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INCENTIVE METHODS OF REGULATION IN NETWORK INDUSTRIES

Alena BASOVA

Abstract

Incentive methods of regulation provide approprieteentives for regulated monopolies that provident with return
on the investments and protect all consumers fromamranted increases of energy prices. Consumeteption has
become one of the main policy objectives in Eur@pés paper aims to characterize regulation in gyesector in EU.
Most of European countries use two basis incemiethods of regulation: price cap and revenue capichv set
maximum of price or maximum of revenues for praligeods or services. These two methods are stietulaethod.
Price cap sets the price according to price capedwvhich reflects the rate of inflation within &g and increasing in
input prices. This method allows regulated entiteesetain profits made when they cut costs andavp efficiency. It is
a method that uses a system of incentives - reward=ficient behavior of monopolies or on the ttary a system of
penalties where monopolies do not reduce theirscastl do not follow society-wide goals.

Keywords

regulation, incentive regulation method, price cepjenue cap, energy sector, provided goods andcss.

JEL Classification: G31, G38, G33

Introduction

Regulation in general we can define as the
control, guidance and of steering economic acésiti

2. The regulation is seen as way of governing
(governance), while the government agency
taking care of the control and management of the
economy,

of the private sector, by State, to ensure economic 3- Regulation as a specific form of governmenthwit

efficiency, justice, security and health. This is
basically an effort of state through legislative

measures to prevent unwanted the enforcement of

activities of companies, or on the contrary encgesa

certain activities. Incentive methods of regulation
provide appropriate incentives for regulated
monopolies that provide them with return on the
investments and protect all consumers from

the use of a summary of the rules in solutions to
the economic problems.

Baldwin states that the reasons for the economic
regulation are: externalities, transaction costs,
asymmetric information, monopolies, scarcity of
goods, the need to provide public goods and, finall
the need to protect the interests of future geiversit
Regulation on macro level is an application of macr

unwarranted increases of energy prices. Consumereconomic elements of planning which are in market

protection has become one of the main policy
objectives in Europe. Protect the most vulnerable
consumers, apply each Member State individually,
taking into account the specific conditions of the
member country.

Theoretical approaches to regulation

Aim of regulation is the correction of negative
influence of natural monopolies in a market economy
so that it designed the regulatory rules for the
reduction of energy inputs.

As the authors Baldwin, Scoot, Hood reported:

1. Widest concept of regulation includes all the
mechanisms of control of the company,

economies known as indicative planning.

Regulation on micro level aims to create business
rules and their subsequent control. The aim isaate
a legislative framework for business activities and
eliminate information asymmetry in the relationship
between the producer and the consumer, further
support the competitive environment, preventing
abuse of dominant monopoly position by applying the
subsequent penalties for their illicit behavior.

In theoretical level a new point of view on the
regulation introduced Stigler (1971) that he anadyz
the benefits of the regulation. To Samuelson’s
conception of regulation in the public interest,ir
the interest of regulator, Stigler adds the inteoéshe
regulated subjects. The most widespread form of
regulation is the regulation of the public interest
which is aimed to correct market failures, elimingt
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information asymmetries and limit the impact of
powerful interest groups.

The theory of public interest intertwined with the
Olson’s theory, which analyses interest groupser t
theory "regulatory capture” which was elaborated by
Stigler, Peltzman and others. The theories whieh ar
based on an analyze of the interests is develdpng
Chicago’s school,. In Europe this point of view
represents the Toulouse School - the main
representative is Laffont whose refuse the regudati
because it is a tool to gain political power.

This problem is solving by the institutional
economics, which is oriented on social relationship
and institutional arrangements. The theory of
transaction costs is connected with problem of
asymmetric information, as Allen refers. In thise,
the regulator has a different level of informatiag
regulated enterprises (information about costs,
revenue, and demand) and the effective regulation
must set up the new rules for providing adequate
information from regulated companies. The negative
consequences of regulation are: Regulatory Capture,
information asymmetry and regulatory risk.

Regulatory Capture

The biggest danger of regulation is the possibility
of abuse, control of the regulatory body by regdat

monopolistic companies. These regulated companies

deform the aim of the regulatory policy according
their own interests. Regulated entities, enterprise
offer closure of tacit agreements and regulatory
regime is adjusted for their benefit, while somets
also offer remuneration to staff of the regulatoogly,
Next problem of the effective regulation are cross
subsidies and unclear, obscured costs. Large
companies their losses from unprofitable activities
compensate  from more profitable services and
therefore their costs are unclear.

Information asymmetry

Truthful information is the basis for the correct
setting of regulation. While the regulated subjects
have information predominance because they know
their cost conditions more detail as the regulateey
can earn monopolistic profits from these unclear
information. The reason is that the same regulatory

conditions must be offered to all enterprises dng t

the firms with lower unit cost earn more than osher
The solution is to find a compromise between
allocative efficiency (when the price is close to
marginal costs) and reducing the “information
profits.”

The regulatory risk results from these factors:

1. If monopolistic company expects further entry of
competitors to the industry and assumed that the
creation of prices will be closer to marginal coste
monopoly company’s is discouraged from a new
investments to new technologies and innovations,
because the rate of return of these costs is is
threatened .

2. Stricter rules to protect the environment.

3. Restructuring of monopoly companies to increase
competition in the sector. The regulator may
recommend the restructuring of monopoly companies
to more divisions or more companies and according t
activities or regions - horizontal or vertical segign.

These dangers in the regulatory process require
new rules for effective regulation. In economic
literature, as | have mentioned, there are foummai
reasons why state interferes to economy. There are:

1. The existence of public goods

2. Externalites (the polluted environment,
development of transport infrastructure, etc.)

3. The information asymmetry (as a single economic
entity prevails over the other in decision making)

4. The existence of natural monopolies.

The aim of optimal regulation is profit
maximization of regulated firmst). Net profit of the
company is:

n=p*q-TC (),

where:

p = unit price of production

g= quantity of production

TC = total cost of production.

The main objective of the regulator is achieved
through partial objectives: eg. ensure the fullest
possible coverage of the territory of a given sanat
the lowest price and in the shortest time. Achiexeim
of these objectives leads the regulator to the
application of various regulatory tools.
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Diagram 1: Tools the
regulator

Regulation regime

Penalties

Tariffs structure

Money penalty

Instruments of regulator

Tariffs level

Obligation of investment

Standards of quality

Continuance of contracts

Source: own processing according to studied literat

Chart 1: Constrain plane

Source: Train.K.E.:Optimal Regulation. Theory oftiNal
.ISBN 0-262-20084-8

Regulator to achieve their goals used mainly price
regulation which tools can be divided into three
groups:
1. The cost regulation of services (rate of return
regulation or direct price fixing)
2. Regulation - based on
regulation”).

This includes:

e Cap regulation - the determination of ceiling for
prices

* Yardstick regulation - Regulation of standards

e Performance regulation - regulation based on
performance

Franchise regulation
concession.

3. The hybrid control modes.

incentives ("incentive

the

regulation under

Isoprofit contour

Constraint plane

Monopoly.University of California,Berkley.$.31995. p 33

The most widely used cost regulation is the
regulation of the Cost - ROR - Rate of Return
Regulation, which belongs to the Non stimulant
methods of regulation. Income of the company is
defined as a allowed percentage of invested alapit
or total cost. In this method of regulation is gecu
return on investment and the creation of a readenab
profit, which does not exceed specified limit
controller. The disadvantage is that it does not
stimulate the regulated company to save.

The maximum allowed profit is located on the
constrain plane and it is the point A. The compeaxy
achieved profit, which is below the constrain plane
Regulation based on incentives (incentive regutatio
arose as an alternative to the previous cost régala
It is a type of regulation that determines the uppe
limit. For the first time was applied in the UK ihe
80s of the 20th century for companies providing
public goods. The diagram of this regulation ibel
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Diagram 2. Cap Regulation

| Cap Regulation |

I

Price Cap
Cap of current
prices

1
Tariff Basket
Cap of weighted
average prices

i
Individual Price

Capof individual
prices

Revanue Yiakd
Cap of salesper
unit of output

Source: own processing according to studied literat

Price cap regulation has several forms, but for
purposes of this article we will describe by Acton

a Vogelsang, who consider the Price Cap (regulation
ceiling) subject to the following conditions:

» State or his nominee regulatory authority
determines the maximum price that can be

realized in the market.

upper maximum limit is determined for the

basket of consumer goods and services,

maximum limit prices are exchanged at regular

intervals = regulatory period,

After determining the maximum price should not

change the way pricing.

Where:
i = quantity sold (provided) goods, of services ij
in period t-1
T = price of goods ij in period t-1

p
" = price of goods ij in period t+1.

Method "Revenue Cap" (maximum yield) can be:

Rt =Rt-1*((a *(Ot/Ot-1} + B(Ct+Ct-13 +3 )* [ 1+CPIt

Revanus Cap
Cap of achieved

sales

['h'uﬂam- Ravenue |
| Caprevenus
| with CP

Cap revenue only |
and other quantut','|

3 l:n;‘l_lll_: T T
with CP1 - X

Hybrid Revonue

Caprevenus
for sales and prices

Price Cap determines: Price cap determines:

1. The unit price of products or services accordng
the formula

Pti = (1+CPIt — Xt) * Pt-1i,

Where Pti is the price per unit of the ith of seed
(production) in the previous regulatory period.

2.The aggregate price of all products or servioss,
the following formula :

=T~
.ﬂ

(1+CPI-X)="=2

Mﬂ T-'MH

_. T

i=1 j=1

Revenue cap - fixed - determined by the maximum
individual revenues of goods or services by the
formula

Rt = (1+CPI -
Revenue cap — variable:

X) Rt-1.

—Xt).
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Where: Rt = revenues in period t

Rt-1 = revenues in period t-1 a,R¢ = formula parameters that express the weight of
Qt, Qt-1 = the quantities of product made in indicators such as the number of delivery points,
period t, t-1 amount of the harvested of the product, losses.

Ct, Ct-1 = selected cost items in period t, t-1

Table 1: SWOT analyze of Price cap

STRONG WEAK

Reliability Declining quality of goods and services
Orientation of companies to reduce costs
Increasing the efficiency of the invested capital The problem with setting the X factor
Higher profits

Benefit of consumers (lower prices) Preference short-term investments
Benefit of the shareholders (dividends above)

OPPOTUNITIES THREAT

Prices stable in the regulatory period

Appropriate determination X Factor Undercutting of productivity growth
Compliance with quality standards Unclear formation of prices

Source: own processing

Conclusion revenues, demand. Another problem of the effective
regulation are cross-subsidies and unclear, obdcure
costs. Consequences of the information asymmetry
are mainly used by large companies that losses from
unprofitable activities compensate fromthe more
profitable services, and therefore their costs
are unclear. So effective regulation must establish
rules for the provision of sufficient informationom

regulated entities. In order to increase competitio

the sector, the regulator may impose a monopoly on

to protect the interests of future generations. st the' division of more companies and by activity or

widespread form of regulation is to regulate in the regions. . _ o

public interest, which monitors the welfare of all For setting the effective regulation is important

citizens, focusing mainly on correcting market @also regulatory mode, while the EU prefers incentiv

failures, removal of information asymmetry and regulatory methods that bring economic effects for

mitigate the effects of powerful interest groups. also regulated entities in the form of return of
One of the possible negative consequences of investment. It brings Benefits for consumers o&thi

regulation is information asymmetry, when the I:c())rrzr;umOftior:e?#(leatl?)rs]sib:Ti;e %\;eé\r/::r\:v in Ofsu erlli(;rrg);
controller has a different level of information tha prion, P y ging supp

. . . well as continuous price reductions.
regulated entity, such as information about costs, P

The widest concept of regulation includes all the
mechanisms of control of the society, while some
authors state that the most important form of
regulation is economic one. The reason for economic
regulation are a few, are the most important
externalities, transaction costs, asymmetric
information, natural monopolies, scarcity of goods,
the need to provide public goods and, finally, tleed
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GLOBAL LOGISTIC CLUSTER: THE FUTURE SUPPLY CHAIN WI THOUT HUMAN
INTERFERENCE

Valentas GRUZAUSKAS, Rusné JEGELAVICIUTE, Mykolas NAVICKAS

Abstract

Globalization has dramatically changed the compagiiess environment. In the past, the competitsepavironment
used to be more stable and did not require the Iyugipain to be resilient. The disturbances haveseauthe supply
chain to increase costs and lead-time. Moreoves,dbnsumer trend for high quality products, witmimial costs and
just on times limits the competiveness of the sugmin. The majority of research recommends tdampnted logistic
clusters to minimize these negative effects anchtaiai competiveness; however the research doesomdider the
management part of the logistic clusters. The autlmdicate that a concept of cyber-physical systeasn be used to
limit the trade-offs in the logistic cluster managent. The main finding is that these technologiesbkes the supply
chain to gather information, process it and utilitbe information by using innovative technologieshsas autonomous

vehicles. The developed methodology based on thees#s can be used to implement a global logidtister without
human interference. The created methodology couimize the trade-offs in the supply chain, whick aecessary
with the current understandement of supply chainagament.

Keywords

Supply chain, logistic cluster, industry 4.0, s#ifren vehicles, innovation

JEL Classification: L91, P25, O32

Introduction

History has revealed the need of innovation and
technological development. In the past our ancestor
gathered herbs, later started growing crops aneldbre
animals. In the 18 century, the industrial revanti
began. New types of manufacturing processes
appeared which minimized the production costs
dramatically. Today due to developed innovative
technologies (e.g. internet) it's necessary to gkan
the way of thinking like in the industrial age atu
start thinking innovative as it should be common an
information age. The rules that worked in the 20

much faster and cheaper. The result of that is
globalization, which pressure every enterprise is
feeling. The internet allowed all people to easily
access products and services from around the globe.
Companies like Amazon, Uber would have been not
possible in the past. Uber is the world's largesd t
company, which owns no vehicles. Facebook is the
world popular media owner, which creates no content
Alibaba is the most valuable retailer, which has no
inventory. Companies with minimal owned capital are
growing rapidly. Currently the competitiveness
advantage shifted from cheap production to
distribution of services, information and products.

century are not working today, because new conceptsProduction costs has gone down dramatically inrece

developed - Internet, Internet of Things (IoT),
autonomous vehicles, e-platforms, robotics etc.s€he
innovative technological developments are heading
towards a fully industry 4.0 concept which still is
developing and currently is only a scratch of the
surface. Many people might argue if technological
innovation will really reach higher peaks, howetres
lessons provided from the history can prove it.

The whole economic cycle is based on
expenditures, income, credit and how fast evergthin
is done. Newer production methods, processing types
information flow are increasing the productivity,
which directly influences the growth of economy,
therefore innovations, which increase productigitg
inevitable. The best innovative technology, which
made a huge impact to the world’s economy is
internet. Internet allowed to distribute informatio

years, however needs
optimization.

The innovative approach indicates are shift of
business models in the industry, however innovative
technologies implementation in the supply chain can
also cause the industry to adapt to the information
based businesses. The necessity to innovate tipgy/sup
chain can be also recognized from the food indisstry
case. By 2050 it is estimated that the world pdjparia
will reach 11 billion people, which the majority of
them living in urban regions (Parfitt et al. 2010),
(Food and Agriculture Organization 2015). The
current supply chain is ineffective and producdsta
of food waste, therefore the current supply chairstm
be changed. The authors’ literature analysis ind&a
the most influence technologies for the supply chai
which connects information gathering, processing) an

the supply chain still

12
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utilization concepts is cyber-physical systems. The The Necessity to Innovate the Food Supply Chain
implementation of these systems together with a

global logistic cluster can provide efficacy to the One of the key industry’'s which will face
current supply chain. The created methodology challenges in the future is the food industry. The
recommends forming a global logistic cluster, which consumer is demanding for qualitative food, which
management would be controlled through would be organic and would fit their needs. The
technologies. This approach could change the curren obesity problem is rising dramatically, especialty
supply chain and provide more sustainable supply the USA. Unfortunately, the problem is still not
chain management. Currently many researchers urgesolved and in the future, it can get even worse,
to make trade-offs in supply chain management, because of several reasons. Firstly, the world's
however by using innovative technologies the trade- population is expected to reach nine billion by @05

offs can be minimized and low costs and low
environment impact can be achieved.

(Parfitt et al. 2010), which will increase not orhe
food demanded but the necessity to reduce lead-time

Therefore, the goal of the paper is to develop a “As the entire farm to fork cycle is being squeered

methodology for global logistic cluster by using

provide short lead times and efficiency, supplyicha

innovative technologies for management aspect. To designs have to rely heavily upon logistics and

accomplish this goal several objectives must be

accomplished:

1. lIdentify the problematic areas of the current
supply chain;

2. Identify the most influence innovative
technologies to the future’s supply chain;

3. Model a methodology for a global logistic cluster
implementation.

warehousing functions that provide temperature
conditioned transport and storage, and increased us
of advanced information and communication
technologies. Recent research states that in pdbtissh
product supply chain design, a trade-off should be
made between transportation costs, shortage costs,
inventory costs, product waste and expected stielf-I
losses and quality decay” (Dani 2015).

Figure 1: Food consumption, major commodities (kgar)

_ 2000
=
= 1500
Z
1000
500 I
Cereals  Roots/tubers Sugar Veg oils Meat Milk
m2005 w2050

Source: own processing by Food and Agriculture @rgation, 2015

Consumers not only need a variety of food, but
also organic with as less as possible of chemiads

developing countries and poor harvesting/growing
techniques are likely to remain major elementshim t

pesticides. The demand of food demand will increase generation of food waste (Parfitt et al. 2010). o

dramatically (see. figure 1) due to population giow

Currently there a huge problem in the food supply
chain, because the lead-time and clarity is not
sufficient, therefore there is a lot of waste obdo

“Between the farm and the fork, roughly a quarter o
food calories are lost or wasted” (World Resources
Institute 2013). The lack of infrastructure in many

difficulty that awaits the food industry is urbaaiion
level. Urbanization will continue at an accelerated
pace, and about 70 percent of the world’s popuiatio
will be urban (compared to 49 percent today) (Food
and Agriculture Organization 2015). The urbanizatio
will cause huge problems to the supply chain.
Currently, the urban logistics costs consist of 28%

13
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from the total logistic costs, which makes the ésitg information gathering, processing, utilization and
part (Lau 2014). The consumers not only demand for management, most, be overviewed in order to model a
quality and fresh products, but also delivery teirth proper methodology for supply chain management.
doorstep, because everyone lacks time now. This The concept, which combines all these aspects is
problem can be solved by promoting the small-scale called Cyber-physical systems (CPS). This systems
farmers, which should fulfil the food demand. “Smal  combines several functions, which helps to not only
scale farmers produce over 70% of the world’s food connect the physical world to the internet, bubals
needs (Nations 2015)". These trend will cause the allows for the system based on the processed data
supply chain to be even more complex and increasedmake decisions. These functions are integration,
complexity will limit the supply chain’s ability to  sensors, information and data processing, automatio
cope with disturbances. In the future disturbartces  and control, networks, actors, adaptability. Fyrstlis

the supply chain will increase even more due to important that all the supply chain members carehav
decreasing population density and changing climate. a certain integration level, which would provide
Chistopher and Holweg (2011) stated that current visibility to the chain. This can be achieved thgbu
supply chain management models emanate from asensors, which can gather information from the whol
period of relative stability, and second, that ¢hes supply chain. Visibility improves decision-making,
considerable evidence that we will experience however data processing is essential to increase th
increasing turbulence in the future (Christopher & efficiency of the supply chain. The current
Holweg 2011). For the supply chain to be effective  technologies focused on decision support systems,
the future collaboration and open data must be however today with automation and control the
promoted, however then many difficulties awaits, system it can make decisions instead of human's e.g
which must be solved by using computers and not autonomous vehicles. For the system to be effgctive
human interference. Otherwise, it will be impossibl  everything must be connected in to a network with
to reduce food waste and maintain high qualitylleve certain actors, which helps to manage and prodess a
Therefore, it is necessary to promote innovatians t the information. Lastly, the system must be

secure economic growth and better life quality. adaptability - have the ability to change itselédad on
previous experience. The CPS concept is being

Innovative Technologies Influencing the Supply analysed by various institutes around the world. Fo

Chain instance, ehe research for CPS in Europe is multi-

dimensional with several European actors - European

In the past enterprises had 1 accountant for 3 Union, the Joint Technology initiative (ECSEL) and
people, however today due to technological growth International Test and Evaluation Association (IEA
the cost of communication has decreased The EU estimated the impact of CPS for economic
dramatically. The world’s the GDP per capita, which growth and increase in employment of around
increased approximately 10 times due to technaddgic 250,000 jobs with more than 100BEuros of additional
growth. Innovations in the supply chain has also investment (Commission 2013). It might seem that
optimized the whole process of management. Internet these systems will remove human interaction in the
of Things allows to gathered transportation supply chain, however it is simply a shift of skill
information in real time. The gathered informatisn Frazzon et al. (2013) identifies that even thoudtsC
analysed by using the big data concepts, whiclwallo  strongly rely on technological advancements, the
making micro decisions in the business process;twhi  creativity, flexibility and problem solving compeize
were not possible in the past. Some people mak thin of human stakeholders is strongly needed for their
that this is already an industry 4.0 concept, hardy operation (Frazzon et al. 2013). The CPS conceapt ca
is only the scratch of the surface what will begiole also reduce costs in terms of maintenance. Rise of
with a fully autonomous supply chain (pwc 2016). cyber-physical systems (CPSs) and smart, connected
The autonomous vehicles already are being testad as equipment paves the way for additional opportusitie
public transport method to replace taxis, buses etc for the service business among the lifecycle andtgi
(Bloomberg 2016). People can order autonomous of traditional maintenance, repair and overhaul
vehicles to pick them up and to drive them where (MRO) service business (Herterich et al. 2015).
needed. This will utilize the roads, vehicles aimdet Oborski (2016) also identifies that connection of
even better than traditional transports. A similar technical systems, machine tools and manufacturing
situation will be possible with the supply chairhel processes monitoring with advanced information
newly developed autonomous trucks will change the processing seems to be one of the most important
industry, as we know it. Recently an autonomous areas of near future development. It will play
truck made its first delivery in the USA (Bloomberg important role in efficient operation and
n.d.). These all innovative equipment will influenc  competitiveness of the whole production systenis It
the current supply chain. A concept, which includes also important area of applying in the future CR& t
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can radically improve functionally of monitoring
systems and reduce the cost of its implementation
(Oborski 2016). Trappey et al. stated that CP$és t
core technology enabling the transition from Indyst
3.0 to Industry 4.0 and is transforming global
advanced manufacturing (Trappey et al. 2016).
However, for supply chain management this concept

must be implemented not in an organization scale, b
in a region, or country scale. Tachizawa et algests

that smart cities and big data alone have limited
capacity of improving supply chain management
processes, but, when combined, they can support
improvement initiatives (Tachizawa et al. 2015).

