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INTRODUCTION: PREPARATION OF THE DOCUMENT AND
APPLICATION OF THE PARTNERSHIP PRINCIPLE

The National Strategic Reference Framework (NSRIFR007 - 2013 was drafted while respecting
the principle of partnership in line with the Artee 11 of the Council Regulation No. 1083/2006,
laying down general provisions on the European Begi Development Fund, the European Social
Fund and the Cohesion Fund and repealing Regulgi@) No. 1260/1999 (hereinafter "General
Regulation™).

The Ministry for Regional Development (MRD) ensurethe overall co-ordination of
the preparation for the programming period of 20@D13, including the preparation of the
National Development Plan (NDP) and the NSRF. Dgrthis process, the attention was paid to
ensure a functional partnership as one of the keggnditions for efficient use of the EU Structural
Funds (SF) and the Cohesion Fund (CF). The Managémed Co-ordination Committee (MCC)
became the most important instrument of the co+mtion through which all relevant stakeholders
are involved in the preparation for implementatwithe SF and the CF. The Minister for Regional
Development chairs the Committee, other memberkide representatives of relevant ministries,
territorial self-government (represented by regiomgluding the Capital City of Prague and
representatives of the Union of Towns and Munidipes), economic and social partners,
educational institutions and the non-profit sectine meetings of the MCC are regularly attended
by representatives of the Union of Czech and MamavProduction Co-operatives, the Agrarian
Chamber of the CR and the Academy of Sciences ef @R as observers. Particular institutions
nominated their representatives at a high enougtllso that the MCC is able to adopt important
decisions. Between May 2005 and April 2007 the M@Et nine times.

Nominated representatives of partner organizatiese actively involved in the preparation of
strategic documents for the 2007 - 2013 programmpagiod, mainly by commenting on the
submitted versions of strategic and programmingutieents. The comments were presented at the
meetings of the working groups. The comments wenent incorporated into the relevant
documents, subject to the final approval of the MCC

The partners also took part in the final commentprgcedure. One of their main comments was
requirement for the representation of social pagnén newly created management and
co-ordination structures for the economic and docizhesion policy, since such approach has
proved to be of benefit in the past period. Thetpars are supposed to participate in the Monitoring
committees and Working groups dealing with solutaindividual questions of implementation.
The partners also proposed a requirement for aebatterconnection of document analysis and
strategy. Other comments concerned formal or foatioh aspects (complementation of SWOT
analysis, utilisation of up-dated data, better fatation of objectives). All comments were accepted
and incorporated in the document. Further discusgitth managing authorities was recommended
for all comments going beyond the scope of the NSRHE concerning operational programmes in
a more specific way.

Co-operation with non-governmental non-profit orgations proved very satisfactory. Within the
project of Technical Assistance of the CommunitypBart Framework "Opponency and the
recommendations for the draft NDP and the NSRF 720R013 implemented by the non-profit
sector and information campaign for the non-preéttor” carried out by the Centre for Community
Work, non-governmental non-profit organizations coented on strategic documents. The project
also included workshops, round tables, seminarsvamdiing meetings of stakeholders carried out
in individual regions of the CR.
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On 16 January 2006 a public debate was held onNB® 2007 - 2013. A public debate on the
NSRF took place on 27 November 2006. These docusnard available on the website of the
Structural Funds and the Cohesion Fundn(v.strukturalni-fondy.ck or on other websites of
partner organizations.

The selection criteria for projects will also bedesl on the consultations with economic and social
partners. There are seminars and trainings orgdnfee applicants with partners, operational

programmes are introduced with the help of the pent to the general public and information is

also published on web portals of NGOs.

The partners include representatives of NGOs, thartber of Commerce, the Czech Statistical
Office, the Agrarian Chamber, the Union of Townsldviunicipalities, the Union of Co-operatives,
the Confederation of Industry and Transport, thee@eMoravian Chamber of Trade Unions, the
Confederation of Employers’ and Entrepreneurs’ Asstions, the Czech Rectors’ Conference,
the Government Council for NGOs, the Government @ulufor Research and Development, the
Government Council for Human Resource Developméhé (ast two institutions were newly
incorporated into the structure of the MoEYS).
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1. THE CZECH REPUBLIC'S POSITION WITHIN THE EUROPEA N UNION

Within the European Union, the CR with its poputati of ten million ranks The CR within
among the medium-sized countri€gsee Table 1 in the Annexjaking up EU
a position of geographic, economic and politicalpiontancé. The country's

industry, transport, and settlement have an essentiearing upon

the environment of a number of other European staded its transport network

is of immediate importance to the economic linkagntral European countries

and their competitiveness in the development ofiéaindustrial and innovation

orientated clusters.

Following 1989 the CR has undergone significantiozdl, economic and social  Barriers of
changes, culminating by the accession to the Ewanpgénion on 1 May 2004. competiti-
The active involvement of the CR in the Europearaahas accelerated the its veness
economic growth. The CR has embarked on a pathoolergence towards the

more advanced countries of the world; in 2005 tHe'€CWorld Bank status was

upgraded from a developing to that of a developedniry. In spite of these

successes, the CR has been facing a number ofusgpi@mblems which threaten

its competitiveness and social cohesion in the ltargn as well as its capacity to

fully deploy its human resources and economic pt&tnThe solution of these

problems is being addressed by a number of sysieraggps taken by the Czech
Government, particularly those included in the "@ergence Programrfig in

the "National Reform Programrife(National Lisbon Programme 2005 - 2008,

NRP) and in the " National Development Plan for tB807 - 2013 periot!

(February 2006).

Part B of the Annex provides a description of theks between the NSRF Links to the
strategic objectives and NRP measures. NRP

2. DEVELOPMENT OF THE CR ECONOMY WITHIN THE EU CONT EXT

2.1. Economic performance

An updated analysis of CR's economic developmeriiwithe EU and world Czech
economy is contained in the Convergence ProgramfrieeoCR. This is what economy
NSREF fully relies on, merely highlighting severapects of importance.

The CR belongs to the group of EU countries faciaglower economic  Structure of
performance in terms of GDP per capita in Purchgdfower Standardsée  the economy
Diagram 1 in the Anné&xwhich however keeps increasing gradualig€ Table

2 in the Annex The Czech economy is a highly open economy aottar&ed by

a pronounced orientation toward foreign trade witte EU member states.

The balance of trade has been improving graduaihces 2002, the growth

of the country's export performance continues tawteto a high degree from

the performance of corporate entities held by fgreinvestors, yet to be

bolstered up sufficiently by the small and mediuinesl enterprises.

1 Czech Republic borders on Poland (761.8 km), Geymé10.3 km), Austria (466.3 km) and
Slovakia (251.8 km)

2 Convergence Programme of the Czech Republic (atatga version) - March 2007,
http://www.mfcr.cz/cps/rde/xchg/mfcr/hs.xsl/convogram.html

® http://www.mfcr.cz/cps/rde/xbcr/mfcr/NPR_CZ_1020@8/f.pdf

4 http://www.strukturalni-fondy.cz/uploads/old/114PB25.materi-I-nrp---iii.-nrp-upraveny---str-
113-a-124.pdf
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The strong influx of foreign direct investments dhg the last seven years has FDI, SME’s,

substantially altered the character of the Czecbnemy and boosted its
competitiveness. Future threats may derive fronogalions of some of the
foreign investors’ facilities away from the CR dte their low-cost strategies;
this would bring serious social consequences. Alke,appreciation of Czech
currency imposes strong demands on the competgs®rof precisely those
industries with low labour productivity, low-costrategies and those that make
use of predominantly domestic resources. For thstasmable growth, it is
necessary to change the current strategy and getam the strengthening of
competitiveness and its resources.

Some of the positive factors that strongly impaee tdynamics of the Czech
economy are, or probably will be:

» the synergy effects of the implementation of them&nhd NDP as well as
of the other plans pursued by the Government, s#tion of the
European funds, impacts of modernisation in theaas€infrastructure,
upgrading the levels of knowledge and skills of tBeech population,
improving their employability and the number of ysaf useful activity,
boosting the effectiveness of the institutional ustures and
modernisation of both public administration andmarate management,

e adoption of the Euro - this may provoke certain lgeons in the short-
term but in the long-term it will create conditiom®nducive to a more
profound and complete economic integration of th&® @nto the
Eurozone and an intensification of a mutual coopera among
economic subjects, it will eliminate the costs efrency exchange and
will enable problem-free transmissions of pricearmhation and will
strengthen fiscal and nominal monetary discipline,

» the country's level of prices and wage costs whialie been lower so far
in comparison to the advanced countries of the Ekls advantage
however will continue to erode due to economic gtlowgrowth of
wealth and prosperity and progressive market lilestion, and will
have to be replaced by -cultivating those factors iolvh boost
competitiveness in the long term.

The persistent negative factors affecting the dyweamof Czech economy
include, above all:

 poor law enforcement and insufficiently developedstitutional
structures acting in support of modern entrepresieipr in the global
context,

* lack of harmony between the employers’ needs, thbolir skills
available and the range of education and trainiffgred by educational
institutions,

» insufficiently developed innovative processes intpag on the
competitiveness of businesses,

» poor efficiency of public administration,

* regional disparities and a gradual worsening ofdeeelopment potential
in certain regions,

» lack of adequate transport and other infrastrudtoesworks,
* lack of using alternative financial resources dgriestablishment and

export
potential

Challenges

Barriers
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start-up of entrepreneurial activities.

Long-term sustainability of public finance is ansestial problem, which
strongly affects the CR's capacity to implementldeg-term reform plans and
measures in support of meeting the objectives & thisbon process. This
problem has been addressed in detail in the armlymiesented in the
Convergence Programme, and it should be pointedtioat precisely in the
forthcoming programming period it will exercise arag impact on the
capability to finance the required national prograss in full.

3. SOCIO-ECONOMIC ANALYSIS

3.1. Enterprise, research, development and innovatn
3.1.1. Enterprise

The business environment has gone through fundaahehénges since 1989. The  Entrepre-
privatisation process has practically come to aml @md a market-determined neurial
restructuring of the entire business sphere has loegoing. In spite of this there environmen
is great difference in labour productivity betweitye Czech economy and those ofand the field:
the most developed countri¢see Diagram 2 in the Annexyhe structure of the  of business
Czech economy has been shaped in a decisive fadiyaihe influx of foreign

direct investmentgsee Table 3 in the Annek) the industrial sphere (engineering

— automotive, electronics and electrical industtyemistry) as well as in services

(above all, telecommunications and finance). Tharshof companies under

foreign control on GDP has reached 37.7 % in 2008 &as been of decisive

importance in the increase of labour productivitythe commercial sphere.

In the Czech economy, small and medium-sized ent®p (SMEs) play an Role of SMEs
important role. Based on December 2004 data thetergrises amount to 99.85 %
of all business subjects operating in the CR, emipig 61.5 % of all employees.
In 2004 they generated 35 % of the GDP and sharedb0.5 % of all the
investments in the CR and 34.3 % of the overallwoé of goods and services
exported. Symptoms of a dual economy emerge in the CR \ithweaker side of
small and SMEs under the control of local subjdetgying behind; this proves so
that these enterprises experience a poor levehobvation, take a low share of
revenues in the domestic market, show poor ratesuctess in foreign markets
and have links of insufficient connectivity withfieign companies both within the
CR and in international networks. Where a dual ewog exists, the economy
tends to be propelled by its major corporations,iclihare often under foreign
ownership. In the case of small companies, thisisignificant threat for the
future, which is being overcome very slowly.

Development of entrepreneurial activiti¢see Table 4 in the Anneklas been Problems of

weakened by insufficient cooperation between theegmeneurial sector and the the
educational and research institutions, inadequappart of the development of innovation
applied research and related infrastructure, weagpert of the development process

of technology transfers as well as the developmehtthe companies' own
technologies, an insufficient level of knowledgdateng to modern corporate
management and company operation, lack of flexipiland problems with
qualification of labour force due to the insufficie linkage of the educational
system with the demands of the labour market.

® Report on SME trends and on support to SMEs in200
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A new stimulus toward strengthening the competitiess of SMEs has been the Innovation
establishment of so-called Technology Innovationnt@es. Besides offering and SME’s
specialised jobs to skilled and premium skilled déoyees, they enable penetration

of the most advanced technologies and soft typemmdvations into the CR, as

well as the provision of highly specialised sensdacluding advisory not just to

foreign but also to Czech subjects.

During the course of 2005 and 2006 there has beenngrovement of the
legislative and institutional prerequisites to mess activity. Nonetheless, the
overall index characterising the CR's conditionsdonducting business continues
to be markedly below the EU averagee Diagram 3 in the Annex)

3.1.2. Research and development and innovation

A significant characteristic of the situation inetlarea of research and development R&D
(R&D) in the CR is the relatively low overall shaoé expenditure on research and expenditure
development on the total amount of GDP. The redeard development related

expenditure of the EU advanced countries amoung-t8 % of the GDP, whereas

those of the CR totalled ca. 1.42 % of the GDP 003.

The general situation is made evident by the CRSsigpon on the overall Comparison
innovative scoreboafdsee Diagram 4 in the AnnexJhe CR, having a Summary with the

Innovation Index of 0.26, is lacking behind sigedintly in comparison with the world
EU-25 average (0.42).

The involvement of the domestic private resourcesnsufficient and the factor R&D
which has a particularly negative impact is the lshare of foreign resources in capacity in
R&D funding, which reached nearly 4 % in 200b¢. one half of the EU-25 Prague

average. One of the main causes is posed by theuotsring of industry which
remains incomplete. Owing to the notable concemrabf research capacities in
Prague, where most public sector R&D expenditureehlpeen channelled tsee
Table 5 in the Annex)hile the competitiveness and employment in a nunde
regions is weakened by their excessive remoteness fthe research and
development capacities.

The situation of the R&D capacities, including thesearch infrastructure as well Situation of
as human capital and its motivation, results iregative effect. The CR, aswellas  the R&D
many other countries, is threatened by so-calledhitb drain” in the area of capacity
research. A systemic linkage of universities ancdmmic institutions to the

business sphere is lacking in the "high-tech" ateg centres of excellence are in

short supply that would make use of both the acadeand the business capacities

to advance technological research with its highvgtopotential.

Also, domestic firms mostly lack the necessary ascw an adequate level of Innovation
information in respect of the quality of the scidiat institutions. The reasons tools
primarily include insufficient motivation towardsapents and the pursuance of

results which apply themselves to patent protecdiod of other results which are

exercisable in praxis, with regards to the freqlyeehcountered lack of interest in

innovation and especially in implementing demandiechnologies on the part of

the business community, also the low level of supgwovided to innovative

business activities (absence of venture capital athgr sophisticated financial

instruments of entrepreneurship support), inswgfiti managerial skills and

® According to so-called Summary Innovation Indexcorporating 17 indicators from four areas
(European Innovation Scoreboard, 2004).
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capabilities of both academic and research institg and companies in the area
of effective management of intellectual propertyndathe exacting financial
demands posed by the patent registration proceduré primarily by the
maintenance of patents already granted.

The CR has an inadequate infrastructure in the aféachnology transfers. There Transfer of
are only several centres which are truly operationBven though the technologies
establishment of science and technology parks waparted over the past, with
approximately 30 of such facilities having been apt the services provided by

these parks still have not achieved the same laudlthe same quality as those of

advanced countries targeting the transfers of teldgies and knowledge, or

launching new start-ups or spin-offs.

Therefore the development of innovation clustersl aupport are still at their  Infrastruc-
initial stage in the CR. Truly innovative clustersgpable of boosting the potentialure for R&D
of the SMEs to launch their own research projecssveell as to be able to and
commission research and development work tailoedhieir needs, to access innovation
affordable training for their professional and enBee staff and to engage in long-

term cooperation with the research establishments aniversities, are almost
non-existent in the CR. A serious problem facedsiyne Czech universities and

research institutions as well as by businesse®icerned with their insufficient

involvement in international research and innovatieetworks and within their

scope, the low capability to not only use finanai@sources, but even top-standard

facilities and equipment. Apart from large centrésspecially Prague, Brno,

Ostrava) it is extremely difficult not just to boothis capability to a comparable

level but to also set up and launch new regionailowvation systems. Partial

working places can be found in smaller centres Example LiberecCeské

Budkjovice, Zlin) and their further development is catiwhed by integration into

innovation networks.

There is no developed system in the CR of fundingavative business activities Financing
from risk capital sources, investments of the peeds seed and start-up capital innovation
types are almost non-existent, although they arekey importance to the interventions
emergence and launching of spin-offs and similasibesses. Business Angels or

Business Angels Networks are rare in the CR.

3.2. Human resources development and the labour mé&et situation, the Information Society
3.2.1. Demographic trends and the health of the pdation

In the last 11 years the population has shrunk bgrenthan 100 thousand (theDemographic
population in 2006 was at the level of 10.2 milljo\ging population is a serious decline
problem, coupled with the necessity to launch agp@m reform and with the need

to increase the employment level of older age gsoup

Another problem is posed by the non-uniform ageudiure characterised by  Ageing of
a shift of the strong post-war age groups toward-aye retirement, and the population
persisting low fertility rate falling short of sedng the level of basic reproduction and public
of the population(see Table 6 in the Annexyrom the point of view of securing finance
healthier public finances, an efficient long-terneasure is ensuring a behavioural

change of the population in the sense of preferrandpealthy lifestyle and an

effective operation of the healthcare and sociatcystems.

The life expectancy has risen substantially sin@@0and approaches the level oPublic health
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th developed countriegsee Diagram 5 in the AnnexJhe state of health of the
population, which has an important impact on thedi of working life, is
negatively affected in the CR by the rising numbefsdisabling chronic non-
infectious diseasésAlthough the health care provided presently isatadequate
professional level, the system needs to be modednand made more effective
from the economic and professional point of viewddhe advances of knowledge
have to be broadly implemented in healthcare pcaciiestablishing a system
whereby the results of R&D can be transferred te thuman health care area).
CR's total healthcare related expenditures in 2@@&hed 7.0 % of the GDP (EU-
25 average: 8.9 %), in absolute figures expresseteims of purchasing power
standard per capita they reached 57.4 % of the BldaZrage).

The outlook for improving the health of the popudat is to lay stress on
preventative measures, including rehabilitation @hel promotion of a healthy
lifestyle, which positively influence the duratioaf the realistic active work
period, indispensable to securing the system obpars.

Prevention

The problems of human resources development asebloelated to the trends of Immigration

international migration; the number of foreignerdxavhave been issued CR
residence permits has considerably increased eaahsince 1990 except in 2000,
and presently there are approximately 250,000 sggitbreigners registered in the
CR. However, until now Czech society has been highbmogeneous in the
matter of nationalities and the presence of a gneatimber of foreigners within
the country's territory represents a new fact toickhhit will have to respond

adequately.

3.2.2. Education
A traditional strength of the Czech population leeen the high level of education

Education

attained, especially in the area of higher secopa@atucation, and there are very and labour

few citizens who have only completed initial eduoat(see Diagram 6 in the
Annex) Conversely, its weakness is a relatively low esg@ntation of university
graduates in the population, which exists in sptehe current upward trend and
expanding access to tertiary education.

market

From the aspect of both current and especially reittequirements of the labour Deficiencies
market, the hitherto educational and vocationalteys and structure exhibit in education

a number of serious deficiencies, in particular:

« dissonance between the labour market demand anslihiay of apprenticeship
and study disciplines and of training programmeaysed to a considerable
degree also by the absence of qualified capacitidsrecasting labour market
demand fluctuations, and by the insufficient apation of knowledge within
the intervention procedure in the labour markebare

» the level of knowledge and especially of skillsaatted is not commensurate
with the present demands and decreases the futlagtability of the workforce
to changes on the labour market. The type of edanawhich persists is
focused rather on the volume of knowledge absorbd#w degree of
individualisation is limited, the graduates do rbspose of key competences

" The CR has one of the highest death rates fronteafor citizens of working age (25-64 years),
the highest prevalence of diabetes (6,5%), the édéghnumber of hospital admissions for
cardiovascular diseases, as well as the highestatityr rate from these conditions. Additional
health threatening factors are accidents and thke bonsumption of alcohol and tobacco products.
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which are fundamental in the labour market,

» the capacity of tertiary education, gradually openup to growing demand, has
been limited for a long tinfe A serious problem continues to be posed by the
structure and subject matter of tertiary educatmal by its internationalisation
(see Diagram 7 in the AnnexThe numbers of graduates in engineering and
natural sciences are insufficient. The processcbbsl graduates” entry into the
labour market is inefficient and complicated. Thegess is accompanied by
insufficient co-operation and communication betwethe schools and the
employers,

* a serious problem faced by the educational systsmthie inadequately
developed and rather ineffective language educatidmnch profoundly hinders
not only the internationalisation of Czech entesptiresearch and development
and the success of Czech businesses in marketutgalbo the integration of
Czech population into the structures and informetionships existing within
the EU framework. As the numbers of foreigners sigyfor extended periods
in the CR grow higher, the issue of effective edima of foreigners of Czech
language also comes to the foreground,

» the education for entrepreneurial skills in knowdedeconomy is insufficiently
supported, in particular key competences focusetherentrepreneurial way of
thinking and entrepreneurial initiative,

» the system of life-long learning has been insu#fitly developed and is yet to
be adapted to the needs and possibilities of theltastudents and to the
employers’ needs in general, standard adult attendance of lifegidearning
programmes is low,

» the total sum of the education related expendituses severely limiting factor
for the reform plans entertained in this area. T¥fe lags behind the developed
countries in its public expenditures for educatiohhe share of these
expenditures in 2004 was at the level of 4.4 % loé (GDP, while the EU-15
average was 5.4 %.

Fundamental changes to the system of educatiobeirg launched since 2006: Challenges in

« aprogramme to increase the numbers of seconddwyods and lyceums, which the area of
should improve the preparation for higher vocatiomad tertiary education as ~ €ducation
well as for subsequent life-long learning, system

» acurricular reform of education and vocation, whitas been launched already
and ought to bring substantial modernisation anderitexibility to both the
subject matter and method of education, primariiyni the point of view of
key competences (skills) for school graduates,

» strengthening the education of languages for afiydation groups, bearing in
mind the important role of English seethe National Plan of Tuition of
Foreign Languages,

» a higher and more effective utilisation of the pigbéducation capacities for

8 During the academic year 2004 — 2005 the enrolrhastreached nearly 50 % of the age group.

° Approximately 6% of the population within the 28+§ears category take part in further education:;
this figure is one the lowest in EU. The CR has mgsed its commitment to the Lisbon strategy
objectives, which set outa. that by 2010 the rate of participation in liferlg learning should be at
least 12.5 % of the adult population in the produeiage.

11
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further education and vocational training, alsorstiated by the reduced birth-
rates experienced during recent years,

» the adoption of Act No. 179/2006 Coll. on the cBctation and recognition of
certificates of further education and amendmentddain acts, to facilitate the
recognition of learning attained outside the edisratsystem and proving
obtained education outside of the education sysiama transparent and
objective manner and to lay the groundwork to epalbthose who have
participated in continuing education to apply it the labour market,

e creation of an effective system of transparentaeyteducation, which ought to
make the studies more flexible (shorter cycles,i@ml transfers, access to
enrolment at any age and at any level).

In order to implement these plans, a massive firenmanagerial and intellectual
support will be indispensable — primarily involvirige rational utilisation of best
practices from successful EU countries.

3.2.3. Labour market situation
Employment

The rate of employment is above the EU average€(Qa5 it was 64.8 %, of which Structure of
men 73.3 % and women 56.3 8)but has been decreasing since the mid-1990&mployment
and has been stagnating recently. Marked changesri@d in the employment

structure since 1990, the most substantial decreasenployment was registered

in the primary sector (agriculture) — currently 43 in the secondary sector

39.2 %, the tertiary sector then amounts for 56.50%all employment. The

employment rate in the CR within older aged grogipesm 55 to 64 years of age)

is roughly at the EU-15 average, lower for wome.2% CR and 32.2 % EU)

and higher for men. In view of the expected nonfanin demographic
developments, attention has to be paid to increptie employment of the older

workers, improving the health of the population amdirsuing a prudent

immigration policy. According to data by the MoLSAorking foreigners at the

end of 2006 represented 3.36 % of the entire wadd. Another important area,

where the CR is below the EU-25 average, is ocdopat health and safety.

Unemployment

The average rate of registered unemployment in 2@¥sording to the new Level of
methodology, constituted 8.97 % and is below the-BEdJaverage (9 %). The unemploy-
process of decreasing unemployment rate, whichbeen dominating recently, ment

has primarily cyclic character. However, time dedayccur, causing lags behind
the dynamic economic growth, due t@. labour productivity growth, putting

pressure on maintaining competitiveness, structalissonances between job
supply and demand, and also on the fact of worseleyability of disadvantaged

groups.

Significant differences between genders persisttlom labour market. Society Labour
regards women through a gender stereotype, mamb/@are person and a mother. market
So far employers have not been very accommodatingdmen in the sense of groups

offering special working hours to assist their effoat harmonising professional

1 Data by CSO; for international comparison §&iagram 8 and Table 7 in th&nnex.
1 As at the end of 2006, a total of 185 thousandefgners active on the labour market were
registered in the CR.
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life and childcare, and the share of women in giarte employment is very lot.

Problems persist in the area of long-term unemplegtnconnected with  Long-term
marginalising and exclusion of rather large-sizedups of persons, including in  unemploy-
particular disabled persons; youth and young aggksiors; members of ethnic ment
minorities (mainly within the Roma communiti€s immigrants and persons

granted asylum; the homeless; persons leaving ksttatents for institutional or

protective rehabilitation and persons leaving pnsafter serving their prison

sentence, etc. To a significant degree, this sibmais caused by the fact that the

institutional structures of social services and iab@conomics, which would

support these persons' re-integration in societg #reir return to the labour

market, are insufficiently developed. An importaote in this area is played by

non-profit organisations.

The job seekers' age structure shows the lowesatdig for the age group of 25-29 Structure of
years (12.9 %), in the other age groups it varietween 21 and 22.2 %. The unemploy-
specific rates of unemployment in accordance with acquired level of education ment
decline sharply with the level of education attain®©ver the last eight years the

number of job opportunities has dropped, partidylan regions with high
unemployment. Nevertheless, there has been a weirtarease in the last few

months. Jobs for worker professions continue to ohaite the job vacancies

structuré”,

An important problem in the CR are the regionalpgdisgties of the unemployment Regional
rate which keep rising. These regional differenoésinemployment are strongly disparities in
influenced by the dissonances in the supply oflskahd the demand for jobs, the unemploy-
low regional mobility of the workforce and by inagieate and costly transport ment
services. The situation most difficult to cope withevails in the cohesion regions

of the North-West (Usti nad Labem region) and Madaa8ilesia. Unemployment

in 2004 overstepped 30 % in some micro-regions aag causing serious social

problems (se&@able 8 and Map 3 in the Annp)XOn the contrary, the best situation

from the point of view of unemployment is in thed@ue region. Ranking among

the important features of the labour market is thend of mounting migration

within regions too, as opposed to region-to-regiaigration. According to the

CSO data the intensity of migration - the percertafjcommuting to work as well

as of moving over longer distances - also increaséih increasing level of

education (and, thus, with higher average incorii@gre is a lack of capacities in

the CR for forecasting the structural changes ahd future job and skills
requirements to be demanded on the nationwide db agethe regional labour

markets.

21n 2004, a mere 8.3 % of women, as against 34 %aofnen in the EU (2003).

13 According to current estimates, only 26 % of econically active Roma population have not yet
been exposed to unemployment, a further 35 % hawtered from repeated loss of jobs, and up to
39 % have been repeatedly long-term unemployedgtienm unemployment has hit ca. 75 % of all
the unemployed Roma, of whom 30 % have been outvofk for longer than 4 years. Roma
unemployment is substantially higher in certainegrén and around the towns of Most and Ostrava,
as well as in Northern Bohemia), where exclusioglaves and ghettos have sprung up. It has been
estimated that the unemployment of Roma women i9®0The major causes underlying the
marginal position of the Roma in the labour markate low and insufficient skills level,
concentrations of the Roma in industrial citiesdahe discrimination of the Roma in the labour
market.

141t should be taken into account however that adaug to estimates, the numbers of job vacancies
on record cover ca. 30 — 50 % of actual vacancieslable.
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3.2.4. Information Society

Building the information society is dependent upbe possibility to use efficient State of the
information and communication technologies, inchgli high-capacity information
transmission networks that would make it possild@éransmit and share data and society
information (infrastructure), and upon the creatminthe educational system that

would make it possible to utilise these technolagie their full potential. The
dissemination and purposeful use of these techmetomust ensure an efficient

functioning of all information society services am higher performance and

gualitative levels, particularly in electronic pibladministration (eGovernment).

However, the results of the existing analyses ssgjgdow level and a lack of co-

ordination in the use of state-of-the-art ICT madlb@nd instruments, a low degree

of standardisation and integration, lacking variefythe used types of software,

data and databases duplicates and inconsistemoasgxisting or unsophisticated

models of functioning of the information societyrgiees, fragmented, ununified

and insufficiently described data sources.

The existing results of a survey of the CSO conedrnwvith the penetration of High-speed
high-speed internet access reveal a low percerdd@zech households covered, a internet
mere 1.5 % of all households. Among corporate estithe penetration of high-

speed access in the CR was at the level of apprateiy 20 %, which is roughly

one half of the EU average (39 %). In spite of thielespread use and popularity

of modern technologies (such as mobile phones),@ke has had a very low

percentage of households connected to the intennie long term. This situation

has resulted from the high prices set by serviaevygters and the closed nature of

the marke{see Diagram 9 in the Annex)

The volume of services provided over the interneLdarning, eGovernment, Electronic
eHealth, eBusiness, eCommerce, eEntertainmentpéeas rather small thus and, services
with the exception of eCommerce, remains basicatygeveloped. The share of

eBusiness in the total turnover of the CR compauiess not even remotely reach

the level of Germany (4.4 % against roughly 10 %)t indicates a considerable

growth potential in comparison with a number of adeed EU countriegsee

Diagram 10 in the Annex)rhe demand for on-line services is also held baglan

insufficient computer literacy of the populationanticularly among the elderly or

middle aged and those with lower-level educationtegrity of the electronic
communication services and the general securitydata transmission are also

a problem.

The basic strategic document in the area of infdramasociety development is the Regulatory
State Information and Communication Policy of thee€h Republic, formulating framework
four areas of priority: Affordable and Secure Communication Services
(development of the electronic communications mgr&fordability of electronic
communications services, electronic communicaticgeurity), Information

Literacy (introducing ICT to educational institutions, imfoation literacy,

eLearning, digital divide),Modern Online Public Services (eGovernment

services, eProcurement and eHealth), Bgdamic eBusiness EnvironmentThe

establishment of a Government Council for the Infation Society, whose task

will be the creation of information society and e@@onment strategies, is

currently under way.

This strategy is linked to the State Policy for Baband Access, the National
Information Security Strategy, and the Launch ofital Broadcasting Concept of
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the CR, which solve and specify particular areas.

In line with Government Resolution No. 1085 of 2@@ember 2006 on the set of
measures to accelerate eGovernment developmehei€R, the following three
development priorities can be defined:

» Simplification of eCommunication both between atis and public
offices, and between the offices themselves, wisicbuld be helped by the
record of electronic files in administrative prociegs;

e foundation, administration and use of central pobkdministration
registers by creating one universal contact poamtditizens. In the initial
phase, citizens should be able to acquire at suht@n excerpt from the
Land Registry, Commercial Register, the Criminalgi®eer or the Trades
Register (CZECH POINT project);

» adoption of legal regulations, including the obliga to carry out public
commenting procedures with the help of electrooial$.

Equal access to ICT within the meaning of the Na#ibAction Plan on Social
Inclusion 2004 - 2006 and elnclusion as one of ¢hpdlars of i2010, the basic EU
concept material on information society developmétuses on:

* Providing services of the Public Administration Rdrto citizens with no
access to the Internet (via information kiosks, meypal authorities, Czech
Post branches, labour offices, schools, librarielephones, etc.);

e accessibility of the Public Administration Portalages based on the
Documentation of principles of accessibility of welages for severely
disabled users;

* enabling the disabled to communicate with publicrémistration with the
help of information technology; design all web pagef public
administration so as to enable access to disabtextns.

3.3. Transport Accessibility
3.3.1. Transport and Transport Infrastructure

The location of the CR predetermines the countiggortance for transport Situation in
within Europe, imparting an important role on tréra both the north-south and transport
west-east directions. The density of the transpetivorks ranks among Europe'snfrastructure
highest, but the transport infrastructure sufferonf numerous serious

deficiencies, particularly a low quality and capggciconditions which often are at

emergency level, insufficient connection links teighbouring countries and to a

number of regional centres, especially a fragmegntdwraracter of the network of

motorways and expressways (9dap 1in the Annex) lacking adequate technical Motorways,
measures that would minimise the health risks pdsgaverloading, noise and highways
emissions from land transport, an insufficient leektransport availability within

regions and micro-regions — in the transport of qeasgers and likewise goods.

The condition of 2nd and 3rd class roads is incotilgd@ with the needs of the 2nd, 3rd class
economy and traffic safety. Safe connecting linksl gathways for pedestrians roads, and
and bicyclists are lacking. The intelligent transpgystems enhancing road safetyther types of
and traffic flow without congestions are developesdufficiently. roads

Although the density and availability of the railwanetwork ranks among Railways
Europe's highest, the utilisation of railways has & long time been on the
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downward trend. The reasons include its neglectedhnical condition,
parameters no longer compatible with current regmients and outdated
communication and safety equipment causing lowdpamnt speeds on most train
lines except the corridors. A modernisation of nrdjoes is necessatyas well as

a reconstruction of railway junctions, so as to iaglke competitiveness of at least
these lines with road transport and to permit comebl transport to be expanded
and operated at a profit. A persistent problem milway transport is the
unsatisfactory condition of the rail vehicles arfteturgency of their renewal.
Another serious drawback is the inflexibility of éhoperator in providing rail
freight capacity; this imposes a significant lintitm on the railway's
competitiveness with road transport of goods.

With consideration to the development of energyeséht and environmentally Environmen-
friendly transport systems, the CR should benefégagly from boosting the share tally friendly
of railway transport in the transportation markedarom the development of the transport
combined transport where the annual increase d¥lih the volume of container

packed goods in railway transport is insufficie@ne of the measures which has

proven effective is support for building public Isgc intermodal centres, open to

all operators.

Air transport is the mode of transport experiencithg greatest upswing in the  Air traffic
CR. Prague-Ruzynairport enjoys a dominant position, taking carenobre than

94 % and 84 % of the total performance in the tgzors of passengers and goods,
respectively. Other airports of international imgaorce include Brno, Ostrava,

Karlovy Vary, Pardubice, yet their capacities amdyoused to a limited extent.

Outdated technical installations and the low cafyacf the terminals, as well as

the insufficient linkage with other segments of tinensport infrastructure, mainly

the lack of links to passenger railway transpod aindering its greater utilisation.

The combined length of the actually exploited watays on the CR territory is  Waterways
663.6 km, of which 303 km of the Labe-Vltava watexyvcan serve long-distance

continuous water transport. Only a minor part oé t8zech waterways can be

classified as corresponding to international catego

3.3.2. Public Transport and Availability of Transp®

The share of public to individual automobile transiphas shifted from the ratio of  Decline in
4:1 in the 1990s to the current ratio of 1:1. Tlsisuation makes a considerable public
contribution to the impairment of environment, migiim urbanised areas. In the transport
public interest, the CR guarantees so called basilability of transport, i.e.

a reasonably available transport on through thele/igeek.

It is only in some regions that integrated trangpsystems have been created Potential of
which combine more types of transport, most oftemlpc bus and rail transport the integrated
plus the systems of urban mass transportation. Modéearance and handling  transport
systems are often absent. It is indispensable tcstba&tegic in developing the
integrated transport systems as well as their aaenections, to build integrated

5 Interfacing with the European classification, ttaldwing major railway routes have been set
out: Corridor No.1: (Berlin-Dresden)-Béin-Praha-Pardubic€eska TFebova-Brno-Beclav-
(Wien/Bratislava—BudapestNo. 2: (Gdaisk-Warzsawa-Katowice)-Petrovice u Karviné-Ostrava-
Prerov-Breclav; branch line Rrov-Olomoucceska Febova;No. 3: (Le Havre-Paris-Frankfurt
a.M.)-Cheb-Plz#-Praha-Ostrava-(Zilina-KoSice-Lvov); branch linez&-DomaZlice-(Nurnberg);
No. 4: (Stockholm-Dresden)-&in-Praha-Tabor-Veseli nad LuZniCiBudsjovice-Horni
Dvoriste-(Linz-Salzburg-Ljubljana-Rijeka-Zagreb).
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transport systems in cities and urban agglomeratishere the more eco-friendly
kinds of transport would gain in prominence, indlugl the option of using bio-

fuels and natural gas in transport, and to suppthe park-and-ride and
bike-and-ride systems.

3.4. Environment

3.4.1. Environmental components

During the 1990s, the CR registered improvementsaarly all the components of State of
environment. The high emissions of contaminantstipalarly in the air, were environment,
significantly reduced through investments into @=ging emissions end use dynamics of
devices. During the period between 2000 and 2006 Jevel of emissions in water changes and
has also been reduced. But in the area of air t@ntjty of emissions stagnated investments
between 2000 and 2006. This reflects on the aidigguen the CR. The air quality

is not improving, in the case of some contamingi®®l,o and benzo(a)pyrene) it

IS getting worse.

The current environment in the CR cannot be regaiaiesatisfactory, inasmuch as

it follows from the trends monitored that some bktvery positive trends which

had been characteristic of the early 1990s wersveatb down, stopped or even

reversed during the last years. The values of theid standard environmental

indicators do not differ by any order of magnitudeom the EU-15 (pre-

enlargement, i.e. prior to 1 May 2004) and OECD&@rages, but are at a lower

level in comparison to the neighbouring states. Tdymamics of present-day

changes is, however, slower due to lower activityadopting the environmental

protection measures and the significant decreagereenced in environmental

investment. Therefore, further environmental immments will require higher

level of investment, primarily into modernizing tawlogical processes and

innovating manufacturing technologies.

The main problems and risks to the quality of epwiment are as follows: Negative

« exceeding the emission limits and target emissionits with regard to factors
human health protection and ecosystems and vegatptbtection,

* the negative impact of growing automobile traffin ahe health of the
population (particularly in cities and towns lacibypass roads where the
traffic of the most important state and regionaltes is conducted),

* the negative impact of energy production (includthg household heating)
on health (high background levels of air pollutio®. also in rural areas),

e contamination of the environment by dangerous sarsts from industry,
agriculture, households and agglomerations, emengtraks of hazardous
substances to the surface and underground waters,

e a poor condition of running surface-water in terofstheir environmental
cleaning functions, a low retention capacity of daoape with relatively
high risks of flooding,

» ahigh degree of fragmentation of the landscape,

* numerous localities suffering from old environmdritardens,

* a high percentage of land threatened by water erpsi

» high greenfields construction activity,

» forests threatened by atmospheric depositions agtatled soils, and the
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unsatisfactory health condition,
» the danger of a further reduction in biodiversity,

e the unsuitable structure of traditional fuels (withregards to the
environment). Brown coal, which is the least ecatadly acceptable, has
still a dominant place.

Water use and discharge of wastewater are basicadpilised. All settlements
above 10,000 population have their waste watertitneat plants built. Those
stations which fail to meet the limits imposed by@@cil Directive 91/271/EEC
will have to be rebuilt and intensified, incl. comepion of sewers before the end of
the transitional period, i.e., 31 December 2010ni&irly, all communities having
population equivalents (PEs) of 2,000-10,000 muatseh their waste water
treatment plants installed and running by the erfdtlee transitional period.
Agglomerations of up to the PE of 2,000 where thisra sewer system must have
an adequate waste water treatment system in pl&ether, renewal and
modernisation are also necessary for the water-svarid distribution systemsde
Table 9 in the Anngx

Emissions of all basic pollutants stagnated betw2@d0 and 2005. Among other
developments, emission limits for PM10 were excekithe35 % of the territory in
2005 (i.e. over 65 % of the Czech population wespased to above-limit air
pollution levels) and approx. in 5 % of the Czeelnritory the target emission limit
for polycyclic aromatic hydrocarbons (PAHs), suck &enzo(a)pyrene, was
exceeded (i.e. with an impact on approx. 35 % @& gopulation). Long-term high
levels of air pollution by tropospheric ozone cahge a nation-wide issue. These
limits exceed the target emission level set for launmealth protection (in approx.
99 % of the territory). In the past two years, tlevel of pollution by fine dust
particles (PM2.5) exceeded the proposed limit iprag. half of the sites where the
PM2.5 pollution levels were measured.

In addition to increased health risks, current@uality situation brings about also
failures to comply with both Czech and EU legistati

The specific measures of system programming inséntsihave been identified at
all levels, which will help improve the current sdtion. Implementation of these
measures depends particularly on available funds.

The overall production of waste is declining but mcipal waste has been growing
moderately since 1995. Until now, insufficient aitten has been paid to the
collection of sorted waste, the biodegradable congmb of municipal/communal

waste and the material and energy re-use. Effe¢tiots are either missing or have
not been implemented to prevent environmentallyrientdly handling of waste,

causing burdens to the landscape due to the pres@aficuncontrolled and

unmanaged waste dump sites.

A growing share of the Czech population is exposted excessive noise,
particularly in larger towns and cities and in aseadjoining the routes, which
conduct heavy traffic. Construction of anti-noiseeasures and enforcement of
noise level limits on producers proceed at a ragiew pace.

Nature and landscape development are threatenedddyurdens, facing problems
particularly in connection with extensive areas asated by mining (coal,
uranium) and in connection with industrial sitedléa into disuse (brownfields).
New environmental burdens are being generated, botltrolled and illegal dump
sites containing municipal/communal waste, toxictenals dumped and not
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disposed of properly. Moreover, there has been aunting incidence of
emergencies both in industry and in road transpavhich threaten the
environment. The elimination of old environmentalirdens requires capital-
intensive, long-term investments. Appropriationdarid for new construction are
still frequent and the degree of revitalisation asubsequent re-use of brownfields
is low. The situation in respect of nature and lacape is also being unfavourably
affected by agricultural production, forestry arnxpanding settlements, as well as
by transport and industry. An element of importatcé¢he protection of nature has
been the introduction of the Natura 2000 systend wet the problem of gradual
loss of biodiversity persists. Professional docutagan including the monitoring
of the situation regarding the different environrtedrcomponents continues to be
underdeveloped.

