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Foreword
The conference INPROFORUM is a traditional event held by the Faculty of Economics, the University of South Bohemia
in Ceské Budgjovice since 2007.

It has provided a long-term platform for academics, students, and practitioners from the field of economics, business,
and administration to share their knowledge, experience, thoughts, and opinions concerning topical issues.

The subtitle of the 16th annual international conference INPROFORUM 2022 was “Digitalization — Society and Mar-
kets, Business and Public Administration”.

As the process of digitalization and its need are omnipresent, this topic provided ample scope for discussions from
many points of view.

Robert Jeyakumar Nathan (Multimedia University, Melaka, Malaysia), Martin Volek (Volis International), Ludék
Kiihr (DIH Tourism 4.0), and Martin Pech (University of South Bohemia) opened the conference as keynote speakers.
They contributed to the discussion on digitalization in education, the secondary sector, and tourism and on the increasing
availability of data, its role, and the increasing need for data in the ongoing transformation.

Our participants submitted 41 talks that they proposed to the seven discussion forums on the following topics:
Bioeconomy, Society and Public Administration: Who is Ready for the Future?

Challenges and Opportunities for the Economy

Economics of Agriculture: Current Trends in Agribusiness

Impacts of Changes and Policies in the Fields of Finance, Accounting, and Taxation

Management of Small-and Medium-sized Enterprises at the Time of Digitalization

Mathematical-Statistical Modelling and Optimisation in Practice

Trends in Marketing, Retail, Tourism, and Services in the Context of Digitalization

The conference was closed by a workshop titled The Paths of Transformation for Tourism. It invited tourism-oriented
academics and practitioners from South Bohemia and other regions of the Czech Republic to discuss the future challenges
to tourism development relating to the overall situation and the digitalization process of the tourism sector and the related
industries.

The conference INPROFORUM 2022 has been organized under the auspices of Dagmar Skodova Parmova, Dean of
the Faculty of Economics, University of South Bohemia in Ceské Budgjovice.

We want to thank all the conference participants, the members of the conference committee, the keynote speakers,
and the organizing staff. We also would like to express our thanks to the reviewers for their valuable feedback on the
authors’ articles.

On behalf of the organizing committee

Roman Svec
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Digitalization of sales in the automotive field and changes in customer
purchasing behavior

Sandra Arbesova!, Kamil Picha®
DOI: 10.32725/978-80-7394-976-1.01

Abstract: As we all have known in recent years, digitalization is a key topic for almost all
manufacturing and trading companies. This trend was accelerated not only by the Covid-19
pandemic but also by the ever-increasing demands on the conditions and mutual interactions
of all market entities. The need to digitalize production processes, as well as offer and sales
activities towards customers, forced even a very traditional field such as automotive to
completely change the structure of its production and sales processes. And that in a very
short period of time, let's say a couple of years. Producers also had to respond to the global
and rapid development of IT by researching and developing new products. The pioneer of
digital/online selling worldwide is the used car market, but in recent years producers and
sellers have focused on new automotive products. These products, especially electric drive
technology, vehicle-connected services, autonomous driving, and car sharing, mean an
important change of customers' needs from vehicle ownership to mobility on demand. They
bring necessary changes to the automotive market for all subjects. In recent years, the
customer has also changed, and his transformation of purchasing behavior will continue. So
how has the evolution of customer buying behavior responded to the rapid global changes in
business in this field? And what will the "new digital” automotive customer look like? The
article deals with differences between addressing traditional automotive customers and the
approach and perception of the offer to the modern customer generation, which is daily and
aggressively influenced by the offer of the "reborn™ automotive market.

Keywords: automotive, customer, Covid-19, technology, digitalization, digital marketing
JEL Classification: M31, D10, D20

1 Introduction

Especially in the last ten years, companies are confronted with massive technological development which effects on them
in almost all internal and external structures and business or produce activities (see e.g. Suprobowati, & Kalpikajati, 2021;
Ihsana, & Aldiantob, 2020; Kotarba, 2018). On the other hand, rapid technological development has affected and still
affects customers every day (Kurdi et al., 2022; Grzegorczyk, 2022; Lavoye, Mero, & Tarkiainen, 2021). It brings them
new information and opportunities for global connection every second, endless communication (Dagnes, 2019), and
endless new possibilities in all areas of life. For these reasons, it was necessary for companies to change their structures
and business models (Wirtz, 2019). And why? It is simple. Because they have to be competitive to keep their customers,
their business must go on.