Figure 2: Global logistic cluster formation methodiagy
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To effectively use the cyber-physical systems a
logistic cluster should be formed. Fig 2. Identfibe
key criteria, which should be considered when
formatting a logistic cluster. Firstly, the membéos

Industries located in a strong cluster registehéig
employment and patenting growth. Regional industry
growth also increases with the strength of related
clusters in the region and with the strength ofilgim

the cluster should be chosen based on computability clusters in adjacent regions. We also find evidarfce

criteria and commitment. The members should by
compatible and should be working in a common
industry. In addition, they should decide on a prop

commitment level, which is necessary for a useful
logistic cluster formation. Mainly, there are too

the complementarity between employment and
innovation performance in regional clusters: bdté t
initial employment and patenting strength of a ®@us
have a separate positive effect on the employnmaht a
patenting growth of the constituent industries.afin

approaches to have competitiveness advantage for awe find that new regional industries emerge where

supply chain. The supply chain can be flexibilligyve
an ability to quickly adapt to changes in the chain

there is a strong cluster (Delgado et al. 2014).
Buxmann et al (2008) identified that the centralize

have redundancy, anticipate and be prepared to dealcoordination scenarios usually lead to superionltes
with upcoming disturbances. The management of the compared with different decentralized approaches in

cluster and the best combination of these appreache
can be obtained through cyber-physical systemsn The
the logistic cluster can maintain sustainabilityl @ost
effective performance, which would lead to a long-
term competitiveness advantage.

Implementation Possibilities of the Global Logistic
Cluster

The benefits of collaboration and logistic
cluster formation has been widely researched. Nie a
Sun (2015) identified that search costs are an
extremely important factor in the formation of
industrial clusters that can give rise to industria
clusters in certain industries (Nie & Sun 2015).

the field of procurement planning and distribution
planning (Buxmann et al. 2008). Lee et al (2014)
results show that collaboration visibility positiye

influences overall supply chain performance, as
measured by operational performance (Lee et al.
2014). However, only a limited amount of research
amplified the management aspect of collaboration.

To successfully implement the innovative
technologies in the current supply chain a worldewi
logistic cluster should be implemented. The maeaid
is to share information between the members of the
cluster, to process it and to utilize the inforraatby
using self-driven vehicles. To accomplish this
multiple warehouses should be development in the
continent, between which self-driven vehicles would
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drive continuously. By gaining enough members, the trucks or drones. However, the practical
trucks should always be full by gathering partial implementation possibilities of this approach has
freight. Later, from the central warehouse the carg many limitations.

would be distributed across the region, which senall

Figure 3: Global logistic cluster methodology

g —
S e B[ A

Suppliers of Production and Central Distribution
raw material processing plants warehouses centers

Pl
T
LW

S22

127
End-consumer
Pick-up points

Trains

Ships

Self-driven vehicles

adfy voepodsuel |

Drones

il
Information from supply
chain

Y

(=

Social media
and legislation news

o P e

Information from smart cities

— = — | —

Model's validation

Cloud server

Information processing Models history and results

Artificial Intelligence for Supply Chain Management

Source: own processing

Imagine a possibility that a large number of there are various sources to prove it (DHL Trend
enterprises can communicate together through a Research 2014). However, there are many limitation
platform, place orders, which would be picked ughwi  in the practical implementation of the fully
autonomous vehicles, they would be delivered to autonomous supply chain concept.
consolidation centres and then distributed aroimed t The current technological level still has limitais
region. Small quantities would be delivered with which must be addressefjutonomous vehicles must
drones, while larger ones with smaller autonomous communicate with everything around them, to do so
vehicles. In addition, computers would do all abth extremely short information transmission time are
artificial intelligence (see fig. 3). The proces§ o necessary for trucks to communicate together when
human thinking still needs to be reproduced by the they meet each other in a crossroad. Elon Musk is
computer, however even today there are super planning to launch satellites which would cover the
computers developed, which shows tendencies whole globe with Wi-Fi, therefore these limits are
towards a full artificial intelligence. Watson isaper only temporary (The Guardian 2016). Many cities
computer, which can describe and answer complex infrastructure lacks the concept of smart cities.
qguestions, which are creative and has a hidden Internet of things concept has developed dramétjcal
meaning. The computer system was specifically however it still lacks adaption to current
developed to answer questions on the quiz show infrastructure. The smart cities concept allows to
Jeopardy!. In 2011, Watson competed on Jeopardy! optimize energy efficient, but also provide useful

Against former winners Brad Rutter and Ken
Jennings. Watson received the first place priz&lof
million (IBM 2012). Imagine similar computers like

information to such kind of distribution systems,
however they still lack a lot of capital and
restructuration. However, many cities are startiog

Watson can make business decisions instead ofsee the potential and change their environmenitto f
people. Can a fully autonomous supply chain without the need of the upcoming industry. E.g. Singapore,

human interference be a reality in the future? ulo
say that defiantly, and that it is a necessity dosd,

USA, Netherlands. Artificial intelligence based
business decision making involves a lot of risk &nd
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not guaranteed. Business decision-making process ispeople simply need to change their habits, skitid a

complex and it is even harder to reproduce thege®c
with artificial intelligence, however there is ady a

lot of computerized processes, which enables real-

time business decision making. However, a fully
autonomous supply chain still lacks the correctlev
of artificial intelligence. The combination of
information gathering, processing and utilizatian i
just developing. The next difficulty when
infrastructure, data and algorithms will be avdiab
will be a difficulty to combine everything together
Currently the cyber-physical system concept is dpein
used in the production area, however the supplincha
still is under development. The biggest problem lfou
be to store every information in a server and based
that information an artificial intelligence shoukharn
and teach itself how to make better decisions. The

mind-set. Those who will adapt to the changes will
thrive and other might wait too long, but it is
necessary to understand that is better to dig & wel
before the water runs out. Due to technologiesgefew
and fewer people can generate the same value as
hundreds of people in the past. The result of that
growing economy and growing unemployment rates.

Conclusion

The current supply chain management strategies
has been conducted based on previous experience.
Previously, the business environment did not change
so drastically and there were no problems dealittig w
disturbances. However, now the changed in
competiveness environment and customer trend for

data can be gathered and algorithms are availablehigh quality services, just on time with minimalst®

which could start making decisions, unfortunate the
storage devices must still be developed, to maintai
all the data that could be generated through tpplgu
chain. The government still lacks policy related to
open dataFor this kind of model to work data must
be available from everything and to everyone.
However, people has mind-set that you need to
compete and not share information. However,
speaking about optimization possibilities it is
necessary to share information in order to fulljiag

the autonomous vehicles. Currently a lot of trucks

drastically changed the current supply chain. The
authors identified that innovative technologies
development can limit the negative effect of the
competitiveness environment. The importance of
logistic cluster has been widely researched irptms,
however the management aspect was not amplified as
much as needed today. The authors of the paper
determined the main technologies, which must be
adapted in the management process of logisticerlust
By using cyber-physical systems for the management
of logistic cluster long-term competitiveness

must stop and rest, which does not increase the advantage can be achieved. These findings are

efficiency of the supply chain. Moreover, regarding
the food supply chain, during this time the pothatito
the environment is also increase,
refrigerator must run all the timé. discussion is also
about the safety of autonomous vehicles. Who vell b
responsible after accident? How can we limit the
potential danger of the vehicles? What kind of
problems can we face with hackers? Lastly, thetle wi
be a lot of social and economic change, when the
whole industry 4.0 concept will be implementedhe t
economy. Development of autonomous technologies
will lead to many social and economic difficulties.

lot of people usually faces change in a negative. wa
Because they feel secure and think why should |
change? However, these kind of technology
development will destroy a lot of working positions
which currently may seem impossible to live without
E.g. accountant, expeditors etc. (Bureau of Labour
2015). However, technological innovation is notaal b
thing. Many opportunities arise due to the changt a
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SOME REMARKS ON PARADOXES IN MANAGING COMPANY - SEL ECTED AREAS
PERSPECTIVE

lwona GORZEN-MITKA, Monika SIPA, Andrzej SKIBINSKI

Abstract

The globalization is challenges in every organmatiUndoubtedly, today’s organizations face theessity of dealing
with a growing number of various tension and risictbrs-generators. Nowadays, as stressed many nesaa,

management studies referring to paradox theoryr gféav and vital insights into an array of organietal tensions.
Paradoxes has been widely researched in the scibtecature, nowadays also in the management lig@ The

authors of this publication have taken into accoanvide range of international research literatufEhe aim of this
paper is to theoretically refer to the problemsafadoxes in selected areas of management. Therutidicated the
contradictions emerging in the areas such as: nelhagement, innovation and demograpftye literature on paradox

theory suggests the existence of four differenésypf paradox: namely, the paradoxes of organizjmeyforming,

belonging and learning
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paradoxes, risk management, innovation, demogcapticesses

JEL Classification: D81, G32, M21, J20

Introduction

The first studies exploring problems of

organizational tensions and processes of paradoxes

appear in the late 1980s (Quinn, Cameron 1988;
Smith, Berg, 1987). The literature on paradox theor
suggests the existence of four different types of
paradox: namely, the paradoxes of organising,
performing, belonging and learning (Jarzabkowski et
al., 2013; Lewis, 2000; Humphrey et al. 2017) that
may be found at different levels within an
organisation. The paradoxes that appear contribute
to the creation of innovation, both at the timetof
release of tensions and of limiting them. Tensions
may apply to the conflicting objectives, activities
and processes, as well as to the significant
restrictions. The settlement and the decision requi
a prior solution that would help maintain the bakn
between the contradictions and the intention of
achieving an objective (Urbanowska-Sojkin, 2016).

In the field of strategic management, De Wit and
Meyera (2007) point to the need of shaping the
tension between the two opposites which are
difficult to reconcile due to their mutually excius
nature. These opposites include: logic and crewgtivi
deliberateness and spontaneity, revolution and
evolution, markets and resources, reflex and
synergy, competition and cooperation, subordination
and free choice, control and chaos, globalizatiwh a
regionalization, as well as profitability and
accountability. Those behaviors and features that

maximize the likelihood of a company's major
success also maximize the likelihood of a total
disaster. Raynor (2007) points out that this peculi
paradox of strategy can be resolved by separating
the management of permanent choices from the
uncertainty management, in accordance with the
principle of the required uncertainty and the sigat
flexibility.

The phenomena are occurring in the enterprises
environment are very important, especially in the
context of aging and shrinking of potential labour
force (Tupd, 2013). The demographic paradox refers
to the proposition that there is an inverse refatio
between the number of children that people in the
developed countries, but also the in the developing
and emerging countries, actually have and could
afford to have in view of their constantly risingat
income. The term paradox results from the notion
that greater means would necessitate the production
of more offspring as pointed out by Thomas Malthus
(Wail, 2009).The conclusion is that nations or
subpopulations with higher GDP per capita are
observed to have fewer children, even though a
richer population can support more children.

Criticism of risk management as a result the
global financial crisis and contradictions in thiza
(by academics and practitioners point of view)
became the foundation of research in this area from
the paradox theory perspective (Power 2011, Mikes
2009).
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The aim of the paper was to theoretically refer to
the problems of paradoxes in selected areas of
management. The authors indicated the
contradictions emerging in the areas such as:
innovation, risk management and demography (fig.
1).

The remainder of this paper is organised as
follows. Building on the existing literature, inrdt
section we illustrate current trends in risk
management research from the tension perspective.
The next sections reviews the literature on paradox
in innovations and demography. Discussion of our
key findings and a conclusion complete the paper.

Figure 1: Number of academic literature in paradose
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1 Risk management from a paradox perspective

As stressed in the introduction, the issues of
paradoxes in risk management is a study subject
addressed by many researchers (Power 2BMiles
2009; Gorze-Mitka 2007, 2015,2016,2017;Tylec
2007 and others). Based on Lewis (2000) concept
most of researchers define paradox as contradictory
yet interrelated elements that exist simultaneoasly
persist over time. Describing the concept of paxado
in risk management, researchers highlight its
specificity and complexity, which are inherent
characteristics of the process itself (Sytze Kiagm
2015; Gorzé-Mitka, 2016, 2017; Humphrey et al.
2017; Mesjasz-Lech  2012). Using division of
paradoxes proposed by Lewis (2000) and extended by

identities in the work place; may be useful in
gaining a better understanding of risk
management failures (for example risk manager
may see a mismatch between their own, personal
risk preferences and the team or group's risk
culture (Humphrey et al. 2017; Gofzblitka
2017)

— learning paradox - comes from contradictions

between building on existing knowledge and

creating new knowledge (Smith, Lewis 2011);

especially relevant to risk management as
techniques and practices evolve in response to
new regulations and as new financial products are
created to meet changing market demands
(Humphrey et al. 2017).

It is important to stress that all four forms of

Smith, Lewis (2011) and Jarzabkowski et al. (3013
we can talk on paradoxes in risk management context
as following:

paradox may coexist, interact and cascade down
through an organisation - from the organisational
level, through to functional and individual levels

(Smith, Lewis 2011; Jarzabkowski et al. 2013).

Although various aspects of paradoxes have been
analysed in recent years, nowadays research on
contradiction in management is one of intensively
developed area. It is confirmed by, among other
things, the number of scientific works that analyse
problems in this area. In leading databases cayerin
management literature (SCOPUS, Emerald, Elsevier,
Google Scholar) there is an increase in the nuraber
publications addressing issues concerning on
management, risk, risk management in tension
. ] context. For instance, the number of papers on the
behaviour (Humphrey et al. 2017); subject discussed included in the Scopus database

belonging paradox - arises when individuals face j,reaseq almost threefold between 2000 and 2016
a conflict between their personal and social (Figure 2)

organising paradox - an entity seeks to create
overall systems to manage conflicting goals and
tensions between different parts of the same
organisation (Lewis 2000, Jarzabkowski et al.
2013; Sytze F. Kingma 2015);

performing paradox - reflects the contradictions
of being required to be both productive and
creative, efficient and effective, or to delegat¢ b
also to control; may arise, or be aggravated by
performance management and incentive systems
which encourage potentially contradictory
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Figure 2: Number of academic literature in paradand risk management area
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Analysis (Figure 2) showed dissection of the number the initial phase of the interest of researchets. |
of publications depending on the adopted combinatio should be stressed that in the period there has &ee
analyzed words. According to the search words threefold increase in the number of publicationthm

"paradox" an almost sixfold the number of analyzed area.

publications than in the case of search "paradekri Paradox perspective in the risk management occurs

and fourfold
combination

"paradox+management”. The last most often in conjunction with the analysis of
provides the lowest number of proplems in economics, business and social sciences

publications. This indicates, on the one hand, pyrtherin the order they are issues of decisiokinga

considerable interest in the issues of paradoxrskd  and economics, econometrics and finance. Detail is

in other areas than management, on the other handpresented in Figure 3.
this matter on the basis of management science is i

Figure 3: Top subject areas in academic articles paradoxes in economics, business and social s@snc
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The context of tension in risk management most extent, on their active participants — the innoksto
often appears in connection with analysis of such The rapidly growing complexity of global markets
problems as: organizational culture especially risk and value chains, contribute to the fact that
culture (Gorzé-Mitka 2015,2017), heterogeneity of innovativeness is not only the most important growt
management system or environment. The context of factor, but also a key factor impacting the
tension in risk management most often appears in management of the supply chain. (Deloitte, 2005) A
connection with analysis of such problems as: paradox appears also in the field of managing

organizational culture especially risk culture (Gr innovations and innovativeness. The growing interes
Mitka 2015,2017) or heterogeneity of management in these issues can also be seen for example in the
system (Mikes 2009). growing number of publications concerning this

subject. (since data base - Since Direct) (fig.2)

Innovativeness is related to long term planning,
and creating innovations is expensive and includes
_ _ risk of failure. (Kay, 1996; GoraeMitka. 2007) What

Innovations are an inseparable element of the i most important, the effects of efforts undertaie
contemporary world. There are many authors who thjs field are not immediately visible. An innowaii
indicate that innovations are the determining faftio strategy constitutes the long term plan prepared in
the international competitiveness of enterprises grder to carry out an innovation. It is a part of a
(J.Kay, ~ G.Hamel, _ M.Porter,  C.K.Prahalad, gevelopment strategy and is strictly related with i
P.F.Drucker, et al). They define the competitive |nnovation strategies are usually complex functiona
position of both countries and countries’ union®)YE  girategies that should be determined on every leivel
as well as the smallest regions which create them. he companies’ strategy, independent of its scate a

Innovativeness is necessary, it manifests in many {he range of the companies’ activity.(Igartua et al
ways, and allows to achieve various goals. The@mop  2010: Pomykalski, 2001)

course of innovative processes depends, to a large

2 The paradoxes in innovations

Figure 2: Number of academic literature in paradoge
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According to Deloitte (2005) “the paradox of incoherent approach to innovation in terms of aio
innovation is defined as the unwillingness or itigpi related to products, clients, and the supply ch&o.
of a production businesses to handle actions,ringe  be stressed that just having a formulated innomatio
of the accepted strategy, which create operational strategy is not a guarantee of success. Successful
capabilities necessary for innovation*. These @udi implementation is greatly dependent on the degfee o
aim at ensuring profitability and growth. It hasehe business preparedness, and in particular, on the
shown that in the production industry there is a appropriate engagement of the management team
significant profit barrier resulting from the faiks of (entrepreneuriers, CEQO’s) (Skiiski&Sipa, 2015).1t
introducing most new products and services to the is them, who by undertaking short and long term
market. This paradox results from a few important decisions, impact the development of the company.
reasons, including: insufficient information on the CEOs must determine the priorities and balance the
client’'s needs; capabilities of suppliers; reluceno requirements of today with the needs of the tonwerro
allocate additional resources in R+D activity, and They must care for contemporary profits, at theesam
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time remembering to carry out innovative strategies
for the future. Innovation is the last link in antp

chain of dependencies — a problem with any pregedin
links results in the lack of the expected effect.
Considering the problem of contemporary company

features including a synergistic effect, which nsan
that imitation should not be regarded as an olestacl
but rather as a stimulator of a properly organized
process of innovation.

In the contemporary world, the omnipresent

structures and leadership styles, Buekens (2013)pressure of innovation means that carrying out

brings up other key paradoxes of innovation. His:lis
the paradox of flexibility; the paradox of failurthe

innovations should be treated as an ongoing and
constant process. However, it can be seen that@mon

paradox of business success; the paradox ofgsome companies which achieved the so called

knowledge; the paradox of strategic alignment.

According to Hall and Smith(2013) the paradox
of innovation is the result of the complexity o#ligy.
It is especially apparent when in order to intraguc

“optimal state”, innovation in further stages of
development has been given up. This state is telate
mainly to two issues. The first one results frore th
fact that on one hand innovations are a chance to

innovation, CEOs need to execute many actions, somesurvive and develop (are a necessity), but on thero

of which seem to contradict each other, or conttadi
the assumed style of leadership. Here, a contradict
appears in terms of priorities, important for the

development of a company and for the stakeholders,

which most often expect immediate effects — looking

ahead no further than 2 years(Dawidson, 2011). The businessman searches mainly for

paradox of innovation includes also the effortsaof
CEO in terms of mobilizing the company and
employees to be open for what is new and unfamiliar
motivating an efficient flow of knowledge and
rewarding the best ideas, reconciling the execution

hand stand for changes of the current state ofgbein
(meaning that the contemporary reality is still not
perfect). The second aspect in favour of renouncing
the implementation of changes in the current agtivi
of a mature business, is the fear of reducing {&ofi
process and
organizational innovations, allowing to perfect the
company’s manner of management and functioning,
as well as improving its image. At the state of
maturity, a business achieves a sort of stabibnaitn
terms of its financial situation, employee effiagn

basic tasks, at the same time engaging proper humamand the uncertainty of tomorrow. Searching for

resources to projects; ensuring freedom of crewgtivi
for the employees, at the same time maintaining
control in these terms. They must also promote
innovations, not exposing the company to the ridks
losing its profitability and market
position(Hall&Smith, 2013).

It is also important to mention the paradox
concerning imitation and innovation. In terms of
globalization no one is safe from the pressure of
competitive actions. However, introducing
groundbreaking innovations, providing a long term

changes and implementing them should be regarded
as an ongoing process(Targalski, 1999).

Scott Francisco (2010) also mentions the paradox
of innovation, by noticing a conflict between totay
innovations and the innovative process. He poiots t
the  development of paradoxical relations
(dependencies) between the innovations widespread i
the contemporary form and the social-spatial cdntex
of innovativeness, necessary to stimulate the gmoce
of innovation. Innovations are a result of a “feacl
between the technical capabilities and needs, ds we

advance over the competition, seems to be somethingas the interaction between technique, sciencettand

much more difficult to achieve in the contemporary
world. As Drucker (2001) stresses out, the biggest
benefits deriving from the increase of productiatg
related not as much to initial innovations but the
improvements appearing later. Imitators may provide
not only a perfected product but also one which is
much cheaper.

Great technological leaps and taking advantage
of more modern technologies, allow imitators to get
ahead of innovators. Creative imitations focus on

creating imitative products but including new
functions. These imitating products include
benchmarking, strategic alliances, and large

investments in research and development (Brondoni,
2013).

As Krzakiewicz and Cyfert (2016) point out,
imitation and innovation are not mutually preclesiv
but create an integrated system of complementing

implementation actions within a company”.
Innovations may be carried out at any stage, thémks
the possibility to take advantage of the camoufiage
knowledge, at any time. This knowledge may be
borrowed from the outside, as a transfer of tealiq
in the form of: a licence agreement, a know-how
agreement, purchasing technical machines and device
which may stimulate imitation, shared scientificdan
production actions, employee exchange which
contributes to exchanging experiences and trainings
(Bogdanienko, 2004).

