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The Industrial Zones, Case Study of the Czech
Republic
Pramyslové zony, fipadova studieCeské republiky
Summary

This bachelor thesis focuses on industrial zonése Czech Republic, their
origin, amount, placing, problems, and possib8it investment incentives and other
kinds of industrial support. It explains the meagnir the terms industrial zones,
brownfields, and investment incentive, among whidre exist different kinds of
support in the Czech Republic. The thesis alsosdeth industrial supportive
programmes, under which it is possible to get appate support (grant, financial
support or land transfer), conditions which mustlled by the applicant, the
process of investment incentives allocation, amdi&iof investment incentives. The
part about investment opportunities in the CzecpuRgc follows, which contains
brief introduction into the situation in the CzeRbpublic, PEST analysis of the
Czech Republic, and a detailed view is dedicatedtmus branches of industry
where these opportunities are hidden.

In the practical part, there is a characterizatibKladno city (area,
inhabitants, basic macro economical informationhigger part is dedicated to the
famous history of industry, which included the lll@oal mining and industrial
production. Nowadays, there are two big industr@les in Kladno and many
brownfields in the form of former black coal min&tadno with the cooperation of
Czechlnvest tries to change this situation.

The Chapter SWOT analysis concerns with strengthaknesses,
opportunities, and threats of Kladno from the aspetindustrial zones and
investment attraction, transportation, human resesjrand quality of life.

Industrial zones could be a torn in an eye to mahgbitants living nearby,
especially when they are unused or decays, butdyot@n deny their importance for
everybody and the effort to their preservation,aliewment, or coming of age is more
than recognizable in recent years.



Souhrn

Tato bakalska prace se zabyvéipnyslovymi zénami \Ceské
Republice, jejich vznikem, gtem, umisinim, problémy a moznostmi
investinich pobidek a jinych forem podporipryslu. Definuje terminy
pramyslova zona, brownfield a inve&ti pobidka, u které popisuje jeji druhy v
Ceské republice. Dale jsou popsany programy na podmémyslu, pod
kterymi Ize pozadat offsluSnou pomoc (grant, finémi pomoc neboievod
uzemi), podminky, které musi zadatehsphat, proces, kterym se udileni
investiénich pobidekidi a druhy pobidek. Nasledujést o investinich
moznostech ¥eské Republice, ktera zahrnuje 8t popis situace ¢eské
republice, PEST analyatieské republiky a detaijsi pohled ¥nuje iznym
odwetvim primyslu, kde se moznosti investic naskytaji.

V praktickécasti se prace zaftuje na charakteristiku #ta Kladna (rozloha,
pocet obyvatel, zakladni makroekonomické UdajetsSicast je ¥novana slavne
historii pimyslu, ktera sestavala &by uhli a pimyslové vyroby. V ny§Si dok& se
v Kladre nachazi d¥ velké pamyslové zény a browfieldy v podélmevyuzivanych
¢ernouhelnych dal Tuto situaci se snazi 2mit samo nisto ve spolupraci s
agenturou Czechlinvest.

Kapitola SWOT analyza pojednava o silnych a slatstcankach, moznostech
a hrozbach rsta Kladna z hlediska jpmyslovych z6n aiflakani investai, dopravy,
lidskych zdrofi a kvality EZného Zivota.

Primyslové zony mohou byt trnem v oku velkémutpicobyvatel, zvliast pri
jejich nevyuziti a chatrani, ale nikdo né&re pogit jejich dilezitost pro vSechny a
snaha na jejich udrZeni, zvelebeni nebo znovuobmgee poslednich letech vice nez
znatelna.
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1. Introduction

Industrial zones are usually very large, ugly amamected with a certain rate
of pollution and noise in their surroundings, daethtandscape, brownfields
emergence, and destroyed communications. But,eottier hand, they are very
important for countries, towns and even for peogh® do not like them. In the Czech
Republic, the state economy is based on manufagtysroduction, and connected
services. The importance of those areas has beegmsed by the Ministry of
Industry and Trade.

Since 1998, Czechinvest has operated in the Czephl#fic in order to
improve competitiveness. It provides informatiomatindustrial zones in the Czech
Republic, about the Czech Republic itself, findsteots, and tries to attract foreign
investors.

After joining the European Union, we have got asdests structural funds
and money from this source became a big part afstment incentives. The Czech
Republic has a good and well-developed investmer@ntives scheme, according to
which the money is allocated.

The foreign direct investors can invest into a clatgly newly developed
industrial zone or into a used industrial zone, ighmuildings already exist but usually
ecological burdens are there as well. Brownfieddsyised and abandoned industrial
areas are called, represent higher initial investraad also higher potential due to
theirs placement and developed infrastructure. Thainly arose after the fall of
communist regime, because they had created hugstiral zones which were

inconvenient and untenable in the long run.



2. Objectives of Thesis and Methodology

The first objective of this thesis is to bring @doshe situation of industrial
zones in the Czech Republic, the situation conngrhrownfields and their
reconstruction, and the function of Czechinvest.

The second objective is to gather and to summarfeemation about
investment incentives, about the procedure whelyaeggpfor them, the type of
investment incentives, the programmes under whiishgossible to get investment
incentives, and about condition under which a sapgport can be obtained.

The third objective is to sum up the situationnofustrial zones and
brownfields in Kladno and its surroundings. | algould like to find out the
attractiveness of Kladno for investors.

The methodology used is gathering useful inforaratrom the internet,
mainly obtained from web sites of Czechinvest,Nheistry of Industry and Trade,
and the Czech Statistical Office. Other informattame up from my own experiences
and observation of the industrial zones in Kladram Kladno inhabitants’ narratives

and from searching databases.



3. Literature Overview

3.1. Key and Important Words Characteristics

Industrial zones

Industrial zones, according to Czechinvest, areddfas: “self-contained
complex of compact general-purpose buildings whiehappropriate for light
industry and hygienically unexceptionable manufactuwith solved transportation

and a big portion of greenery between individualdings™

. Another possible
definition is, that: “An industrial zone is a selfntained complex of industry and
services with many integrated professionals fumsti& | would prefer the second
definition because the first one contains the phdut greenery and it is not always

true that individual buildings are in the middlegréss.

Strategic industrial zones

“Strategic industrial zones are industrial zonegecmg a minimum of 200
hectares or at least 100 hectares when the zomaibuilt-up unused area. These
zones are prepared for serious and important iokeghat undertake to implement
significant investment and create a certain nurobgbs.” Strategic industrial zones
and investment incentives are important instrumantattracting investors

(especially from the area of advanced industrightelogies).

Brownfields

Next term, which is connected with industrial zgrisprownfields.
“Brownfield is any disused industrial, agriculturadilitary and mining site that is
gradually deteriorating and is often ecologicallydened.* From another point of
view, brownfields are defined as: “completely ortlygabandoned or minimally used

areas inside urbanised regions”

! http://www.prumyslove-zony.cz/blog/prumyslove-zeB§ [2008-12-28]

2 http://www.prumyslove-zony.cz/blog/prumyslove-zeb§ [2008-12-28]

® http://www.czechinvest.org/en/strategic-infrastase-projects [2008-12-28]

* http://www.czechinvest.org/en/czech-republic-seefy-to-resurrect-old-industrial-sites[2008-12-28]
® http://www.brownfieldsinfo.cz/souvisejici-clankj2008-12-28]



Czechinvest

“Czechlnvest is the investment and business dewsop agency of the Czech
Republic whose services and development prograncorgsibute to attracting

foreign investment and to developing Czech comsafiie

Investment incentives

Investment incentives could be defined as: “finahar non-financial support
designed to promote investment, employment, proghiciand various other
aspects”, or as: “financial or non-financial support to encage investment and
promote the inflow of foreign capital and techngfbgGovernment schemes aimed
at stimulating private sector interest in specitigaes of capital expenditure, or
investment in areas of high unemployment or bacéiness. These incentives may
take the form of direct subsidies (investment ghat corporate income tax credits

(investment credit) that compensates the investortheir capital costs.”

Investment

“According to economic theories, investment is dedi as the per-unit
production of goods, which have not been consutmetwill however, be used for
the purpose of future production. According to bess management theories,
investment refers to tangible assets like machiaed/equipments and buildings and
intangible assets like copyrights or patents armtlgdll. In finance, investment refers
to the purchasing of securities or other finanagdets from the capital market. It also
means buying money market or real properties wgh market liquidity. According
to personal finance theories, an investment isntipeementation of money for buying
shares, mutual funds or assets with capital rigkofding to real estate theories,
investment referred to as money utilized for buypngperty for the purpose of

ownership or leasing’”

® http://www.czechinvest.org/en [2008-12-28]

’ http://www.nasarawastate.org/incentives.htm [200828]

8 http://www.businessdictionary.com/definition/int@ent-incentives.html [2008-12-31]
® http://finance.mapsofworld.com/investment/ [200820]



Foreign Direct Investment (FDI)

“FDI refers to an investment made to acquire lgstitterest in enterprises
operating outside of the economy of the investarther, in cases of FDI, the
investor’s purpose is to gain an effective voicéhia management of the enterprid®.”
“FDI represents the possession of assets by arygfocompany. The assets

may be any company, factory, mines and many mdre.”