The automotive industry is a very important economic sector. Concurrently it is an important economic multiplier,
which is connected with many other branches of industry. These are mainly the steel, chemical, and textile industries, as
well as downstream industries such as ICT?, 10T#, mobility and repair services, etc. In the EU automotive industry work
around 13.8 million people. Turnover generated by the automotive industry represents more than 7% of the EU GDP
(European Commission, n.d.). In 2021, more than 66 million cars were sold worldwide. Estimates before the coronavirus
pandemic spoke about an amount of 80 million cars sold (Statista, 2022). The prognosis was not confirmed. The reason
was the pandemic, production outages, and the subsequent general slowdown of the economy in all markets. The sales

L University of South Bohemia in Ceské Budgjovice, Faculty of Economy, Studentska 13, 370 05 Ceské Bud&jovice, Czech Republic,
arbess00@ef.jcu.cz

2 University of South Bohemia in Ceské Budgjovice, Faculty of Economy, Studentska 13, 370 05 Ceské Bud&jovice, Czech Republic,
kpicha@ef.jcu.cz

3 Information and Communication Technologies - all information technologies used for communication and informatics (working with
information).

4 Internet of Things - a network of physical devices, vehicles, home appliances, and other devices that are equipped with electronics,
software, sensors, moving parts, and network connectivity that allow these devices to connect and exchange data.




forecast for 2023 is 71 million cars sold. But this is nowhere near the situation before the pandemic. When this trade was
almost trouble-free and prosperous.

The digital transformation of companies is generally considered to be very beneficial (Zhao, Liu, & Dai, 2021).,
especially in direct communication and relation to their customers (Hendriyani, & Auliana, 2018). It brings them new
possibilities and ways, as well as speeding up communication with customers (Lambin, 2014) and, more precisely,
ensuring their needs. And now, even very traditional industries, such as the automotive industry, are strongly moving
from a more manufacturing concept to a data-driven direct marketing concept (Rekha, & Jain, 2019; Cernicova-Buca,
Cocea, 2021).). And more than ever before. For the industry to return to at least pre-pandemic numbers, it is necessary to
invest significant costs and efforts in research and development, as well as new dynamic approaches to today's rapid
changes in the global market. The direct participation of the customer in these processes is indispensable and very
effective for many reasons (e.g. Gardiner, 2019; Anita et al. 2022). It makes it possible to effectively design, manufacture,
and sell exactly what the customer wants and needs with the maximum use of all technological innovations. Brand interest
and customer engagement are also increasing.

There is an enormous difference between the traditional and the modern generation of automotive customers.
Especially in their awareness and the resulting greater demand for quality at a good price and technological equipment.
Their mobile phone and smart home equipment already offer almost everything that is technologically possible. And why
wouldn't their car offer them this? A wish turns into a need, and the customer looks more at the design and, above all, the
technological equipment than at the performance of the vehicle's engine and fuel consumption. They are interested in
"what else their car can do . They no longer see it as just a means of transportation. They want *something more ".

It is a big challenge for companies to keep up with technological progress and, at the same time, respond to changes
in customer requirements and their purchasing behavior. The paradox is that, on the one hand, the customer is forced by
technological development to accept an offer to which he wouldn't have responded before, and on the other hand, he has
a lot of power to put pressure on the manufacturers. The modern automotive customer has a great influence on the entire
industry. He can search for detailed information about the offer, he can easily and quickly compare the offers and choose
the best satisfaction of his needs. It is quite clear that even in the future, the development will continue to be very fast and
customers will respond more to the direct customer experience that manufacturers and retailers have to provide them.
Whether it is high demands on car safety systems, connectivity, car sharing or autonomous driving technology. Cars are
the new living rooms, and customers want to feel at home in them. They want to be comfortable, feel safe, and have all
kinds of technology at the fingertips.

