completed in all the nurseries. Teaching according to such curriculum started in 
September, 2007. Methodological aid focuses, first of all, on an innovated work with pupils and 
on processes of auto-evaluation of schools. 

A two-year period designated for the creation of education programmes according to the 
Framework curriculum for primary education  and according to its annex, designated for 
education of pupils with a light mental dysfunction was completed in the year 2007 in primary 
education. Starting from September 2007, overall teaching according to such education 
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programmes started in the first and sixth years of primary schools or in the first years of eight-
year grammar schools.  

In connection with primary education, it is necessary to mention steps taken in support of the 
curriculum reform in the area of basic art schools. The first working version of the Framework 
curriculum for art fields of study for basic art education, according to which selected basic art 
schools started creating their own education programmes, was created in 2007.   

The Framework education programme for grammar schools  and the Framework education 
programme for grammar schools with sport preparation were issued in the 1st stage of the 
curriculum reform. A two-year period in which grammar schools will prepare their education 
programmes, on the basis of which they will start teaching no later than in September, 2009 
started in September 2007.  

In addition, there were 61 Framework education programmes for specializations of 
vocational education issued, which substitute the original teaching documents. A two-year 
period in which secondary schools teaching such specializations will prepare their education 
programmes according to which they will start teaching no later than in September, 2009 started 
in September 2007.  

The curricular reform continued with its 2nd stage, in the course of which there were 82 
Framework education programmes for specializations of vocational education issued. In 
September 2008, there started a two-year period, in which secondary schools teaching such 
specializations, will prepare their education programmes for their subsequent implementation not 
later than from September 2010.  

Currently under way is the preparation for the issue of framework education programmes in the 
framework of the 3rd and 4th stages of the curriculum reform.  

Methodological and advisory activities  are available for all types of schools; targeted 
education of teachers is implemented; an education programme was prepared for lecturers 
about the creation of curriculums. The quality of such programmes is monitored and evaluated 
by the Czech school inspection.  

The main methodical portal is www.rvp.cz, which is administered by the Pedagogical research 
institute. It contains information from abroad, numerous moderated discussions, a domain of 
teaching materials, references to education events and other information. 

 
Easing access to higher vocational and tertiary education 
 
One of the key indicators monitored at the level of the European Union is the number of students 
in technical and natural science disciplines. A pilot programme for the support to the increase of 
interest of talented youth in the study of technical and natural science disciplines  was 
announced in the year 2006. It met with a good response and continued, in the framework of 
centralized development projects, also in the year 2007. In the year 2007, a total of 10 projects 
presented by eleven higher education establishments were supported from these projects and 
the amount of the support was more than CZK 17 million.  

 
In 2008, such development programmes were continued with a programme for the support of 
equal opportunities for the admission to a higher education establishment and study in it, 
including advisory services. For the year 2009, two development programmes have been 
announced with the objective to extend and facilitate access to tertiary education. In the 
framework of de-centralized projects, one of them is the development programme for the support 
of young people who are disadvantaged socially, economically and also from the point of their 
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health, when they apply for admission to the sphere of tertiary education, during the study and 
after graduation. In the case of centralized projects, this is a programme for the support of 
disadvantaged persons when applying for admission and during study at a higher education 
establishment, including lifelong learning. 
 
Promote the permeability at various levels of tertiary education 
 
Development programmes  which support co-operation of higher education establishments with 
secondary schools and higher vocational schools, contribute significantly to an increase of the 
linkage between them. This is in particular true of the programme for the support of equal 
opportunities for the admission to a higher education establishment and study in it, including 
advisory services. 
 
NEW PERIOD 2008 -2010 
 
Implementation of the Strategy of lifelong learning 
 
As already defined in the past National Reform Programme for the period 2005-2008, the 
Strategy of lifelong learning was approved in the Czech Republic in 2007. The strategy covers 
the whole area of education and represents a system concept of lifelong learning, which is a 
continuation of the original priority of “interconnection of initial and continuous learning”. The 
following belong, among other, to the instruments of such strategy: the implementation of the 
“National system of verification and recognition of the results of continuous education and 
training” and the building of the “National Qualification System” for all levels of education which 
will be compatible with the European qualification framework and with the covering framework of 
qualifications for the European apace of higher education as well.   
 
In the course of the year 2008, works are under way on the Plan of implementation of the 
strategy of lifelong learning  which specifies concrete methods for the implementation of 
individual measures. All the relevant partners at central and regional levels who can help in the 
implementation of the Strategy objectives are engaged in the preparation of this plan, in 
particular with regards to the links between the education system and the needs of the 
employers and to an interconnection between the initial and continuous education and training. 
These partners in particular are representatives of the relevant ministries and other central 
administrative authorities, representatives of regional authorities, representatives of towns and 
villages, representatives of trade union organizations, employer´s organizations, associations of 
schools, educational institutions for adults and other relevant social partners. 
 