Small and Medium-Sized Enterprises (SMES)

SMEs are all micro, small, and medium sized eniseprwhich have less than
250 employees, an annual return not exceeding BURilion, and an annual

balance sheet not exceeding EUR 43 milfion.

3.2. Industrial Zones and Brownfields

Industrial zones are very important areas for ecenyntry, town and even
persons living there. They are usually connectet aihigh rate of pollution,
damaged landscape and destroyed communicatiothdse disadvantages go hand in
hand with great advantages — job opportunities, Im@siness, inflow of investment.
Because of the possibility of job opportunitiegjustrial zones spread through whole
countries and are usually located near workforcerasources. It means that the town
periphery or a space between two towns is ordintlré place, where industrial zones
emerge. This place also has to have good conndcti@sources and developed
infrastructure.

Nobody knows the precise number of industrial zangse Czech Republic,
because there is no limitation of area in definisio

Disused industrial zones results in brownfieldsefBhare many of them in the
Czech Republic. It was caused by a centrally pldre@nomy of communism reign
and their passion for megalomania. Industrial zdorezsame extensive areas with

wasteful management and after the revolution 0188y changes happened. Before

10 http://www.unctad.org/Templates/Page.asp?intlten8D46&lang=1 [2008-12-29]
M http://finance.mapsofworld.com/investment/foreijrect.html [2008-12-29]
12 Tomsik K., Business Economics, 2008



the revolution, there was not any private enteepiimit then the state economy was
converted into the market relations and an avakociprivatizations could begin.
Some of them were successful but big portion ofrtineas not. The industrial zones
with unsuccessful privatization became bankruptwearkers had to be released
which resulted in high unemployment in those regidrhis was not good for a state
economy and in order to make the situation bedtstate agency Czechlnvest was

established.

3.3. Czechlnvest

3.3.1. Czechlnvest — History, Mission, Values

Czechlnvest is the Czech agency for foreign investrwhich was established
by the Ministry of Industry and Trade of the Czé&upublic. Its main mission is to
improve the competitiveness of the Czech economy global scale. It tries to fulfil
this mission by promoting foreign direct investmant the implementation of
programmes which are focused on development amdsolidating the
competitiveness of companies, human resourceghanuusiness environment in the
Czech Republic. The agency has also its valuesnidie of them is the development
of the Czech economy which is the purpose of ite&kwbhe others are: customer
satisfaction, which is considered as a yardstiggesformance, its team, the key to
success, and innovation, the way to develop.

Firstly, it offered clients comprehensive servi@@sormation, consulting,
finding contacts) to help investors to run prodmetprojects in the Czech Republic.
As the agency has become more experienced, theyageradened its scope of
activities and has transformed into a developmgahay supporting the restructuring
of industry.

On 2 January 2004, the Business and Investmenti@@went Agency
Czechlnvest was created by a merge with two otpen@es — Business Development
Agency and Czechindustry.



3.3.2. Organisational Structure of Czechinvest

Czechlinvest operates under the Ministry of Induatrg Trade of the Czech
Republic. The connection between Czechinvest amdniihistry is provided by the
Deputy of the Ministry of Industry and Trade and tbhief Executive Officer (CEO)
of Czechlinvest. Czechinvest has also a Secretdribe CEO, a Deputy CEO and an
Internal Audit Department.

It has five divisions: Regions Division, StructuFalnds Division, Investments
Divisions, Finance Section and Internal ServicetiSecThe most important for the
development of industrial zones and for regeneanatidorownfields is the Division of
Investments, which is consequently divided intop@#ment of Investment Project
Planning, Investment Project Management Departni@apartment of Investment
Project Support and Industrial Zone Coordinatiop&énent. In association with the
competent state administration authorities, theleshovestment Incentives
Department seeks to improve the investment incestseheme and to define efficient
support for strategic services and technology esntr

Another part is a Steering Committee, which is @visory body of the
agency’s CEO and is chaired by the First Deputyistén of Industry and Trade. The
main task is to cultivate conditions conductivette fulfilment of Czechinvest’s
mission, to assist the agency’s activities in ttape of its competence and to put
forward recommendations on how to make the agerapesation more effective.

In 1994, a network of international offices waslbup and recently
Czechlnvest has offices in London, Paris, Chicagd&kohama, Cologne, Munich,
Hong Kong and Brussels, where are two (one for Berend the second one for
European Affairs).

There are also 13 regional offices in the CzechuRkpat the regional level
(i.e. NUTS Ill). They serve entrepreneurs as cearfive basic information and

consulting on state and EU business support pragesmn manufacturing.

10



3.4. Investment Incentives

3.4.1. Investment Incentives Development

“The Investment Incentive Act governs general cbods for providing
investment incentives, a procedure of investmergntives providing and a
connected performance of state administration thighpurpose of supporting
economic development and creating job opportunitieke Czech Republic*®

The process of support for investments was stényetie passing of
Resolution of the Government of the Czech Repudi298 on proposed investment
incentives for investors in the Czech Republic998. Thanks to this, basic
conditions for investors were created.

“Applicants were required to make a greenfield stugent of at least USD 25
million. This limit was lowered to USD 10 millionylthe follow-up Government
Resolution No 844/98 so that top major Czech irorestould also benefit from
investment incentives:*

On 1 May 2000, the Incentive Investment Act (Act R&2000 Sb) entered
into force. This was the most important turningmpan business conditions and in the
investment environment and the Czech Republic bedamfirst state in Central and
Eastern Europe that has investment incentive scleanb@died in its legislation.
“Investment incentives were a form of State aid asduch were also governed by
Act No 59/2000 on State aid, under which the Offarethe Protection of
Competition granted exemptions from the ban oneStat.”™ The Act No 72/2000
was amended by Act No 453/2001, effective as afé8tuary 2002. Than, the
investment incentive scheme was extended by GowvarhResolution No 573 of 5
June 2002 in order to include strategic servicestachnology centres. The main aim
of this was to let companies concentrate on th@e business.

After joining the EU, the Czech Republic had to maat an access to the
financial resources of EU Structural Funds for bess and to harmonize the

investment incentives scheme. Due to that, a faldarinvestment climate and

13 Act No. 72/2000 Coll. [online] [2008-12-31]
http://portal.gov.cz/wps/portal/_s.155/701?numb&2%42F2000&number2=&name==&text=
4 http://www.mpo.cz/dokument12478-stranal.html [202831]

15 http://www.mpo.cz/dokument12478-stranal.html [202831]
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professionalism of the individual agencies wouldelzen more important. In 2003,
the “Euro-amendment” to the Investment Incentives o 19/2004 Coll. was
prepared. By this amendment, the institutional &rework for granting investment
incentives was changed and since that, the Mingdtigdustry and Trade shall
determine the state aid intensity in collaboratietih the Anti-Monopoly Office.
Other changes were: to shorten the approval prptestate the permissible aid
intensity and the sectors eligible for such aidigduce the minimum amount of
investment; and to extend the tax relief periodclmmpanies that are expanding or
modernising their production capacity.

3.4.2. Investment Incentives Conditions

“The system of investment incentives is regulatgd\bt No 19/2004,
amending Act No 72/2000 on investment incentivesamending certain laws (the
Investment Incentives Act), as amended, and soher taws. (Available in the

Collection of Laws).

Investment incentivesre:

corporation tax concessiongor 10 years for newly established or existing
corporations;

transfers of infrastructured land at preferential prices,

job creation grants (up to 200,000 CZK per employee);

training and retraining grants (up to 35% of training costs);

transfers of land classified in the Land Registry as agriculturaldander special
provisions, and transfers of other types of land, at pricgeminined according to
special provisions effective as of the day whenttaesfer agreement is signed.
Special laws restricting transfers of land ownedhsy/Czech Republic are not
affected by this.

Conditions for granting an investment incentive

Theinvestmentmust be mads a manufacturing sector, either one of the High-
Tech sectors listed in the Act or another manufaogusector, provided at least 50%
of the price of the production line comprises cégtacquire machinery feature in the

government-approved list of High-Tech machinery.

12



2)

3)

4)

5)

6)

The investor must go inteew production, expand existing production, or

modernizeit to make significant changes to a product odpmtion process.

The investor mushvest at least 200 million CZK(before the amendment 350
million CZK). In areas where unemployment is aste2b6% higher than the average
unemployment rate in the Czech Republic, this limreduced to 150 million CZK,
and in areas where unemployment is at least 50#ehifpan the average
unemployment rate in the Czech Republic the investriimit is lowered to 100
million CZK.

An investment amounting at least 100 million CZkef@re the amendment 145
million CZK), or 50 million CZK if the investmensilocated in a region with high

unemployment, must be financed from the invest@$®urces.

