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1. The main goals of the project 
 
The following main goals were stated as the project’s aims:
● Identification of public subsidies with negative environmental impacts (including subsidies with a potentially negative impact);

●   Evaluation (if need be quantification) of public subsidies chosen in the former point;
● Proposing a methodology for evaluating existing public subsidies from the environmental point of view and for creating suggestions of possible new titles for public subsidies;
●  Proposal for changes or adjustments to the subsidies for which some (potentially) negative environmental impacts have been identified.
 
To attain the main goals the following partial goals have been defined for work on the project: 
●  Elaborate an overview and basic analysis of all public assistance (investment, non-investment, returnable, non-returnable, fiscal, tax-based, etc.) provided from the state budget, from outside-budget funds and from local budgets;
● More-detailed analysis of subsidies provided primarily in energy production, transportation, the construction industry, the agricultural sector, and assistance for enterprises. Analysis of forms, conditions, and the amount of specific public subsidies with negative environmental impact;
●   Evaluate an overview of public subsidies (all types of subventions and subsidy titles);
 ● Select a set of public assistance, which have an especially apparent impact on the environment – in regard to negative environmental impact;
●   Propose adjustment of subvention and subsidy titles from public resources (including integrating environmental protection and sustainable development into sectoral policies);
●  Brief evaluation of suggested adjustments (especially from the point of view of environmental protection);
●   Elaborating the basis for methodology, which can serve as a basis for creation of more complex proposals for state subsidy policy with regard to its environmental impacts. 
 

2. The procedure for work on the project 
 
Accomplishment of the stated goals of the project was guaranteed by the following step-by-step stages of the work and by their individual tasks:
1. Stage – introductory (general) part 
· detailed specification of approaches to work on the project and of itsindividual stages;

· definition and  specification of basic terms;
· description and analysis of theoretical starting-points;

· methodical framework of the work;
· specification and policy of public subsidies;
· description of the contemporary approaches towards provision of assistance;
· overview of methods for evaluating public assistance;
· overview of selected foreign experiences.
2. Stage – overview of subsidies 
· preparation of summary overviews of public assistance provided from the state budget;
· preparation of detailed  summaries of public assistance according to the sectors and another areas;
· evaluation of existing public assistance according to environmental impacts;
· recommendation of individual adjustment in provision of assistance;
· recommendation for further analysis of those subsidies which have more significant impacts on the environment.
3. Stage – methodology for evaluation of assistance
· preparation of a draft methodology for more detailed evaluation of selected public assistance;
· completion of the methodology for evaluating selected kinds of assistance;
· testing the methodology on a selected type of assistance.
4. Stage – evaluation of selected kinds of assistance
· evaluation of selected kinds of assistance according to the stated methodology in the form of case studies
· analyses of results of the evaluation of assistance and recommendations for adjusting provision of public assistance
5.   Stage – summarizing and conclusion
· summary recommendations for adjustments in the provision of public assistance;

· recommendations for further procedure. 
3.    First stage of the work – introductory (general) part
In the framework of this introductory part, new concrete approaches to work on the project task have been elaborated. The starting point was based on an inventory of the theory and methodology in direct relation to the subject of the work.

The theoretical parts contain a description and application evaluation of the current scientific base, specific theoretical starting point that can be used in work on this subject (macroeconomic models, transaction costs, quantification of externalities, the mathematical apparatus, computer programs, etc.). In addition, a survey is given of the legislation  and a brief monolingual dictionary of public finances is provided. The first stage of work on the project also included definitions of scientific hypotheses and discussion of the reasons for providing public assistance, a description of their forms, impacts and advantages or disadvantages.
 
A substantial part of the first stage of the work consisted in proposal of a framework methodology for the work, division into separate aspects, formulation of parameters and criteria for the work and a survey of the methodologies that could be used for further analysis of forms of assistance (including methods already in use but not sufficiently widespread). These consist particularly in a survey of indicators of sustainable development, valuation of natural resources, the environmental footprint method, methods used by the State Environmental Fund, SWOT analysis, method of using the GEMIS computer program, and especially methods of multicriterial evaluation and cost-benefit analysis. 
 
Present approaches to provision of public assistance were analyzed mainly on the basis of the practical experience gained by the members of the project team in this area, related to the provision or receipt of public assistance (including experience gained at the Ministry of Finance). This step also encompassed evaluation of methods employed to date for evaluation of public assistance on the basis of their description and analysis. Specifically, the impacts of expenditures from the state budget and outside-budget funds were evaluated.
 
In the framework of the 1st stage of the work, an approach was established for classification of provided public assistance on the basis of potential environmental impacts, as follows:
I.           environmentally favourable (direct, primarily focused on improving the environment);
II.         environmentally neutral (indirect, primarily without any linkage to environmental improvement or those for which the environmental impact cannot be determined and a more or less neutral impact is expected);
III.      environmentally unfavourable or primarily not improving the environment (direct or indirect ties to degradation/ improvement of the environment).
The work was based on some practical experience in evaluating the effectiveness of the individual instruments of environmental policy (especially evaluation of OECD projects and methods of fund evaluation used by the European Commission).  These criteria relate especially to negative simulation economical instruments (i.e. especially to fees and taxes on pollution); however these criteria can also be used in the area of positive stimulations (i.e. assistance). In this connection, especially OECD criteria have been used for evaluating economic instruments and indicators of sustainable development in the Czech Republic.
4.    Second stage of the work – overview of public subsidies  
This stage encompassed preparation of aggregate overviews of forms of assistance, based on information on assistance provided from the state budget. The next part included a detailed analysis of individual forms of assistance according to their distribution in the following groups:
● industrial sectors (transport, construction industry, energy production, industry),
● agriculture, water management, forest management,
● local public budgets, state funds,
● tax relief, assistance to businesses, support for investment, 
● other forms of assistance.
 
The detailed overview of forms of assistance was mostly prepared on the basis of a questionnaire, whose and content were agreed during the course of the work. The questionnaire contains the following subtopics:
• legislative support for assistance,

• the purpose of the assistance,
• umbrella organization and responsibility for the assistance,
• the period of provision of the assistance,
• the form of the assistance,
• the overall amount of the assistance and the amount  per recipient,
• characteristics of recipients of the assistance,
• the subject of the assistance,
• conditions for receiving the assistance, 
• the potential impact of the assistance on the environment, and conclusions.
 
Individual forms of assistance set forth in the state budget are mostly further subdivided in the framework of the relevant sectors into individual programs; consequently, the questionnaires described above had to be elaborated for more than one hundred different kinds of assistance. A comprehensive comment was attached to the questionnaire for each area. The above procedure using a questionnaire could not be employed for subsidies with a specific character (e.g. local public budgets or tax relief) and thus it was decided to use a descriptive form of the overview .
 
The evaluation of separate subsidies from the point of view of their potential environmental impacts was carried out in a simplified manner in this stage using expert opinions, so as to exclude forms of assistance that have no impact or a positive impact on the environment. Negative environmental impacts and “no concordance with the principles of sustainable development” have been evaluated in particular on the basis of the following criteria:
· specifying negative impacts in official documents (especially the State Environmental Policy),
· specification and possibly evaluation of negative externalities (for those areas in which studies have been prepared or data are available), 
· estimation of negative externalities for other areas,
· consultations with experts from the Ministry of Environment and other institutions on negative impacts in the individual sections/sectors. 
 
For subsidies, for which a potential negative environmental impact has been identified, this was carried out in the following manner:
a) it was recommended to carry out a detailed analysis of the assistance in the next phase (if a negative environmental impact was apparent),
b) it was suggested to carry out partial adjustment to the provision of the assistance (is the negative impact is small or only potential).


