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Local Autonomy Index for the European countries (1990-2014): Czech Republic (CZE)

Municipalities, as self-governing entities, exist since the first election to municipal councils held on 24 November 1990. Until 31 December 1992 the Czech Republic was a part of Czechoslovakia. Currently there are about 6,250 municipalities.
Number of municipalities
: Municipal expenditures as a share of GDP

	bil. CZK
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005
	2006

	municipal expenditures
	134
	135
	149
	163
	194
	212
	246
	256
	219
	242

	GDP
	1 885
	2 062
	2 149
	2 270
	2 449
	2 568
	2 688
	2 929
	3 116
	3 353

	
	7,1%
	6,6%
	6,9%
	7,2%
	7,9%
	8,3%
	9,2%
	8,7%
	7,0%
	7,2%


	bil. CZK
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	2014

	municipal expenditures
	242
	254
	280
	287
	270
	235
	239
	264

	GDP
	3 663
	3 848
	3 739
	3 775
	4 020
	4 048
	4 086
	4 266

	
	6,6%
	6,6%
	7,5%
	7,6%
	6,7%
	5,8%
	5,8%
	6,2%


Self-rule
1. Institutional depth
Czech municipalities perform two types of competencies: own and delegated. Delegated competencies are tasks which municipalities perform on behalf of the state and are taxatively given by law. 

Municipalities are independent in performing of own competencies, which are defined as issues in the interest of the municipality and its citizens and which are not delegated by law to the state or regions and do not belong among the delegated competencies (2001 - 2014; Law on municipalities 128/2000 §35 (1), 1993 -2000, law on municipalities, 410/1992 §14, 1990-1992 law on municipalities 367/1990 §14). Until 2000 the interest of the municipalities was specified as economic, social and cultural development and environmental protection of their territories.
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Czech Republic scores 3.
2. Policy scope
The general specification of own competencies gives quite unlimited space for municipalities to act in different areas. As there are about 6250 municipalities with size ranging from 20 to 1,2 million inhabitants there is always possible to find an example of a municipality which provides “incredible” services in any area. There was very little development over the entire period.

Education (1,5): Municipalities are obliged to provide primary education for children residing in their territory. They can either operate their own school or arrange education provision in another municipality. Municipalities finance the operation of the school, teachers´ salaries are financed from the state budget. If there is enough money and interest municipalities can influence the quality of the school building and its equipment, size of classes, teaching optional subjects etc.

Social assistance (0,5/0): Municipalities can found their own organizations and can award grants to other social assistance providers, but they do not provide any financial assistance.

Health (0/2): Municipalities can (but are not obliged to) found their own organizations (hospitals) and can support health providers through cheaper rents. The current public healthcare insurance is in force since 1993.

Land-use (1): Decisions regarding land-use (spatial planning) are in hands of municipal council, with some legal limitations in case of e.g. natural protection. Building permits are issued in the framework of delegated power, i.e., it is not the competence of the municipality although municipal employees issue them.

Public transport (0,5/1): The competence of public transport depends on the service area. Urban public transport is solely in hands of towns and cities, which usually have their own transport company. Currently there grow integrated public transport systems when different municipalities and the regions cooperate and co-finance the system.

Housing (1): The solely competence of municipalities. Municipalities became owner of vast majority of housing build between 1948-1989 and older buildings without an owner. They are free to rent or sell this property. Until 2008 there was in force quite strong central rent regulation, between 2009-2012 there was a transition period and since 2013 the rents are not regulated.

Police (0,5/1): Municipalities are free to establish municipal police; of course this right is used in bigger municipalities. The responsibilities of municipal police are defined by law. The law on local police (553/1991) is in force since 1992.

Caring functions (0,5/1): The arrangement regarding pre-schools is quite similar to elementary schools – municipalities are obliged to provide place in pre-school for kids in the last year before entering elementary school. Sharing of expenditures is the same: municipality provides the building and state finances the salaries, parents pay a user fee. Municipalities are expected to provide pre-school for kids above 3 years of age, however currently doe to the baby boom many municipalities not able to do so. Municipalities can also found nurseries for children under 3 years, but they have to fully finance it, so nurseries are extremely rare. However regarding services for elderly the obligation lies on the regions, municipal activities depend on the decision of the municipality (small do nothing, big do a lot).

The situation in 1990 to 1992 was changing gradually, in 1990 there were no self governing municipalities, the first election took place in November 1990 and the competences were transferred gradually based on new laws. Some of the laws were passed in 1990 or 1991 (e.g. transfer of property or municipal police). There was very strong role of the district offices until 1990 and the balance of power was slowly shifted to self-governing municipalities. During 1992 most of the attention was given to the division of the country, so all changes were postponed to 1 January 1993.

3. Effective political discretion

See policy scope
4. Fiscal autonomy

Personal and corporate income taxes and value added tax are shared among municipalities, regions and the state based on a formula given by law. Municipalities cannot change neither the tax rate nor the tax base.