The investor must acquire machinery listed in Cliep84, 85 and 90 of the Customs
Tariff worth at least 40% of the total value of tiaagible and intangible fixed assets

acquired.

The proposed production must comply with all Czlegfislative requirements on

environmental protection-®

3.4.3. Procedure When Applying for Investment Incetives

“Investor (Applicant) presents Czechinvest (Deparitrof Investment
Incentives) with a plan for investment incentiwejch must contain all the relevant
particulars (the company may begin investing akhefsubmission date). Czechinvest
prepares an expert opinion on the applicant’s itnwest project and passes it on to
the Ministry of Industry and Trade.

Ministry of Industry and Trade (Department of Inreent Support) assesses
the plan in cooperation with other central instgos:

Ministry of Finance (Department of Enterprise Suppib an application is submitted

for a tax concession;

Ministry of Labour and Social Affairs (Departmerittbe Labour Market) if an
application is submitted for a job creation grantraining and retraining grant;

Ministry of the Environment (Department of Straeg)i

18 http://www.mpo.cz/dokument12478-strana2.html [202831]
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in cooperation with the Office for the ProtectidnGompetition (Department of State

Aid), it sets the maximum amount of State aid.

Investor (Prospective) applies for a pledge of gtweent incentives through
the agency Czechinvest; Czechinvest forwards fipéication to the Ministry of
Industry and Trade; the Ministry of Industry ancde issues a decision to grant
investment incentives.

Investor (Prospective) signs a grant agreement thétMinistry of Labour and
Social Affairs; the Ministry of Labour and Sociafféirs remits funds to the investor’s
account in accordance with the terms of the agreeme
On fulfilment of the legal criteria the investméntentives can be applied”

The State started to systematically support thatcoction and development
of industrial zones in the second half of the 19%isce that, many programmes have

been introduced.

3.4.4. Types of Investment Incentives

The National Investment Incentives Scheme detersriimee types of
investment incentives:
tax incentive,
job creation and training grants, and
site support.

“The tax incentive has two forms. If a new company (legal entity) is
established for the investment project, the newpz=mg is eligible for corporate tax
relief for up to ten years. If the investment isd@as an expansion or modernization
project within an existing Czech company (legaitghtthe company is eligible for
partial tax relief for up to 10 years. The taxetls terminated when the company has
exceeded the maximum level of eligible state asge-the section on compatibility of
incentives with the European Union regulatiofs.”

“The size of thgob creation grant depends on the unemployment rate in the
district where the investment is made, and ranges Zero in areas with

unemployment below the national average to a maxiratiCZK 200,000 per

7 http://www.mpo.cz/dokument12478-strana3.html [202831]
18 http://www.businessinfo.cz/en/section/investmerentives/1001090/ [2009-02-11]
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employee in districts with unemployment more th@#cshigher than the average. The
same applies to training and retraining grantscitvinange from zero to maximum of
35% of total training and retraining costs.”

“The site support incentiveis available on a national basis subject to
availability of suitable sites, and the site shdutdselected before the application for
investment incentives is submitted. The incentsvgranted by the government to the
municipality and/or the private developer in thenicof subsidies for development of
site infrastructure and the transfer of land fraatesownership to the municipality at
an advantageous pric&”

Among these types of incentives, there exist albsigies which are assumed
to strengthen the Czech Republic’s position inGleatral European region. There are
mainly two types:
subsidy for business activity, and

subsidy for training and re-training.

3.4.5. Supportive Programme for Industrial Zones Deelopment
The Supportive Programme for Industrial Zones Dagwelent with special
emphasis on preparing strategic industrial zonesaparoved by the Government in

1998. It consisted of four sub-programmes:

0] Preparation of Industrial Zones
o] Regeneration of Industrial Zones
o] Construction and Reconstruction of Lease Facil{feeduction halls and

buildings for business support services and tedgyotentres)
o] Accreditation of Industrial Zones

Under this programme, a region or municipality meguest to transfer land
owned by the State or administered by the Land Fedilde Czech Republic under

favourable conditions.

19 http://www.businessinfo.cz/en/section/investmerentives/1001090/ [2009-02-11]
20 http://www.businessinfo.cz/en/section/investmertentives/1001090/ [2009-02-11]
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The support provided by this program is

in a form of agrant to prepare new industrial zones, regeneratiompgired zones

and development of already existing industrial zone

provided in the form ofransfer of land from the Land Fund of the Czech Republic

under favourable conditions,

provision offunds to acquire equipment, training and accreditatibmaustrial zone

managers.

The main aims of the programme are: to preparedhditions to develop
investment projects in the processing industryjri®ss support services and
technology centres; to contribute to the restruictuof industry by opening modern
production plants with low raw material and enedgpendence, high added value and
large export potential; and to create the conditifmm new job creation.

One of the priorities from the outset of the prognae was to support
construction of strategic industrial zones, whidswnanaged (e.g. Kolin — Gary,
Brno —Cernovicka terasa, HoleSov, Mo3nov, NoSovice, Zat&dangle, Most —
Havrai, Solnice - Kvasiny).

In April 2003, the programme was updated for theopse of increasing
involvement of the private sector in industrial e@reparation due to that the
developer (= a company whose major activity is gtweent into construction real
estate operations) was able to get support undesaime conditions as organisations
in the public sector.

3.4.6. Operational Programmes

The first period when Czechinvest assisted Czeatpamies in obtaining
financing from the European Union structural fum@s between 2004 and 2006. The
funds were the European Regional Development Foddlee European Social Fund.

Operational Programme Industry and Enterpriseswas intended to support
small and medium-sized enterprises and was foamséke support of: “building and
development of industrial research and developnmératstructure and supporting its

linking to the tertiary sector, business real estatraining centres for professional

16



education, development of the production base @illsand medium-sized enterprises,

usage of the non-traditional energy sources bylsmal medium-sized enterprisés”

Operational Programme Industry and Enterprisesanoedl 12 programmes

Prosperity (its aim was to support infrastructure for indistresearch and
development, innovation, and the improvement ofaiimaronment for technology
oriented companies with special attention to thaldishment and development of
business incubators and science and technologgpark

Real Estates(its aim is to support municipalities, associasiarf local authorities,
regions, development companies, and SMEs in mqaleafuction operations via the
construction of essential infrastructure or theereggation of brownfields and

construction on greenfields);

Training Centres (its aim is to improve conditions in the individwagions for
human resources development by supplying the iméretsire needed for the training
and education of workers at various levels of gmisee management that will help
them to acquire new key skills);

Clusters (its aim is to initiate infrastructure for entgighich group together in order
to generate the competitiveness they need in tine &b a cluster);

Marketing Programme (the programme was valid for the 2004 — 2006 pkaid its
aim was to promote the competitiveness of SMEs fiteenCzech Republic on foreign

markets);

Start (its aim was to facilitate the implementation loé¢ tbusiness plans of citizens
who had started up business for the first time loo were entering into business after
a longer interval by providing support in the foofinterest — free loans, but the

receipt of application was closed on 1 October 2006

Credit (its aim is to facilitate — through soft investrhéans — the implementation of
development business projects by small young ensery for whom their lower
capital base or limited opportunity of providingaaty for credit is a barrier
hampering the acquisition of external financing);

2 http://www.mpo.cz/dokument13816.html [2008-12-31]
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Development(its aim was to support the development of the petitiveness of
SMEs in their growth phase, but due to insufficiemds in 2006, the programme is

not and will not be reopened);

Innovation | (its aim was to support innovation of productsy®es and processes,

but the receipt of applications was closed on Joet 2006);

Innovation Il (the programme was focused on the support of dpuatnt of
entrepreneurial projects by implementing technilmabvation in the area of industry

and industrial services, but applications were piszkonly from 3 to 28 April 2006);

Energy Savings(its aim is to contribute to reduce energy consiimngn the Czech

industry by providing a financial assistance torggeeduction investment projects);

Renewable Sources of Energgits aim was to support projects for the generatib
heat and electricity form renewable energy sourgesit was closed on 1 October
2006).