5. Third stage of the work – methodology for evaluating forms of assistance
In the framework of the third stage, a methodology for the procedure for evaluation of forms of public assistance, or for creation of new forms of public assistance was defined as one of the main outputs of the project. This methodology was created on the basis of research on existing methodologies and of a theoretical analysis in the first stage of the work and on the basis of detailed analysis of the existing forms of assistance in the framework of work in the 2nd stage. 
The procedure for evaluation of forms of assistance encompasses 12 logical steps:
a) Identification of the assistance
b) Collection of the relevant data 
c) Processing balance sheets
d) Analysis of the feasibility of  potential variants 
e) SWOT analysis
f) Cost-benefit analysis
g) Identification of the  impacts of the assistance (environmental, economic, socio-political)
h) Definition of criteria and their use (environmental, economic, socio-political, technical)
i) Determining the weights of the individual criteria
j) Sensitivity and risk analyses
k) Concluding evaluation of the form of assistance
l) Creation of bases for proposals for adjustments
6. Fourth stage of the work – methodology for evaluating selected subsidies
In this stage, six case studies were processed on the basis of the methodology elaborated in the former stage. They will be described in more detail in the next part of this booklet.
 
The selection of public assistance processed in the form of a detailed case study was determined especially by the availability of data, though, in fact, it would be better to analyze the forms of assistance with the largest financial flow. Two case studies are taken from the area of transportation (municipal transport, road and rail freight transport), two from agriculture, one from the area of the construction industry and one from the energy sector. This distribution covers the sectors, where the expected environmental impact is the greatest.
 
The subsidies in the industrial sector (industrial zones, support for SME, consolidation of large enterprises, etc.) could not be evaluated in detail in the framework of this project for a number of reasons - from the (non)availability of data to complexity and difficulties, that exceeded the given capacity, resources, time available, etc. Nonetheless, it is obvious that these forms of assistance deserve the most detailed analysis 
 
The following table gives an overview of case studies and references to the relevant ministry or institution responsible for the given form of assistance:
	 
	Form of assistance/program
	Guaranteed by

	1
	System support for development of municipal transit 
	Ministry of Transport
www.mdcr.cz

	2
	State finances invested into road and rail traffic
	Ministry of Transport
www.mdcr.cz

	3
	Support for reconstructing apartment blocks built using prefabricated concrete panel technology and support for the construction of rented apartments and buildings providing social care  services
	Ministry for Regional Development
www.mmr.cz
 

	4
	Support of infrastructure development in small municipalities – support of general conversion to gas
	Ministry of Environment
www.env.cz
State Environmental Found 
www.sfzp.cz

	5
	Support of agricultural primary production through returning part of excise taxes
	Ministry of Agriculture
www.mze.cz
 

	6
	Support for land-use planning 


	Ministry of Agriculture
www.mze.cz


 
7.  Case study “Appreciation of system support for developing municipal traffic”
 

Aim of the subsidy
The assistance is provided in the framework of measures for systematic support for the development of municipal transit and bus transport lines, extended to include state assistance for the purchase of buses for public bus lines. (Resolution of the of CR No. 499/1997 and No. 632/2000). The total amount in 2000 equalled 550 mill CZK, in 2001 this equalled 150 mill CZK and, in 2002, although 700 mill CZK was requested, projects worth only 200 mill CZK were carried out. 
 
The reason for the analysis 
Assistance is provided only for renewal of the vehicle fleet and provides no incentives for introduction of a vehicle fleet using fuel with lower emissions, such as bioethanol, bio-diesel fuels, LPG (liquified propane gas), CNG (compressed natural gas), hydrogen, etc. The state subsidy policy has not been adequately elaborated in this respect and, together with the lack of provided financial means, does not provide adequate potential for a marked improvement in the environment.

SWOT Table

	Strengths

	● renovating and modernizing vehicles, overall improvement of the technical base 
● contribution to environmental protection by gradual decrease of individual automobile transportation 
● providing good-quality and capacitive mass transit in cities
● more extensive use of low-floor vehicles, which are suitable for disabled people
●  lowering the sensitivity of overall costs to fuel price (CNG variant)
 

	Opportunities

	● support for the development of the use of alternative fuels and propellants and for gaining experience in this area,
● improvement of the ambient air in large cities through the use of alternative fuels and propellants for mass transit buses
● increasing trade opportunities for domestic companies in the area of alternative fuels and propellants and the relevant infrastructure

	Weaknesses

	● the goals are not specified as benefits but as outputs of the project
● the determining or measurement of achieving the goals of  the assistance is not specified
● the goals related to the environment  are defined only vaguely, and no explanation is given for an approach to introducing alternative fuels and propellants
● the means of controlling the use of financial resources  and evaluating the effectiveness of the assistance is not stipulated in detail
● no overall concept has been developed of lowering negative environmental impacts

	Threats

	● exceeding permissible pollutant limit values (mainly NOX) in cities and conflict with the EU legislation
● decline in the infrastructure for use of CNG and LPG, which was created in the early nineties. 


 
Evaluation of assistance
The Ministry of transport has not provided the requested information, which would demonstrate the existence of effective control and feedback for mechanisms ensuring favourable environmental impact of assistance. It can thus be concluded that such an efficient feedback does not exist. The amount of the assistance is independent of the existence or non-existence of regulatory mechanisms and is regularly decreased compared to the requested amount of funds.
Further problems consist in the obsoleteness of the vehicle fleet and the non-existence of a complex plan of conversion of public transit to gas fuel, which would lower both operational and overall investment expenses. Further, no overall conception has been developed for assessment of economic and environmental impacts (cost-benefit analysis) and no explicit goals have been defined. There is only a limited number of two domestic suppliers (Karosa, Skoda).
 
In regard to the results of economic analysis it would be profitable to focus assistance on developing buses powered by CNG(e.g. trolleybuses), which especially show more profitable economic results. In particular cases, it is, however, necessary to verify or adjust and up-date the input data from all analyses.
 
The means of providing systematic assistance for the development of municipal mass transit and line bus transit is not optimal from an environmental point of view. With a suitable adjustment of terms for providing this assistance, the environmental impact of public buses could be improved and the stagnation or even ending of running of environmentally profitable CNG and LPG buses could be prevented, while maintaining the original goals of the assistance.
 
Recommendations
●  Preparation of a long-term conception for abatement of negative environmental impacts in the transport sector or a complex Governmental program of support for development of alternative power and fuels in transportation, including provision for mechanisms of effective feed-back control. 
●  Preparation of a draft Act on long-term abatement of emissions in transportation (in accordance with the relevant EU legislation), amongst other things including a conception of detail control of flow of financial resources invested into the assistance. 
●    Introduction of direct subsidies to support transport companies  purchasing buses with alternative power, which would at least meet emission limits at the EURO III level  and would have CO2 emissions lower than those from contemporary diesel versions.
●   Lower excise taxes on liquefied natural gas used as  a vehicle propellant (and possibly also on another alternative fuels, e.g. bio-ethanol) 

●   The amendment to the Act on value added tax should be extended to include lower tax rates on alternative fuel used in freight transportation

●  Resolve the question of competence in subsidy policy (between the Ministry of Finance, Ministry of Transportation and Communications, Ministry of Environment, Ministry of Agriculture, the Regional Authorities and the statutory cities)
 

8. Case study “State finances aimed at the field of road and rail transportation (goods traffic by road versus rail)”
Aim of the assistance
The assistance is provided is to improve the transport infrastructure of the Czech Republic. Direct subsidy programs in the Czech Republic are derived only from the support for combined transport. The support is regulated by Government Resolution No. 414/1998. The form of support lies within the competency of the State  Transport Infrastructure Fund pursuant to Act No. 104/2000 Coll.
 