Municipalities have some discretion regarding real estate tax - they can influence the tax rate through three types of coefficients and exempt from taxation agricultural land and real estate damaged by natural disasters. Current law on real estate tax (338/1992) is in force since 1992. The discretion increased slightly over time, but the general evaluation remains the same.

The previous law on building tax (143/1962) allowed municipalities to adjust the tax rate within given brackets.

Due to low volume of property tax (at a maximum it amount 4% of municipal revenues or 0,25% of GDP) the index was changed from 2 to 1.

Figure Property tax revenues (1993-2014, bil. CZK and share in total municipal revenues)
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 Source: 1993-1996 Provazníková (2007), for 1997- 2009 ARIS, since 2010 monitor.statnipokladna.cz
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Czech Republic scores 1.
5. Financial transfer system
Since 2001 there are only conditional transfers. Between 1993 and 2000 there was in place a system of equalization grants: in 1994 the share of unconditional grants was 19.1%, in 1995 10.6%
 and in 12.5 % 1999
 - so far below 40 %. Based on Peková (1995) it is clear, that the system between 1990 and 1992 was based on conditional transfers.

If we take the shared taxes as unconditional grants the evaluation changes, as indicated in the table. The figures between 1993 and 2000 are estimated, but none of them is really much closed to 60% so the score should be correct.

	
	
	1991
	1992
	1993
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	2001

	shared taxes
	0
	0
	19,5
	37,8
	51,0
	55,2
	57,4
	63,6
	67,6
	77,5
	78,8

	unconditional grants
	32,2
	29,1
	4,9
	4,3
	4,7
	2,9
	4,1
	3,8
	4,2
	4,8
	0,0

	conditional grants
	15,8
	19,4
	18,4
	18,7
	20,1
	19,3
	27,4
	25,1
	27,8
	32,1
	60,7

	 grants - total
	48,0
	48
	40,9
	59,5
	74,4
	77,6
	89,2
	92,8
	99,9
	114,8
	139,5

	share of unconditional
	67%
	61%
	55%
	69%
	73%
	75%
	69%
	73%
	72%
	72%
	56%


	
	
	2002
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	2010

	shared taxes
	86,9
	93,4
	101,2
	112,7
	113,9
	123,4
	136,0
	117,8
	122,5

	unconditional grants
	0,0
	0,0
	0,0
	0,0
	0,0
	0,0
	0,0
	0,0
	0,0

	conditional grants
	71,6
	99,7
	95,9
	61,0
	71,9
	72,8
	74,0
	84,6
	100,8

	 grants - total
	158,5
	193,1
	197,1
	173,7
	185,7
	196,1
	210,0
	202,4
	223,3

	share of unconditional
	55%
	48%
	51%
	65%
	61%
	63%
	65%
	58%
	55%


	
	2011

	2012
	2013
	2014

	shared taxes
	121,3
	121,8
	136,1
	144,1

	unconditional grants
	0,0
	0,0
	0,0
	0,0

	conditional grants
	89,5
	58,0
	58,8
	64,4

	 grants - total
	210,9
	179,8
	194,9
	208,6

	share of unconditional
	58%
	68%
	70%
	69%


Source: 1991 and 1992 Peková (1995) – data include also district budgets, 1993-1996 Provazníkocá (2007), 1997-2009 ARIS, since 2010 Monitor státní pokladny

Note: conditional grants between 1993 and 2000 are estimated as 14 % of total grants (the average of figures presented above).
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Czech Republic scores 1-2.
6. Financial self-reliance

As indicated above, municipalities have no discretion regarding shared taxes. Therefore among own revenues are included non-tax revenues (both current and capital because they come mostly from property management which is a local competence), real estate tax and fees (only a part of fees are local fees with local taxes characteristics but I am not able to find the figures in such a detail for the whole period). However the share is at the border of two grades only in 2012 – so is assigned because of this although the share is slightly above 25 %.

	
	1993
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003

	non-tax current revenues
	18,1
	20,6
	20,1
	20,1
	21,1
	22,9
	23,9
	24,4
	23
	23
	22

	capitel revenues
	5,8
	5,2
	4,4
	7,2
	9,6
	13,2
	36,7
	16,3
	11
	11
	12

	real estate tax
	3,0
	3,7
	3,8
	4,0
	3,9
	4,1
	4,2
	4,4
	5
	5
	5

	fees
	7,4
	3,7
	3,1
	3,8
	4,5
	4,3
	3,8
	4,2
	5
	8
	9

	total
	34,3
	33,2
	31,4
	35,1
	39,2
	44,5
	68,7
	49,3
	43
	47
	48

	share in total
	46%
	36%
	30%
	31%
	31%
	32%
	41%
	31%
	24%
	23%
	20%

	LAI score
	2
	2
	2
	2
	2
	2
	2
	2
	1
	1
	1

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	2004
	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	2014 (est)

	non-tax current revenues
	23
	22
	23
	24
	26
	27
	27
	29
	29
	28
	27

	capitel revenues
	11
	13
	15
	12
	15
	14
	13
	9
	9
	7
	7

	real estate tax
	5
	5
	5
	5
	5
	6
	9
	9
	10
	10
	9

	fees
	10
	11
	12
	13
	13
	12
	12
	12
	14
	16
	14

	total
	49
	52
	55
	54
	60
	59
	60
	58
	61
	61
	58

	share in total
	20%
	23%
	23%
	22%
	22%
	23%
	21%
	21%
	25,4%
	24%
	23%

	LAI score
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1


Peková (1995, 91) provides figures for 1990, when the share of own revenues (municipal taxes, other taxes and nontax-revenues) amounted to 23%. As there were no legislative changes until 1993 I expect similar values for 1990 and 1991.
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Czech Republic scores 1-2.
7. Borrowing autonomy