TheOperational Programme Enterprise and Innovationhas been prepared
by the Ministry of Industry and Trade for the peri@007 — 2013 and was approved
on 15 November 2006. “The global objective of thee€ational Programme
Enterprise and Innovation (OPEI) is by the enchefggrogramming period to increase
the competitiveness of the Czech economy and ineginovational performance of
the sector of industry and services closer toekiellof leading industrial European
countries. The OPEI is aimed at increasing the agitiyveness of the industry and
enterprise, keeping the attractiveness of the CRaglublic, its regions and cities for
investors, supporting innovations, speeding uprti@ementation of the R&D results
into the production sector namely due to the statioh of the demand for the R&D
results and commercialisation of the results, suppgpthe entrepreneurial spirit and
economic growth based on knowledge, increasingisieeof new technologies,
innovative products and ICF*

6 programmes, which started in the first periodjeheontinued also under the
OPEI. The continuous programmes are: Start, Dewadop, Innovation, Prosperity,

2 http://www.mpo.cz/dokument24442.html [2009-01-11]
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Real Estates and Training Centres, but all have timited call for proposals. Other
programmes are:

Progress(programme should enable the realisation of laegérepreneurial projects
for the development of SMEs with a lower capitathkground or with limited
possibilities of obtaining a loan representing aibain the access to external

financing);

Guarantee (its aim is to facilitate the realisation of emtreneurial projects of SMEs
focused on investments and increasing competitssemethe form of guarantees and

soft guarantees with financial contributions);

ICT and Strategic Services, ICT in Enterpriseg(their aim is to improve information

and communication technologies, they were partialtprporated already into OPEI);
Eco-Energy (renamed programme Energy Savings continues airts;,

Potential (it is focused particularly on strengthening reskaapacities in the SMEs
already engaged in research and development atiteaeepening of collaboration

of SMEs with research and development institutipns)

Cooperation (this programme is a successor of the Clusterrprome, but dealing

also with technological platforms); and

Advisory services(its aim is to provide information).

3.5. Investment Opportunities

3.5.1. Investment Climate in the Czech Republic

If investors (foreign or domestic) want to put thavestment in any project,
they are very careful about their money and wakhtmw the probability of returning
the investment, the profit they make by investmg iindividual projects, and risk
connected with this action of providing capital.drder to know all these information,
they are interested in investment climate of atividdal region (town, region,
country). Because of that, many analysis like SW&Dalysis, PEST (or PESTLE)
analysis, socio-economic analysis, geographicalqmditions and infrastructure
analysis are done. We can say that each analysisildbes advantages and

disadvantages of a phenomenon but from differergpeetives. SWOT analysis
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evaluates the Strengths, Weaknesses, OpporturtidsThreats of an individual
project, action, state in order to ease decisiokimggprocess. PEST analysis has
many modifications according to the use but the@ cemains unchanged. The
analysis describes Political, Economic, Social, &adhnological factors of a region,
which is examined.

The investment climate of particular regions andr® in individual countries
are influenced by a national foreign and econormoip of the country. In order to
inform you about the climate of the Czech Republicich will be useful even for the
case study of Kladno in the second part of theishésan briefly introduce the Czech
Republic.

3.5.2. PEST Analysis of the Czech Republic

The Czech Republic is placed in the middle of theoge with total are of
78,865 square kilometres and the population oved dfillion. Czech is an official
language in this landlocked country with a captgf Prague. Climate is mild

continental.

Political factors

The Czech Republic is a parliamentary democracly separate legislative,
executive, and judicial powers. The Parliamentthamschambers — the Chamber of
Deputies with 200 seats and the Senate with 8%.sEa¢ country is a member of
many international organisations such as the Wbrddle Organisation, the
International Monetary Fund, the North Atlantic &g Organisation, the European
Bank for Reconstruction and Development, and eaflg¢he European Union. On 21
December 2007, the Czech Republic became and ahteant of the Schengen are,
which provides perfect conditions to make full o$¢he county’s ideal geographical
location.

“Under the Czech law foreign and domestic entiéiestreated identically in
all areas, from protection of property rights tedéatment incentives®™

Among others, the Czech Republic is also a memibredMultilateral

Investment Guarantee Agency, which is “an inteorati organisation for protection

2 http://www.businessinfo.cz/en/section/investmdithate/1001089/ [2009-02-11]
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of investment belonging to the World Bank-IMF grétfp It means that the Czech
Republic has signed many bilateral internatioredties with countries and due to that
their foreign investments are supported and prete@n international investment
risk evaluation is also very good.

The economic policy is consistent and predictabbt @irrency stability has
been maintained by a strong and independent Cé3drat since 1991. The Czech

crown is fully convertible.

Economic factors

The Gross Domestic Product (GDP) is increasingesirg®5. In 2007 it was 3,530
billion CZK in current prices. GDP per capita is@still increasing and reached
341,959 CZK in current prices in 2007. Registeredmiployment rate was 6.6% in
average in 2007 and decreased from 10.2% since Riftation during 2003 — 2006
was under 2.8% in the year-on-year comparisonirb2007 grew to 5.4%, in the first
quarter of 2008 was 5.0% and reached 5.9% in Jara@&9. State debt represented
25.1% of GDP in 2007 and since 2003 was increadimgst at constant rate.
Exchange rates of koruna to euro and dollar actuating, but on the base of year
average they are decreasing (euro fell from 3In2DD4 to 27.60 in 2007 and in
February 2009 was 28.81, dollar constantly felhfr38.23 in 2003 to 20.3 in 2007
and in February 2009 was 22.88).

Export and import are almost equal (export usuglitghtly exceeds import).
Trade balance of the Czech Republic is usuallytpesiThe main export partners of
the country are: Germany, Slovakia, Austria, Italyd France. Apart from Austria, all
countries are also main import partners.

The country is very successful in acquiring foredfijrect investment and
grants from structural funds of EU. “Measured qrea-capita basis the Czech
Republic has become by far the most successfultgoimattracting FDI in Central
Europe in recent years. According to recent es@g)dtom 3 to 5 billion dollars on

average should annually flow into our country ufilihe year 20102

2 http://www.businessinfo.cz/en/section/investmdithate/1001089/ [2009-02-11]
% CzechlInvest, Investment climate.pdf
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The tax system of the Czech Republic is similahtother EU countries. The
personal income tax has rate of 15% and the rateofporate income tax is 21% (but
for investment companies and investment and perisiois are the rates lower). The

rate of value added tax is 19% (reduced 9%).

Social factors

The population of the Czech Republic remains almosstant (10,446,157 as of 30
September 2038). More than 71% of the population is between B&-years, the

rest is almost evenly spread between the age gafups 14 years and older than 64
years. The life expectancy among total populatsona.73 years, but it is higher
among females (79.9 years) and lower among maBs {&ars). The natural increase
was negative between 1994 and 2005, but it isigesince 2006. In recent years, we
can notice that the number of immigrants highlyesds the number of emigrants,
which very significantly raises the total increaSkere are more than 50,000
marriages each year (except 2003) and divorceotfath under 30,000.

The structure of population is almost equally déddnto males and females.
The average age is 48 years. The number of singlesnexceeds the number of single
females by 400,000, but also more males are matieatdfemales. The number of
divorced females is about 100,000 higher than désnand the number of widowed
females exceeds the number of widowed males by thare500,0006’

Since 2012, the official working age will be 15¥&ars for men and women
without any child. The number of economically aetpopulation still grows and the
percentage of people working past retirement ageisng the highest in the world.

Education system is divided into 3 levels — basécondary, tertiary. 9-year
school attendance on the basic level is compulgdmgost 12% of population has
tertiary education. More than 94% of population @eech (Czech 81.1%, Moravian
13.2%, Silesian 0.4%). Roman Catholic is the rehgivhich is confessed by 39% of
the Czech population, but the same portion is ssmed by atheists and non-

believers?®

2 http://www.czso.cz/eng/csu.nsflinformace/aobyl1BLdoc [2009-02-23]
27 http://www.czso.cz/csu/2008edicniplan.nsf/t/2D0D@8A/$File/400308004. pdf [2009-02-23]
28 http://www.businessinfo.cz/en/section/basic-dd181061/ [2009-02-23]
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Technological factors

Long tradition of the Czech industry and Czech mécdl universities are core
advantages of the Czech Republic concerning teogiwall factors. More than 38%
of the Czech population is educated in engineenmapufacturing and construction
(and more than one fourth has tertiary educationjonnection with investment
incentives and very good attitude to foreign diragestments, the Czech Republic is
one of the most favourable countries for investrsient

But not only place to run your business is progitg the Czech government.
There are also Strategic Services and TechnoloGieatres, which are designed in
order to strengthen the Czech Republic’s positoarainformation and technology
hub in the Central European region. The servicaieg are supported in fields like
shared services, software development, exportiealédr information and
telecommunication technologies, and high-tech re@m the other hand, technology
centres are focused on innovation activities thatcésely related to manufacturing.