The future transport situation in the territory of the Czech Republic is directly influenced by investment projects for the transport infrastructure. The construction of through highways and 1st class highways improves and consequently induces (increases the volume of) highway transport in the pertinent region; the construction or reconstruction of railway lines can lead to the improved attractiveness of railway transport in the region. Consequently, the emphasis in investment of state funds into the transport infrastructure is important.
Reasons for the analysis

The investment projects should be based on the goals of a sustainable transport system, which would fully correspond to the new environmental requirements following from international agreements and obligations and that is unambiguously beneficial for Czech society. CR should develop its transport infrastructure in relation to the transport policy of the European Union. At the present time, EU emphasizes support for environmentally sound kinds of transport and development of railway transport (see the White Book "European Transport Policy to 2010: Time for a Decision").
An increase in capacity and increased traffic density are unavoidable. The mobility of society and the requirement on freight transport continue to increase slightly. It is very important to find an answer to the basic question of the direction in which we wish to orient transport infrastructure in the territory of CR - shall we prefer highway or railway infrastructure to provide for the present amount and an increase in freight transport?
 
SWOT Table:  

	Road infrastructure
	Rail infrastructure

	Strengths

	● support for the user public 

● an increase in the capacity of  the highway infrastructure and addition of high-speed highways to the existing dense network of 2nd and 3rd class roads

	● projects of international railway transport
● decreasing emissions from transport
● relatively low impact of new projects on the landscape, including noise levels
● more effective use of energy in cargo transportation
● a noticeable decrease in CO2 emissions for electrified lines

	Weaknesses

	● long-term environmental impacts are not fully taken into account 
● the EIA statement is not mandatory for the final evaluator
● sustainability of transport from the energy point of view and in relation to meeting the national emission ceilings (especially NOx and VOC emissions) is not taken into account
● 2nd and 3rd class highways are neglected as a consequence of high investments into through highways and 1st class highways
	● no overall conception of potential development of rail infrastructure has been developed
● insufficient support is provided for cross-border cargo railway/combined transport
● there are insufficient railway stops in cities

	Opportunities

	● connection of cities and faster transport
● improvement in the local environment
● support for industrial development and employment
	● improvement of connections between cities and faster transport
● support for development of industry and employment
● increasing the competitiveness of railway transportation
● use of geographically advantageous location for developing a trans European railway network 
● a chance to introduce an efficient transportation policy to decrease highway transport

	Threats

	● increase in highway transport  through induction
● significant decrease in the (environmental) value of areas in the proximity of highways or motorways 
● irreversible damages to the ecosystem caused by construction of large highway projects
● investment into ineffective projects 
	● investments into ineffective measures
● further turning away from rail cargo transportation, unless the transportation policy is modified






 

Evaluation of Assistance
Cargo transportation by railway and especially electric traction is, in general, more environmentally friendly. It has been demonstrated, by means of multi-criteria analysis, that investment into the infrastructure of railway transport is beneficial for society while, in contrast, investment into new roads is not beneficial. However, investment into rail infrastructure must be accompanied by a additional state freight transport policy, which will effectively convince private entities to use this system. In addition, for relatively more advantageous projects of removing “bottle necks”, it is necessary to evaluate the feasibility of an alternative approach based on railway with emphasis on combined transportation.
 
The report of NKU regarding the control of combined transportation (prepared during the period from October 2001 to March 2002) yielded the following conclusions, amongst other things:
 ● The Ministry of Transportation did not evaluate any alternative to the suggested subsidy titles;
● There are no integrated methodology and databases for cost-benefit analysis for the given form of assistance;
● MTC did not evaluate the productivity and expediency of invested resources 


● MTC did not evaluate the use of Sgnss vehicles in the regime of container transportation (86% of the assistance) and did not determine the performance in freight road transport that should be replaced; no study was made of the effectiveness of the invested resources 


● MTC did not underlay its decisions by the amount of support for terminals (14% of the support);
● MTC did not define the generally specified goals of combined transport (there is no description the negative impacts of road freight transport that will be lowered).
Recommendations
● To continue in ring road construction including routes other than environmentally sound routes
● To consider the  construction of new investment projects in highway infrastructure in relation to induced highway transport
● To abandon investment projects for motorways in places where it is not necessary to increase the capacity os highways
● To support environmentally sounder means of transport from the standpoints of CO2 and NOx emissions
● To concentrate investment resources for renewal and development of rail infrastructure
● Effectual and effective support for combined transport with emphasis on international transport
 
9. Case study “ Support for renovating apartment buildings built using prefabricated concrete panel technology and support for building rental apartments and buildings with health care services”
The aim of the assistance 
The purpose of the assistance is to facilitate the financing of the repair, reconstruction or modernization of apartment buildings built using prefabricated concrete panel technology. This support was provided on the basis of the Government Regulation No. 299/2001, laying down the use of the funds of the State Fund for Housing Development to cover part of the interest on loans provided by banks to the legal and natural persons for the repair, modernization or renovation of concrete panel buildings.
 
Subsidies were provided from the state budget in 1995 - 2001 through the sum of 17.445 bil. CZK and construction of buildings with social care services in the same period received support in the amount of 5.295 bil. CZK. In 2002, a total amount of 547.391 mil. CZK was provided from the state budget for building rental apartments and the technical infrastructure, and support was provided for construction of  buildings with social care services in the amount of 588.6 mil. CZK. In 2000 and 2001, a total amount of 4.721 bill. CZK was provided from the State Fund for Housing Development for the same purposes; in 2002 it was expected that an amount of 6 bil. CZK would be provided. The amount of 252 mil. CZK is earmarked in the 2002 budget of the State Fund for Housing Development for the repair modernization and renovation of apartment buildings.
 

 
The reasons for the analysis
 
Greater attention was focused on subsidies in the construction industry particularly  because of the long-term effect of  the object of the assistance, the relatively high financial funds provided, and close connection to decreasing the environmental burden, especially protection of the air.
State assistance in the construction industry is not evaluated from the standpoint of energy demands and environmental standpoints are not taken into consideration in selecting projects. Assistance also does not take into account the potential of the construction industry or trends in energy production and the legislation in this country. The potential of the construction industry lies in greater energy savings with an acceptable increase in investment costs, i.e. with a short return period. This can involve, e.g., thicker thermal insulation, better windows, etc.
 
Recent technical developments in the construction industry, with regard to environmental burden, indicate that:
• in the coming years, buildings with lower energy consumption will be built more frequently
• the demand for reduction of emissions of pollutants and greenhouse gases will increase, both during operation of the building and throughout its entire life cycle
• there will be increased emphasis on the importance of renewable sources of energy for heating buildings and utility water.
State assistance in this area, however, completely ignore these trends and are sometimes even contradictory to them.
 The reason for including the program of support for repairing, modernizing and reconstructing prefabricated concrete panel buildings in this analysis lies in the ineffective use of this assistance from an environmental viewpoint, even though one of the criteria for the choice of a project is demonstration that it meets the requirement of economical consumption of  heating energy pursuant to Act No. 406/2000 Coll. (or the relevant Decrees).
SWOT Table:
	 Strengths

	• eliminating defects in prefabricated concrete panel buildings
• energy savings

	Weaknesses

	• inadequately defined conditions for provision of subsidies
• lack of evaluation of assistance from the standpoint of the effectiveness of expended of   state funds
• absence of long-term conceptions of decreasing the adverse impacts on the environment

	Opportunities

	• better specification of the purpose of the assistance
• taking environmental criteria into account when providing assistance
• preparation of long-term conception of decreasing adverse environmental impacts 
• greater assistance for low-energy buildings

	Threats

	• potential negative environmental impacts of the assistance
• failure to meet the requirements of the standards


 
Evaluation of the assistance
 
The conditions for provision of assistance in the construction industry are insufficiently formulated from the point of view of the environmental impact. Tow points of view are important when evaluating the environmental impacts of assistance – energy efficiency (i.e. energy savings) and the environment (i.e. abatement of emissions). It can be derived from this that it is important to evaluate the effectiveness of the funds invested  for the given measures in each individual case and to evaluate any more effective investments.
 