3.4.2. Energy conservation

The Czech economy, above all the Czech industrg, lbag been known to be Energy
highly demanding on energy, with a low share ineemble sources of energyde savings
Diagram 11 in the Annex)logether with the transport sector, this is teason for

the energy supply and demand being the largestrirtor to emissions polluting

the environment. Alternatives, primarily renewalleergy sources (RES) and the

increase in the energy efficiency of traditionakoerces, are only developing

slowly. In addition to transport and industry, theusehold sector is one of the

greatest potential energy savers. Reducing the soms of greenhouse gases in

relation to energy conservation measures is a pyiora. pursuant to the Kyoto

protocol on climate chand® Also, the renewable energy sources support ptesen

significant measures in the battle against clinzitange¥’.

The State Energy Conception until 2030, approvedh®y Government, specifies
state priorities and defines goals, which the statmild like to achieve upon

affecting the development of the energy economyrdkie next few years, under
the conditions of a market-oriented economy. Whele&ing priorities, goals and
sets of instruments of the State Energy Concepgorergy, ecology, economy and
social aspects were respected.

This Conception is based on security, independamckesustainable growth, which
fully complies with the new Energy Policy for Eureghat the EU is currently
starting to implement. The Conception has four mgals — maximization of the
energy efficiency, ensuring effective amount anduaiure of consumption of
primary energy sources, ensuring maximum envirortméiendliness, and

finishing the transformation and liberalizationmdwer industry.

A maximization of energy efficiency will involve significant reduction of energy
consumption per unit of GDP, which should reach@h®7.5 % of the year 2000
in 2030 — the expected reduction should reach 82.FEnsuring the effective
structure and amount of consumption of primary eyersources means
maintaining the variety of the national energy mitkshould consist in future of
lignite (even despite constant decrease in its petidn) and also of increasing
proportion of nuclear fuel, natural gas, and renkl®aenergy resources. The

16 Czech Republic's commitment for the first inspentiperiod (2008-2012) is to reduce its
?;eenhouse gases emissions at least 8 % in congpaiosthe 1990 level.

Based on Directive 2001/77/EC on the promotion letticity produced from renewable energy,
the Czech Republic accepted share of eight peraéptectricity produced from renewable energy
sources on total electricity consumption as andative target value in the year 2010.
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proportion of so-called unconsumed energy will havsignificant and constantly
growing character — exceptional emphasis is and el put on energy savings.
The biggest economic potential of savings is ingarenterprises, residential
houses, and the production, transfer, and transdton of energy. Ensuring
maximum environment friendliness means mainly peremd reduction of all
emissions. The reduction of the basic greenhouse-d2G - is very significant.
Due to increasing importance and increasing shdraosemmission sources in
Czech energetics (nuclear energy and RES) it isirassl that emissions will
decrease by 30 % in 2030 as compared to 2000 &b4Dcompared to 1990. The
goal of finishing the transformation and liberaliwan of the energy industry is
also gradually fulfilled in relation to the EU plann this field.

When applying the objective and system measuresthd State Energy
Conception, the state’s stimulations to and comroaton with the business
sphere, the energy industry will aim at high appagon of energy inputs. All
quality parameters of energy industry will improgensiderably, the appreciation
of consumed energy to the formation of GDP will iease, and energy savings
and economy will improve. Both factors together lwidontribute to fast
approaching the parameters of original EU countriesthermore, the load on the
environment will decrease, and the CR will meetddiligations from international
contracts in the sphere of power industry and thei®mnment. With minimal
increase in the consumption of primary energy sesy¢he structure of primary
energy sources will continue to change. The condiongand extraction of lignite
will decrease in the period under considerationatmput 40 % compared to 2000.
The hard coal market will also be significantly textd by 2030, with increasing
role played by imported hard coal. All charred caahsumption will be covered
by imports. The consumption of oil should decreaseone half. Increased
significance in the structure of primary energy sms will be given to natural gas,
nuclear fuel, and above all renewable resourcese Tiversification of the
consumption of primary energy sources will furthiecrease due to these changes.
Consumption of electricity will grow, but with gra@dl reduction of the
consumption growth speed. Nuclear energy will beeote most distinct
technology of electricity production, and the pration of electricity and heat
from renewable resources as a significant domeshergy source will also
increase.

3.4.3. The Kyoto obligation

Projections of emissions show that the CR will més Kyoto obligation with Kyoto
sufficient reserve, with non-EU ETS sectors beiragtpf total emissions of C£ obligation
Moreover, the CR plans to develop policies and meas that relate to reducing
emissions of greenhouse gases beyond EU ETS. Gslesgnificant measure is

for example the introduction of ecological tax refg or the implementation of the
Directive on the energy performance of buildingfieTmain goal for the future
period is to reduce the steep increase of emisdiams traffic. The CR supported

aims to reduce greenhouse gases within EU at lba20 %, 30 % resp. in the

year 2020. The work on the evaluation and updating National program on
reduction of climate changes impacts started adogrdo the Government
Resolution No. 187/2004.
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3.4.4. Environmental and technological risks

The level of risk posed by natural disasters, irtdakaccidents and emergencyEnumeration
leakages of hazardous substances has mountedygretite CR. Natural disasters of risks and
as well as industrial accidents, traffic accidewtsusing leakage of dangerous the risk
substances to the environment, fires, and otheatsrhave become substantially elimination
more frequent in recent years, and the total lossesirred have also growninfrastructure
higher.

The experienced negative impacts tend to be largssen destructiv¥. In case of
natural disasters (floods in particular) the bgsierequisite to decreasing the risks
of such calamities occurring is to implement enwineentally friendly measures in
the landscape (to boost the retention capacityhefland, etc.). Other weaknesses
of the present system of protection against thasksrand of protecting the
environment include the lack of modern technicatipgnent for the integrated
rescue system and of means of protection for theupation. Environmental
education of the population as a preventive tod Ao been underdeveloped and
continues to operate under the constraint of agetible lack of funding.

3.5. Tourism and Culture
3.5.1. Tourism

Tourism is an important segment of the economy.shsre in the total of the The role of
employment in the CR and in GDP (as per the 20@&res by the World Travel & tourism
Tourism Council) has been 12.9 % and 3.1 %, respelst After 1990, there has

been a substantial increase in the number of foreigitors (more than 100

million arrivals in 2006).

There is considerable historical, natural, and wnalk potential® in the CR for the  Potential of
development of travel and tourism and health resepas. Most of the historical tourism
buildings and sites are in a state of disrepaid #ns is why intense care has to be

devoted to their reconstruction and revitalisatisa as to permit the related

services to develop therein. The country has a fughsity, well signposted

network of interconnected tourist trails and routdtering potential for tourism

and recreation or leisure activities.

The utilisation of this tourism potential is insidient, mainly due to an inadequate Lay-out of
infrastructure and a poor quality of both the baaid the ancillary services, tourism
including the management quality and the propagea#iba national level. A great potential
problem faced by tourism in the CR is the unevemantration of tourists and
visitors across the regioffsand the unexploited potential of the regions whish

18 n the great floods which befell the CR during Jalgd August, 1997 the territories of 33 districts
were hit, a total of 29,358 persons evacuated; ugést 2002 a total of 43 districts were hit
belonging to 10 different regions, with 99 townsdamunicipalities flooded, water damage was
suffered by yet another 347 towns and municipaditibere were 123,200 evacuees.

9 Currently there are approximately 44,000 buildiragsl real estate entities of cultural monument
character (of which 191 are National Cultural Moremts), 900,000 heritage assets having the
character of personal property and 575 heritagersegions and cultural monument zones of urban,
rustic, landscape or archaeological type (in aceoo# with the Central registry cultural
monuments).

20 Approximately 40 % of the total visitor rate iskan up by the Capital City of Prague, the other
most frequently visited areas include the West-Buola spas, KrkonoSe (Giant Mountains) and
Jizerské Mountains, Sumava Mountains and othersaire&outh Bohemia, selected destinations in
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also limited to a certain season only: the chalkeng to overcome this season
limitation. Other reasons include the substantid#fedences in the level of
amenities available of different regionseg Table 10 in the Anngxa poorly
designed or deficient distribution of competenceroag the participants of
tourism, lack of funding for the maintenance andewal of the cultural heritage
sites, and the limited resources available for si@port of SMEs in the area of
tourism. There is a significant opportunity for tGdR to exploit the travel industry
market by offering new products such as tourismufied on cities or congresses,
incentive, sports and biking tours, tourism origathon cultural monuments and
events, and a wide range of 'environmental’' prosluBural tourism also offers
good conditions.

A serious problem is posed by the persistent lovelef partnerships between the
public authorities and the business subjects, comiti@s, regions and the State
and insufficient development of cross-border pamsh®, particularly with the
partners from the countries with more developeditn, in a process of tourism
potential building-up in territory, as well as theck of skilled staff in tourism and
the limited language proficiency encountered in sagions.

3.5.2. Culture

The CR has a high-density network of cultural morants and historic residences,
mansions and cultural institutions standing underitage protection. A great part
of the rich cultural heritage is in a condition utrfior immediate use, owing to the
lack of resources. In a number of cases, they d&weatened by decay. The
country's unique networks include those of museamd galleries, libraries, and
theatres and cinemas, which have again been emgdygher visitor rates recently.
However, the culture services provided are not diifeed. There is strong
predominance of a traditional focus over curremggressive forms addressing a
wider general public, including the youth. The rodé the culture for socio-
economic development of the society in the CR idenestimated.

The cultural infrastructure is concentrated in kargities, whereas in smaller
settlements it has been declining in its qualityeeen ceasing to exist. A sizeable
part of the cultural infrastructure is outdated amduipped with inadequate
technology. What ensues is a growing gap betweegpplsuand demand as
concerns the important types of cultural activitiesceiving support from the
public budgets. On the whole, the situation in #rea of culture carries the stigma
of a shortage of investments in the long term, bé tinsufficiently clarified
relations to the regional and municipality budgedad last but not least, a low
level of stimulation accorded to partnerships betwehe public and the private
sectors.

3.6. Public administration

Early in the decade, the CR implemented phasesd2aof the territorial reform of
public administration in order to decentralise iy strengthen territorial self-
government and to bring public services closer tozens. Therefore, in the

Cultural
potential

Culture in
regions

State and

comparison

of public

nearest future, no significant changes are plannethe institutional area. This administra-

Central Bohemia, and out of the large cities, mgiBino — the “City of Fairs.” Among the most
visited regions there are the locations which amete list of UNESCO.
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reform, however, was not accompanied by sufficianprovement of quality, tion quality
effectiveness and transparency of public adminigtna In terms of the public
administration quality, the CR occupies one of thst positions among the EU-
25. The worst evaluation is given to the efficiermypublic expenditure and to the
regulatory burden at the central level. Subjecketss criticism is also transparency
in Government policies. On average, the positiortted CR is the worst in the
group of Government efficiency indicators, where @R ranks last but one of the
EU-25. Similar results are also obtained from an altéieaconcept of assessing
the quality of administration, which is focused selected aspects of the operation
of public institutions — the protection and enfomeent of property rights and the
scope of effectiveness of Government activities poticies. The development of
eGovernment is still at a low level as wedlkee Diagram 12 in the Annex)
Therefore, the reform of the public administratiguality and the reform of central
public administration are now starting, which acelde finished by year 2012 in
accordance with the approved concept material.

The Czech public administration has yet to cope ntyawith the following Difficulties

problems: within public
» the absence of a system of effective managementjaatity assessment of admlnls_tra-
public administration, tion

e underdeveloped HRD system, including elLearning, lwfth public
administration’s staff and the elected represewmsti (vocational and
managerial education; the Civil Service Act whichim force, but actually
ineffective),

« the indispensability of speeding up the administratcapacity of public
administration at the levels of regions and new nmHpegions
(municipalities with extended territorial jurisdion),

* the limited level of digitisation of public admirtigtion in three main
dimensions: (i) in contact with citizens, (ii) iratact with entrepreneurs,
and (iii) among individual public administrationghitutions,

e insufficient use of innovative approaches in pubdidministration at the

local level to ensure accessibility, quality andrtsparency of the public
services to all citizens,

* the absence of comprehensive systemic changeshiicpadministration at
the local level in rural municipalities leading soguaranteed accessibility
and quality of public services to all citizens,

* a serious and relatively stand-alone issue is tlog Sunctioning of the
judicial system and law enforcement issues,

* a considerable issue is a lack of adequate infolonaand territorial and
analytical data to support well-founded decisionking (on territorial
matters).

21 World Economic Forum — Global Competitiveness nep®004-2005, Palgrave MacMillan,
2004, Czesana, V., Katfibkova, A., Spvatek, V. a kol.: Réenka konkurenceschopnosteské
republiky, CES 2005.
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4. REGIONAL DEVELOPMENT

4.1. Structure of settlements and problems of urbardevelopment

The Czech Republic is characterised by a fragmestadtture of its settlements, Residential
with a historically given high number of municipadis (see Table 11 in the structure
Annej. There is a great number of municipalities in tR (6,248 as of

31 December 2006) of which only a minor part carrégarded as towns based on
international standaréfs Nonetheless the urban areas play an importaetirothe

development of the entire regions. From the funaidy viewpoint, the following

urbanised areas can be identifiePrague agglomeration, East-Bohemian Agglome-
agglomeration, North-Bohemian conurbation, LiberecJablonec nad Nisou, rations
Plzei, Ceské Budjovice, Karlovy Vary, Ostrava agglomeration, Brno
agglomeration, Central-Moravian conurbation, Zlin.

The following hierarchy can be used at the levelimdividual settlements: The
Capital City of Prague is an international metrdpaif a lower degree, which has
been long established as the natural centre of Buheand the whole CR. The
regional metropolis of a higher degree is Brno -tunally integrating the area of
South Moravia; the regional metropolis of a lowesgdee is Ostrava as the natural
centre of Moravia and Silesia. Plzés a meso-regional centre of a higher degree;
Hradec Kralové, Pardubice, Liberec, Usti nad Labe@ieské Budjovice,
Olomouc and Zlin belong among other meso-regioeaties — the natural centres
of the respective regions. The role of Karlovy Vaand Jihlava as regional
administration centres is being enhanced. Most wmipalities with extended
territorial jurisdiction play the role of micro- gtonal centres, of which Mlada
Boleslav and Opava aspire to become meso-regi@rdles.

With regards to the potential for further developmeThe Spatial Development Major
Policy defines 12 main development areas. Far nii@guent requests are madedevelopment
for zoning changes in the following areas becalsy tare centres for international areas

or nationwide businesses: Prague, Ostrava, Brnadetr Kralové — Pardubice,
Plzei, Usti nad Labem, Liberec, Olomouc, Zlia@eské Budjovice, Jihlava and
Karlovy Vary. These development areas are linked bylevelopment axes.

The Capital City of Prague is currently one of timeost dynamic and most Capital City
successful regions of Central Europe. However omfconts a number of serious  of Prague
problems. It still ranks among the Czech regions the most disrupted
environmentally, its transport infrastructure isr faom corresponding to the

present — let alone future — needs and the qualityhuman and innovation

potential of the city is only partly used. On théher hand, the achieved level of
socio-economic development determines the Capiigl & Prague as the main
development pole of the CR capable of producingowation impulses and

transferring them to other Czech regions. The Gaiity of Prague is the natural

gravity centre of Central Bohemia; building the aafy infrastructure
interconnecting both regions requires close co-af@n and particular approach.  pifferences

The GDP per capita in Prague (in purchasing powandards) represents 143 %  in socio-
of the EU-25 average, whereas the value for the IR is 70.9 %. Individual economic

%2 Though the international definitions are not s@hih international context the population is
considered like urban population when living in nizipality with more than 2000 inhabitants. In

municipality law as one of conditions for confessistatute cities limit of 3000 inhabitants is

mentioned. There were 529 municipalities with tostatute in the CR in 2006. The CR has only
five cities with populations exceeding 100,000 ag§ue, Brno, Ostrava, PlzeOlomouc.
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regions show less than half values (58.2-66.4 %he Trate of registered  characte-
unemployment in Prague (2.9 % in September 200@proximately a third of ristics
this figure for the whole CR (7.8 %) and almostiéiif as compared to regions

with the highest unemployment rate (Moravia-Silesidlorthwest). The

comparative advantage of Prague in the area aatgreducation and research and
development capacity development is remarkable. [Bympent in the tertiary

sector in Prague (79.1 %) substantially exceeds vhkie of the whole CR

(56.5 %) and other individual regions. The sharetidents of Prague universities

in the overall number of students in the academeary2004/2005 was 40 %; or

even 68 % in the case of private schools. Thereagmerox. two-thirds of public

R&D institutions located in Prague and a third eivate R&D institutions (Prague

is the seat of 40 branches of the Czech Academyatnces and 50 research

institutes). In 2004, Prague was the destinatiom 8.9 % of total R&D

expenditure and more than 63 % of public sectoresditure.

The dense network of small and medium-sized towmslérs the emergence of Insufficient
stronger development poles that could become thg Reles of regional number of
development, thus making it possible to create @voek equally extending over growth poles
the entire CR territory. The positions of regior@@ntres is weaker compared to

regional centres abroad, so that when stimulatiregregional development poles it

is necessary to take account of the comprehenstveldpment of the urbanised Networking
areas listed above. In spite of this, certain regiof the CR do not dispose of the of towns
critical mass required, and the gravity force obban centres does not allow for an

integration of its relevant territory (such as thegion of Bohemian-Moravian

Highlands). To transmit the development stimulirfrehe national centre and from

the development centres of neighbouring countries necessary to stimulate the
development of links between the different urbadisgeas, so as to produce

a networking effect and to promote polycentric depenent. When extending

support to the development of urban areas, it ipenative to also take into

account the efforts to resolve the social problesugently faced by the towns —

a social and economic downfall of certain town digs (restructuring the town

economy, transforming the transport services anffagtructure, cultivating

the residential developments).

Within the framework of the settlements there aésast peripheral regions in the Peripheries
CR at the level of micro-regions, particularly ine border and mountainous areas

to the North-West of the country, as well as in ehemian-Moravian Highlands

and scattered all across the CR territory. The @tadhte transport connections to

the regional centres cause considerable problemshéo peripheral regions.

Remoteness has its share of responsibility in kagphe unemployment figures

above average and in the generally inhibited ecaoamutivity of those territories

where it cannot be fully compensated by revenuesftourism and agriculture.

The peripheral regions suffer from neglect by inves.

The system of regional policy of the CR at the patl (or regional) level defines Regions
supported regions and micro-regions as structuratfgcted, economically weakwhich receive
regions and micro-regions with extraordinarily higimemployment levels. In concentrated
order to ensure their development the CR introduaezbrresponding system of state support
interventions aiming at the regions. In 2007 - 30these problem areas cover

30 % of the Czech territory and are home to 30 %haf populatior(See Map 2)
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4.1.1. Rural areas

The CR rural areas at NUTS level 2, according to iaethodology as at 1 January Definition of
2003, were constituted - except for the Capitaly@t Prague and Moravia-Silesia rural areas
- by all the cohesion regiofis

The population growth in the rural municipalitieaginot been uniform across the Structure of
entire territory and is closely related to the sthmnisation process. the rural
The percentage of the working population increaséh the size category of the areas
municipalities. Problems are concentrated in rarglas, including those relating to

access to environmental infrastructure and thoseth#f outdated transport
infrastructure. The capacity and quality of locaitlaorities are inadequate, as is

the accessibility of public services. The impairmhehthe demographic structure

impacts upon the social infrastructure of the rusaéas which then becomes
unprofitable to operate.

Three types of rural areas, in which different wlenbecome visible, can be Types of
identified in the CR: rural areas

» rural areas in the hinterland of large cities Hunced predominantly by
suburbanisation and registering significant popalatuptakes which in
turn influence development and particularly thevestment priorities,

» rural regions developed to an average degree, rdistant from the large
urban centres but easily accessible by transpadth(mcreation potential),

» peripheral rural regions, sparsely populated, igaldrom the sub-regional
centres and from major transport routes.

Over a long period of time the border regions hagki peripheral within the Border areas
national state in that they were remote from thevedepment centres. This

regularity was particularly valid, in view of the arkedly concentric shape of the

country's territory. Their distance from the cestied development and especially,

from the centre of greatest importance i.e. the i@GaCity of Prague, due to the

fact that the territory of Europe became organisednational states, constituted

one of the barriers in their development in thedderm. This handicap simply is a

fact to be faced, which can be dealt with only tbraited extent, e.g., by building

up the infrastructure (transport, IT, etc.) to lgithese areas closer to the centre-

point of the country in terms of time or virtually.

There is a development potential also in the outhwirection, towards the regions Integrated
of the neighbouring states and their regional cemiton the other side of the development
border. Such integrated development is prerequisde only for removing the

frontier barriers (e.g., by expanding the Schengeea) and the infrastructural

barriers (cross-border overland communications jgliag access from both sides

of the border to the future common centres of thess-border areas, IT networks,

etc.), but also for eliminating the existing psydbgical, historic or language

barriers etc.

23 By this definition, the rural areas encompassed49% of the country's territory, with the
communities situated in the rural areas thus defirepresenting 95.2 % of all CR communities and
76.2 % of all CR population.
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4.2. Summary of the causes underlying the major reignal disparities

The development which occurred in the differentioeg of the CR was closely  Analysis of
connected with the territorially-differentiated dymics of the economy. The main disparities
causes underlying the uneven development of thensgand the emergence of

regional disparities as follows:

* Regional differences in economic structure andlitersity— a significant
decline in production and employment in heavy idas — Moravia-
Silesia and the North-Westhe downfall of textile and electrotechnical
industries -in the North-Easand the clothing and footwear industriesn
the North-East (Pardubice region), Central Mora{@#in region) and the
South-East (Highlands)a marked loss of workforce in agriculture
particularly in the traditional agrarian regionsn the South-East and in
Central Moravia (Olomouc regionyevelopment of the tertiary sector,
concentrating predominantly in larger towns and &wgerations. Big
regional differences exist also in the area of inative potential.

e The quality of human resourcésducation level, entrepreneurial tradition)
and of local governmentinsufficient administrative capacities in small
municipalities — more than 80 % of municipalitiemeffectiveness,
absence of systematic and comprehensive developrokrthe local
potential, orientation on conceptual approaches, strategiomiay etc.),
low interregional mobility of the workforce

* A persistently unsatisfactory environmental sitaat— Moravia-Silesia
and the North-West, large cities — Prague, Brnazglkl Usti nad Labem,
Pardubice-Hradec Kralové and elsewhddmeven coverage of territory
with technical infrastructure Existence of numerous territorially and/or
technically determined specifics and problems

» Differences in the geographical position of the i@gs within the CR as
well as in the EU context.

4.3 Summary of regional disparities and classificabn of the regions
The substance of the regional disparities, evenmentioning the fundamentalClassification
difference existing between the socio-economic leemd the degree of  of regions
development of the Capital City of Prague on thes drand and of the cohesion
regions on the other hand, can be expressed bydit@ving types of cohesion
regions:

* Regions undergoing rapid developmenthe Capital City of Prague.

* Regions undergoing developmertSouth-West and Central Bohemia.

* Regions having low growth dynamics South-East and North-East.

* Regions lagging behing Central Moravia.

* Regions on the decline Moravia-Silesia and the North-West.

Even more pronounced disparities can be identifiedthe level of regions and Micro-
especially, on the level of micro-regions, wherebstantial differences in regional
economic performance exist. They relate to the labdity and territorial coverage  disparities
primarily of the peripheral regions, including theailability of public services, as

well as to the unemployment rate which is influedcea. by the ability of the

population to adapt to changes occurring in theolabmarket, to upgrade their

27



NSRF Czech Republic 2007 - 2013 — July 2007

knowledge and skills and possibly also to launchd goursue entrepreneurial
activities. Disability in these characteristics sas stagnation or impairment of the
quality of life and, consequently, weakening of tlbeal communities (citizens'
participation in public affairs, development of twal and social activities, etc.)
and a general undermining of these communitiestasnable development. The
micro-regions thus affected suffer from significartanges in their demographic
structure, loss of population groups with good mests, indispensable to the
regions' development — the educated people in fr@ductive age. What ensues
from all these processes is a decline of the ecangrarformance of the territory
in question, and the emergence of barriers whictdér the necessary regeneration
from being launched in the regions thus affected.
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5. SWOT ANALYSIS

Strengths
Economic situation, innovations and competitiveness
e macroeconomic stability and swift economic growth in relation to EU
« massive inflow of foreign direct investments supported by the system of investment incentives
« export oriented production
» existence of high-quality scientists and scientific teams in selected internationally competitive
disciplines
Modern society and competitiveness
« ongoing social dialogue and resulting social stability
« sufficiency of qualified labour for competitive price able to use modern technologies
« high share of graduates who gained higher secondary education with the Leaving Examination
* high penetration by means of mobile communication
Environment, availability of transport and competitiveness
» high density of road and rail network, network character of railways

» higher performance of public transport in comparison with the EU, high share of urban public
transport in passenger transport performance

« overall improvement of the environment

+ adequate share of protection areas, implementation of localities and bird habitats (system
NATURA 2000) with European importance

Regional development and competitiveness

e minimum differences in GDP per capita between individual cohesion regions (with the
exemption of the Capital City of Prague)

+ important socio-economic position of Prague in the European hierarchy of settlements
« significant internal potential of the border regions

Weaknesses

Economic situation, innovations and competitiveness
» incomplete reform of public finance
» lower labour productivity and other production factors in comparison with advanced countries
« out-of-date manufacturing base with high energy and material demands on production

* low share of both private and public expenditure in funding of applied research and education
of labour force, insufficient infrastructure and capacities for R&D

» insufficient ability of the business sector to absorb the results of R&D (with problems on both,
demand and supply side), rigidity of some R&D institutions, low involvement in international
networks and enterprises

» low quality of services and unsatisfactory infrastructure for tourism

« insufficient utilisation of the natural and cultural potential for development of tourism (except
Prague)

Modern society and competitiveness
- persistent negative development of natural renewal of population, ageing population

» insufficient relation of education systems to the changing requirements needs of the labour
market, insufficient cooperation of schools and employers (life-long learning)

 below-average expenditure in education, active employment policy, health care and culture
from both public and private sources in European comparison

* low efficiency of language education

» |ower share of students in tertiary education in comparison with the average of countries with
long-functioning market economy

« insufficient knowledge and competence for business activities
« regionally differentiated high unemployment rate with marked elements of structural
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unemployment and high proportion of long-term unemployed persons

persistent slow and insufficient integration of specific groups of population

insufficient utilisation of information and communication services by SMEs and households
modern management methods and ICT are insufficiently applied in the public sector

low effectiveness and quality of public administration operation in small municipalities -
absence of equal access to the basic local public services for all citizens

Environment, availability of transport and competitiveness

uncompleted network of TEN-T, insufficient network of motorways and expressways

low level of waste-water treatment in municipalities of up to 2000 and between 2001 and
10 000 population equivalents (PE)

long-term burdening high percentage of inhabitants with over-limit level of air pollution
exposition of a high number of inhabitants with noise

low capacity and low quality interconnection of settlements in regions,

insufficient accessibility of transport services in certain regions

critically worsening situation in maintenance of transport networks

slow development of combined transport and logistic centres

high share of old environmental burdens, low rate of utilisation of brownfield areas

insufficient risk prevention, in particular concerning natural disasters and technological
accidents

low share of renewable energy sources, lower ratio of energy yield from traditional resources

Regional development and competitiveness

high regional differences in dynamics of economic performance and according to the share and
concentration of structural problems

regional differences in quality of environment, worsening of environment quality in the cities

lack of employment and retraining opportunities in rural areas and drain of working age
population

economic and social problems of border and peripheral regions

neglected transport infrastructure connecting border areas with the centre inside the state, but
also with development centres of border regions of the neighbouring countries

underestimating of social-economic role of the culture, traditionally and monotone oriented
culture services supply

Opportunities

Economic situation, innovations and competitiveness

more intensive participation in the EU common market

possibility of recovery of the European economy, global growth of economy dynamics in the
eastern Europe area

strengthening of progressive segments of economy - pro-growth sectors, and utilisation of
eco-innovations

strengthening internationalisation of business activities, development of international
cooperation and expansion of enterprises on foreign markets

rise in expenditure in research and development at least to the level of the advanced countries

interconnection of domestic R&D capacity with the international, in particular European
structures

development of cooperation of scientific research institutions, schools, innovation centres and
enterprises, establishment of networks

development of industrial services and consultancy services, especially for SMEs

utilisation of resources from the SF in the period 2007 - 2013, enabling speeded up
implementation of strategic investment actions

possibility of further development and improvement of quality of services for tourism

versatility of landscape with high natural diversity and cultural-historical potential, attractive
for tourism, recreation, leisure of inhabitants and their further education
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Modern society and competitiveness

 development and further improvement of the education system, increase in openness and
permeability, quality and efficiency of education, including language education

* rise in expenditure in education and healthcare from both public and private sources, at least
to the level of the advanced countries average

+ implementation of system of life-long learning and improvement of motivation to participate in
further education

e development of quality and supply of technical and natural-science education and its
diversification, participation of graduates in R&D

« formation of conditions for development of information society

« increase of ICT penetration in the business sector and households and development of secure
electronic services

* increasing of life contingency both men and women

« strengthening of internal migration to work in relation with flat market liberalisation and wage
growth

 completion of public administration modernisation and increasing efficiency of its management,
strengthening administrative capacity at all levels of public administration

« application of public administration partnership with business subjects, social partners and
NGOs at all levels of management of public matters

Environment, availability of transport and competitiveness
+ speeded up completion of the construction of network of motorways and expressways
« improvement of quality of the environment - reduction of loads and burdens and prevention

» expansion of integrated passenger transport systems, including modern check-in systems and
construction of transfer terminals

+ development of combined transport, strengthening importance of rail transport
» development of conditions for private investment in public infrastructure (PPP and licences)
+ rational management of energy - energy savings, support of alternative sources of energy

» sustainable development - increase of competitiveness influenced by modernised production
leading to increase of energy and material efficiency

e prevention of waste formation, increase of the share of waste recycling
e prevention of environmental and technological risks
Regional development a competitiveness

» strengthening the role of big cities and urbanised areas as development poles for regions by
increasing quality and capacity of their transport connection to the network of motorways and
modernised railways, increasing of its innovation capacity

 potential of Prague to become important economic and management centre of Europe,
opportunity of other cohesion regions to utilise the dynamic development of Prague

e strengthening of applicable innovation potential on regional level, exploitation of innovative
actions

« strengthening of the role of micro-regional centres as local development poles
 development of sustainable technologies and business activities in rural areas

« encouragement of internal potential development in border areas by means of strengthening
cooperation as a source of creation of new jobs and economic development

Threats
Economic situation, innovations and competitiveness
e economic stagnation of global economic centres, in particular the EU
» developments in the sphere of public finance and public debt
e uncompleted restructuring of the economy
» risk of unpreparedness of the CR in case of premature adoption of the Euro

» exaggerated orientation on the area of production with low added value, risk of relocation of
important employers and investors to other countries
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significantly lower share of innovative enterprises compared with the EU-15 countries

insufficient cooperation between universities, research institutions and private sector in the
area of innovations

lack of institutions with efficiently functioning systems for transfer of R&D results
insufficient protection of intellectual property
decline in interest of the CR as a tourism destination

Modern society and competitiveness

impact of increasing share of the post-productive segment of population on the overall
economic situation and social and healthcare system of the state

possible destabilisation in case of reduction of social dialog

politicizing trends in public administration, persistent patronage and corruption practices
low law enforcement and slow activity of courts

personnel destabilisation in public administration

lagging in the development of knowledge society

absence of complex system of life-long learning (in particular from the viewpoint of connection
between initial and further education), absence of legal framework

local lack of specifically qualified labour influenced by its limited mobility

the Digital Divide - division of society according to the possibility and ability of access to ICT,
in particular to Internet, violation of security and protection of privacy in ICT use

decrease in quality of human resources in the health sector, education and public
administration as a result of inadequate wage conditions and a long term underfinancing of
these systems

long-term multi-generation unemployment, continuing discrimination of certain groups
disadvantaged on the labour market

low interest of all persons (including the unemployed) in further education (including retraining
courses)

deepening differences in the reached education level of Roma communities and major society

Environment, availability of transport and competitiveness

deterioration in quality of air caused by increased share of solid fuel burning during energy
production process

delay in construction of key transport corridors and communications, in particular motorways a
expressways

further increase of transit transport through the CR'’s territory, congested roads

decrease in mobility in the regions with low level of transport infrastructure and transport
services and access

decrease in share of passenger rail transport because of moral and technical insufficiencies
increasing anthropogenic burden on the environment in relation to economic development

underestimation of risk management, prevention and solution of environmental and
technological risks, insufficient protection against some natural forces

Regional development and competitiveness

growing differences in basic socio-economic characteristics at regional level

regional disparities in employment, further lagging of problem regions and disturbing social
stability

concentration of certain sectors only in some regions, possibility of instability of regional
economy

persistent negative image of certain regions

absence of regional innovation policies and of support of innovation potential development in
regions

increasing difference in quality of life between metropolitan and other regions
enforcing of spatial social segregation in the cities
devaluation of cultural potential, loss of cultural traditions and specific regional features

unfavourable age structure of population in rural areas, continuation of the process of
depopulation of peripheral areas
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6. ASSESSMENT OF THE IMPACTS OF IMPLEMENTATION OF T HE
PROGRAMMES 2004-2006

Prior to accession, the CR formulated its programemiesourcing the assistance provided from EU's
Structural Funds for the period 2004 - 2006. Nedhlg entire territory (except the Capital City of
Prague) was included under Objective 1: supportatgging regions. The following Operational
Programmes are designed to provide assistanceesethegions: Industry and Enterprise, Rural
Development and Multifunctional Agriculture, Hum&esources Development, Infrastructure and
the Joint Regional Operational Programme. For thpi@l City of Prague, included in this kind of
assistance within the framework of Objectives 2 @andf the EU regional and structural policies,
were drawn up the pertinent Single Programming Doents.

Implementation of the Operational Programmes wasdaed following the accession to the EU,
I.e. impacts of these interventions cannot be evatligts. To a certain extent this can be deduced
from the way in which money has previously beenmelled from the Structural Funds, which is
evaluated at monthly intervals on the basis of noreid data.

Progress of Structural Funds spending as of 31siuzy 2007

Table 12 in the Annex shows the flow of financesrfr the Structural Funds and the Cohesion Fund
as of 31 January 2007. Agreements signed to dateuamto more than three-fold the 2004
allocations. Effected expenditure accounts for mibian this figure and certified expenditure have
reached the level of 7.5 billion CZK. As far as thpplication of the n+2 rule for 2004 allocation is
concerned, the CR was able to use up all the money.

The mid-term progress report on CSF/OP implemeotafissessed the level of probability that
specific CSF objectives will be achieved. It usée funding levels and current indicator values for
output and results as at 15 December 2005 for iddial measures directed at implementing the
respective partial objectives.

Tab. 1: Forecast achievement of specific objectives basethe implementation progress as at 15 Decemb@s 20

I Specific objectives for creating suitable conditions for the business environment

Improving the business
infrastructure

Improving the institutional
infrastructure to facilitate
business development

Improving facilities for transfer
of technologies

Reinforcing mechanisms for
cooperation between research
centres and industry

Support for innovation capacity
in the private sector and
increasing added value and work
productivity

Progressing according to plan, indicating that the objective
will be achieved.

Some measures fall well below the planned levels and only a
small percentage of projects are producing the expected
benefits, some, despite a late start, are approaching their
objectives and we can assume that funding will gradually
increase; measures have been adopted to raise absorption
levels. We project that the objective may be achieved.

Despite starting late, some measures are approaching their
objectives and we can assume that funding will gradually
increase, some are progressing according to plan. We project
that the objective will be achieved.

Progressing according to plan, we project that the objective
will be achieved.

Progressing according to plan, we project that the objective
will be achieved.
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II. Specific objectives for Making the labour market more flexible

Reducing the gap between supply Some measures fall well below the planned levels and only a

and demand in the labour market small percentage of projects are producing the expected
benefits, some, despite a late start, are approaching their
objectives and we can assume that funding will gradually
increase, some measures are almost on schedule. We project
that the objective may be achieved.

Modernisation of training Despite starting late, some measures are approaching their
facilities to enable them to objectives and we can assume that funding will gradually
respond effectively to the increase, some are progressing according to plan. We project
demands of the labour market that the objective will be achieved.

III. Specific objectives for Improving the quality of infrastructure
Improving the quality of the road Progressing according to plan, we project that the objective

infrastructure will be achieved.
Improving the quality of the Progressing according to plan, we project that the objective
railway infrastructure will be achieved.
Improving the quality of other Progressing according to plan, we project that the objective
technical infrastructure will be achieved.

Source: CSF Evaluation of Mid-Term Progress of lerpentation

The evaluations above, although only preliminarg amdicative, show that despite a slow start to
implementation and certain complications, the C®jkectives can be achieved. In only two of the
objectives listed a slight risk remains that theyymot be fulfilled: "Improving the institutional
infrastructure to facilitate business developmeatid "Reducing the gap between supply and
demand on the labour market." However, the Managhughorities for both these programmes
have reduced this risk by introducing changes amdlifications to those ineffective measures that
should improve the rate of funding and facilitataterial progress.

Conclusions for the 2007 — 2013 period

It is clear from the results of the evaluation ofdxterm progress and the partial evaluation studies
as well as from practical experience of the implenagion of Operational Programmes, that
common problems do exist in terms of the using tgses from Structural Funds. Resulting from
this, during the next programming period complexasies must be adopted to resolve those
problems that have been identified, which:

e produce a simple and synoptic structure of impletagan wherein the applicants will
orientate themselves easily,

« simplify the complicated administrative process#sjs contributing to a more speedy
execution thereof,

* make an adequate administrative capacity availaioleluding the preparation of high-
quality, highly skilled staff capable of responditmthe clients' needs in a flexible manfier

» assure an adequate absorption capacity for the &g by implementing quality projects.

As noted above, the weaknesses in the public adination area pose a major obstacle in terms of
the capability to implement and fulfil the objectis of the cohesion policies. Moreover, the
negative impact of the existing problems in theaad public administration reach beyond the
cohesion policy issues themselves and affect thiresilCzech economy and society. For these
reasons, reform in the area of public administmnati® a key objective. The elimination of barriers,
which diminish administrative capacity in the aresf cohesion policy implementation,

24 gee: Causes of the slow drawdown of financialoteses from EU Structural Funds and recommendatfons
expediting the process
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strengthening of absorption capacity and a shiftagwfrom passive bureaucracy to active
implementation are issues that will be handled tigtotechnical assistance.

Strategies and the goals and priorities of the apenal program resulting from it, is the response
the current needs of the CR and EU, which are egdd® increased competitiveness on a global
scale, which already have a negative impact on mlmer of branches and areas, defined by both
material and territory with the use of positive exgence in the field of entrepreneurial support,
entrepreneurial infrastructure, revitalisation aies, development of other professional education
and the integration of specific groups of inhabtsathreatened by social exclusion. With the use of
examples from successful methods of implementatibroad and with consideration paid to the
specific conditions in the CR, specific measuregaveroposed on the basis of strategies, SWOT
analysis and evaluation studies.

The implementation of effective management prinegpin the area of the cohesion policy should
act as a model for other public administration awities. The actual reforms to the system of public
administration will be supported through a sepapaterity — Smart Administration.
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7. STRATEGY FOR THE 2007 — 2013 PERIOD

7.1. Starting points for shaping the strategy

The CR places emphasis on the EU principles to ennt the Lisbon strategy and, at the same
time, also reflects the Czech specifics, the threat of increasing regional and social di#jes to a
certain degree.

"Europe must re-establish the fundamentals of ampetitiveness, boost its growth potential and
productivity and strengthen its social cohesion,ilelfocusing mainly on knowledge, innovation
and optimization of the human capital.”

"To reach this objective, the Union has to mobila@ksuitable resources at the Member States level
as well as at the Community level - including thehesion policy — in three strategic dimensions
(economic, social and environmental), in order ttter utilize their cooperation within the general
framework of sustainable developmeft."

The strategy adjustments in the area of cohesidicypstem from the following principles:

» the strategies have to reflect the openness ofdiech economy and its engagement in the
EU common market, thus making it possible to uglia suitable combination of endogenous
and exogenous factors of competitiveness;

e interventions directed towards regions possessiihggha growth potential, well-defined in
terms of subject matter as well as of territoriaverage;

« focusing support on the driving forces of growthdaemployment to achieve a significant
multiplicative effect. The cohesion policy to becitssed on investing into tangible assets —
infrastructural development in the area of businesgerprise, R&D and innovation,
technical, social and healthcare areas, systeman@bs (public administration, the labour
market, development of educational systems, culfpmblic health), and the development of
human capital;

« improved management of public affairs. Thanks te tohesion policy the interventions are
now also geared towards modernizing and upgradimg éffectiveness of the public
administration, at all of its levels. In view of éifact that effective public governance exerts
an important effect on the effectiveness of intemens by both national and European
policies at the national, regional and local leyeale cohesion policy included, this area is
regarded as an inseparable part of the NSRF styateg

e support for the application of a comprehensive apph to territorial cohesion. The
cohesion policy pursues a balanced developmenermitdry by conceiving and designing
territorially defined strategies which make it pidde to horizontally interlink the
interventions taking the form of the different prikbes or operational programmes. By
means of a comprehensive and strategic approadtevelops the local potential and
optimizes interventions in the territory in questjdhus contributing to the sustainability of
both the economic and the social structures preserthe different types of territories
(functional regions, micro-regions, urban and ruadas);

» sustainability of economic growth in close link émvironmental improvements. The NSRF
for the 2007 — 2013 period is based on respecthmg énvironment as the foundation for
sustainable development. High-quality environmentan indispensable prerequisite to a
sustainable economic growth;

» the development strategy as proposed under the NiSRIBmplementary with the other
Community policies implemented by the CR, as wellwaith the CR’s own policies. The
national grant scheme will be gradually harmonizedas to become complementary with

% See Community Strategic Guidelines for CohesioS8@J
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the NSRF strategy, or with those interventions whére implemented via the Operational
Programmes.