Summary of PEST analysis

The Czech Republic is one of the most highly-dgvetbpost-communist countries
with many advantages. After joining the Europearmodrfl May 2004), the country
profit from the cooperation of EU members and the$ructural Funds and since 21
December 2007, when the Czech Republic becamed afghe Schengen area, it
benefits from its advantageous location in thereeot Europe. A stable economic
and political environment, educated workforce, dadeloped infrastructure are core
factors which are vital for attracting foreign diténvestment. Among these facts, a
highly skilled labour force, favourable costs amitg stability, a safe investment
environment with a codified system of investmereimtives, a highly developed
property market, a responsible attitude and apjprogaovernment, mentality,
culture and attitude close to western countried,astrong focus on research and

development also speak in a favour of the CzecluBlap
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3.5.3. Investment Opportunities in the Czech Repuld

Thanks to its advantageous location, stable ecanperformance, educated
workforce, competitive infrastructure, investmamtantives, supplier base and
developed real estate market, the Czech Repuldenhe one of the most successful
transition economies in terms of attracting foredgect investment. An Economist
Intelligence Unit study says that: “the Czech Réjgispotential stems from a
combination of relatively low labour costs, anattive regulatory environment, and
close proximity to Western Europe, with which g@khares close cultural and
historical ties. The country’s relatively well-ecied workforce broadens its
attractiveness as an off-shoring location beyownddlof regional competitors such as
Poland and Slovakig®

Since 1990, a large amount of foreign direct investt has flown into the
Czech Republic and this amount became even hidgtegrl®98, when the investment
incentives were introduced, and after 2004, whercthuntry became a member of the
European Union. Investors are attracted from alhtwes no matter in which sector
do they invest and without any restriction on tneel of investment or ownership.
The location in Central Europe enables exceptianeéss to other European markets,
which is also supported by skilled and disciplit&zech workforce.

There are many investment opportunities in the B&sepublic and for better
understanding; they could be divided into sepdralés:
Real Estate Investments,
Joint Ventures, Long-term Cooperation and Suppliers
Acquisition of Private Companies, and
Investment Opportunities in Specific Sectors.

3.5.3.1. Real Estate Investment
The Czech property market is growing as well asitreand for office and

industrial and residential spaces. This area hasy/nmaestment opportunities which
are promoted by CzechInvest which also provideanioml aid and consulting
services for developers and investors. The mainsas put on industrial properties
and facilities suitable for business support sewior research and development.

29 http://www.czechinvest.org/en/it-and-software-depenent [2009-02-18]
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For better orientation, Czechinvest maintain®vts national business-
properties database which includes information aboitable industrial sites and
buildings around the country that have clear titidustrial zoning permission and
developed technical infrastructure. The conditiohthe Czech Republic allow to
make good greenfield and even brownfield investmlenestors, who locate
operations in municipal industrial zones, will reeefully serviced land at favourable
prices and projects, which meet the eligibilityteria, can receive investment
incentives including tax relief, job-creation granraining grants and other forms of
aid. In the case of brownfield projects, therensopportunity to receive additional
financial assistance (particularly form EU Struaetufunds).
3.5.3.2. Joint Ventures, Long-term Cooperation an&uppliers

For them, who are considering looking for a joienature partner in the Czech
Republic, there is a possibility to accept recomadagions from Czechinvest. One of
the free of charge services is to propose suitadn@anies through its database of
manufacturing firms, in which it is possible tadil companies according to their
interest in forming a joint venture. Czechinvest e¢so offer an arrangement of
meetings with potential partners and organisationsits to their product facilities
and to arrange contacts to law offices and comguftrms that assist investors with
the actual establishment of joint ventures (maihbnks to cooperation with the
Association for Foreign Investment).

Usually, Czech partners are suitable for jointtuezs because of their
flexibility, an innovative approach, and knowledgpeecific to the local environment.
On the other hand, small and medium-sized Czecplisup are looking for stronger
partners with the aim of gaining access to distrdsunetworks, specialist knowledge,
and financial resources.

For the purpose of matching partners, a Supplereldpment Project is
implemented. It was designed to boost the numb#refgn investors that are
increasing their use of Czech-based suppliers.tAbdase of Czech companies was
developed under the project and offers informasibaut Czech suppliers interested in

long-term cooperation with foreign partners.
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3.5.3.3. Acquisition of Private Companies
This is the only field of investment where Czecldstvplays only a passive role in

identifying local companies as potential acquisitiargets. But still, it can provide
general information on the investment and busicksste. In general, the Czech
Republic offers good opportunities in either prisatl companies or start-ups
acquisition.

3.5.3.4. Investment Opportunities in Specific Sects

The areas, where it is a good opportunity to inugsire Automotive,
Aerospace, Electrical Engineering and Electrortitgh-Tech Engineering, Life
Sciences, Medical Devices, IT and Software DevelapiBusiness Support
Services, and Research and Development.

The Automotive sector is the main sector of Czech industry. tdfiés from
its technical tradition and engineering educat®ut nowadays, the sector itself and
its connected manufacturers are highly affectefifancial crisis.

The main advantage of the Czech Repubke&Esospacesector is skills of
aviation professionals employed in the sector.h&sautomotive sector, it also has a
deep-rooted aerospace tradition. Among this, therdionuses are academic
interface, certification track record, skills awduility, comparatively low overheads,
excellent infrastructure and business climate comveéuo profitability.

If automotive and aerospace sectors are basedamy aradition and highly
gualified employees, it is even truerkitectrical Engineering and Electronics This
industry is evenly spread around the country anpleys nearly 190,000 peopfe A
high level of technical education together withela@sh experience have created
productive environment for manufacturing and evarrésearch and development
activities. This branch is connected with thosel Webwn names as Honeywell and
Panasonic.

Other key sector of the Czech economy isHigh-Tech Engineering in
which Czech companies reach continuously increasangpetitiveness. It is caused
due to an ability to cover a wide range of actggtiwhich begins by construction and

design and ends by production, and to the compsaamess of products and

%0 http://www.czechinvest.org/en/electrical-enginegrand-electronics [2009-02-17]
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supplementary services. Main products of this sew® healthcare equipment, optical
equipment, and manufacture of motor vehicles. Tiuewector is divided into three
minor ones: Instrumentation, Measuring and Corquipment Devices sector with
wide variety of products that are intended for clingse or in a complete range of
applications, production lines, machines and eqaimriviachine Tools with
production of machines of almost every type and,sand Railway Industry now
connected with the extensive modernization of #ikevay corridors.

The sector oLife Sciencess well known thanks to famous and important
discoveries, such as the fourth blood type, polalgy, soft contact lenses, the anti-
AIDS drugs Vidtide and Truvada, the anti-hepatitdrBg Hepsera and the ELISA
diagnostic kit, which increases the likelihood o€sessful artificial insemination.
Several companies in the Czech Republic focus @mtenrmanagement,
decontamination, sanitation and re-cultivationaofd and water, which are important
aspects connected with brownfields revitalisatdwery important research institutes
have achieved results in the areas of immunoldwuymatology and medicinal
chemistry. Among those areas, current biotech resesfocused on genome
structure, molecular immunology and immunogenetasl, stem-cell research.

The sector oMedical Devicesis based on meeting the most demanding EU
standards and represents very profitable investogmrtunities because it is driven
by growing income, aging populations and proxiniityhe largest medical-devices
markets in Europe. The sector is supported by seiarstitutes and technical
universities, whose departments or even whole fi@sutoncentrate fully on research
and education in the field of biomedical and clatiiechnology and related areas.

Microsoft, Skype, CSC Corporation, Deutsche BorsgjHat, Sun
Microsystems, Monster Technologies, LogicaCMG arfdyis, all these companies
(or their development centres) are connected Withind Software Development
sector of the Czech Republic. Competitive costyg plaubstantial role in a location
decision process, but still skills are the crititadtor for success. The country has a
strong skills factor even due to the fact that tmed of all university graduates have a
degree in a technical field from 23 public and 8ivate universities.
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Thanks to a remarkable inflow of projects, Bigsiness Support Services
represents one of the most rapidly emerging seofdisee Czech economy. University
cities, such as, Ostrava Olomouc and Rladtract attention because of offering a
good supply of high-quality labour, while at thergatime the pressure of rival
businesses remains very low. The rule about impbltgation but critical skill factor
is applied also in this sector as well as in the/mus one. In order not to get
confused, the projects that could be classifiebusness support services are: Shared
Services Centres, Customer Contact Centres, ICEfESwlution Centres, Software
Development Centres, and High-Tech Repair Cenivietl. known names connected
with this sector are, for example, DHL, Exxon MoIGBE Money Multiservis, IBM,
Lufthansa, SAP, and TESCO Stores.

As it was mentioned several times before, skilledkfiorce is very important
factor and it is completely vital for tiiResearch and Developmengector. Czech
universities are also conscious of the importariamlaboration with the private
sector and see it as a priority. The close cooperaéietween educational institutions
and companies enables practical trainings of teehschools’ students. Nearly 50
science and technology parks, innovation centrdsasiness incubators present
high-quality infrastructure for research and depeient. The Czech government
understands that research and development prejecigery important and support
these activities with various tools, such as:
deduction of all research and development costa fion’s tax base and at the same
time include them in eligible costs;
grants from the National Research Programm,;
investment incentives to support technology cerdarescentres for industrial research
and development; and
grants provided from EU structural funds.
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4. Case Study of Kladno

4.1. Kladno

Kladno is a statutory town with almost 70,000 inkefts. It is the seat of a
district and the largest town in Central Bohemiagi&n. Its location is in the centre
of the Czech Republic near an international airpoaigue-Ruzy#(in a distance of 15
km), which is very convenient.