The reasons for ineffective allocation of assistance for apartment construction and modernizing  prefabricated concrete panel buildings with regard to the environment can be summarized in the following points:
●  The participation and conception is the state is not defined in this area. No complex program of support for energy-efficient construction with lower emissions of air pollutants has been prepared.
 ●  Most state subsidies into the construction industry ignore the opportunities in this industry (the assistance does not prefer low- energy construction) 
 ●  The conditions for provision of assistance are inadequately defined.

 ● The subsidies are not evaluated from the point of view of energy efficiency.The valid energy regulations are not taken into account in the construction industry and meeting the requirements is not checked. No environmental criteria are monitored.
 ●  State assistance is not analysed from the standpoint of effective use of the state funds.
 ● There is no feedback when implementing measures – e.g. there is no control of meeting requirements. 
 ● In the framework of existing programs in the construction industry, assistance is also provided for low-energy, environmentally sound measures, but these measures do not constitute an essential condition for provision of assistance  and, in addition, are not specified in the conditions for provision of assistance.
 
Recommendations
The provided subsidies should be an effective means of improving the environment. In addition to eliminating ineffectiveness, it is thus necessary to modify conceptions of subsidies and the conditions for their provision, particularly through the following measures:
●   Preparation of a long-term conception for decreasing negative environmental impacts in the sectors of housing and the construction industry
●   Preparation of a complex governmental programme to support  low-energy construction and reconstruction.
● Provision for consistent control of meeting the requirements of the relevant technical standards and regulations related to the energy efficiency of buildings by responsible persons in the building trade.
· Preparation of a conception and subsequent provision for detailed control of flows of financial resources expended for assistance in the given area.
10. Case Study “Programme of small municipalities’ infrastructure development – support of gas installation in flats” 
 
The aim of the assistance
The aim of the "Programme for Abating Emissions of the Principal Pollutants and Protecting the Earth’s Climate with an Emphasis on Energy-Saving Solutions (encompassing the "Programme of Development of the Infrastructure of Small Municipalities ) is to decrease emissions at the pollution source, with emphasis on energy-saving solutions, including creation of conditions for reconstructing sources of pollution by developing the infrastructure in municipalities. This is a form of investment assistance, which is focused on construction of the public parts of connections and medium-pressure gas mains and on construction of the public parts of connections and central heating networks.
 
 
The program is intended for municipalities and parts of municipalities with up to 1000 inhabitants, and especially for financing the construction of the public parts of connections and medium-pressure gas mains and for constructing the public parts of connections and central heating networks. Direct financial assistance for implementing measures can reach a maximum of 50% of the overall assistance; the loan for implementing the measures can reach a maximum of 50%; when combining both types of assistance the overall amount of the assistance must not exceed 80% of overall costs. However, most assistance is towards at construction of individual connections and assistance for central heating is exceptional.
 
In 1992 – 2001, financial assistance was provided from the State Environmental Fund for 3 407 municipal gas installations in municipalities conversion of furnaces to gas, including other technologies.
For the sake of accuracy, it should be pointed out that, in the first half of the ninetie, assistance was provided for development of the infrastructure (or general conversion to gas) from the state budget through the District Authorities. This assistance was primarily motivated by attempts to improve the quality of the environment.
The reason for the analysis
This subsidy means a potential benefit for environmental protection, as it is intended  to abate principal pollutant emissions. Because of the uncertainty in trends in natural gas prices for households, the assistance did not fulfil its purpose. The assistance is mostly used ineffectively mainly as investment into a secondary source, or for diversification and security of energy supply. As a consequence of the lack of conceptual incentives and measures on the part of the state, including this subsidy, support is provided for the consumption of fossil fuel, although a clean one, instead of conceptual measures to decrease energy demands, which are completely lacking - once again, households are switching to fossil fuels, with the consequent increase in pollutant emissions. 
 

SWOT Table:

	Strengths

	● Potential lowering of emissions, especially sulphur dioxide, nitrogen oxides, carbon monoxide and particulates
● Potential increase in employment opportunities


	Weaknesses

	● A transition to solid fossil fuel as a consequence of an increase in gas prices and their general uncertainty for households
● High emissions of carbon dioxide
● The support is focused on fuel sources, which harm the environment more in comparison with renewable sources of energy

	Opportunities

	● Introduction of environmental tax reform 
● Evaluation of environmental criteria when providing public assistance
● Optimisation of supply of natural gas in the framework of preparation of the Territorial Energy Conception

	Threats

	● Fluctuations in natural gas prices
● Threats to the energy needs of households from the point of view of the security and reliability of natural gas supplies 


 
Evaluating  the assistance    
 
On the basis of calculations carried out in the case study and on the basis of other information it can be stated that support for general conversion to gas is not effective, particularly for the following reasons:
●  Energy savings and the use of solar energy, whose effect is comparable with energy savings, are the best alternatives from the point of view of lowering the environmental burden – after realising about a 30-50% decrease in energy demands, the next 20-30% of energy consumption can be replaced by a solar system with comparable environmental impacts to energy savings.
●  Natural gas has external costs not including the impacts of CO2 emissions that are slightly better than for biomass; however when CO2 emissions are included, biomass is clearly preferable. This is also true of thermal insulation of buildings and solar systems, which can be viewed as a complementary measures.  
●   In an overall comparison (investment, variable and external costs) biomass is the only environmentally and economically  acceptable substitute for natural gas among the compared alternatives, in synergic action with thermal protection systems for buildings (insulation, window replacement, installation of regulatory systems) and with solar systems;
●   Comparison of E/I
 indicators indicates that the most profitable ratio is that for thermal protection of buildings  (0.04 or 0.07) and for comparing systems of natural gas with biomass (0.09); the worst  is the ratio of systems using natural gas – coal (0.97)Biomass takes first place in absolute lowering of external costs  - conversion from natural gas supply (the ratio for natural gas / biomass is 90/10)  to biomass supply (the ratio for natural gas / biomass is 20/80), leads to a decrease in external costs by 638 thousand CZK for a model municipality of 120 inhabitants. 
●  Investments into municipalities with less than 1000 inhabitants is unfavourable from the point of view of gas distribution companies, and thus, logically, support should be provided  some other environmentally favourable heating system in these localities – either central heating or individual heating based on biomass.
●  The environmental effectiveness of general conversion to gas has not been adequately demonstrated in practice; an evaluation has been carried out only on the basis of theoretical calculations. On the other hand, it has been argued that it is not possible to control the individual heating units in the buildings of private individuals; in many cases even the required number of connections to the gas network has not been reached.
●  The environmental effectiveness of general conversion to gas also doubtful from the theoretical point of view, because there are demonstrably more effective ways to save emissions – thermal insulation of buildings and the use of renewable sources of energy.
●   A certain portion of the population has switched from burning all kinds of clean fuels to burning waste
 and in the better case (although also unacceptable from the environmental point of view) has returned to burning coal in many regions of the Czech Republic. This aspect connects programs of emissions abatement and support for renewable energy sources with waste treatment programs and requires a rapid and simultaneously judicious solution;
●   In most cases the support for general conversion to gas is not primarily viewed by the applicant for support (or individuals in general) as a means for  protecting the environment , i.e. the ambient air. 
●   It follows from the 48th meeting of the Council of the State Environmental Fund that most of the members of the Council perceive general conversion to gas as unsustainable for many reasons (especially privatisation of the gas industry and the increasing prices of natural gas). Consequently, a recommendation has been accepted that the Fund should give further support only to an individual projects in which the environmental impacts can be unambiguously estimated.