Francisco (2010) suggests too, that the rapidly
growing amount of information (systems for accegsin
and manipulating information) contributes to a lowe
interest in development of knowledge and creatjvity
which constitute the base for solving problems and
creating innovations. A non-reflective striving for
digitalization, improvements, increasing efficiency
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and consumption, results in becoming distant from
human experiences, behaviours, and values, whech ar
the source of innovation. A negative loop of these
phenomena is defined as the “paradox of innovation”

3. Paradoxes in demographic processes.

Theories that explain the shaping of demographic
processes, for example: the fertility decline tlyeloy
Caldwell, Easterlin'stheory and hypothesis and the
economic theory of human behavior by G.S. Becker

rate has a statistically significant negative dffen
economic growth in both groups of countries. The
influence of fertility rate on economic growth difé

for developing and developed countries. For example
to developed countries, fertility rate has a statdly
positive effect on economic growth, while it has a
statistically negative effect for developing couggr

Social and economical transformations have
recently stimulated political debates and poliooes
the integration of migrants in most Western andt Eas
European countries. While transnational migration
studies have documented migrants' cross-border

or numerous theories of migration have become the 4ctivities there have been few empirically grounded

inspiration for researches (Tupa 2013). Therefoee t

efforts to theorise these developments in the

paradoxes in demographic processes can be found ingamework of integration and status theory. Niesivan

numerous scientific researches in this scope (fkbi
2017). The results of the study support the exggen
of the demographic and economic paradox, which is
described that nations or subpopulations with highe

(2011) indicates based on a case study of Ghanaian
migrants, integration processes and develops a
theorem of the status paradox of migration, which
explores the interaction between migrants' intégmnat

GDP per capita are observed to have fewer children, j4io the receiving country and the maintained

even though a richer population can support more
children (Balan, 2015).

There are many ways in which fertility inversely
impacts economic outcomes. In the international
literature Brander and Dowrick (1994) exanimated
the effects of population growth and fertility on
economic growth for 107 countries covering 1960-
1985 periods. They concluded, that high birth rates

inclusion into the sending society. It describes a
characteristic problem for a large class of labour
migrants from the global south who gain statushim t
sending countries by simultaneously losing it ie th
receiving countries of migration. This transnationa
dynamic of status attainment, which goes along with
specifically national forms of status inconsistgnicy
what is called the status paradox of migration. By

cause the reduction of economic growth by means of bringing together two modes of national status

investment effects and capital dilution.
In turn Li and Zhang (2007) examined the impact

incorporation within one framework, the status
paradox provides an innovative perspective on

of birth rate on economic growth using a panel data Migration processes and demonstrates the usefulness

set of 28 provinces in China for the period 19788.9

Using the generalized method of moments estimator,

the empirical findings of Li and Zhang (2007)’sdyu

of a transnationalist integration theory (Nieswand
2011).

Silva et al. (2006) discuss the so-called paradox

showed that the birth rate has a negative impact on of ageing process, with respect to the memberheof t

economic growth. This finding is interpreted by the
authors in the way that it supports the view of tkiias
and China’s birth control policy is indeed growth
enhancing.

According to Luci and Thevenon (2010)

age group 55-64 years of age. This generation is
currently too young to retire, despite the length o
their working lives for some in excess of forty gea
and high earnings, yet is too old to continue wugki
since employers prefer to hire younger, more flexib

investigated whether there is a convex relationship and less expensive workers. Furthermore, official
between economic development and fertility for 30 Statistics show that the longevity of this generatis

OECD countries over the period 1960-2007. They
found an inverse J-shaped pattern of fertility gltime

higher than its predecessors, an evolution thatidvou
apparently call for a gradual increase in the eaignt

process of economic development. They concluded a9€.

that there is a clear shift in the relationshipwissn
the two variables from negative to positive.

It is worth point out on the research of
"Conditions of reproductive behaviour" by Kotowska

Whereas Somayeh et al. (2013) examined the (2014). The more parting and informal relationships

effects of total fertility rate, life expectancy hirth,
mortality rate and capital stock on the economic
growth in 16 developed countries and 14 developing

the easier it is to replace generations. In coestri
where marriage is not a priority and where a high
number of divorces are quoted are generally higher

countries using pane| data ana|ysis over the period fertlllty States where the traditional approachthe

1990-2010. Their researches showed that capiteksto family predominate have a demographic problem.

and life expectancy have a statistically significan Most children are born in liberal France and in
positive effect on economic growth, while morta“ty Sweden. It can be concluded that the knOWledgetabOU
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paradoxes in demographic processes are becominginterest in this concept. In the author’s opinitime

more important for each organization especiallthim
face of population ageing.

Conclusion

Paradoxes may be found in various fields, both of
human behaviours as well as actions of business. uni

Paradoxes have became the subject of descriptions

and discussions in terms of many scientific regearc
also in reference to the behaviours of specifigient

Undoubtedly, paradox in risk management
context is a notion that resists clear classiforati

results of research presented in this study mayigko
a basis for further work in this area.

To sum up, by learning and researching various
types of paradoxes, we may better understand the
behaviours of various business entities, and ealbeci
companies.

As Rokita (2007) emphasizes, contemporary
organizations may be efficiently managed when
managers understand the dynamics of social-cultural
processes in terms of business, and solve proklems
accordance  with  the following  algorithm:
identification of paradoxes — analysis of conflict,
searching for a synthesis — a new paradigm — new

emphasize the fact that this problem has not been

sufficiently explored in the area of management
sciences; nevertheless, the analysis of the nuarmbr
impact of leading publications indicates a growth o
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HUMAN CAPITAL AS A SIGNIFICANT FACTOR OF THE QUALIT Y OF SERVICES

Anna MARHEFKOVA

Abstract

The aim of the article is to highlight the need duality human capital in enterprises services thighificantly affect
their success. An important prerequisite to fulfgl the company's success and customer satisfaddicgffective
communication, motivation and communication skilBommunication among employees and customers ogegs
themselves as well as employees and employerdd@iprease the effectivity quality of servicesuallty of service
from the customer's perspective is also expreds@digh personal qualities, knowledge and motivationa service
business, employees must perform work on itslfiedfiit of the requirements personality and profesaioThe attention
is dedicated to the communication with the custenasran innovation factor and the suggestionsHerihcreasing of
the quality services and customers’ satisfactidsp anternal and external communications, categooéworkers in the
provision of services.

Key words
human capital, quality of services, communicatmrstomers” satisfaction, motivation

JEL Classification: J24, M12, E21

Introduction training is such an investment. A loss can be bnbug
only by random, non managed training which does not
In everyday practice we can observe how big is refer to long term continual company strategy. Thus
the responsibility of the companies providing seesi the conception of human resources management and
for the population in the selection of a qualityran human capital exploitation is getting more impottan
capital. Demand factor for this differs in accordan  and involves several factors and procedures.
with their alignment and particular activities. the

current society, being globalized and dynamically 1. Communication in acompany providing
developed, it is necessary to conform the company services.

function to the requirements of ademanding

customer. Communication is one of the most significant

Communication and motivation are considered elements in every company. It is an irreplaceable
the significant factors of companies™ prosperity. means of cooperation and connection of employees
Communication is understood to be mutual cross and managers in their common effort to reach the
connection and combination of external and internal aimed vision, function and goals. Work in a company
communication on all the levels as well as among providing services is very variable. The employees
them respectively. mostly come in contact with customers. Customers

Services demand aquality human capital included in the system of work are one of the key
disposing knowledge to be able to flexibly and factors which make these companies different from
effectively react to changes and requirements ef th manufacturing ones. Communication with customers
market. Motivation of employees to reach a high and meeting their requirements is a part of thegss
performance is considered an added value, an assebf providing services, that is why it is directly the
contributing to higher productivity and effect dfet same time projected in customers” satisfaction.

companies providing services that is why investment There are high exigencies for the employees
in training and employees carrier planning as w6l providing services, concerning not only their
creating opportunities of promotion is necessariaW  proficiency, but also personal qualities. Theieris to

is more, goal-directed employee selection mearss les communicate with customers on one side and with
demanding training of rented employees, and faster management staff on the other side.

adaptation to company culture. Regular comparison o
the basis of competences regulates their further
development. (Kordo§, M.,Karbach,R. 2014).

Human capital is considered a capital invested in
society, and therefore income is expected. Contiauo

It is very important that employees take
a customer as their business partner and try fol ful
their needs and requirements in the best quality
possible. These kind of knowledge is necessaryeto b
transferred inside organizations as a suggestion fo
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discussion and consequent changes. (Pict.l). customers we can distinguish four groups of
According to the frequency of the contact with employees in servicefMateides, A.Dad’o, J. 2002).

Picture 1: Categories of employees in the procefsgroviding services

QUALITY OF SERVICES

Direct Indirect

CONTACT WITH CUSTOMERS | Frequent or regular Contact employees Serving employees

Conceptual employeesSupport employees

Rare or none

Source: Mateided)ado, 2002.

Contact employees they should be well trained, 1.1 Internal communication
motivated and prepared to provide services for
customers in maximal quality every day. They should

be communicative, psychically strong, able to retic At the current demanding market, -ensuring

. ; . quality services is possible only by effective
?Q(;juirse?ntlzzs customers’ needs and react to their intercqnnection of quality human capital gnd
o ) capability of employees e.g. of team work. Benefit
Serving employees they work at porter’s lodge,  this work is above all in creation of higher numbér
reception, as ushers, informers, etc. They nebdve ideas and projects, using of brainstorming, excigdi
good communication abilities and positive approach yong decisions and thereby preventing from needles
to customers. Their work is not so qualification |psses. Team work results depend in large measure o
demanding _but contributes to increasing value ef th {he quality of communication ties inside the tedime
offered service for customers. communication level also influences the speed and
Conceptual employeesthey apply to conceptual  effectivity of introducing innovations which is
questions, their contact with customers is rareyth consequently reflected in customers” satisfaction.

help at creation and development of company The goal of communication should understand.

strategy, development of new products, they must be 1o reach understanding, it is necessary to meet the

creative employees. requirements of so-called STROM, where giving
Support employees their activity influences all information is specific, on term, realistic, acadpe

the company activities. They include purchase on both sides and measuralffdenadal, J a kol. 2008)

department workers, workers of human resources Communication level has direct impact on

department, market research and database creationefﬁciency of executed activity that is why it shouoe
Managing their psychical endurance and motivatoon i s much as simple and understandable as possible.
very important at this group of employees. Any information without communication is priceless.
Exigencies at recruiting the right member of staff Management is responsible for internal
are very high . Every company has different communication as well as interconnection and
representation of particular positions accordingt$o building formal and informal communication
function and size. In some big companies providing relations. If internal communication is well
services are these positions closely specializetl an coordinated by management, all the staff members
employees can focus on their own activity. In serall  must know company goals, will be interested inrthei
companies it is common that employees can alternatefulfilment, know company culture rules and try to
at several positions which increases exigencies for keep them and improve them. Quality of organization
their training, skills and flexibility. This work  as awhole and at the same time quality of internal
organization is more demanding in term of environment is reflected outwards to customers who
management, of managing the time and eventually it are eventually demonstrated by their satisfaction.
is less efficient because the employees must span
more acts simultaneously and they are less focosed 12 E o
L ) ! . xternal communication
the activity which they are performing.
Contact workers should be well trained,
motivated and prepared to be helpful for customers
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every day. Besides professional knowledge about provided services. This holds above all for those
providing services they should teem with personal services where the quality delivered to the custome
qualities concerning communication abilities, erhgat  basically results from how the people act in refgva

and psychical endurance. They must continually able situation. Employees” performance, where is a high
to notice and satisfy customers” needs and resfmond level of freedom in decision-making to influence
their requirements. a specific situation, is a key factor for determii

Communication in services is irreplaceable guality and productivity. Positive or negative riesiof
means of increasing the number of customers andindividuals have a big and immediate impact on how

keeping existing satisfied customers. It is effectat  individual customers apperceive the services qualit
communication with customers to: Services provided by company’s workers to external

customers are generally realized in terms of sledal
interactively oriented processes. The degree of
importance of interactive process as an element of
services quality can be differenced in accordanitie w
duration, intensity and integrity of external fasto
The level of accommodation of employees’
qualification profile to the contact with customéras
acrucial importance for acompany’s quality
evaluation.

- describe the service, its range, availability and
timeliness

- ensure customers’ consideration about their
share in the service quality

- explain the correlation of the service, its
providing and expenses.

Therefore communication with customers, their
understanding and subsequent securing their
requirements is the basis for the company’s suraiva
the market. (Michalov4, V. a kol. 2001)

2. Quality of service.

Emphasis is placed not only on technical side of
services, but also on approach and behavior of Basic dimensions of service quality by analyzing
employees in services. That is why the quality of ordered in Parasurama, Zeithamlovd and Berry in
services depends on human qualities and properties 1985, they should help to clarify the quality ofwsee
Not only must the companies provide their clientthw  provision (Mateides, Dado, 2002): Communication
services but also their employees with proficiereyr: with customers’ comprehensible language,
permanent success must the management of thecompetence of staff, courtesy, trustworthiness,
company providing services fulfill the function of reliability promised services. Sensitivity and
their employees” personal development. In the responsiveness, security and safety, feasibility
company providing services, the following two potential quality, understanding and knowledgehef t
aspects in human potential management are crucial:  customer's environment and the impact on the

- ensuring of recruiting the right staff, their customer. These dimensions result from empirical

employing and using their human capital data.

- securing trainings, seminars, carrier planning Great importance is reliability, which in the
and providing better use of natural skills for process of providing intangible services is trartedi
employees mainly on human resources. (Mateides, Dado, 2002)

The company should identify the needs and For services were provided five basic dimensions
expectations of its employees, because of their of quality (Fig. 2), which should be part of the
appreciation, job satisfaction and personal growth. eyajuation of customer satisfaction. These facty ma
Such an approach of the company helps to ensure thaserve as an incentive to provide feedback to eatern
employees’ involvement and motivation are on a high cystomers. When the research service quality throug
level. Providing services is demanding of technical ¢ystomer satisfaction can be an incentive to drpa u

equipment, internal and external arrangement, guestionnaire and delimitation dimensions of servic
personal contact and mutual inclination are still gyality in a particular organization.

important factors for evaluation the quality of

29




SOCIALNO -EKONOMICKA REVUE [/ 01-2017

Picture 2: Quality of service from the customepegrspective
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Source: MateideBad’o, 2002.

3. Motivation of employees its influence, or knowing methods of directing or

o _ changing it, is therefore very important for effeet
The term of motivation represents an internal staff management.

process, the process of psychological startinghef t
reasons of people’s acting and behavior. Thesensas
are the motives, internal premises, and interriglusit
leading to certain behavior. Motivation procesthiss

a process of internal premises activation of human
capital directing human activity to certain goalhi$
endeavor. It is important for the company to
understand why an employee behaves in a certain wa
and what influences their behavior. Understanding
motivation reasons, getting to know the possik#itof

Term incentive is an internal process, the
psychological process of starting up the causes of
human action and behavior. These causes are motifs
internal assumptions, internal stimuli leading to a
certain target behavior. Trial motivation is thus
activating the process of internal forecasts, the
yguidance human activity on specific target its gffo
(Nakoneny, 1992).

Picture 3: Processing of external stimuli

INITIATIVE,

STIMULUS BEHAVIOR

Source: : Nakonéy, M.,1992.
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Behavior is the result of people’s reaction to
instigation, customer’s demand. The theories of
people’s behavior bring many findings, sometimes
they differ alot. Several approaches prefer just
arelation of stimulations and reactions; others
contemplate about what is going on inside a person.
However, behavior is not only a reaction to stinsulu
we know that different people react differentlythe
same stimulus. Behavior is the result of internal
procedure of processing instigation in the psyche o
a person. Crucial motives of human behavior are:

- instincts, primary needs
secondary motives, personal goals, aspirations,
values, ideals

- internal and external influence (social groujxexr
background)
- trying to merge with or differ from a certainogip

Work motivation is directed to a certain working
performance, a certain requested behavior, behavior
corresponding to the needs of working place or
company goals. Basic expectations and conditiéns o
effective work performance are the following:

- knowing the goal
- knowledge, skills, experience

- creation of suppositions and conditioosuse
them for requested performance

- internal need to give the expected pentorce

Picture 4: Influence of main suppositions on persanperformance

Knowledge
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- Power
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Source: Nakondny, M.1992.

Theory of work motivation looks for principles,
methods, patterns, tools for effective motivatioh o
employees, for their activation for demanded work
effort, for effective leading to reach the company
goals.

Conclusion

The aim of activity of every company providing
services is a satisfied customer. Increasing their
satisfaction is possible by virtue of quality human
capital disposing of knowledge to be able to flgkib

satisfaction and therefore to a higher company’s
efficiency. The most important resource are indieid
employees involved whose acting and behavior
directly influences the service quality. In
communication with customers it is very importamt t
keep an idividual approach to every customer and to
their demands specification for services. In thecpss

of providing services, aquality human capital is
necessary, even in a direct contact with customers.

The basics are mutual communication and
motivation. In the companies providing servicessit
necessary to build flexibility, permanent incregsof
the quality of human capital built on quality human

market and thus to reach a higher level of provided
services. Their realization leads to higher custsme
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THE ROLE OF HUMAN RESOURCE MANAGEMENT IN THE RURAL AREA IN HUNGARY

Robert MAGDA

Abstract

The unemployment rate is approximately two-fouicget higher in villages than in towns. Respectiviglyestigating
those who have been unemployed for more than a théadifference is even higher which shows theiaity of
investigating the problem. The required factorpmfduction are used in varying degrees during tradpction process.
These rates depend on the activity, because theuddvibe labour and capital intensive businessesary case, we do
not know any production activity which would notrdad labour, or would not use a certain amount ce and
resources directly or indirectly. The competitiveneof the rural areas of Europe and Hungary dependtheir
economic growth and the implementation of sustaliiabWe need to establish new complex rural aettlament
strategies to stop the negative processes in thagddantaged regions, which will result in a comipetiagricultural
structure and the possibility to employ the graanbers of low-qualified people living there.

Keywords
human resource, rural area, unemployment

JEL Classification: R14, R125, M54

Introduction poverty without negatively affecting the natural
environment in such a way that future economic

After the regime change the number of prospects s.u.ffer. _
unemployed people increased significantly (by 400- The crisis penetrated to Hungary like to most of
600 thousand) in Central Europe, which — due to the the countries in the world — without having been
crisis — has further intensified in the last peribtbst prepared for it; and we see that the solutionshto t
of the unemployed are undereducated (25-30% of Problem (bioenergetics, —environmental industry,
them have finished only elementary education or not résearch, education etc.) are mainly only predistio
even that one) which encumbers further job and there is no strategy at all (we have merelybee
opportunities.  The  unemployment rate is talking about agricultural strategy or 20 years).
approximately two-four percent higher in villagaan WIthOU'[ definite aims and authoritative strategies
in towns. Respectively, investigating those whoehav Might become hopeless, futureless and losers (the
been unemployed for more than a year this diffexenc North Star does not serve the purpose to reachi itse
is even higher which shows the actuality of e!ther_ but to help orientation and show the right
investigating the problem. direction).

Putting rural population at an advantage relies on According to our judgment, one of the possible
the improvement of the economy of rural areas and Ways of getting out of the crisis is to utilize our
the implementation of sustainability. Halting the natural resources and to accomplish sustainable
disadvantageous areas requires new and compldx ruranatural resources and the application of renewable
and settlement strategies that will result in cotitige energy resources we have to be more effectivean th

undereducated workforce — even if only to a limited Present. On the basis of our judgment and recent
extent —will be possible. experience the production and economy can obtain

new and confirmative support through the relation
system of research — innovation — corporate
development, which help priorities to be properly
defined and to have satisfactorily skilled laborcéo
available for the works to be done. All of thesguiee

a new way of thinking, new educational policy and
new future prospects.

Going back to the last few decades in all periods
Hungary was competitive only when employment and
livelihood were ensured for those who live in the
countryside. Agriculture and food industry had a
leading role in these periods and the structure of
agriculture guaranteed the employment of those who
lived in the countryside. For the moment we can say
that the problem of sustainability is: how to alége
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This present crisis in Hungary is different than favorable rates and more moderate administraties fe
any crises before because after the change of eegim and their integration background is much more
the producing, processing and distributing enteg; developed.
companies and financial institutions mainly belahge
to foreign multinational companies — and not to
Hungarian owners. These foreign companies have no
interests in increasing the production of the Huiaga
economy and the Hungarian agriculture by investing; Analysing the background, the first fact that must
much rather, according to their own interests, they be mentioned is the changes of the agriculturad lan
either temporarily or in the long run discontinue utilisation. After 1990 the Hungarian agricultural
production and financial support that help producti  production decreased step by step and nowadays the
and development. Thus present-day Hungary as aratio from the GDP is less than 3 % which was near
mainly raw material-producing country is exposed an 10 at the beginning of 1990-es. If we want to fihd
if we do not act we will be in a hopeless situation reasons of the decreasing we will have to see the

The agricultural actors of the neighboring EU changes of the agricultural land area. (table 1)

member countries can manage with less living labor
burdens, smaller taxes, lower interests with more

Discussion

Table 1: Land area of Hungary by land use categari@hectare)

Year Arable land Garden| Orchard| Vineyard| Grassland Agricultural area|
1985 4,697.5 338.7| 103.5 153.6 1,246.4 6,539.7
1990 4,712.8 341.1| 95.1 138.5 1,185.6 6,473.1
1995 4,715.9 90.2 93.9 131.3 1,051.2 6,179.3
2000 4,499.8 101.6| 954 105.9 1,051.2 5,853.9
2005 4,513.1 95.9 102.8 86.0 1,056.9 5,863.8
2010 4,322.1 81.5 93.7 82.8 762.6 5,342.7
2015 4,331.7 80.5 92.2 80.6 761.5 5,346.5
1985/2015| 92.2% 23.8% | 89.1% | 52.4% 61.1% 81.8%

Source: by http://www.ksh.hu/docs/hun/xstadat/attael/es/i_omfO0la.html

On the basis of the table we can see the highest We have to think about the utilisation, because
reduction in gardens, but the quantity was notigh h  our energy dependency has increased in the last
than it was in the grassland. In my opinion this twenty years. In industrial activities we used and
reduction is connected with the decreasing number o today we also use mostly fossil minerals to gemerat
the animals. Summarising the table nowadays we useelectricity. Our consumption will be hire and hilet
more than 1 million hectare less agricultural |&main our stocks from these resources are limited. When w
we did in the past. It means we have got free nhtur look the figures, we can see this (table 2).
and human capacities which we will have to uséén t
future.

