CZECH REPUBLIC

The OECD Regional Outlook reviews recent trends, policy developments, and prospects across OECD

regions, including the underlying causes driving regional inequalities in performance and well-being.
The report offers evidence, guidance and policy recommendations on how to improve competitiveness
and productivity, promote inclusive growth, accelerate the net-zero transition and raise well-being
standards through effective regional development policy and multi-level governance.

Territorial definitions

The data in this note reflect different sub-national geographic levels in OECD countries. In particular,
regions are classified on two territorial levels reflecting the administrative organisation of countries:
large regions (TL2) and small regions (TL3). In Canada, TL2 corresponds to the provinces and
territories.

Small regions are classified according to their access to metropolitan areas (Fadic et al. 2019). The
typology classifies small (TL3) regions into metropolitan and non-metropolitan regions according to
the following criteria:

Metropolitan regions, if more than half of the population live in a FUA. Metropolitan regions
are further classified into metropolitan large, if more than half of the population live in a
(large) FUA of at least 1.5 million inhabitants; and metropolitan midsize, if more than half
of the population live in a (midsize) FUA of at 250 000 to 1.5 million inhabitants.
Non-metropolitan regions, if less than half of the population live in a midsize/large FUA.
These regions are further classified according to their level of access to FUAs of different
sizes: near a midsize/large FUA if more than half of the population live within a 60-minute
drive from a midsize/large FUA (of more than 250 000 inhabitants) or if the TL3 region
contains more than 80% of the area of a midsize/large FUA; near a small FUA if the region
does not have access to a midsize/large FUA and at least half of its population have access
to a small FUA (i.e. between 50 000 and 250 000 inhabitants) within a 60-minute drive, or
contains 80% of the area of a small FUA; and remote, otherwise.

Disclaimer: https://oecdcode.org/disclaimers/territories.html



https://www.oecd-ilibrary.org/urban-rural-and-regional-development/oecd-regional-outlook_2dafc8cf-en
https://oecdcode.org/disclaimers/territories.html

Overview

Population and territory

10 526 937 (30. 9. 2022), 78 870 km2

Administrative structure
(unitary/federal)
Regional or state-level
governments (number)
Intermediate-level governments
(number)
Municipal-level governments
(number)
Share of subnational government in
total expenditure/revenues (2021)

Key regional development
challenges

Objectives of regional policy

Unitary
13 regions + Prague
205 administrative districts of municipalities with extended powers

6 258

27.7% of total expenditure
33.3% of total revenues

[Source: Subnational governments in OECD countries: key data, 2023
edition]
Metropolitan areas
e untapped potential for economic and social development
compared to comparable metropolitan areas in Europe
e growth adaptation problems
Agglomerations
o weaker links to strong and rapidly growing metropolitan
areas, slower economic growth
lower R &D and innovation performance
growth adaptation problems
underdeveloped mobility systems
growing social segregation in some cities
e  brownfield sites in the centres of many cities
Economically stable regional centers
e less internal potential for development
e lack of qualified people for local companies
e narrow economic base (diversification of enterprises)
¢ Inadequate range and quality of public, commercial services
and transport infrastructure
e high proportion of people at risk of social exclusion
Structural affected regions
e low quality of human resources
¢ low innovation performance, insufficient R&D activities in the
business sector
e low entrepreneurship of people and the rate of new business
start-ups
Economically and socially disadvantaged territories
e  poor economic performance
deteriorating social structure
poorer access to public and commercial services
problems in areas of former military settlements
lack of access to high-speed internet
e incomplete landscaping and land development
Quality planning of regional development
Metropolitan areas
Agglomerations
Economically stable regional centers
Structural affected regions
Economically and socially disadvantaged territories
Quality planning of regional development
Ministerstvo pro mistni rozvoj CR - Strategie regionalniho rozvoje CR
2021+ (mmr.cz)



https://stats.oecd.org/Index.aspx?DataSetCode=SNGF
https://stats.oecd.org/Index.aspx?DataSetCode=SNGF
https://www.mmr.cz/cs/microsites/uzemni-dimenze/regionalni-rozvoj/strategie-regionalniho-rozvoje-cr-2021
https://www.mmr.cz/cs/microsites/uzemni-dimenze/regionalni-rozvoj/strategie-regionalniho-rozvoje-cr-2021

Legal/institutional framework for
regional policy

Budget allocated to regional
development (i.e., amount) and fiscal
equalisation mechanisms between
jurisdictions (if any)

National regional development policy
framework

Urban policy framework

Rural policy framework

Major regional policy tools (e.g.,
funds, plans, policy initiatives,
institutional agreements, etc.)