Meeting the European objective of making the EU enoompetitive is dependent on boosting the
competitiveness of the Member States and theirorgiA long-term competitiveness will allow the
country to embark on a course of sustainable ecaaagrowth, representing an indispensable
prerequisite to gradually closing the existing pemiance gap between the CR and the most
advanced countries or regions. By achieving a adteconomic growth superior to that of the EU
average, the CR will be able to eliminate its lotegm lagging behind and help attain its primary
objectives in the area of the cohesion policy. Thaedamental aspect of value in formulating the
strategy is sustainable development in all its digiensi.e., economic, social and environmental,
encompassing in particular:

» competitiveness combined with the EU’s effort toaeonise (the Lisbon process), is perceived
as a tool of economic and social transformatiore f¢howledge of economy and the knowledge
of society). The NSRF strategy is linked to the NR#ich it implements in selected areas;

» the economic cohesiong. mitigation of any significant inequalities amongekhber States or
regions in economic performance, constituting agid@rm strategic objective of the cohesion
policy;

» the social cohesion as yet another long-term sfratebjective of the cohesion policy, focused
on the quality of life for the population;

* territorial cohesion striving to adopt a comprehigasapproach to territorial development;

» equal opportunities for all, underlining the eqiyalf opportunities between genders. The topic
of equal opportunities is reflected in all areasemd there are potential risks of discrimination
on the grounds of gender, age, race, health candisexual orientation or religion. This topic
assumes a key role in connection with employmengalidhg with the problems of
unemployment and securing equal opportunities fom&n and men on the labour market;

* improving the state of the environment as a basiergquisite for sustainable economic
development and the quality of life of citizens.

The NRP is a binding political document setting dbé priorities and measures in the areas of
macro-economy and micro-economy and in the areamployment policy for the 2005 - 2008
period; its objective is to strengthen the politicasponsibility for implementing the contents biet
Lisbon strategy and to allow for evaluation of thatlined reform steps. The NRP was drawn up
based on methodological guidance documents - Iategr Guidelines for Growth and Job
Opportunities (2005 - 2008). The process of forninig the NRP is based on the Sustainable
Development Strategy of the Czech Republic andStrategy of Economic Growth. The National
Strategic Reference Framework and the National g@reent Plan of Economic and Social
Cohesion Policy reflect the relevant prioritiestoé NRP for the 2007 - 2013 period.

The essential reform steps under the NRP, respotalbg the NSRF, are to create an environment
which stimulates research, development and innowaiincluding their commercial utilization in
business practice, to modernise and expand trahspfmarmation and communication networks and
to create a high quality business environment fatihg the launching of new companies and
exhibiting a low administrative burden to entrepeears in general, while providing a flexible labour
market in the field of employment. With regards itdegrating people on the labour market, the
focus of attention is on those persons who findntiselves at either the onset or near the close of
their professional careers. The reforms focusedievelopment in the education area will enhance
the quality of the workforce, expand the opportigst for access to education and support the
capacity required to cope with the exacting demangsosed by the changing labour market.

From the very beginning of the process of creating NSRF, a great deal of care has been taken to
focus on the close tie of NRP measures to prevexbmsistencies or a lack of compatibility
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between different proposed priorities. As a res@, out of a total of 46, or respectively 41,
(microeconomic and employment) measures that aregbdhe NRP are also part of the strategic
objectives set out under the NSRF. These can bénamced by EU SF and the CF. This linkage
only applies to the measures that are being implget in the microeconomic area and the area
devoted to employment and education since the Rafs Framework does not deal with
macroeconomic issues. This synergy during thersgtvf the NSRF priorities was primarily under
the coordinated competence of two entities (MRD M) and it was also guaranteed by the MRD,
in coordination with the Economic and Social ColoesPolicy that was defined under the Act on
support for regional development. With a view tooecdinate and implement the NRP, the
Government established the Horizontal Working Graugl other interministerial working groups,
which were also composed of representatives offifferent ministries who also participated in the
elaborating of the NSRF.

The synergy during the process of defining the NSRiérities was also coordinated through the
intense initiatives of the MCC and its working gmmi Relevant partners (key ministries,
representatives of local and regional self-govegnauthorities, economic and social partners,
educational institutions, representatives of then-poofit sector) were brought into the NSRF
preparation process through the this Committee nne#fort to strictly respect the 'partnership
principle’, which was also used in the evaluatidnhe NRP in 2006.

The General Regulation defines the limits as to hitw Economic and Social Cohesion Policy
should contribute to the achievement of the objedi that are part of the Lisbon Strategy.
However, these limits are only mandatory for theictries of the EU-15 and not for the countries
which joined the EU on 1 May 2004 or later. Despttas fact, the CR did not omit to stress

conformity of the proposed strategy with the NRRIdhe Lisbon Strategy. The integration with the
NRP will also be reflected in the individual opdamatal programmes for the 2007 — 2013 period,
which envisage higher contribution of the Lisboritistives than in the previous programming

period. Some of the operational programmes willuedirectly on support for the transfer of

innovation. They will be consistent with the Eur@medimensions of intervention and focus on the
development of improved, high quality human resestcas required for the knowledge economy.
All operational programmes contain a section depkvith relations to the NRP and compliance
with the Lisbon Strategy. It can be assumed that share of Lisbon-related activities should be
getting closer to the shares set by the EuropeamnCibfor the countries of the EU-15, especially
towards the end of the programming period.

The relations between the topics of the NRP anddinategy in the area of Economic and Social
Cohesion Policy are outlined in the descriptionimdividual strategic objectives of the NSRF; part
B of the Annex presents their overall summary.

7.2. The Strategy
7.2.1. The Czech Republic's Post-2013 Vision

The Czech Republic and its regions rank among thastndeveloped countries and regions of
Europe and the world. The Czech society and itsnecay have proved themselves to be able to
compete in the global competition The CR's posittmmtinues to improve with respect to both the
Central European and the European context. Thetcpinas an advanced and well-structured civil
society with a well-functioning social and civilague. It is an attractive place for its citizetise
citizens of other EU Member States and people fiatimer parts of the developed world as well as
for domestic and foreign investors.

The structure of the Czech economy is focused adqumogressive sectors in which the country has
been able to gain a strong position in world maskeEducation, cultural advancement,
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entrepreneurial spirit, along with research andelepment have been the driving force behind the
country's competitiveness. The CR is also an ditradourist destination.

An open and highly educated society, with developed efficiently operating social and healthcare
systems, allows for the full involvement of the pieusly marginalized parts of the population,
guaranteeing equality of opportunity and with athigvel of cohesion, the ability to successfully
deal with the consequences of the negative demdggagituation and its impact on the pension and
healthcare systems. The labour market allows foeasy balancing out of supply and demand and
an ability to flexibly respond to local problemsh& number of people employed is increasing and
the unemployment rate has dropped substantially.

The quality of the environment has risen markedbygnificant old environmental burdens have
been removed, the society is obtaining and usiregréquisite energy more effectively, produces
substantially lower amounts of waste and has carally decreased the contamination of the
environmentThe trend of declining biodiversity has been stappe

The major transportation roadways have been coreglahd the overall availability of transport has
been improved. The quality of the national and oegil transport roads is consistent with the
standards of the most advanced countries. A sigaii part of all transport employs effective,
environmentally-friendly modes of transport.

The diversified development of the individual reggis consistent with the country becoming more
competitive or with the process of mitigating unjified regional differences. Natural centres at a
regional and micro-regional level have been streaged and have become the drivers for regional
and local economic growth and the sources of intiovefor their hinterland. The trends producing
new, unjustified regional disparities, which woudduse the development of selected regions to lag
behind, provoke undesirable waves of migration amgken the development potential, have been
eliminated.

In partnership with regional and local self-goverms, the Government guarantees a minimum
required level of services to be provided to thepplation in the public interest. Through
partnerships, regional actors participate in therfation and implementation of local development
strategies.

The Government has created a highly efficient systé public administration (at all administrative
levels), which uses modern management methods attith@-edge information and communication
technologies for the administration of public affai The system is able to actively detect and
analyze problems and find the right solutions.

7.2.2. Global Objective

The global objective of is to transform CR's socezonomic environment in compliance with the
principles of sustainable development, so as to raake CR an attractive location for investment
as well as for the work and life of its citizens. yBmeans of incessant strengthening of the
country's competitiveness, a sustainable developmesil be achieved in order to attain the
economic level of EU-25. The CR will strive to baosmployment and to pursue a balanced and
harmonized regional development, which will resuib enhancing the quality of life of the
country's population.

The competitiveness and sustainable growth carttagad thanks to a combination of internal and
external factorsi.e. of the capability to eliminate internal barrierachweaknesses and to put to an
effective use the opportunities offered by the doyis accession to the EU and the globalized
economy.
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The factors of competitiveness include:
A Competitive Czech economy
* anopen business environment (system),

e a modern economic structure (progressive industresphisticated services, applied
innovation centres),

« a modern system of research and development anthradvative activities, producing
outputs which find application in the business sghdtechnology centres, poles of
excellence),

* implementation of progressive technologies and moderms of management (to boost
productivity).

The aforementioned factors will be demonstratedhi@ growth of labour productivity and of

other production-related factors, in the strengthgrof productions yielding a higher value-
added, in making the enterprises more competitivéoreign markets and in the transition to a
knowledge economy (switching from the present "lmad" to a "high road" strated).

An Open, Flexible and Cohesive Society

* an inclusive and flexible labour market with a $&d and flexible workforce, capable of
grasping the opportunities generated at both tbéaland the European levels,

* a society that will keep enhancing its educatiorigmtial (life-long learning) flexibly and
systematically, while adapting it to suit the ne@dsnodern economy, and thereby will take
on the character of the knowledge society,

e a society striving to forestall its internal probis, capable of coping with such problems
actively (workforce mobility, migration, aging, diase prevention) and guaranteeing equal
opportunities (social exclusion),

» an effective system of administration of the puldifairs, including the providing of the
public services and infrastructure at all levels.

An Attractive Environment;

* environmental protection and improvements, takiageoof and making use of the landscape
potential, prevention of and dealing with risks,

» development of environmental infrastructure,

« availability of territory, existence of transpom@communication links and connections.
A Balanced Development of Territory;

» stimulation of the development potential of regipns

» strengthening the role of towns as centres of regigrowth and development, addressing
their internal problems,

* a harmonious development of the territory and naitign of the existing disparities
(addressing the structural problems),
» sustainable development of rural regions (suppbrneav economic activities).

With regards to the significant territorial varidiby, it is necessary that the interventions madab
consideration to the local conditions (natural, mamic, social, and cultural) and that strategy be
directed toward a systematic development of thallpotential.

% See e.g. recommendations of the technical assistarojects of the Community Support Framework Stgrpoints
for shaping the strategy of the NRP and NSRF, Esory
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7.2.3. Horizontal themes and "gender mainstreaming”

Horizontal themes are cross-sectional type issuéschw penetrate the entire strategy of the
Reference Framework and, as such, they are retlentthe relevant priorities of the NSRF. Both of
the following themes are implicitly included in tiNSRF's global objectives.

In accordance with Articles 16 and 17 of GeneragRlation, the following topics are included in
the horizontal themes:

» Equal Opportunities
e Sustainable Development

In terms of the programming related to the econoand social cohesion policy, these horizontal
themes play a strategic and long-term role. Equadartunities and sustainable development are
among the EU's primary objectives and, as suchy #re key aims for the use of the Structural
Funds. Their inclusion in NSRF priorities contrilestto the improvement of the chosen strategy and
provides the planned initiatives with an added ealvhich horizontal themes certainly represent.

Equal Opportunities

The equal opportunities principle denounces disgration on the grounds of gender, race, ethnic
origin, religion, disability, age or sexual orietitn. The theme of equal opportunities also applies
to other individuals who might be at risk of sociekclusion — such individuals could include
migrants, the long-term unemployed, individualstwatlow level of qualifications, individuals from
regions with poor accessibility, drug addicts, wmiduals released from correctional facilities omne
school graduates; these categories together foargtbups of people at risk of social exclusion.
Great emphasis on disadvantaged individuals (heattbial-cultural etc.) will be placed within the
scope of the ESF financed programs. One of the n@mb issues in this area is the equality between
men and women. The theme of equal opportunitieseflected in the difficulty of access for the
members of these particular groups of the poputatmthe labour market, their access to education
or in the case of women their access to higherllev@nagement and academic positions, areas such
as business, the information society or transpimmednd urban development.

Along with the non-discrimination principles, thgénder mainstreaming” principle is an integral
part of this horizontal theme. This principle iském into account not only during the preparation of
the relevant interventions of the operational peogmes, but also is being reflected within the
strengthening of the gender competence of the impl&ing structure.

From the horizontal themes perspective, the intetie@s of the strategic part of the NSRF can be
broken down into the following activities:

» Activities that are directly affected by the equapportunities theme. These activities
include the following priorities: Education, Incrag employment and employability,
Strengthening of social cohesion and

* Activities in which the relevance is not as dirediut in which the theme of equal
opportunities must also be taken into consideratiimese include priorities such as Smart
Administration, Improving transport accessibilitgycaBalanced regional development.

Sustainable Development

The primary themes related to sustainable developraee those related to the environment. This is

because most of the problems that arise with furtt@nsequences on sustainable development
result from the conflicts between the various elaiseof the environment and economic activities.

The environmental aspect is an important paramtiat needs to be taken into account when

adopting the relevant policies and social and eoamigoconcepts and when making investment

decisions.

41



NSRF Czech Republic 2007 - 2013 — July 2007

The individual environmental problem areas are dbsd in detail in the analytical section of the
NSRF in Chapter 3.4. and the strategy directly deakh environmental issues through its priority
Protection and improvement of the quality of thezeanment.

However, at this point we must stress the crossigeal character of the theme — i.e. sustainable
development perspective must also be taken intowain those interventions that are not directly
aimed at the environment. This specifically appliégs reducing energy demands, the
implementation of new and environmentally friendtgchnologies. Another key area where
sustainable development plays a prominent rolbaeésgriority Education.

7.2.4. NSRF strategic objectives

Strategic objective I: Competitive Czech Economy

Reinforcing the competitiveness of the businessteety increasing its productivity and speeding
up sustainable economic growth based on systemadlycdeveloped innovative potential of a
strong and progressively structured Czech economgnerating robust and sustainable economic
growth.

Significant relations to the CSG

The strategic objective Competitive Czech Economalest into account the CSG in the area of
support for development of innovations and innovatbusiness activities, cooperation of business
entities with scientific research institutions, gapt for creating conditions for foundation of new
business entities and development of the existingso including access to financial resources, and
mutual cooperation among business entities.

It focuses on strengthening the level of researcid d@echnological development, on the
development of cooperation between public and pevR&D centres, utilization of the results of

R&D in the form of production and product innovati®, systemic assistance for R&D in SMEs and
for transfer of technology and increase of investiria human resources in the R&D area.

It respects the role of tourism as an important elepment activity diversifying economy,
facilitating development of business activitiesdasontributing to increasing the employment level
and creation of new jobs.

Relation to the NRP

The strategic objective Competitive Czech Econoragtabutes to the implementation of the NRP
through two priorities Competitive business secod Support for R&D capacities for innovations
that respond to eight (or respectively nine) pties of the NRP. The priority Ensuring human
resources in the R&D sector was newly added in 2006

Tab. 2 The strategic objective Competitive Czeameoy and the link to NRP

Strategic objective/priority of the NSRF Measure of the NRP

Competitive Czech economy

- Competitive business sector - Increase public expenditure on R&D in the
- Support of R&D capacity for innovation year-on-year terms
- Support investments into research
— Increase intensity of the use of tools
protecting intellectual property rights by R&D
institutions and enterprises
— Develop innovative infrastructure
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Strategic objective/priority of the NSRF Measure of the NRP

- Improve access of innovative companies to
funds

— Increase professional mobility through
effective retraining systems

— Support cooperation of employers, employees
and educational institutions, as well as other
professional training institutions.

— Support further training and education in the
business sector.

- Ensuring human resources in the R&D sector.

The NRP will mainly contribute to increasing theajily of the business environment, including
elimination of administrative barriers. An importafiactor which may impact the business
environment is the creation of a modern tax adntraison with high effectiveness and productivity.
Important topics include simplification for starpuentrepreneurs, development of innovative
infrastructure (scientific parks, business incubstand technology transfer centres) and services
supporting innovative environment, access of congmro funding, reduction of material and
energy demands of the industry.

In the area of R&D, the emphasis is on increasihg intensity of utilizing the tools protecting
intellectual property rights.

Key relations to other strategic objectives

Achieving the objective ofCompetitive Czech Economyis dependent on key relations to other
strategic objectives:

e the strategic objective 0Dpen, Flexible and Cohesive Societyy developing human
resources required to meet the needs of the ecoramyin particular for a flexible, high-
quality labour market and by motivating people t@rs their own businesses. A close
relation is required in terms of cooperation betwdiee corporate sector and the educational
and research institutions in supporting growth ompetitiveness. Educational programmes
must be practical in their design and the activeplayment policies must correspond to the
current needs of the labour market,

« the strategic objective oAttractive Environmentby creating the right conditions for
business and investments. It is necessary to astach an environmental quality to be able
to launch the process of properly situating andakelkshing new business start-ups, to
support the expansion of branches falling withire tefinition of eco-industries and to
permit the exploitation of environmentally friendkgchnologies; it directly responds to
enforcement of sustainable use of energy suppotigdthe Attractive Environment
objective, by stimulating entrepreneurial activétian the area of reducing energy demands
on manufacturing and consumption of fossil primanergy sources and by supporting start-
up entrepreneurs activities in areas leading tananeased use of renewable and secondary
energy sources and increased efficiency in eneaygr and heat production, transmission
and consumption. The solution of overlaps in theaaof energy efficiency and RES
between the OP EIl and the OP E is resolved by @mttbetween the MIT and MoE on the
overlaps in the area of renewable energy sourcdsarrgy savings.

» the strategic objective ddalanced Development of Territorpy supporting local economy
as part of an effort to transform the regional eawonic structure — to support the
development of progressive businesses in townscéres, to diversify the rural areas, and
to speed up the transformation of economically waak structurally affected regions and
micro-regions.
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The strategic objective o€ompetitive Czech Economywill be implemented by means of the
priorities with the following specific objectives:

Priority A: Competitive Business Sector

Priority Objective: A competitive, strong and innovative Czech busngsctor, attaining high
additional values and high labour productivity armhpable of asserting itself in both the EU
Internal Market and the other international markets

Context: To boost the competitiveness of Czech enterprésebeliminate obstacles preventing their
growth. Systematically support investments thatamde the potential of the Czech economy to
innovate by developing the infrastructure for thgport of business activities while also supporting
consulting and strategic services that are desigoddcilitate the growth of enterprises, to impsov
their productivity and management efficiency thrbugnovation.

To improve the access of SMEs to funding and eliaténother obstacles in the financial area by
creating tools to support start-up businesses (safts, venture capital funds, guarantees, etd) an
other types of measures to assist SMES in gaingggss to financial instruments, in particular with
respect to innovative processes.

Focus of Key InterventionsThe implementation of the strategic objective unttes first priority
focuses on strengthenirigcentives for business activitiesby offering preferential funding and
services for launching and operating entreprenéadvity. The support will include establishment
and application of new financial instruments, sashMicrocredit Funds and Venture Capital Funds,
provision of preferential (soft) loans, in partiawlthe subordinated ones, guarantees facilitating
access of SMEs to external providers of financepanticular bank loans/credits. Another initiative
will be the operation of the Business Angels Netimwhich will primarily focus on newly
established and expanding businesses such as #Bpam@ start-up companies incubated in the
given "Business Innovation Centre" and on the aa@lon of the development of medium-sized
enterprises. The financial instruments supportdtaiso include Patent Funds to support protection
of intellectual property for SMEs, companies opeargtin the given Business Innovation Centre,
and others.

The process of foundation, operation and furthevedl@oment ofbusiness infrastructure, in
particular of the existing industrial parks, recoyeof the existing brownfields for business
activities, business incubators or Business InnovaCentres, creating conditions for establishment
and development of small and medium-sized innowatempanies focusing on implementation of
new and environmentally friendly technologies antbduction of competitive products and
services, will be supported. Attention will be paareduction of material demands of production.

In the CR, the system dfigh-quality consultancy services which would assist - in particular
SMEs - in utilization of all market opportunitiesicreasing their productivity by implementing
progressive methods of management, transfer oft'pestices”, and provide educational, support
and information services and consultancy servicesthe area of international trade and
implementation of joint participation of enterprism trade fairs, exhibitions and missions, evatuat
available information on verified development trendf new R&D knowledge and innovative
processes and aspects of their implementationdustrial practice, on the best forms of business
activities, and generally on management methodssgstems applied in the world and in the CR, is
insufficiently developed.

Interest of entrepreneurs in cooperation and comanxtion facilitating their access to markets, in
particular integration of SMEs into business netkgrwhich will enable their competitiveness to
increase, and also in subcontractor chains of igemprises, will be stimulated. The support will
continue to aim at the establishment and develogroémnegionally concentrated sector groups of
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business entities and support institutions — intieaclusters. The increased competitiveness of the
business sector will have a positive impact on pradvity. As part of the fulfilment of objectives
associated with the horizontal theme of equal oppaties, support will be provided for initiatives
of enterprises to organize work in a manner thdt allow for the natural integration of professidna
and family life along with initiatives of enterpes to establish required institutions rendering
childcare services.

Implementation: The priority Competitive business sector is impkarted by means of the priority
axes: the Establishment of Firms, the Developméiiiions, the Effective Energy, the Environment
for Enterprise and Innovation, the Business Devalept Services within th©P El.

Financial engineering instruments will be usedhie CR. Furthermore, the CR is also considering
participation in theJEREMIE Initiative , which focuses on support for access of SMEs tuding
and financial instruments. The goals of these pties shall be supported also partly by td
HRE and the OP PAthrough their priority axes (OP HRE - Adaptabilijwd OP PA - Support for
the Development of Knowledge Economy) aimed at suppf adaptability and competitiveness of
entrepreneurs and entrepreneurships.

Priority B: Support of R&D Capacity for Innovation

Priority Objective: Strengthening and increasing the efficiency of a@pes in the area of R&D
and innovations, with close functional links to thesiness sector. Consistent upgrading of the
involvement of knowledge economy in the nationaheany.

Context: Reinforcing and adapting publicly accessible reskacapacity to reflect the needs of
enterprises and to collaborate with them in speafieas of research that are essential in building

a long-term competitiveness of the Czech econompiwithe context of the European Research
Area and global trends.

Focus of Key InterventionsDevelopment of R&D capacities for strengthening inmvationsin
regions,i.e. adaptation and development of public R&D capes and their integration into the
European Research Area, will be supported. Theabivje is to facilitate cooperation with both the
domestic and foreign business sphere, which witu® on the creation of conditions for the
development of applied research and strengthenhey ihnovation process. Development of
infrastructure for applied research, technologevelopment, distribution of the R&D results and
their practical application in the form of innovatis will be supported. Conditions for close
cooperation between research and educational ceatreé the business sector in the establishment
of innovation networks, innovation centres, andhtaalogy transfer centres will be created. Centres
of excellence and their integration into innovatiduosters will be systematically supported.

Support will be directed towards the establishmaimational technological platforms, cooperation
between the public and private sector within thexgdgerm Basic Trends of Reseaftintegration
of Czech research institutions and enterprises imtrnational technological platforms, which will
enable an increase in the public and private inwestt into R&D and innovations.

Implementation: The priority Support of R&D capacity for innovatienis implemented by means
of the priority axes Development of Research and/éde@pment Capacities, and Development of
Capacities for Cooperation of the Public and Prv&ectors in Research and Development of the
OP R&DI .

" The Long-term Basic Trends of Research were defiimethe Governement Resolution No. 1192 from 1&dber
2006. The trends are the following: Sustainableedepment, Molecular biology, Energy resources, Mateesearch,
Competitive engineering, Information society, Sétyuresearch, and Social sciences research.
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The strengthening of innovation capacity in the ibess sector is addressed through the priority
axis Innovation of th€®OP EIl. Synergetic effects will be reached in the direntf the priority axis
Tertiary Education, Research and Development of @ EC, where the motivation will be
supported to study exact fields, operations in aesle activities and human resources in research
activities and development. TheP PA will also contribute to attaining the objectives tie
priority through the priority axis of Support foné Development of Knowledge Economy.

To assure the necessary synergies the followingngements will be provided in the relevant OPs.
For the priority axis 1 and 2 of the OP R&DI (whighould closely focus on the Long-term Basic
Trends of Researéf) the coordination and synergies between the OP R&fl the OP El would
be assured as follows:

- specific areas of intervention (the Long-term Ba$rends of Research), selection criteria and
calls for proposals should be decided by the Mamiigp Committee of the OP R&DI after
discussion and subsequent agreement of the Mong@&iommittee of the OP El,

- the projects under OP EI that carry on a projakceady financed from the OP R&DI may profit
from a bonus agreed by the two MAs and approvedhgtwo Monitoring Committees;

- joint representatives in the Evaluation Commigtee

- joint database of evaluators;

- coordination meetings between the two MAs chaibgdhe NCA of the NSRF should take place
on a regular basis (e.g. every 6 months).

Similar coordination arrangements will be providiedassure synergies between the OP PA, resp.
the OP PC on one hand, and the OP R&DI and OP BEherother hand.

The efficiency of this coordination is in responiitty of the NCA of the NSRF.

Priority C: Development of Sustainable Travel and Tourism Sector and Utilization of the
Potential Offered by Cultural Heritage

Priority Objective:Increasing the share of tourism in the economylifferent regions as well as of
the CR as a whole through an improved utilizatioh tbe potential for expanding the travel
industry, including the development of cultural itege.

Context: Support of efforts to make effective use of the italale potential for sustainable
development of the travel and tourism sector inavrth make the CR an attractive destination over
the long term.

Focus of Key Interventions:In the area oftourism, attention will be focused on sustainable
development of the existing attractions and uttilza of natural resources and the cultural heritage
while respecting natural values of the territorydathe conditions for its protection and the
protection of the cultural heritage, removal of bars hindering their effective and sustainable
utilization, construction of basic and supportingrastructure. Production and offer of products,
programmes and activities of regional and transyegi importance, which will be attractive for

both domestic and foreign tourists, will be supgoit

In case ofculture, the investment will focus partly on reconstructi@amd utilization of both

movable and immovable cultural heritage, partlytbe development of infrastructure for cultural
services and on improvement of the offer of cultusarvices. In both areas, especially activities
which have direct impact on economic growth andiabissues (creation of jobs, GDP creation)

%8 The Long-Term Basic Trends of Research currentiynprise the following seven priority fields: Sustable
development, Molecular biology, Energy sources, &fial research, Competitive mechanical engineerinfprmation
society, Security research.
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and indirect impact (strengthening social cohessdémegions and making regions more attractive
for their inhabitants, visitors and investors) Wk supported.

The insufficient range and quality of travel andutsm services limits its development in the
regions of the CR. Therefore, attention will be ésed on the cultivation of the offer, launching and
development of business activities in the areaonfrism, improving competitiveness of individual
entities, enhancing their own management and deveént of destination management. Support
will also be aimed at the establishment of cooperanetworks for promotion of the respective
attractions, development of tourism in the terytand transfer of "best practices".

Implementation The priority Development of sustainable tourismctr and utilization of the
potential offered by cultural heritage is implemeatoy means of the priority axes Development of
the travel and tourism sector within tHROPs and also the priority axis National Support for
Tourism of thelOP. This implementation will be broken down accorditegthe following areas: (i)
Organizing and managing tourism and an effort emsfardize the quality of tourist-related services
and improvements in the quality of marketing of @GR in the field of the tourist industry; and, (ii)
in areas such as revitalization of our culturaldamarks, modernisation of facilities and equipment
used for storage, protection and further utilizataf national cultural heritage and modernisatidn o
cultural services.

Strategic Objective II: Open, Flexible and CohesiveSociety

The creation of a modern civil society open to outepportunities, a society that is able to
respond to such stimuli. The objective is to suppdhe development of an internally diverse,
socially aware and cohesive society and to conttiduo improving the quality of life of its
citizens, to create a modern educational systemtti@uld be conducive to the development of a
knowledge economy and become the driving force lmehan efficient and flexible labour market,
which in turn will boost the strong capability oflte economy to create new and high quality jobs.

Relation to the CSG

The strategic objective of Open, Flexible and Cabhesociety reflects the goals of the CSG in the
area of investment into human capital through bretthucation and qualification, support of active
instruments ensuring timely identification of neadsthe area of education, cooperation between
educational and research institutions, researchtacithology centres and/or business entities and
NGOs. At the same time, it ensures developmentwhén resources for R&D. It also focuses on
innovative educational reforms which will enabletibhandividuals and whole groups to take part in
further education in the course of their lives.

In the area of increasing employment and employghithe strategic objective responds to the
effort to increase adaptability of workforce andtenprises and flexibility of labour markets, to
improve coordination and implementation of activestruments ensuring timely identification of
needs in the area of employment. It is also aimeid@easing the number of years that citizens can
be economically active and productive, preventingial exclusion due to poor health or old age,
supporting the inclusion of individuals that areragk of social exclusion on the labour market,
enhancing their employability through their invotaent in vocational education and training, but
focuses also on the essential social support anthwanity care services, and strengthening of equal
access to the information society services. The R&Rlesigned so that the interventions within its
priorities reflect and react to the specifics oflimdual regions, particularly the regional differees

in the rates of employment and unemployment. Onléwel of operational programmes, the OP
HRE will involve supporting the formation and dewpiment of a system for predicting the changes
on labour market and dealing with gradual and sudcleanges in employment, i.e. expected future
labour and qualification requirements. This capaeiill allow predicting changes in the labour
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market both within the whole country and within im@tlual regions and industries. Thanks to this
information it will be possible to target more pisely the interventions of the OP HRE, but also
other operational programmes. Special emphasis péllput on interventions in regions most
affected by structural unemployment, i.e. mainly iagions NUTS Il Moravia-Silesia and
North-West.

The strategic objective further responds to thoagpof the CSG where the Member States are
encouraged to build efficient public administratiand public services at national, regional and
local level. It aims at strengthening institutiora@pacities and efficiency of public administration

and public services at all the aforementioned Isvel

Relation to the NRP

The strategic objective Open, Flexible and CoheSweeiety contributes to the implementation of
the NRP with all of its individual priorities. ltasponds to a total of 18 priorities of the NRP.

Table 3: The strategic objective Open, Flexible a&whesive Society and the link to NRP

Open, Flexible and Cohesive Society

- Education — Create a uniform nationwide high speed ICT

- Increasing employment and employability infrastructure.

- Strengthening of social cohesion — Support the development and effective use of
- Development of information society ICT.

- Smart Administration - Facilitate the convergence of networks and

services that are part of the electronic
communications marketplace.

- Focus on the security of networks and
information and the interoperability of ICT
services.

- Modernize employment policies.

- Reduce unemployment among young people
(25 and below).

- Promote equal opportunities for men and
women in the labour market.

- Increase the participation of older people in the
labour market.

- Increase professional mobility through effective
retraining systems.

- Implementation of curriculum reform.

- Provide better access to higher professional and
university education.

- Support cooperation of employers, employees
and educational institutions, as well as other
professional training institutions.

- Improve the relations between initial and
further education systems.

- Support permeability between the individual
levels of tertiary education.

— Support further education in the business
sector.

- Increase the IT literacy.

- Implement a transparent process for the
evaluation of the impact of the new legislation.

- Reduce the administrative burden of
businessmen by at least 20 %.
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In the educational area, the NRP stresses the meelipport the reform the content of school
education (curriculum reform) in order to improveetquality of and modernize education — thus
improving quality, effectiveness and innovation eéaducation at all levels. Other topics include
growth in the share of population with higher amdttary education, supporting the co-operation of
employers and educational institutions and tecHnarad vocational institutions by involving
employers in preparation of school curriculum, papation of experts in the teaching process,
organization of internships and support of mobildl students and teachers. Attention is paid to
interconnections between the primary and furtheuoadtion systems and permeability among
individual stages of tertiary education. Cross-ogjt topics of the NRP include supporting
development of information and language skills.

As for increasing employment and active labour nedpolicy the NRP highlights strengthening of
territorial mobility of employees, the need to modise the employment policies, to focus on the
issue of youth unemployment on the labour market tmtake into account employability of older
persons. Supported topics include increasing pedd@s mobility through retraining, compatibility
of professional and family roles and involvemenfafeign nationals on the labour market.

In the area of information society developmensupports a wide use of ICT in public services, for
small and medium-sized entrepreneurs and househbleis completing construction of a consistent
nation-wide network for broadband internet, conwrge of communication networks and services
and increasing information security.

The NRP stresses the need to reduce the admimaratirden placed both on addressees of the
regulation, as well as public administration, wihfocus on simplification of the administrative
environment for businesses.

Key relations to other strategic objectives

Achieving the objective 0Dpen, Flexible and Cohesive Societis dependent on key relations to
other strategic objectives:

« the strategic objective o€ompetitive Czech Economthrough the relation to effective
labour market and quality human resources in th&ress sector,

» the strategic objective oAttractive Environmentby creating the right conditions for
business, work and living. This strategic goal vttt attain such environmental quality that
the population would find attractive to work in arndhich will allow for the geographic
(spatial) and qualitative mobility of the workforce

« the strategic objective oBalanced Development of Territorghrough the relation to the
development of local communities and stabilizatminrural settlements. The objective of
Open, Flexible and Cohesive Society contributeth®mobjectives of balanced development
of territory in an effort at developing the locabmmunities, preventing social exclusion and
pockets of poverty in towns and cities, stabilizitige rural communities, upgrading local
education and supporting the adaptation of the lloofrastructure to the needs of an
educated society, expanding local cultural actsatiand supporting the modernisation of
local social and healthcare facilities.

The strategic objectiv®pen, Flexible and Cohesive Societwill be implemented by means of the
following priorities:

Priority A: Education

Priority Objective: The objective of this priority is to increase thdaptability of the Czech human
potential in order to ensure increased competitess of the Czech economy and support of both
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current employment and future employability leveigluding the improved quality of human
resources for the business sector.

Context: The adaptation of the education system, integratéti the adaptation of the further
education system into a comprehensive life-longrieey system through an institutionalized
dialogue between the business sector, educationdl labour market institutions. Support
cooperation between educational and research uiistiis and employers, the business and public
sectors in an effort to improve the competitivenessd accelerate the growth of the Czech
economy, including regional development.

The development of human resources in the area &D RSupport for effective cooperation
between research and development facilities andbtigness sector. Development of knowledge
economy through modernisation, improvement and rdifieation of the tertiary education system,
closely related to R&D.

Focus of Key Interventions:In the education sphere,the interventions will focus on the
establishment of a comprehensive system of lifegltearning open for everyone, which provides
high-quality education and vocational training feuccessful placement on the labour market.
Attention will be paid to the support of curriculumeform concentrated on the development of
personality and the key competencies applicablepnactice; to innovation of educational
programmes; to support of evaluation of educatiesutts and system of consultancy services. In
this context, cooperation of schools at all leveighe education system with employers, companies
and their associations or labour offices will bepported. A greater degree of attention will be
devoted to the transition of individuals from theoskd of school to the world of work in this
programming period, while also monitoring the trerahd future needs of the labour market and the
relation to it to create and amend educational progmes at schools. This is also related to the
development of further education of both pedagodgicel non-pedagogical school staff in an effort
to make the teaching profession more attractive @neé necessary material renovation of
educational institutions.

In the tertiary education sphere, attention willgegd to the adaptation of curriculum to the neeéls
knowledge society, with emphasis on the developnwnprogressive disciplines and R&D for
strengthening competitiveness of the Czech econdrhis will concern in particular increase in
guality of education by means of utilization of theost recent knowledge in the individual spheres
of human activity. Efforts will be aimed at bettesiccess to tertiary education, increased
permeability of the education system, which willadre students to respond in a flexible way to the
changes expected in the labour market, and at gtheming motivation for and increase in
attractiveness of the study of technical and ndtscgeence disciplines. Widening the opportunities
for utilization of the capacities of the institutie providing tertiary education for development of
life-long education programmes is also a challerigmphasis will also be placed on improving the
quality of preparation of both the future and theegent academics and development of human
resources for R&D. It is necessary to support persd capacity of the tertiary education and to
establish an incentive system for young staff atgrtheir professional life in the field of R&D.

The intervention will focus on support for developnt of concepts and strategies (respectively
system framework) of further educatfdn This will be achieved in particular through the
preparation and implementation of legal regulatiotise permeability of initial and further

29 For the purposes of the implementation of theuStural Funds, the further education system, whadts within the

competence of the MoEYS and the MoLSA, has beerkémodown into the following priorities: The prioyit
‘Education, whichfocuses on the establishment ofystem framework for further education and the credion of
new concepts, strategies and related legal regulatis in this area and on the ability to offer furthedwcational
programmes in schools and school facilities. Théonily 'Increasing Employment and Employabilityvhich
focuses orsupport for further professional education and training in companies and organisations will be based
on the system framework created by the MOEYS as @fathe priority'Education’.
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education (the creation of a National Qualificati®@ystem that would be compatible with the
European Qualifications Framework), a better systenthe verification and recognition of further
education results and the monitoring and analysithe status of further education. In terms of the
rationalization of the system, it is necessary tonplete the process of providing systemic support
for the development of a further education systdims(includes, for example, a certification
system, an information system for the supply obmmhation about the current options that are being
offered in the area of further education, evaluataf the quality of services, the accreditation of
educational institutions to perform retraining, .¢tc

During the 2007 - 2013 programming period, greaephasis will be placed on the cooperation of
employers, employees, educational and labour marigtitutions, the educational needs will be
indicated and the education system will be adjusteded on an analysis of the present and
expected demand on the labour market and furthercatibn carried out in schools (including
universities) and school facilities will be suppedt Programmes and courses heading towards
development trends and offering new forms of edwratwhich increase their accessibility
(combined, distance, elLearning, education accesdibin the time and organization viewpoint),
will be supported. Development of life-long leargimill be promoted regardless of the student’s
age in a manner that will ensure that older peapie not discriminated on the grounds of their age
and that will enable them to keep up with latestvelepment in the society, including the latest
trends in the information technology area.

In terms of the horizontal theme of equal opportigs, this priority will focus on gender equal

interventions to an educational system and on redusegregation in the individual professional
fields by better access of women to professionalicagion in fields that are now basically

considered to be "male-only.” This priority will @lude educational interventions promoting the
options for balancing one's professional careerfandly life.

Cross-sectional themes in the area of life-longnézy will include support for education in foreign
languages and the development of business skillsparticular through the acquisition of key
competencies focused on the capability of busirsggsoach and initiative which are key aspects in
terms of motivating people to consider starting aippusiness. The development of the education
system will also be supported by investments i@ infrastructure for education.

Implementation: The priority Education is implemented by means pfiority axes Initial
Education, Further Education, Tertiary EducatioesBarch and Development of tkd EC, the
priority axis Adaptability of theOP HRE. The support of physical infrastructure for eduoatiwill

be implemented viROPs and by the priority axis of Strengthening Capasstiof Universities for
Tertiary Education of theOP R&DI. The improvement of education conditions and keyliski
development in the scope of further career humaoueces improvement will be supported by OP
El. The OP El focuses its support on improvementanhditions for education and development of
key skills in the area of further professional gtbvof human resources in entrepreneurships, within
the intervention area Infrastructure for Human Reses Development.

In the Capital City of Prague, this type of suppagt complemented by the priority axis
Modernisation of Initial Education of th@P PA.

Priority B: Increasing Employment and Employability

Priority Objective: Increasing both employment and employability, aihrough strengthening
the adaptability of the human resources and enhag¢abour market flexibility.

Context: Improving the efficiency of the labour market byewkloping and cultivating key
competencies required by the market in particulathwespect to creating a knowledge and
information society; modernisation of active empiwgnt policy.
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Focus of Key Interventions:Activities related to this priority will focus inparticular on
improvement of access to employment and preventtbnunemployment through effectively
targeted and modernised tools of the active labarket policies and increasing adaptability of the
workforce. Within improvement of access to employmeamphasis will be put on the individual
and on selection of such tools that will best supgbe individual’s integration into sustainable
employment. For this purpose, it is necessary t@psut interventions that are focused on
modernisation of public employment services by impng the quality of information, consultancy,
educational, agency and other services provideéhbytutions on the labour market. An essential
part of such efforts will be the creation of systefior forecasting changes on the labour market to
manage both gradual and sudden changes in empldymenthe expected future labour and
qualification demands. Within this priority, occupmal (professional) mobility will be increased,
in particular by means of retraining, which resa@uhe imbalance in the qualification structure of
job-seekers and applicants for employment.

In order to increase the adaptability of the wonld® and prevent unemployment, interventions will
be aimed at support for investment in human resesian the part of enterprises and organizations,
development of professional knowledge, qualificaioand competencies of employees and
employers. The attention will be focused in partasuwon support for further education as a follow-
up to the further education system framework, onaaalysis of the relation between professional
training and the requirements of the labour market,ncentives to pursue further education, and
the analysis and monitoring of the status of furtleelucation. Another important aspect will be
support for educational and training programmesaaiged by employers, cooperation between
enterprises and educational facilities during threparation, implementation and evaluation of
educational programmes along with the creationhef tight conditions for the further education of
individuals with limited access to employment opjmities and individuals at risk of social
exclusion. The activities will further focus on aexpansion of the existing options for the
application of more flexible forms of employment.

Development of specific services in the area of &yment, vocational training and support of
employees with respect to the restructuring of grises and sectors will also be supported.
Furthermore, interventions will be focused on impeEments to safety at work and support for
leading a healthy lifestyle, improvements to heathtection and illness prevention that will hetp t
increase the number of healthy workforce among@zech population and extend the productive
lives of employees. Also interventions focused naoreasing availability and the quality of further
education offers from the viewpoint of the needstled labour market and the knowledge society,
will be supported.