Table 2: Hungarian crude oil, natural gas productivand import between 1980-2015

1980 | 1988| 1994 1999 2010 2015
Crude oil production (Mt) 2.0311.947| 1.334| 1.243| 0.827| 0.568
Natural gas production (Min| 6.142| 6.272| 5.564| 3.293| 3.241| 2.634
Crude oil import (Mt) 8.336 7.262| 5.821| 5.933| 6.974| 7.322
Natural gas import (M#&) 4.045| 5.371| 5.063| 8.704| 11.72| 12.82

Source: Mineral raw material wealth of Hungary 20Hangarian Mining and Geological Office, Budape&3b

In 1980 our crude oil production was 2.031 Mt, production. It was not so good, but the situation i
in contrast with the oil import (8.336 Mt). It mean 2015 was even worse than in 1980, because the impor
that the import was 4 times bigger than the was nearly 13 time®igger than the production and
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the price of this resource has also increased .efbrer the world. It was not different in our country.
our dependency has tripled in the last 30 years.

but

The situation is similar considering natural gas,
30 years ago the Hungarian production
(6.142Mn7) was bigger than the import (4.045 Mm
After 30 years our gas import is 4iges bigger than
our production, so the situation has completely

changed.

_ After these facts | have to mention the world The specifics must be presented because in my
crisis which started in 2008 in the USA and appaare opinion they will be help us to find the solutioor f

all over the world. | will focus on the effects tife

Analysing the labour market we percept changes eg.:
Fell in employment

. Increase of the unemployment

Changes in inactivity

Differences by qualifications, ages and gender
. Sectorial differences.

our problems. | have already mentioned that th&scri

crisis on the labour market. When the crisis was as perceptible in all countries. (Figure 1)
suddenly appeared many people lost their workpjaces
and increased the ratio of the unemployment’s\al o

Chart 1: Employed rate in
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In 2010, the decrease in the number of employed Hungarian was 69% On the other hand we can find
people stopped, but restoring the level of employme some country eg. Austria, Denmark, Netherlands,
before the beginning of the crisis will take prolygab  Germany, Sweden where this index was above 70%.
longer. According to the data in 2015 the average The target in the EU is 75%, but it will be very
employment rate was 70% in the EU, when the difficult to reach it for every countries. In myiomn
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that is the greatest problem in our country nowaday
and we will have to solve this in the near futdrevé
do not want to drop behind.

more real, so we will have to solve the problem of
nearly 700 thousand unemployed in the near fufure i
we do not want bigger problems than we have

The average unemployment rate was 9,8% in the Nowadays.

EU at the end of 2015. The Hungarian figure was
7,3%. The increasing unemployment along with the
stagnating employment can be attributed to the
following factors:

e The gradual rise in retirement age increases
labour force supply.

e The modification of the unemployment provision
system requires a more active presence in the
labour market also from people who were
considered inactive earlier.

* Fewer and fewer people losing their job are
provided for by the social and social insurance
system, so they become long-term jobseekers.

According to data the highest ratio was in Greece

The third ting is the ratio of the inactive segment
of the population. In 2013, 36.1% of the population
aged 15-64 was inactive in Hungary. The average rat
was nearly 10% less in the EU. The number and the
proportion of inactive people, along with the irase
in the number of unemployed, decreased compared to
the previous year.

The decrease concentrated in the categories of
pensioners and of ,other inactive” (-18 thousantpw
are not students and not receive any personal
provision. Even so, the largest group of inactise i
composed of pensioners with proportion of nearly
40%, followed by the group of full time studentgiwi
nearly 30%. The number of the so-called other
inactive is invariably significant (nearly 360 thezund)

(25,8%) and the second was Spain with 23,7%, where as well.

the economic situation is very bad nowadays — more

than triple than in Hungary. In those countries rghe
the economy is based on stable basis

where it is not.

Having analysed the distribution of the
unemployed people by gender and age | was surprised

_ , t.he to find that the biggest segment — approximatel§ 23
unemployment rate was not as high as in countries thousand,

it has decreased to 150 thousand - is
composed of people between 25-44 years of age(tabl

| analysed the differences between the registered 3). It is both bad and good at the same time. litaig
jobseekers and the unemployed people between 1999hecause in this age group more people would have to

2015. During the examined period the number of
unemployed was the lowest according to Labour

work, and it would be good in the future becausy th
will be potential workers for a long time in diffet

Force Survey while the highest was among those who sectors of the economy.

consider themselves unemployed. The latter one is

Table 3: Number of unemployed people between 200052by gender and age (thousand)

Year 15-24 25-44 44-64 65-74  Total
W | M W M W | M W | M
2000| 26,2| 42,5| 55,5 | 80,3| 22,8 35,9|0,3|0,2| 263,7
2004| 22,6|33,3| 63,1 | 70,8| 30,1325|0,3|0,2]252,9
2008| 26,4| 33,7| 81,7 | 94,5| 44,2455|/0,3|/0,1] 326,3
2009|31,4|47,4| 98,9 | 124,9 55,4|59,4/0,3/0,0[417,8
2013| 37,0| 46,5| 100,9| 122,3| 63,4 70,2/ 0,6 | 0,2] 441,1
2015| 23,5|35,3| 76,7 | 73,4| 45452,6|0,2]|0,7| 307,8

Source: by HCSO

In what follows | will illustrate the differences/b
gender and qualification. In general the ratio of

The increase was higher in the industrial sector —
mostly qualified workers — than in the agricultural

unemployment amongst the less qualified employees sector where we had witnessed this process earlier.

was higher than amongst the well qualified people.
That was the situation in the past and it also sitige
nowadays. After the first few months of the crises
could see an increase in the number of the
unemployed.

According to table 4 we can see that the numbénef
unemployed is nearly 200 thousand in the first two
categories, and we can see the lowest number who ha
college or university degrees.
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Table 4: Number of unemployed people between 200052by gender and qualification (thousand)

Year | Elementary School, or les§rade Schoo| Grammar Schoo| College, Universityl Total
W M W M W M wW M wW M

2000| 33,8 54,9 29,3| 65,9 36,6 32,9 51 10,9 104184,6
2004 | 32,3 57,3 31,8| 63,8 39,7 33,3 12,3 9,8 116164,2
2008 | 49,3 62,3 37,7| 68,3 504 33,4 15,3 9,6 152173,3
2009 | 59,2 72,3 49,1 93,8 57,0 50,5 20,8 15,4 18%981,9
2013| 57,4 69,9 51,7| 94,00 67,5 58,3 25,1 16,9 201283,3
2015| 48,9 54,0 351| 56,5 455 39,7 15,4 11,7 145181,9

Source: by HCSO
How shall we find the way out?

This is a very simple question, but the answer is
very difficult and complex. Thinking about the
problem of land utilisation, energy dependency and

the labour force where can we find the solutionthie
industry, in the agriculture or in the service seet
When we look at table 5 we can see huge decreases i
the agricultural and industrial employment alsogd an
an increase only in the service sector.

Table 5: Number and ratio of the employed peopledapnomic sectors 1990-2015 (15-64 years)

Specify Number (thousand) Ratio (%)
1990 2000 2015 1990 2000 2015
Agriculture| 697.2 | 251.9| 203.2] 154 6.6 4.8
Industry | 1,711.0 1,299.7| 1,273.2| 37.9 | 33.9| 30.2
Services | 2,107.92,280.4| 2,727.3| 46.7 | 59.5| 64.8
Total 4,516.1 3,832.0| 4,210.5| 100.0| 100.0| 100.0

Source: Own construction by HCSO

In 1990 the employment rate was higher — by
approximately 700 thousand people — than in 2009,
but the number of the population did not decrease s
high in the same period. So we have free capadities
the different sectors which we will have to utilise
the future. What would be the solutions?

Our country is really lucky because it has enough
arable land and water capacity. Without these two
resources it would be impossible to produce angthin
The third factor would be the not well qualified
unemployment people. So our task in the futureis t
find types of utilisation possibilities which usé af

our task for the future is to find those ways of
resource utilization with which there is a chanoe t
decrease our energy dependence and to increase
employment. Much research points to a need for an
economic transformation to increase resource
efficiency. While this is a major challenge, it as
achievable goal; a tenfold increase in resource
productivity is possible.

Policy thus needs to be long-term and consistent
and, while national policies can still be effective
given the global nature of resource consumption,
internationally harmonised policy will make the kas

these resources and help us to decrease our energpf reaching a resource efficient future a smoother

dependency. | believe we have already started
something, but not in the most effective way.

Conclusion

In these days everybody in the world is seeking
for possibilities to get out of the crisis — letbié an
economically strong capitalist country or an
economically less strong developing country. Hence

which  will

operation. Research that elucidates the compl&fity
resource use, such as that highlighted in thiseissu

will help shape long-term, future policies.

The competitiveness of the rural areas of Europe
depends on their economic growth and the
implementation of sustainability. We need new

complex rural and settlement strategies to stop the

negative processes in the disadvantaged regions,
result in a competitive agricultural

37




SOCIALNO -EKONOMICKA REVUE [/ 01-2017

structure and the possibility to employ the great
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THE ROLE OF THE REAL ESTATE MARKET IN THE SLOVAK RE PUBLIC WITH
EMPHASIS OF HUMAN RESOURCE DEVELOPMENT

Jarmila VIDOVA, Peter SIKA

Abstract

Housing policy change after 1989 caused many athanges. One of them is the creation of real esteteket, which

goes through significant modifications and in relcggars we have seen considerable flexibility anréal estate market.
The growing interest of the population in buyin@merties make a room for newly discovered professicagents for
sale and rental properties, i.e. real estate bregkevhich number is growing in recent years duentwvdasing in vision
of high and quick profits. In this paper, the authaeal with real estate, which has become a seafdrigh-growth

productivity job and increasing of value added, aviuich is one of the largest sub-sector of the eogn Real estate,
however, does not require high education, which bepne of the negative indicator in the qualificatof consultants
dealing with the purchase, sale, respectively priypéease. The authors of the paper outlining theed for the

development and creation of new fields of studiiénSlovak Republic.

Key words
Housing, work productivity, real estate, the namaficial business, real estate market,

JEL Classification: R33, R21, R51

Introduction activities in the Slovak Republic in comparison twit
countries of the European Union.

At present, the Slovak Republic's property
market is highly active. Properties affect lifetawns 1 The real estate market — theoretical background
and municipalities, tell us about the architectoifréhe
period, surviving several generations. The readtest
market in Slovakia has seen a boom in the 90s, when
there was the transition to a market economy, ¢o th
changing conditions in the housing market. There wa
established a number of new private realtors, which
placed the real estate market as a facilitatonlef and
purchase of property. A significainicrease in their
number was in 2008, from year2009 there was a
significant downturn due to the crisis of economag
well as on real estate. Quality of information pdad
to customers is debatable, however, as in the Blova
Republic there is no unified system of education of
real estate brokers. Gradually are formed various
educational organizations dedicated to increasing
education of real estate agents, but the education
system is not uniform in terms of national level.

Currently, we are coming to the stage of growth
of real estate offers as a result of the demand of
households respectively individuals for property
mainly in the age group up to 35 years, due to the
significant fall in interest rates on loans for ghase
of residential property. In this article we willdas on
real estate market and the factors affecting thde,
we pay an attention to employment in the real estat
market and its impact on the development of busines

Term market has undergone during its existence
by many changes. At the same time we can
characterized it as "modern tool of implementatdn
the exchange, based on the decisions of produndrs a
consumers, place on their choice, respecting certai
rules of the game (Brezik 1997, p. 28). In termthef
object of purchase and sales, markets are divedef t
the market of goods and services, market of
production factors (labor market, land market &mal t
capital market) and financial markets (Holkova,
2016). Part of the market is the real estate mahket
market economy the property is seen as a prodatt th
is so deeply embedded with the soail, it should be
permanently sell or buy with a land ,without a lanel
can only temporarily transfer it to the user.

Market (real estate market) is the area where
various bodies are developing their activities vatin
interest to acquire or offer objects typical tosthi
environment. In addition to seller and the buyethi@
market for real estate are other entities suclress:
estate agents, property developers, construction
companies, investors, financial institutions, atetts,
planners, government bodies etc. Object of interest
whether supply or demand, is oriented to the
construction objects of different physical and
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technical condition for use or sites linked respety also important risks associated with liquidity ehelt
unbound to these objects "(Romanova, 2002, p. 115). is usually low. Use the tools of fiscal and mongtar

The property market is influenced mainly by policy, the government and t'he central pank seeks t
economic  development. Its development and alleviate the economic cyclical quctugtlons m_the
behaviour of entities in the real estate market has €conomy and affect its development in a desirable
devoted many authors. Granell (Grenelle, 1998)jisn h  direction. DiPasquale and Wheaton (1994) looks at
work argues that fluctuations in the housing market the real estate market as the two mutually coedect
cannot be considered as counter-cyclical. Base¢tion ~ Sub-markets, asset market and the real estate marke
statistical data it shows that the housing markest&  the use (property market). At the asset marketit@ap
tendency to react in advance to changes in the market)_ is created a current price of real estate.
development of aggregate economic output. During Properties here represent only one of a wide rafige
the expansion, automatically increasing credit deina ~ OPtions to invest free funds.
not only in the household sector for procuremena of Jankovtova (2003) looks at the real estate
housing, residential investment, but also for loamns  market through supply and demand in the markets for
other sectors of the economy, causing upward housing and states that in most countries are cubie
pressure on interest rates. As the housing masket i the same rules. For effective functioning of resthte
more sensitive to interest rate movements thanr othe markets it can expect faster economic development.

sectors of the economy, the volume of housing Real estate markets may be differentiate
construction decreases sooner than economic gro"\’th-according different aspects, in terms of whether th
The rapid decline in housing construction may jnvestor wants to hold property owned or sell ittoe
contribute restrictive nature of monetary policyigh user market - rental market and investment market -
seeks to ease the pace of economic growth to preventhe market for sale of real estate. According te th
overheating of the economy. Factors that influehee  nature of the real estate market, we recognize the
cyclical behaviour of the real estate market, Giene  residential real estate market and commercial real
(Grenelle, 1998), divided into three groups, thal re  estate market (retail market, bond market, the atark

factors, monetary and financial factors and factors for industrial and logistics real estate) (Adaxing
inherent to changes in the volume of production. 2010, p. 28).

The real factors are demographic effects (acting The real estate market in addition operators
partly pro-cyclical, because economic growth offering a demanding property are operating
contributes to the growth of household wealth, legd  prokerage businesses - real estate agencies iectesp
to faster creation of new households and the of their activities and seek to advise, span the fu
increasing demand for housing), wealth effect service real estate transfer. Real Estate Serviess

(revenue growth is linked to economic growth antd ac  yecently made in Slovakia is booming, in NACE Rev.
pro-cyclically, as households have been based ®n th gection 2 L.1

growth of their incomes tend to manifest increased
demand for residential services) and the number of
unoccupied dwellings (rate unoccupied housing is
natural, does not create pressure to reduce theneol

of new housing that occurs when the natural rate is
exceeded, and did not determine whether the regulti
effect will be pro-cyclical or countercyclical).

Monetary and financial factors is the cost of
access to credit, the rate of return on real estarget ! Real estate activities are divided into three sepaNACE
and fiscal and monetary policy. Costs of loans groups and include:
availability depend on the interest rate on thesas. *  buying and selling own real estate (Group 68.1);
Interest rates have upturns during grow and during ¢ renting (to third parties) and operating own orskh

recession are declining. However, the lower the residential and non-residential real estate, irodooth
' furnished and unfurnished property; the developmeit

mter,es'[ rate on th? loan, the lower th_e f?e to the building projects for own operation is also incldde
creditor for postponing current consumption in fawvo (Group 68.2):

of future consumption. Lenders are at low rates « appraising real estate; providing real estate ageacvices
willing to invest in mortgage loans, which may ldad as an intermediary; managing property as an agent
a reduction of their availability. The higher trae of (Group 68.3).

. . . Real estate activities do not include facilities agement which
return on rea| estate market in comparison with the is considered part of administrative and supportvises

rate of return on Oth(?r assets, the more iNVES®S  (section M), nor the development of building prégeéor later
willing to buy properties and thus constitute agéar sale which is part of construction (Section F), rebrort-stay

share of their portfolio. Besides the rate of netig letting of accommodation (for example, for holidayrposes)
which is part of accommodation and food services{(sn I).
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2 Real estate sector and employment in the
European Union

Real estate markets in Slovakia is developing
dynamically especially in larger cities, despiteith
relatively short downturn period during the global
economic crisis. This is an important market
institution that paves the way for the mobility of
capital, labour, finance and so on. Since the &ffec
functioning real estate market thus partly depesms
the economic development and welfare of the
population (Adamusn, 1/2011 p. 23).

The largest subsector within the EU-28's real
estate activities sector in 2013 was renting and
operating of real estate (Group 68.2) which accedint
for above three quarters (77.4 %) of sectorial ealu

of the enterprise population. The second largest
subsector was real estate activities on a fee rurant
basis (Group 68.3) which contributed almost ont fif
(18.8 %) of value added and twice this share (3).8

to the workforce for real estate activities. Thealest
subsector was buying and selling of own real estate
(Group 68.1) with a 5.8 % share of the real estate
activities workforce.

The services of real estate activities are very
diverse: real estate agents let (rent) or sell on a
commission basis; traders buy and sell property;
valuers, faciliies and estate managers provide
professional services; and finally owners let prope
Most of these activities are related to the seconda
market concerned with existing property, although
some, such as property developers for own operation
are active in the primary market and are therefore

added and employed more than half (56.4 %) of the closely related to the construction sector.

workforce, as well as having over three fifths 86%)

Graph 1: Number of employees in real estate (ilmtisands) 2013
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Real estate activities have very different cost

250 300 350 400 450 500

these are not considered when calculating grosseval

structures and revenue streams. As such, careohas tadded or indicators of productivity based on this.

be taken when comparing them, particularly when
trying to measure the size of each subsector dr the
use of capital or labour. In particular, when emtises
are the owner of a good that they rent or leassr th

Lower % of home ownership in the country has
an impact on the real estate sector, which carebe s
on the example of Great Britain, Germany, ltaly,
France and Spain. The lower the % of home

financial costs and depreciation charges may ownership the greater demands on the number of

constitute the main element of their total cosis b

employees in the sector (Graph 1).
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The high wage-adjusted labour productivity ratio activities on a fee or contract basis (24.4 %) wal
recorded for the EU-28’s real estate activitiesmen above the non-financial business economy average
2013 was pulled up by the ratios recorded for renti (9.5 % in 2013), although considerably lower than f
and operating of own or leased real estate (402.0 % the renting and operating of real estate (51.3 %),
while the ratio recorded for real estate activitiesa which was the highest gross operating rate acribss a
fee or contract basis (144.0 %) was just above the non-financial business economy activities at the
non-financial business economy average (143.1 %). NACE group level.

By contrast, the gross operating rate for realtesta

Graph 2: Employment in real estate by size of eptese (%)
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EU-28 real estate activities sector in 2013 were that compose the non-financial business economy.
classified as micro enterprises (Graph 2). Thesgani  This pattern was repeated across most of the EU
enterprises dominated the real estate activitietose = Member States, as micro enterprises frequently
as they accounted for 98.1 % of the total number of accounted for more than half of the total number of
enterprises in the real estate activities sectdmjew persons employed in the real estate activitiesétt
providing employment to the majority (58.6 %) oéth
real estate activities workforce and also genegatin
more than half (57.4 %) of the added value. Indeed, 2 The main size classes used in this article foremtisg the
micro enterprises within the real estate activities results are:
sector recorded the second highest contribution to ¢ small and medium-sized enterprises (SMEs): with 249
sectorial employment and the highest contribution t persons employed, further divided into;

. . 0 micro enterprises: with less than 10 persons enaploy
sectorial value added across any of the NACE sextio 0 small enterprises: with 10 to 49 persons employed:

0 medium-sized enterprises: with 50 to 249 persons
employed;
e large enterprises: with 250 or more persons emgloye
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2013, peaking at 95.1 % of the total workforcetaiy 3 Employment in real estate Slovak Republic and
and 85.3 % in Belgium. By contrast, Poland, Sweden, the development of human resources

the Netherland and the United Kingdom reported that
less than half of those employed in the real estate
activities sector worked for micro enterprises —
although micro enterprises still had the highestrsh
(among the four size classes analysed) of the real
estate activities workforce in each of these coesitr
The United Kingdom was the only EU Member State
where micro enterprises did not provide employment
to the highest share of the workforce within thal re
estate activities sector, as large enterprises|(stmg

250 or more persons) had a 32.3 % share of sdctoria
employment, compared with a 28.7 % share for micro
enterprises. In  Switzerland, small enterprises
(employing 10 to 49 persons) accounted for the
highest proportion of the real estate activities
workforce, some 32.9 %. In terms of value addes, t
relative importance of micro enterprises was often
even higher (than for employment). For example, unemployment, which is failing as intense as to
micro enterprises accounted for the highest share o reduce the ove’rall level of unemployment on file
added value in the real estate activities sectahén e '
United Kingdom (41.6 %), and for the majority of Impact real estate marl_<et IS VISI.blt'-L' in the growth
value added in all of the remaining EU Member State ©Of employment in the intermediation of sales
for which data are available other than in France 'éspectively. rental. Since 2011, the number of
(45.2%), Poland (19.0%) and the Netherlands employed in this sector increases. Similar
(25.1%). The Netherlands was the only country developments occurred and employment from 2005 to
where micro enterprises did not record the highest 2008. As the real estate market has an impact on
share of sectorial value added, as medium-sized €Mployment, the impact on the creation of business
enterprises (employing 50 to 249 persons) accounted@ctivities. Graph 3 shows the number of employees
for 30.6 % of value added for Dutch real estate ©Nterprises by size.

activities.