Municipalities can use borrowing for coverage of their expenditures (2001-2014 §7(3) Law 250/2000 on budgetary rules for local government) and borrowing is a municipal revenue (1990-2000, §23 e Law 576/1990 on budgetary rules). The borrowing is approved by municipal council (§85 of Law 128/2000, and §36a d) of Law 410/1992 and 367/1990). 

Existing balanced budget rule does not explicitly limit the purpose of borrowing: The annual budget must be approved as balanced, but at the same time it can be approved with a surplus if the revenues of the year in question are specifically intended for use in the following years or intended for repayment of a credit principal from previous years. A deficit budget can be approved only if the deficit can be paid down using financial means from past years or a contractually secured loan, credit, returnable financial aid, or by the yield from sales of the municipality’s own bonds (§4 (4) and (5) of 250/2000 on budgetary rules of local governments) the previous law (576/1990 on budgetary rules) does not deal with balanced budget requirement at all.

There is no legal limitation for municipal borrowing. The only regulation mechanism is ex-post monitoring of municipal financial situation as an early warning system. First generation of this mechanism was in force between 2004 and 2009, second generation is in force since 2010.

Between January and June 2002 the Law on municipalities (218/2000) set these limits:

approval by the Government was necessary for acceptance of credits from abroad and issue of municipal bonds and

a local self-governing unit could not accept a credit if its debt service exceeded 15% of the previous year’s actual budget.
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Czech Republic scores 3.
8. Organisational autonomy

Executives (mayor and members of the municipal commission) are elected from and by the council members. The council can decide if the election is secret or public.

Regarding the general election the council can decide, within a given bracket, the size of the council, i.e. the number of the council members. The council can also decide if the municipality is composed of one ore more election districts (of course this has effect only in big municipalities but it was a big issue in Prague and its districts several times).

Municipalities hire independently their own staff. The only exception is municipal manager, where the consent of the regional manager is necessary. The salary of employees is regulated. There are two parts of the remuneration: fixed and variable parts. Municipalities have some discretion regarding the variable part. (1992-2002 resolution 253/1992, 2003-2006 resolution 330/2003 and since 2007 the labour law 262/2006).

Municipalities are free to choose their organisational structure and establish legal entities and municipal enterprises as it is viewed as own competence (§ 35a of 128/2000, §14 of 410/1992 and § 14 (1) b) of 367/1990).
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Czech Republic scores 4.
Interactive rule
9. Legal protection

The Constitution (law 1/1993, art. 8) guarantees self-government of local governments. State can intervene in the activity of local governments only if required by protection of law and it may use only measures stipulated law. Municipal merges have to be approved by both (all) municipal councils and citizens may reverse this decision by in a local referendum (§14(4), law 128/2000).

Municipalities have recourse to administrative courts.
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Czech Republic scores 3.
10. Administrative supervision

The law on municipalities allows ministry of interior in case of own responsibility and the regional office in case of delegated responsibility to insist on change of any kinds of decisions which contradict law or other regulation (§123-129 law 128/2000). Similar regulation was in force before 2001 (§62-63, law 410/1992). There is however extensive list of legal and regulatory requirements municipalities must comply with.
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Czech Republic scores 2.
11. Central or regional access

The rules of legislative procedure of the government
 from 1998 prescribe that the municipal associations with national coverage should be consulted in case of related laws. The biggest municipal association was established only in August 1995.
CODING

Czech Republic scores 0-1.
� http://www.czso.cz/cz/cr_1989_ts/0201.pdf


� Personal consultation with Petr Tománek, 17 April 2015


� Peková, J. (1995) Finance územní samosprávy. Victoria Publishing. Praha, p. 195


�Own calculation based on information in � HYPERLINK "http://www.denik.obce.cz/go/dokumenty/Z_mf/rok_99/2_99/text2_99.htm" �http://www.denik.obce.cz/go/dokumenty/Z_mf/rok_99/2_99/text2_99.htm� 


� http://unpan1.un.org/intradoc/groups/public/documents/untc/unpan017496.pdf


� � HYPERLINK "http://www.vlada.cz/cz/ppov/lrv/dokumenty/legislativni-pravidla-vlady-91209/" �http://www.vlada.cz/cz/ppov/lrv/dokumenty/legislativni-pravidla-vlady-91209/� , article 5(1)c
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