Instruments were proposed in the Plan for implementation not only in the area of legislation and 
administration, but also in the area of system and regional support projects, for the 
implementation of which it is planned to use financial resources specifically from Operational 
Programmes of the European Social Fund. The plan for implementation will have the same time 
limits as such operational programmes, i.e. the period of 2007 to 2013. 
 
Completion of implementation of the curriculum reform 
 
The curriculum reform from the point of view of the introduction of framework education 
programmes  and the related aspects will be completed in the new period of 2008-2010. In the 
course of the 3rd stage in 2009, it is planned to issue new framework education programmes, 
namely 60 to 80 Framework education programmes for the specializati ons of vocational 
education and training . Their number will be determined on the basis of negotiations with the 
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relevant ministries, representatives of employers and social partners. In the year 2010, it is 
planned to issue, in the framework of the 4th stage, the remaining framework education 
programmes including those that will relate to specialization for follow-up study.  
 
This complex reform which responds to the trends existing on European level will be 
complemented with the reform of the school leaving examination  which could start in the 
scholar year 2009/2010. The new model of the school leaving examination should go through a 
general trial in 2009 and its subsequent application is planned for the year 2010. 
 
A new conception of the final examination  was also proposed within the curriculum reform of 
secondary education. 70 different models covering all the specializations of H category (system 
project of the European social fund QUALITY I) were created and verified in pilot operation. 
 
Completion of preparation and launching of the reform of tertiary education 
 
The White Paper on Tertiary Education became the point of departure for the reform of the 
Czech higher education. Its main theses are based, among other, on the OECD report on the 
state of the Czech higher education (the Tertiary Education Review). The concept of the above 
mentioned reform is based on a number of basic reform steps, which are as follows:  a reduction 
of the social barrier in access to higher education, changes in the structure of higher education 
(i.e. support to differentiation and orientation of some higher education establishments to top 
research and doctoral study). Another reform area is a change in the system of financing which 
will make it possible, among other, a long term planning of the development of a given higher 
education establishment and will be based on aspects of quality and results of research and 
development.  
 
Relative to this the preparation of a new Act on Tertiary Education, which in the framework of the 
National reform programme 2008-2010 would substitute two partial priorities from the past 
period 2005-2008 (i.e. access to higher education and support to linkage in tertiary education), is 
planned for the year 2008  
 
Planned reform measures 
• Implementation of the objectives of the Strategy of lifelong learning on the basis of a 

completed Plan of implementation of this strategy, which will specify implementation 
procedures for the different measures; 

• Completion of the curriculum reform in its 3rd and 4th stages (issue of Framework education 
programmes), in particular in the area of specializations for vocational education and training 
and follow-up study; reform of the school leaving examination and a change in the 
conception of the final examination at the level of secondary education; 

• The preparation of a new Act on Tertiary Education is planned for the year 2008 on the basis 
of a discussion about the White Paper on Tertiary Education. 
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VI. LINK BETWEEN THE NRP AND MEASURES FINANCED FROM  EU’s SF 

 
 
European context for the links between the Lisbon S trategy for growth and jobs and the 
cohesion policy of the European Union for the perio d 2007-2013 
 
The objective of the cohesion policy of the European Union is the strengthening of the economic 
and social cohesion and the reduction of disparities in inter-regional development, including 
removal of barriers of backwardness in the most disadvantaged regions. 
 
For the preparation of the programmes of cohesion policy for the period 2007-2013, the renewed 
Lisbon Strategy was one of the most important impulses The European Commission and the 
European Council invited, in a number of their documents53, to interconnect measures of the 
National Reform Programmes with the measures of the programmes of cohesion policy. This 
impulse also projected itself in the provisions of the regulation of the Council (EC) No. 
1083/2006 which set the obligation to earmark a specific amount of expenses on the fulfilment of 
the objectives of the integrated guidelines of economic policies for growth and jobs (2005-2008) 
set in the decision of the Council 2005/600/EC on July12, 2005. This obligation is to earmark 60 
% of expenses for objectives in the framework of “Convergence” and 75 % of expenses for 
objectives in the framework of “Regional competitiveness and jobs”.  
 
The main priorities of the programmes supported by cohesion policy are the following: 

• increase the attractiveness of member states, regions and towns by improving their 
accessibility, ensuring appropriate quality and level of services and protection of the  
environment;   

• promote innovations, spirit of enterprise and economic growth based on knowledge and 
sufficient capacities for research and innovations, including use of new information and 
communication technologies;  

• create a higher number of quality jobs by retaining more persons in employment or 
entrepreneurial activities, by improving adaptability of workers and enterprises and also 
on the basis of an increase of investment in human capital.  

 
Co-ordination of the National Reform Programme, Nat ional strategic reference framework 
and other documents at national level 
 
The National strategic reference framework is a document that ensures agreement between 
financial aid from European Union Funds and the general strategic principles of the Community 
for cohesion. It is also aimed at determining interconnection between the priorities of the 
Community and the National Reform Programme.  
 