The current state of the labour market in Slovakia
is characterized by its high imbalance betweenrlabo
supply and labour demand. The labour market is
essentially that what goes in all policies, withiew
to high employment, that is to ensure a high lefel
domestic production and consumption and its
equitable distribution among the population as a
whole. These contributing factors manifests itself
through the GDP as in household consumption and in
the formation and structure of fixed capital ané th
amount and structure of consumption in the public
sector (Rievajova, E. Klimko, R., 2015, p. 40). The
situation on the Slovak labour market has recently
recorded positive changes. There is an increasing
number of workers and reduced the number of
unemployed. The problem remains the long-term

Graph 3 Employment in real estate SR (humber ofdayees)
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The Slovak Republic has implemented activity in  business in the family and at the time owned the
real micro enterprises with a share of 56.5% and boom, for example, married couples and three real
medium-sized enterprises with a share of 10.5% estate agencies. With the current developmentiein t
(Graph 4). The number of persons are micro largely real estate market situation in 2008, when many
only jednoosobové. It is associated with settingaup  businesses have been canceled, may be repeated.

Graph 4: The share of employees in micro enterpsdn real estate in Slovakia (%)

m Micro (%) Medium (%)

Source: Eurostat, 2016

Demand to work in real estate is influenced by fundaments continued to the wage growth and
the amount of wages. In Figure 5 is shown the @eera reducing unemployment is not reflect through demand
wage in the national economy and real estate in pressures into faster growth in prices of market
Slovakia. Compared to the average wage in other services (NBS, The Game February 15, 2016, p. 1).
sectors it is higher. Positive development of

Graph 5: Comparison of the average wage in the patl economy and in real estate in €
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Graph 6: Comparison of the average wage by sedkCE — 2 in €
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Regulatory approaches in the real estate sectorobligation for the Member States to notify the

vary significantly from one country to another. &n
most countries have identified similar risks, it is

professions they regulate (including the activities
reserved to qualified professionals) and to astess

necessary to examine the reasoning behind suchjustification and the proportionality of existingntey

substantial differences in regulation. A number of
countries put forward historical traditions, di#eces
in civil law and differences in the organisationtbé

restrictions. In addition, the Communication on
evaluating national regulations on access to
professions lays down a methodology and work plan

profession, as well as recent trends in property for carrying out this process. The mutual evaluatio

markets as well as an economic context in order to exercise requires each country to review national
explain the individual shape of each regulatory requirements on access to professions and to ghare

regime. findings with the others.

According to the International Standard The profession of real estate agent was selected
Classification of Occupation (ISCO)3, real estate by a majority of Member States for in-depth
agents and property managers arrange the salediscussion among the first cluster of professions
purchase, rental and lease of real property, usoall (including Business  services, Construction,
behalf of clients and on a commission basis. Tasks Manufacturing, Real estate, Transport, Wholesale &

performed by real estate professionals usuallydel
obtaining information about properties to be sotd o
leased, the circumstances of their owner and thdse
of prospective buyers or tenants; showing propertie
to be sold or leased to prospective buyers or tenan
and explaining terms of sale or conditions of rent
lease; facilitating negotiations with tenants and
owners on rents and fees; drawing up leasing aled sa
agreements and estimating costs; arranging sigyfing
lease agreements and transfer of property rights;
collecting rent and bond monies on behalf of owner
and inspecting properties before, during and after
tenancies; ensuring the availability of workers to
perform maintenance of the properties.

Directive 2005/36/EC on the recognition of
professional qualificationsl, as amended by Divecti

retail) considered to have the greatest potential i
terms of level of employment and degree of mobility
For the purposes of the mutual evaluation exercise,
under the generic name of the profession “Realt&sta
agent/Real estate agency
manager/Administrator/Director” are grouped
activities related to the provision of intermediary
services in respect of real estate transactionsreaid
property assets. Many countries have reported more
than one profession regulated in the real estaterse

Conclusion

In view of current status, the real estate acésiti
must still improve and that the work of real estate

mutual evaluation of all regulated professionsidchet
59 of the revised Directive 2005/36/EC introduces a

purchasers, it is necessary to constantly be gigen
the training and development of human resources. In
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Slovakia, as well as in other countries, the inwestt

in real estate is still considered as a safe imvest
that, depending on the type of real estate, camgbri
some revenue. Intermediary in the real estate rharke
(i.e. Agents) is an independent intermediary ofl rea
estate business, representing interests of theroest
who entrusted the team (with high professional )care
as well as the client's on other side. This reguire
personal and professional competence and
professionalism.

opportunity to realize real estate transactions,
according to the potential of available resourced a
tools.

From the information submitted is not always
clear as to whether the profession of real estg¢ata
is subject to an exclusive reserve of activitiesaor
shared reserve with other professions. However, the
Commission would ask countries to be mindful that
national legislation requiring real estate agerds t
carry out that business exclusively, with the exioep

Real estate agent professional represents clientof other activities, such as management of propéesty

and accompanies him during the whole process of
implementation of the business case, which britgys i
original contribution and guarantee the delivery of
services to that client. This is particularly the
negotiation of the sale, purchase and rental ptieser
(apartments, houses, land, office, warehouse,| retai
space and objects, etc.), thus creating a good
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AGREEMENT ON IMPROVING EMPLOYEE QUALIFICATIONS — ON E OF THE EMPLOYEE
STABILIZATION TOOLS IN THE WORKPLACE

Jana PSENKOVA, Monika GULLEROVA

Abstract

Employee qualification is currently the focus offbemployers and employees. Employees who raigegtiification

improve their prospects in the labour market. Higblualified employees mean a competitive advantagenany
employers are willing to invest in employee educaprograms. On the other hand, employers investingmployee
education programs want to benefit from their hjgblalified employees. In the paper, the methodsalysis, logical
and grammatical interpretation are employed to d&the legal basis related to agreements on inipgogmployee
qualifications — the so called employee stabil@atiool obliging employees to remain in the emplayrmelationship.
The quality and quantity of employee work contithutaffects the volume of employer fulfiiments,particular

fulfilments regarding the remuneration for the waidne.

Key words

employee, employer, employee education, qualidicaigreement on improving employee qualification.

JEL Classification: J53, J32, K31

Introduction

Employee education is provided by employers
under their company welfare policies. A company
welfare policy is a part of employment-law relason
in which the key characteristic of differentiatimnot
present. The legal status of individual employees
affects the differentiation regarding the
implementation of subjective rights and legal
obligations. The quality and quantity of employee
work contribution is the main criterion for
differentiation. The quality and quantity of empéay
work contribution affects the volume of employer
fulfilments, in particular fulfilments regarding eh
remuneration for the work done. As already
mentioned, in issues related to company welfare
policies under which education and learning acésit
are organized, the principle of differentiationriet
applied.

Currently, the company welfare policies are
regarded as an instrument of collective and indiaid
human resource development in relation to achieving
economic goals. The main goal of the welfare policy
in an organization is to develop human resources an

to create a good economic conditions and welfare at

work (Masérova, Sika, Spankova, 2011).

Laws on employee education are critical ndy on
for the personal growth of employees, but also for
employers. Employers attend to deepening or
improving employee qualifications. Employers
negotiate measures on deepening or improving
employee gualifications with employee
representatives.

Today, education must focus on the concept of
human capital, which encompasses expert
professionalism, well developed individual skills,
intellectual potential, and professionally relevant
personality characteristics (Strunz, Voji@\2014).

Creative education focuses on developing meat
abilities of man, consolidating his/her professiona
growth, as well as on innovations and analysing
problems and various activities. Creative education
supports self-awareness of facts, self-knowing of
individuality, knowledge transformation to the
potential of thought and self-development
(Krajnakova, Vojtovk, 2015).

A great number of employers are willing toest
in employee education. Employers investing in
enhancing employee qualifications want to benefit
from their highly-qualified employees. The authofs
the paper employed the methods of analysis, logical
and grammatical interpretation to discuss the legal
basis related to agreements on improving employee
qualifications — the so called employee stabilorati
tool obliging employees to remain in the employment
relationship.

Deepening and increasing qualification

Employee qualifications are currently the foaf
both employers and employees. Education policies
and education programs are primarily aimed to have
skilled, educated and capable people availabledaro
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to meet the current and future needs of an
organization.

Education of today is designed to develop hhuma
personality, to which the content of education, i.e
knowledge, skills and habits, intellectual abibtie
attitudes and specific characteristics requiredtiar
inclusion into society, is adapted. In additione th
concept of education has certain time limits, wathi
which individuals shall prepare for their futurehilg
lifelong learning is amust for a continuous
development of individuals (Révézsova, 2010, p.
825).

Corporate education refers to learning addisit
organized by a company, encompassing in-house
learning activities, courses outside the company an
on the job learning (Skopal, 2011).

Investing in  human capital brings about
improvement of performance, flexibility, and
productivity, and enhances the ability to innovate,
which naturally follows from continuous enhancement
of qualification as well as skills and expertisestdff
(Grertikova, Vojtovi, Gullerova, 2013).

Investment in human capital refers to all the
activities leading to increased quality of the work
offered. These activities should then have permanen
or at least repetitive impact, either monetary or
psychical in nature (Vojtovj Krajnakova, 2014).

In order to explain the role of education and
expertise in building prosperity and economic gigwt
economists such as for instance Theodore Schuttz an
others used the metaphor of "capital" - the age-old
economic concept. They claimed that people invest i
their training and education to create a stockkdfss
and competences (capital) that can deliver longrter
profitability. Such investments can be beneficiat f
the national economy in promoting economic growth
(Stefartikova, 2015, p. 33).

Education of employees is regulated by the
fundamental employment law in Slovakia — Act No.
311/2001 Coll. Labour Code as amended (hereinafter
referred to as ,Labour Code"). The terms of
increasing and deepening qualifications are uset, y
not defined in the Labour Code.

Deepening of qualification also includes its
maintaining and refreshing. Qualification is deegzn
when deepening, maintaining or refreshing
qualifications are done in the same qualificatievel
obtained by completing appropriate education. & is
permanent upgrade the professional skills of
employees that are necessary to perform the work
under the employment contract (Barancova, 2012,
p. 793).

Qualification is increased when the level
qualification achieved is higher, such as gettiegvn

of

qualifications or obtaining qualifications by thosbo
were not qualified before.

"Education — path to prosperity" is one @& thost
common slogans found in anumber of materials,
documents, and heard in seminars and conferences on
human resource development. Prosperity mostly
indicates increased consumption and competitiveness
of countries / regions, low unemployment rates, etc
The strength of action of this approach, accordmng
which education is a means to maintain and further
develop economic prosperity is so great that it esak
education policy both in individual countries and
regions, as well as in multinational organizatieamsl
structures, as well as in the European Union. The
current view of education as a means for maintginin
and developing economic prosperity made countries
and regions, as well as supranational corporatmias
the European Union adapt their educational policies
accordingly (Gretikova — Spankova, 2012, p. 35).

Innovations and innovation policies and stgis
implementations are one of the most important @spec
of current international economics and business
development issues. It is the key not only to éngat
more jobs and improving quality of life, but alsm t
maintaining companies’ competitiveness on the dloba
market and states’/economies’ competitiveness
enhancement within the international economics
system (Kordo§, 2016).

Employees starting an employment relationship
without qualifications can be provided trainings
and/or tuitions by their employers. Upon training o
tuition completion, employers will issue a certifie
on training / tuition completion to respective
employees. Training and tuition are short-term ways
of getting qualifications, they do not take thenfioof
continuing training for the occupation.

Employers are obliged to retrain the employees
who are assigned to a new workplace or to a new job
when necessary, especially when reorganizing or
downsizing. The issue of retraining is regulatedhsy
Act No. 5/2004 Coll. on employment services and on
amending and supplementing certain laws. In this
case, employers shall conclude a written agreement
with employees in question. Retraining takes place
during working hours and is an obstacle on the giart
an employee, for which he/she shall get a wage
compensation in the amount of average earnings.
Retraining outside the working hours is performed
only if necessary regarding its provision. The
respective Office of Labour, Social Affairs and
Family may provide the employer, upon a written
agreement, a financial contribution for the empiye
retraining.

An employee is obliged to systematically daep
his/her gualification for the performance of work a
stipulated in the employment contract. An emplager
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entitted to oblige the employee to participate in
continuing education in order to enhance his/her
qualification. Participation in education is the
performance of work for which employees are to be
paid a wage.

It follows that "deepening of qualification"s a
opposed to increasing qualification is an employee
legal obligation. Thus, pursuant to § 154 sec8auf

the Labour Code, employees are obliged to deepen—

their qualification, including its maintenance and
deepening, necessary for performing their work,
especially when tasked by employers” (Lowy, 2012).

Zamestnavale je teda opravheny nariadi
zamestnancovi prélblenie kvalifikacie, a to
nariadenim &asti napr. na kurze alebo Skoleni. Ak
zamestnavate nariadi zamestnancovi ¢as na
daldom vzdelavani zasélom prelibenia kvalifikacie
a zamestnanec tento prikaz odmietne, resp. homespl
je mozné takéto konanie klasifikavako porusenie
pracovnej discipliny. Nasledkom takéhoto poruSenia
pracovnej discipliny méze Bynapriklad sko&enie
pracovného pomeru vypodeu, pripadne mzdové
opatrenie v6i zamestnancovi ( nepriznanie odmien
a podobne).

Further education is understood, pursuant 20 §
section 3 of the Act No. 568/2009 Coll. on lifelong
learning and on amending certain laws, as "edutatio
in educational institutions of further education
following previous school education. Further
education allows to get a partial or full qualitica or
amend, renew, extend or deepen the qualificatido or
satisfy interests or to acquire ability to partatp in
society and civic life. Successful completion atlfier
education does not mean getting an educational
degree”

Agreement on improving qualifications

Agreement on improving qualifications or the s
called stabilization agreement is a bilateral leget
between an employee and an employer. In order to
conclude such an agreement, the expression obfwill
both an employer and employee is required. It has,
however, to be noted employees cannot legally claim
employer assistance in improving their skills. The
legal claim arises upon concluding the agreemedit an
its extent is specified in the agreement.

Agreement on improving qualifications has the
functions related to:

stabilization (employees are obliged to remain
working with their employers),

reimbursement (employsrobligation to
reimburse employee costs for improving their
qualifications),

qualifications (the purpose is to improve
employee qualifications).
Employers may, but are not legally obliged to,
conclude with their employees an agreement on
improving qualifications. Upon its conclusion,
employers are obliged:
to provide their employees days off,
to provide their employees wage compensation,
to reimburse other costs associated with the
study.

in connection with the
conclusion of the agreement on improving
qualifications include mainly employee wage
compensation for the time off, as well as other
expenses related to studies, such as for instartmnt
fees, travel expenses, accommodation expensey, stud
literature, etc., whereas employers expect empkyee
to pay back their investment in the form of
stabilization commitment. This means that employers
will be able to make use of the employee increased
qualifications as a competitive advantage for aste
the agreed period of time.

Employee stabilization commitment, resulting
from the agreement on improving qualification,
obliges employees in question to remain workindnwit
their employers after completing their studies or t
pay the costs associated with the study, even when
employees terminate their employment before
completing their study. The agreement must be
concluded in writing, otherwise it is invalid.

Agreement on improving qualifications must
include the following information:

The employer costs

1. type of qualification and way of its increase
(form of study),
2. field of study and school credentials,

the period for which the employee commits
himself/herself to remaining in the employment
relationship with the employer,

type of costs and their total sum that the
employee shall be obliged to repay to the
employer if he/she do not fulfil his/her
commitment to remain in the employment
relationship with the employer for the duration of
the agreed period.

Expenditures on employee education and retigiin
and own educational establishments are employer tax
expenditures pursuant to § 19 par. 2 point. c)i@ect
3 of Act No. 595/2003 Coll. on income tax, tax
expenditures, which are applicable only to the mixte
and under the conditions laid down in this Act, oa
condition that they are used to generate, ensutle an
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maintain the employer income. On the part of an
employee, pursuant to 8 5 par. 7 point. a) of Azt n

595/2003 on income tax, exempt is only income _

specified as "the amount spent by the employer on
employee training, which is linked to the activity
business of the employer; This exemption does not
apply to the amounts paid to the employee as
compensation for loss of taxable income. "

An employee is bound to remain with the emptoy
for an agreed time up to five years. If an employee
fulfils his/her obligation only in part, costs te Ipaid
shall be reduced proportionately.

The agreed time does not include the follgwin
performance of extraordinary service during

a state of crisis or alternative service during
wartime or in a state of war

maternity and parental leave

absence from work due to execution a sentence
of imprisonment or detention, where an employee
was legally sentenced to such.

An employer may conclude with an ergpko
an agreement on increasing qualifications also with
regard to reinforcing a qualification, if the expst
costs amount to at least EUR 1,700. In this case an
employee cannot be set reinforcement of his/her
qualification as a duty.

The obligation of an employee to repay cobktdls
not arise, particularly, if:
the employer during the course of increasing
qualification ceased to provide time off from
work and wage compensation, because the
employee, through no fault of his/her own,
became long-term incapacitated to perform such
work for which he/she was increasing his/her
qualification,
the employment relationship was terminated by
way of notice given by an employer for reasons
pursuant to 8 63, section 1, letter a) and b) ef th
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PUBLIC ADMINISTRATION IN THE TERRITORY OF THE SLOVA K REPUBLIC AFTER 1990

Jana MASAROVA, Eva KOISOVA, Jozef HABANIK

Abstract

Following 1989, major changes occurred in politicabcial and economic spheres in the Slovak Repulai new

system of public administration reflecting the aimgoeconomic and political changes in society stdio be built
in 1990.There were also changes in the territorial and adistrative organization of Slovakia. The formerrehéevel

system of national committees was abolished. THerme of public administration resulted in separastate

administration and local self-government. Localf-ggivernment and regional self-government werebdisteed. The
organization of state administration was changea, tRegional and district national committees wabelished and
state administration powers were transferred to Iyeastablished district and sub-district officeatelr to regional

offices. Finally, district offices were restoreddaregional offices were abolished. Recently, muitdngon has been
paid to having efficient and up-to-date systemutdlip administration and to providing adequate seeg to citizens and
private sector by local state governments.

Key words
Public administration, District, Region, Municipsli Regional self-government, ESO programme.

JEL Classification: H70, H83, N93

Introduction In 1990, foundations for a new democratic model
of public administration were laid in Slovakia. Blee
changes were intended to overcome and eliminate the
shortcomings of centralized control of state
administration. (Kosorin, 2003) The former there-
level system of national committees in which state
power and administration as well as partagfal self-
governmentwere concentrated, was abolished in
1990. The public administration reform separate th
state administration from the local self-government
Under the Act No. 369/1990 Coll. on Municipal
Administration, local self-government was made tip o
municipalities — territorial and administrative tmi
Pursuant to the Act on Municipal Administration and
the Act No. 518/1990 Coll. on Transition of the

The events of November 1989 ushered in a period
of major changes in the political, social and ecoito
areas. The changes also included the new tertitoria
and administrative organization of Slovakia as péart
the Czecho-Slovakia. As stated by iNihsky and
Hamalova (2013), a new system of public
administration reflecting the ongoing economic and
political changes in society started to be buill @90.
The origins of creating a modern and democratic
model of public administration in Slovakia are kuk
to laying the foundations of a dual system under
which the local self-government was restored and

strengthened, and a new subsystem of territoradé st founding function from national committees towards
administration was established. ding Tt . .
) municipalities, central bodies of state adminisbrat
_The former centralized system was replaced by the gnq |ocal state administration bodies, the rightd a
principle of subsidiarity i.e. the management and gpjigations of the former local national committées

administration of public affairs at the closest pbke designated areas were transferred to municipalities
level to citizens. Machyniak (2013) states thatitea and the basic functions of municipal self-governtaen
of transferring competences to lower levels isabal ~  \yere defined. The Act on Municipal Administration

trend; being apparent in the so called principle of mnade municipalities equal (excluding Bratislava and
subsidiarity, but its actual implementation canhet KosSice). It follows that regardless of their size,

ensured absolutely since it often is in contraditti  mynicipalities have to fulfil the same tasks, which

with the intentions of political elite in power. causes problems especially to small villages imser
of personnel, organization and finance. The first
1. Development of the public administration municipal elections were held in 1990. Municipatti
system and territorial division of Slovakia became independent self-governing units which were
after 1990 not subjected to state bodies, but their activites!d

only be performed within their own budget, wheraas
substantial part of their revenue was made up ef th
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proportionate amount of collected taxes allocated t were transferred to newly established district
them by the central level. During this period, (okresné) and sub-district (obvodné) offices. mistr
however, no significant change towards the offices were established in seats of former distric
decentralization of state administration to locelf-s national committees, and thus 38 district officesrav
government has taken place. set up (Figure 1). Districts were subdivided infi 1
Changes irstate administratiowere governed by ~ Sub-district offices that performed state-admiaition
the Act No. 472/1990 Coll. on the Organization of duties. In addition to these general state admatieh
Local State Administration. Under the Act No. Offices, specialized state administration officesrev
472/1990, regional and district national committees S€tup at district and sub-district levels.
were abolished and state administration competences

Figure 1: Districts of the Slovak Republic (1990-96)

Source: https://sk.wikipedia.org/wiki/Administrat@%@ADvne_%C4%8Dlenenie_Slovenska_v_rokoch_1990
_%E2%80%93 1996

According to Mesikova (2008), the system of local their duties without any coordination. By sepamgtin
self-government bodies was highly complicated ia th  the specialized state administration from the ganer
period of time, and the efficiency of the system state administration, the local state governmend wa
performance was questioned. This was when the ideaperforming its duties and responsibilities in ayer
of constituting a more efficient model of localtsta  complicated and obscure manner for an ordinary
administration was born. It was intended to integgra  citizen. This process resulted in a changed spartidl
horizontally some local bodies of state adminigirat vertical structure of bodies.