Recommendations 

● It is necessary to terminate provision of assistance for general conversion to gas. In individual cases of conversion to gas(or replacement of coal by natural gas), it is necessary first to consider alternative approaches using renewable sources of energy.
● Use of the instrument "Subsidies on the prices of natural gas for households" constitutes a potential approach, but is not desirable because of the elimination of price controls in the energy market and it is undesirable from the environmental point of view.
● All assistance directed towards conversion to gas under the pretence of improving the air quality should be redirected and devoted (to an increased degree) to renewable sources of energy and improved thermal protection of buildings (through which it is possible to lower emissions by 50% in comparison with the original state).
● Remedying of the undesirable effects of assistance in cases where this assistance has been already provided and the object of the support has been realized can not be carried out in any other way than by providing other, more acceptable assistance for decentralized decreasing of the environmental burden (e.g. support for a conceptual approach to the energy of buildings, i.e. thermal insulation, replacing windows, installing technologies using renewable energy sources). The completed infrastructure for supply of gas will then remain as a reserve rather than as the primary source of heat for households.
 
11. Case study “Support for agricultural primary production through returning part of the excise tax – “green diesel fuel”
 
The Aim of the Assistance
The reason for introducing this assistance lay in decreasing the difference between the great increase in prices of inputs into agriculture and the low increase in incomes for agricultural products sold.
60 % of the excise tax is refunded on purchased medium-weight and heavy gas oils and mixtures of fuels and lubricants used in agricultural primary production, arboriculture and during renewal and cultivation in forestry. This applies to medium-weight and heavy gas oils for engines (diesel fuel) and blends with the methyl esters of rape-seed oil intended for spark-ignition engines  (biodiesel fuel). The refund is provided maximally to an amount corresponding to consumption (according to the set standards).
In 2000, excise tax was refunded in the amount of 954 225 371 CZK and, in 2001, this amount equalled 1 270 601 743 CZK. The excise tax rate was 8.15 CZK/litre during the 2000-2002 period, from which the total amount of oil consumed in agricultural primary production can be derived; the refunded part of the excise tax corresponded to 195 138 112.7 litres in 2000 and 259 836 757,3 litres in 2001.
The reasons for the analysis

 
Subsidising “green diesel fuel” can be viewed as one of the most transparently formulated adverse forms of support in the Czech Republic. On the other hand, it must be admitted that this constituted an attempt to provide assistance for the obsolete Czech agricultural industry and to compensate for the unsystematic increase in the prices of inputs into agriculture and leaving outputs at a disproportionately low level. However, this argument cannot disguise the fact that this is a form of state assistance that consistently supports the poorly effective burning of fossil fuel. 
 
In addition, the Act does not make any distinction between diesel fuel and biodiesel fuel in relation to the right to a refund of part of the excise tax, even though the state supports the use of biodiesel fuel in the framework of the "oil-program"; furthermore, support is provided for this biodiesel fuel through a lower VAT rate. 
 
 
SWOT Table:

	Strengths

	● Compensation of the unsystematic increase in the prices of inputs into agriculture

	Weaknesses

	● The chance of fraudulent manipulation and use of cheap oil for personal use or trade
● Damage to the environment by emissions 
● The administrative system is relatively inflexible

	Opportunities

	● Transition from an increase in the immediate (short-term) competitiveness of agricultural primary production to a long-term solution

	Threats

	● Incompatibility of the support with support in EU
● A future - decrease in the competitiveness of Czech agriculture as a result of delaying solution of the problem  
● A reduction in interest in fuel-efficiency by giving the impression of cheap fuel 
● Intensification of environmental problems in agriculture – low or no attention to the environmental impact of burning diesel fuel 


 

Evaluating  the assistance
The subsidy has been seen as environmentally unfavourable, unjustifiable from the economic point of view, and based on rigid thinking from the social point of view, with no attempt at a systematic solution in the short and medium term. On the other hand, it must be admitted that the issue must be resolved in the context of a change in the entire agrarian sector and joint agricultural policy, which constitute a very complex problem. 

For 1 CZK spent on the support (refunded excise tax), approximately 1.80 CZK of external costs arise and there are no quantifiable economic benefits of this assistance that would compensate for these external costs.  The form of this support can even lead to double subsidies on biodiesel fuel, because a separate subsidy title for production of biodiesel fuel already exists.
 
The negative evaluation does not doubt the need to use agricultural machinery with spark-ignition engines for agricultural production. It is rather a matter of evaluating the desirability of the chosen type of support, which justified at the time of its introduction by the simplicity of the administration and controls and the simplicity of the criteria for its establishment.
 
There is no feedback in the mechanism of provision of this assistance - the actual effect of the subsidy is not evaluated, which makes the support unreliable. For example, it is not possible to compare the consumption of diesel fuel in the sector with consumption at the time when the assistance was not provided. Consequently, it is difficult to identify the individual impacts of this assistance

 
The very form of assistance through tax refunds is one of the worst means of tax relief, as it is basically a net income for the recipient ex post. The economic impact of the assistance on the recipient is given by the fact that the refunded tax is viewed as an income with no follow-up on how this income was used. Farmers would probably use diesel fuel even without this support (no data on elasticity are available for an exact evaluation), in fact he would be more highly motivated to ensure savings. In the worse case, he would not be able to maintain the land and practice primary production to the full extent. This is a strong argument for the existence of the support.
 
As there is no selection of the entities to be supported , the assistance is basically uniform and can not be compared with other alternatives.
 
Fuel consumption standardized on the basis of the soil value can partly reduce the fraudulent use of substantially cheaper diesel fuel. However it is not possible to discover in practice whether all the declared fuel was actually used in the direct connection with agricultural primary production.
 
Recommendations
As the character and form of the assistance do not permit effective control and demonstration of the  purpose of use of the advantage provided, it would seem that the best approach would be to abolish this form of assistance. However, for a great many reasons, the assistance cannot be abolished without simultaneously adopting measures that would compensate for this assistance, whose effect would simultaneously be more readily controlled. In particular, it would be necessary to compensate for the undesirable consequences of a sudden increase in unemployment and an increase in the already high imports of agricultural products from subsidized agricultural farms in EU. At the present time, implementation of projects supported by structural funds constitutes an important source of such measures.