Territorial (regional and local) initiatives aimed activating social partners, enforcement of slocia
dialogue for solving local problems of the labouarket and creation of networks for dissemination
and sharing knowledge and experience will alsolggerted.

In pursuing this priority, regional differences Wile respected and interventions will be desigreed t
expand the potential of the individual regidhs

Implementation: The priority Increasing Employment and Employalyilis implemented by means
of priority axes Adaptability, Active Labour Markétolicies and Transnational Cooperation of the
OP HRE. Supporting tangible investment will be financedrh the priority axis Increased Quality
and Accessibility of Public Services of theP.

In the Capital City of Prague, this type of suppmttomplemented by the priority axis Support for
the Development of Knowledge Economy of tB@ PA.

% See the Regional Development Strategy and the NBGO7 - 2013.
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In view of the two above mentioned priorities NSREducation and Increasing of Employment
and Employabilitythe crucial part is strategy for support of keyritaries important for long-term
development of the CR. In the 2007 — 2013 prograngmperiod there are, as opposed to the
previous period, emphasized activities towards rgjteening of educational level, towards
establishing the quality base for R&D and towards/elopment of quality supply of the whole
initial and tertiary education. The area of furtreducation and creating of legislative and system
framework for its implementation will be systematily supported. From this the equal distribution
of parts of ESF within the total allocation of sttural funds for the CR is derived. It has beenatet
the level of 14 % between OP HRE and OP EC (seddhlo. 27 Indicative Annual Allocation per
Funds and Programmes). The ratio of division oforgses between OP EC and OP HRE follows
balancing of investment into development and als® pireservation of social cohesion. Division of
financial resources between OP EC and OP HRE reés@dso trend of unemployment rate, which
decreases (March 2007 — 7,3 % compared to March 2000,7 %), and where increased necessity
for reconciliation of supply and demand on the labmarket rather than for activities oriented only
to creation of jobs arises. This is also exemptiftey increasing of jobs engaged by foreigners.

The intention for the allocation of financial regoas between these operational programmes is to
take advantage of the relatively good economicatian in the CR and to put the emphasis on the
financing and development of perspective and ndeatfeas attractive in the long term, included in
OP EC. These are foremost the development of edutand educational institutions, the need for
innovation and extension of availability and qualdf tertiary education, including the necessity of
transformation of higher vocational schools andeasion of possibilities of bachelor studies. It is
necessary to increase investments into key skilth® population (languages, ICT, business skills).
The development of research activities and motoratof students for research activities will be
supported and it is also necessary to create asysif further education, which is being built very
fragmentally and non-conceptually in the CR so far.

Full-area efficiency of system activities of OP HRiad OP EC is ensured by the multiobjective
character of both operational programmes. Specitinaof multiobjectiveness of OP HRE and OP
EC is explained in detail in Sections 8.3 and 8f4he NSRF.

Priority C: Strengthening Social Cohesion

Priority Objective: A society generating equal opportunities for alssisting in the removal of
obstacles in the integration of groups at risk of @exposed to social exclusion, which guarantees
access to the social infrastructure for all citizen

Context: Dealing with long-term unemployment. Resumptionaadrk (rejoining labour market) for
people after long periods of being excluded frore thbour market. Activation of individuals who
are at risk of social exclusion or those who haWeady been socially excluded, the rejection of
factors causing unemployment and marginalizatiamufgh active employment policy measures,
through preventive measures in the area of sociaelusion and equal opportunities and measures
aimed at support for the employability of personsisk of social exclusion and through preventive
measures in the area of public health.

Focus of Key Interventions:In the area ofstrengthening social cohesionthe priority will in
particular focus on helping persons at risk of sbeixclusion or persons socially excluded, with the
aim of increasing their employability and reducilogmg-term unemployment, partly in the form of
direct support for these individuals, and parthtire form of increasing the quality and availalyilit
of healthcare and social services for them, inahgdstrengthening of local partnerships. Specific
support will be aimed at activities resulting incneased employability of such persons. Within this
area, activities aimed at promotion of equal oppoities for men and women on the labour market
and measures heading towards better compatibilityfamily and professional life, including
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interventions making easier problematic resumptbrvork (rejoining of the labour market) after
parental leave, will be also supported. In this e, as part of systemic measures, support for
greater involvement of men in domestic and famigsponsibilities will be taken into account.
Special attention will be paid to the members of fRoma communities and to migrants and other
groups from different socio-cultural environmenioctal integration of disadvantaged groups of
inhabitants will be supported also by means of supipg entities providing social services leading
to integration into the labour market and socidgynphasis will also be put on the development of
the system of social services, in particular throudgrther education of social workers and staff
working in social services and healthcare. Measdoesthe prevention of social exclusion will
primarily focus on the reduction of people’s depende on the social welfare and pension systems
and on an optimisation of the impact on public nesms that are part of the healthcare fund and the
social security fund.

Within this priority, issues of employment of cetagroups on the labour market will be addressed
through support and development of social econo@ge of the specific groups that will be
supported as part of this priority will be seniatizens who are at risk of discrimination on the
grounds of age. The support initiatives will be @geed to reduce the economic dependence of such
individuals and to boost their chances of inclusimmd of possibly remaining an active part of
society.

The issues of development of human resources exteedorders of regions and states and,
therefore, intensive international cooperation alraéexchange of experience and "best practices,"
which enables increasing the impact and efficientprojects at local, regional and national level,
and performance of international comparison, meséstablished.

Implementation: The priority Strengthening of Social Cohesionngglemented by resources of the
priority axis Social Integration and Equal Opporities of theOP HRE, with tangible investment
in facilities of regional and local importance bgimmplemented by th&OPs. Other supporting
tangible investments will be financed by means bg tpriority axis Increased Quality and
Accessibility of Public Services of tH©P.

Through the funds of priority axis Initial Educatioof OP EC, equal access to education will be
supported and special emphasis will be put on equgbortunities of students with special
educational needs. By means of priority axis Teytieducation, Research and DevelopmenO&t
EC tertiary education and research activities in o&g with structural problems, especially in
region North-West, will be supported.

In the Capital City of Prague, this type of supp@tcomplemented by means of the priority axis
Support to the Entry to the Labour Market of {0 PA.

Priority D: Development of Information Society

Priority Objective: Making the information society services more répdivailable, information
society for all.

Context: Through the active use of ICT, improve the efficoy of economic activities and boost the
economic growth of the CR.

Focus of Key InterventionsThe priority contributes to the achievement of gteategic objective
Open, Flexible and Cohesive Society by supportingua access toinformation and
communication technologies

The CR has set the objective envisaging that apprately 50 % of its population have access to a
internet service by 2010. Support in this area wikrefore focus on the development and efficient
use of ICT and on increasing the offer of speciapkcations and services — in particular in theaare
of public services (in relation to the priority SmaAdministration). This will strengthen the
competitiveness of SMEs and will support the braagse of such technologies by households and
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will enhance the distribution of different types digital content. Providing better access to sdgial
disadvantaged groups of the population to ICT w#l emphasised. This should eventually lead to
better integration of these groups into the labmarket and into society. The key area of support
will be improvements in IT literacy by means of atgng and improving ICT skills on the part of
the general public and the elimination of the sdlezh"digital divide" risks.

The interventions will also focus on the completiohbuilding a uniform, nationwide high-speed
ICT infrastructure, especially in peripheral areagich is a necessary prerequisite for the
availability of electronic services and further @éopment of information society, and the efforts
within this priority will address the issues of ocmrgence of electronic networks and services,
including the digital broadcasting of radio andeigkion programmes. Attention will be paid to
network and information security and to interopeligbof ICT services in order to boost the trust
of individuals and the entities of commercial andnacommercial sectors in the concept of
information society. Due to the dynamic developmehthe ICT sector, it is important to further
promote the use of open standards and open spaidits in the implementation of ICT solutions.

Implementation: The priority Development of Information Society mreas supported from the
ERDF is implemented by means of the priority axisi&@t Administration of thedOP. As for
increasing skills in the ICT area (ESF), this pitgrwill be implemented through interventions of
the priority axis Further Education of ti@P EC, and Public Administration and Public Services of
the OP HRE.

With regard to achievement of synergy effects, ibmues of development of information society
and smart administration will be partly implementeddirect link to the material support of the
main material topics, e.g. in the form of developrheof applications (eGovernment, eTax,
eBusiness, eHealth, eCulture, and so on). The dgweént of information society for small and
medium-sized enterprises is addressed by the foh@sority axes Environment for Enterprise and
Innovations and Business Development Services®OR El. ICT is also a horizontal theme of the
OP R&DI. With respect tasupport formodernisation of institutions and the implementatiof a
quality management system in the area of employmelated services and the development of a
labour market, this priority will be implemented lrgsources of the priority axis Active Labour
Market Policies of th®©P HRE.

In the territory of the Capital City of Prague, shiype of support is complemented by the priority
axis Support for the Development of Knowledge Ecamymf theOP PA.

Priority E: Smart Administration

Priority Objective: The objective of the public administration reforim to make the public
administration and public services more effectiyeifmproving the quality and professionalization
of human resources, modernising methods and ingnisnof management and using modern
technologies, and therefore to support the soc@emic growth of the CR and to increase the
quality of life of its inhabitants.

Context: The development of a "Smart Administration” systgamomoting the use of effective
methods for the administration of public mattercantral, regional and local levels through the use
of modern management methods and the latest teobiss. Public administration is becoming an
active provider of high quality public servicesttizens and enterprises and it is able to respind
their needs and offer flexible solutions to meeegh needs. Attention will be focused on the
creation of effective policies and programmes fdre trestructuring of the administrative
environment in the area of economics, employmetja affairs, education, healthcare, justice and
regional development. It will support the buildiagd development of new data collection systems,
new systems to measure the efficiency of polictes,development of collaborative efforts between
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institutions, including cooperation between munaipes and dialogue between public
administration and private social institutions (jparships).

Focus of Key InterventionsSupport in the area of modernisation of the pulaltbninistration will
focus on the enhancement of administrative capaadiyality, efficiency, transparency and
accessibility of public administration and publiersices. Interventions in the area of Smart
Administration will be based on strategic documefus the reform of the public administration.
The first of them is a file of basic principles farpublic administration modernization strategyto
used in the CR, which contains a document "Basi@lGmf the Strategy for the Efficient Public
Administration and Friendly Public Services (Smadministration) for years 2007 to 2015", which
was approved by the Government together with IORP28rFebruary 2007. A second document is
"Strategy for Implementation of Smart Administratiéor the Period 2007 to 201%" (hereinafter
"Strategy for Smart Administration Implementationhich further elaborates the document
"Basic Goals of the Strategy for the Efficient PigbAdministration and Friendly Public Services
(Smart Administration) for years 2007 to 2015". Tlobjective of this Strategy for Smart
Administration Implementation, which is being prepd by the Mol, is to create and secure
coordinated and efficient way of improving the publdministration and services using the
structural funds during the programming period 2002013. The Strategy for Smart
Administration implementation constitutes a complaeform-supportive "road map", whose
implementation will introduce a significant qualitee change into the system of the public
administration and services in the CR. The mairopties of the Strategy for Smart Administration
implementation especially include the following:

e improvement of creation and implementation of piag;

« improvement and simplifying of the regulatory eronment and creation of attractive
conditions for entrepreneurs, domestic and foremyestors;

* making activities of public administration bodiesore efficient, lowering the need for
financial resources on the functioning of the adistiration and ensuring transparent
performance of the public administration;

* improving the performance of the justice;

* opening up the public services for citizens, seegiiheir maximal accessibility and quality.

In accordance with the results of the sectoral gsialand conceptual documents prepared by the
Mol and the MoLSA, interventions will focus on sug for the following basic trends, which are
part of the effort to modernize central state adstiration bodies, as well as regional public
administration authorities.

Launching progressive methods of management andemodhformation management will be
supported in public administration.

The poor performance of the existing public admir@igon activities is partly the result of a lack o

accessibility to progressive information and commeation technologies and their ineffective use,
separate status of individual ICT segments, thelidity of databases, insufficient supply of special
applications tailored to the needs of particularblpei administration bodies and their clients
(including those with special needs) and insuffitieollection, utilization and management of
information. This problem should be addressed lpidig developing an eGovernment system in
the technical infrastructure area and also in norestment or "soft" areas. Support for non-
investment type projects will primarily involve thapplication of modern concepts and strategic

%1 The draft of this document has been circulatinagsi April 2007 for comments and by the end of M&02 it will be
submitted to the Czech government for approval. Strategy of Smart Administration Implementationhaiso taken
into consideration and reflected in relevant pragnae documents, that is especially in the Operatidtragramme
Human Resources and Employment and in IOP.
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planning methodologies, which will contribute tohemced efficiency and adequacy of public
policies and help to establish the necessary m@lati(links) between individual policies — all of
which will be targeted around the achievement & tlesired synergic effects.

Special attention will be paid to the relations\ween national and European policies that are being
implemented in the territory of the CR in orderaptimize their potential effects and to effectively
use the resources allocated to the implementatfidhese policies and in order to efficiently use a
standardized administrative system (the standatidizeof procedures and the use of a single
administrative system, including the "one-stop-shimdel). In this way, the existing bureaucratic
barriers and the duplicating administration will eéminated and thereby the administrative burden
that is put on public administration staff and thelients will be reduced. The application of
strategy-based approach to the provision of pulsivices will also enable to improve the
nationwide accessibility of these services (esgbcia peripheral and rural areas). In the case of
regional public administration authorities, thesenprovements will specifically involve
strengthening the administrative capacity of regicend municipalities (with a focus on the
"municipalities with extended powers"). This wilésult in the establishment of a system, which
will allow to effectively provide public servicedp prepare, implement and evaluate territorial
development strategies and projects and to créateppropriate data and information platforms.

For the purposes of the development of human ressum public administration and in the public
sector it is necessary to propose and expand tivarddges (benefits) associated with work in
public administration, to create a system that \attract new, talented staff. Incentive programmes
for public administration staff will be preparedysSematic care for the professional and individual
development of employees, the creation of carelmsrand promotion rules, an advanced system of
further professional education, which will includ@provements to language, communication and
ICT skills: these are important tools. With respéatsenior staff (senior administrative staff and
elected representatives), professional educatainiirg will focus on the improvement of
management capabilities and skills and learningrofgressive management techniques. Up-to-date
equipment and facilities for the workplaces thag gart of the public administration sector which
will meet the needs of public administration of tB&" century, including the use of progressive
ICT, will also help to boost efficiency and make woin the public administration sector more
attractive.

Strengthening of transparency for public administra will be part of the effort to implement its
opening up to all parts of the population. Espdgiak the regional and local level it is possible t
strengthen the direct participation of citizens the decision-making process, boost their
involvement in the preparation, implementation andnitoring of the effect of programmes and
policies. Regional partnerships, which will be sgi by representatives of local self-governing
authorities and representatives of the civil soctet deal with the regional development problems,
will significantly contribute to the activation afegional resources and actors, the elimination of
institutional and bureaucratic barriers and morerapriate targeting of development policies
enhancing their efficiency. Regions, "municipalgtievith extended powers" and the so-called
"micro-regions" (created by groups of municipalfjehave the best prerequisites for establishing
such regional partnerships. A more open systemutiiip administration will also help us to boost
the role played by external control and it will doibute to the compliance with codes of ethics and
standards.

In a follow-up to the NRP, the preparation of dédi analyses will be supported with a goal to
identify those areas of public administration inialin the support for administrative capacities is
most critical in terms of the subsequent positivepact on economic growth and levels of
employment.

Implementation: The responsibility for the implementation of pubkdministration reforms in the
CR was assigned to the Mol, which will be respoteilior an integrated approach to the

57



NSRF Czech Republic 2007 - 2013 — July 2007

implementation of the activities supported as pdrthis priority (both through the ESF — system
activities, the development of human resources atemal interventions supported through the
ERDF).

Support of the modernisation of the public admiratibn will be administered via two thematic
operational programmes — via priority axis Publidrinistration and Public Services & HRE

and priority axes Smart Administration and Increh§guality and Accessibility of Public Services
of thelOP (both priority axes are closely linked to priogs B, C, D of the strategic objective Il of
the NSRF).

The Ministry of Interior will operate as anintermediate body in both above mentioned
programmes, which means that the decision-makiracgss concerning IOP projects will take
place at the same place where decisions are madesooing system projects. For this purpose a
new special Department was created within the Nhak will fulfil the role of the intermediate body
for OP HRE and IOP and will supervise, within th@entext of delegated competences, the
consistency of projects and their contribution he fulfilment of the strategy objectives. Fulfiltn
this condition will be one of the key evaluatioriteria for selection of projects.

Since the priority of the Smart Administration isiparily perceived as activity directed at the
support of the ESF, the activities financed by 8F will be dominant and investments from the
ERDF will complement these activities. Mutual borisitween investments should lead to synergic
effects and support the process of modernisindnefgublic administration.

This priority is also followed by interventions tfie priority axis of National Support for Territadi
Development in the intervention area of Moderniaatand Development of Systems for Creation
of Regional Policies of th&EOP.

Strategic Objective lll: Attractive Environment

Provide a high quality physical platform for econoim and social development through
investments into improving the quality of the en@nment and access to transport networks.

Relations to the CSG

The attractiveness of the environment is an impurtactor of the CR’s competitiveness. The
strategic objective Attractive Environment implent®emn the area of environment primarily the
commitments of the CR in the sphere of environmkem@tection stipulated in the Treaty of
Accessiofi’. Thus, it only partly responds to the CSG, whdre issues are taken into account in the
chapter More attractive Europe and European regionswvestors and workers, namely by support
of the investment in the environmental infrastruetand sustainable use of energy (a reduction of
energy demands and utilisation of renewable eneayyces).

Relation to the NRP

The strategic objective Attractive Environment thgh both of its priorities responds to the topics
of the NRP. It implements five priorities of the NIR

%2 The Treaty of Accession contains transitional pdrfor waste management (for achievement of taxgaties for
recycling and re-use of packaging, until 2005), éprality of water (for construction and reconstioct of sewerage
systems and waste-water treatment plants, to ersigher level of treatment (2010), for fulfilment the prescribed
limits of emissions of S@for heating plant Rerov and Nova Hty a.s. Transitional periods after signature of Theaty
of Accession: to achieve targets concerning reeygrhnd re-use of packaging waste (2012), postponenfaleadlines
on the management of waste electrical and eleatreguipment (until 2008), on the promotion of elégty produced
from renewable energy sources in the internal eleity market.
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Table 4: The strategic objective Attractive envino@nt and the link to NRP

Attractive Environment

= Protection and improvement of the quality of - Maximise energy and material efficiencies
environment and rationalize the utilization of resources.
= Improving accessibility to transport - Support environmentally friendly

technologies.

- Modernize and develop transport networks.

- Implement intelligent transport and traffic
management systems.

- Increase the share of railway transport in the
transport market and develop combined
transport.

The NRP stresses that the CR still has not comgleits basic motorways network and
modernisation of railways corridors. Many projeddslonging to the TEN-T network are in the
stage of preparation for modernisation or recoretiom. The NRP supports implementation of
intelligent transport systems and services thakélp increase traffic safety in traffic flow, naaty

by warning against a hazardous situation or a pnéwa of its occurrence.

On the Czech railways network, which is an integralt of the trans-European railways network,
the priority is the implementation of remote managnt of rail transport system on major lines and
the implementation of European safety system. la #nea of road transport it is necessary to
gradually implement transport management and in&drom systems, primarily for the motorways

network. The NRP also supports an increase in thares of railway transport on the transport
market and the development of combined transpompairticular by creation of intermodal terminals

open to all users and operators. The CR will furtbe-operate in international projects focused on
the use of combined transport.

Key relations to other strategic objectives:

Achieving the objective oAttractive Environment is dependent on key relations to other strategic
objectives:

» the strategic objective d€ompetitive Czech Econontypirough the use of new discoveries
and technologies to build our physical environmantl support for energy savings in the
industrial sector,

» the strategic objective oDpen, Flexible and Cohesive Societiirough the provision of
education and by improving an awareness of therenwental problems,

« the strategic objective dBalanced Development of Territorghrough efforts to develop
regional and local key transport infrastructureg{omal airports, > and 3% class roads —
directly linked to the high-order communicationgcédl communications, cycle paths,
developing transport systems, support for publensport), eliminating inadequate local
access to the technical infrastructure, implemen&mvironmental practices within urban
centres and supporting nature and landscape caatsanvefforts in rural areas, regenerate
brownfields.

The strategic objectivéttractive Environment will be implemented by means of the following
priorities:
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Priority A: Protection and Improvement of the Quali ty of the Environment

Priority Objective: Improving access to the environmental infrastruetwrenewing and improving
the quality of environment and supporting energyisgs.

Context: Setting up a system of permanent care of the emvirent and its different components
and its implementation aiming to improve the qualif environment, prevent new risks and
eliminate the old environmental burdens: these faors directly associated with sustainable
development of the society and economic growth.Sinvestments have a direct impact on the
quality of life offered to inhabitants in the tetory, influence their health and contribute to
increased attractiveness of the environment foregtors by reducing external costs (negative
externalities) and are also conducive to the usemigressive, environmentally conscious and
energy efficient technologies.

Focus of Key Interventions:In the area of theenvironmental support will be focused on the
improvement of air quality, in particular reducirtge exposure of inhabitants to emissions and
noise, furthermore, on environmentally friendly wamanagement, especially the construction of
waste-water treatment plants, water and seweragtersg and flood control systems.

Due to the high energy demands of the Czech econowlyich threatens its long-term
competitiveness, the support will focus on the iempkentation of measures significantly reducing
energy consumption (including the use of progressechnologies), increasing awareness of the
need of energy management and allowing its implaaten. The support will be given in
compliance with local and regional energy concegtd it will focus on individual segments of the
economy. Apart from the industry and the communateye, in particularly the housing sector
offers a high potential for cost-efficient soluti®n

Implementation: The priority Protection and Improvement of the Qtwalof Environment is
implemented by priority axes Improving Water Managmt Infrastructure and Reducing the Risk
of Floods, Improving Air Quality and Reduction ofiiissions, Sustainable Use of Energy Sources,
Improving Waste Management and Removing of Old Emwnental Burdens, Curtailing Industrial
Pollution and Environmental Risks, Improving Natunmed Landscape Conditions, Development of
Infrastructure for Environmental Education, Conanlty and Awareness of ti@P E.

The issue of energy savings in the industrial secsoaddressed by means of the priority axis
Efficient Energy of theOP EI. The issues of preventing and managing risks anglemented by
means of the priority axis Increasing the qualitydaavailability of public services of th&OP,
specifically in the areas related to the developtma&#nan emergency response system, which will
improve safety and prevent risks.

The CR anticipates the involvement of private rases (through Public Private Partnerships) in
major infrastructural projects in the area of eovimental protection and territorial regeneration, i

accordance with the PPP utilization policy whichshiaeen approved by the CR. The CR will
participate in theJASPERS Initiative.

Priority B: Improving Accessibility to Transport

Priority Objective: Reinforcing the access to transportation and paliliansportation services,
developing environmentally friendly means of tramsp

Context: Bringing to completion the construction of the asetwork of capacity communications
and key trunk roads in the area of transport anddr@and motorway bypasses of towns and
municipalities, building connections and techni@cess points including the development of
transport systems reduces transport costs and wepr@ccessibility of the region, which is
reflected in a higher quality of life of the poptian in the region, increasing attractiveness @ th
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environment for investors and their productivity; is a prerequisite for strengthening the
availability of public services.

Focus of Key Interventions:The entire general context of transport in the NF'SBnd the OP
Transport stem from the national transport poli@égctive for 2005 — 2013 and the White Book of
European Transport Policy for 2010 — Time to makdeision. Within the scope of NSRF the
transport part is settled within the OP Transpartd &ROPs. The distribution of responsibilities is
clearly defined and corresponds to the responsisliof individual institutions in the national
process. The OP Transport is focused on the netvafrknotorways, first class roads, railway
networks, and the network of inland waterways. R@Ps offer solutions primarily in the field of
2nd and 3rd class road and transport accessibility.

The transport policy results from a global objeetiwhich is developed into five vertical and four
horizontal priorities. Horizontal priorities havegeral effectiveness and are included in all vaitic
priorities. Vertical priorities are processed intalividual circles of issues — specific targets, e
will be fulfilled with the help of individual meages that result from it.

In the framework of support from the EC, ensurinigetquality of transport infrastructure,
respectively specific target of construction anddamisation of the transport infrastructure, wié b
the priority.

From the aspect of international obligations, thaimtarget within the scope of constructing
transport infrastructure is to gradually constraod modernise trans-European networks TEN-T in
the CR with a preference given to the three pripfirojects in accordance with annex of the
Decision of the European Parliament and of the Giduon Community guidelines for the
development of the trans-European transport netwdhe development of transport networks of
individual modes of transport has to proceed infilaenework of the concept of the whole transport
network, so that it is harmonized, i.e. the levéldevelopment of transport infrastructure must be
harmonized within all individual modes of transpoltt seems economically efficient to promote
those projects connecting regions and cities ofilsimeconomic importance, which would be
stimuli for regional development.

In the sphere ofransport accessibilityimprovement, the construction and the modernisatibthe
transport infrastructure will be implemented, assibf decisive importance for the economy of the
CR and contributes to achievement of the goalshef EU transport policy. The emphasis will be
put on the opening up the European transport corggdboth road and rail, and connecting the main
economy centres of the state to the European t@mstwork>. All projects of main networks
respect the TEN-T concept. With regards to crosstboconnection, all significant transportation
lines are planned together with the relevant nealring state. Apart from that, the TEN-T concept
is to some degree predetermining and obliges the Mémber States to build the defined
transportation lines. The focus on TEN-T prioritsopects is evident from the allocations to the firs
two strategic goals — the priority axes of OP Tnamd. These priority axes are in accordance with
the obligations of the CR, focused on the developtma&f TEN-T networks. The CR considers
projects 22, 23, 25 as a priority.

Furthermore, attention will be paid to the suppafrdevelopment of more environmentally friendly
types of transport, i.e. in particular rail trangspowhile construction and modernisation in the
sphere of rail transport outside the trans-Europsatwork, with the aim to increase the share of rai
transport in transport of passengers and goodsiisg discussed.

* The national sections of priority projects TEN-Tean accordance with the Regulation 884/2004 PP2#brailway
axis Athens — Sofia — Budapest — Vienna — Praguluremberg/Dresden + Prague—Linz, PP no. 23 railasis
Gdansk-Warsaw-Brno/Bratislava-Vienna and PP nandforway axis Gdansk—Brno/Bratislava—Vienna.
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The key national and regional railway lines will b@dernised so that a competitive alternative to
road transport is created and thereby the developnoé multi-modal, primarily combined,
transport is stimulated, possibly also in connettiath water transport, subject to the conditioris o
the nature preservation. With the aim to increa$ieiency of the transport systems and comfort in
transport, application of modern management metlasshaping progressive transport strategies
will be supported. Furthermore, in the territory thie Capital City of Prague, continuation in the
construction of the underground, as an environnigatdly type of transport, use of systems for
management of road transport in the capital citg dmilding-up bypass around Prague will be
supported.

Support will also be aimed at measures for reduding negative impacts of transport on the
environment and public health (eco-ducts and bigidors, noise barriers, etc.).

Implementation: The priority Improving accessibility to transpag implemented by means of the
priority axes Modernisation of the TEN-T rail netvkp Construction and modernisation of the
TEN-T motorway and road network, Modernisation difiet rail network outside TEN-T,
Modernisation of the primary roads outside TEN-TdaBupport of multi-modal freight transport
and inland waterways of theP T.

The CR approved the procedure for the utilizatiénh@ PPP in 2004 and analyzed the combination
of the utilization of the PPP and the StructurahBls in two studie¥. The CR anticipates the use of
private funding under the PPP scheme for largerastfuctural projects in the field of transport, in
compliance with the valid version of the PPP ustliion policy approved by the Government of the
CR.

The CR participates in th®ASPERS Initiative, also in the area of large infrastructural projects

Discussions with partners within the scope of parship principles, upon the preparation of the OP
Transport, have significantly contributed to thedi version of the OP Transport. The OP Transport
was, during the extensive discussion, expandedcénfield of financing, which include e.g. the
Capital City of Prague. Also, all requests were sidered as submitted by non-state, non-profit
organisations and the programme does not predetertie realisation of specific constructions
sites. An integral part of programme texts is tHaigation of the MoT that all maps and project
overviews stated in the annexes of the OP Transp@rtconsidered as indicative. The data may be
specified in greater detail and amended duringdbrse of the programming period in accordance
with the process of approval within the scope of @R, with regards to both individual projects
including the overall expenses and even the altereaof the transportation lines. Comments
leading to specific activities will be settled withstandard procedures during project preparations
(EIA).

In February 2006, a Preparation Committee for OBnBport was established at the MoT, which
met several times during 2006. Members of respeatigpartments of the MoT and representatives
of the following institutions were engaged in th@m@mittee: Roads and Motorways Directorate,
State Fund for Transport Infrastructure, Railwaysfrdstructure Administration, Waterways
Directorate, MoF, MRD, MoE, MIT, Mol, The Associatn of Regions of the CR, the Capital City
of Prague, the Transport Union, representativesielegated non-state, non-profit organisations
(NGO), the Union of towns and municipalities of ti&k, MoH, the Government Committee for the
physically handicapped people. The Committee toak m the preparation of the OP Transport, on
which it was necessary to collaborate with indivadiivoT departments, partners and beneficiaries.

The representative of NGOs was from the Atelier fine Environment, civil group, which
specialises in participating in administrative peedings and deciding processes, which can affect

% Application of the PPP principle to the economitdasocial cohesion policy, the MRD, May 2006. Agpattion of the
PPP principle to the transport projects financexhirthe EU funds, MT, November 2005.
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environmental protection, nature, public health dretitage sites. This representative mediates
information for NGOs for the entire duration of tid@Bmmittee’s existence. Consultations also took
place within the scope of SEA processes (a roubtetaith the public and public negotiations).

The operational programme was further commentedbgnthe work group, which has been
specially established and led by the MRD in whidhr@levant subjects were equally represented.

Strategic Objective IV: Balanced Development of Teritory

Balanced and harmonious development of the wholert®ry of the CR achieved by mitigating
disparities between regions and within regions. Egamic growth and an increase in employment
will be supported by the use of natural, economia@socio-cultural regional dissimilarities and
their differentiated internal potential. At the sam time, respect for the variability of the
geographical structure (population structure, hierehy of towns, types of rural area) will
reinforce territorial and social cohesion.

Relation to the CSG

The strategic objective Balanced Development ofit@ty reflects the CSG 2007 - 2013 within the
meaning of taking into account the regional dimensof the cohesion policy and coordination of
interventions from various sources and implemeantaf interventions with an explicit regional
impact.

Measures aimed at support of cross-border, intgiereal and transnational cooperation are
complemented by interventions implemented withie thonvergence objective. Special attention
paid to the territorial cooperation reflects theedefor closer cooperation between EU regions to
speed up economic development and to achieve higtosvth.

Relation to the NRP

The strategic objective of Balanced DevelopmenT efritory is intended as an indirect support or
the condition for implementation of the NRP. Howevehe focus of the strategic objective
Balanced Development of Territory does not mean-sided focus of all relevant priorities of
thematic and Regional Operational Programmes sadelysupport of the traditional concept of
economic, social and territorial cohesion. There aiso priorities in place with objectives in
compliance with the Lisbon Strategy in support & tcompetitiveness of regions with the highest
growth potential, whose stimulation will contribute the CR’s convergence to the European
average. The interventions planned in the territofythe Capital City of Prague will directly
contribute to the fulfilment of the Lisbon process,particular in the area of education, the labour
market, R&D support, as well as in case of interti@ns in large infrastructure projects.

Tab. 5 The Strategic Objective Balanced Developroémerritory and the link to NRP

Strategic objective/priority of the NSRF Measure of the NRP

Balanced development of territory

- Balanced regional development - Modernise and develop transport networks
- Development of rural areas - Create a uniform nationwide high-speed ICT
infrastructure

- Development of urban areas
— Increase territorial mobility

The strategic objective of Balanced Development efritory reflects the territorial dimension of
the cohesion policy and different conditions of ividual regions. Its priorities coordinate
interventions of thematic and Regional OperatioRabgrammes and differentiate their subject
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matter focus and intensity of effect depending ba tlegree of development or the problem content
of the regions in question. Within this objectivhesion policy interventions are connected with
and complementary to interventions of the natioregional policy of the CR. Apart from the
regions lagging behind and regions facing strudtymablems, it also places emphasis on the
development strategy and directions of suppothefdevelopment of urban areas, towns as poles of
development and the territory in development axéereby it spreads their development impulses
into the surroundings and determines the framewofis measures leading to economic
diversification and improvement of accessibility miral areas. It connects the issue of peripheral,
remote regions with activities within cross-bordeoperation.

The implementation of this objective requires calioation and co-operation of a wide spectrum of
regional stakeholders. When working on regionahtgtgies, integrated urban development plans or
rural development concepts and their subsequentem@ntation and assessment, the territorial
partnership principle must be widely applied. Therritorial partnership includes all key
stakeholders, which have an impact on territoriavelopment.

Relation to the Regional Development Strategy dnadTterritorial development policy

The Regional Development Strategy on the basisegfianal development analysis defines the
priorities of the Czech regional policy and idergg those regions which receive concentrated state
support, both for the purposes of support from tegional policy itself, and for the concept of the
regional dimension of selected sector policies wsilgnificant regional impact. The territorial
development policy defines the country's prioritiasterritorial planning in respect of securing a
sustainable development of territory, defines theegions which impose higher demands on
changes to the territory due to concentrated awdiwiof international or national significance or
whose significance exceeds the territory of a nglgion. For specific regions, areas and corridors
it defines the criteria for and the conditions oédision-making on the possible options or
alternative changes to the territory. Both theseutoents are the basis for the concept of regional
interventions and for the coordination of the redav priorities within thematic Operational
Programmes.

Key relations to other strategic objectives:

Achieving the strategic objective dalanced Development of Territory is dependent on key
relations to other strategic objectives through tiegional dimension of the relevant thematic
programmes:

« the strategic objective d@ompetitive Czech Economyy creating business opportunities in
areas with a less developed business structuren exgside regional centres, and by
strengthening links between entrepreneurs, regamasmunicipalities.

e the strategic objective oOpen, Flexible and Cohesive Societyy developing local
societies, preventing depopulation outside the mgiowth centres, and by focus on
improving education and employability of the popiga living in disadvantaged areas.

» the strategic objective ofittractive Environment by improving living conditions and
accessibility in disadvantaged regions.

* among key relations to strategic objectives alse lihk to the strategic objective dtural
Developmenti(financed from the EAFRD) needs to be included,leltlear boundaries of
interventions are provided.

Strategic objective oBalanced Development of Territory will be implemented by means of the
following priorities:

% When establishing partnerships, Art. 11 of Gen&egulation will apply.
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Convergenc®bijective
Priority A: Balanced Regional Development

Priority Objective: Balanced and harmonious development of regionglilgato a decrease in
disparities of the socio-economic development lemebng and within the regions of the CR.

Context: A decrease in disparities among and within regidasgeting and establishing mutual
links between interventions of individual types @fperational Programmes according to the
development and needs of regions.

Focus of Key Interventions:Interventions will be focused on two interrelatexbjectives —
decreasing disparities in the socio-economic dguelent level among and within cohesion regions,
while respecting and making use of their sociabremmic and cultural characteristics as specified
in regional development strategies. Within the seo@p this objective the following measures will
be implemented:

e interventions of regional dimensions that are acsgepart of thematic interventions,
primarily business support including the spatiapest of selected sector policies, the
development of human resources and education, heddevelopment of the transport
network,

» interventions of explicit regional significance,athwill, however, be complementary to
thematic interventions implemented at the natioleakl (in particular business activities,
education, transport infrastructure), within two anéngs; either on the basis of the
subsidiarity principle they will be addressed diitgcat the regional level (e.g.
"brownfields", transport services, tourism), or feynergy reasons, interventions financed
from the ESF will be linked in local terms (in patlar with respect to priorities Education
and Public administration).

Implementation: The objective of the priorityvill be achieved by means of the effects of synergy
of interventions implemented through thematic Operal Programmes and ROPs. The
coordination between these OPs will be assureddmperation between the relevant MAs and/or
Monitoring Committees. The efficiency of this coamdtion is in the responsibility of the NCA of
the NSRF, which will for this purpose organise megs of the Co-ordination Committee
"Balanced Development of Territory" involving alklevant authorities. Detailed co-ordination
mechanism is described in operational programmé® 3Jynergy at the level of IOP and ROP
financing recipient activities will be provided bthe application of integrated approach (e.g.
Integrated Urban Development Plans). The synergghaeism and mutual coordination will be
negotiated further at the level of Managing Authi@s.

The effect of synergy has two important dimensidr@sons of selected interventions of thematic
Operational Programmes in the territory by meanscobrdination of activities of various
Operational Programmes and by the adequate forprefierential treatment of particular regions,
drawing up Integrated Urban Development Plan (IUDRpking the availability of support for
selected priority axes of the ROP and selectedrvetetions of thematic OPs dependent on the
approval of these plans. This objective will be ested by various degrees of input of all thematic
Operational Programmes whose selected interventigihge focused specifically according to the
needs of individual regions.

In the case of th®P T, this involves in particular the construction of spl roads that are included
among TEN-T. A significant priority with a considasle regional impact are the efforts to speed up
the connection of regional cities to the motorwagtwiork which will contribute to the strengthened
integrity of the regional and settlement systentle# CR and also the efforts aimed at high-quality
connection with roads abroad.
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Another operational programme containing an implreigional dimension is th®P E which in
compliance with the assumed international committaevill bring the lacking water management
infrastructure to completion by 2010. This will doibute to the improvement in the environmental
quality, primarily in the worst affected regionsh@ priority axis Improvement of Air Quality and
Reduction of Emissions will have a favourable impaarticularly on those regions where the
environment is still seriously affected, which isye@ of the most significant barriers in the
development of some Czech regions because theag@hamong both the population and investors
is rather poor.

The OP R&DI contains a markedegional and urban dimension This programme will focus on
the support of a limited number of large projecEufopean centres of excellence) in compliance
with seven priority areas defined by the Nationasearch Programme. Thereby, the role of these
centres as the poles of growth will be strengtherneaonnection with these interventions, support
will be provided from theOP EI with the intent to either directly or indirectly &éend the effects of
interventions of theOP R&DI to the business practice. The OP R&DI widlso support the
development of capacities of targeted researctegions, as well as capacities of universities for
tertiary education.

The OP EI will contribute to the fulfilment of the objectivalso by means of concentration of
support within the priority axis Development of Fis in structurally affected regions of North
West and Moravia-Silesia. On the contrary, the ptyoaxis Innovation will implicitly further
reinforce the competitiveness of regions with sfgaint business and innovation tradition and
potential.

The OP EC will promote the fulfilment of the strategic objee¢ partially by means of all priority
axes, in particular through support of equal oppoities of students with special educational needs
and education in the business sector with linkspecific conditions in particular regions, through
modernisation of higher professional educationiit inelp to harmonise supply and demand on the
labour market, and it will promote the developmehpartnership and networks in compliance with
the current approaches to the support of competitdss.

The OP HRE will contribute to the fulfilment of the objectivdijrstly by the conception of the
operational programme itself, i.e. the focus onsup of integration of groups worst affected by
social exclusion (long-term unemployed and othesugs that are usually highly concentrated in
territorial terms) and furthermore, the fact thabshpriority axes will focus primarily on supporif
regions most affected by unemployment and areals thi highest concentration of social problems
(regions North West and Moravia Silesia).

Much emphasis is put on the fulfilment of the oldjge also within thelOP. This primarily
involves the priority axis National support for teorial development focused on the modernisation
and development of the systems of shaping teratopolicies, including the development and
application of the "Territorial Impact Assessmemtiethodology on significant state policies and
programmes. The improvement of the performance oblip administration/public services,
including the development of eGovernment is an int@at goal of the I0P.

A very significant contribution to the fulfilmentfdhe objective is expected froROPsthat mainly
focus on the development of relevant transportasfructure (i.e. modernisation and construction of
2" class and % class roads, primarily those that are connectedEN-T) and the creation or
reinforcement of integrated metropolitan or regiopablic transport systems. Furthermore, ROPs
will support the development of tourism in ruralcaperipheral areas showing significant potential
in this respect. Within this priority, reconstruati and preservation of cultural monuments, which
play a key role in the development of travel andrism, will be promoted.

As part of priority axes of the ROPs also the irgilbn of innovative actions is planned whose
nature will depend on the needs of individual regioThese innovative actions will primarily be
focused on support of implementation (or completiohthe existing) of regional innovation
strategies with the goal to interconnect their ismpkentation with other strategic documents at the
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level of towns or regions. However, the objectiiesapport from ROPs will be the emphasis on the
implementation of these strategies, i.e. the cawtion of regional actors and real implementation
of strategy objectives. Extensive use of the neigg method at the European level is expected for
these innovative actions.

Priority B: Development of Urban Areas

Priority Objective: Strengthening the role of towns as acceleratorsrefional growth and
development of regions and support for revitalinatof decaying districts.

Context: Increasing competitiveness of towns by strengthgnprogressive sectors in their
economy, overcoming their insufficient critical nsaBy means of networking and transformation
(revitalization) of the urban environment.

Focus of Key Interventions:
I. Cities of 50,000 inhabitants and above

Interventions aimed at strengthening towns/citiesl #éheir groups, as the drives of growth and
centres of development of regions will support #sablishment of urban networks which are able
to transfer development and innovative impulses.

Depending on local conditions, support will focus cegional centres (regional cities with over
50,000 inhabitants plus Mlada Boleslav) and theindtional groupings aiming at strengthening
their significance in the regional, national andr&pean economy as growth powers.