(e.9. school administrations, environmental offices | the following years, efforts to decentralize the
Fire protection Corps, etc.) into a single unitif public administration were no longer made since the
that would perform the substantial number of state rejations between the Czech and Slovak Federative
administration duties within its territory. Republic became of primary concern. Different
Slavik, Klobwnik and Suvada (2013) refer to this political views on the future functioning of the
phase of changes in the territorial and adminisgat  Czecho-Slovakia led to its demise and the emergence
organization of Slovakia as a transitional stage in of two independent states.
which two levels of artificially created spatial it
(completely different from the traditional and raiu
system of small districts) were combined. The atgtho
maintain that the establishment of sub-districtcef
was too complicated and costly. In addition, the
specialized state administration was created dwer t Slovakia became an independent state on January
years 1991-1993 through gradual disintegration of 1, 1993. The public administration system did not
several state administration offices which perfatme changed until the Act No. 221/1996 Coll. on

2. Changes in the territorial and administrative
arrangement of Slovakia after 1996
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Territorial and Administrative Organisation of the

Zilina, Banskéa Bystrica, PreSov, and Kosice) and 79

Slovak Republic was adopted. The act introduced a districts (Figure 2). Compared to the previous ayst

new local state administration system, under which
regions and districts became new administrativésuni
Three proposals for a new territorial and
administrative arrangement were developed. The firs
proposed to restore the system of former countes,

the number of districts increased considerablytaed
cities of Bratislava and KoSice were divided into 5
and 4 districts respectively. The state power was
exercised by regional and district offices whichreve
set up in the regional and district cities. In this

second one proposed to establish the system of eigh process, bodies of specialized state administration

areas (regions), and the third one proposed toreest
the system of large regions. While several experts
argue that the county option was the most suitalhée,

were (only partially) integrated. In this periodtofe,
state administration enjoyed a stronger positiaanth
the self-government that was exercised at the

second option was chosen and Slovakia was divided municipal level. The second level in the system of

into 8 regions (Bratislava, Trnava, Tém, Nitra,

self-governing bodies was still missing.

Figure 2: Administrative arrangement of Slovak Reblic after 1996

SLOVAK REPUBLIC

administrative arrangement

Popalation Density:
Swrfiace Area:
Neighbouring Conntries:

5398 657 (31.12.1999)
110,06 inbab. per km2

#9034 km2

CZECH REPUBLIC - 251,8 k1,

POLAND - 542,1 ken,
UKRAINE- 97,6 km,

HUNGARY - 678,5 ki,

AUSTRIA - 206,7 km,

-« IEDOE0O0E0Y i

Scale 1:1600000

@ ro00. ErasDatrFro, spol. s 7 0.,
Oclor infarmadky SYSMV 5

Podkiady: SVS MV SR
Grofickt spracovonte: CIS AreView (madzickrporapr)

Source: http://www.minv.sk/?uzemne-a-spravne-uagariie-slovenskej-republiky

The principal stage of the public administration
reform commenced after the elections in 1998. First
government  plenipotentiary for the  public
administration reform was appointed. He set up work
teams that were in charge of preparing the public
administration reform. Very inspiring were founcdeth
discussion fora on the reform of public adminigtrat
organized for experts as well as in individual Slov
regions. The outcome was tlrategy of the public
administration reform of the S&lopted by the Slovak
Government in 1999 and subsequently @omcept of
Decentralization and Modernization of the Public
Administration in the SRvas adopted by the Slovak
Government in 2000. (Kolektiv, 2012)

In 1999, Slovakia signed the European Charter of
Local Self-Government. The Charter is an
international treaty laying down principles of lbca
self-government, thus acknowledging the importance
of local government as one of the main foundatwins
any democratic regime. (Ministry of Interior)

The government continued in decentralizing and
deconcentrating the state administration and
committed themselves to reconsider the scope,
efficiency and structure of district and regional
offices, and to put forward a new system of
organization of local state administration. The
processes were aimed to strengthen the role and
responsibilities of local self-government in prawigl
services to citizens by decentralizing public fioan

54




SOCIALNO -EKONOMICKA REVUE [/ 01-2017

strengthening tax revenues of municipalities, and
determining tax revenues of higher territorial anit
The reform pursued the following objectives: to
regulate the relationship between the state - negio
municipality - citizen so that problems were sohatd
the level where they could be addressed most
effectively. In addition, the reform was designed t
alter the administrative division of the SR, to
introduce a three-tier model of public administrati

to strengthen the autonomy of local government
authorities through the transfer of state competgnc
to introduce a new system of financing, as weltas
strengthen the financial independence of local- self
governments; and to increase the accountability of
self-governments for efficient operation of public
administration and regional policy. Having
implemented the public administration reform, the

performance. The Act regulates the rights and
obligations of the state and civil servants resglti
from the performance of the civil service or in
connection with the implementation of the civil
service. Stamova, Staova and Siakova-Beblava
(2014) write that the Act on Civil Service provided
the legal framework for the civil service and was
aimed to establish professional, impartial, pcdillic
neutral, efficient and flexible civil service. Thct
made a clear distinction between political (ministe
state secretary) and apolitical posts (head oteffi
directors general of the sections, directors of
departments and other civil servants at ministries)
The Civil Service Office was set up and was
responsible for the implementation of the Act
(abolished in June 2006).

The Act No. 313/2001 Coll. on Public Service

horizontal division of power and vertical divisiaf
competences.

In this period of time, independent offices were
established within the state administration, system
e.g. school inspection, veterinary administratifrg
protection, public procurement, cadastre
administration, etc. BuSik (2005) states, thatwas a
response to strong tendencies of the respectivieaten
bodies to atomize state administration as wellhas t
wish for acquiring higher prestige. Some of thdesta
administration duties could be performed by other
legal entities, for instance state budgetary
organisations (directly controlled by ministriesiat
were assigned with technical and purposeful tasks.
Kosorin (2003) argues that rapid development was
observed in the establishment of public corporation
as part of the specialized authorities and advisory
boards of various types and levels.

The second level of territorial self-administration
envisioned by the Slovak Constitution of 1992 was
enacted by law — the Act No. 302 of 2001. As of
2002, eight higher territorial units — self-governgi
regions were established and started to work within
the region borders as set in 1996.

According to Vrbirtik (2012), the establishment of
8 regions disrupted the natural regional differ@itin
of Slovakia. Instead of establishing economically

and of work related to the territorial self-govemmh

In addition, specialized laws, which established th
civil service of soldiers, policemen, customs adfic
and firefighters were adopted. In the following fga
several legislative changes were made, which meant
gradual demise of the basic principles regulatimg t
law on civil service. (Statmva, Stéiova, Stakova-
Beblava, 2014)

The Act on Public Service was replaced by the Act
on execution of work of public interest in 2003dan
was amended several times in the following years
(similarly as the Act on Civil Service). Signifidan
changes occurred in this area mainly in 2006 and
20009.

Over the years 2002-2004, within the first stage of
fiscal decentralization, selected competences ef th
state administration were gradually transferred to
municipalities and higher territorial units in ord®
ensure their effective performance. They were mainl
competences related to education, healthcare, |socia
services, regional development, road communications
tourism, etc.

Simultaneously, the system of financing
municipalities and higher territorial units was
changed. The purpose of fiscal decentralizatiotois
make local self-governments decide with utmost
responsibility themselves on issues of local nature

homogenous units, heterogeneous ones were createdyhereas making the best use of resources for the

which had negative effects on the internal intggoit
natural Slovak regions.

In 2001, the Act on Municipalities was

substantially amended, whereby the autonomous (2003),

status of  municipalites was  significantly
strengthened. In addition, acts on public officiakre
adopted (Act on Public Service, Act on Civil Sep)ic
The Act No. 312/2001 Coll. on Civil Service and on
the amendments to certain Acts stipulated for itse f
time the legal relations in the Slovak civil servic

benefit of their citizens. Fiscal decentralizativas to
strengthen the financial position and independerice
self-governments and higher territorial units. Kidso
however, says that the process of
decentralization did not bring any significant
improvements since the local self-government shared
majority of its competences with state administrati
Financing of municipalities and higher territonalits
depended on central government and they had no
direct say in the process of adopting laws.
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3. Public administration reforms in the Slovak
Republic since 2004

A number of systemic changes were made in the
state administration of the Slovak Republic duting
years 2003 and 2004. By the government resolution
No. 371/2003 of May 14, 2003 the Concept of
Organization of Local State Administration was
approved. In line with the process of decentralirat
district offices of integrated local state admiration
were abolished. More than 400 state administration
competences were transferred to municipalities and
higher territorial units to improve effectivenessda
quality of state administration management.

within its territorial scope. Sub-district officasere
established as local state administration bodies, b
had no legal personality. Sub-district offices ieatr
out duties related to general internal adminisirgti
sole trading, civil protection, crisis situations,
excluding war and state of war. (Mesikova, 2008, p.
93) Specialized district and sub-district officesr f
road transport (8+46), regional and sub-districtdla
offices (8+44), regional and sub-district forediaafs
(8+40), regional and sub-district offices for the
environment (8+46), regional building offices (8),
regional school offices (8) were established. The
scope of activities of specialized sub-districtic#é
normally covered the area of several former distric
Districts ceased to be the direct carriers of the

From 1 January 2004, separate bodies of generaligrritorial state administration, although in mast

state  administration and  specialized state
administration were set up at the level of regi(8ls
and district offices were replaced by sub-district
offices of state administration (44-50). Thus, oegil
bodies acted as service offices in relation to gess
performing state and public service not only in the
scope of district offices but also sub-districticgs

Table 1: Bodies of specialized local state admirésbn

their seats (as well as in other municipalities)
permanent or temporary sub-district offices were
established. (Nitansky, Hamalova, 2013, p. 7) Table
1 shows bodies of specialized local state
administration by sectoral scope of activities &4 o
January 2004.

by sectoral scope of activities as of 1 Jama 2004

Name of the specialized g Name of the specialized g Established
Ministry of local administraption bod £ local state g by Act No.
Y1 3 administration body > / Coll.
Interior Sub-district Office 50 District Office 8 515/2003
Sub-district Office for District Office for Road
Transport Road Transport and 46 | Transport and 8 534/2003
Communications Communications
Sub-district Land Office | 44 | District Land Office 8
Environment Sub_—dlstrlct Office of the 46 Dlst_r|ct Office of the 8 595/2003
Environment Environment
Environment Insp_ectorate of the 8 525/2003
Environment
Health Regional Office of Public 36 578/2003
Health
Labour, Social Office of Labour, Social
Affairs and Family | Affairs and Family 46 453/2003

Source: Elaborated according to Volko and Kis (200.66)

A too large number of specialized state
administration bodies resulted in the fragmentatbn
the state administration and lack of transparendié
organizational structure of public administraticor f
citizens. Under this system, the costs for
administration of public affairs were higher,

From 2004, executive power was exercised by the
GovernmentFigure 3). According to the Competency
Law, ministries and other central state administrat
bodies shared executive competences and
responsibilities for the execution of state
administration. In addition, Ministry of Interior ag

legitimate procedures were not transparent, and law responsible for coordinating local state adminigira

enforcement was not effective.

within regions. In terms of self-government, howeve
municipalities were not subordinate to regions.
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Figure 3: Organization of public administration asf 1 January, 2004

State administration

Governmen

Ministries, central bodies

Regional offices of general and specialized state

administratior

Sub-district offices of general and specializef

state administratio

\ 4 .
Permanent and temporary departments, whe¢n

justified

Local self-g@rnment

Municipalities

Source: elaborated according to Volko and Kis (2007

Municipalitieshave legal personality at the level of
local self-government. They own property, haverthei

and redistribution of transfers from the state lmidg
using a formula considering the structure of

own budget, are independent in terms of personnel transferred competences.

and finance, may do business, collect local taxes a
fees. They may participate in activities related to
international, cross-border and national coopematio
Self-government is performed by elected bodies,
voting by citizens, local referenda, and public
meetings. Within their self-government competences,
municipalities may issue generally binding regualasi
and statements. Additionally, municipalities ensure
the exercise of the transferred scope of activities
state administration.

The entry of Slovakia into the European Union had
a significant impact on municipalities as the rofe
self-governments in  the system of public
administration was strengthened. Thus, municifesliti
were not only able to start cross-border coopearnatio
ratify international documents related to localf-sel

Higher territorial unitsalso have legal personality.
They own property, have their own budget, may do
business, and collect administrative fees. They may
participate in activities related to internationaipss-
border and national cooperation. Self-government is
performed by elected bodies and referenda. Within
their competences, higher territorial units mayéss
generally binding regulations. Self-government of
higher territorial units has self-governing (origin
competences, however, they also perform some tasks
transferred to them from the state administrateug.(
some competences in areas of education, healtt, roa
transport).

Fiscal decentralizationas mentioned above, built
on the reforms of 2002 — 2004 when the first stafge
fiscal decentralization was completed as a part of

government, but they were also competent to make transferring competences to municipalities and- self

targeted allocations of EU structural funds as \asll
those of community programs for municipalities and
associations of municipalities.

In the context of fiscal decentralization, changes
also affected the funding of municipalities builglion
the comprehensive tax reform and a flat tax onifprof
(19%) from 1 January 2005. The changes were
intended to strengthen fiscal autonomy of
municipalities in terms of property and local taxes

governing regions. During the first stage, a specid
temporary regime of financing the transferred
competences was used (the so called decentrafizatio
subsidies from the state budget). (Kozovsky, 2005).
This method of financing caused several problems.
For instance, in terms of decentralization subsidie
changes in the transfer of tasks from the state
administration to local self-government were not
considered, such as payments to employee insurance
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schemes, property insurance, etc. Local self- tax of legal persons was collected by the state Th
governments took over not only the tasks but also income tax of legal persons was a proportionate tax
deficiencies caused by the mismanagement of statethe yield of which was distributed to municipalije
property without any financial compensation, sush a higher territorial units and the state in the rabio
unsettled properties, lack of documentation or 70.3%, 23.5% and 6.2% respectively. The government
inspection reports, unfinished buildings, etc. Aot regulation set the criteria for further distributiof the
problem was that the state transferred competdnces income tax to villages and higher territorial units
all municipalities, but the volume of funds transéel (population, area, population density, population
amounted to that of fulfilling the tasks in 79 dist social and age structure, altitude, number of guipil
offices. Moreover, the state did not allow self- elementary schools of art and other school fagditi
governments to manage the assets in a rational androad length). Thus, budget making of self-
efficient manner as they were obliged to maintammt  governments became more transparent and it was
original purpose of assets handed over iihiisky, easier to plan their revenue and expenses.

20095). Since the problems were not overcome, the  The follow-upreform of 2007built on a series of
issue of funding had to be addressed. Thereforef as  yeforms implemented after the admission of the
1 January, 2004 the purposeful subsidies were giovak Republic to the EU in 2004. Pursuant to the
replaced by the so called global subsidies — dapita Act 254/2007 Coll., regional offices of the sectora
and current expenditures. Bodies of higher teiator  gcope of the Interior Ministry were abolished a8of
units are in charge of allocating the subsidiesk$a  geptember, 2007. The scope of their activities was
performed on behalf of the state (transferred passed to the sub-district bodies and relevant
competences) remained to be financed by purposeful ministries, i.e. all the rights and obligations wer
subsidies.  The process of fiscal decentralization transferred to sub-district offices based in reginith
continued in its second stage of 2005 in order to agjusted conditions. (Mariova et al. 2013, p. 77)
improve the financial independence of territorielf-s Thus, the independent position of sub-districtaafé
government, increase pressure on more efficient was strengthened since they became legal entities.
expending one’s own revenues, and last but not,leas additionally, they became budgetary organizations
the interconnectedness of range and quality of and financially linked to the budget of the Slovak

services provided by self-governments and theeaeff
on tax burden of population. (Ko¥@a, 2010)

Within the second stage of the fiscal
decentralisation, revenue budgets were decentlalise
Powers related to the generation of financial reses.
were transferred to municipalities and higher
territorial units. Thus, the financial independerufe
self-governments was strengthened.
Horvathova (2009), the issue of tax revenue played
critical role in public budget making. Thus, the ta
powers and tax determination were divided to
individual levels. This applied especially to sdiidse

Ministry of Interior. Sub-district offices were Idoly
mayors who were appointed to and removed from the
office by the Slovak government upon the proposal o
the Minister of Interior. Mesikova (2008, p. 24ates
that some responsibilities related to civil regesty
public collections and national symbols were also
transferred to sub-district offices (50). The matte

As stated byregarding the issuance of special licenses anctheehi

markings for the disabled, integrated rescue system
civil protection and crisis management were handled
by 8 sub-district offices. Part of responsibilities
regarding the citizenship procedures, registried an

taxes raising regular and sufficient revenue. Seven sole trading were transferred to the Ministry of

local fees turned into local taxes, whose revenas w
included in the budget of municipalities. Real tsta
tax was collected by municipalities, road tax (tax

motor vehicles) became a regional tax, and thenigco

Interior. Concerning the scope of activities, some
ministries were to exercise a two-level state
administration (Figure 4-6).
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Figure 4: Specialized state administration bodie®nking at regional and sub-district level under the
control of respective ministries

Min. of Transport, Ministry of Ministry of the Office for Geodesy,
Construction, Agriculture and Environment Cartography and
Regional Rural Development Cadastre

Development

\4 \4 \4 \4 \ 4

Regional Offices of Regional Regional Regional Offices of the Cadastral Offices
Road Transport and Land Offices Forest Environment
Communications Offices
\ 4 \ 4 A 4 y \ 4
Sub-district Offices of Sub-district Sub- Sub-district Offices of Cadastre Authorities
Road Transport and Land Offices district the Environment (46) 79
Communications (46) (44) Forest (79)
Offices
(40)

Source: elaborated according to MariSova et al.{20p. 78)

Figure 5: Specialized state administration bodiestablished at the level of central office and sub-
districts under the control of respective ministsie

Ministry of Health Ministry of Labour, Ministry of Finance || Ministry of Culture
Social Affairs and
Family
\4 \4 \4 \ 4
Office of Public Health Central Office of Labour, Financial Administration Monuments Board
Social Affairs and
Family
Regional Offices of Regional Offices of Tax Offices (8) Regional Monuments
Public Health (36) Labour, Social Affairs Offices
and Family (46) (8)

Source: elaborated according to MariSova et al.}20p.78)
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Figure 6: Specialized state administration bodiestablished at the district level under the controf
respective ministries

Ministry of Interior

N

Presidium of Fire and Presidium of the Police
Rescue Corps Force
A 4 A 4
Regional Administrations Regional Administrations

of Fire and Rescue Corp of the Police Force

"2}

A 4

District Administrations District Administrations
of FaRC(51) of the PF

Source: elaborated according to MariSova et al.{20p.79)

Figures 4 and 5 show that the local state income tax of natural persons, expanding the sobpe
administration consisted of sub-district officeslyon  exemptions from local taxes, extending the scope of
(the so called general ones) at regional level from state-determined compulsory municipal expenditures,
October 2007. The implemented reforms placed heavy etc. (Niziansky, Hamalova, 2013)
material and political responsibility on ministeaad
ministries. There was also a decrease in the nuotfber
offices and public employees by which the set goal
was achieved, i.e. streamlining the entire state
administration system at the level of regions,
municipalities and villages. The public administration system has undergone

Regarding changes in the system of local self- further changes since 2013. The most significasson

governments, the Government of the Slovak Republic include  ESO  Programme,  electronic  public
took note of the Concept of modernisation of trealo ~ @dministration, and changes in the way how self-
self-government system in 2009. Its objectivestidel government works.
the economization and computerization of local-self In their Program Declaration for 2012 through
governments and human resource development. 2016, the Slovak Government committed themselves
Special attention was paid to making the perforreanc to adopt measures to make public administration
of local self-governments more efficient, and oftée performance more efficient and advanced. H&O
quality. In addition, transparency, openness, Programme (Efficient, Reliable and Open state
engagement and responsibility were of interest and administration) was approved by the Government of
importance. In the area of human resources the SR in April 2012. Its implementation should
development, various forms of education of loc#tse  simplify the provision of services ensured by thees
government employees, in particular those funded by to the citizens. From the point of view of citizessd
the European Social Fund have been dealt with. business entities, general government should be
By adopting some legislative changes over the Simple, well-arranged and accessible, it shouldkwor
years 2005 — 2012, municipalities were assigned new Sustainably, transparently and with efficiently spe
duties. However, the principle of subsidiarity wat ~ financial means. There have been three stages to
respected and major discrepancies between theachieve this target. One of the main pillars of the
municipal scope of competences and sources of theirreform is the integration of specialized local stat

effect on municipal financing, e.g. decreasing the the Act No. 345/2012 Coll. on Certain Measures

share of local self-governments in tax revenue from concerning State Administration, the existing regio

4. Changes in the public administration system of
the Slovak Republic after 2013
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offices of specialized state administration were
abolished and their responsibilities were transfito
integrated bodies in the respective territory. Raing
to the Act implemented in the first stage of themna,
64 specialized regional offices were abolished fas o

2014: 67%, 2015: 68.5%) and for higher territorial
units (2014: 21.9%, 2015: 29.2%). From 2015, the
revenue from the motor vehicle tax goes to theestat
budget, not to the higher territorial units as was

case before 2015. Frequent changes in self-

January 2013 and their competences were passed omgovernment financing cause not only financial

other state institutions.

difficulties to municipalities and higher territati

The aim of the second stage was to create aunits but also enlarge the discrepancy between the

uniform system of local state administration bodies
Effective from 1 October, 2013, the sub-district
offices of the Environment, sub-district officesr fo
road transport and communications, sub-districtdor
offices, sub-district land offices and cadastre
administrations were abolished. Pursuant to the Act
No. 180/2013 Coll., the district offices of intetgd
local state administration were re-established 2n 7
locations (Bratislava and KoSice had one district
office each, with the territorial scope coveringthe
districts of these cities). Only some of the stifies

in the respective territory were affected by the

scope of powers and duties and own funding options.

Representatives of civil service and local self-
governments oppose the transfer of other
competencies to local self-governments in terms of
the application of subsidiarity principle. A marked
fragmentationof the Slovak settlement structure is
another obstacle. Slovakia is characterized by a
strongly fragmented settlement structure, and a poo
structure of municipalities. As stated by Tichy @3},
the present form of the Slovak settlement strucisire
affected by several factors, such as broken terrain
history of settlement, development of economic

changes. Several of them (Police Force, Fire and activities and their concentration in selected tiore,

Rescue Corps, Mining Office Board, Labour
Inspectorate, Financial Administration, Monuments
Board, State Trade Inspection, Veterinary and Food
Administration) should continue performing their
duties under special arrangements.