The most important reform measures of the National Reform Programme, to which the National 
strategic reference framework corresponds, is the creation of an environment stimulating 
research, development and innovation including commercial exploitation of the results of 
research and development in economic practice. Other areas targeted in the reforms are the 
modernization and development of transport, information and communication networks and the 
creation of a quality entrepreneurial environment facilitating the formation of new companies and 
showing a generally low administrative burden for the entities concerned. In the area of 
                                                 
53 E.g. 2006 Spring European Council ,  Fourth  Cohesion Progress Report on June 12, 2006.  
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employment, the main goal is the flexibility of the labour market and, in the case of inclusion of 
persons in the labour market; attention was particularly focused on persons at the beginning and 
at the end of their professional career. Reforms relating to the development of education are 
aimed at increasing the quality of workforce, expanding the possibilities of education and training 
and supporting the capability to cope with the demanding conditions in a changing labour 
market. 
 
From the beginning of the creation of the National strategic reference framework, attention was 
paid to a close relation between this framework and the measures of the National Reform 
Programme, so as to prevent any inconsistence or incompatibility of the proposed priorities. 
Measures mentioned in the microeconomic part and in the employment part belong to strategic 
objectives of the National strategic reference framework can therefore be co-financed using 
financial resources from EU Funds and the Cohesion Fund. Interconnection between these two 
parts is also ensured by the proper orientation of the individual operational programmes to the 
area of research, development and innovations or, e.g., human resources. 
 
The relations between the administration of national reform programmes and cohesion policy 
programmes were strengthened due to the new mechanism for reporting which were introduced 
in the framework of the Lisbon Strategy and of the cohesion policy as well. These parallel 
procedures include regular reporting on the contribution of cohesion policy to a higher growth 
and jobs and facilitate a cross control between the two areas in interest of ensuring consistence.  
 
According to Article 29 of Council Regulation EC1083/2006, the member states shall describe 
the contribution of operational programmes to the progress of Lisbon Strategy in their annual 
reports on implementation of operational programmes. Specific data on their contribution to the 
fulfilment of the Lisbon process will be mentioned in the so called Strategic reports. These 
reports shall be presented to the European Commission by the end of 2009 and 2012. On their 
basis, the Commission in the years 2010 and 2013 will issue reports containing a summary of 
the contribution of individual states and also a statement on the adequacy and need to adapt the 
programmes to new challenges. 
 
At national level, the National Reform Programme (2005-2008) is one of the documents that was 
used for the elaboration of the Strategy of regional development for the period 2007-2013 
approved on May 17, 2006. This strategy was elaborated on the basis of the Act No. 248/2000 
Coll., on supporting regional development, as amended. In the framework of the preparation of 
the National Reform Programme (2008-2010), attention should also be paid to the so called 
“Lisbon paradox”54.  
 

                                                 
54 A situation when the strategies of development of towns and regions agree in the strategic plan with the renewed 
Lisbon Strategy, but generally the Lisbon Strategy is perceived in such a way that its contribution to the objectives of 
regional measures is rather small. 
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Table 3 Earmarking in operational programmes 2007-2013  
 

Operational programme Allocation (in billion 
EUR)a) 

Out of that, earmarking (in 
%)b) 

OP Transport 
Convergence 5.77 84.25 

OP Environment 
Convergence 4.92 22.32 

OP Business and innovations 
Convergence 3.04 93.15 

OP Human resources and employment 1.84 
Convergence 1.81 
Regional competitiveness and employment 0.03 

83.25 

OP Research and development for innovations 
Convergence 2.07 96.50 

Integrated OP 1.58 
Convergence 1.55 
Regional competitiveness and employment 0.03 

31.93 

OP Education for competitiveness 1.83 
Convergence 1.81 
Regional competitiveness and employment 0.02 

88.40 

OP Technical aid 0.24 
Convergence 0.24 
Regional competitiveness and employment 0.001 

0.00 

OP Prague Competitiveness 
Regional competitiveness and employment 

0.23 76.17 

OP Prague Adaptability 
Regional competitiveness and employment 

0.11 96.54 

ROP NUTS II North-West 
Convergence 

0.75 5.76 

ROP NUTS II Moravia-Silesia 
Convergence 

0.72 18.53 

ROP NUTS II South-East 
Convergence 

0.7 4.96 

ROP NUTS II Central Moravia 
Convergence 

0.66 9.15 

ROP NUTS II North-East 
Convergence 

0.66 8.47 

ROP NUTS II South-West 
Convergence 

0.62 4.49 

ROP NUTS II Central Bohemia 
Convergence 

0.56 5.77 

Total Convergence 25.88 57.15 

Total Regional Competitiveness 0.42 73.5 

 
Source: a) National strategic reference framework, allocation for budgetary period 2007 – 2013 
 b) Monitoring system of EU Funds and Cohesion Fund MSC2007, June 24, 2008  
 
 
 
 