Attention will be paid to the development of inndiwee potential, stimulation of businesses and
service development, including special services/led to manufacturers. Activities will focus on
attracting talents and highly-skilled persons ahdirt motivation to stay in the urbanized territory
which is a key source of urban competitiveness.sTh directly linked to several measures
increasing the offer and strengthening the accdggibf cultural and social services.
Interconnection of the strongest towns from the remuic viewpoint (as poles of growth) and
medium-sized centres through infrastructure netwakd transport (traditional and ICT) and co-
operation among towns will allow for the distribati of development and innovative impulses in
space, territorial integration and achievement aohare balanced, polycentric development of the
regions, the CR and Europe.

Furthermore, integrated projects will be supportgtich are aimed at revitalization and change of
functional use of selected urban zones, the ove@lition of transport (infrastructure, availabjlit
of transport, transport systems, public transpamyironmental management in towns/cities and at
promotion of a healthy lifestyle. Activities in spprt of social cohesion of urban communities
(prevention of socially disadvantageous environmepbckets of modern poverty in urban and
suburban localities, in particular in panel housesgates) will also be supported.

Development and renewal of towns and their part8 e implemented through comprehensive
strategies (multi-domain) of IUDP, which will be $&d on urban (municipal) development plans
and territorial plans. Based on these documentset@reated using a widely applied principle of
territorial partnership, activities of individuatakeholders, including activities of the public and
private sectors, will be co-ordinat®d Towns with more than 20,000 inhabitants will albe
supported in the area of housing, in case they hawdked out the IUDP.

In order to avoid diffusion of the support, fundingill only be provided to the best projects
submitted within a competition among individual togy namely among particular Integrated Urban
Development Plans.

Il. Towns and cities of 5,000 — 50,000 inhabitants

% Integrated Urban Development Plan means a speaifton implemented through two or more individymbjects
which are realised in restricted area or in therfeavork of thematic approach in the towns.
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Based on local conditions, support will be focused towns and cities of 5,000 to 50,000
inhabitants. In order to strengthen territorial eston within towns support will be especially
focused on three problem types of town zones: aedwziation and humanization of housing quarters,
renewing and revitalization of areas that have adre been urbanized (brownfieftfs and
revitalization of town or city centres. As part tifie priority axis of the ROPs a wide range of
relevant and eligible areas will be supported —lpuimfrastructure (public transport, adaptation of
the city public space, including public lightinggocial infrastructure (education, health servioa) a
local services.

In the area of revitalization and humanisation oblematic housing estates, the competition will
be organized at the national level and support bdlgiven to the best projects. In connection with
efforts to integrate groups of persons threatengdsticial exclusion, several pilot projects on
integration of the Roma population will be suppakte

Implementation:Priority axes of ROPs that are focused on the sotubf problems of towns have
an explicit urban dimension. Both the competitivesn®f towns having the potential to become the
poles of growth (or to intensify this role) and thehesion will be strengthened by means of support
for deteriorating town districts. The emphasis via# placed on support of new approaches to the
development of towns and cities, such as thematideoritorial concentration of interventions
implemented through IUDP, with which the CR has yet had any experience.

The above mentione@P R&DI, which is in the area of the development of innagatpotential
complementary to the ROPs, has an obvious urbareds&ion. TheOP EI will contribute to the
development of entrepreneurship and supportingrass services in the cities.

The contribution to the fulfilment of the objective strongly emphasized also within tH@P. This
involves in particular the priority axis Nationaligport for territorial development which is focused
on improvement of physical environment for housimg,particular in the form of support for
revitalization of problematic housing estates andividual houses with the goal to prevent marked
social segregation and polarization. Support wdlgrovided on the basis of criteria effective on a
nationwide scale with a view to focusing support tie most controversial parts of towns in the
CR. It is a complementary, but important activitytivrespect to the priority of addressing problems
of the ROPs and therefore support for revitalizatai housing estates will only be provided in the
case that it will be linked with the support proed by means of the priority Development of Urban
Areas implemented under the ROPs on the basiseoptlpared IUDPs and the development plans
of town districts.

The OP EC will contribute to transformation of urban areasrabigh the development and
adaptation of initial education (to be designed jeabto specific local needs) and strengthening
human capital in the field of research and develeptn TheOP HRE will focus on attracting and
retaining talented and competent workers to theanrareas and also on the solution of problems in
the area of social integration in towns, especiallyhe deprived districts.

The CR is considering the use of thESSICA initiative aimed at supporting alternative funding of
urban development projects, both within priorityeaxof OPs focused on the development of urban
areas and town redevelopment.

37 Brownfield is an abandoned or underused or idlegtpiof property (landplot, building, build area)hieh is derelict
and eventually may be environmentally contaminaféte former use of brownfields are residual promesrthat were
previously used for could be industrial, mining rgltural, army, residential, transport and otlaetivities or for civil
amenities purposes.
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Priority C: Development of Rural Areas
Priority Objective:Sustainable development of rural areas.

Context: Stabilizing population in rural peripheral regiors¢rengthening of micro-regional centres,
harmonizing relations between urban areas and th&okground by means of the strengthened
partnership between rural areas and towns/citiesinkining and increasing the quality of life of
the rural population by making it more attractivaét savings, improving the availability of public
goods and services).

Focus of Key Interventions:In view of the fact that in the CR, three types miral areas with
different socio-economic trends can be definediedéntiated forms of support will be applied in
the implementation. The first type are rural peepdl regions that require stabilization of
population in these regions, namely by means ofnta@ning and increasing the quality of life of
rural population, improving the availability of plib goods and services and strengthening the
traditional bonds with natural values of the tesrit. On the other hand, rural areas in the hintala
of big cities are influenced by suburbanizationeyhshow significant development dynamics with
demands for increase in technical and social inftessure capacity and higher availability of
transport. Rural regions with good access havepthtential to diversify their economy successfully
and to become the recreation hinterland of urbaagrwith specific requirements for intervention
(e.g. for specialisation in the field of travel aridurism, or the development of the cultural-
historical potential).

Micro-regional centres (mainly towns with a statoka municipality with territorially extended
jurisdiction and/or natural centres of municipaliams) offering a wide range of services in its
surrounding, provide support to rural area develeptrwith an important link to the main powers
of regional development. Supporting developmentheise centres will enable the strengthening of
natural territorial cohesion, functional integratiof the territory, and in connection with main
development centres supporting urban and ruralnpaship and achieving a balanced polycentric
development.

Within the ROPs and in compliance with local comalits, a comprehensive support for rural
communities of 500 (in some cases of 2,000 in catina with Rural Development Programme in
EAFRD) — 5,000 inhabitants is planned.

A comprehensive support means a physical revitadiaof the territory, public infrastructure,
social infrastructure (education, health and socifitbstructure, leisure time infrastructure, cuéil
and sporting activities) and local services.

Support will also be given to territorial partneiigh and local action groups aiming at the
development of local economic potential by expagdinrange of economic activities in rural areas
and by developing non-agricultural activities.

Implementation: Decreasing intraregional differences through theprovement of living
conditions and economic opportunities in peripharad rural regions (completion and development
of technical and social infrastructure, diversition of the local economy, improving the
environmental quality) is an important focus of iaggl interventions. This priority bridges the gap
between support for towns/cities and support frdme EAFRD. In the CR, support from the
EAFRD for the development of non-agricultural adiies in the rural areas will be very limited,
since the strategic objective for the EAFRD is feed in particular on the competitiveness of
agricultural and food-processing structures.

The boundaries with the OP El is also defined bypation numbers. The EAFRD will support
micro-enterprises and businesses of sole tradegagad in the agricultural sector in communities
up to 2,000 inhabitants.
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Within the priority axis Smart Administration of #1OP, primarily focused on support for national
strategies managed (coordinated) by individual depants, the development of ICT in rural areas
will also be supportedwhich still do not have sufficient potential availe for the effective
provision of these state-of-the-art services omamercial basis.

Through theOP HRE, local initiatives focused on activation of socpartners and strengthening of
social dialogue with the aim of addressing locabdar market issues, will be supported in rural
areas along with establishing regional networkstfansfer and sharing knowledge and experience.
Special attention will also be paid to the suppoftadministrative and absorption capacity of
municipalities with extended powers and their rofemicro-regional centres will be strengthened.
Furthermore, the OP HRE will focus on the elimimatiof systemic weaknesses in the availability
and quality of public services.

The Regional Competitiveness and Employn@dective

Priority D: Cohesion Region the Capital City of Prague

Priority Objective:Sustainable development of the Capital City ofdtra as an important centre of
socio-economic, cultural, educational, research amabvative activities.

Context: The reason for the existence of separate operdtimmmgrammes for the territory of the
Capital City of Prague, is the specific positiontbe capital city in the CR, as well as the inclosi

of the Capital City of Prague among the economicaibst advanced EU regions (inclusion into the
Regional Competitiveness and Employment objecti@).the level of GDP and unemployment,
Prague ranks among the 15 best regions in the EdhiWthe scope of the CR, Prague creates
almost 1/4 of the GDP with services as a significabmponent, and it presents a pole of growth in
the CR with significant "spill-over" effect into ber regions. About 2/3 of public research and
development institutions are localised in Pragud &f8 of the capacity of private R&D. A total of
37.9 % of the total expenditure on research andetitgyment is allocated to Prague and more than
63 % of the expenditure of the public sector. Duwe the achieved level of socio-economic
development, urban nature and role of Prague, tfieeted socio-economic phenomena are reflected
differently or with a different intensity within & territory. On the other hand, negative factors
associated with the concentration of socio-pathilalgphenomena in the capital city occur,
together with problems arising from insufficienteiatification with the environment and the
community. This situation demands a specific foafs support in the form of independent
operational programmes financed from the ESF andERThe management of both operational
programmes of the Capital City of Prague will prdgieffects of synergy upon implementation by
means of independent approaches to beneficiafestinciple of single doors) and the effective
coordination of all interventions via the mutual mtwring committee of both programmes.

Focus of Key InterventionsThrough the strategic objective Balanced Developtred Territory,
the problems of the Capital City of Prague will lselved by means of the objective Regional
Competitiveness and Employment. This concerns stppb environmentally friendly public
transport, improving accessibility of the TEN-T ne&trks, improving quality of important transport
links and development and availability of ICT sax®$. Revitalization of abandoned, impaired or
socially problematic zones and areas, preventiot smiution of natural or technological risks,
efficient and sustainable use of energy and nattgaburces will be other important areas to be
supported. In the area of strengthening competi@ss of the economy, the activities will focus on
the development of innovative environment and penghip between research and development
base and practice, the development of a knowledgaemy, the support of a favourable business
environment and the development of a sustainabhleetrand tourism sector.
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From ESF resources, assistance will be primarilgcated to increasing professional mobility and
adaptability of employees and employers that vald to higher quality and productivity of labour,

furthermore, it will be allocated to support andnswolting services developing the business
environment, to increasing the efficiency of pulbdidministration of the Capital City of Prague, in

support of access of disadvantaged groups to theuamarket, and to the improvement in the
qguality of education and professional training oégple consistent with the labour market
requirements.

Implementation: The operational programmes for the objective RegioBompetitiveness and
Employment — focused on the territory of the Cabpifaty of Prague have an obvious regional
dimension.

Interventions supported from the ESF will be implemed by means of th®@P PA. The strategy,

in contrast with other regions of the CR, placesaer emphasis on activities associated with the
development of knowledge economy (priority axis fap for the Development of Knowledge
Economy focused on increasing professional mobilégd adaptability of employees and
employers, education targeted on use of ICT, imprgvcooperation between research and
development teams, educational institutions, bissrsector, etc.), support for access to the labour
market (graduates, people at risk of social exdastheir long-term inclusion, prevention of long-
term unemployment by means of the priority axis Bou to the Entry to the Labour Market) and
development of life-long learning (formal and infoal education — life-long learning, development
of disciplines, education/training of teachers asstablishing cooperation between educational
(school) institutions and the business sector).

Another programme which is however supported frédva ERDF, is theOP PC with the priority
axes Accessibility and the Environment (transpaoiftastructure, environmentally-friendly public
transport, availability and use of ICT, territoriakcovery) and Innovations and Enterprise
(information infrastructure, establishing partnepsbetween research institutes, universities and
enterprises, support for the spirit of enterprise).

In view of the specific position of the Capital @itof Prague, the issues of development of
infrastructure capacity, modernisation and develeptrof environmentally-friendly transport and
systems of road transport management in the teyriod the Capital City of Prague are addressed
within the independent priority of th@P T (funded from the Cohesion Fund).

The European Territorial Cooperatio@bjective

Priority E: European Territorial Cooperation

Priority Objective: A full-fledged involvement of Czech Republic'sioeg in the socio-economic
processes taking place within the EU, both at thess-border level and at the levels of
transnational and inter-regional cooperation.

Context:Removal of the existing barriers to the economieelepment, strengthening of social and
territorial cohesion of the territory. Transfer asldaring of experience.

Focus of Key Interventions:The strategic objective Balanced Development ofrif@y also
responds to the support eboperation at cross-border, inter-regional and transnational levé
according to the objective European Territorial Queration, within which joint solutions of
common problems between neighbouring countries agions will be supported in the areas
outlined below:

» development of towns and rural areas,
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» development of economic relations — in particulataurism, provision of services aimed at
strengthening the competitiveness of small and onadsized enterprises and support for
their cooperation, integration of split marketsiestgthening links between enterprises and
educational and research and development institstio

» construction of infrastructure, technical intercection and strengthening of availability
(transport, environment, ICT),

e securing cooperation in the area of security,

* integration of labour markets, support of educatidevelopment of socio-cultural activities.
Due to the size of the CR, most regions will pagiate in cross-border cooperation. Joint solutions
of common problems will also be supported withiartsnational and inter-regional cooperation, in
which entities from all regions can take part, amkich enables cooperation of regions that do not
border each other. In the area of inter-regionabperation, intervention will focus on issues of
sustainable growth and job creation by means aérgjthening innovations, competitiveness of
small and medium-sized enterprises and businesiteg, environmental protection, and
prevention and solution of risks. Furthermore, eaoppe of experience and best practices concerning
the development of towns/cities, the provision afbpc services (e.g. use of information and
communication technologies in the health sector paoBlic administration), implementation of
cooperation programmes, preparation of conceptisnalies and data collection will be supported.
In the area of transnational cooperation, the CR @ooperate with other EU Member States in
matters of strategic importance. Support will benad at strategic activities enabling physical
interconnection of the territory, strengthening tlavailability of transport, environmental
protection, prevention and solution of risks andegrated water management, further the
development of intangible connections such as ti@vation networks in the area of research and
development, the development of information sogietgtworks for exchange of experience
between interested parties and between regions.

Implementation: The operational programmes within the priority Epean territorial cooperation
have an obvious territorial dimension or regionahdnsion in the case of cross-border cooperation.
They are aimed at the removal of barriers that dtam the way of the full utilization of the
territory’s potential and strengthening its compeéness. The OPs will focus on the
implementation of joint projects in the area of risport, water management, further the
environmental protection and also the developmdnthe business environment, the travel and
tourism sector and culture which will enable to éep natural links, strengthen territorial integrit
and cohesion. They will focus on support for pragethat would be hardly viable without mutual
cooperation.

7.2.5. NSRF Indicators

The use of an indicator system enables to assessirtpacts and effects of NSRF/OPs
interventions. It is an important condition for tlessessment of effectiveness of the EU funds
financial resources management.

A correctly set indicator system allows evaluatihgw much the individual programmes and
projects achieve the expected outputs, resultsigpacts, where appropriate. The values of output
and result indicators are monitored for the purmoséimmediate decision-making. However, in
order to substantiate a decision of a long-termrabger, impact indicators are necessary. The time
between fund provision and evaluation as well as¢bmplexity of linking the benefit (impact) of
the aid with activity of direct beneficiaries makgddifficult to obtain a reliable impact indicator
data as easily as it is the case of the outputrasdlt indicators.
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The creation of the indicator system structure thoe 2007 - 2013 programming period has been a
symbiosis of two approaches:

1. Top-down approachused during the selection of the NSRF indicators.

2. Bottom-up approachapplied for the selection of indicators on the |esEOPS, which using

the EU funds produce the outputs of realized inéetions. These indicators are necessary
elements regarding monitoring of concrete use afized expenditures.
The outputs bring specific results to the benefigia who implement the financed activities.
It is necessary to monitor what effects have brdugk supported and realized activities e.g.
to individual persons or organisations (the numbémewly created jobs, the number of
successfully trained employees etc.).

On a higher level the cumulative effects of theuitsare expressed in the impacts, which go
beyond the framework of immediate measurable irgetion effects on the beneficiaries and
from which the degree of success or failure of tagpective support can be deduced.

Besides the context indicators, the NSRF indicatystem composes of the impact indicators. The
impact indicators provide information about thekingoing beyond the scope of immediate effects.
To measure the fulfilment of the main NSRF/OP obhijees is enabled by the means of impact
indicators. This group of indicators is also imgont for making strategic decisions (e.g. operation
programme revision). For each NSRF indicator datacépt of context indicators) source is defined.
The sources are mainly European or internatioratisttcal databases (Eurostat, WEF, EIS, World
Bank) and national statistical database (Czechis3izdl Office - CSO), and also monitoring
systems of responsible ministries (managing auties)i are used (see column Source in the table
below).

The proportionality, i.e. adequate and balancedecage of the NSRF strategic objectives, has been
an important goal when crating the indicator systefhe quality of the indicators has been
preferred to the quantity regarding important &ttites like for example logical linkage, extent of
coverage and usefulness.

Monitoring of the indicators fulfilment:

Output, result, and eventually also impact indicasof the OPs will be monitored by the central
monitoring system for the purpose of reporting. THdRD will also ensure the collection of the
core indicators via the monitoring system (the agmyation of the values on the national level),
which are quoted in the Annex 1 of the EC Working@ument No.2.

For each NSRF indicator (except context indicatord)nkages to the global objective and to the
priorities of the NSRF strategic objectives are sta. NSRF is assumed to contribute
substantially to fulfilling of the target values d@ed for these indicators (see Table 8Jhe
context indicators will also be monitored so thaetmain influences on the NSRF objectives
fulfilling could be identified as well as the nawmirof wider effects of the NSRF interventions
implementation.

Table 6 Context indicators

Average annual increase as a

Real GDP growth % 2001 -2005 3,7
. . Average annual increase in
REID2 @ D)) consumer prices as a %, 2001 2,3
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-2005
Average annual increase

Aggregate productivity of labour as a %, 2001 -2005 3,4
Average % share of gross
Gross fixed capital formation fixed capital formation in GDP 26,7
2001 -2005
Average % share of state
State budget balance in GDP budget balance in GDP - 2,86
2001 - 2005
Average % share of state
Balance of Government deficit in GDP budget balance in GDP -5,14
2001 - 2005
Average % share of the annual
Volume of exports volume of exports in GDP 2001 66,1
- 2005
GDP per capita in PPS EU-25 = 100, 2005 73,7
Productivity of labour in PPS per hour EU-25 = 100, 2005 52,1
Energy intensity of the economy EU-25 = 100, 2004 416
Employment rate (inhabitants aged between 15 EU-25 = 100, 2005 101,6
and 64 years) EU-15 = 100, 2004 99,4
Long-term employment rate EU-25 = 100, 2004 107,7
Expenditure on R&D as a percentage of GDP EU-25 = 100, 2004 68,3
Total public expenditure on education as a EU-25 = 100, 2004 84,6
percentage of GDP
Regional difference of GDP per habitant - in PPS CB: 68,4
SW: 68,0
HDP in PPS - NUTS II regions NW: 59,0
(EU-25 = 100 ) NE: 62,1
(2005) SE: 66,1
CM: 58,2
MS: 60,2

Table 7 - Indicators for NSRF global objective

(EU-25 = CsoO average

GDP per capita in PPS Impact 100) Eurostat EU-25
" 5,0
f:dn;);zetltlveness Gl Impact index WEF ?é;‘tlh lace) (about
P 26th place)

Unemployment long-term rate ﬁ::rl;f ?g ed
(aged between 15 and 64 I ph Y CSsO 3,9 decrease
years) THIPEIEE el ST Eurostat 4,9 20%

12 months !
- from that: women

(as a %)

Table 8 Indicators for NSRF strategic objectives

Strategic objective I: Competitive Czech economy
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Added value per employed in

SME Impact Increase (%) = +60%
Linkage to 1.A

Gross domestic expenditure

on R&D GERD) (ind. Lisabon Impact % GDP CSsO 1,42 2,2
Linkage to 1.B, (4.D)

European
Impact Innovation
Scoreboard

Database
EIS

Summary index of innovation

Linkage to 1.A, (4.D) 0,26 0,36

Share of expenditure on R&D
in enterprise sector on GDP Impact % GDP CsO 0,77 1,5
Linkage to 1.B (4.D)

Employment rate of the

research and development Eni'\nplrggges 9,1 10,8

sector per 1,000 of the Impact CSO from that from that
. from that

employed in the aggregate women 5,1 women 6,3 women

Linkage to 1.B (4.D)
Added value in sector of
accommodation and catering Impact CZK (bin) CSsO 33 846
Linkage to 1.C

increase
about 60%

Strategic objective II: Open, Flexible and Cohesive society

Unemployment rate of young

people (inhabitants aged 14,9 decrease

between 15 and 24) Impact % CsoO 11,8 about 20%
- women (2006)

linkage to 2.B (2.C)

Employment rate 64,8

(haplartssoed betueen 1S oy W cso @D s

Linkage to 2.A, 2.C, 4.D (2006)

Share (percentage) of
students in tertiary education
system (inhabitants aged Impact % CSsoO 45 55
between 19 and 22)

Linkage to 2.A

Share (percentage) of

inhabitants aged between 25

and 64 participating in further Impact % CSsO 5,6 6
education

Linkage to 2.A, 2.C, 4.D

Share of ICT experts in the cso

total employment rate Impact % Eurostat 1,5 1,7
Linkage to 2.D, 4.D

Effectiveness Indicator

Linkage to 2.C, D, E, 4.D Impact index World bank 76,6 88

Strategic objective III: Attractive environment

20 613
(2005)

Amount of the discharged

pollutants for sources of CODc, 18 000

Result t/year
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subjected to charges
(methodology of 2005)
Linkage to 3.A

Reduction in greenhouse

: : t CO,
gases in equivalent CO, levels MoE 13,923
over a specific period of time SECE _E)er CSO (2004) 1O
Linkage to 3.A e
Exposition of inhabitants to
ItDrIL? over limit concentration of Impact % inhab. MoE 66 50
10
Linkage to 3.A
Increase of share of train and
‘t"gaesrpgratns"m I s Result % MoT 25,2 27
Linkage to 3.B
Transport intensity in freight (
- tkm/ GDP,
el EX%‘E)"F})E of freight & pact mil tkm / bin MoT 23,075 22,077
P CZK)

Linkage to 3.B

Strategic objective IV: Balanced Development of Territory

Variation

unemployment rates Impact ADETIE T CSoO 39,8 36

Regional differentiation of

, without
Linkage to 4.A. 4.B, 4.C, (4.E) Prague*
Regional differentiation of c\éaeli—’;’?(filgrz‘t
employment rates Impact without CsO 3,86 3,5
Linkage to 4.A, 4.B, 4.C, (4.E) e
Prague
Variation
Regional differentiation of coefficient
GDP in pps Impact without CsO 6,3 5,9
Linkage to 4.A , 4.B, 4.C Prague*

L Unless year 2004 or 2003 is stated

*) As in the CR elected regional authorities arethe level of regions (NUTS lll), calculations ohe variation
coefficient are performed also for the NUTS Il leyor — if such need arises — also for smalleriterial units.

Assumed values of the indicators were defined ds\is:
- They were based on goals setting in strategic demisor programmes — e.g. Strategy of
Economic Growth, NRP, and National Innovative Pgpkcand than expertly modified.
- They were based on expert estimates during the @Pgpation.
- They were obtained through benchmarking.

The target values of indicators based on caus&hlye with the OP interventions were based on the
values of indicators for the given interventionstire OP. To bring an example, the target value of
the employment rate in the R&D sector indicator vieesed on the OP indicator number of created
jobs in the R&D sector. Estimating target valuesraficators is a complex issue and in the case of
the macroeconomic indicators like employment or GB&r growth is affected by range of factors
including external ones.
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The attainability of the target values of the ingfiors acquired by any of the three above mentioned
ways will be reviewed in the evaluation exercisentarly, the target values based on international
and national statistical databases will be subjeatview in the evaluation exercise. This way the
assessment of the true influence of the SF inteireas on the target values will be clarified.

It is expected that the SF will significantly coifitute to the achievement of these target values.

The evaluation plan includes evaluations focuse@ssessment of contribution of the interventions
to fulfilment of the NSRF strategic objectives, asll as thematic evaluations, which will deal with
cross-sectional issues across the operational anagres. The thorough assessment of the linkages
between NSRF and OPs indicators will also be inellich the planned evaluation activities.

Within the framework of the NSRF ex-ante evaluatitte macroeconomic modelling of SF

interventions impact was utilized the first time @Z. Following the results of this evaluation an

updated and improved macroeconomic model Herminl sleaused to asses the direct SF impact.
The model database shall be expanded and amendsxmbperation with economists and experts in
order to describe the impact of the SF intervengeen more precisely.
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8. OPERATIONAL PROGRAMMES

Convergence Objective

8.1. Operational Programme Enterprise and Innovatian

The global objectiveof the OP Enterprise and Innovation is to improve the cefitpjveness of the
CR by the end of the programme period and to btimginnovative performance of the industry and
service sectors closer to the level of the majordpean industrial stateShe OP EI should achieve
this by significant support of innovations and aaaterconnection of the development and research
area with the business sphere. Emphasis is puthenimplementation of results from the R&D
sphere into practice. Therefore, all forms of cogt®n aiming at achieving these goals should be
stimulated. Supporting the formation of an apprapgienvironment for business and innovations is
also an inseparable part, as it will motivate bdtie establishment of new firms and the
development of already existing ones. The progranwile also focus on supporting business
activities in the area of energy savings and stesngromotion of renewable sources of energy.
Technical assistance will be used to support theppration of pilot projects to strengthen
absorption capacities, particularly in the fieldiohovative interventions.

The Managing Authority of the OP El is theMIT.

Table 9 Indicative Priority Axes of the OP Enterggiand Innovation
OP Priority Axes
Priority Axis 1 — Establishment of firms
Priority Axis 2 — Development of firms
Priority Axis 3 — Effective energy
Priority Axis 4 — Innovation
Priority Axis 5 - Environment for enterprise and innovation
Priority Axis 6 — Business development services
Priority Axis 7 — Technical assistance

8.2. Operational Programme Research and Developmeifdr Innovations

The global objective of the OP Research and Development for Innovations isngtieening the
research, development and innovation potentialhef €R, ensuring growth, competitiveness and
job creation in the region® so that the CR would become a location of Europ#aportance in
concentration of those activities by means of ursitées, research institutions and other relevant
entities

The Managing Authority of the OP R&DI is theVIoEYS.

The OP R&DI will support projects with not only dearly defined follow-up/parallel project to
acquire and train human resources in new/innovasgghcities, but those with a clear plan for using
the capacities also once the funding of the projeuder the ERDF ceases to exist and with a clearly
defined sustainability strategy.

Table 10 Indicative Priority Axes of the OP Resdaand Development for Innovations

OP Priority Axes
Priority Axis 1 - Development of research and development capacities

% Regions on the NUTS Il level.
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Priority Axis 2 - Development of capacities for cooperation of the public and private sectors in
research and development

Priority Axis 3 — Strengthening capacities of universities for tertiary education

Priority Axis 4 — Technical assistance

8.3. Operational Programme Human Resources and Emplyment

The global objectiveof the OP Human Resources and Employmisrto increase employment and
employability of people in the CR to the level dfd 15 best EU countries average. This objective
will be achieved via increasing of adaptabilityerhployees and employers, among others by means
of further education, improvement of access to eypient and prevention of unemployment,
strengthening integration of persons endangered sbgial exclusion or socially excluded,
strengthening institutional capacity and efficierafypublic administration and public services, and
intensification of international cooperation in theea of human resources and employment. This
OP has been conceived as multi-objective. Thre¢utdqriority axes of programme and priority
axis Technical Assistance will be complemented frahe Regional Competitiveness and
Employment objective envelope so that the actigitimcluded in these axes, could be supported
across the territory of the CR, i.e. including W@apital City of Prague.

The Managing Authority of the OP HRE is thé1oLSA.

Multiobjectiveness— OP HRE is a multiobjective operational programniiae multiobjectiveness
is connected to activities of systemic, respecgiveational character and the implementation of
these activities should influence the whole temytof the Czech Republic. These system activities
with national impact are connected to the priordyis focused on Active Labour Policies, to
priority axis focused on public administration apdblic services, transnational cooperation and
also on technical assistance. The MoLSA will enswia coordinating mechanisms of ESF
programmes (more in detail explained in Section dfINSRF) that resources allocated for the
Convergence Obijective will not be used for finargiof interventions in the territory of the
Regional Competitiveness and Employment ObjectAtethe same time, the Managing Authority
of OP HRE in cooperation with the MA of OP PA guateaes that the OP HRE activities will not be
duplicated by the OP PA activitiese. the same type of activities will not be implemented the
same target group. The Managing Authority will alsosure a sufficient financial allocation for
activities of systemic/national character.

Table 11 Indicative Priority Axes of the OP Humaad®urces and Employment
Priority Axes of OP
Priority Axis 1 — Adaptability
Priority Axis 2 a - Active Labour Market Policies (Convergence)
Priority Axis 2 b — Active Labour Market Policies (RCE)
Priority Axis 3 - Social Integration and Equal Opportunities
Priority Axis 4 a — Public Administration and Public Services (Convergence)
Priority Axis 4 b — Public Administration and Public Services (RCE)
Priority Axis 5 a — Transnational Cooperation (Convergence)
Priority Axis 5 b — Transnational Cooperation (RCE)
Priority Axis 6 a — Technical Assistance (Convergence)
Priority Axis 6 b — Technical Assistance (RCE)

8.4. Operational Programme Education for Competitiveness

The global objective of the OP Education for Competitiveness is the developmentfopen,
flexible and cohesive society and strengthening pettiveness of the CR economy through
partner cooperation, resulting in improving qualitygd modernisation of the educational system in
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the complex framework of life-long learning, and improvement of conditions in the area of
research and development. This OP is conceivedwdahjective.

The Managing Authority of the OP EC is theMoEYS. An involvement of other partners is
anticipated during implementation.

Projects within OP EC in the area of research aedetopment which will be a follow-up to
capacity building will be assessed during the sibecprocess from the view point of meeting the
objectives of the related project within OP R&DI.

Multiobjectiveness— OP EC is a multi-objective operational programmbe multiobjectiveness is
connected to activities of systemic, respectivelgtional character and the implementation of these
activities should influence the whole territory die CR. These system activities with national
impact are connected to the priority axis Systeramrework of Life-long Learning, which includes
system projects at the national level, going acrdss initial, tertiary and further education.
Multiobjectiveness covers also the priority axischaical Assistance. Managing Authority of OP
EC will ensure through the coordinating mechanissth&€SF programmes (explained in detail in
section 11 of NSRF) that resources allocated fomv&wgence Objective will not be used for
financing of interventions in the territory of thRegional Competitiveness and Employment
Objective. At the same time, the Managing AuthotfyOP EC in cooperation with the MA of OP
PA guarantees that the OP EC activities will notduplicated by the OP PA activitiese. the same
type of activities will not be implemented for tteame target group. The Managing Authority will
also ensure a sufficient financial allocation fatizities of systemic/national character.

Table 12 Indicative Priority Axes of the OP Eduaatifor Competitiveness

OP Priority Axis

Priority Axis 1 - Initial education

Priority Axis 2 - Tertiary Education, Research and Development

Priority Axis 3 - Further Education

Priority Axis 4 a - System Framework of Life-long Learning (Convergence)
Priority Axis 4 b — System Framework of Life-long Learning (RCE)

Priority Axis 5 a — Technical Assistance (Convergence)

Priority Axis 5 b - Technical Assistance (RCE)

8.5. Operational Programme Environment

The global objective of the OP Environment is protecting and improvitige quality of the
environment as one of the basic principles of smnsfale development. The high-quality
environment is the basis for healthy population a@nohcreases attractiveness of the territory for
life, work and investment. The result of investmeattractiveness is not only an increase in
employment, but primarily an increase in compegtsustainable economic growth in the regions.

The Managing Authority of the OP E is théVioE.

Table 13Indicative Priority Axes of the OP Environment
OP Priority Axes
Priority Axis 1 — Improvement of water management infrastructure and reduction of floods risk
Priority Axis 2 - Improvement of air quality and reduction of emissions
Priority Axis 3 — Sustainable use of energy resources
Priority Axis 4 — Improvement of waste management and removal of old environmental burdens
Priority Axis 5 — Limitation of industrial pollution and environmental risks
Priority Axis 6 — Improvement of state of nature and landscape

Priority Axis 7 — Development of infrastructure for environmental education, consultancy and
awareness
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Priority Axis 8 — Technical assistance

8.6. Operational Programme Transport

The global objective of the OP Transport is making transport more accessiblill be executed

in the following modes of transport: rail, road (@tate ownership, i.e. motorways and main roads —
expressways and other main roads), inland waterwanyslti-modal and by investment to
environment-friendly urban transport.

The Managing Authority of the OP T is thevioT.

Table 14 Indicative Priority Axes of the OP Transpo
OP Priority Axes
Priority Axis 1 — Modernisation of the TEN-T rail network
Priority Axis 2 — Construction and modernisation of the TEN-T motorway and road network
Priority Axis 3 — Modernisation of the rail network except for the TEN-T network
Priority Axis 4 — Modernisation of class I roads except for the TEN-T network

Priority Axis 5 - Modernisation and development of the Prague metro and road transport
management systems in the Capital City of Prague

Priority Axis 6 — Support of multimodal freight transport and development of inland waterways
Priority Axis 7 — Technical assistance

8.7. Integrated Operational Programme

The global objective of the Integrated Operational Programme is modetios and streamlining
of activities and processes in the area of pubtimaistration, public services and management of
territorial development by means of modernising tiehnical background, as a prerequisite for the
development of modern civil society and increasethpetitiveness of regions and the CR as a
whole. IOP integrates several thematic areas witlhramon base, which is strengthening of smart
administration and public services primarily thrduglevelopment of information and social
infrastructure. 10P is a multi-objective operatibrrzogramme, specific priority axes shall be
complemented by Regional Competitiveness and Enmpéoyt Objective resources so that the
activities within the axis are eligible on the wiedierritory of the CR, including the Capital City o
Prague.

The Managing Authority of thelOP is theMRD.

Multiobjectiveness — IOP is a multi-objective operational programnidie multiobjectiveness is
connected to activities of systemic, respectivedyional character and the implementation of these
activities should influence the whole territory thfe CR, i.e. including the Capital City of Prague.
Activities of the systemic character with nationalpact are component of activities aimed at the
modernisation of the public administration via thge of ICT, aimed at the support of tourism and
finally these activities are also part of the Temdah Assistance.

The Managing Authority of IOP will ensure in appiiag projects to be cofinanced that resources
allocated for Convergence Objective will not be dier financing of interventions in the territory
of the Regional Competitiveness and Employment Cibje. At the same time, the Managing
Authority of IOP in cooperation with the MAs of R@Rjuarantees that the 0P activities will not
be duplicated by the ROP activitidse. the same type of activities will not be implemented the
same target group.
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Table 15 Indicative Priority Axes of the Integrat&perational Programme
OP Priority Axes
Priority Axis 1a - Smart administration (Convergence)
Priority Axis 1b - Smart administration (RCE)
Priority Axis 2 — ICT in local public administration (Convergence)
Priority Axis 3 - Increased quality and accessibility of public services
Priority Axis 4a - National support for tourism (Convergence)
Priority Axis 4b - National support for tourism (RCE)
Priority Axis 5 - National support for territorial development (Convergence)
Priority Axis 6a - Technical assistance (Convergence)
Priority Axis 6b - Technical assistance (RCE)

8.8. Regional Operational Programmes

The global objectiveof theregional operational programmes is aimed at bogstievelopment of
the CR regions, at increase of their competitivenasd attractiveness for investment, and at
enhancing the quality of life of the population, iéh respecting balanced and sustainable
development of the regions following from utilisai of their potential.

The Managing Authorities are Regional Councilsiueg individual cohesion regions.

Table 16 Operational programmes of cohesion regions

oP Regions Seat of the managing
authority

Southwest Plzert and South Bohemian Ceské Budéjovice

Southeast Vysodina and South Moravian Brno

Central Moravia Olomouc and Zlin Olomouc

Northwest Usti and Karlovy Vary Usti nad Labem

Northeast Liberec, Hradec Kralové and Pardubice Hradec Kralové

Moravia-Silesia Moravian-Silesian Ostrava

Central Bohemia Central Bohemia Praha

Table 17Indicative Priority Axes of ROPs
ROPs Priority Axes of ROPs
ROP NUTS II Southwest Priority Axis 1 — Accessibility of centres
Priority Axis 2 — Stabilisation and development of towns and
municipalities
Priority Axis 3 - Development of tourism
Priority Axis 4 — Technical assistance

Priority Axis 1 — Accessibility of transport
ROP NUTS II South t
outheas Priority Axis 2 — Development of sustainable tourism

Priority Axis 3 — Sustainable development of towns and rural
settlements
Priority Axis 4 — Technical assistance

Priority Axis 1 — Transport

ROP NUTS II Central

entra Priority Axis 2 - Integrated development and renewal of the
. region

Moravia

Priority Axis 3 — Tourism
Priority Axis 4 — Technical assistance

ROP NUTS II Northwest Pr!ority Ax!s 1 - Urban regeneration and development
Priority Axis 2 - Integrated support of local development
Priority Axis 3 — Transport accessibility and services
Priority Axis 4 — Sustainable development of tourism
Priority Axis 5 — Technical assistance

D) DR T D e ot Priority Axis 1 - Development of transport infrastructure
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Priority Axis 2 — Development of urban and rural areas
Priority Axis 3 — Tourism
Priority Axis 4 — Development of business environment
Priority Axis 5 - Technical assistance
. Priority Axis 1 - Regional infrastructure and accessibility
ROP NUTS II Moravia Priority Axis 2 — Support for the prosperity of the region
Priority Axis 3 - Urban development
Priority Axis 4 — Rural development
Priority Axis 5 — Technical assistance
ROP NUTS II Central Bohemia  "/Ofity Axis 1 - Transport
Priority Axis 2 — Tourism
Priority Axis 3 - Integrated territorial development
Priority Axis 4 - Technical assistance

Silesia

8.9. Operational Programme Technical Assistance

The Operational Programme Technical Assistancentenided to ensure activities supporting
effective management, control, monitoring and estibn of implementation of the NSRF, which
covers the activities of economic policy and soaahesion policy in the CR, and for activities
connected with the use of resources from the SF@Rdwhich require a unified approach at the
national level.

The financial allocation of OP TA is determined poovide coordination and management of the
NSRF, including its horizontal themes. The NSRF lementation as described in chapter 11 will
be ensured through the OP TA. The priorities of DR are: management of NSRF; monitoring of
NSRF on all levels (project — priority axis — pr@nme); administrative capacity of the
implementation structure of NSRF and OP, namely N@A; education of the employees within
the implementation structure (NCA, AA, MA and theiB), incl. education of public sector
employees involved in the OP implementation, publiand awareness of the public on the level of
NSRF, and financing common activities of MAs basgtthe Communication Plan.

This OP is conceived as multi-objective.

The OP TA activities will also be supported by ttechnical assistance of other OPs under the
coordination of the NCA.

The Managing Authority of the OP TA is the NCA — MRD. The MoF will be alsavolved in
implementation.

Table 18 Indicative Priority Axes of the OP Techaliéssistance
OP Priority Axis
Priority Axis 1a — Management of NSRF (Convergence)

Priority Axis 1b — Management of NSRF (RCE)

Priority Axis 2a — Monitoring of NSRF (Convergence)
Priority Axis 2b — Monitoring of NSRF (RCE)

Priority Axis 3a - Administrative Capacity (Convergence)
Priority Axis 3b — Administrative Capacity (RCE)

Priority Axis 4a — Publicity and Awareness (Convergence)

Priority Axis 4b — Publicity and Awareness (RCE)
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Regional Competitiveness and Employment Objective

Part of the allocation of Regional Competitivenessd Employment objective will be used by
means of the OP HRE, OP EC, IOP and OP TA for thgpmort of nationwide systems
interventions. The volume of resources transferniedased on simple transparent methods of
calculatiorf® which reflects the administrative and social-eamio situation in the CR and also
makes provisions for the logic of anticipated irtentions.

8.10. Operational Programme Prague — Competitivenes

For the Regional Competitiveness and Employmenectbje of the NUTS Il region, the Capital
City of Prague (financed from ERDF).

The global objective of the OP Prague — Competitiveness is to increthgecompetitiveness of
Prague as a dynamic metropolis of an EU MembereSthy means of eliminating development
barriers and weaknesses of the region, enhancirgitguof urban environment, improving
accessibility of transport and telecommunicationvex®s and evolving the innovative potential of
the city.

The Managing Authority of this operational programme is tapital City of Prague.

Table 19 Indicative Priority Axes of the OP Pragu€ompetitiveness
OP Priority Axes
Priority Axis 1 — Accessibility and the environment
Priority Axis 2 — Innovations and enterprise
Priority Axis 3 — Technical assistance

8.11. Operational Programme Prague — Adaptability

The global objective OP Prague — Adaptability aims to raise Prague's competitiveness by
promoting the adaptability and efficiency of its rhan resources and by improving access to
employment for all. Fulfilling this objective conhutes to strengthening the sustainable social-
economic development of the region and increadigimportance of the Capital City of Prague in
the central European region in comparison with¢hpitals of other Member States.

The Managing Authority of this operational programme is tiapital City of Prague.

Table 20 Indicative Priority Axes of the OP Pragué\daptability
OP Priority Axes
Priority Axis 1 — Support for the development of knowledge economy
Priority Axis 2 — Support to the entry to the labour market
Priority Axis 3 — Modernisation of initial education
Priority Axis 4 — Technical assistance

European Territorial Co-operation Objective

Cross-border co-operation

Within the European Territorial Co-operation objeet five bilateral OPs of Cross-border Co-
operation will be implemented in the programmingipd of 2007 - 2013, namelyhe Czech-
Bavarian, the Czech-Saxon, the Czech-Austrian, theCzech-Slovak and the Czech-Polish
programme.