The third stage of the reform was aimed to
integrate specialized local state administratiodid®
into a district office, restructure and transformmey
specialized bodies at regional level, make the
performance of central bodies of state adminigmati
as well as self-government more efficient, esthblis
client centres for citizenlient centreshave been
established to ensure contact of the citizens tiéh
integrated local government. They operate withia th
organizational structure of district offices. Their
purpose is to ensure communication with the
respective offices and to deliver final products to
citizens.

The centres provide services according to
individual agenda branches: Trade Licences; Rggistr
Residential; Section of Road Transport; the
Environment; Documents and Registration of
Vehicles; Commercial Register — extract from the
Commercial Register; Offences; Education Section;
Forest and Land Office; Labour, Social Affairs and
Family; Social Insurance Agenda; Tax Agenda;
Health Insurance Agenda. It follows that clienttces
provide inter-ministerial agendas. Therefore, it is
necessary to optimize processes of all the instrst
concerned. The quality of services will be providied
line with the Voluntary European Quality Framework.

Self-governments continued to work under fiscal
decentralization processes. During this period, the
ratio of the income tax of natural persons for
municipalities changed several times (in 2012: 5.4

and especially the integration of municipalitieslen
socialism and their disintegration due to the
introduction of democratic elements into the
administration of the state following 1990. The
number of small municipalities kept decreasing lunti
1989, whereas there was an increase in the nurfiber o
municipalities following 1990 as a result of forced
integration of municipalities during the centratina
period. Today, more than 65% of municipalities have
a population of less than 1,000 people. Small
municipalities have limited budget revenues, and
therefore unable to ensure effective implementation
original and transferred competencies, and prowisio
of local services. On the other hand (in light of
effectiveness), voluntary merging of municipalities
cannot be envisaged due to concerns about losing
one’s identity and autonomy. A partial solutionthe
issue of fragmentation is the association of
municipalities in order to perform certain munidipa
functions as well as inter-municipal cooperation.

Electronic public administration

Electronic public administration refers to the
application of information and communication
technologies in the public administration actistie
which represents a natural part of the informatisat
process of society. The informatisation of public
administration is referred to as e-Government. With
this regard, it should be born in mind that
informatization plays a critical role in the
development of knowledge society. In addition,sit i
one of the most significant stimuli for economic
growth and productivity, supporting the creation of
new jobs and economic activities, increasing added
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value and concentrating the best innovation paénti
(Kolektiv, 2012) E-Government means the use of
information and communication technologies (ICTs)
to execute public administration electronically. E-
Government includes the following types of on-line
communication:

* G2E — Government to Employee,

* G2G — Government to Government,

* G2C — Government to Citizen,

* G2B — Government to Business,

* G2A — Government to Administration.

The main task related to the development of the
information society is to enhance the quality of e-
Government services, increase the efficiency ofipub
administration through the use of information and
communication technologies (ICTs) in accordance
with the objectives set in the Digital Agenda for
Europe. Following the Strategy for the Public
Administration Informatization, selected agendas
were made electronic in the programming period 2007
— 2013. All the efforts were focused on providing e
services to citizens by using public administration
information systems. The operational program Public
Administration  Electronization is designed to
eliminate shortcomings and adjust the quality of

processes and systems. In the previous programming

period, public services failed to provide
comprehensive solutions to life situations of eitig.

Declaration of the new government, which was
approved in April 2016. The previous reforms

continue to be carried out in 2016 (ESO Programme,
e-government). The Act on Civil Service is to be

adopted in 2016 in order to ensure the civil s@rvic

reform and eliminate the shortcomings and problems
identified by the Council of the European Union.

Conclusion

In 1990, foundations for a new democratic model
of public administration were laid in Slovakia. The
former there-level system of national committees in
which state power and administration as well a$ par
of local self-government were concentrated, was
abolished in 1990. The public administration reform
separated the state administration from the loell s
government. Under the Act No. 369/1990 Coll. on
Municipal Administration, local self-government was
made up of municipalities territorial and
administrative units. In state administration, oegil
and district national committees were abolished and
state administration competences were transfewed t
newly established district (okresné - 38) and sub-
district (obvodné - 121) offices.

In 1993 Slovakia was divided into 8 regions
(Bratislava, Trnava, Trein, Nitra, Zilina, Banska
Bystrica, PreSov, and KoSice) and 79 districts. The

Therefore, this issue will be addressed under the State power was exercised by regional and district

operational  program  Public  Administration ©ffices which were set up in the regional and aistr
Electronization in the new programming period. Cities. The second level of territorial self-
Processes related to e-Government development in@dministration - self-governing regions  (higher
Slovakia by 2020 envision active implementation of territorial units) — were established and startedork
the transition to a well-functioning information Within the region borders as set in 1996. Over the
society and smart government. (Operational years 2002-2004, within the first stage of fiscal

Programme Effective public administration 2014-
2020).

It is essential that the e-Government infrastruetur
in Slovakia be able to satisfy above the average
demand as the computer and Internet literacy of
citizens are rapidly increasing. There are several
widely used services of high priority within the

strategy of e-Government services development, such

as job search, filing of income tax return, motor
vehicle registration, or social security.

Hvozdikova, HoSoff, Jeck (2011) say that the e-
Government implementation in Slovakia shall also
bear in mind the EU priorities, such as building
Internet-based open platforms and standards, oeeati
a new model for the internet administration,
strengthening the EU position in international fora
affecting the global ICT development and projects
leading to green infrastructure.

Measures aimed at public administration
streamlining were also incorporated into the Praogra

decentralization, selected competences of the state
administration were gradually transferred to
municipalities and higher territorial units in ord®
ensure their effective performance. Simultaneously,
the system of financing municipalities and higher
territorial units was changed. The purpose of fisca
decentralization is to make local self-governments
decide with utmost responsibility themselves oneass

of local nature, whereas making the best use of
resources for the benefit of their citizens.

In 2003 district offices of integrated local state
administration were abolished. More than 400 state
administration competences were transferred to
municipalities and higher territorial units to inope
effectiveness and quality of state administration
management. In 2007 regional offices of the sekttora
scope of the Interior Ministry were abolished. The
scope of their activities was passed to the sutbictis
bodies and relevant ministries, i.e. all the rightsl
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obligations were transferred to sub-district office
based in regions.

The public administration system has undergone
further changes since 2013. The most significaeson
include ESO Programme, electronic public
administration, and changes in the way how self-
government works. In 2013, the district offices of
integrated local state administration were re-
established. Client centres have been established t
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HOW TO STRENGTH THE RELATIONSHIPS OF THE LOCAL MUNI CIPALITIES WITH THE
STAKEHOLDERS?

Katarina VITALISOVA

Abstract

A key element for the development and construafotie living conditions in the local municipality a participation of
stakeholders and their assistance in the admintistnaof public affairs. In democratic countriesethole of local municipality
is changing during past decades. Its role is mayeu$ed on creating conditions for involvement dfedént actors in
development activities, the creation of qualityngzconditions and participation in addressing issiof public life. The aim of
the paper is to identify and analyse the relatiopstbetween local municipality and its stakeholdeosn the theoretical point
of view and to verify it based on the results afeggch in 100 local municipalities of Slovak Repubrhe first part of the
paper contains the theoretical definition of retatship marketing and the relationships in the localnicipalities.
Consequently, we verified the composition of stakisins in the local municipalities by the empiricakearch. In conclusion
of the paper we propose the implementation pods#silof relationship marketing in local municiptgis.

Key words
relationship marketing, local municipality, stakédhers, governance, Slovak Republic

JEL Classification: R59, R19, Z18

Introduction 1. Relationships in the local municipality
versus relationship marketing

The growing need to build partnerships by local

municipality and to implement the managerial In democratic countries, the reforms of public
approach to its management is declared in severaladministration lead to decentralization of powed an
countries in  Europe in national documents redistribution of responsibilities to the lowestspible
characterizing the position and reform of local level of government. In other words, it is closesthe
government (e.g. UK - White Paper on Local citizens and other actors in the territory that are
Government, Ireland - Green Paper on local directly and indirectly influenced by its decisioihe
democracy). In democratic countries, the role otlo lowest level of territorial public administratios ia
municipality is changing during past decades. dte r local municipality. From the modern local
is more focused on creating conditions for municipality is now expected to be characterized by
involvement of different actors in development openness, efficiency, to research the needs, to
activities, the creation of quality living conditie and encourage active participation of stakeholders in
participation in addressing issues of public lifde decision-making bodies of public affairs and inelv
aim is to have an effective civil society, to faste them in local community life. A key element for the
cooperation and progress in the development of the development and construction of the living condisio
managed area. One of the ways how to support thein the local municipality is a participation of
development of local municipality is an applicatioin stakeholders and their assistance in the admiti@ira

relationship marketing activities. of public affairs (Navruz, Rose, Shelley, 2000,
In the first chapter of an article, we will focua the Council of Europe, VNG International, 2007).

definition of the relationships of local municiggli Partnership and cooperation with stakeholderstee t
with its stakeholders and relationship marketing, i main terms connected with one of the newest

the second chapter the results of empirical reegarc ~ approaches in the management of public sector -
local authority Slovak Republic are presented, Whic public governance (e. g. Bevir et al., 2003; Beaty
focused primarily on the characterisation of al., 2004; Kickert et al., 1997 etc.). Public goaice
relationships in local municipalities. At the enfl 0 has developed as an alternative management approach
article the main findings of the research are to new public management, which takes into account
summarized and we recommend the possibilities of more appropriate the specificities of public sector
relationship marketing implementation in the local organizations (Kickert et al., 1997). This new
municipality. approach to management in the public sector and the
importance of co-operation are implemented in the
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new program and strategic documents of the Europeandecide

Union for the period 2014 - 2020 (5th Report on
Economic, Social and Territorial Cohesion, 2020,
Territorial Agenda of the European Union 2020) and
are supported at all levels of the EU, in particiig
the Congress of Local and Regional Authorities and
the Committee of the Regions (Council of European
Local Municipalities and Regions, 2013).

The local municipality is in providing its tasksréed

to build relationships not only with citizens, also
with various stakeholders belonging to the private,
public and non-profit sector. Based on repeated
interactions, i.e. repeated mutual active inteoactf
two or more subjects beyond the time requiredHer t
classical market exchange, is a relationship batwee
stakeholders. The relationship requires at least tw
parties, which are in contact (Donaldson, O'Toole,
2007 Binek, Galvasova, 2008 Gummesson 2008,
Egan, 2008). If the relationship between entities i

developed in order to achieve a common goal, we are |ge|

talking about cooperation. Entities share resourmdes
joint activities, share information in order to amle
mutual benefitCapkova, 2004).

The basic and most common form of cooperation is a
partnership, i.e. cooperation and seeking solutions

based on common agreement and recognition of the

importance of other subjects in achieving the
objectives of the municipality. The object of connmo
agreement is to determine the understanding o&role
and tasks of partners, describes the common
objectives with a view to obtain benefits for all
stakeholders (Busik, 2007). The basis for a sutuless
partnership in local municipality is a participatiof

all subjects that affect local municipality or theeal
municipality influences them, i. e. participatiofnail
stakeholders. Involving stakeholders for cooperatio
creates the initial precondition for the comprelens
development of the local municipality.

The local municipality can develop relationshipshwi
the various entities with various reasons. An
obligatory reason of the relationship is conditicty
existing legislation, which requires cooperatiorthwi
entities, for example state administration, citizen
higher territorial units etc. Local municipality alid
primarily create these relationships and build on
contracts and legislation, in particular under the
Constitution, laws governing the role and
responsibilities of local government, the provisan
various public services. The emergence of those
relationships is conditional by the tasks arisingrf
the fields of competence of local municipality. In

itself how it provides them. The local
municipality cannot get rid of these obligationsgas
obliged to provide the necessary material and
financial resources (Krida KoZiak, Liptakova, 2008,

p. 172-173). Delegated area includes tasks of state
administration, which were transferred to the local
municipality by specific legislation.

The specific cause of the relationship we mean the
creation of partnerships and relationships witlitiest
that are crucial for ensuring the implementation of
legislative and defined tasks of local municipality

its production and action in the territory of local
municipality or beyond. Local municipality needs to
build these relationships, to ensure its tasks in a
reasonable range. It includes the relationship$ wit
businesses, nonprofit organizations, labor, aneroth
local authorities and so on. Those relationships ar
developed on the basis of contracts, agreememts, jo
actions and events. They have different nature and
In particular they are contractual, instingl

and transactional relationships.

The core of optional relationships is a voluntary
principle. It is a relationship that is often forthen
the initiative of the actors in the territory angeir

efforts to develop relationships with local
municipality, to assist its development. The
relationship is based on mutual interest in its

development, in which neither side is necessarily
forced to build them. This includes e. g. relathips
with former employees, associations operating withi
the municipal territory, some businesses.

In terms of the organization degree a relationgtiip
local municipality can be as "formal and informal
partnerships" (Walzer, Jacobs, 1998, p. 105, Geddes
2005, pp. 50-51). Formal relationships and
partnerships of municipality to stakeholders are
officially established and have legal bases. Infdrm
relationships and partnerships are formed naturally
and voluntarily to the development of interpersonal
relationships in society. Stakeholders, interagtion
cooperation, partnerships, their formation,
construction and eventually termination of
relationships are essential components of current
marketing thinking, relationship marketing.

1. 1. Relationships marketing in public sector

From 90s 2t the issue of relationship marketing is
researched mainly by the foreign experts. Primiugy,
concept of relationship marketing was orientedhen t
private sector, so the key actors were entrepreneur
They use the activities of relationship marketing t

terms of commitment to the legal system there are a attract the loyal customers. Therefore, for thetfir

"mandatory and transferred areas of competence.

Mandatory tasks are bind; they are prescribed aad a
prioritized to be fulfilled. The mandatory tasks/bdo
be provided by the local municipality, but it can

time customer relationship marketing (CRM) has been
defined as the conceptually and methodologically
sophisticated new area of this kind of marketing.
Gradually, the professional public has also moved a
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shifted its interest to build relationships withsmess

financial performance.” (Murphy a Wang, 2006, s. 8)

partners, employees, government agencies or otherBy our opinion this definition is the most complex

strategically important partner; and marketing lie t
public sphere has been defined as partner rel&ijpns
marketing (PRM).

By the subject of research, we can distinguishethre
main developed thought of relationship marketing —
Nordic School developed in Nordic countries, Anglo
Australian group and North American expert group
where belong also the school of IMP that estabfishe
the theory of relationship marketing (Donaldson,
O'Toole, 2007, Egan, 2008, Harwood, Garry,
Broderick, 2008). Buttle (2008, s. 50-52) also atide
the Asian approach - Guanaxi. But this approach is
possible to implement only in specific Asian
countries.

The term relationship marketing appeared in theepap
of American professor Berry (1983), who is
a representative of North American approach. Ad wel
as Hakansson (1982), Ford (1990), Lewitt (1991)
a Turnbull (1996) he developed his ideas following
the theory of industrial marketing. His approach
significantly influenced the next development of
relationship marketing. The second stage of this
school is represented by Dwyer (1987), Heide (1994)
Morgan a Hunt (1994).

The Berry’'s approach was developed also by the
Nordic School (Gummesson, 1994, Grénroos, 1997,
Lehtinen 1997, and others). They developed the
relationship marketing on the principles of indiadtr
marketing, services marketing, quality management
and experience in building relations and networks i
Northern Europe.

The last school is an Anglo-Australian approach
stressing an integration of quality and marketirig o
customer services, strategic partnerships
examining the nature of relationships in marketing.
The representatives of the approach include
Christopher (1991), Ballantyne (1994), Payne (1996)

one.

Implementation of relationship marketing in the
public administration has not been researched yet b
many foreign experts. Public administration focuses
primary its activities on the citizen, and is tryimo
absorb the new methods of business practice. Due to
the decentralization of competencies and the
application of the subsidiarity principle, the lbca
municipality took efforts to implement new trenas i
New Public Governance at the lower levels of
government. An emphasis was put on creating the
control, monitoring mechanisms to ensure
transparency in the use of public funds and tsBati
the citizens. They started to create conditionstliier
development of competition in the provision of pabl
goods. It is changing the approach to the personnel
management in the public sector, especially to its
professionalization. It is preferred to use the new
information and communication technologies
(Bauerova et al.,, 2008). By the application of
managerial-oriented approaches in the relationship
between the citizen and the government causes to be
perceived not only as a passive transaction. Qsize
have the choice of public goods and in their primgd

it appears the elements of customer-oriented
behaviour (Schellong, 2009). The result of the
application of relationship marketing in the public
sector focusing on the citizen resulted in CIRM —
citizen relationship management.

The New Public Management model was followed in
the last decades by the approach of "democratilicoub
governance”, which was developed as a partial
criticism of NPM. Its basic principles include
accountability, transparency, governance based on

and cross-linking stakeholders, co-production of public

policy implementation and combination of several
management approaches (Pasquier, Villeneuve, 2012).
This approach does not emphasize only the citizen a
a partner, but all entities that may affect the ljgub

Those approaches to the relationship marketing are ggctor or be affected by it, we can analogicaldfi

different in theoretical knowledge, which became th
basis for their further examination. However, all
approaches agree on the expansion of the studgtobje
of relationship marketing. The primary intent was t
explore the relationship with the customer, gralgual
started to shift attention to other stakeholders.

One of the most wide definition of relationship
marketing defines it as ,creating, maintainingdan
enhancing strong relationships with customer,

the elements of partnership relationship marketing.

The dynamic changes in the development of
marketing and growing demands of stakeholders
influence also the Ilocal municipality and its
marketing. Increasingly, the emphasis is on thditgua
of public goods, individual access to citizens aisd

of marketing tools to promote sustainable economic,
social and environmental development of the
municipality. Due to the growing competition in the

employee, supplier, community, and shareholder of a market of places and product market the conceptual

business with the goal of delivering long-term
economic, social and environmental value to all
stakeholders in order to enhance sustainable kassine

relationship marketing can bring new opportunifas
cooperation, progress and creating strategic
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partnerships that would contribute to the further
development of the municipality.

By adaptation and synthesis of Nordic School
approach, Anglo-Australian approach and North
American approach we define relationship marketing
and its holder in terms of local municipalities as
follows. The key holder of the relationship marketi

is a local municipality, externally represented thg
elected representatives - mayor, municipal /city
council, staff of municipal office, eventually tio¢her
representatives of local municipality. Relationship
marketing is understood as defining, creating,
maintaining and, improving the mutually beneficial
relations or possible terminating unfavourable
relations of local government with the stakeholuher
order to achieve sustainable economic, social and
environmental values for local government and
associated entities

The activities of relationship marketing can cdnite

to develop the area and achieve prosperity, improve
the well being of residents and businesses, migmiz
the risk associated with the entry of the plac¢ht
market and promote the territory between competing
territories” (Vaiov4a, 2004, p. 108).

The core of relationship marketing is to define
stakeholders, t. j. persons, groups or organization
which directly or indirectly affect the operatiohtbe
organization, its activities, achievement of objext,

or also retroactively affect (Marasova, 2008).dms

of local municipality based on our prior research
(results of its own research grants), as well a&s th
results of the international project "Relationship
marketing in micro and small enterprises and local
municipalities" (Luk&Sov4a, Bajdak et al., 2009185)
has been in defined following composition of
municipal stakeholders: "citizens, a key entity of
relationships in  local municipality, other
municipalities, businesses, other entities estabdls
by a local government, deputies, political parties,
employees of local municipality, financial institus,
church, organizational associations, non-profit
organizations, offices of the state administration,
employment offices, media, universities and other
entities with direct or indirect impact on governre
activities.". The composition of stakeholders isoal
adopted in our research, which results are pregémte
the next chapter.

2. Empirical research on relationships in the
local municipalities of the Slovak

Republic and discussion
Based on the literature review we conducted primary

research aimed to verify the composition of defined
stakeholders of local municipality, characterizeirtth

relationship with the local municipality as well &s
identify marketing activities that can be applied i
these relationships. Because of the article scope w
will focus on one part of the research - the
relationships of local municipalities and stakeleod
and then we outline how to implement relationship
marketing.

The empirical research was carried out by the niktho
of interview in the form of questionnaire in 10@&b
municipalities of the Slovak Republic. The research
was done during the previous elected period inlloca
municipalities 2010 — 2014. The quotas were a regio
and a size category of local municipality. The
respondents were mayors or their deputies, or the
heads of the municipal authorities.

At the beginning of research, we examined the
awareness of local municipalities in SR in thedfief
relationship marketing. The concept of relationship
marketing was for a large proportion of respondents
unknown term (49%). 51% of respondents are aware
of the concept, and only 44.89% (in absolute te2ths
respondents) of them use the term in work. Theatest
respondents know it, but do not use it (55.11%2%r
respondents).

We researched also the knowledge about content of
relationship marketing. Respondents had the
opportunity to select one of the eight options anty

one option was correct. The correct meaning of the
term, i.e. relationship marketing contains relatitips
with all stakeholders in the community and beyond,
was answered by 68% of respondents. Incorrect
definition was marked by 29% of respondents and 5%
of respondents did not reply. Of the 51 respondents
who are familiar with the concept of relationship
marketing, the proper definition marked 71.43% of
respondents (in absolute values 35 representabives
municipalities). The proportion of representativas
local municipalities, who are familiar with the
concept, and use it, can define correctly the esseh
relationship marketing is 15% of the total sampie o
100 local authorities.

The results of these questionnaire answers poitfieto
fact that representatives of selected municipalitie
Slovakia have a partial knowledge about the new
management approach that is relationship marketing.
Only a minority of them will implement it in real
terms. The reason may be a lack of educational
qualification of local elected representatives.