2 Methods
We have prepared our results, and conclusions based on an analysis and compilation of the data from the available
research reports published recently concerning the automotive industry and car market.

3 Research results
A set of research results on the purchasing behavior of automotive customers in recent years

A fundamental change in the customer journey map

Head of Digital marketing strategy at Microsoft, Mr. Allister Frost said in 2010: "Technology has handed control over
to the consumers of our brands. They are now part of the conversation, and if they choose to speak to us, we have to be
prepared to speak back. Our days of purely shouting at them when we choose (advertising) are over. This is a box that,
once opened, can never be closed... We ignore social media and the societal changes it will bring about our peril. "®

= Expected change in customer journey mapping

The reasons for changes in the purchasing behavior of the automotive customer are mainly technological progress and
also the aforementioned covid pandemic in the years 2020 — 2021. Very interesting data is provided by the analysis of
the company EY on the Czech Republic, Hungary, Turkey and Russia markets in 2021. | present selected data regarding
digitalization in automotive and customer behavior. A total of 3,122 participated in the survey respondents, of which 568
residents of the Czech Republic, 533 inhabitants of HU, 1,510 inhabitants of RUS, and 511 inhabitants of TUR divided
into groups according to: gender, age, education, residence, and gross household income.

7 % of respondents said that connectivity would be decisive for them when choosing a car brand.

5 Interview with Allister Frost, Integrated Marketing Communications Manager, Mlcrosoft UK , 2010, Youtube [online]. Available
from: (250) Interview with Allister Frost, Integrated Marketing Communications Manager, Microsoft UK - YouTube



https://www.youtube.com/watch?v=hmEjA335d54

15 % of respondents would buy a used car online. In 2020, 8 % answered positively.

78 % of respondents who intend to buy an electric car consider the digitalization of the brand to be an important criterion
when buying a car.

64 % of respondents who want to buy a hybrid car consider the digitalization of the brand as an important criterion when
buying a car.

49 % of respondents with a budget for a car of up to 500,000 crowns listed digitalization of brands as another of the most
important criteria, next to the price, performance, safety and design.

16 % of Czechs, 11 % of Hungarians, 24 % of Russians, and 35 % of Turks would buy a car online. 35 % of them would
be deterred by online payment and 33 % by the limited possibility of negotiating a discount.

67 % of respondents would use the vehicle's Internet connection for traffic information and safety alerts. Households with
income over 150 thousand CZK would be most interested (61%) in monitoring cars, and households with an income (up
to CZK 20,000) have an increased interest (28%) in receiving notifications about discount events.

56 % of Czech respondents would not convince any type of online offers or services to buy used car without checking it
live (52 % HU, 51% RU, 27% TR).

From this data, it is evident that the car customer is not as progressive in his approach to the digitalization of his
purchasing behavior as the manufacturers are in the development and production of new automotive technologies and
services. It is obvious that considering the purchase of an electric car or a hybrid is directly related to the choice of a
manufacturer that is already in the process of digitalizing the company. This result is also supported by the survey on the
best-selling electric car in the world from 2021, conducted in 61 countries by uswitch.com. The popular Tesla has become
the best-selling electric car in 21 countries of them.®

Comparison of costs invested in online advertising

= Digital ad spend of the automotive industry - Comparison of data in the pre-pandemic period and now

Table 1 Paid search advertising spending in the automotive industry worldwide (in million U.S. dollars):

2018 124,17

2021 51,168

Source: Guttman. A, 2020, Search advertising spending worldwide from 2009 to 2019 , www.statista.com [online].[ Apr 7, 2020].
Available from: https://www.statista.com/statistics/267056/paid-search-advertising-expenditure-worldwide/

Statista research department, 2022, www.statista.com [online].[May 3, 2022]. Required on:
https://www.statista.com/statistics/1306040/search-ad-spend-industry-worldwide/

Based on 2021 data on U.S., UK, and EU companies, the retail industry invested 39.66 million U.S. in paid search
advertising, roughly 60 percent less than in the previous year. The automotive industry spent 51.16 million on paid search
ads in 2021, reducing its annual expenditure by a similar share as the retail industry.®