%9The calculation of the financial allocation is iretils described in the relevant operational pragres, i.e. the OP
HRE , OP EC and IOP.
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8.12. Operational Programme Czech Republic - the Idependent State of Bavaria 2007 - 2013

The global objective of the OP is further development of the Czech-B&asarborder area as a
common and perspective living, natural and econoan&a, strengthening competitiveness of the
Czech-Bavarian border area and improving sustalityabf living conditions for its inhabitants.

The Managing Authority of the Czech-Bavarian opimaél programme is the Bavarian State
Ministry of Economy, Infrastructure, Transport afi@chnology.The national co-ordinator co-
ordinating activities of the OP, ihe MRD.

Table 21Indicative Priority axes of the OP Cross-Border @peration CR - Bavaria
OP Priority Axes
Priority Axis 1 — Economic development, human resources and cooperation networks
Priority Axis 2 — Development of the area and of the environment

8.13. Operational Programme the Independent State foSaxony - the Czech Republic 2007 -
2013

The global objective of the OP is implementation of cross-border ecormgnsocial and
environmental activities through joint strategiegpporting sustainable territorial development

The Managing Authority of the Czech-Saxon operagigorogramme is the Saxon State Ministry of
Economy and Labouilhe national co-ordinator co-ordinating activities of the OP the MRD.

Table 22 Indicative Priority Axes of the OP Crosgrder Co-operation Saxony-Czech Republic
OP Priority Axes
Priority Axis 1 — Development of social framework condition in the eligible area
Priority Axis 2 — Development of economy and tourism
Priority Axis 3 — Improvement of situation of nature and environment
Priority Axis 4 — Technical assistance

8.14. Operational Programme Austria — the Czech Repblic 2007 - 2013

The global objective of the OP is to increase and intensify the co-@pen in this cross-border
region and the support of sustainable economic ¢indwy means of removal of existing barriers and
enhancement of the whole development potentiahefterritory.

The Managing Authority of the Czech-Austrian opé&atal programme is the Office of the
Government of Lower Austrialhe national co-ordinator co-ordinating activities of the OP the
MRD.

Table 23 Indicative Priority Axes of the OP Crossrbder Co-operation Austria-CR
OP Priority Axes
Priority Axis 1 — Social economic development, tourism and know-how transfer
Priority Axis 2 — Regional accessibility and sustainable development
Priority Axis 3 — Technical assistance

8.15. Operational Programme the Slovak Republic -he Czech Republic 2007 - 2013

The global objectiveof the OP is growth of cohesion and convergencéhefcross-border region;
creation of a functional network of co-operatingtlaarities aiming at supporting sustainable,
integrated economic, environmental, social and uralt development of the border region by
improving accessibility, development of ICT useytism, preservation and development of cultural
traditions.
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The Managing Authority of the Czech-Slovak operatb programme is the Ministry of
Construction and Regional Development of the Slo®apublic. The national co-ordinator co-
ordinating activities of the operational programm¢he MRD.

Table 24 Indicative Priority Axes of the OP Crossrtier Co-operation Slovakia-CR
OP Priority Axes

Priority Axis 1 — Support of social, cultural and economic development and cooperation in the cross
border region

Priority Axis 2 — Development of the cross-border region accessibility and environment
Priority Axis 3 — Technical support

8.16. Operational Programme the Czech Republic - Hand 2007 - 2013

The global objective of the OP is support of the social-economic develept of the territory of
the Czech-Polish border area, through strengthemsmgompetitiveness and cohesion, and in
promoting partner cooperation of its inhabitants.

The Managing Authority of the operational programmetise MRD.

Table 25 Indicative Priority Axes of the OP Crossrber Co-operation CR-Poland
OP Priority Axes
Priority Axis 1 — Strengthening of accessibility, environmental protection and risk prevention
Priority Axis 2 — Support of development of business environment and tourism
Priority Axis 3 — Supporting of local communities cooperation
Priority Axis 4 — Technical assistance

Multi-national co-operation
8.17. Operational Programme Trans-national Co-operéon

In co-operation with Austria, Poland, Germany (parungary, Slovenia, Slovakia, Italy (part) and
out of non-EU member states also in co-operatiothwhe Ukraine, the CR will participate in the
next generation of international programmes of ¢raational co-operation in the Central European
area.

The global objective of the programme is to improve the competitivenesentral Europe by
creating and strengthening the existing measurek sructures in the area of innovation and
accessibility, and also on improving social and iemwvmental sustainability thanks to improved
quality of the environment and the development tirfaective towns in Central Europe.

The Managing Authority for trans-national co-opévat will be located outside of the CRhe
national co-ordinator of trans-national co-operation in the CRiie MRD.

Inter-regional co-operation
8.18. Operational Programme Interregional Co-operaion

The CR will participate in the next generation oterregional programmes, including ESPON I,
INTERACT Il and Interreg IV C programmes.

The global objective of the programme is to improve the efficiency otthegional development

policy in the fields of innovation, knowledge-basedonomy, the environment and protection
against risks by inter-regional co-operation. Ihcentrates on co-operation in the area of innovatio
and knowledge-based economy with a focus on rediocapacities for research and technology
development, on supporting SMEs, supporting devalept of trade and innovative initiatives and
the promotion of ICT use, on the environment andtpction against risks with a stronger focus on
water management, including coastal areas, wasteagenent, on biodiversity, efficient use of
resources and renewable resources, sustainabléc gudohsport, prevention and management of
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natural and technology risks and natural and caltheritage. The aim is to enable stakeholders at
the regional and local levels from various EU caig to exchange their experience and knowledge
and develop and improve instruments and approachesgional policy.

The Managing Authority for interregional co-opemti will be located outside of the CRhe
national co-ordinator of interregional co-operation in the CRtise MRD.

8.19. Setting of technical interfaces of OPs

Brownfields

The regeneration of brownfields, supposed to bedusspecially for business purposes, will be
supported via the OP EI. (Remark: Future purposehef property should fall into the category
within 15-37 of CZ-NACE - Industrial Classificatiomf Economic Activities or be used as
technological and strategy centres).

The regeneration of other brownfields except of bihewnfields supposed for agricultural purposes
will be supported via the ROPs.

The seriously environmentally contaminated browldfsesites will be handled by means of by the
OP E. Less serious contaminations will be treatedthhe OP El and the ROPs on the basis of the
position statement of the MoE.

Innovations

The division of OP EIl and OP R&DI is factually supgied by different modes in relation to state

aid. OP R&DI, supports the use of R&D results mgim the area of public research institutes and
universities. The support is terminated at the motmehen the R&D results are ready to be

commercialised. Once a business entity is estaddistr a commercial co-operation starts, support
is implemented through the OP ElI.

End - use energy efficiency

OP EI will focus on supporting business entitiestie area of using renewable energy sources, in
the area of energy savings and also supportingrakheat distribution systems; in other cases,
support will be provided through OP E.

Air protection

As far as measures focusing on improvement of aialdgy and reduction of emissions are
concerned, OP EI will focus on indirect measures lfetter end-use energy efficiency, or lower
energy intensiveness; OP E will support direct noeas leading to the reduction of emissions,
respectively aiming at environmental protection.

Life-long learning
OP HRE will only support education in businessed arganisations. In other cases, support will be
provided through OP EC.

Healthcare
ICT in healthcare will only be supported throughRO

Public greens
ROPs will deal with the issue of public greeneryurban and rural areas. Other environmental
aspects will be tackled by OP E.
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Table26 Relations of NSRF priorities to priority axestbe Operational Programmes

Relations of NSRF priorities to priority axes of the Operational Programmes

STRATEGIC
OBJECTIVE NSRF PRIORITY OP PRIORITY AXIS

Competitive business OP Enterprise and Innovations
sector » Establishment of firms
» Development of firms
» Environment for enterprise and innovation
* Business development services
OP HRE
* Adaptability
OP Prague - Adaptability
» Support for development of knowledge

economy
Support of R&D OP Research and Development for Innovations
capacities » Development of R&D capacities

» Development of capacities for cooperation of
the public and private sector in research and
development

» Strengthening of capacities of universities for
tertiary education

OP Enterprise and Innovation

e Innovation

OP Education for Competitiveness

» Tertiary education, research and development

OP PA
» Support for development of knowledge
economy
Development of ROPs
sustainable travel » Development of tourism
and tourism sector I10P

» National support for tourism

Education OP Education for Competitiveness

» Initial education

* Further education

» Tertiary education, research and development

OP Research and Development for Innovations

» Strengthening capacities of universities for
tertiary education

OP Prague - Adaptability

» Modernisation of initial education

OP HRE

» PO Adaptability

ROPs (support of physical infrastructure in regional

education)
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Protection and OP Environment

improvement of the « Improvement of water management

quality of infrastructure and reduction of floods risk

environment « Improvement of air quality and reduction of
emissions

» Sustainable use of energy sources

« Improvement of waste management and
removal of old environmental burdens

» Limitation of industrial pollution and
environmental risks

« Improvement of state of nature and landscape

» Development of infrastructure for
environmental education, consultancy and
awareness

OP Enterprise and Innovation

» Effective energy

Improving OP Transport
accessibility to * Modernisation of the TEN-T railway network
transport e Construction and modernisation of the TEN-T

motorway and road network

* Modernisation of the railway network outside
TEN-T

* Modernisation of the primary roads outside
TEN-T

e Support of multimodal freight transport and
development of inland waterways

Balanced development of territory

Balanced regional ROPs
development * (Integrated support for local development)
e Transport, Transport infrastructure, Transport
accessibility, availability of transport
* Public transport (replacement of vehicles)

I0P

» National support for territorial development
Development of ROPs
urban areas IOP

* National support for territorial development
Development of rural ROPs

areas IOP
* National support for territorial development
Regional OP Transport
competitiveness and * Modernisation and development of Prague
employment - the metro (underground) and road traffic
Capital City of Prague management systems in the Capital City of
Prague

OP Prague - Competitiveness

» Availability of the environment

» Innovations and enterprise

OP Prague - Adaptability

» Support for the development of knowledge
economy

* Support to the entry to the labour market

* Modernisation of the initial education
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Table 27 Indicative year allocations by funds anmdgrammes (EUR, current prices)

Financial table NSRF — indicative annual allocationby funds and programmes (EUR, current prices)

Operational
Programme Total
ERDF and CF
I(?]';O'igtt?(:ﬁ“se and ERDF 3041312546 | 377345254| 395006354 | 414548594 | 434062564 | 453585440| 473037352| 492826988
OP Research and
Development for ERDF 2070680884 | 256915918 | 269553263 | 282245851| 295531959| 308824129 322067985| 335541779
Innovations
4917867098 | 610175305| 640188999| 670333897 | 701888402| 733457306| 764911464 796911725
OP Environment ERDF 702 482 212 86 205 245 90 804 359 95419735| 100257642 | 105002757| 109904133| 114798341
CF 4215384886 | 523970060 549384640| 574914162| 601630760 628364549 655007331| 682113384
5774081203 | 716408494 | 751647653 | 787040861 824089002 861154228 898084641| 935656 234
OP Transport ERDF 1170443650 | 144178837| 151662639 159174961 | 167045895| 174914962| 182748693 | 190717 663
CF 4603637553 | 572229657 | 599985014 | 627865900| 657043197 | 686239266| 715335948| 744938571
:;‘:gg:::ﬁrigperaﬂona' ERDF 1553010664 | 192686939| 202164946| 211684389| 221648970| 231618096| 241550989 251 656 335
Sff;?;ﬁ'n?e%eraﬂona' 4659031986 | 578060815| 606494841| 635053166| 664946907 | 694854290 | 724652965| 754 969 002
Central Bohemia ERDF | 559 083 839 69 367 298 72779 381 76 206 380 79 793 628 83 382 515 86 958 356 90 596 281
Southwest ERDF| 619651254 76 882 089 80 663 814 84 462 070 88 437 939 92 415 621 96378844 | 100410 877
Northwest ERDF| 745911021 92547 536 97009824 | 101672012| 106458000| 111246172 116016940| 120870537
Southeast ERDF| 704445 636 87 402 795 91 702 020 96020039 | 100539972 105061969| 109567528 | 114151313
Northeast ERDF| 656 457 606 81 448 769 85 455 123 89 478 991 93 691 019 97904969 | 102103603 | 106375132
Moravia-Silesia ERDF| 716093217 88 847 947 93218 257 97607672 | 102202340 106799104| 111379161| 116038736
Central Moravia ERDF | 657389413 81564 381 85 576 422 89 606 002 93 824 009 98043940 | 102248533 | 106526 126
OP Technical Assistance | ERDF 243 835 110 30 253 392 31741516 33236 144 34 800 663 36 365 896 37 925 439 39 512 060
ESF
gﬁ;g;“rﬁ:ni*esoumes and | gqp 1811845772 | 224801428| 235850105| 246965120| 258500464 270221113| 281809486| 293599 056
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OP Education for
Competitiveness

ESF

1811845772

224 801 428

235 859 105

246 965 120

258 590 464

270221113

281 809 486

293 599 056

of which: Regional convergence 17064 488596 | 2115249256 | 2220046128 | 2325293080 | 2435475528 | 2545697796 | 2655506528 | 2767 220 280
Total ERDF | 13440797052 | 1665646400 | 1748327918 1831362840| 1918294600 | 2005255570 | 2091887556 | 2180022168

Total ESF| 3623691544 449 602 856 471718 210 493 930 240 517 180 928 540 442 226 563 618 972 587198 112

Cohesion Fund 8819022439 | 1096199717 | 1149369654 | 1202780062 | 1258673957 1314603815| 1370343279 | 1427051955

ERDF

OP Prague

U ERDF 234 936 005 31 601 702 32233735 32878 410 33535 979 34 206 698 34890 832 35 588 649
Competitiveness
'F)r‘rtc)eggr?rfrﬂgperat'ona' ERDF 29 379 498 3951 894 4030931 4111551 4193781 4277 657 4363210 4 450 474
OP Technical Assistance | ERDF 3948 062 531 062 541 683 552 516 563 567 574 837 586 335 598 062

ESF

OP Prague Adaptability ESF 108 385 242 14579 111 14 870 693 15 168 107 15 471 469 15 780 898 16 096 517 16 418 447
OP Human Resources and | oo 25 575 633 3440228 3509 033 3579214 3650798 3723814 3798 290 3874256
Employment
OP Education for ESF 16 869 009 2 269 083 2 314 466 2 360 754 2 407 969 2 456 130 2505 251 2 555 356
Competitiveness

Total ERDF 268 263 565 36 084 658 36 806 349 37542 477 38 293 327 39 059 192 39 840 377 40637 185
Total ESF 150 829 884 20288 422 20694 192 21108 075 21530 236 21960 842 22 400 058 22 848 059

EAFRD and EFF commitments Community Contribution
EAFRD 2 815506 354 396 623 321 392 638 892 388 036 387 400932 774 406 640 636 412 672 094 417 962 250
EFF 27 106 675 3360014 3526 490 3693 682 3868 715 4043811 4218 249 4395714

Source: MoF
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9. FOCUS OF THE ECONOMIC AND SOCIAL COHESION POLICY AND
ITS LINK TO THE RURAL DEVELOPMENT AND FISHERIES POL ICY

In compliance with the provisions of the appropeia¢gulations, a definition must be made between
economic and social cohesion funding and intererdifunded from the European Agricultural
Fund for Rural Development (EAFRD) and the Europé&asheries Fund (EFF), so as to achieve
synergy effects, prevent overlapping and eliminateovered areas.

9.1 Rural Development Policy

The overall amount of funds that will be allocatélorough the EAFRD — Rural Development
Programme - is CZK 10.5 billion annually (in toted. CZK 73 billion). Allocation for the 8 axis,
which is aimed directly at rural development, acetsufor almost 17% of these funds. The
allocation for the LEADER programme, amounts to Cas billion, and must be added to this
sum.

The Convergence Objective

When developing the strategies of the economic aedial cohesion policy and the rural
development policy, the following areas of potehtigerlaps were defined:

9.1.1 Development of enterprise in three dimensions

» strengthening competitiveness of the food-processidustry,
* biomass processing and renewable energy sources
» development of SMEs in rural areas — services,tsraicro-enterprises.

With respect to the food-processing industry, Anrdeto the EC Treaty will be followed. The
agricultural, so-called "Annex I" items will be spprted from the level of the Rural Development
Programme, the so-called "non-Annex I" items threwghesion policy interventions - the OP EI —
the MIT. The Rural Development Programme will sugpoatural persons and legal entities
engaged in agricultural production under the ActAgriculture. Through the OP EI, the MIT will
support business entities other than those defineder the Act on Agriculture and also
municipalities (or groups or associations of mupddities).

In the area of business support for activities assted with the establishment and development of
the smallest existing non-agricultural enterprisesicro-enterprises, including new trade licenses
in fields of production, processing and servicegamlless of the sector, particularly in the area of
crafts and services, with the aim of creating ja@ysl developing a diverse economic structures of
non-agricultural activities in rural areas, the Riubevelopment Programme will provide assistance
for municipalities of up to 2,000 inhabitants.

9.1.2Renewable energy sources

The Rural Development Programme will support invesnts associated with biomass processing
by agricultural entrepreneurs. In other cases,st&asce will be provided through the cohesion

policy.

9.1.3Brownfields

The Economic and Cohesion policy will not deal witte regeneration of the brownfields supposed
for the future agricultural use within the areasagjriculture and manufacturing industry listed in
the Annex | to the EC Treaty.
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9.1.4Local roads and technical infrastructure

The Rural Development Programme will focus on tlyport of projects up to CZK 5 million in
municipalities of up to 500 inhabitants. In otheases, the support will be provided through the
cohesion policy.

9.1.5 Other activities associated with the development ofural municipalities including the
public facilities and services

* revitalisation, reconstruction, modernisation andsthetic improvements of rural
settlements, municipal buildings, built-up areasplc space and village greenery and
other important aspects of rural heritage,

» basic public facilities in rural areas (educatigriealth and social) and services,

» development of special interest activities and asdmns,

» useof ICT.

The Rural Development Programme will focus on thport for projects in municipalities of up to
500 inhabitants. In other cases, the support vélpioovided though the cohesion policy.
» Development of partnerships and cooperation, cimitiatives, share of inhabitants in
strategies of municipal and micro-regional develemt local decision-making and
democracy- Leader local action groups — in terréemwith 10,000 — 100,000 inhabitants.

The development of other partnerships may be siuppdyy the cohesion policy.

9.1.6Development of cultural heritage in rural areas

» Studies, projects and programmes for identificatod evaluation of cultural heritage,
including cultural heritage areas,

» revitalisation, reconstruction, modernisation aedtaetic improvements to rural
monuments,

* maintaining and developing the identity of rurakas,

» development of ethnographic features and traditions

» development of cultural association activities.

The Rural Development Programme will focus on themort of projects in municipalities with up
to 500 inhabitants. In other cases, the suppoitvalprovided through the cohesion policy.

9.1.7Development of tourism

The Rural Development Programme will focus on tlheport for agricultural entrepreneurs and
also start-up enterprises in tourism in municipa$itof up to 2,000 inhabitants. Through the ROPs,
entrepreneurs engaged in the travel and tourisnos@apable of proving a two-year accounting
history and entrepreneurs in municipalities witkeo2,000 inhabitants, will be supported.

9.1.8 Water management infrastructure, waste water treatrment plants in settlements under
2,000 population equivalents (PE)

The Rural Development Programme will support wastater treatment plants and sewerage
systems in settlements under 2,000 PE will be feeh The OP E will finance waste water
treatment plants and sewage systems in agglomestwer 2,000 PE and in specially protected
territories under the Act No. 114/1992 Coll., ontum@ and landscape protection, including the
Natura 2000 and Novomlynskeé reservoirs.
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9.1.9 Water management measures in the landscape

Under the Rural Development Programme, only langdsaaprojects will be financed (e.g. in the
case of dry polders) where Land Offices are bernafies. In other cases, the support will be
provided through the cohesion policy — the OP E.

9.1.10 Forest management

The Rural Development Programme defines the estitjigerating in forests owned by both natural
persons and municipalities as its beneficiaries, Ministry of the Environment will support other
beneficiaries — legal entities that were entrugtethanage the state-owned forests.

9.1.11 Human resources

The Rural Development Programme will support consgl activities and dissemination of

information for agricultural entities and entitida the forest management within the scope
of EAFRD and for other subjects in the rural arebgormation helping with the development of

business activities will also be disseminated. Alher trainings, education and research in
the agricultural sphere, forestry and rural devetent will be supported by the cohesion policy.

The Regional competitiveness and employment otagecti

Only the region of the Capital City of Prague isg#hle to draw funds from the above objective of
the cohesion policy. There will be no overlaps beén the support provided through the economic
and social cohesion policy and the agriculturalippfor rural development due to the urban nature
of the territory.

The European territorial cooperation objective

The support provided through this objective focusashe implementation of joint projects in the
cross-border, inter-regional and supra-nationalext) which requires to prove impacts of support
also in the territory outside of the CR. Due to tiaet that interventions of the Rural Development
Programme do not contain this dimension, there @aoeactual overlaps between the support
provided by both policies.

Furthermore, in contrast with the Rural Developmddtogramme, those activities whose
beneficiaries will be agriculturalists, are not ggito be supported, no funding will be provided for
training agriculturalists, individuals employed agriculture and forestry or groups of producers,
and the projects will not be available for the mausation of agricultural farms, agricultural
activities, buildings, etc.

9.2 Activities of the European Fisheries Fund
The EFF will provide support in the area of aquauaté and measures in common interest.

9.2.1Productive Investment in Aquaculture

In the case of fish rearing ponds, the support w#él provided through the EFF according to the
Article 29 of the EFF Regulation. In other casesg(eflood control) the interventions will be
implemented through the cohesion policy — the OP E.

9.2.2Fish migration routes

The support in the area of securing migration reuie migratory fish will be provided from the
resources of the EFF with respect to the Articlef@8. 2 (fish migration routes). According to par.
3 of the same Article, the CR shall for that purpogppoint authorised beneficiaries in the OP

96



NSRF Czech Republic 2007 - 2013 — June 2007

Fisheries 2007 — 2013. Other beneficiaries thars¢hetated above will draw the funding for
interventions in this area from the OP E.

9.2.3Spawning place for fish

Support for the sphere of spawning places for fist be granted from the EFF up to the amount of
1 million CZK of eligible expenditure per operatioithe interventions will be implemented in
accordance with the Article 38, par. 2 (spawninggrds). With respect to par. 3 of the same
Article, the CR shall for that purpose appoint autised beneficiaries in the OP Fisheries 2007 —
2013. The MA will ensure mutual informedness and wboperate when deciding about the use of
funding so as to avoid the risk of double financi@her interventions in this sphere will be funded
from the OP E.

9.3. Co-ordination and co-operation of Managing Auhorities

Co-ordination and co-operation between the Manadwthorities of the Rural Development
Programme, the EFBnd operational programmes of cohesion policy w#l secured by a
working group at a regional level (composed of esg@ntatives of the regional workplace of the
State agricultural intervention fund, the MoA, tMRD and regional council of respective ROP
— to supervise over overlapping).

Co-ordination and co-operation between the Manadiathorities of the Rural Development
Programme, EFFand operational programmes of cohesion policy wi# secured by a
departmental co-ordination group of the MRD at tbentral level. This group will make
available a database of all projects in individpedgrammes to all Managing Authorities.
Co-ordination and co-operation of the Managing Autties of national operational
programmes of the ESF will be secured, that is@® HRE and the OP EC, especially in the
sphere of education or possibly retraining of wogke
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10. MACROECONOMIC MODEL

The impact of the use of the SF and the CF on tiei€the period 2007 — 2013 can be subdivided
into two — subsequent — periods; the first onehs tmpact in the course of the implementation
period, the second one then the stage when the amesim arising from the support for the
economy’s supply side is already exclusively op@eiat

In the course of the seven-year implementation quei2007 — 2013), the impact on the Czech
economy may be explained, basically, by two indejet components:

* dominant component on the economy’s demand sidégtwis in particular influenced by
expenditure of the Structural Funds allocated tdbljmu and accompanying private
investment;

* dominant component on the economy’s supply sideaotp that arise due to the gradual
build-up of "stocks" of infrastructure, human caitand R&D, and the beneficial
spillovers that will be generated both during arictathe NSRF.

Should the impact analysis (assessment) of the NfeREhe period 2007 — 2013 be limited (i.e. to
the implementation period), it would be very difiik to identify those two separate effects on the
basis of a simple observation of the current ecomrodevelopment. The performance of the CR’s
economy was influenced by a number of factors & outside the scope of the NSRF and this
impact will continue even in the future (throughetiSingle Internal Market, foreign direct
investments, performance of key trade partner$ief@R, etc.).

A comprehensive analysis of the impacts of the obf social and economic cohesion is based on
mutual integration of those two separate proceskesrder to identify the separate supply-side
impacts, we have to simulate the model out beydredytear 2015. Model simulations are completed
in 2020, i.e. five years after the completion o€tNSRF. The analysis based on this model shows
that even though implementation impacts are extenshey will completely vanish after 2013. The
supply-side impacts, although more modest, endorefany years, due to the spillover benefits of
the improved stocks of physical infrastructure, lamecapital and R&D.

The CR HCZ5 HERMIN model will enable to identify enquantify those separate chains of
demand and supply causalities. This model was pezpen the framework of the evaluation project
and published in Report 2 by John Bradley, Vitezdfasa, Gerhard Untiedt, David Vavra (Analysis
of the impacts of the Czech National Strategic Refee Framework based on the new Czech
HERMIN model, Muenster, 12 November 2006). The orggof the HERMIN model lie in the
complex multi-sectoral HERMIN model that was devyed by the European Commission.

The results of impacts of the NSRF are reportederms of the aggregate GDP, the aggregate
(cumulative) employment rate and the aggregate yebdty. In the case of impacts on the
aggregate GDP, a very clear distinction must bewirbetween impacts of the NSRF on the rate of
the aggregate growth (which are temporary) and ictgpan the GDP level (which are more
permanent).

With respect to the impact of the NSRF on the ratgrowth of the aggregate GDP, the point most
worthy of attention is that the NSRF is likely t@ase a steep rise in the rate of growth already in
2007, the first year of implementation. In 2007¢ettwith-NSRF" growth rate is 4.7%, while the

baseline scenario "without-NSRF" growth rate is%,3.e., an increment if 0.4 percentage points
due to the NSRF. After the year 2007, there ardhieir significant increases to the growth rate,
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relative to the "without-NSRF" baseline. The otimettable feature is the large negative shock to the
growth rate (relative to the baseline "without-NSBfewth rate) experienced in the year 2016 (by
minus 2.2 percentage points), due to the assumetptie cessation of the NSRF funding after 31
December, 2015. After the year 2015, the "with-NSRiad "without-NSRF" growth rates are
almost identical.

Nevertheless, the identity of scenarios is basedhensimplified model fact that after 2013 there
will be no more financing from the EU Funds. In &g however, it is necessary to respect and
assume:

(a) the period which arises from the application of thet+ 2 principle in the course of which
the drawdown of resources from the previous penadstill continue;

(b) the fact that even after 2013 the EU’s Structunadl &ohesion Policy will continue in some
form or another (for the time being its amount cahbe specified).

Consequently, in reality, the model assumption deap decline in the GDP growth in 2014 will be
highly mitigated and minimized.

It is also possible to define the impact of the NSRnplementation on the level of GDP. Here is
assumed the gradual rise in the level of GDP frdra tnitial year 2007 (a rise of 0.4 per cent,
relative to the "without-NSRF" baseline level). Thafter, there is a gradual build-up in the
increase level until the termination of the NSRRI year 2015, by which point the level of GDP
is 4.6 per cent higher than the "without-NSRF" ca&éer the NSRF funding ends in December
2015, there is a downward adjustment in the le¥gbDP, and by the year 2020 the level of GDP is
still 1.6 per cent higher than the "without-NSRFRse.

The impact of the NSRF on the labour market is llyu@ported as the net increase in employment
levels. The initial effect is to increase total elayment by about 20,000 jobs. This builds up to

180,000 jobs by the year 2015, and in 2016 thereaisharp downward adjustment in the

employment gain (from 180,000 to 56,000), as theRRSunding ceases and there are direct and
indirect job lay-offs. By the year 2020, i.e., fixears after the termination of the NSRF, the level

of total employment is higher than in the witholtSRF baseline by 29,000.

One of the most important effects of the NSRF i timpact on labour productivity levels
calculated as the aggregate GDP per capita). Thia crucial measure of how well the NSRF
investment programmes might boost welfare throughbing the productivity and competitiveness
of the economy. The overall picture is one of adyrally increasing level of productivity, measured
relative to the "without-NSRF" baseline. The vemal negative adjustments in the years 2007,
2008 and 2009 are associated with the assumedubig-bp of building and construction activity,
where productivity appears to be declining slightlyer the historical data sample period (1995-
2004).

These impacts assume that the size of the so-cédlitlover” effects of improved infrastructure,
human capital and R&D are in the mid-range of tiifees reported in the international literature. In
the absence of a detailed ex-ante microeconomiduatian of the NSRF, this is a reasonable
assumption to make. If such a microeconomic evabmasuggested that the individual measures in
the NSRF were fine-tuned to optimise the impactdlmeconomy, then higher values of the macro
spillover parameters would be justified, and higheacro impacts would be likely.

99



NSRF Czech Republic 2007 - 2013 — July 2007

11. MANAGEMENT AND COORDINATION OF THE ECONOMIC AND
SOCIAL COHESION POLICY

11.1. Co-ordinating institutions

In line with the General Regulation the CR has defl the following fundamental institutions for
the management and co-ordination of NSRF:

* National Co-ordination Authority

* Monitoring Committee — Management and Co-ordinat@mmittee
» Paying and Certifying Authority — National Fund

e Audit Authority — Central Harmonisation Unit for Rancial Control

The Czech Government approved the Ministry for Regi Development by Resolution No. 198 of
22 February 2006 as th&lational Co-ordination Authority of the NSRF (NCA). This
competence of MRD in this field also stems from tAet No. 248/2000 Coll., on Regional
Development Support. A specific department withirRBl has been appointed to perform the
competence for National Coordinating Authority betNSRF. NCA is responsible for the overall
co-ordination of NSRF and is the official partnerfthe EC on NSRF issues. The competencies of
the NCA of the NSRF are described below.

The role of theMonitoring Committee of NSRF s fulfilled by the Management and Co-ordination
Committee (MCC), established by MRD under Act Nd822000 Coll., on Regional Development
Support. The role of MCC for the 2007 - 2013 progwaing period was determined in detail by the
Government Resolution No. 245 of 2 March 2005.

In order to implement the assistance provided urnkde!SF and CF, the Czech Republic established
a singlePaying and Certifying Authority (PCA), namely the National Fund Department of the
MoF. The Paying and Certifying Authority works ifose cooperation with the NCA.

The Audit Authority (AA) is set up in line with Article 59 of the Gemal Regulation. The MoF —
the department of Central Harmonisation Unit fom&ncial Control - has been appointed to
perform the competence of AA for SF and CF by thevernment Resolution No. 198 of 22
February 2006. The department is functionally inglegeent from Managing Authorities and the
PCA. The Central Harmonisation Unit for Financiabi@rol, within the structure of the MoF, bears
overall responsibility for the performance of thenttion of the management audits and control
system of implementation of SF and CF.

11.2. Co-ordination mechanisms

Co-ordination at CR level

The MRD - NCA overviews the general co-ordinatioinadl aspects of the implementation, together
with the MoF — PCO and AA in the area of methodicanagement of financial flows and financial
control and the MoLSA in the area of ESF issues.

The MCC is the mechanism at the national level idey to ensure the widest co-ordination, which

includes not only authorities involved in implematibn but also social and economic partners. The
details of the composition, scope of competencegaisation and the role of the MCC are stated
in its Statute and the rules of procedure, apprdwethe Government.
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The NCA supports the Monitoring and Co-ordinatiomrmittee in its tasks and provides for
secretarial assistance.

In line with the Statute, the MCC especially:

» discusses and recommends the financial and factoadlifications of the approved
Operational Programmes;

e discusses and approves the proposals and modifiatdf procedures and rules for the
implementation of social and economic cohesion@gli

* approves and submits to the Government measurgspmve the efficient implementation
of the NSRF and OPs;

» discusses and approves the proposals for finaraeidl factual modifications of the NSRF
Commission's Decisioff.

During the programming and implementation of theegtional programmes, the NCA organises
regular meetings of the Heads of Managing Authedt at least each quarter, in order to carry out
the coordination of the programming and implemeaptaof the operational programmes and the
implementation of the corresponding policies, pargming and implementation of the co-financed
actions and other financial instruments. Repredams of other bodies may participate in the
meetings, if need be.

As the coordination among operational programmedsrotoncerns specific sectors like RD&l,
environment, transport, urban issues, rural develmp, the NSRF Coordinating Authority
organizes besides the regular meetings of the Mong Committee of the NSRF, meetings
focused on the four strategic objectives of the WSRor this purpose the following co-ordination
committees have been established under the MCC:

e Competitive Czech Economy

e Open, Flexible and Cohesive Society
* Attractive Environment

» Balanced Territorial Development.

The co-ordination among particular operational pemgmes is implemented by operational
consultations of relevant Managing Authorities amwdMonitoring Committees when necessary.
The details of this cooperation (mechanisms andcedares) are stated in relevant operational
programmes. The NCA organises and supervises tb@dmation and is responsible for its
efficient functioning.

Co-ordination at the level of NUTS Il regions

To ensure the co-ordination and implementation lné £conomic and social cohesion policy,
cohesion regions were set up at the level of NUT.SNlthin these structures, there are Regional
Councils acting as the Managing Authorities of RGIPsl co-ordination elements among particular
regions allied in cohesion regions.

Co-ordination within framework of ESF and with ottieuropean policies

Besides MRD as the central coordinator of suppoothf SF and CF, given the specific nature of
implementation of ESF programmes, the principalocdination role for the assistance from ESF
has been entrusted to MoLSA in conformity with Gowment Resolution No. 159/1998. Given the
scope of activities of MOLSA, a representative b&tManaging Authority of OP HRE will be the

“0 All approving procedures must be in compliancehithe Czech legislation.
“1 As follow-up to current practice of organizing tlESF Advisory Committee.
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member of the ESF Committee. The alternate memh#rbe a representative of the Managing
Authority of OP EC in the next functional period.

The complementarity of interventions in the econorand social cohesion policy and activities
within the EU Common Agricultural Policy financeda the EAFRD and EFF is ensured by co-
operation between the Managing Authorities of ther&® Development Programme and the
European Fisheries Fund with the NCA.

Coordination of OP with contributions of EIB andhar financial instruments

The use of instruments of the European InvestmeatkBike JEREMIE, JASPERS and JESSICA
is being prepared upon an agreement made betweernrdlevant Managing Authorities with
the MRD and the MoF. The CR is negotiating the pblesuse of EIB loans of for ensuring national
co-financing.

Other financial tools of the Community were takerta consideration during the preparation of
operational programmes, e.g. the following toolstFE+ or Community programmes for
competitiveness and innovation or tH& Framework Programme for Research and Development.

11.3. The tasks of the institutions
Role of NCA

The NCA as a central coordinator establishes aasnifframework for the implementation of OPs
by managing authorities. It guides the managindnardties with the purpose of ensuring efficiency
and legality in the management of the operatiorraigpammes. The NSRF coordinating authority
has the following competencies:

» issues instructions and guidelines with respecttite management, evaluation, data
collection and its electronic exchange, the essdistient, activities of monitoring
committees, controls and supervises every activigy falls within the tasks of the managing
authorities of the operational programmes;

* monitors the implementation of the NSRF and therapenal programmes and proposes
systemic measures in cases of low implementatioamssfstance, objective barriers hindering
implementation or upon violation of regulatory ajmtions;

» provides for the compatibility of the NSRF and ORsiplementation with national policies
and the policies and priorities of the EU and foetcompliance of the interventions with
national and community law, in particular with re&gp to competition provisions, public
contracts, protection of the environment, elimingti disparities, promoting equal
opportunities and the principle of non-discrimirmatiand proposes appropriate measures
with respect to their effective implementation;

» ensures the establishment of the framework of fiomthg of the Monitoring Committee of
the NSRF;

» formulates, in cooperation with the PCA, the ruéigibility of expenditure;

» coordinates and prepares the reports to be sulhittéhe EC;

* ensures preparation of other reports, including Nfeferring to the Lisbon strategy co-
financed from SF and CF;

» submits strategic reports on progress accordingrtizcle 29 of the General Regulation;

» ensures the establishment of basic selection @iter project selection for meeting the four
strategic NSRF objectives;
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sets up and ensures the functioning of an integrat@nitoring information system to be
used by the Managing Authorities in all OPs, theyiRg and Certifying Authority and the
Audit Authority and ensures the electronic exchanfjdocuments and data;

fulfils the tasks related to the publicity at thational level of economic and social cohesion
policy realisation, ensures planning, realisationd &o-ordination of actions in support of
general awareness and co-ordinates the activifidgsgeamanaging authorities in this area;
creates a communication strategy on the nationet¢lléo ensure transparency and full
awareness of the aid provided from the SF and tlre aking into account the Lisbon
objectives;

ensures the activities of the working group for kexaion, NCA and managing authorities
representative being the members;

guarantees the flow of information from/to the E&ftom the MA,

sets conditions for assessment of the efficiencgarftrol mechanisms;

supervises the compliance with the state aid ruyksd regional aid), as laid down in
applicable European and national acts;

prepares the methodology for the setting of inddcatand monitoring of their fulfilment;
monitors the observance of commitments on addifionand provides the Commission
with the required information for its verificatiorgas provided for in article 15 of the
Regulation;

participates in the annual meetings of the managmghorities of the operational
programmes and the Commission as provided forticlar68 of the Regulation;

ensures that the priorities of paragraph 3 of &t of the General Regulation 1083/2006
will be reflected in the implementation of the NSRBerational programmes and monitors
the progress of their implementation.

Role of the PCA

In order to implement the assistance provided uriderSFs and the CF, the PCA carrying out the
tasks according to Article 61 of the General Regjolaensures the following activities:

manages and coordinates financial flows from EU dmtdand ensures the smooth flow of
financial funds from the PCA to beneficiaries;

sets and updates methodical instructions for thiéfation of SF and CF expenditure;
ensures that beneficiaries receive EU contributiitBout undue delay;

processes and submits certified statements of elipee and applications for payment
(interim and final) to the EC, for all programmen the basis of statements of expenditures
submitted by the managing authorities;

verifies the accuracy of statement of expenditdin@t it results from a reliable accounting
system and is based on verifiable supporting doaisjecertifies this statement and
approves the applications for payments from the EU;

monitors procedure manuals used by the bodies wain the implementation of SF and
CF and verifies the compliance with these procedure

continuously monitors and verifies the compliance astivities and procedures of the
managing authorities and intermediate bodies wipliaable Czech and EU acts;

verifies the application of the management procesaed control systems used by the
managing authorities and intermediate bodies (idicig the on the spot checks);

evaluates drawing performance of allocations;

receives payments from EU budget and ensures &essf funds to the budget chapters;
provides methodical guidance to the preparatiorfonécasts of applications for payment
from the EU budget and submits these forecasthedC,;
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provides for the concept, methodology, establishtmdevelopment and operation of the
accounting system used for the administration ob88 CF,

provides methodical management in the field of actong for SF and CF funds;

cooperates with the EC in the mid-term and ex-p@stfication of the additionality;

ensures the recoveries of amounts unduly paid éncidese the principles of operation terms
are violated

Role of the AA

In accordance with article 62 of General Regulatittre AA shall primarily perform the following
activities:

104

provides the audit of readiness of programme mamegge and control systems, on the basis
of which it submits a report assessing the comme@nf the OP management and control
systems to the EC;

submits to the Commission, prior to the submissmfnthe first interim application for
payment and 12 months at the latest after the aggraf the programme, a report assessing
the configuration of programme management and obisiystems, including an opinion on
their compliance with applicable provisions of E€gislation, as laid out by article 71 of
General Regulation;

submits an audit strategy including the bodies thiditcarry out the audit, to the EC within
nine months after the approval of the respectivea@® regularly updates this strategy;
ensures the execution of audits in public admimistn in order to verify the efficiency of
programme management and control systems funcéadserifies the expenditure declared
on the sample basis;

annually submits the consolidated audit plan fards provided from SF and CF to the EC,
which it regularly evaluates;

ensures the submission of all results of auditsiiedrout by the AA or based on its
instructions to the PCA for certification purposes;

provides systemic guidance to other audit entifpesticipating in public administration
audits in all OPs;

supervises the quality of audits in public admirasion carried out by other audit entities in
projects co-financed from SF and CF;

participates in the drafting and updating of sysiemuidelines for performing audits of
individual programmes;

annually submits the annual control report to th& E

iIssues a statement for the EC on an annual basisyteether or not the functioning of the
management and control systems provides suffiGssturance that expenditure declared to
the EC are correct and that the underlying trarieastare legal and regular;

participates in audit missions of the EC aimed ke tverification of aspects of the
management and control systems resulting from tirual control report;

submits the closure declaration (or partial closdeelaration) to the EC, in which it shall
assess the validity of the final payment applicatand whether the underlying transactions
included in the final statement of expenditure heegn done in a legal and regular way;
co-operates with the EC on the co-ordination of iaydans and methods, and exchanges
results of performed audits with the EC;

ensures that internationally recognised audit statsl are complied with during the
execution of audits;

provides the analysis of reported irregularities the purpose of processing the closure
declaration or partial closure declaration;
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* prepares the annual report on the results of ORanitial control for the Czech
Government.

11.4. Monitoring and data exchange

Uniform Central Information System

The setting of a mandatory data scope and bindiraggdures are the fundamental instruments to
secure uniform character of the monitoring system.

Comparability, factual correctness and the mosenéaata provided in support of management,
monitoring and compliance with binding regulatiaesensured by thenandatory Methodology of
Monitoring of SF and CF 2007 — 2013. The Monitoring Methodplalefines the centrally binding
scope of data, obligatory procedures and termsnfonitoring the operational programmes and
projects at all levels of implementation. Togethsith specification of uniform and binding
procedures governing transfer of data the abovevigeo for a fully integrated, uniform
monitoring systemapplicable to all implementation levels, capableallecting data necessary for
management, monitoring and evaluation of programraed projects including periodic data
acquisition from the beneficiaries to monitor theogress of project implementation via the web
account of the beneficiary.