 
Further it is necessary to carry out a cost-benefit analysis of alternative solutions of related agricultural subsidies and to find a way for effectively supporting the process of improving the approach of agricultural primary production to the environment (in accord with the "Principles of Good Agricultural Practice") and its complex evaluation in comparison with other possibilities for more effective (more goal-oriented) subsidies in agriculture.  It is apparent that it is necessary to systematically change first the uneven distribution of profits and then, or simultaneously, to find a solution to "green diesel fuel". We always encounter the same problem - that it is very difficult to change or abolish a system that was created with great expenditure of effort and to which the surroundings have become adapted.
12. Case study “Evaluation of Support for Revitalization and Land-Use Measures”
 
The aim of the assistance
 
The aim is to sponsor land-use planning through subsidies (as outlined by Act No. 139/2002 Coll.) which classify properties spatially and according to function for rational management by the landowners and provide conditions for improving the environment, protection and improvement of the fertility of the land fund, water management and increasing the ecological stability of the region. The overall amount of public subsidies for land-use planning in 2002 equalled 500 mil. CZK.
 
The reasons for the analysis
It is apparent from the definition of the purpose of the assistance in the law, that land-use planning is intended to hypothetically have a favourable impact on the environment, but the actual effect can be quite the opposite. This case study of revitalizing a water area confirms this opinion and thus forms a basis for a further and more comprehensive review of public assistance in relation to the environment.
The case study included detailed analysis of the revitalization of No. 3 pond near Šumná. The project was concerned with stabilising the water-management conditions in the locality by restoring the original landscape, retention and recreation functions of part of the original system of ponds, with simultaneous connection to the elements of the system of ecological stability. The work also encompassed protecting the ponds against breeching by flood flows of intensity Q100.
SWOT Table
	Strengths

	● Spatial and use classification of properties for rational management by the land owners
● Setting out owner’s rights and the related users' rights 
● Provision for conditions for improving the environment, protection and increased fertility of the land fund, water management and improving the ecological stability of the region. 

	Weaknesses

	● Approving public subsidies for projects does not fully take into account the long-term environmental impacts EIA is not binding for the final assessor)
● Improvement in one environmental component is often compensated by shifting the burden onto another component

	Opportunities

	● Land-use planning can restore the original character of the landscape and its original value
● Restoring the self-regulating functions of nature and the landscape and lowering the demands on land-use planning
● General efficiency of the contemporary land-use planning in comparison with future ones

	Threats

	● Investment into land-use planning without a detailed environmental impact assessment
● Lowering the value of a region that is financed from public funds


 
Evaluating  the subsidy and conclusions 
 
It can be derived from the amount and structure of this assistance that the real expenses connected with environmental protection correspond to an insignificant part (approx. 3 %) of the overall costs. The environmental benefits or damage connected with use of this assistance most probably also correspond to this amount.  From this point of view, comparison of the expenses for maintaining and constructing roads (21 %) and for preparing the project plans, aims and the projects themselves (59 % of the resources, i. e. 2.1 bill. CZK in the last 6 years, are involved in these items) appears catastrophic. 
 
The evaluation by the Hessen method confirms doubts about the impacts on the environment of public assistance for land-use planning. The decrease in the overall value of the biotope of the area of interest corresponds to a reduction from 589 730 points to 499 284 points. If the total costs of given land-use planning amounted to 4 663 097 CZK and the biotope value fell by 90 446 points, than a decrease in the value of the biotope by one point was financed by a subsidy from public budgets of 51.56 CZK. This is a demonstrable example of  “perverse subsidy” consequently projects, whose stated goal is an improvement in the state of the environment, or financial support for those projects should undergo detailed examination.

The Hessen method need not serve directly for evaluating the monetary value of a given area, but can be a useful tool for evaluating the impact of public subsidies on the environment. Its advantage lies in the simplicity and speed of its application; the aspect of objectively estimating of point value for a square meter of the given biotope can be seen as a weak point. 
 
This method can also be used in other cases. One of the areas of potential use for the Hessen method lies in support for industrial areas. From the environmental point of view, support for industrial areas, in the way it is currently employed in the Czech Republic, is not acceptable for several reasons:
●  Development from scratch is preferred to using the grey energy of currently unused premises, 
●   Construction is carried out at the expense of agricultural land and, in the worse cases, even more ecologically valuable areas
 ●  An ex ante environmental impact assessment is not sufficient, because it does not fully take into account the future burden on the area (sometimes it is not clear which production will be carried out in the area)
One example of demonstrably unsuitable support for an industrial area is that of the Joseph  zone in the Most region. All the relevant properties belong to soil conservation classes I. and II. They can be withdrawn from the agricultural land fund only in exceptional cases, especially in connection with renewal of the ecological stability of the landscape. In the described case, quite the opposite occurred – the value of the area was reduced to a minimum. The environmentally adverse effect of this subsidy is, in this case, greatly increased by other negative aspects of creation of this industrial zone. This assistance would probably occupy a prime position in an imaginary scale of “perverse subsidies”. 
13. Additional partial recommendation for public subsidies adjustment
Direct adverse environmental impacts of some subsidies have been identified in the scope of the second stage of the project (see point 4 of this information). These subsidies have been recommended for more detailed evaluation and those, that were suitable for an immediate detailed evaluation, were submitted for evaluation by the suggested methodology (see the case studies on points 7. – 12. of this booklet). Only partial adjustment of provision of some subsidies or adjustment from the related policies has been recommended for some other subsidies. Consequently, this chapter summarizes some individual recommendations following from evaluation of public assistance according to the individual sectors.  
 
Agriculture  

● “Subsidies to support breeding of cows without market production of milk, breeding of sheep and goats” – some updating of rules for providing the subsidy assistance is recommended so that, when using grasslands for cattle grazing, the burden on 1 hectare is limited in regard to the risk of green-sward erosion by animals e.g. by treading down, erosion and other negative effects.

● “Subsidies for removing silt in ponds” - it is recommended that the control of maintenance of the conditions laid down for the subsidies provided for dredging be made stricter in the interest of protecting the environment and the food chain from hazardous substances.

● Forms of assistance that can have a potential hazard of adverse environmental impacts and that should be analysed in more detail in the future, have been identified. The following are especially relevant:
·  assistance for maintaining agricultural properties in a suitable condition,
· assistance for bio-fuel production ("green diesel fuel" is discussed as a separate case study in this project – see point 11 in this booklet)
· the procedures of carrying out land-use planning and  regulation of  the water regime.
 
Water management
● The programme “Construction and technical renewal of water conduits and water-treatment plants” - the rules for providing financial means recommend that projects receiving support include a plan for wastewater treatment, especially in localities where support is provided for construction of water mains without provision for proper disposal of waste waters and where an increase in the amount of discharged waste waters can occur.

● The programmes “Construction and technical renewal of sewers and wastewater treatment plants” and “Minor water-management environmental activities” –the rules for provision  of financial means should emphasize the condition that support can be provided for the construction of sewers only if the waste waters from them will be processed in a wastewater –treatment plant, that meets the requirements of the water management legislation immediately after completing the construction.

● The programmes “Anti-flood measures”, “Remedying of damages caused by the floods in 1997” and "Remedying damages caused by the floods in 1998”  - when evaluating separate actions it is recommended that increased emphasis be placed on water-management aspects and also the incorporation of the selected measures into the landscape and nature. This should minimize potential adverse environmental impacts, where changes in outflow conditons in some parts of a regulated water course can cause water regime changes, spatial collision with a valuable biotope or, in some cases, choice of an inappropriate technical approach with insensitive incorporation into the landscape  
Forest Management
● It is recommended to work on introducing systems of minimizing the impacts of pollutants on forests to an attainable (optimised) level and of optimising the costs of decreasing the adverse impacts pollutants on forests.  It is expected, that even in the future, problems related to the environment in forests will not be able to be solved without subsidies and assistance will continue to be focused on compensation of damage that has already occurred and remedying of the consequences of activities from outside of forestry sector. 