Among 15 elementary schools, there are 2 Gramntaods, 8 High
Technical Schools, and 3 Technical Colleges in Ktadhlso 3 Universities have their
seat in Kladno — University of Finances and Adntmaison, Central Bohemian
University Institution, and Czech Technical UnivgrgFaculty of Biomedicine
Engineering). Thanks to a good traffic connectiotihWwrague, many students
commute theré!

Structure of land types is formed mainly by ardhted, which covers more
than 43,000 ha from the total amount of 72,631Than, forests cover 14,514 ha.
Over 4,500 ha are comprised by orchards, grasslangsgardens, and vineyards.
1880 ha is built up?

Registered unemployment rate differs very signiftspamong males and
females. It is 4.71% for males, but 7.51% for fezsal So Kladno is a city with an
average or slightly better than average rate ompl@yment. It is also due to the fact,
that many people have their job in Prague.

Kladno cooperates with The Regional Developmentnsgef Central
Bohemia and with Czechinvest in order to attragegtors. Kladno has an integrated
development plan, which includes transformatiomfigurely industrial city to a new
city of services, a reconstruction of communicagiand infrastructure, and a

revitalisation of brownfields and disused sites.

31 Kladno Official Website [2009-03-08]
http://www.mestokladno.cz/EN/vismo/dokumenty2.adp®rg=100977&id=1019&p1=1011

32 Czech Statistical Office, Basic Characteristi®ddtricts — Tab. 1.1 Area — structure of land types
[2009-03-08] http://www.czso.cz/csu/2008edicniphefiengkapitola/1303-08-2007-100

¥ Czech Statistical Office, Registered UnemployniRae: males, females, [2009-03-08]
http://www.czso.cz/csu/2008edicniplan.nsf/engkdpitt803-08-2007-300
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Another development plan was introduced in 199® Thy in cooperation
with BermanGroup Company and the Regional DeveloprAgency Central
Bohemia started to implement The Strategic Plath@Economic Development in
Kladno. The document includes sets of programgragalith the transportation,
enterprise zones and investments, living standéods) image and human resources.

Kladno also joined the Local agenda 21, whichpsagect of a strategy of

sustainable growth and development in the worlkth@tocal level.

4.2. History of Industry in Kladno

In 1846, Jan Vida discovered a rich coal deposit neaimDKladno Coal-
mining Company (Kladenské kamenouhekigitstvo) was founded two years later
by the industrialist Vojich Lanna and Klein brothers. In 1854, Vojtech Ironks
(VojtéSska hd, Adalberthitte) and in 1857, Prague Ironworks Canyp(Prazsko-
Zelezdska spolénost) were established by the mentioned businesshinenfamous
Poldi Ironworks (Poldihitte) was established in 48§ the director of Prague
Ironworks Company Karel Wittgenstein. This entespnivas called after the director’s
wife Leopoldina and adopted the logo (1893) — alledaa charming woman. The
main production was focused on the world-famous-fitass alloy steel. Then the
post-war nationalization followed. Due to the mergge of nationalized subjects, the
giant Poldi SONP (Spojené ocelarny narodni podriknited Steelworks National
Company) Kladno was formed. In 1989, Poldi Kladramland Steel Works were not
successfully privatized and it bankrupted betwe@9611997 and the entire region
was deeply harmed.

Why was Poldi Kladno famous? It was because of bigddity steel which
found its utility, among others, in aeronauticsustly and automobile industry. The
first supply of aeronautics crankshafts Poldi fanid Grade (German airman and
designer) was in 1907. Already since 1903, PoldeBiorks supplied components
and forged pieces to firms Daimler and Benz. Subsetly, their cars won Grand Prix
France in 1908 and one year later, a car BlitzamBehich was constructed by using
Poldi steel, set speed record 211.51 km/h. In 1Bt4Hummelberger developed steel

which was resistant to corrosion (Poldi Aks). IrBQ9Poldi Maximum and Poldi
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Tenax steel were used for Harbour Bridge constandh Sydney. These successes
were followed by many others, but there is anotmer that is worth mentioning. In
1990, Poldi Kladno was awarded by Brussels Euréka mpedal for Poldi Atabor
steel, which served to lodgement of nuclear waste.

Another company, which has been important for Ktadmas founded in 1865
and named NKT Cables (Kablo Kladno). It focusedtord production, because local
coal mines were great customers. In 1918, the ptaduwas extended to
manufacture cable and communication networksviimes and cable systems. At
present, after a German capital entry, the compaeps its position in the market and
belongs among one of the corner-stones and sesuotiKladno industries, especially
when the quality and capacity of its productionlfaes rank among the top ones all
over Europe.

Due to centrally planned economy in the time of oamism reign, heavy
industry developed there very quickly and Kladn®wwat attractive. It changed after
1989, when the privatization got started and afterbankruptcy of the largest
enterprise in Central Bohemia (Poldi Kladno) in 89997. This situation was
followed by increasing unemployment rate from 6i5%994 to 11% in 1999.

Steps for restructuring and transformation of induand trade had to be
taken. They included e. g. foundation of The Regidevelopment Agency Central
Bohemia and supporting the representative of treckinvest in Kladno, investment
incentives in the new industrial zone Kladno-soutliestment in ecology, housing

policy, promotion of sport, and many others.

4.3. The Enterprise Zone Kladno

Kladno has two bigger industrial zones. The yourge has spread between
Kladno and Velké Rtocno since 1998. It is called The Enterprise Zonalktasouth
and its area is more than 40 hectares. The newpeiseactivities are placed there
only in accordance to the building law and the dthe environmental protection,
which is also important for future. Due to a bigoiontance of creating new job

opportunities for people who worked in Poldi Klagtize town invested into the
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infrastructure and into construction of retentiank for rain water sewerage and this
location became very attractive for both the dorestd foreign investors.

There is congenial atmosphere. New pavements, rpadang places,
buildings in many colours, even grass between sihglldings. It seems “clean” and
“fresh”. But still, it is one box building next ther one. Czechinvest mediated the
transfer of land from the National Land Fund.

The firms operating there are e.g. Dr Oetker, SHOMmMinium Czech (a
Japanese company producing air conditioning uaitgdrs), and TRANSITO
PROPERTIES Czech (Dutch company dealing with prodn@nd assembly of
electronics parts). Another firms starting theisimess in this area are Barco Group
(Belgian company dealing with electronic units @ndcessing) makes trial operation,
SAGEM construction factory of a French companynfmbile phone production and
after-sale service is placed there, and Lego (dms) built new production halls.
We can see, that this industrial zone is quickledigping and it happens mainly
thanks to the effort of the Kladno City Hall, whintanaged to attract this place for
investors mainly by creating good conditions, saslgood infrastructure in the area
of Kladno-south.

Completely different is the other industrial zoméjch history began 150
years ago. The area of more than 500 hectares aladgo (Cxin and Dubi), the
area of the old industrial zone, the place wherdKb industry began is called The
Enterprise Zone Kladno-east (sometimes The Indgugtdone Kladno-east). Due to a
restructuring and placing new enterprise activjtibe former industry presents just
10-25% of the area utilization.

The zone is full of contrast, like two completeljferent worlds. There are
three big successors of the old Poldi Kladno, neaghablished smaller companies,
and big unused manufacturing halls. It is cleat thg zone is much older and dirtier
than the Enterprise Zone Kladno-south. A toothragthas bitten to every building,
road, and pipe. Everything is covered by light taykfly ash. Big, ugly, and old
buildings are arranged in rows. Some of them altddt of noise because of not
stopping manufacturing. It is a wonder that 50 yedd machines managed to grind

with a thousandths of millimetres accuracy. Ondtier hand, the majority of halls
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keep in silent, sleep in piece. But not each ofrtielet in its calm. Some people have
stolen iron frames and a part of the hall fell dawnthem. This incident started a
debate about future utilisation of this area, bith@ut any clear solution yet.
Nowadays, forges are utilized by a German compahpI@ Stahlzentrum —
OST, Ltd., Tinec Ironworks operate in the modern metallurgamahplex Poldi in
Kladno — ¥in, Kablo Kladno has worked there successfully sineeas founded.
Due to the privatization, there appeared new indeéeet enterprise subjects, e.g.
Poldi Machine Works (Strojirny Poldi), Prvni Zeledé& spolénost Kladno, s.r.o.,
Beznoska Company (instruments of health servidd2)Jrend firm (bathroom
facilities and plastic windows), Rekol Company (eijeneration), Noval
Metallurgical firm (a rolling-mill), Bodring (logics) and many others. The major

investor in this area is an American company NRG.

4.4. Kladno and Brownfields

Because Kladno has rich industrial history, whihighly connected with
mining, there are big areas of disused industoaks and brownfields. As |
mentioned, the Enterprise Zone Kladno-east is fiteerbigger part unused. The City
tries to solve this situation and reconstructs comigations and infrastructure,
cooperates with Czechlnvest, makes many typesalysin, especially about
environmental burden.