The data communication between the accounting sy$%€0O IS VIOLA as a basic supporting
instrument for the function of the PCO, and MSC2G@&/the central monitoring instrument of EU
funds is ensured.

Summary requests are transferred from IS MSC2001StovVIOLA. Summary statements are
transferred back from IS VIOLA to MSC2007.

Data acquisition and electronic interchange

The MRD creates, primarily for monitoring the fingal assistance, an information system that
constitutes one of prerequisites for acceptingstaace from the SF and from the CF. In conformity
with the Government Resolution No. 198/2006 the MR®vides a uniform central information
system in support of management, monitoring andluateon at all levels of programmes and
projects financed from the SF and CF. The systernimgling on all implementing subjects in the
programming period 2007 - 2013.

The MRD manages the setting of an information sysie the area of management, data collection,
monitoring and communication with the EC. It hasopded with the readiness of the central
monitoring system, which ian important instrument for managing the implementation of all

OP as well.

The MAs are obliged to enter data in the requiredpe, structure and in the defined deadlines from
the beneficiary level on the basis of proceduredeftned in the operational manuals.

Electronic data interchange

The CR has selected a variant whereby data wiltraesferred to the EC system SFC200& a
technical interface and Internet.

The electronic data interchange comprises transfdata from the Czech database MSC2007 to the
EC database SFC2007. It comprises preparationnd,sabsequent transfer of the necessary data
from the Czech database MSC2007. A special modale leen created in the Czech database
MSC2007 for data authorisation by MA responsibler imanagement and co-ordination of
programmes utilising the EU funds.

The module will provide for creation and export wdlidated data from the managing authorities,
the PCAvia the Internet to the SFC2007 database of the Eumpg@ammission. The module
satisfies the requirements imposed by the Eurogg@nmission on eGovernment.
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Parameters of the information system

The system will represent the primary tool in commuation with the MoF and the EC used in

connection with comprehensive administration of gggmmes and projects. The information
system for monitoring assistance in the 2007 - 2p&Bod must secure integrity of data inside the
system and provide comparable, materially correntl #opical data needed for management,
monitoring and evaluation at the central level.

The system has been conceived as a three-leveh#ieeof mutually interconnected information

systems - central level, operating level, and teadficiary web account.

Preparation and security of the information system

For the monitoring, of the programming period 20@013 the integrated information system
guarantees since 1 January 2007 the full functibnaf monitoring at all implementation levels
(central, operating, applicant/beneficiary). Thesteyn provides full support to management,
monitoring, evaluation and administration of progiaes and projects. It respects the requirements
imposed by the European Commission and providegHerrequired function of data acquisition
and transfer to the EC and to the PCA.

Approach to monitoring and evaluation of horizontaémes

a) Equal Opportunities

Monitoring of the horizontal theme of equal opporiiies is an integral part of the central
monitoring system, which takes equal opportunitr@e account in terms of gender (by age and by
type of social disadvantages) divided indicatonstpaits, results and impacts from a strategic level
of the NSRF to monitoring relevant priorities ohgie operational programmes. For monitoring and
evaluating equal opportunities supported by fursphasis is placed on relevant interventions, co-
financed from the ESF, which directly influence efjwpportunities of target groups. They have
been designed to provide quality contribution te guccessful implementation of relevant national
policies and further policies co-ordinated at arrdpean level (in the CR described in greater detail
in the National Report on Social Protection and i@bmtegration strategies for period 2006-2008
and in the NRP for the period 2005-2008). At a cahtevel, monitoring and evaluation the
efficiency of implementation measures of funds @mms of set targets and of influence on equal
opportunities of target groups is ensured by the MR department responsible for national co-
ordination in cooperation with MA of OPs. The coogton with MAs and the information transfer
take place within the Working group for evaluatiand horizontal themes. When evaluating the
impacts of implementation measures, financed frdgfrEor the improvement of the social situation
and equal opportunities of socially disadvantagealigs, data from the monitoring system of above
mentioned national report on social protection andial integration strategies can be utilised.

b) Sustainable development
Monitoring environmental impacts will be part of I8onitoring, by set of indicators, designed by
the author of SEA NSRF. Expert evaluation of imawaiill be executed under the supervision of
working group, in which representatives of all mgimay authorities will participate and which will
coordinate and methodologically control the procafssnpact monitoring.

11.5. Administrative capacity 2007 - 2013

Inadequate absorption capacity creates an imporisifor the implementation of the resources of
the 2007 - 2013 programming period. Inseparablet pafr absorption capacity its sufficient
administrative capacity. The need of its increassupported among others by these factors:

» Parallel implementation of 2 programming periods;

106



NSRF Czech Republic 2007 - 2013 — June 2007

» Increase in amount of funds allocated;
* Increase in the number of operational programmes;
» Emphasis of the new legislation on the control agaments, monitoring and evaluation.

Insufficient administrative capacity can seriougdppardise implementation of SF and Cfat’s
why it is necessary to pay permanent and systemictintion to the reinforcement of the
administrative capacity. The MRD is responsible for systemic and permansmpport to the
institutional framework and to absorption capaciffhe MRD encourages development of
institutional and administrative capacities, knoede and skills. For this purpose the document
“Framework parameters of the implementation streetof an operational programme model” that
was worked out with the help of technical assis@nthe basis of the system is:

* Analysis of the MA’s needs for operational prograesnimplementation;

» Definition of functions and procedures;

« Formulation of employees’ profiles, job description

e Quality of the selection and recruitment of new dayees;

Quality output of all functions within the implemtation system of EU resources is closely related
to the profile and stabilization of employees, wparticipate on preparation and functioning of this
system. Employees of public administration haveb®systematically prepared several years for
correct and quality execution of these activiti@s;luding learning of languages. Quality of the
selection and recruitment of new employees thaésakto account the best practice is an essential
condition for quality human resources managemehis $ystem will be used at all implementation
levels. The main objective of the improvement o thuman resources management is to minimize
the undesirable outflow of these well-educated ahkitled employees into the private sector. This
can be achieved primarily through the setting otfsiconditions that create the work in public
administration competitive to the private sector.
For this purpose, Czech authorities prepacamplex system of stabilization and motivation of
public administration employees working within thenplementation system of EU budget
resources.
In the framework of this system, following measuegs planned:
* Use of financial as well as non-financial motivatio
» Education of employees, technical equipment, tragnof management in human resources
management and in relevant vocational issues;
* Reassessment of the systemization, especiallylafysgrades within particular institutions
and appropriate categorisation in work catalogue,
* Increase in personal bonuses connected to participan and preparation on execution of
functions in management and control of EU resources
e Extraremuneration paid in connection with managetoé EU funds,
» Other labour-law measures.
Other very important issue is support of absorpticapacity of the beneficiaries and helpful
approach of relevant authorities to the benefigsari
Thematic area of intervention Support of Absorpt@apacity in Operational Programme Technical
Assistance will create important tool for the MRB ieinforcement of administration capacity for
implementation of NSRF. It will cover needs for admation and support of strategic and
methodical management of development of the abgmrptapacity. On the basis of results of
analyses, the measures for its increasing will b&oduced. From the position of central
coordinator, support of absorption capacity will pevided at sectional interventions, including
interconnection of ROPs with thematic operationagrammes.
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Support of human resources development and admatiig® capacity reinforcement is closely
related to the Smart Administration priority withithe strategic objective “Open, Flexible and
Cohesive Society”.

11.6. Management of operational programmes

The implementation system of particular operatiopggrammes, including the determination of
intermediate bodies and specification of functidinat shall be delegated to them by the managing
authorities is described in detail in the operasibrprogrammes and in the description of
management and control systems, following Art. Tihe General Regulation.

Designation of the managing authorities

By Government resolution no. 175/2006, the depanismieof ministries were designated as
Managing Authorities of operational programmestfoe 2007 - 2013 programming period.

The managing authorities in charge of the preparatif the operational programmes are as follows:
MRD, MIT, MoLSA, MoEYS, MoE, MT, the Capital City o f Prague and Regional Councils of
NUTS Il level cohesion regions.

Management of OP

The NCA provides uniform guidance framework for hrontal issues of implementation to the
managing authorities of the operational programnidse managing authority of the operational
programme is responsible for the management andeim@ntation of the operational programme in
accordance with the principle of a sound finanecre@nagement and in accordance with rules for the
implementation of operational programmes estabtighethe NCA.

The managing authority is responsible for implenagioin of Art. 60 of the General Regulation and
for the set-up of the systems in the following essea

Management and control

. sets up the management and control systems in danoe with applicable legislation of
the CR and EU and is responsible for effective andrect functioning of these systems;

 prevents and detects irregularities and proposegections of funding in the case of
identified breach of duties arising under appliealaiw;

»  verifies that the co-financed products and serviaes delivered and that the expenditure
declared by the beneficiaries for operations hasally been incurred and complies with
Community and national regulations;

* ensures compliance of the supported actions wighGbmmunity policies;

* ensures compliance with the information and pubficequirements defined in Article 69
of the General Regulation;

«  ensures sustainability of operations for five yéahy the managing authorities of the OPs
and informs the EC of any substantial modificatmfrthese operations;

*  sets up procedures to ensure that all documen&rdayy expenditure and audits required
to ensure an adequate audit trail are held in atamace with the requirements of Article 90
of the General Regulation.

Implementation

*  processes project selection and evaluation critand submits them to the monitoring
committee for approval,

“2Three years in the case of investments or jobated by SMEs.
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* ensures that operations are selected for fundiragoordance with the criteria approved of
by the monitoring committee, applicable to the aemal programme and that they
comply with applicable Community and national ldgigon over the course of their
implementation period;

. provides the Commission with information to alloletevaluation of major projects.

Financial flows
. ensures that beneficiaries and other bodies inwbivethe implementation of operations
maintain either a separate accounting system om@aquate accounting code for all
transactions relating to the operation without effieg national accounting regulations;

Monitoring

. establishes monitoring committees in line with Akéis 63-66 of the General Regulation;

. collects reliable financial and statistical datéoaling the provision of the assistance to be
monitored and transfers this data (usually in at#bnic form) to the NCA, or to the EC;

. ensures that there is a system for recording amding accounting records for each
operation under the operational programme in compsged form and that the data on
implementation necessary for financial managemeainitoring, verifications, audits and
evaluation are collected;

. processes annual and final reports on the provisfaid and submits them to the EC once
they have been approved by the MC;

. manages the work of the monitoring committee andvptes it with the documents
required to enable the quality of the implementatwf the operational programme to be
monitored with regards to its specific goals.

Evaluation

e ensures the evaluation of operational programmesxiscuted in compliance with EU
legislation (Articles 47 and 48 of the General Rigion).

Certification

* submits all necessary information on the procedares verifications carried out in relation
to expenditure to the PCA, for the purpose of derition.

Performance of audits

* is responsible for the provision of conditions filre performance of audits at all levels of
implementation.

Delegation of activities

It is within the competencies of each managing atitly to determine the extent to which it shall
entrust an intermediary body and the tasks thatlmperformed by such a body. These tasks and
functions shall be defined in a written agreememween the managing authority and the
intermediary body. The managing authority of theemional programme shall consult the
delegation of some of its functions to an internaegtibody with the NCA.
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12. SYSTEM OF FINANCIAL FLOWS OF STRUCTURAL FUNDS A ND THE
COHESION FUND

Since the date of the CR’s entry to the EU on 1 M4, the system of financial flows of SF and
CF was set so that SF and CF resources were refutadbeneficiaries retroactively by the Paying
Authority through Paying Units. The system of SFl&®F has been changed, on the basis of project
implementation experience and the course of utiisaof SF and CF resources within the
programming period 2004 — 2006 and with the ainspéeding up the flow of SF and CF resources
to the beneficiary as the key element of implem&ataof projects co-financed from the SF and
CF. For the new programming period, the Governmeinthe CR approved the Methodology of
financial flows and the control of programmes codnced by the Structural Funds, the Cohesion
Fund and the European Fisheries Fund for the pragrang period 2007 - 2013.

All resources of SF and CF are integrated into st@e budget. Beneficiaries receive SF and CF
resources from the state budget in advance. The B@&equently transfer the SF and CF resources
to the state budget. Through this system a sindpev fof national and Community funds to
beneficiaries is ensured and is accelerated.

National co-financing

The CR has decided that it would relate the leiet@-financing to public expenditure only (under
Article 63(1b) of the General Regulation). Conseaflhe private funding will be presented in tables
only indicatively and just for information.

Public budgets of the CR will therefore have to erg at least EUR 4.7 billion in the period 2007-
2015, in order to utilise the maximum allocationathwill be available for the 2007 — 2013
programming period.

The MoF analyzes the capability of public budgetsécure sufficient resources for co-financing of
the SF and CF on a regular basis. Based on suclysisagthe Government of the CR decided on 14
December 2005 (Government Resolution No. 1618) tleatinancing should be given top priority
in budget preparation.

The analysis was updated in autumn 2006, when peegilocations for the CR for individual years
were already known, and also a more detailed dividor OPs and their priority axes. Despite the
fact that the current analysis assumes that it ballnecessary to spend considerably lower amounts
of funding from public budgets than previously (articular achieving the lower mandatory level
of co-financing from national resources) it has @ta the same conclusions:

e necessity to intensify the reform of public finascand change the trend of rising mandatory
expenditure,

» shift priorities within economic and social cohesiexpenditure to areas co-financed from
the SF and CF which will contribute to the promatiof coordinated planning of European
and national programmes and national programmessujiport only those areas that cannot
be co-financed from European resources.

The updated analysis was approved by the Governnoent30 November 2006 (Resolution
1348/2006).
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13. ADDITIONALITY FOR CONVERGENCE OBJECTIVE IN THE PERIOD
OF 2007 - 2013

Pursuant to Art. 27 and in accordance with Art.d%he General regulation, the CR processed ex-
ante verification of additionality — the base levadl public expenditure related to economic and
social cohesion to be complied with in the finarigariod of 2007 - 2013. The starting point for
setting the limit was real expenditure from pulitiadgets in the given area in 2004 and 2005 based
on which the average for both years was determimadlification of additionality is carried out for
NUTS Il regions belonging to the Convergence ohjesti.e. for the entire CR with the exception
of NUTS Il Prague cohesion region.

Expenditure included in the additionality limit cdre defined as public budget expenditure (state
budget, municipal budgets, budgets of regional @darand regions, and selected state funds) going
to areas focusing on or related to interventionagref the SF and the CF. Their determination is
identical in principle with the determination indad in the additionality calculation for the period
of 2004 - 2006, with the exception of support tgrigultural and rural development to which
interventions under the Structural Funds for 20@D13 will not apply. Onthe other hand,
expenditure for housing support is newly included.

The level of additionality for 2007 - 2013 is deteined atEUR 2,548.9 million (in 2006 prices)
and equals the average volume of expenditure imcatrea of economic and social cohesion in 2004
and 2005.

Determination of the ex-ante level of additionality 2007 - 2013 at the same level as the average
of 2004 and 2005 respects provisions of Art. 15¢8)the General Regulation and represents a
significant growth when compared to the additiotyalevel for the 2004-2006 period.

In comparison with the additionality limit for 20042006, there has been growth in relevant
expenditure and therefore also the limit for exeamvaluation of additionality for 2007 - 2013
increased by more than 62 %.

Such a significant volume of expenditure in 2004&005 is due to several factors. The main
reason for such development was major growth ofeexjiture in transport infrastructure mainly
through the State Fund of Transport Infrastructdiiee Fund launched its activities in 2000 and its
expenditure grew continually and significantly. uarge amounts of financing could be expended
by the Fund in particular thanks to extraordinancome from the revenues of state property
privatisation. Such expenditure must be perceive@xraordinary in the sense of the requirements
of MoF (not in the sense of the General Regulatiprarising from a specific situation in the CR.
Moreover, in 2004 and 2005, which form the basis ég-ante evaluation, the use of sources from
the privatized property culminated.

Another reason for such a distinct increase is lmement of regional budgets since 2001, which
apart from partially assuming financial competenfresn the state budget, also finance activities in
the area of economic and social cohesion. The as®d additionality limit was also affected by the
inclusion of expenditure for housing developmenteading the financing included in the previous
period in the area of agriculture and rural devehgmt.

Data Sources and Method of Calculation

The input information for determining the scope aifditionality were data from databases of the
Ministry of Finance on financial statements condegnexpenditure of the state budget, local
budgets and the State Environmental Fund, the $tatel of Transport Infrastructure and the State

43 Relates to the revenues from privatised state @riypas required by the MoF.
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Fund for Housing Development for 2004 and 20@&ifomated budgeting information sysdeifhe
calculation included only expenditures classifiesl #ose belonging to economic and social
cohesion. Similarly to the previous financing petidaving excluded expenditure generated by the
Prague cohesion region due to its non-eligibilitghin the Convergence objective, part of excluded
expenditure had to be included again, as it weriagt consumed in other regions of the CR. Thus,
the issue of the Capital City of Prague as a sdatemtral public administration bodies which re-
allocate but do not consume funds was resolvedréfbee, the calculation also had to use other
information sources. Specifically, in the case apital expenditure, the register for funding of eiss
replacement, ISPROFIN, was used. For current exjpamg the information system for subsidies,
CEDR, was applied. In order to improve the qualfydeductions for the Prague region from the
whole CR, estimates were used in certain cases.séhee method was used to set the limit for ex-
ante verification of the additionality for the ped of 2004 - 2006.

To recalculate expenditure from public budgetshed CR of 2004 and 2005 into 2006 prices, GDP
deflators were used (see the Macro-economic Priediadf the Ministry of Finance of October
2006). The mean exchange rate of the CNB for 200k {84 CZK/EUR) was used for conversion
to EUR. Data for 2007 - 2013 are calculated in EURe conversion to 2006 prices used an annual
deflator in the amount of 2 % in line with Art. 1@ the Interinstitutional Agreemeft

To determine financing of programmes and projectdar the SF within the NSRF in 2007 - 2013,
a total amount of EUR 17,064.5 million (that is EUF®,721.6 million in 2006 prices) is used as a
basis, which the CR is to receive for funding withtihe Convergence objective. To assess the
average annual drawing of funds in 2007 - 2013, thedel of the Ministry of Finance for the
distribution of utilisation and related co-finanginvere used. The expenditure for co-financing also
includes estimated co-financing of the CF.

The process, economic conditions and a detailedhadkilogy of the ex-ante verification of
additionality for the programming period 2007-204:& presented in the Additionality Report of 27
April 2007 prepared by the Ministry of Finance.

“ Interinstitutional Agreement between the Europdzarliament, the Council and the Commission on buaiye
discipline and sound financial management of 17 M2806 (2006/C 139/01).
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Table 29 Additionality verification of 2007 — 20p@riod: Financing of structural expenses in the @ergence regions from public sources (in
mil. EUR, 2006 prices)

1 2 4 5 6 00 8 10 11 12 eiess
1. Basic infrastructure b 259 803 748 588438563 487 180475| 1384184 710| 1671365185 1675092 282 3727 097| 38892 683| 1632 472502 | 1 671 365 185
- Transport 1570 520 082 322634 206 | 150 113 824 | 1097 772 052| 1247 885876 1 276 588 306 402762 | 25312993 | 1250 872 551| 1 276 185 544
IJ;';C;E?;QS:&O”S & 111 047 546 92716579 18330967 18 330 967 462 169 71 746 63 097 327326 390 423
- Energy 28873 863 12600 844| 16273019 16 273019 5934 942 21047 7016 5906879| 5913895
- Environment & water 502 937 462 124150308 | 94002724| 284784430 378787154| 382018696 323154213509 577 365277577| 378787154
- Health 46 424 795 36336626 8459941 1628228| 10088169] 10088 169 10088169 10088 169
2. Human resources 867 121 044 642 726 328 128 444 468 95950 248| 224 394716| 235758321 11363606 | 3745826 220648889| 224394715
- Education 345 503 877 207214 144| 42339485 95950248| 138289733| 206 416 364 4591178| 1527821 200297365 201825186
- Training 269 867 207 225319380 44547827 44547827| 18288747 6772428| 2218005 9298314 11516319
-RTD 251 749 960 210192804 41557 156 41557156 | 11 053210 11053210 11053210
3. Productive environment | 986 861 339 438522735 845 10199 463828405| 548338604| 564650229 16311623 | 5 497124| 542841482| 548338606
- Industry 652 670 239 222245482 43940087| 386484670 430424757| 453601239 15448238 5149385| 433003 616| 438153001
- Services 201 411032 105415607| 18651690| 77343735 95995425 96011385 15959 5037| 95990389| 95995426
- Tourism 132 780 068 110861 646| 21918422 21918422| 15037605 847426| 342702 13847477| 14190179
4. Others 202 709 600 97863041 | 23785375 | 81061184 | 1 04846559| 105091 235 244677 111500| 104735058 104 846558

Source: MoF
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14. EX-ANTE EVALUATION OF NSRF

NSRF constitutes a logically structured documeiatt ils balanced as to methodology and includes
all significant problematic spheres from the viewnoof the CR as well as from the viewpoint of
linking to other documents, especially CSG, Strgtefjeconomic growth and NRP.

14.1. The course of processing of NSRF and its exate evaluation

Preparation of the process of ex-ante evaluationN&RF was started simultaneously with
preparation of the programme document in the fgsarter of 2005. The team of the company
Berman Group — economic development services Mids chosen as a processor in an open tender.
The ex-ante evaluation itself was started by signah a contract with the processor on 10 August
2005, nevertheless views and documents of the ¢x-@valuator were provided already from June
2005.

The evaluation was organised as a process thatparadlel to the elaboration of NSRF. That means
that ex-ante evaluators responded continuouslyaitigd outputs of NSRF, consulted the outputs
with the processor of the NSRF and the initiatortioéd NSRF, participated in the work of working
groups of the MCC and in meetings of the MCC itsatid provided processor and initiator of NSRF
with continuous consulting and "light technical s$ance" (the initiator was from the CSF
Department of the MRD, now the Department for Ewap Funds of the MRD). Therefore besides
evaluation reports and recommendations the evalwdsm processed data (mainly in the form of
partial analyses, reports and working documents) Were to be used by processors of the NSRF as
a guide for elaboration of the NSRF.

Ex-ante evaluation focused on several basic aspects

* most efforts were given to methodical and concejppuablems,

» evaluator focused on content problems of parts 8RF¥

» furthermore the evaluation looked into formal temah requirements for NSRF

The evaluators are of the opinion that at the montka following main problems related to NSRF

prevail:

* regional dimension of interventions of thematic cgg@nal programmes, which is required and
presumed in the NSRF is not appropriately takem iobnsideration in thematic operational
programmes;

« mechanism for co-ordination of interventions frorarlous OP and securing synergy among
various interventions of OP is not clear, whichrétated to the fact that NSRF does not respond
to unprepared (or insufficiently prepared) implertegion systems of OP.

Evaluators points out that besides shortcomings dhiae from the text of NSRF or the text of OP
there are many partial shortcomings or unprepacetiitions that might not be directly reflected in
the text of programme documents but are very sarifmu future implementation of programmes.
These are e.g. (regardless the order of importance)

* insufficiently prepared co-ordination structureslanechanisms that are to secure synergy of
SF interventions with home programmes.

* Unsuitable choice of tools for implementation oferventions at the level of "implementation
documents" — too large a number of prepared graesies that can significantly lower
absorption capacity.

» insufficiency or unpreparedness of implementatioechranisms ("delivery chains"”) especially
in the case of ESF programmes, OP for Researche@pment and Innovation, IOP, uncertain
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situation in Regional operational programmes, whillue to the fact that they are either not
developed or they presume continuation of contifmmtstructures and implementation
procedures that are not satisfactory already now.

The initiator of the evaluation will deal with thesproblematic issues especially when setting
implementation co-ordination mechanisms that arecuaised in more detailed programme
documents of OP (implementation documents and apgrananuals). A certain handicap, which
the initiator is aware of, is prevailing departmemntented approach to realisation of the policy of
interventions economic and social cohesion — tinegfem requires a solution in the long run within
the framework of the state administration of the .CRhe focus of the regional approach to the
implementation of TOP therefore will consist in dggr participation of regions and towns in co-
ordination of interventions and in the support bkarption capacity for thematic interventions, and
that especially in the work of regional assistageatres financed from OP TP (see also 14.6) and in
preparation and implementation of Integrated UrBavelopment Plans.

14.2. Evaluation of the consultation process duringlaboration of the National Developmental
Plan and NSRF

From the viewpoint of ex-ante evaluation MCC and iworking groups are satisfactory
representatives of various interests of stakehsldevolved in the policy of economic and social
cohesion. During discussions over the NDP/NSRFéhesdies fulfilled their consultation role very
well. Due to these bodies all important participmamdok part in all significant decision-making
processes. The process of consulting, discussidgraking comment on the NDP/ NSRF and OP
was extensive enough and intensive during the wkiale of document elaboration. Incorporation
of relevant social partners can be considered teusgcient.

Consultations contributed to clarification of thentent of the interventions of NSRF and of their
incorporation into priorities and appropriate OPdatnus helped to fulfil one of the important
objectives of the ex-ante evaluation (and solvifigmmblems in elaboration of NSRF and OP).

On the other hand consultations can be marked asrag@roductive when attempting at better
focusing of programme documents and concretisimvidual spheres of interventions. Despite all
the efforts the consulting process led rather t@sasontinuation of wide-ranging and insufficiently
specific definition of the content of programme dotents and their activities/operations.

The consulting process during elaboration of NSRdF bt help to find synergies and necessary
functional interconnecting between OP and theselareefore still insufficiently defined. Proposing
mechanisms for common and purposefully co-ordinateglementation of interventions, where
mutual interconnectedness is indispensable or hiidesirable, was even less successful.

Shortcomings and problems that appeared in thessoof consultations with partners refer to more
general existing problems that are to appear tarariore significant extent when programmes are
implemented and can make some types of intervesti@ather complicated or they can have
a significant impact on accomplishing of desireduks of inventions.

14.3. Evaluation of the socio-economic analysis anégional development analysis.

The chapter socio-economic analysis underwent thestmextensive reworking within the
transformation of NDP into NSRF. The preceding macoendations of ex-ante evaluators were
taken into due consideration, nonetheless stilleaimortcomings prevail even in the fifth evaluated
version of NSRF. The main shortcoming of the chag®& analysis and the chapter regional
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development is inconsistent presentation of maiobfgms of the CR lacking in mutual causal
interconnections. The ex-ante evaluator recommanasnding both chapters so that:

» relation to the topics of the Lisbon strategy isgmsized,

» identified problems are presented with mutual rielad,

» identified problems are distinguished as to th@ngicance,

» causes of these problems are sufficiently clarified

» the description of individual topics is synthetiechuses the same unequivocal structure.

The chapter socio-economic analysis in the lassioer of NSRF (October, 2006) was changed only
in minor points especially as far as formulations aoncerned. Main recommendations of ex-ante
evaluators to the May version of this chapter of RFS(see above) have not been fulfilled and
sufficiently taken into account. Even though theremt version of the socio-economic analysis
presents a certain solution for the strategic pARISRF, the absence of distinguishing significance
of identified problems must be pointed out. Alseegdate identification and clarification of causes
of these problems is missing. In many place thas@conomic analysis only doubles the function
of the SWOT analysis.

Ex-ante evaluation of NSRF of June 2006 contairbesides recommendations stated before, also 4
and a half pages of perfectly concrete commentspmamendations or proposals to individyal

paragraphs of the text of the socio-economic anslgsd regional development analysis. These
recommendations were not taken into account. Th& N8oes not contain in appendixes a taple
comparing competitive factors of the CR to othemstries, which was recommended by ajhe
ex-ante evaluator.

Division of tables and graphs into appendixes cobdédaccepted, annotations are almost always
correct and sufficient, tables and graphs relatédhéoanalysed and described facts.

The description of the current situation coverssagjnificant required facts and problems that arise
from analyses executed by the ex-ante evaluatothi®purposes of the evaluation of NSRF (see|the
working document Analytical points of departure tbe evaluation of NSRF) and also for outputs
to be used for elaboration of National Developméfian in 2005. Nonetheless individual parts|of
analytical chapters are very unbalanced. Takinggiven objections into consideration it can be
stated that the texts of analytical chapters cayvijole a sufficient starting point for formulatiorf ¢
other parts of NSRF

The initiator and partners involved in preparatiohNDP/NSRF found the analytical part of the
NSRF after long discussion an acceptable basisisam and since it is necessary to keep the text
of the NSRF within certain limits and focus espdigiaon its quality the strategic part has been
found satisfactory and it is not necessary to gethoto it for further modifications.

14.4. Evaluation of the SWOT analysis

The SWOT analysis is acceptable due to the comfdat@and complex nature of the NSRF issue
and it is an applicable starting point for the fml-up strategy of NSRF. SWOT in this form is a

combination of proposals of the managing authcaityl alternative views of evaluators.

For the final version of the NSRF the evaluatorsamended shortening of the SWOT analysis
and arrangement of statements of the SWOT in tlideoreflecting their importance, which was

executed.

The evaluators recommended modifying the SWOT iohsa way that the internal analysis (SW)
deals with issues that can be directly influencgd3f interventions and the external analysis (OT)
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focuses on issues outside the cohesion policy fraonke. This recommendation was not taken into
account. Many comments from the external analy€3)(concerns spheres that can be directly
influenced by SF interventions and usually run aloiws "if we do something/ we support and

therefore this is an opportunity”, "if we don’t dsmmething/ we don’t support” and that is a threat.
The evaluators consider this approach to the eateanalysis as methodical misunderstanding of
the meaning and purpose of the analysis. Nonethdlds shortcoming has no negative impact on

the strategy of NSRF.

14.5. Evaluation of the Implementation of ExistingSF Programmes

The evaluators in the previous evaluation stronggcommended elaborating the chapter
"Evaluation of the Implementation of Existing SFogrammes" so that it includes conclusions of
existing evaluation studies, that evaluated expt@mnh of means of SF and explicated cause of only
minor success of the CR in this sphere. This rec@ndation was not taken into account with the

exception of addition of a paragraph concerningdiiee increase in administration capacity and the
reform of the public administration. Such additismot sufficient in the view of evaluators.

Since the conclusions of evaluation studies up e rare rather extensive, the initiator included

into this chapter a paragraph commenting conclusiointhese studies for the 2007 - 2013period .
The given conclusions will naturally be taken intonsideration in order to improve the setting of

the system for acquisition of some support from filneds of the EU during the new period.

Evaluators consider the findings and conclusionthefchapter 5. NSRR "Evaluation of the impact
of implementation of the development programmestofictural funds up to now" remarkably and
unjustifiably optimistic, especially the data stat@ the table of assumptions concerning fulfilment
of specific objectives.

Nonetheless the initiator insists on inclusion bé ttable with the given data that are based on the
summary of mid-term evaluation of implementation tfe Framework of union support.
Conclusions of this evaluation, which was finishedthe midyear of 2006 are still considered
decisive, because, among other reasons, the impletie@n of OP projects is not by far finished.

The evaluators consider most grave the fact thaakmesses of the implementation system and
weaknesses of the external environment relatedntplementation of SF interventions are not
attended to in the preparation for the programmeqgokeof 2007-20013. The system of programme
implementation and realization of their intervemso (the way of supporting partial projects,
implementation mechanisms / delivery mechanism)ai@npractically unchanged for the future
period and their principle modification is not bgirconsidered yet. This fact can significantly
threaten realization of interventions in the oncogiiperiod, especially if their character differs
from the current interventions or if they are sesiby new entities/authorities.

Being aware of mentioned risks and taking into adagation the given institutional environment in
the CR the initiator is of the opinion that a newstem of implementation cannot be substantially
different from the system for the period 2004 -0BO The main reason for that is that
accomplishing a qualitatively different approachitgplementation and realization support would
require extensive changes in the near future inwhg the public administration functions. Since
such development is unlikely a sudden introductmfnhsuch changes could cause deterioration
concerning functioning of implementation bodies.eféfore for realization of OP 2007 - 2013
improving of the current implementation and co-oraling mechanisms is proposed on the basis of
experience from the 2004 - 2006 period up to nowl &vith the use of recommendations of ex-ante
evaluation.

118



NSRF Czech Republic 2007 - 2013 — May 2007

14.6. Evaluation of the strategy and priorities ofNSRF

Preceding recommendations of ex-ante evaluators flane 2006 aimed mainly at the sphere of
formulation and explication of the strategy NSRFdamlso at the sphere of the formal
structure/arrangement of individual parts of theattgy and description of priorities. These
requirements have been fulfilled at the generaglethe chapter on strategy underwent a significant
change between May and November. Nonetheless aasfdhe content goes the NSRF strategy
remains very similar to the strategy form May 200@hich is considered to be correct by the
evaluators. Orientation and structure of the sgygteand of priority axes are considered to be
relevant by the evaluators in relation to the neaxd problems of the CR in the sphere of economic
and social cohesion.

Strategic decisions and alternative strategies féational Development Plan/NSRF.

The strategy NSRF is based on the updated NDP, wvias elaborated in 2005. Strategic decisions
concerning focusing of interventions, their logexsd mutual interconnection were part of the NDP
updating. The original orientation of the strateggs based on an assumption that partial spheres of
intervention at the level of strategic objectives aignificant on their own, that they are equivdle
and to a certain extent exchangeable - from thevpi@nt of their contribution to the global
objective. Thus saying that e.g. increased competiess of the CR can be achieved by
investments into transport and life standard or ibyerventions in the sphere of increasing
competitiveness of industry. At the same time thigioal strategic proposals focused too much on
individual sectors with limited emphasis on balamgiof differences between regions. Finally the
originally proposed strategy was too fragmented haitt proper interlinking of individual
interventions.

The ex-ante evaluator elaborated already for ong¢heffirst self-contained draft versions of the
NDP an alternative proposal of the strategy. Thispmsal is based on an assumption that the
economic growth of the country (a global objectivean be achieved only via growing
competitiveness of the Czech economy on the Euno@eal global scale and that competitiveness
of the Czech economy is based on competitivenesheprivate sector. The core of the proposed
strategy was thus support of the competitive gyabt the private sector in the CR with an
emphasis on increasing efficiency in the privateetee and on modernization (finishing the
transformation) of the economy as a whole. In thantext interventions in other spheres (e.g.
human resources or infrastructure) are underst@dupportive but still absolutely indispensable
for increasing the competitiveness of the privateter.

Although the original proposal of the strategy bEtNDP was proposed as — somewhat disordered
— combination of pro-growth and stabilisation me&s.) the final proposal of the strategy NSRF
focuses mainly pro-growth. The stabilising and Inglag interventions focus on the sphere of
social integration and on the sphere of regionaled@oment. That is, great differences between
individual regions are one of the key problemsloé ICR, which could be moreover deepened by a
one-track pro-growth strategy. Some equalising uiefice will be brought about by some
infrastructure investments, especially in the spharthe road network.

As a result of acceptance of a growth-supportingtsgy also strategic objectives, priority axes and
individual partial priorities were reformulated.i®rity axes of NSRF were in the end omitted as a
redundant level and the way of achieving individsalategic objectives is described directly in
partial priorities. Clarification and strengthenin§the logics of priorities and their interlinkingr
mutual interdependence is a result of acceptinghefaforementioned growth-supporting strategy
with a significant regional dimension.
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Ex-ante evaluators have been proposing from they Veeginning of strategic discussions
strengthening of regional interventions, which sldomanifest themselves in two ways: (i) in
strengthening of regional operational programmad$,afd in explicit formulations of regional
orientation of thematic operational programmes. Tiode of ROPs, expressed by financial
allocations, correspond in the last proposal of Kl&RF to the original recommendations of ex-ante
evaluators. On the other the regional dimension T@s not manifest itself at the level of
operational programmes, regardless of the factithatabsolutely clearly formulated at lower legel
of programme documents (e.g. in programmes of th€ fdcused on the support of SMES).

In the last stages the recommendations of the etafs aimed especially at the sphere of
formulation and explication of the strategy of NSRES well as at the sphere of formal

structure/arrangement of individual parts of theawtgy and description of priorities. These

requirements have been fulfilled at the generaglethe chapter on strategy underwent a significant
change between May and November. Nonetheless aasfdahe content goes the NSRF strategy
remains very similar to the strategy form May, whiis considered to be correct by the evaluators.
Orientation and structure of the strategy and abpty axes are considered to be relevant by the
evaluators in relation to the needs and problemghefCR in the sphere of economic and social
cohesion.

Partial objections to the strategy and prioritied the NSRF

Even though the evaluators have no serious objestto the content, orientation and objectives of
the strategy of NSRF, they still have some part@nments concerning its individual parts.

The description of priorities in the November versiwas more transparent, its formal structure was
integrated, and relations to the Lisbon strategyenéieen strengthened (NRP). The evaluators
consider the stated overview of connections betwé® and NSRF sufficient.

The introductory part of the strategy, subchaptdr. &tarting points for strategy formation is clear
structured and focusing on strategic componenti®@fcompetitiveness of the CR as a whole.

The enumeration of value viewpoints of the strateghich is in fact an enumeration of general
needs of the society that are to be achieved wlid help of the NSRF and intervention of the
cohesion policy, was changed according to the negoents of the evaluators of the NSRF in order
to correspond to the order of their importance.

The evaluators also recommended simplification loé tglobal objective formulation. Due to
modifications of formulations of individual priorés and formal descriptions of strategic objectives
the evaluators are of the opinion that the changs possible but still it has not been implemented.

Global objective: as to the content it is principally proposed cathg and it is clear that strategic
objectives support it. But ex-ante evaluators haeen pointing out since December 2005 that the
formulation of the objective is too long-winded: ane declaration it attempts at a summary of all
thinkable developmental aspects. Therefore theabvge is not clearly intelligible.

Evaluators recommend new formulation of the glodiajlective:

The global objective of the NSRF is to make the @R attractive place for investments, create
perfect conditions for employment and offer peopfgportunities of further development using an
outstanding economic growth in accordance withghaciples of the sustainable development.
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Despite clear and simpler wording of the proposeudriulation the initiator did not reword the text
of the global objective taking into consideratiospecially the fact that this is a fundamental
achievement of all-round agreement within the CR.

Strategic Objectivesfor a Competitive Economyand forAttractive Environment are formulated
correctly and can be sufficiently monitored via reaeable indicators. Strategic Objectives for an
Open, Flexible and Cohesive Society are for Balanoevelopment of Territory are formulated in a
way that is too complicated as multiple objectives.

Recommendation of the evaluators for unificationfefmulations of objectives according to the

example of the Strategic Objective Competitive Gez&conomy, which should be done not only

via formulation of the text for its own strategid@ctive but also via graphic representation was
accepted as to the graphic arrangement and paréldb as to the formulation of objectives.

Explanation of strategic objectives — the descwiptipart of the text — has been modified in
accordance with requirements of ex-ante evaluatwes,text is now shorter, simpler and focuses
more on relations between strategic objectives exyjlanations how these strategic objectives will
contribute (together) to the fulfilment of the glalobjective.

Description and explication of priorities has begrmanged in accordance with requirements of ex-
ante evaluators. An explicitly formulated objectiteas been found for every priority and this
objective is explained in short within the contestt further interventions and description of key
interventions.

The description of key interventions is rather ead®ve, it includes detailed enumeration of prepared
activities and tools of intervention. On one hamgstapproach shows what concrete interventions
led to the fulfilment of the priority, on the othenand it somewhat restricts the space for
justification of proposed interventions, in othepmds explanations how interventions of the given
priority will contribute to the fulfilment of the bjective of the priority and of the strategic objee

and what are the expected results of the interemstiand why they are expected.

Even though this chapter is significantly bettertire presented version of NSRF, the evaluators
recommend to reconsider it in order to make cledinerinterconnection of proposed interventions
with the expected results and their contribution achieving of the intervention objectives |is
concerned.

In this regard, the initiator is convinced that tjustification of proposed interventions is sufgcit
and the concrete expected results are clearly destin the operational programmes.

Strategic Objective Balanced Development of Territoy — is an extremely important objective
for fulfilling the strategy of NSRF since it meethe principle of maintaining or increasing the
territorial compactness. As it also focuses on taewvelopment, it is an important part of NSRF in
achieving the objectives of Community Strategic @glines.

The evaluators voiced many critical objections aed¢ommendations concerning this strategic

objective. The text explaining this objective haseh extensively re-elaborated so that now it is
clear and well presented.
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Priorities fulfilling the objective Balanced Deveglment of Territory are well selected and their
content now meets the requirements resulting fraheoparts of NSRF strategy and the needs of
the CR as a whole.

However, the evaluators are not convinced that ibguirements of this strategic objective are
sufficiently and appropriately accounted for in Thatic Operational Programmes, even though|the
descriptive text does present a general contrilouditthe operational programme to this objective.

The attitude of the initiator to strengthening tlegional dimension of the interventions of thematic
OPs is formulated in reaction to the list of contous problems related to NSRF in the introduction
of this chapter.

Focus of NSRF in the context of Community StrategiGuidelines and National Reform
Programme

In general it can be said that the priorities of RFSare well linked to the priorities of Community
Strategic Guidelines and National Reform Programme.

On the other hand, we cannot quite claim that therfiies of NSRF will directly lead to fulfilling
the objectives of CSG and NRP because it depends oumber of individual conditions and
particular tools of corresponding interventions.esh, however, can be determined only in the
operational programmes or their operating documéerite value added and the community priority
contribution and the community value-added of NSRferventions were assessed by the
evaluators in an analysis concerning the priorittdsSNSRF, CSG and NRP. This analysis also
outlines the necessary conditions for the contidoutealisation.

It can be expected that most interventions willrsfggantly contribute to the community priorities.
The value added can be expected mainly in the avéakistering support and product development
based on ICT or education of pedagogues whose ibomiton can qualitatively exceed the intended
priority framework.