In defining the stakeholders of local municipaktief
the Slovak Republic and the nature of
relationships of local government with the
stakeholders we followed the theoretical review
(Luka3ova, Bajdak et al., 2009, p. 185). Firsthe w
aimed to identify the relationship between local

the
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municipalites and stakeholders. We examined found that on the basis of our approach we covalled
whether local municipality perceives the selected stakeholders of the local municipality. The
stakeholders as a partner, a partner, but alsgah ri  stakeholders and their relationships with the local
just as rival or non-cooperative subject. Additibna municipality present Graph 1.

we introduced also a category of "not mentionedé. W

Graph 1: Stakeholders of the local municipality the Slovak Republic
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Graph 1 shows that by the respondents the local Municipality does not cooperate in the greatestrext
municipality developed with the researched with colleges and universities (48%), political tpes

stakeholders particularly a partnership, beside the (29%)and media (21%).

relationship with colleges, universities and poditi ~ The Jist of stakeholders defined by theory was
parties. 43% of respondents consider colleges, confirmed fully by the research results. We covered
universities as partners, but 48% of them does not || relevant groups of stakeholders. However, #te r
cooperate with them (1% of respondents perceives of cooperation with some stakeholders is emerging,
them as a partner and rival, 8% of respondentsioid  especially in case of universites and colleges.
provide the type of relations). Political partieeea  Nowadays, when the new ideas and innovations are
perceived as partners by 43% of local governments, the drivers of economic development, it is inevigab
29% of them do not cooperate with them, as partners g development the cooperation between public,
and rivals are they perceived by 12% of respondents private, non-profit sector and universities as aree

15% did not provide any answer. Purely partnership of innovations and higher added value.
is the most dominant in relationships with a gradip

stakeholders - schools, hospitals and other (88%), In researching the relationships of local muniatjes
with the church (87%), with the employment offices We continued by assessing their importance and
(86%), with the citizens and financial institutions quality. The importance indicates the desired |®fel
(85%). Stakeholders as rivals are perceived byl loca relationships and quality of relationships gives a
municipality minimally (5% in the case of the media realistic level of relations on a scale of 1 to WBere
financial institutions 2%, 1% of entrepreneurs,eoth 1 meant the least important relationship, respeltiv
entities, non-profit organizations, associatiorfices the least quality and 10 most important, respeigtive
of state administration, employment offices, best quality of relationship. The comparison ofsthe
representatives and  political  parties). Local two studied aspects presents the graph 2.

69




SOCIALNO -EKONOMICKA REVUE [/ 01-2017

Graph 2: Importance and quality of stakeholder’slationships with local municipality
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Graph 2 shows the order of relationship importance  schools;  municipalities, employment  offices,

the local municipalities of SR as follows: citizens organizational associations in sports and cultstege
office employees; representatives; other administration offices, church, financial instituris,

municipalities; other entities - hospitals, schpols businesses, non-profit organizations in the social

employment offices; state administration offices; sphere, media, political parties, colleges, unitiess

entrepreneurs; organizational associations in sport The comparison of quality and importance of
and culture; church; financial institutions; norofir relationships with stakeholders signalises the tgrea

organizations in the social field; political pasieghe  gijfferences in the potential and real state of afrt

media; colleges and universities. In terms of dyali  relationships. The differences are the most dontinan
l.e. the real situation in the relationships in tbeal in the relationships with citizens, employees and

municipalities of the Slovak Republic, the order of ejected representatives. The interrelationship &etw

stakeholders is following: office employees, cifige  the quality and importance of relationships in Itheal
representatives, other organizations - hospitals, mynicipality presents picture 1.

Picture 1: The interrelationship between the qualitand importance of relationships in the local
municipality
Local municipality builds the relationships with

citizens
Importance of
relationships

Quality of
relationships

offfice employees,
elected representatives

other municipalities, businesses, other entities establishedbbglagovernment, political parties, financial
institutions, church, organizational associations, non-profitnizgtions, offices of the state administration,
employment offices, media, universities aralleges

Source: own processingbased on primary researahitses
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In Picture 1, we see that the key stakeholder is a and there are usually regular public sessions for

citizen for local municipality. Within the relatiship
marketing is a dominant tool to the citizens mariget
communication, which task is to provide information
to citizens but also to mobilize them and to ineolv
them participate in public affairs. To the most
frequently used marketing communication activities
we include event's organisation by local
municipalities (e. g. Open day, St. Nicholas for
children), organization of sporting and culturagéets,
presenting information on notice boards, websites o
municipalities, informal personal communication
(Petrikova, 2012).

The next steps after the identification of stakdbod

is to build a database of all relevant stakeholdeétis
detail information that are necessary to build
relationships  systematically. The relationship
marketing highlights the importance of databases,
especially as a tool used to collect data, analysm
and suitably use to satisfy the needs of stakehalde
Databases of the stakeholders is in the Slovak loca
municipalities insufficiently addressed. There &xs
central register of citizens, the local municipast

keep their own registers, but the operation systems communication,

which work with data about citizens or other
stakeholders are poorly connected and inflexible. A
similar situation exists in the field of e-goverrmme
and the provision of electronic services. For saver
years, the central government presented its imesiti
which should support the development of e-
government and mutual interconnection of registers,
but the situation has not changed significantly, by
other words, just first steps in the long implenagion
process were done.

3. How to strength the development of
relationships with stakeholders?

First of all, the local municipalities should usk a
legal available tools that involve the stakeholdets

strategic plan monitoring and evaluation. An ideal
model of collaborative planning is one in which
stakeholders representing the differing interestetm
for face-to-face dialogue, and collectively workt @u
strategy to address a shared problem (Innes, Gruber
2008).

In relationships to staff and elected local
representatives local municipality should implement
in terms of the relationship marketing theory tbels

of internal marketing. Internal marketing is corsid

to be an important tool of employee’s managemént. |
is used partially and not conceptually worked out i
local governments. Internal marketing focuses on
development of communication, responsibility and
putting through of united objectives. The basiktias

to build awareness of internal and external custeme

and to remove functional barriers of effective
organization creation (Michalova, 2004). Local
municipalities should create through internal

marketing the relations with their employees and
elected representatives, as primary customerscaf lo
government. It is necessary to implement the perfec
education of employees and
improvement of provided services oriented on
individual approach to customer. Quality of intdrna
structure of organization and quality of municipal
management are important aspects as well. Intent of
internal marketing is not only to communicate uisio
mission and objectives of organization to all bedie
and organizations of local government, but also to
motivate employees to try to achieve and identifhw
them and so gradually build and constantly stresrgth
loyalty of employees. Result of internal marketing
public administration should be an employee who
ready responds in contact with customer and diagnos
him. He/she is a specialist in his/her field, ideatm
solve concrete situation, to understand customer’s
problems, is communicable, creative and capable and
cares for own visage. (Petrikova, Sykorové; 2011).

In relationships to other stakeholders, local

the municipal activities. More and more popular are municipality uses as a dominant instrument - formal
various participative forms of decision making in  and informal marketing communication. With respect
public affairs. A good example is a participatory to specifics of stakeholders, e.g. non-profit
budgeting, where the stakeholders decide about thegrganizations, sports clubs, cultural institutions,
use of public funds The citizens can create thein 0 support local businesses, the local municipality ca
projects to develop city/town in which they livautb 3150 use a price as a tool of relationship buildiihg

also can independently decide which projects vell b can include the lower rates for local taxes, more
actually funded (e.g. in Banska Bystrica). The othe fayourable rent for premises. As well as in the
example is a participative planning (or collabamti  re|ationships with citizens we see the possibitify

planning), an approach based on involving of developing relationships in the effective use of
stakeholders to the strategic planning process fh@m  gatabases, their utilization in the process of
starting point to the final stage of reaching cosss. stakeholder involving in the activites of local

The participation at the planning process should mynicipality and in the public affairs, but thistiaity
contribute to inform, validate and legitimize thiam is not in hands of municipality, but is strongly

Throughout its implementation the community should nfluenced by the priorities of national government
be informed about the degree of plan implementation
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Conclusions gap in quality and importance of these relationship
for the local municipality.

Relationship marketing has developed in the private The most important stakeholders are citizens. That
sector as a consequence of progress in newWhy the core of the relationship activities is atel
technologies and techniques, increasing the claims ©n them. In practice, it includes mainly the vagou
customer and other relevant stakeholders. Gradually forms of communications. In relationships with the
there have appeared the possibilities to implement €mployees and other elected deputies the local

relationship marketing in the public sector inchgli ~ Municipality represented by mayor should implement
local municipalities. the tools of internal marketing. The relationshipth

other stakeholders should be strengthening relgvant
following the specifics of stakeholders and impoc&a
for the local municipality (e. g. the reduced taxes
reduced fees for renting premises). However, glgbal
we see a great gap in the utilization of databases
core of relationship marketing and development of
electronic services.

Relationship marketing in Slovak local municip&ii

is relatively unknown and the representatives oélo
governments do not realise the benefits and tatks o
relationship marketing in managing territories. The
basis of relationship marketing is to define the
stakeholders; with whose the municipality should
develop the relations. We can confirm that the
composition of stakeholders of local municipalities
based on the theoretical knowledge and empirical The paper was published by the support of research
researches are the same. But there appears thte grea project KEGA n. 007UMB — 4/2015 Marketing in

regional and local development.
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LANGUAGE COMPETENCES AND LABOUR DEMANDS: A COMPARAT IVE STUDY ON
READING COMPREHENSION IN SLOVAK AND SPANISH UNIVERS ITY STUDENTS

Miquel A. OLTRA-ALBIACH, Rosa PARDO COY, Elena DELGADOVA

Abstract

One of the strategic objectives of the Europeanoldns to achieve the best possible quality in treching-learning

processes, and the ability to read is one of thetnmoportant competency for the current informatsotiety. The
definition of reading competence has been subgecbhstant modifications to reflect changes in se$, economies,
cultures and education levels. It is a complex &muctional skill, covering processes related to theroding and
comprehension of the text.With this work we intendomparative approach to the reading competerfcirsi year

students from Alexander Dubcek University of Trerazid from University of Valencia, and to detectl ahentificate

their main problems with academic texts commongdus their studies. We will start with a questiaita with a series
of basic questions, a work from a text and in-daptarviews with selected students, in order toaobtonclusions
regarding their reading ability.

Key words
reading comprehension; language skills; classroesearch; university students; literacy.

JEL Classification: M53, Z13, 125

Introduction an impact on the thought processes (Kern and
Friedman, 2008; Olson, 1994; Pretorius, 2000); the

The notion of academic competence refers to a achievement in reading competence is not only sbas
set of skills, knowledge, cognitive and non-cogiti ~ for the achievement in other areas within the
dispositions that allows the students of higher educational system, but also a requisite for a
education to carry out the necessary activities to Successful participation in most areas of adule lif
graduate and succeed in their careers. The attitfide (Cunningham and Stanovich, 1998). Barthes (2006)
reading, along with professional academic skills, claims that modern science and literacy semiotics
technical and others, is among essential skillgrin ~ Offer to readers, against the established forms of
academic environment. The definiton of reading Captioning texts, more freedom in the interpretatd
competence is subject to constant modifications to the text. Prochazcova (2006) points out that teelte
reflect the changes in societies, economies, aultur Of the researches indicate difficulties in studyd an
and education. Therefore, the reading competence is€mployability in the job market. Achieving an opém

not a simple skill that covers the processes afineg level of literacy is also a requirement for the

decoding and comprehension. development of skills related to academic,
Reading and writing means to develop a broader Professional and personal development of everyone.

set of skills, which activate the functional useaof Among the different previous studies on reading

acquired ability (for example, language) in evesyda Ccompetence in university students, we follow
life. So, “the reading competence refers not ooly t Gonzalez Moreyra (1998), Echevearria and Gaston
the domain of the ability of reading, but also ket  (2002), Brito and Angeli (2005), and Arrieta and
ability to work with texts, communicate in writing, Meza (2005), who agree on most of their conclusions
acquire and process the information contained in and also with those that we will get in this first

texts” (Svrckova, 2011:13). approach to our project. _ _
According to Holloway (1999), reading skills are We believe that the reading competence is a wide

essential to the academic achievement of students i Set of reading skills and skills necessary to wwith

high school and in higher education. texts in an effective manner. This does not coneern

Olson (1997) states that, today, reading Mere reading of the speed of the words, phraskslior
competence, introduces a bias, since it gives lienef texts. Reading competence implies being able to
to those who acquire necessary skills. Since, ewitt ~ understand the content correctly, find the exphrid
language is used as a vehicle for the rest of implicit meanings, analyse the content and the

knowledge, literacy provides access to culturetzasl ~ information obtained; and being able to correctly
interpret the content and pass it on.
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First, however, is the ability to take students’ cases registered in the first courses. We sougm, th
own decisions about the texts, apply their contémts  contrasting the self-perception of students (whk t
innovate and create new knowledge because of theinitial questions) and the objective results froatet
information received. The ability to read is onetloé textual analysis (Echevarria and Gaston, 2002165).
key skills that are required in an academic setting a next phase of the study interviews will be caroet
because much of the knowledge is acquired through in depth with students, and it will also be deegene
books, monographs and written documents; and we during the comparison between the results obtaimed
believe that it is a basic competence in the poés  Spain and Slovakia.
transforming information into knowledge. As De

Brito Cunya and Angeli Dos Santos:

At University, it is important to have
adequate reading skills to access to scientific
production, retrieve the information
accumulated historically and use it for an
efficient practice. At University is, almost
always, the last formal opportunity of teaching,
which can guarantee the student the recovery
and development of the habit of reading and
comprehension of texts, essential to the level of
schooling that we propose to form (2005:4).

Goal and Methodology

Findings
1.1 University of Valencia

The results are not surprising, since reading
comprehension problems are often found in an
academic environment. In what refers to the speed i
reading the texts, even though most of the ansarers
mid-point, it is important the number of students
(23%) that consider they read so slowly or very
slowly._In a next phase of the research, we will
contrast this data with an exercise about objective
reading speed.

Forcefully call attention the number of students
receiving academic texts as little or nothing dift
(32%), and also the fact that none of them hasneldi
to find difficulty in the texts proposed from the
different subjects. This contrasts strongly witke th
objective results that have been obtained through
other systems for the collection and analysis ¢td.da
is important to note that nearly half of studert§%)
says not to use dictionaries or use them rarelyth@n
other hand, only 1% recognizes to use these tools t
answer their doubts about lexical aspects.

When we ask them to say approximately how
many words per page do not understand in academic
texts, 80% declares to understand the meaningl of al
' the words of the texts, or at most unaware on&vor t
We understand that it is an excessively high
percentage, that could be denied by different studi
and we will try to confront with the results obtaih
by other analysis tools.

In what refers to strategies of understanding, at
point it should be noted that one third of the
respondents stated resolve their doubts by askiig t
peers. Also, interestingly, the high percentage/dp4
claiming to use always or sometimes the dictionary,
would be contradictory with the results of other
questions.

Altogether, half of the students considers that the
texts used by choice (fruit of their searchesbnaliies
or on the internet) have little or no difficulty,
compares with 6% who considers them quite
complicated or very complicated. Again, we observe
an inconsistency with what the results of other
investigations show, and we will try to deal with
through successive phases of our investigation.

The main reasons for the investigation were our
own experience with students (difficult to decipties
meaning in academic discourse, low qualificatiohs o
students in exams and low qualifications of Valanci
and Slovack students in the PISA evaluation (Progra
for International Students Assessment). There has
been, however, a lot of research on the validity of
such studies. Thus, found that many factors, sech a
translation, familiarity with the content of theeiihs,
the differences between curricula, the motivatidn o
the student, the anxiety, the structure of langsage
cultural differences, etc., can have an impactfmn t
validity of these studies (Kreiner and Christensen
2014) there are six types of problems, identifigd b
Arffman (2010) that endanger the equivalence of the
PISA reading texts.

To analyse the reading competence, we proposed
two tasks:

a) A series of questions (in a Likert type scale) this
about the habits of students when reading
academic texts and their own perception with
respect to reading.

b) An identical text in the L1 of the student (Slovak,
Catalan or Spanish) entitled Gender and
perception of equally in relation to education,
with an intermediate level of difficulty. Students
had to compose an abstract of 150 words and a 8
slide PowerPoint presentation or similar.

The research sample consisted of 50 students
from the University of Valencia and 49 from the
University Alexander Dubcek in Trencin, in both
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The production of a summary on medium
difficult text and the preparation of a presentatigth
PowerPointwas a problem for the 49% of students,
and highlighted difficulties in:

- Summarizing the contents of a text.

- Extracting the relevant ideas for developing an
effective presentation.

- Bringing prior knowledge on the subject obtained

The main purpose of the work was to observe the
reading competence in students of the first year of
University of Valencia and the Alexander Dubcek
University in Trencin, based on the aptitude foe th
reading as one of the necessary basic skills, nigt o
in the academic field, but also in professional.lif

In what refers to the initial questionnaire, it
should be pointed out the perception of studenisi o

through other channels and connect them to the reading aptitude as superior to the results obdaine

new information; making use of intertextual
relations.

1.2 Alexander Dubcek University of Trencin

Following previous researches of Delgadova,
Gullerova & Oltra (2016), the findings in the
questionnaire  containing self-assessment
confirm the hypotheses formulated prior conducting
the research on reading literacy. Reading

comprehension problems are frequently encountered

with in an academic setting. It was found that 38%
find their reading rate moderate, i.e. their regdizate
IS neither quick/easy nor slow/laborious. The ressul

also showed that 58% of the students have some

difficulties to understand the content of textstbeir
reading lists. Serious reading difficulties have 4%
the students.

Unfamiliar words represent a major challenge

items

when faced objectively to academic texts.

It seems disturbing that almost half of the
students (in other studies between 40% and 80%)
presents any deficiency when faced with the usual
written texts in their studies. Conversely, student
presenting an appropriate level would be around 20%
on average.

More activities of real practice of the language
are necessary in our university students, allowing
them to develop skills related to reading
comprehension and appropriate to the level of deman
for university studies. This contradicts, howevbe
idea that university students have already acquired
skills related to the written language during high
school. The solution to the problem involves ndion
teachers of languages, but the whole of the tegchin
staff.

Therefore, we can see that the difficulties related
to literacy in PISA texts continue persisting imgtner
education. We deal with important skills in today’'s

when reading academic texts. The research findings jnformation society, since they are considered as
indicate that 39% do not understand approximately 3 effective tools to acquire, organize and apply the

words in one print page of their reading liststhat

respect, 46% of the students sometimes check the

meaning of unfamiliar words in a dictionary and 40%
always use dictionaries to deal with unfamiliar dsr
Concerning the use of dictionaries, 35% almost neve
while additional 35% almost always use dictionaries
while reading.

Regarding thePowerPointpresentation, 59% of

information in various domains.

However, technology and applications do not
seem to favour the development of reading
competence. Capabilities related to written textscd
strategic importance to survive in the information
society, therefore, the ability to identify, acequiand
process information, as well as to apply, improve,
innovate and create new knowledge is so important.

the students faced problems in writing a PowerPoint This is, however, only possible when you have an
presentation. The data found indicate that students aptitude for higher level reading.

lack a competency of reproducing main ideas as well

as structure of the original piece of writing in an
accurate manner.

Conclusion
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TEXT LINGVISTICS — THE BASIS OF EACH TEXT ANALYZE

Jozsef LISZKA

Mandelikova, Lenka: Eine theoretische Darstellung der Textlinguistik. Wien/Berlin: Mercur

Verlag, 2015. 100 p. ISBN 978-3-9504054-0-8

Wide spectrally perceived anthropocentrism
covers lingvoculturology, psycholinguistics,

sociolinguistics, and textual linguistics. Just kst
phenomenon - textual linguistics - Lenka
Mandelikova, assistant professor at Alexander

Dubéek in Trerin, has chosen as the topic of her
scientific monograph. Theoretical basis of textual
linguistics has become the subject of linguistic
researches by the author. Author analyzes the text
structure and describes its grammatical, semantc a
pragmatic structure.

linguistics Mandelikova  considers  the
understanding of language as an internally organize
unit. The respected pragmatic-communicative
turnaround in the direction of language research ha
raised questions about the exploration of language
functions in social communication, and the autlsor i
fully aware of it. She has crossed the syntax
boundaries and has concentrated on analyzing the
area where the term text is understood as the $tighe
unit of contemporary language. L. Mandelikova
examines the text as a complex communication unit,
"therefore we can integrate the text analysis thto
communication process” (cited, 2015, p.
translation from German J. L).

The monograph deals with the multifaceted issue
of textual linguistics and provides a systematic
overview of key areas of its research. The presente
knowledge is developing cyclically. In ten chapters
the reader is gradually acquainted with the
developmental stages of textual linguistics, the
definition, function and subject of a text, textual
criteria, the production and reception of a texteT
reader will get to know about text-vocabulary
theories - about grammatical, semantic, pragmatic-
communicative and cognitive approach to text. The
"pure"” linguistic analysis of text has been conedct
with the pragmatic structure of text, because the
optimal analysis requires taking into account ththb
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research directions. Thus, the monograph refers not
only to the semantic and syntactic level of languag
but also to the pragmatic-communicative and
cognitive concept of a text. And this is the
interdisciplinary space of linguistics, especialith
sociology, culture and psychology. | especially
appreciate the analyzed text models that will also
address the  "non-linguists®. In  particular,
communication-oriented text models have
prerequisites for interdisciplinary research witte t
above-mentioned sciences. The author also dedis wit
the language as a social phenomenon that contsibute
to the organization of a society. Thus, in the sesfs

its conception, the text also has a social function
particularly emphasize the fact that the synthesis
language and non-linguistic phenomena in textual
linguistics has been achieved.

Lenka Mandelikova highlights the current text-
logical aspects of Germanophone linguists, but she
also does not forget about the insights from the
workshop of Slovak and Czech linguists. We cannot
deny author the finding that "apart from the
grammatical and communication theory, the
following disciplines such as communication
research, psychology, sociology and pedagogy have
an important role how to explain the text-logical
phenomena" (cited 1515, p. 91, German translation J
L.). | state that the creation of a theoreticali®sr
textual analysis has been achieved by Lenke
Mandelikova. The monograph is the result of an
extensive and qualified work of the author who
confrmed her erudition in the current issue.
Monograph is an asset and inspiration not only for
linguists, lieutenants, but also philosophers,
psychologists, sociologists and other professionals
from related disciplines. | pronounce a belief ttiet
book will become a useful tool within the text
analysis.
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Adresa autora (autorov): piné meno s titulmi, nazov VS, fakulty, katedryresh, telefén, e-mail.

K prispevku priloZte svoj kratky odborny Zivotopis (cca 6 — 8 riadkovjatane uvedenia plného mena s titulmi a
vedeckymi hodna&@mi, posStové a e-mailové adresy a telefonngsia.
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language for papers written in English (2600 — 36R8@racters, including spaces): Title of the papall €aps, 11-point font
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