Policy co-ordination tools at national
level

Multi-level governance mechanisms
between national and subnational
levels (e.g., institutional agreements,
Committees, etc.)

Policy co-ordination tools at regional
level

Evaluation and monitoring tools
Future orientations of regional policy

Ministry of Regional Development CZ

Law on support of regional development

Regional development does not have a specific budget line

Structural funds with allocation of approx. € 3 bn per year can be taken
into account as a basis

No fiscal equalisation mechanisms between jurisdictions

Regional development strategy of the Czech Republic 2021+
SRR21-brozura-A5-tisk-EN-09 12 _2019.indd (mmr.cz)

Integrated territorial investments (ITl) is one of the most
important investment tool for urban development though
the implementation of territorial strategies in the main
agglomerations of Czechia. Other priorities include the
digitization and the smart cities concept.

An update of the state urban policy framework document
"Principles of Urban Policy" is planned to be approved by
the government at 2023 (last update 2017). The document
should be seen as a summary of recommendations
(principles) for urban development in Czechia. Its aim is to
align approaches to urban development at all levels of
government. The principles also have a guiding function for
cities that are about to prepare their strategic development
documents.

Set in Rural development Concept (adopted by the CZ government in
January 2020, valid for the period of 2021-2027). The Concept
elaborates the territorial dimension of regional development support in
relation to the rural areas, also taking into account the diversity of the
rural areas. It is also based on 2019's OECD Principles on Rural
Policy.

Community-Led Local Development (multifund — ERDF, EARDF,
ESF+)

“The Village of the year” (competition)

Pact for Rural Development in the Czech Republic (analogy to the
European Rural Pact)

Government committee on regional policy; about to be established in
2Q 2023

National Permanent Conference in the sphere of EU Funds

National Permanent Conference

Platform of CLLD (operational working group of National Permanent
Conference)

Rural Development Working Group

Regional Permanent Conferences

Annual mapping of the infrastructure of small municipalities

Place based approach

Territorial Impact Assessment

Smart solutions and principles

Local initiatives

Strategic planning

Energy production, self-sustainability, community power generation



https://mmr.cz/getmedia/4023f194-31f3-4269-83ef-0e2c86255e92/SRR21-brozura-A5-tisk-EN-9_12_2019-(002).pdf.aspx?ext=.pdf

|4

Regional Inequality Trends

The Czech Republic experienced an increase in the Theil index of GDP per capita over 2000-2020.
Inequality reached its maximum in 2008. The figures are normalized, with values in the year 2000 set
to 1.

The Top 20%/Mean ratio was 0.054 higher in 2020 compared to 2000, indicating increased polarisation.
The Bottom 20%/Mean ratio was 0.036 lower in the same period, indicating bottom divergence.

Figure 1. Trends in GDP per capita inequality indicators, TL3 OECD regions
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Note: Top/bottom calculated as population equivalent (top/bottom regions with at least 20% of the population). The interpretation
of top/bottom 20% GDP per capita is that 20% of the population in the country holds 20% of the value. Top 20%/Mean calculated
as mean GDP per capita in top 20% regions over mean TL3 GDP per capita in a given year. Bottom 20%/Mean calculated as
mean TL3 GDP per capita in bottom 20% regions over mean TL3 GDP per capita in a given year. To improve data consistency,
input series are aggregated when TL3 regions are part of the same FUA. To improve time series, TL3 missing values have been
estimated based on the evolution at higher geographic level.

Source: OECD Regional Database (2022).



In 2020, the gap in GDP per capita between large metropolitan and non-large metropolitan regions was
1.873. For reference, the same value for OECD was 1.475. This gap increased by 0.138 percentage
points between 2000 and 2020.