The biggest brownfield in this region is Kladno-u#n (former coal mine
Schoeller). It spreads on the area of 19 ha. Ting ¢&vner ship is both, private and
public (Palivovy kombinat Usti, s.p., Karbonia Kiexj a.s., and Czech Union of
Gardeners). The areas for future expansion aresindbusiness, and services. There
are currently 30 structures and two former hoisshgfts in which are expected to be
covered in the future. The area is fenced and @aarthe transport infrastructure
includes an express way (R6, Praha — Karlovy Vavijch is in the distance of 6 km,
an international airport (22 km, Praha — Rugyand a railway (2 km, Kace). A
railway siding is present on site. Infrastructig@lso developed, electricity, sewage,
and drinking water (pipe diameter 110 mm) are ¢& gias (300 kPa, pipe diameter
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50 mm) 500 m from the site. Eventual limitationsutfization are two zones with

building ban and possible ecological burdens, wisdupposed to be on site.

4.5. Important Companies in Kladno

The biggest company in the District of Kladno,@ding to a number of
employees, is Celestica Czech Republic, s.r.otermse Kladno. It has 1,600
employees and is placed in the Enterprise ZoneriQlabuth. Its activity is
manufacturing and installation of telephone andplebne equipment.

The second biggest company according to a numbampfoyees is Energie —
stavebni a h#ska a.s. It deals with industrial buildings and everuses, has 900
employees and is placed on the north of Kladno.

The same number of employees has ESA s.r.o., vidighogistics company.
Its services include transportation and shippirmpdsg storage, packaging and
treatment, customs declaration and operation dfiloligion systems for dry and
chilled goods. It is placed in the Enterprise Z&tadno-south.

LEGO Production s.r.0. occupies the same industaak as ESA. It has 811
employees and focus on games, toys, and childvemieles manufacturing.

Showa Aluminium Czech, s.r.o. also occupies thepnise Zone Kladno-
south. It has 460 employees and this enterprisgsfowinly on manufacturing of
condensers for car air conditioning.

Strojirny Poldi, a.s. and Poldy Hutte s.r.0. are tiggest company occupying
the Enterprise Zone Kladno-east and have rich tyisBoth of them used to be a part
of old and famous Poldi Kladno and continue in ksdrafts and tools and rolls

manufacturing or steel production.

4.6. Czechlnvest and Kladno

Czechlinvest and the Statutory City of Kladno coafssl on many projects
that should attract foreign direct investors. Tratktheir effort, the Enterprise Zone
Kladno-south is fully engaged and the EnterpriseeZidladno-east slowly begins to

wake up from its serenity.
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Showa was the first company, which was attradtdths operated in the
Enterprise Zone Kladno-south since 1998. It prothisemake investment at least
CZK 905 mill. and to create 197 job opportuniti®se year later (in 1999), two other
companies joined Showa and placed their investmeahe same zone. Celestica
wanted to invest CZK 310 mill. and to create 708 ¢gpportunities. Barco pledged to
invest CZK 422 mill. and to create 150 job oppoities. A year after (in 2000),
Danish company Lego made its investment in thia &ve, but the company did not
want to release the amount and the intended nuailpeb opportunities was not
known as well. In 2007, Strojirny Poldi, s.r.o. ae® a joint-stock company. The
main investor is GATUFA, a.s. and place there CZ% mill., which enabled to
create 57 new job opportunities.

As you can see, Czechlinvest has been successhd District of Kladno. It
firstly focused on attracting investors to the nedustrial area and then, it has tried to

revitalise the old industrial area, but a lot dbefwill have to be done.
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5. SWOT Analysis

Is Kladno the right town for placing investment?iéd exist four key areas,

which could be limiting factors. They are:

- industrial zones and investment attraction;

- transportation;

- human resources; and

- quality of life (image).

Their influence is not equal, but only concernitigphthem, we could objectively

say, if Kladno is good for investors or not.

Strengths

Industrial zones and investment attraction

foreign investments have already occurred in theas a result of the state’s

investment incentives;
strong technical tradition and skills, and assedachools;

the headquarters of the Regional Development Agdehaywas created to

attract investment and secure funding from EUgésiled in the city;
the potential of local businesses to increase géspor
1/3 of the city is an old potentially usable indigdtzone; and

there is recreational potential on the outskirtKlaidno.

Transportation

proximity and easy access to Prague;

proximity and easy access to the internationaloairp

headquarters of at least two important speditionpamies;

location between two highways, proximity to thed@ra— Pilsen highway;

railroad system in the city that is available f@nisport needs of businesses;

and

existing plans for transport connections to thaistdal zones.
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Human resources

demand of new businesses to employ technicall{eskidbour;

cooperation of the School Authority and the LabOffice in addressing the
parents about viable professions for their children

special requalification courses offered by the LakOffice in cooperation

with the employers;
level of existing job offers for women,

relatively stabilized situation in unemploymentrfwoon trend as in the

country); and

proximity of Prague and the offer of high and dfiedition jobs.

Quality of life (image)

revitalization of the city centre has commenced,;

a reconstructed city centre with a pedestrian zone;

green space in the city;

green and wooded areas around the city offeringohential for recreation;

sufficient capacity of sport facilities in Kladnattvan established sports
company (SAMK - leisure areas of Kladno);

amateur cultural groups;

Central Bohemian Theatre scene;

State Scientific library;

Lampion Theatre;

accessibility of good quality medical services &dfo Hospital and private
facilities;

good internet promotion;

location of regional institutions (office of Czealrkst);

the city has an established position as a regioeratre; and

famous top sportsmen and sportswomen with suppmrt the public sector.
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Weaknesses

Industrial zones and investment attraction
- there is no single serviced site available for eewernal investment;
- ecologic burdens and unclear future of the old stidal zone (former SONP
site);
- lack of an environmental audit of the old indudtzi@ne area;

- no clear responsibility for the removal of envircemtal burdens existing in

the old industrial zone area;

- inadequate promotion of Kladno and its local ecoiecaevelopment

opportunities;
- inadequate quality of local workforce to accommedagh tech investment;
- nonexistent access to financing for local busiresse
- heavy traditional of local companies reliant on enamd steel mills; and
- nonexistent contact place for investors.
Transportation
- nonexistent ring road, transit transportation gbesugh the city;

- there is no sufficient space in the inner city¢co@mmodate transportation

development;

- inadequate traffic control and transportation sysie the city;

- the Physical master plan does not consider cororexto the northern
highway;

- poor state of transport planning, with inadequgstesn of internal
communications in the city;

- insufficient capacity of city’s access roads;

- nonexistent direct connection with the south-west pf Prague (Ztin);

- quality of public transportation between the Klagegion and Kladno;

- inadequate operations of the customs office leattirige slow processing of
trucks going abroad;
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- inadequate capacity of inner-city roads servinghthiesing estates okresek 0

and okrsek 2;
- security of freight on the railway;

- flexibility of the railways, with low quality serges in the national

transportation section;
- distance from the bus terminal to the railway stati
- low quality of public transportation in the citync
- poor state of side-walks that limits the movemdngexlestrians.
Human resources

- low educational level of Kladno'’s population, lowoportion of university
graduates, low qualification of the labour force;

- lack of sense for viable professions;

- lack of interest in technical fields, inadequateigh interest in managerial

professions with insufficient application potertial
- wrongly targeted demand for education;

- insufficient practical experience of graduates sctibol leavers and a lack of

interest of businesses to enable practice for stsdand apprentices;
- lack of a university in the city;
- low level of motivation in the local labour forcetthigh wage expectations;
- lack of varied job offers for women; and
- the illegal employment of foreign workers.

Quality of life (image)

nonexistent positive association with the city;
- lack of nationally important events;

- tradition of a city dependent on heavy industriep®ying an unskilled work

force;

- historically high levels of migration and employteenover;
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- lack of local identity within Kladno, low activityn cooperation with famous

people born in Kladno;

- low external promotion of the city with low awareseoutside of Kladno,
missing positive utilization of mining tradition dpromotion of historical

parts of the city;

- poor state of some sports facilities, unclear rasglity for up keeping areas

for mass sport, overuse by extensive usage;
- missing information system;

- lack of respect for the rule of lay, poor abilitiitbe municipal police to keep

order;
- illegal waste dumps on the outskirts of the city;
- environmental burdens of the old industrial zone;
- high cost of operation the theatres and cinemas; an

- insufficient parking.