With some priorities, the contribution realisatiols conditioned by meeting some other
prerequisites. For example, in the area of decrgpsnergetic and material demands, it is necessary
for this priority to be taken into account in otharnterventions as well. Another example is the
support of travel industry which is related to CSsBly indirectly and the contribution to the
community priorities requires that the value addédhese interventions is also in other areas. In
the area of modernisation and widening active emplent policy, the condition is motivating the
demand for these services. The extent of this natitbn largely depends on the way the social
security system is set up.

Indicator evaluation of NSRF and OP

The system of indicators in the NSRF version fronayvi2006 was first proposed as a whole.
Several ex-ante evaluators significantly contrilbut® the proposal. Their suggestions were
generally accepted by the NSRF processors.

The November version contained some changes isysem of indicators. Context indicators and
some indicators concerning strategic objectivesenastded, all indicators are now presented with
initial and target values.

The recommendations of ex-ante evaluators from Q@ were accepted only in some cases. The
recommendations (consciously) contradicting theppeals of CORE and Lisbon indicators were
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not accepted. The area of indicators related teaesh and development results was significantly
strengthened.

The strategic objective did not include the indmabf the percentage of the same-year-born
population starting university education demandgdHhe evaluators. This indicator is very closely
related to the Education priority. The evaluatapeatedly asked for it. The impact indicator on the
level of global target, measuring the percentagepebple with university education in the
population group of 15-64 years which the evaluatdid not consider sufficient was replaced by
the percentage of university students between 1$@&s. This has a very similar information
value as the indicator proposed by the evaluator.

The strategic objective Attractive environment reqd fulfilling indicators monitoring the results
and impact of the interventions on the environmdihte indicator of railway transport was filled in.

However, the most important indicator required by tevaluators, linked to the greatest financial
sum in the transport sector, the indicator of regibtown connection to the motorway network, was
not filled in. The evaluators stress the importawédilling in this indicator, or replacing it by @&
indicator monitoring which concrete and completangport connections (motorway and first class
roads) will be realised. For example, the fast ceetion Hradec Kralové — Olomouc or Ostrava —
national borders in the direction of Zilina etc.

The indicators on the level of NSRF must follow tharpose of corresponding interventions. The
purpose of interventions in the transport sectamproving accessibility to corresponding regions,
as expressed explicitly in the formulation and dgs®n of the corresponding objective. The

purpose of interventions in the transport sectonat to build roads, as can be seen from the
proposed indicator. The evaluators cannot acceptpibssibility that money from structural funds

would be drawn to build individual segments of matays which would not be mutually connected

in the plan period. Yet, the proposed indicatorsacly point to this possibility.

In the initiator's opinion, the purpose of indicates to quantify fulfilling of given objectives,
although in the planning documents their particufacus is expressed in the strategy and
description of individual priorities, in this cage the planning document of OP T and in the project
documentation of given projects. On the level of RFS larger contribution of interventions should
be supported. These are expressed in the time-gawiicators on new roads and motorways.

Evaluating the impact of NSRF interventions

Evaluating the impact of NSRF interventions is dameng macro-economic modelling with the
HERMIN model. This modelling is based on methodisaduirements of the European commission
for evaluating NSRF and it is dealt with in a spagroject.

However, the ex-ante evaluators believe that evalgahe impact of individual interventions at

least on the quality level should be conducted mgtshe framework of macro-economic model.
Regarding the fact that NSRF is realised with hefpndividual OPs, such evaluation can be done
only using the evaluation operating plans or, aske with the knowledge of operating plan

priorities and their content. A detailed descriptiand explanation of the evaluation results is
presented in the complete version of ex-ante exadna. Only the most important conclusions are
presented here.
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Strategic Objective of NSRF Competitive Czech Econy.

The impact of interventions in this objective wilery likely take place with a certain time delay.
is also very probable that the outputs and resultsnot lead to the impact on NSRF level to such
extent as presumed due to barriers identified aithpact evaluation.

Strategic Objective Open, Flexible and Cohesive Saaty.

The interventions mentioned on the priority axesQf? Human Resources and Employment will
lead to a successful fulfilment of NSRF priorityguided that barriers of mainly institutional and
legislative character will be removed. In principtBey can be realised, in spite of objectionshe t
area of education and retraining programme quatiiywever, the evaluators are convinced that|the
parameters of the Czech social system can basiblilyk the existing focus of active labour market

policy. This can be shown on the worsening struetaf unemployed population from the point of
view of the length of unemployment which is not gnflue to a lack of jobs or insufficient
qualification of the unemployed. The chances toieeh objectives in this are, with regard to the
character of the social system, is significantipilied.

A general and, in OP, an unsolved problem of ESBgpmmmes is that they focus on partial
problem, dealing with only some phenomena (for eglankindergartens, family member care
allowing the caring person to study and look fgoh) or only to a certain extent. It does not alvgay

solve both offer and demand, but only some partsheim. In addition, the programmes are not
linked to corresponding activities in the area efarms of public administration which might lead

indirectly also to changes in legislation in orderincrease employee motivation.

Strategic Objective Attractive Environment.

The ex-ante evaluators had some doubts about @iefeasibility of transport constructions in the
extent resulting from the priority axes 2 and 4@P T. They considered the output indicators — that
is the length of the planned roads and highway&dooverrated several times or the cost of such
construction underrated. In the corrected versiaite( the finished ex-ante evaluation) of a given

OP the output indicator values are significantlyver. Similarly, in the priority axes of Regional
operational programmest2and 3 class roads and local communication) for South-yRsrth-
West, North-East and Moravia and Silesia regiore #xpected length of built or reconstructed

roads is probably overrated, regarding the realt @@she CR when compared to the proposed

financial allocations in corresponding prioritier these cases, the objective achievement of
presented priority axes, and achieving the objediof NSRF priority, is rather unsure.

Strategic Objective Balanced Development of Territoy.

The Integrated Operational Programme still cont@imsumber of various intervention areas whjch
are not too connected content-wise. However, th 50 contains some parts which are of quite
high quality and whose impact can be expected tsigeificant from the point of view of fulfilling
the selected priorities of NSRF. Especially theopity 1 of Modernisation of public administratign
and the support focused on regeneration of bloclat$é can significantly contribute to the NSRF
realisation. The interventions focusing on the asfructure for social service are essential for the
NSRF, their impact, however, will show only in @hit connection with other programmes focus|ng
on the way of using these establishments.

The interventions proposed in ROPs in the prioakes of regional transport infrastructure will lead
to adequate results which will contribute to fdiflg a corresponding specific objectives of
individual ROPs. The proposed interventions wikkate, to a certain extent, technical prerequisites
for decreasing negative impact of transport onéhgironment, yet these prerequisites will lead to
the fulfilling of this complex objective only underonditions of creating much more attractive
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public transport and establishing integrated tramsgystem for which the CR does not have
favourable conditions.

In the case of tourism, too much stress is put oreign tourists. The evaluators believe that the
potential of the domestic travel industry is noftfatiently reflected, and this holds for all ROPs.
The so called soft interventions in the area o¥é&landustry are proposed in a very general manner.
Regarding the absence of their logical interconedoess, a limited effect of intervention
realisation can be expected in this area.

In the area of integrated territorial developmentan be stated that even in spite of the expected
delay of the realisation of integrated developméing intervention system will be set up in such a
way that huge projects concentrated either tenattyr or thematically will be supported. Nothing
impedes this from the technological point of vieROP contains all necessary activities for the
realisation of integrated development plans in éineas of town regeneration and the development
of social service infrastructure in towns.

A great challenge is represented by the readiness willingness of participants, especially
municipalities, to realise these activities in amegrated, territorially or thematically concengat
way. It seems so far that towns and their represt@rds will prepare integrated development plans
as a series of freely related interventions, linkedether by an explanative strategy, or in better
case, as a project part of previously elaboratathaer wide strategies for town development.

The initiator accepts the presented critical naa@sl conclusions of the evaluators related to the
implementation of OPs. The recommendations in téxet part for operational programmes are also
considered to be an important document in approaghisks related to fulfilling the objective s of
NSRF. Their prevention or removal is one of impottéasks for NSRF realisation, for tuning up
and improving the implementation and coordinatioeamanisms of OPs and for maximising the
intervention value added.

14.7. Operational Programmes: implementation tool BNSRF

Between June and November 2006, the operationgrpmomes changed significantly. The chapter
devoted to operational programmes in NSRF is sidfit; clear and contains information required
at this level.

In the period from August to November, most oveddpetween operational programmes were
removed, interventions to be realised in ROP wemaricially strengthened and the concept of the
IOP was re-elaborated.

The number of operational programmes, the basitibigion of interventions and their relation tg
the NSRF priorities are, from the point of view @X-ante evaluators, acceptable and, in principle,
meet the requirements and recommendations of puewa-ante evaluations, with two exceptions:
» the priorities of the NSRF Strategic Objective Badad Development of Territory must be
supported by regional and urban specifications wofefiventions in thematic operational
programmes. Regardless the continuous recommemdatioex-ante evaluation this is still npt
the case.
* The Integrated Operational Programme, in spite mfegsential improvement and narrowed
focus, is for the moment only freely related to NISRriorities and only some interventions
contribute to their objectives.
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Strategic justification of all operational prograram(with the exception of the I0P) are based on
content logic and the requirements of NSRF priesti At the same time, the system of
administration and competition distribution is,daertain extent, taken into account as well, baith
the Government/ministry and regional/local levels.

A continuous problem is represented by the fact tive areas of intervention/priority and thei
description/operation proposed in OPs have, in neases énabling” character, even though the
last OP versions brought along positive changestardsituation is definitely much better than|in
the current programming period. The delimitation oftervention areas describes where
(theoretically) it will be possible to invest strwcal funds but it does not say what concrete
interventions/operations will be realised and supgxah

r

174

In accordance with General rules for SF, all ORs @moposed using one fund. One-fund plans, their
wide focus and in some cases related interventidos example OP R&DI, OP EC, OP E and
ROPSs) will require a very tight coordination amotig programmes.

This situation puts a great demand on cooperatimh @nified procedures of plan implementation
bodies. The evaluators are convinced that in three @ operational programmes such conditions|are
not created.

The ex-ante evaluators consider useful defining ditions for coordination between OP
interventions in the description of some OPs (fotample OP Research, Development and
Innovation and OP Education for Competitivenesswidweer, not all links have been identified. The
evaluators are further convinced that the requineimeesulting from NSRF are not sufficiently
elaborated in individual OPs and that there issk that when implementing OPs, they will not pe
taken into account.

14.8. Evaluation of community horizontal policies h the NSRF

The ex-ante evaluators recommended to include a si#ychapter into the NSRF strategy which
would directly focus on the issues related to honital topics. This chapter was included into the
NSREF. Its content and focus are for the NSRF texXtisient.

Besides including the subchapter of horizontal ¢spinto the NSRF strategy, it is necessary to
reflect these issues also in individual operatigoralgrammes.

14.9. Ex-ante evaluation of the chapter Managemenrd&nd coordination of cohesion policy in
CR for the period of 2007 - 2013

The final text of NSRF contains a comprehensivecdgsion of the prepared institutional structure
and mechanisms for management and coordinatiohetbhesion policy for the next plan period
on the state level.

This chapter shows a continuous weakness in a timong emphasis on a rather detailed
enumeration of powers exercised by individual bedi¢ the top of the implementation, financial

and control system rather than emphasising strategiconceptual principles which would allow

overcoming the current problems occurring during implementation of Economic and Social

Cohesion policy. When compared to the version frbfay 2006, some key components were
elaborated which directly react to the current pemrs and which were also negatively commented
upon in the previous evaluation — (i) changes ia timancial flow system, (ii) the area of personal

capacities development, or personal policy in thieese of Economic and Social Cohesion policy.
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The text of NSRF also deals with the administratissue and the issue of absorption capacity in
relation to final beneficiaries. However, some dtaure aroused by the formulation: "Absorption
capacity reaching to the regional levahould beensured by creating a complex net of contact
points whose task will be to provide informationdaassistance to applicants in the regions via all
operational programmes and types of support" (pb. $he evaluators are convinced that the
contact points — as purely technical measures — angot a sufficient tool to solve problems of
absorption capacity of the CR.

The initiator also does not believe that a net ohtact points (centre assistance) is a solutiothé
problem of absorption capacity. This tool is conteeggised as a strong foundation for a systematic
territorial support of absorption capacity whiclgreres mutual effect of activities financed witheth
technical assistance of individual OPs.

According to the ex-ante evaluators, the text a$ tthapter now meets the requirements put on this
part of NSRF even in spite of some continuing deficies.

14.10. Evaluating chapters System of financial flow of SF and CF via the state budget

The chapter "System of financial flows:.is very brief, it outlines some changes whoselgsdo
achieve speeding up the financial flows to the fipeneficiaries.

The understanding of the way of calculating natiooa-financing was made clearer and more
precise. In the next planning period it will be agdd not to the overall justified costs but onlythe
costs financed from public resources. This procedeliminates a high level of uncertainty related
to the estimates of potential co-financing by fil&neficiaries.

Of great consequences will be the statement on1pg§. claiming that "national programmes will
support only those areas which cannot be co-findntem European resources". Although, in
general, this rule can be welcomed, its applicatian be very unsuitable in some cases.

The final version of NSRF newly includes a chaptievoted ex ante verification of additionality.
Methodically, the analysis is based on determinialgvant expenditures in the same structure as
when calculating the additionality for the period 28004 — 2006, excluding the support of
agriculture and countryside development which wiht be included in the interventions from
structural funds for the period of 2007 - 2013. @ other hand, expenditures to support housing
were newly included.

We stress the fact that when compared to the ctipesgramming period, there is a high increase
of additionality (by ca. 62%), especially due to ancreased investment in the transport
infrastructure, growth of qualified investmentsdimced by regional authorities and the fact that
housing expenses were higher than expenses oruitgrie and countryside development.

According to the ex-ante evaluators, the assessmgbters meet the requirement put on NSRF.
However, we would like to point out the need to rifa the way of linking the national and
European programmes or, to be more precise, spegifways to ensure their complementary
character while respecting the principle of addiadity in individual cases.
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15. ASSESSING THE IMPACT OF THE NSRF ON THE ENVIRON MENT

Assessing the impacts of concepts on the environn(leereinafter referred to as the "SEA") is
regulated in the CR by Act No. 100/2001 Coll., ossassing the impacts on the environment, as
amended by Act No. 93/2004 Coll. (hereinafter rederto as the "Act on Assessment”).

The NDP was compiled before the NSRF. For the psgsoof the SEA, and following the
consultation with the MRD and the MoE (as the apprate authority in charge of the assessment),
was the NSRF accepted as a document that follow@n the NDP and summarises its principle
outputs. For this reason, the SEA was commencedhii®MNDP — however, the overall assessment
process also included an assessment of the NSRF.

The content and scope of the assessment was seét the conclusions of the findings proceedings
in compliance with Section 10d of the Act on Assesst, which was issued by the environmental
impact assessment department and the IPCC (Intergowvental Panel on Climate Change) of the
MoE.

The SEA process was launched almost at the same dsnwork began on the NDP and proceeded
alongside the compilation of the NDP, and later th8RF. The basic framework for assessing
individual parts of the NDP and the NSRF was a®ateference objectives for the protection of the
environment. The foundation for the setting of mefece objectives were objectives and priorities of
the existing relevant international and nationahceptual documents, an analysis of the state of the
environment and the main identified trends and pgois in relation to environmental protection in
the CR. On the basis of this assessment, the authhathe SEA proposed amendments and
supplements to the text of the NDP and the NSRBystem and indicators for monitoring the
impact of the implementation of the NDP/NSRF on #re/ironment and environmental criteria for
project selection within the framework of the suggent OPs. Within the SEA an evaluation of the
effects of the NDP/NSRF on public health and onatiens in the Natura 2000 system was also
carried out.

An important part of the assessment was the disounsm the results of the assessment and the way
in which they were taken into account by the autbbthe SEA, the Contracting Authority for the
NDP and the NSRF (the MRD), the author of the NDRl @ahe NSRF and the author of the ex-ante
evaluation of both documents.

For the information purposes and purposes of invgvthe public in the preparation and
assessment of the NDP/NSRF, the author of the SEiabdéished a website, on which the draft
versions of the NDP/NSRF, the outputs of the assesd and other relevant documents were
published on an ongoing basis. Interested partesdcalso register for an e-mail conference on the
SEA for the NDP/NSRF and send the SEA authors goest observations and comments on an
ongoing basis. At the initial stages of the SEAublic seminar on the SEA NDP was held.

Within the context of the NDP/NSRF SEA, individuSEAs also had to be coordinated for the
subsequent OPs. Workshops were organized togetitiertie Contracting Authority, hosting the
individual SEA authors, at which the outputs of thEDP/NSRF SEA were presented and the
possibilities and modalities of their use in thentext of the SEA Operational Programmes were
discussed.

The final phase of the SEA presents the opiniothef MoE after public discussion on the evaluated
documents. This opinion is a prerequisite for thgpmval of the documents by the Czech
Government. (Section 10g para 4 of Act No. 100/2@xll.). Public discussion on the NSRF of the
CR according to the SEA evaluation process was bel@7" November 2006. The final statement
of the MoE was published orf"December 2006.
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15.1. Process and Outcomes of the Assessment

All parts of the NDP / NSRF were assessed in théASEhe basic framework for the evaluation of
individual parts was the set of reference objediver the protection of the environment. These
objectives were set up based on the analysis dtieg strategic documents and they reflect current
environmental problems and topics in line with atiesues dealt with in the NDP/NSRF. The final
choice of the objectives was made so that theseaties respond to the content of particular
NDP/NSREF priority axes and priorities.

Individual chapters of the NDP/NSRF were assessedyba set of reference objectives — the
author of SEA gave, among others, the following reemmendations:

* to amend the analytical part of the NDP/NSRF,

» to amend and modify the strategy of the NDP/NSRF,

* to amend and modify the priorities of the NDP/NSRF,

» proposed the focus of particular OP’s contents.

These changes were proposed by the SEA author énfthm of direct modifications and
amendments of the working versions of the NDP/NSRRother significant outcome of the
assessment was the proposal of a system and iodschir evaluation of the impact of the NSRF
implementation on the environment, and environmietriteria for the evaluation and the selection
of projects submitted in concurring OPs. An assessnof the impact of the NSRF on public health
and European significant locations and bird terrés.

15.2. Participation of the Public in SEA

The participation of the public is an integral paftthe process of assessment of the impact on the
environment. Public meetings in the form of intratlory seminar and round tables took place in the
initial phases of NDP preparation and the assessiietihe impact on the environment. Given the
character of assessed documents, its target gragdavemost the expert public, including potential
beneficiaries of aid. Much attention was paid te thvolvement of the public in the SEA process in
the course of the NDP/NSRF preparations and ansassent of its impact on the environment,
respectively. The aim was to have the public effidly involved in the commenting on the
NDP/NSRF and its assessment of the impact on tve@mment. This was to happen in the initial
stages of both processes, so that the public cbaldctively involved in the NDP/NSRF drafting
and the assessment of the impact of the environmssit.

The public had an opportunity to voice their opinion the announced concept in the initial phase
of the assessment process about the impact of bB Nn the environment in 2007 - 2013. The
concept was published on 12 August, 2005 in the SHAformation System at
www.ceu.cz/EIA/SEA/Koncepce/. It was possible tamn@decomments within 20 days since the
publication. Based on the comments of the publicpaclusion of the declaratory proceeding was
published (also in the SEA Information System) bp&on 9 September 2005. The conclusion of
the proceeding stated that it is still necessargubject NDP to the assessment of the impact on the
environment and what the assessment should be édons.

The public was also informed of the SEA process panbllic meetings through information in the
media (press, radio). Press releases were cirallfde each phase of the preparation of the
NDP/NSRF and the SEA, they were distributed to ovadil and regional daily newspapers, specialist
magazines and radios. The comments gathered dutiieg “Participation of NGOs in the
commenting in NSRF (NDP) for 2007 - 2013" projecere also used in the SEA process. This
project’s focus was to include the NGOs in NDP/NS&&fting. Workshops were held in the initial
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stages of NDP preparations, whose goal was to dhice the participants to the current version of
NDP and to discuss the proposals of priority aX¢&Os were further informed by the web pages
www.cpkp.cz/regiony and by an email conference.efiresentative of NGOs was present at every
working group for the drafting of each OP.

15.3. Conclusions of the NDP/NSRF SEA

The author of SEA proposed an approving positioadahon the assessment of the impacts of the
NDP/NSRF on the environment, setting the follownwnditions:

A. Conditions for an approving position
To track the impacts of the implementation of NS&#the environment, i.e. primarily:

e to co-ordinate the incorporation of environmentadlicators proposed during the SEA of
NDP/NSRF into particular operational programmes amito their systems of
implementation (as indicators and criteria for exalon and selection of projects),

e to co-ordinate the linking of the monitoring systenof individual OPs to the project
evaluation and selection system using the enviramtaiendicators,

» toregularly publish the results of monitoring,

» to provide an adequate personnel and professicaaéddities in the field of environmental
issues within the system of monitoring of the NSR#pacts and co-ordinate adequate
capacities for these issues within the OPs,

* to negotiate the proposed overall system of momgprof the NSRF impacts (and
subsequently of individual OPs) with the Ministry Environment before its launch, in
particular the method of the environmental issuesbrporation into the whole system,

e to support and co-ordinate within the NSRF and Griplementation the provision of an
adequate informedeness on the environmental issug®n potential linkages of operational
programmes and submitted projects with the envirenin

To co-ordinate the incorporation of the environnamgsues in the system of project evaluation and
selection, in particular:

» to co-ordinate the selection and implementatiorpadposed environmental indicators into
the system of project evaluation and selectionaxfreOPs,

e to co-ordinate the linking of the system of the jgts’ environmental assessment within the
OPs with the monitoring system of impacts of thesG#dd NSRF implementation,

* to co-ordinate an adequate capacities for the emwirental projects assessment within the
respective OPs,

e to recommend the negotiations with the MoE (ingatby the MA of a respective OP) on
the proposed systems of project evaluation andcselg in particular on the method of the
environmental issues’ incorporation into the system

All the above mentioned conditions for the apprayposition have been met.

B. Conditions for approving position from the aspeaif the impact on significant European
locations and bird territories.

The NDP/NSRF shall not be of any negative influemcethe significant European locations and
bird territories on the condition that during theatization of the OPs the rules for protection loét
significant European locations and bird territonvadl be respected.
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A. NSRF Strategy description

Sustainable development

Sustainable GDP growth, improving quality of life

COMPETITIVE
CZECH REPUBLIC

Balanced regio-
nal development

Education

Competitive
business sector

Increase of the
employment rate
and emloyability

Development of
urban atreas

Support of
R&D capacities

Strenthening

social cohesion Development of

rural areas

Development of
the information
society

Reg. Compe-
titiveness and

Employ.(Prague)

Developing
a sustainable
turism industry

Smart
administration

Territorial
cooperation

Competitive
Czech
economy

Open, Flexible
and Cohesive
Society

Balanced dev. of
the territory

Improving
transpott
accessibility

Protecting and
improving the
quality of env.

Attractive environment

LEGEND Sibe Strategic objective Priotity
objective
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B. Description of the links between NSRF strategiobjectives and NRP measures

itsr;::eglc objective/priority of the Measure of the NRP

Competitive Czech economy

Competitive business sector
Support of R&D capacity for

innovation

Open, Flexible and Cohesive Society

Education

Increasing employment and
employability

Development of information society
Smart administration

%> The measure Secure the availability of human veses in the research and development sector wasyrsgded in

2006.

Increase public expenditure on research and
development in the year-on-year terms
Support investments into research

Increase intensity of the use of tools
protecting intellectual property rights by
research and development institutions and
enterprises

Develop innovative infrastructure

Improve access of innovative companies to
funds

Increase professional mobility through
effective retraining systems

Support cooperation of employers, employees
and educational institutions, as well as other
professional training institutions.

Support further training and education in the
business sector.

Secure the availability of human resources in
the research and development sector.?

Create a uniform nationwide high speed ICT
infrastructure.

Support the development and effective use of
ICT.

Facilitate the convergence of networks and
services that are part of the electronic
communications marketplace.

Facilitate on the security of networks and
information and the interoperability of ICT
services.

Modernize employment policies.

Reduce unemployment among young people
(25 and below).

Promote equal opportunities for men and
women in the labour market.

Increase the participation of older people in
the labour market.

Increase professional mobility through
effective retraining systems.

Curriculum reform.

Provide better access to higher professional
and university education.

Support cooperation of employers, employees
and educational institutions, as well as other
professional training institutions.

Improve the relations between initial and
further education systems.

Support permeability between the individual
levels of tertiary education.

Support further education in the business
sector.

Increase the IT literacy.

Implement a transparent process for the
evaluation of the impact of the new legislation.
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itsr;tl:eglc objective/priority of the Measure of the NRP
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C. Tables
Table 1: Basic information about the territory (as of 31 December 2004)
: . Area Population Populqtlon Number of local GDP. AT
SO e (km?) (1.1.2006) CLEEI 2 | government units LIRS
(population /km<) EU-25=100

Prague 496 (1 118161( 2 36( 1 143.(
Central Bohemia 110146 1158 104 104 1146 66.4
Southwest 176184 1179294 67 1124 64.3
Northwest 8 649.4 1127 447 130 486 59.0
Northeast 12 439.4 1483 424 119 111§ 60.9
Southeast 13 992.1 1641124 117 1376 64.9
Central Moravia 9122.1 1229 304 134 701% 56.7
Moravia-Silesia 5535]1 1250 769 2271 299% 58.2
Czech Republic 78 868.¢ 10251079 130 6 249 70.9

Source: Czech Statistical Office
*Note: as of 01/01/2005

Table 2: Dynamics of GDP in selected EU countriegquarterly, interannual change, percentage)

V. l. Il. M. V. I Il. IIl. V. l. Il. Il

2002 | 2003 | 2003 | 2003 | 2003 | 2004 | 2004 | 2004 | 2004 | 2005| 2005 | 2005
EU-25 120 15/ 0.7 10/, 16| 24| 294 22| 23] 08 17| 19
Euro area 1.2 1.1 0.1 0.6 1.1 2.0 2.6 1.8 1.9 0.6/ 1.7 14
Czech Republic 1.2 24| 31, 36| 36| 41| 45 46| 46| 47 51 :
Germany 0.0 0.3 -08] -05 03 20/ 21| 12| 13| -05 16| 13
Hungary 39 27| 25/ 294 36| 45 45| 39| 41| 298 41 :
Poland 15 26| 46| 38 42| 7.6/ 63 45 37 38 1.0 :
Slovakia 55 42| 4.0 45| 52| 54, 55/ 53] 58 51| 51| 6.2
United Kingdom 1.3 29 23 19| 3.0 294 32| 3.0 35 04 13 :

Source: Eurostat

Table 3: Amount of direct investment in the CR (CZK mil)

2002 2003 2004 2005
Registered capital 798 050.8 767 018.3 809 908.2 908 842,5
Reinvested earnings 215042.1 242 373.5 303 915.9 407 259,3
Other capital 152 426.2 152 391.8 162 672.0 175 462,2
Total 1165 529.1 1161 783.7 1276 496.2 1491 564,Q

Source: Czech National Bank; Note: as of January 1.

Table 4: Private entrepreneurs in the CR cohesion egions in 2003

: : Number of private entrepreneurs* NITIEET i priva_te en'grepreneurs per
Cohesion region 1000 inhabitants
2004 2005 2004 2005
Prague 288 344 289 116 246 246
Central Bohemia 216 932 220 439 190 192
Southwest 218 161 218 994 186 186
Northwest 193 592 194 686 172 173
Northeast 276 859 278 964 187 188
Southeast 281 069 282 797 171 172
Central Moravia 218 864 217750 179 177
Moravia-Silesia 192 463 192 488 153 154
Czech Republic 1 886 284 1895 234 185 185

* Private entrepreneurs: entrepreneurs - natureg@es; self-employed farmers; professions
Source: CSO
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Table 5: R&D expenses according to the implementatin sectors and cohesion regions in 2004 (CZK ths)

L = AN W R U U B X © S S e

Sector % of total
Cohesion region business govern- academic private Total expenses in the
mental voluntary Czech Republic
Prague 5902805 4704418 2601133 91925/ 13 300 282 37,9
Central Bohemia 6193 428 1042 562 132 1556| 7237679 20,6
Southwest 1228 244 352 909 378 398 22279 1981830 5,6
Northwest 526 512 33147 45 542 1388 606 589 1,7
Northeast 2694 044 280 570 430913 4051 3409578 9,7
Southeast 2 505 440 934 549 1047 928 5329| 4493246 12,8
Central Moravia 1532176 11 562 293 700 3906 1841344 5,2
Moravia-Silesia 1761673 65 153 383 447 2217 2212490 6,3
Czech Republic 22344328 7424871 5181193 132 652 35083 039 100,0
Source: CSO
Table 6: Forecast of development of the CR populatin according to the selected age groups (mean vang).
Age Calendar Year
Group 2002 2005 2010 2020 2030 2040 2050
0-14 1589766 1487148 140002 1408644 1274155 119700 117300
15-24 1439036 1346685 123863 934 613 976 058 893 32! 817 38
25-44 2964789 3110825 316575 2933382 2348098 209120 2 05059
45-64 2791716 2844634 288181 2918957 3196049 298003 2441 26
65+ 1417 962 1446 681 1596 811 2088338 2308078 263355 2 956 07
Total 10203269 10235978 1028304 10283929 10102438 979511 9438 33
Source: CSO forecast till 2050 (years 2002 and 2€f¥&ain real data).
Table 7: Harmonised unemployment rate (percentage).
12. 01. 02. 03. 04. 05. 06. 07. 08. 09. 10. | 11.
2004 | 2005 | 2005 | 2005 | 2005 | 2005 | 2005 | 2005 | 2005 | 2005 | 2005 | 2005
EU-25 8.9 8.9 8.9 8.9 8.8 8.8 8.7 8.6 8.6 8.5 8.5 :
Euro area 8.8 8.8 8.8 8.8 8.7 8.6 8.6 8.5 8.4 8.3 8.3 :
Czech Republic 82 8.1 8.1 8.0 8.0 8.0 7.9 7.8 7.8 7.9 79| 7.9
Germany 9.6 9.7 9.7 9.8 9.9 9.5 9.5 9.3 9.8 8.6 9.1 :
Hungary 6.7 6.8 6.9 7.0 7.1 7.1 7.1 7.1 7.2 7.2 72| 7.3
Poland 18.4/ 18.3] 18.2) 18.2| 18.1, 17.9] 17.9| 17.8| 17.7| 17.7) 17.6 :
Slovakia 174, 17.1) 16.9] 16.7| 16.6) 16.5| 16.4] 16.3] 16.2] 16.2| 16.2/16.0
United Kingdom 4.6 4.7 4.6 4.6 4.6 4.7 4.6 4.6 4.6 4.8 : :
USA 5.4 5.2 54 5.2 5.2 51 5.0 5.0 4.9 51 5.0/ 5.0
Japan 4.4 4.5 4.6 4.5 4.4 4.4 4.2 4.4 4.3 4.2 4.5 :
Source: Eurostat
Table 8: Unemployment rate according to the labourforce sample survey
Cohesion region 2000 2001 2002 2003 2004 2005
Prague 4.2 3.9 3.6 4.2 3.9 3,5
Central Bohemia 7.5 6.7 4.9 5.2 5.4 5,2
Southwest 6.0 5.7 4.8 5.2 5.8 51
Northwest 13.8 11.7 11.3 11.2 13.1 13,5
Northeast 6.9 6.2 5.3 6.5 6.7 5,6
Southeast 7.8 7.8 6.8 7.2 7.9 7,7
Central Moravia 10.6 9.5 8.8 8.6 9.8 9,7
Moravia-Silesia 14.3 14.3 13.3 14.7 14.5 13,9
Czech Republic 8.8 8.1 7.3 7.8 8.3 7,9

Source: CSO according to the data of the Admintsiraof employment services of the MoLSA CR
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Table 9: Technical infrastructure in cohesion regios, 2004

Percentage Of. Percentage offlats
Cohesion region popli;trigin\}z?hed(i):ect ﬁOpUIat'on DUler PIEiE CIEEiE connectgd to gas
water supply ouses connected to waste waters supply*
the sewage system
Prague 99.9 99.5 100 73.9
Central Bohemia 82.0 61.0 98.3 44.3
Southwest 86.5 81.6 88.6 a7.7
Northwest 96.6 83.8 93.7 68.2
Northeast 92.0 69.6 95.3 52.1
Southeast 92.1 79.9 91.4 72.7
Central Moravia 87.4 75.4 95.4 71.0
Moravia-Silesia 95.6 73.7 93.1 79.7
Czech Republic 91.6 77.9 94.4 64.1

*According to the Population and housing census200

Source: CSO

Table 10: Percentage of the NUTS level 2 regions'apacity of registered accommodation facilities fortourism
and number of visitors in the CR in 2004, CR =100

Accommo- Arrivals Overnight lodging
Cohesion region dation Rooms | Beds | Domestic | Foreign Domestic | Foreign
facilities visitors visitors visitors visitors

Prague 7.7% 18.9% 15.8% 6.4% 57.3% 4.0% 51.6%
Central Bohemia 7.3% 6.6% 6.9% 9.5% 4.4% 8.7% 3.7%
Southwest 18.6% 15.1% 16.9% 17.9% 8.1% 18.3% 7.1%
Northwest 10.9% 12.4% 10.8% 6.2% 8.8% 9.3% 16.2%
Northeast 29.0% 21.1% 23.2% 23.4% 9.9% 25.0% 12.3%
Southeast 10.8% 10.9% 11.1% 16.3% 6.8% 11.9% 4.5%
Central Moravia 9.3% 9.0% 9.2% 12.4% 3.0% 14.4% 3.1%
Moravia-Silesia 6.5% 6.0% 6.1% 7.9% 1.8% 8.4% 1.5%
Source: CSO

Table 11: Local government units ("LGUs") and population of the cohesion regions, 2004

. . : Number of Population/ NO.’ @ Lelde Urbar_1
Cohesion region Population LGUs LGU with town populatlon
Statute in %

Prague 1170571 1 1170571 1 100.0
Central Bohemia 1144 071 1146 998 74 54.6
Southwest 1175330 1124 1046 91 65.2
Northwest 1126 721 486 2318 74 79.7
Northeast 1480 144 1116 1326 11 68.5
Southeast 1 640 354 1376 1192 80 61.4
Central Moravia 1225 832 701* 1756 56 59.3
Moravia-Silesia 1 257 554 299* 4164 40 76.7
Czech Republic 10 220 577 6 249 1636 527 70.2

Source: CSO
*Note: as of 1.1.2005
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Table 12: Structural Funds drawing (within operatio nal programmes to 31 January 2007 in millions CZK

JROP 12869,2| 81823 13 637,3 4804,9 4578,0 49957
OP HRD 9029,1| 56031 9193,2 1024,2 1029,4 2 249,3
OP IE 74357 46982 7 053,0 2 076,3 2 035,0 2978,3
OPI 6954,8| 4437,1 5 956,2 3294,5 3413,7 3 634,4
OP Agri 4816,1| 2997, 5 040,7 2294,8 2 380,2 2112,6
Total Obj. 1 41104,9| 25917,9 40 880,4 13 494,7 13 436,3 15 970,2
SPD 2 2010,3| 1428,9 1631,0 712,6 749,3 737,9
SPD 3 1660,9| 1179,9 1621,5 288,7 294,0 544,4
Total Obj. 2 3671,2| 2608,8 3252,5 1001,4 1043,3 1282,2
ITERREG THA- 977,1 679,4 475,3 100,4 100,4 175,5
EQUAL 865,0 576,0 919,4 202,4 218,9 271,7
TOTAL SF 46 618,2| 29 782,1 45 527,6 14 798,9 14 798,9 17 699,6

Source: CSF Ministry for Regional Development *doed include projects related to the grant scherde0@.4.85/PL
Polish individual projects

D. Diagrams
Diagram 1: GDP per capita in PPS, EU-25=100

Economic performance, HDP/person in PPS, EU 25=100
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Diagram 2: Labour productivity

Labour productivity, EU 25 =100
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Diagram 3: Index of business conditions, 2005

Entrepreneurship conditions index (2005)

UK IE DK BE SE Fl NL DE LT EE AT EU25 ES PT Lv cz HU PL FR IT Sl EL

Source: World Bank — Doing Business; the index meas the quality of environment for business atiga
(possibility to launch business activities, regigiton demands, regulation of the labour marketgasdo obtaining
credit, protection of ownership rights, utilisatiofilicences, demands of tax payment and conclusidnternational
business contracts).
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Diagram 4: Overall innovation index and position ofthe individual states
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Diagram 6: Population structure in ages 25-64 accating to the highest completed level of education i %, 2004)
— according to the ISCEDf®
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Source: Czesana, V., Kaiddkova, A., Spv&tek, V. et al.: Competitiveness Observatory of tHe,005.
Diagram 7: Quality of tertiary education from the v iewpoint of competitive economy need€ (2004, 2005)
Quality of tertiary education from the viewpoint of competitive economy needs m 2004
w2005

=
o
-
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=
-
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Source: Czesana, V., Kaiddkova, A., Spv&tek, V. et al.: Competitiveness Observatory of tHe,005.

8 |SCED 97- International standard classification of educatismof 1997, which was elaborated by UNESCO and
which distinguishes 7 education levels (ISCED OI6)CED 0-2, i.e. population without education (ISCB), or with
only primary education (ISCED 1), or lower secongaducation (ISCED 2). ISCED 3-4, i.e. populatioittwhigher
secondary education (ISCED 3), or post- secondatgresion education (ISCED 4). ISCED 5-6, i.e. paidn with
completed tertiary education.

*" The question of the quality of tertiary education individual countries is addressed in the Inteiomael
Competitiveness Observatory issued by the Swissriational Institute for Management DevelopmentMDL The
quality of university education is evaluated inghDbservatory on the basis of questionnaire surimwyhich four
thousand respondents, constituting typical repriesimes from each of ca 60 evaluated countriese fa#rt.
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Diagram 8: Labour-force participation rate in the E U countries in % of the working age population, 204
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Diagram 9: Access of households to the Internet (réo of households in %)

Access of households to the Internet
(ratio of households in %)
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Diagram 10: E-Business, share in total turnover ofirms - 2004, 2005
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Diagram 11: Energy intensity of economy (gross engy consumption/GDP), 2004

Energy intensity of the economy (2004)
(gross energy consumption/GDP, kgoe/1000 EUR)
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Diagram 12: eGovernment, availability of twenty basc services on the Internet (2004)
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E. Maps

Map 1: Network of motorways and expressways in the&Czech Republic (2007)
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Map 2: Regions which receive concentrated state syort
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v

between years 2007 and 2013, the temporary sujpofterd to the regions delimitated by territory ©esky Krumlov,

weak regions till 2008 which were not included inlist of regions which would recieve concentratddts support
Tachov, Rakovnik and Vyskov districts.
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Map 3: Unemployment Rate in CR per NUTS 4 Regions31/12/2005)

Source: MoLSA
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List of acronyms

AA — Audit authority

CF — Cohesion Fund

CR — Czech Republic

CSF — Community Support Framework

CSG — Community Strategic Guidelines on Cohesion
CSO — Czech Statistical Office

CZK — Czech crown

EAFRD — European Agricultural Fund for Rural Devploent
EBN — European Business and Innovation Centre Nekwo
EC — European Communities

EEC — European Economic Community

EFF — European Fisheries Fund

EIB — European Investment Bank

EIF — European Investment Fund

EIS — European Innovation Scoreboard

ERDF — European Regional Development Fund

ESF — European Social Fund

EU — European Union

EUR —eurof

FDI — Foreign Direct Investments

GDP — Gross Domestic Product

ICT — Information and Communication Technologies
IE — inhabitant equivalent

IOP — Integrated Operational Programme

IPCC — InterGovernmental Panel on Climate Change
IRS — Integrated Rescue System

ISCED 97 — International Standard ClassificatiorEafucation of 1997, UNESCO
IUDP - Integrated Urban Development Plan

JROP — Joint Regional Operational Programme
LFSS — labour force sample survey

MA — Managing Authority

MCC — Management and Co-ordination Committee
MIT — Ministry of Industry and Trade

MoA — Ministry of Agriculture

MoC — Ministry of Culture

MoOE — Ministry of Environment

MOoEY'S — Ministry of Education, Youth and Sports
MoF — Ministry of Finance

MoH — Ministry of Health

MolIT — Ministry of Informatics

Mol — Ministry of Interior

MOLSA — Ministry of Labour and Social Affairs

MoT — Ministry of Transport

MRD — Ministry for Regional Development

CZ-NACE - Industrial Classification of Economic Acities
NCA — National Co-ordination Authority

NCPF — National Cohesion Policy Framework

NDP — National Development Plan
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NGO — Non-Government organisation

NRP — National Reform Programme of the CR, Natidnabon Programme 2005-2008
NSRF — National Strategic Reference Framework

NUTS — Nomenclature of Territorial Units for Stdits

NUTS Il — in the CR cohesion regions

NUTS Il —in the CR "kraj"

OP — Operational Programme

OP E - Operational Programme Environment

OP EC - Operational Programme Education for Contipetiess

OP HRD - Operational Programme Human Resources IDpreent
OP HRE - Operational Programme Human Resource&amuoyment
OP | — Operational Programme Infrastructure

OP IE — Operational Programme Industry and Entegsi

OP PA — Operational Programme Prague Adaptability

OP PC — Operational Programme Prague Competitignes

OP EI - Operational Programme Enterprise and Intioia

OP R&DI — Operational Programme Research and Dgreknt for Innovations
OP RDMA — Operational Programme Rural Developmert Blultifunctional Agriculture
OP T — Operational Programme Transport

OP TA — Operational Programme Technical Assistance

PCA — Paying and Certifying Authority

PE — Population Equivalents

PPP — Public Private Partnership

PPS — Purchasing Power Standards

R&D — research and development

RCE — Regional Competitivenss and Employment

ROP - regional operational programme

SEA - Strategic Environmental Assessment

SF — Structural Funds

Sl — overall index of innovation

SMEs - small- and medium-sized enterprises (indigld, companies)
STP - science and technology parks

TEN-T - Trans-European Network for Transport

TIA — Territorial Impact Assessment

WTP — Water treatment plant
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