Meanwhile, in 2020, the gap in GDP per capita between metropolitan and non-metropolitan regions
was 1.313. For reference, the same value for OECD was 1.325. This gap increased by 0.122
percentage points since 2000.

In turn, the gap in GDP per capita between regions near and far a Functional Urban Area (FUA) of more
than 250 thousand inhabitants was 1.313 in 2020 and increased by 0.122 percentage points since 2000.

Figure 2. GDP per capita gap by type of region compared to the OECD average
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Note: Far from a FUA>250K includes regions near/with a small FUA and remote regions. OECD mean gap based on 1 586 TL3
regions in 27 countries with available data (no TL3 data for Australia, Canada, Chile, Colombia, Costa Rica, Iceland, Ireland,
Israel, Mexico, Luxembourg and Switzerland).

Source: OECD Regional Database (2022).
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In the Czech Republic, the gap between the upper and the lower half of regions in terms of labour
productivity increased between 2001 and 2019. Over this period labour productivity in the upper half of
regions grew roughly by 53%, 12 percentage points more than in the lower half of regions. During 2020,
the gap narrowed down. Nevertheless, more years of data are necessary to determine the long-term
impact of the COVID-19 pandemic on labour productivity gaps in region.

Figure 3. Evolution of labour productivity, TL3 OECD regions
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Note: A region is in the “upper half” if labour productivity was above the country median in the first year with available data and
“lower half” if productivity was below the country median. Labour productivity in each group is equal to the sum of Gross Value
Added, expressed in USD at constant prices and PPP (base year 2015) within the group, divided by the sum of total employment
in regions within the group. Regions are small (TL3) regions, except for Australia, Canada, Chile, Colombia, Ireland, Mexico,
Norway, Switzerland, Turkiye and the United States where they are large (TL2) regions due to data availability.

Source: OECD Regional Database (2022).
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Regions where the economic activity shifts towards tradable activities, such as industry and tradable
services, tend to grow faster in terms of labour productivity. In the Czech Republic, between 2001 and
2020, the share of workers in the industrial sector went down in all regions but more so in regions that
used to be in the upper half of the labour productivity distribution. At the same time, the share of workers
in the tradable services sector went up in all regions but more so in regions that were already in the
upper half of the labour productivity distribution. Hence, the evolution of employment shares in the
tradable services sector widened the labour productivity gap between regions while the opposite was
true for the industrial sector.

Figure 4. Share of workers in most productive (tradable) sectors, TL3 OECD regions
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Note: A region is in the “upper half” if labour productivity was above the country median in the first year with available data and
“lower half” if productivity was below the country median. The share of workers in a given sector for a group of regions is defined
as the sum of employment in that sector within the group divided by the sum of total employment within the group. Regions are
small (TL3) regions, except for Australia, Canada, Chile, Ireland, Mexico, Norway, Switzerland, Tirkiye and the United States
where they are large (TL2) regions due to data availability. Industry includes the following tradable goods sectors: Mining and
quarrying (B), Manufacturing (C), Electricity, gas, steam and air conditioning supply (D) and Water supply; sewerage; waste
management and remediation activities (E) NACE macro sectors. Tradable services include Information and communication (J),
Financial and insurance activities (K), Real estate activities (L), Professional, scientific and technical activities (M), Administrative
and support service activities (N).

Source: OECD Regional Database (2022).

Recent policy developments

The Czech regional policy relies on EU structural funds investments. Additional resources, though
minimal in comparison, come from other budgetary sources. The regional policy is guided by the
“Regional Development Strategy 21+”, which was approved by the government in late 2019. To guide
the management of structure funds, a special document called “Territorial dimension of operational
programmes”, approved by the government, stipulates compulsory regional investments, especially in
the area of integrated tools (Integrated Territorial Investment and Community-led Local Development).

The government has made regional policy a key priority of its agenda and has set out some new
directions, including to incorporate territorial impact assessment in legislation procedures and to
establish a new initiative called “Government committee on regional policy”, which should strengthen
the Ministry for Regional Development vis-a-vis other line ministries so as to enforce regional policy
interests across all government investments and other activities.