Opportunities

Industrial zones and investment attraction
- creation of industrial zone in Bu$irad or any other neighbouring
municipality;
- restructuring of the steel works area;
- allocation of EU resources for addressing issugkerold industrial zone;

- inclusion on the list of damaged regions with asdesstate support, interest

state free loans;
- identification of ecologically undamaged siteshe bld industrial zone;

- start of the Environmental Audit and allocatiorregources from the EU

programmes;
- tourism development in Kladno; and

- development of the Prague Rugynternational airport, follow-up services

and their attraction to Kladno and its surroundings
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Transportation
- western ring road around Prague;
- completion of the R6 road as it connects to thelNBohemian highway;
- construction of the PRAK (Prague — Kladno) highesptain railway;
- second rail and electrification of the Prague —dKia railway connection;

- construction of high capacity garage system irctheto address steady

transportation issue;
- higher accessibility of highways;

- environmental improvements to the public transpgstem (important to

remove environmental damage caused by public toat)spnd
- creation of logistics terminal and hub for combiriethsportation.
Human resources
- the neighbouring municipalities may become residéateas for Prague.
Quiality of life (image)

- RDA as a liaison among institutions for informatiemd data interchange.

Threats

Industrial zones and investment attraction
- unaddressed old environmental burdens;

- transfer of low-skill requirement production furthie the East because of

lower labour costs; and

- lack of interest in the neighbouring municipalittesbuild industrial zones to

accommodate external investment.
Transportation

- traffic overflow in the area delineated by Miladyptdkové — Kocianova —

Americka streets;

- declining implementation of the plan to construcing road around Kladno;

and

- slow down in construction of connection roads ghispeed routes.
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Human resources

proximity to Prague and the attraction of Kladngtslifies labour force;
selective decline in birth levels and a declin&liadno’s population;

nationally insufficient supply of accessible howgibad conditions for family
start-ups;
poor balance of the state’s social support andmum wages; and

threat of migration out of the city.

Quiality of life (image)

proximity of Prague as a cultural competitor;

social scene is in decline, continuing trend ofi@oevent places to close

down; and

reduction to the levels of financing allocatedttoe support of culture.

Summary of Kladno SWOT analysis

Kladno has different kinds of problems or disadeges. But despite them, it

ranks as a city with a high growth potential, asdttractive for investment in

industrial and services sectors. The main strerths strong industrial tradition,

technical skills of labour force, and its proximityPrague.

An inability to utilize mentioned potential coul@ ldetermined as the biggest

weakness of Kladno. Other weakness is an incapatoliattract investment because

there is lack of serviced sites available to accouate incoming investment.
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6. Conclusions

The industrial zones in Kladno fulfil the main poses, to employ people and
to product many kinds of devices and other comptdy which they contribute to
the national economy.

The enterprise zone Kladno-south is quite new anas$ built with a
consideration of the building and the law of thgiesnment protection. Kladno has
been conscious of the importance of building a melustrial zone, which means
many new job opportunities. Because of that, ifpevated, financed a construction of
a needed new retention tank, and invested intasiructure.

The enterprise zone Kladno-east represents amadigirial zone which was
built during the communist regime. The huge areac@ipied by few working
companies but the majority of buildings decays isrelowly plundered. The
surroundings environment suffers from burdens loutmvironmental analysis has
been processed yet.

Many former coal mines have not been used for g tone and became
brownfields.

Kladno cooperates with Czechlnvest but the coomeratarted recently.
Outcomes could already be seen in building the inedwstrial zone and in attraction
investors to the old industrial zone. If the cotiedtion would remain at least on the
same level and if information regarding brownfietasl disused industrial areas

would be improved, Kladno has a real chance ta&ttnany investors.

43



7. Bibliography

Act No. 72/2000 Coll. [online] [2008-12-31]
http://portal.gov.cz/wps/portal/_s.155/701?numb&242F2000&number2=&name=
&text=

Brownfields Info [online]
http://www.brownfieldsinfo.cz/souvisejici-clankygif. 2008-12-28]
http://www.businessinfo.cz/en/section/basic-data1D®1/ 2009-02-23

Business Dictionary [online] [2008-12-31]
http://www.businessdictionary.com/definition/invesnt-incentives.html

Business Info [online] [2009-02-11]
http://www.businessinfo.cz/en/section/investmereintives/1001090/
http://www.businessinfo.cz/en/section/investmentiate/1001089/

BURD, M., WYPLOSZ, Ch.: Macroeconomics. A Europeext. 4" edition. Oxford
University Press 2005. ISBN 0199264961.

Czechlnvest. Annual Report. 2002 — 2008 [online]
[cit. 2008-12-28 — 2009-02-18]
http://www.czechinvest.org/en/annual-reports

Czechlnvest [online] [cit. 2008-12-28 — 2009-02-18]
www.czechinvest.org/en
http://www.czechinvest.org/en/it-and-software-depshent [cit. 2009-02-18]
http://www.czechinvest.org/en/electrical-engineg+and-electronics

[cit. 2009-02-17]

Czechlnvest. Investment Climate [online] [cit. 2003 18]
http://www.czechinvest.org/data/files/ic-en-53-ali.p

Czechlnvest. Investment Opportunities [online]
http://www.czechinvest.org/data/files/fs-01-investitropportunities-65-en.pdf

Czechlnvest. Investment Projects of Czechlnvedirjeh
http://www?2.czechinvest.org/web/pweci.nsf/pages/8EIT/BBSCEF41C1256EBDOO
4D9917?0penDocument

Czech Statistical Office [online]
http://www.czso.cz/eng/csu.nsf/informace/aoby121d68 [cit. 2009-02-23]
http://www.czso.cz/csu/2008edicniplan.nsf/t/2D002&&/$File/400308004.pdf [cit.
2009-02-23]

44



Czech Statistical Office, Basic Characteristic adtbicts — Tab. 1.1 Area — Structure
of Land Types [cit. 2009-03-08]
http://www.czso.cz/csu/2008edicniplan.nsf/engkdaitt803-08-2007-100

Czech Statistical Office, Registered UnemploymestieRmales, females.
[cit. 2009-03-08]
http://www.czso.cz/csu/2008edicniplan.nsf/engkdaitt803-08-2007-300

FRANK, R. H., BERNANKE, B. S.: Ekonomie. Praha, GafPublishing 1997. ISBN
8071694800.

HALL, R. E., TAYLOR, J. B.: Macroeconomics. 4th #dn. New York, W. W. Norton
Company 1993. ISBN 0393963071.

HELISEK, M.: Makroekonomie. Zakladni kurs. Zepracované vydani. Slany, Melandrium
2002. ISBN 8086754189.

Industrial Zones [online] [cit. 2008-12-28]
http://www.prumyslove-zony.cz/blog/prumyslove-zoby-

Investment Incentives [online] [2008-12-28]
http://www.nasarawastate.org/incentives.htm

Kladno Official Website [online] [cit. 2009-03-08]
http://www.mestokladno.cz/EN/vismo/dokumenty2.adp®@rg=100977&id=1016&p
1=1025
http://www.mestokladno.cz/EN/vismo/dokumenty2.adp®@rg=100977&id=1019&p
1=1011

Maps of World — Finance [online] [2008-12-29]
http://finance.mapsofworld.com/investment/

Ministry of Industry and Trade [online]
http://www.mpo.cz/dokument12478-stranal.html| [2208-12-31]
http://www.mpo.cz/dokument13816.html [cit. 2008-32}
http://www.mpo.cz/dokument24442 .html [cit. 2009-D1}

PAVELKA T.: Makroekonomie. Zakladni kurz. 2. vydasilany, Melandrium 2007. ISBN
9788086175522.

Profit. Number 8 (2009). Pages: 31 — 38

SAMSONOVA, L.: Mrtvé ptimyslové zony lakaji nové investice. Published in
Devitka Number 11(2002). Page: 3

SCHILLER, B. R.: Makroekonomie dnes. Brno. Compuiregss 2004. ISBN 802510169X.

45



TomSik, K. Business Economics. 2008

United Nations Conference on Trade and Developiwerine] [2008-12-29]
http://www.unctad.org/Templates/Page.asp?intlten3IDi6 &lang=1

46



8. Supplements

Map 1 - Industrial zones in Kladno
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Source: Msto Kladno (available online http://mestokladnchtml/mapa_zony.htm)
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Table 1

Major Investors in the Czech Republic

Sector Investor Country of origin
Technology Centres Panasonic Japan
Honeywell USA/Germany
Mercedes Benz Engineering Germany
Rieter Switzerland
Valeo France
Rockwell USA
Business Support Services DHL Germany
Accenture USA
IBM USA
Exxon Mobil USA
Siemens Germany
Tesco UK
Electronics Panasonic Japan
Siemens Germany
Hitachi Japan
Foxcon Taiwan
TYCO Electronics USA
Celestica Canada
High-Tech Engineering ABB Sweden and Switzatlan

Parker Hannifin

USA

Ingersoll Rand USA
Siemens Germany
Honeywell USA
Daikin Japan

Life Science & Healthcare Baxter USA
Lonza Switzerland
Arrow USA
Molnycke Sweden
Kimberly-Clark USA
Procter&Gamble USA

Automotive Volkswagen Germany
Toyota/PSA Japan/France
Robert Bosch Germany
Denso Japan
TRW Automotive USA
Hyundai Korea

Source: Czechlinvest, Investment climate.pdf (ordinailable on http://www.czechinvest.org/data/fieen-53-en.pdf)
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