● It is recommended that an analysis be carried out of the overall impact of the assistance on the species composition of forests. It is important that meliorating and stabilizing tree species, that are currently the main object of assistance (contrary to the main, productive tree species), be cultivated to the desirable stage of development of the forest stand, so that they can serve the intended purpose. On the other hand, the target productive tree species in the restored tree stands should not disappear as a consequence of the targeted financial assistance.

● Forms of assistance that entail a potential risk of adverse environmental impact and can be the target of more detailed analyses in the future, have been specified. They are, in particular, the following: 
- stream dikes and forest-engineering meliorations, 
- renewing forest stands damaged by pollution,
- liming from airplanes, and
- large-scale interventions for forest protection
The tax system
● From the point of view of monetary liquidity of the state budget the difference between direct assistance and a tax relief is substantial. Here, there is a difference between the resources provided and those retained. From the standpoint of the recipient (from the psychological standpoint) the first method is more in demand, while the second approach is more motivating and more effective. It is recommended that these aspects be carefully considered jointly in each individual case in the framework of a common long-term conception in the given branch.

● It is recommended that a detailed analysis be carried out of classification of products and services in two valid VAT tax rates from the standpoint of the environment. A number of items are involved, which must be evaluated separately. From the standpoint of motivation towards environmentally sounder behaviour and actions to the benefit of the environment, the conclusions are obvious - strong motivation towards good behaviour continues to be economic in nature. On the other hand, gradual unification of VAT tax rates in the framework of EU will narrow the scope for tax differentiation.
● It is recommended that exemption of air transport from excise taxes on fuels be abolished. However, it is necessary to achieve cancelling of the relevant international agreements for decisive international air transport.
● It is recommended that exemption from taxes in the framework of the Act on highway taxes be reconsidered. Although this is a form of tax relief that is in the public interest  (buses for regular public passenger transport lines, vehicles for road maintenance and cleaning, fire trucks, ambulances, emergency vehicles, etc.), these are often (frequently obsolete) vehicles that significantly pollute the air and damaging roadways. The re-evaluation of tax relief should be applied to buses for regular public passenger transport lines, where one of the criteria for provision would be the type of the fuel used (distinction could be made between biodiesel fuel, LPG and CNG).
● It is recommended that the method of calculating highway taxes be re-evaluated. The currently valid wording of the law does not fulfill its purpose, from the point of view of both the tax system and environmental impact. A tax calculated on the basis of engine capacity, or on the basis of the highest admissible weight and number of axles does not take into account the frequency of usage of the vehicle and thus also the environmental damage caused or the wear on roadways.
● It is recommended that construction and tax rates on real estate be re-evaluated. At the present time, there are various basic tax rates, based on the kind of property and manner of economic use, especially for agricultural production. For example, the tax rate for arable land, hop gardens, vineyards, gardens and fruit orchards is ).75% of the tax base, compared to the tax rate for the properties of permanent grasslands, productive forests and fish ponds with intense fish breeding, which equals 0.25% of the tax base. However, these tax rates, especially for arable land, do not take into account whether and how the given properties are used for this purpose. It frequently occurs in practice that that the taxed entity purchases a property registered, e.g., as arable land for the purposes of commercial construction. Subsequently, it happens that this high-quality land is reclassified, e.g., as pastureland, for which a construction permit can be obtained. Consequently, we consider it desirable that a tax payer - the property owner who has changed the purpose of use of his property (e.g. a pastureland is changed into a fruit orchard) declare this change and, on the basis of this change, a new real estate tax rate be calculated.
● Tax relief on real estate in the case of implementation of environmentally favorable measures is, essentially, a paradox, because it lowers the income of those, who have the greatest interest in the improvement – the municipalities. The splitting of tax income should be re-evaluated , so that the municipalities can receive more if they demonstrate better environmental parameters of the implemented projects.





● It is recommended to evaluate the proposal on the purpose of the tax relief in some specific cases. The tax entity would thus be forced by law to use the saved financial means that were not paid out in the form of taxes for a specific purpose. Care should be taken that these reliefs do not act contraproductively. The funds gained from the tax relief in connection with environmentally desirable behaviour could not be invested into an project with adverse environmental impact. In practice, it would not be administratively demanding to determine whether the purpose of using the saved funds has been fulfilled if these measures are included in the law. A tax entity that requested e.g. reflief from income tax would not lose these financial means if he invested it within a certain time period in a business area such as to remedy or at least mitigate any negative environmental impacts arising from his business activities.  From the point of view of controls, we do not consider that verification of entitlement to the tax relief to be administratively demanding or time-consuming, because the purpose of using these financial means is easy to verify from the accounts. We consider the suggested feedback ensuring the control of financial means retained by taxpayers to be desirable(especially as related to higher and environmentally motivated tax reliefs). 
Industry
● Forms of assistance related to the cut-back in coal, ore and uranium mining through reclaiming and remediation of damages caused by mining indicate, by their nature that, although they lead to an environmental goal by definition, they are not completely in order when evaluated in greater detail on the basis of the relevant environmental criteria. The Ministry of Trade and Industry does not publish any detailed report on the consequences of these subsidies. Thus it is recommended that a more detailed analysis be carried out of these forms of assistance from both the environmental and economic point of views.

● Direct preference for domestic producers and services through public support is not possible for many reasons. In some cases, however, the support is intended for this purpose, although this is not always desirable. In the cases, when some technology or service is chosen in the framework of public support, the requirements (criteria) on a any foreign product should include a substantial innovative element.

● It is recommended to monitor and to evaluate some selected plans in the framework of investment stimulus (e.g. in the Most or Kolín localities). The system of investment stimuli has been in place only for a short time in this country and their influences and consequences cannot be evaluated and judged in this initial phase. The Ministry of Environment can make a decision in the approval process, whether the meeting of environmental conditions pursuant to Act No.100/2001Coll., on environmental impact assessment is realistic. Nonetheless, doubts have been expressed about the uncontrolled and frequently spontaneous development of new industrial zones, which are mostly created from scratch, without considering other alternatives (e.g. reconstruction of existing industrial zones and localities). 
The public sector

● In all areas, it is recommended to promote the allocation of public resources on the basis of:
·  predefined conditions and criteria for their transparent provision and usage;
· regular control of concordance not only with accepted rules from the procedural point of view, but also control of the evaluation of the actual impact of supported actions (only a detailed analysis of the resulting effects and their confrontation with the given goal can yield objective conclusions about their environmental impact); this control work should be carried out by the relevant sectors or the Supreme Audit Office and especially by objective experts in the individual fields;
· knowledge of the situation in the international context (approximation to EU law, EC Council Regulations, EC Directives, etc.).
● It is recommended to carry out a detailed analysis of the decisions and appeals of the Office for Protection of Economic Competition in the area of Public Contracts I, II and Public Support and derive recommendation for further activities of this Office and for the functioning of public administration and the allocation of public assistance, especially in connection with the environmental impact of such assistance. 

● It is recommended to follow-up and regularly evaluate the indicator of transaction costs, or the administration costs connected with providing public assistance or a public service. If this indicator exceeds the a given limit, this is a sign that the cost of the provision of the assistance is increasing at a substantial rate in comparison to the amount of assistance provided and that it is necessary to adopt structural or other measures.

● The lack of effectiveness of preparing some project plans contracted by the public sector stems from, among others, the reverse order of the project planning. This reality can be characterized in a simplified manner in that first there is a battle for money for the project (public benefit projects, projects serving as a support for decision-making of officials, projects for improving communications, the infrastructure – basically most projects)  and after that, provided the money is received, it is decided what will be done with the money.


● It is recommended that each public institution develop and maintain a publicly accessible database of all invested means in such a way that the database could be networked through the whole public administration to exclude duplicities
[1]. The structure and the content of the given information can differ by the type of organization, however the basic data are common – date, amount, purpose and name and contact of the responsible person. Where the support is intended for elaborating a work, study, analysis etc., this output will also be published, or its annotations and contact to a place and person, where it is available. The cases, when it is really a non-public document, will be defined unambiguously to limit unwarranted definition of the level of confidentiality by the persons carrying out the work, and the background research will be made available; in addition a new project could be contracted.   Also in the cases, when the published information could cause damage of great scope or violation of the law, etc., it is necessary to publish the pertinent information as soon as the restriction for this is removed . An important consequence of maintaining a common database of expenditures (projects) is the possibility of sharing their results in the framework of public administration. Where competitive conditions and concealment prevail, in the case of public resources, this constitutes intolerable and sometimes even illegal behaviour from the point of view of taxpayers (e.g. violation of Act No. 106/99 Coll. on free access to information).

● Simultaneously, it is recommended that consideration also be given to publishing a database of rejected projects, stating clearly the reasons for rejection and providing an opportunity for the person proposing the project to add a commentary.
● One of the principles of sustainable development is also the principle “to serve as example”. In practice this principle is upside down –public institutions are frequently at the very end of the chain when promoting new ideas, principles, and education. Each public institution should serve as an example in areas, which do not constitute practically any additional expenditures and this depends only on good organizational work. Each organization should improve the attitudes of its employees towards managing the entrusted materials and energy ; it is especially relevant to:
· save energy (lighting, heating appliances, household appliances, office machinery, company cars, etc.);
· decrease consumption of office material (paper, printer and Xerox refills, copying machines, consumer materials);
·  introduce separate collection of as many kinds of wastes as possible (the waste management plan of the organization);
· optimise travelling expenses ( car pools, cheaper flights);
· switch to alternative fuels for company cars;
· improve the quality of the indoor environmental.
● Each larger public administration organization should have its own methodological worker (workers), whose work should consist of permanently collecting new information and adopting experience in the area of management of human resources and improving attitudes to the environment and preparing a smooth and spontaneous inclusion of these principles into the  running of the organization. 


● For handling local budgets it is important that they become increasingly independent (decentralization of decision-making). Because their distribution is dependent on decisions of a specific local government, the weight of criteria for this distribution should simultaneously increase. These criteria of local budgetary expenditures should be substantially environmental. Local Agendas 21 are suitable and favourable as an initial stimulus .
 

14. Conclusions 
The given project has provided a detailed analysis of public assistance from the standpoint of their environmental impacts. From this point of view it is probably the first project of its kind that is concerned with this aspect. 

 
The available foreign sources are mostly concerned only with theoretical approaches or quantifications of public assistance flowing into selected sectors (especially the energy industry, agriculture and transport). On the basis of these quantifications they point out the amount of resources flowing into environmentally unfavourable areas and recommend their substantial reduction. However, they do not contain any specific suggestions for evaluating the negative influences of public assistance or suggestions for changing state policy in the framework of specific titles of subsidies. From this point of view, this project suggests more specific attitudes to public assistance and to changes in the policy for their provision. 
 
This detailed survey of forms of assistance is most probably the first detailed database of subsidies provided both from the state budget and from local and other sources. More than 100 kinds (titles) of subsidies have been analysed here and some of them have been recommended for more detailed scrutiny on the basis of a simplified evaluation of their environmental impact, or some partial conclusions and recommendations have been accepted here.
 
The suggested methodology for evaluating public subsidies was created mainly for the purposes of this project. In the course of its development, the demand for universality was taken into account thus the method is also applicable for evaluating forms of assistance (both ex ante and ex post) in the future.
 
The titles of subsidies for the case studies were chosen on the basis of recommendations in the framework of forms of public assistance and their analyses. Simultaneously, it was necessary to take into account the availability of input data for this detailed evaluation. The evaluation itself was carried out on the basis of a recommended methodology; however, in some cases has this evaluation had to be simplified (in regard to the absence of the necessary underlying foundations or time or capacity limitations). A total of 6 case studies have been processed in the framework of the project. They cover the most problematic regions from the environmental point of view. 
 
Conclusive recommendations for adjusting public expenditure policy are processed here in several regions, such us:
· the conclusions of case studies for evaluated subsidies and sectors,
· the conclusions (summaries) of analyses carried out in the framework of the prepared summary of subsidies,
· the conclusions derived from other parts of projects,
· proposal of a methodology for evaluation of forms of public assistance
· further recommendation derived from the text and individual conclusions.
 
The general conclusions of this project can be summarized as follows:

· It has been found (although not always fully demonstrated) that many forms of assistance exhibit elements of ineffectiveness; if  assistance is seen as economically or socially ineffective (or even contraproductive) it will most probably be environmentally ineffective, respectively harmful;
· Nearly no assistance (with  the exception of assistance aimed at protection of the environment) includes explicitly nor implicitly expressed environmental criteria, respectively criteria focused on assuring the accord of the support (the object of the support) with sustainable development;
· In a great many cases, it is possible to include environmental criteria, or criteria focused on ensuring harmony of the support (the object of the support) with sustainable development;
· In many cases of public support, it is possible to simplify the means of providing the assistance  so that it is transparent and minimizes the creation of  transaction costs (both legal and illegal);
· The final step– assigning the end-recipient of the support and carrying out the object of the assistance – remains unclear for most forms of assistance;
· In regard to the fact, that forms of assistance are often reformed by the same mechanism that deformed them in the past, it is desirable to reform the entire subsidiary and distribution policy (primarily through fiscal reform);
· Criteria for providing public support do not explicitly nor implicitly include criteria of environmental impacts (or environmental conservation criteria) and  they do not take into account whether the criteria used  are in concordance with the principles of sustainable development; only legal criteria are taken into account (e.g. the environmental impact assessment process pursuant to Act No. 100/2001 Coll.), which, of course, is not sufficient  for the given purpose, because they have only a narrow scope of applicability and are an ex post solution rather that ex ante and are often viewed as a “formality” or influenced in other ways by the subject or object of the assistance; some forms of assistance (e.g. in the construction industry) do not include any criteria, which should be a priority for the given object of the support (energy efficiency), let alone that they should include environmental criteria.
 
As has been already stated, this project is the first of this type in this country and thus it mainly constitutes a basic mapping of aspects of the given area and the first results and recommendations. In regard to a rather wide range of problems connected with the provision of public assistance,  it will be necessary to related further work to the results obtained, not only from the point of view of updating them but also from the standpoint of elaborating and analysing other related areas and aspects. The submitted results should serve not only as a basis for individual modifications in assistance policy but also as a basis for future work in this area. 
 
� The  E/I indicator gives the ratio of external costs to investment costs and expresses how much external cost one crown of investments corresponding to the given combination of resources “creates”.


�  From preliminary research in hitherto non-gasified regions it can be derived, that people view gasification as the main alternative to the present status. Contrarily, similar research carried out in gasified regions shows that alternative solutions are chosen, often extremely  unacceptable -, some trade with worn tires exists, PET-bottles are common fuel and the most “modern” fuel is a PEl bottle filled by saw dust mixed with  used lubricating oil because it burns for a long time.


�[1] Presently many similar orders and projects are still ordered by several organizations of  public administration , which  creates very inefficient expenditures, what is more the same task is solved by the same subject, for whom it is not in their interest to highlight this inefficiency. 
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