Top selling electric car model, 2021, Uswitch Limited [online]. Available from: https://www.uswitch.com/gas-electricity/top-
selling-electric-cars/

7 Guttman. A, 2020, Search advertising spending worldwide from 2009 to 2019 , wwuwv.statista.com [online].[ Apr 7, 2020]. Avai-
lable from: https://www.statista.com/statistics/267056/paid-search-advertising-expenditure-worldwide/

8 Statista research department, 2022, www.statista.com [online].[May 3, 2022]. Required on: https://www.statista.com/statis-
tics/1306040/search-ad-spend-industry-worldwide/

9 Statista research department, 2022, www.statista.com [online].[May 3, 2022]. Required on:
https://www.statista.com/statistics/1306040/search-ad-spend-industry-worldwide/ /
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Based on the given data, it can be seen how spending on advertising in digital search has fallen. 2021 was problematic
for most industries. However, the automotive industry faced not only the covid pandemic but also problems in production.
These were mainly shutdowns in production caused by a lack of chips. This problem gradually affected all the world's
car manufacturers and continues to the present time.

Table 2 US digital ad Spending Growth 2019 — 20231°

2019 13,9 %
2020 9,0 %!
2021 20,5 %
2022 13, 7%
2023 11, 7%

Source: US Digital Ad spend Growth by industry 2019-2023, 2021, www.emarketer.com [online].[June 2021]. Required on:
https://www.insiderintelligence.com/chart/249891/us-digital-ad-spending-growth-by-industry-2019-2023-change

I find the comparison of digital ads' costs in the US market very illustrative. At first glance, there is a noticeable
decrease in investment in advertising during the first pandemic year 2020. At the same time, we can see a gradual return
on investment in this advertising channel. However, manufacturers and marketers now need much more strategic and
effective digital ads to spend. Furthermore, they must count on investment in technological innovation both within pro-
duction and online communication platforms and platforms for working with customer data.

The automotive industry is going through an economic crisis, and manufacturers and dealers still have an uncertain
future. The situation forces marketers to reassess their marketing mix, and adjust and allocate costs differently than before
2020. Supply problems in the manufacturing industry are the reason for the increase in interest rates. High interest rates
reduce demand and sales. And that impacts marketing budgets naturally. Manufacturers are trying to offset the loss of
development and sales of expensive models to achieve profit margins. (Joseph, 2022)

Table 3 Growth in sales of alternative fuels in the Czech Republic in 2021%2

Fuel 2019 2020 2021

Electric drive 756 vehicles 3 262 vehicles 2 646 vehicles
Hybrid (mild, full) 7 873 vehicles 10 693 vehicles 19 338 vehicles
Plug-in hybrid 466 vehicles 1 978 vehicles 3 736 vehicles
Hydrogen 0 vehicles 1 vehicle 9 vehicles

Source: Bures, D., 2022, Nejprodavanéjsi alternativy na ¢eském trhu v roce 2021: Propad elektrovozii, uspéch LPG a plug-ind,
Auto.cz [online].[10.1.2022] Required on: https://www.auto.cz/nejprodavanejsi-alternativy-na-ceskem-trhu-v-roce-2021-propad-
elektrovozu-uspech-Ipg-a-plug-inu-142304

From the above data, a year-on-year drop in electric cars and, conversely, an increase in sales of plug-in hybrids can
be seen. Data on the number of electric car registrations prove that there is still only minimal interest in this type of drive
in the Czech market. Although in 2020 - 2021, the offer increased for almost all the world's car manufacturers. The best-
selling electric car in the Czech Republic in 2021 was the Skoda Enyaq iV; its price starts at approx. 1,200,000 CZK.
(Bures, 2022).

10'US Digital Ad spend Growth by industry 2019-2023, 2021, www.emarketer.com [online].[June 2021]. Required on:
https://www.insiderintelligence.com/chart/249891/us-digital-ad-spending-growth-by-industry-2019-2023-change
1 The start of the covid pandemic on 1st March 2020

2 Bures, D., 2022, Nejprodavangjsi alternativy na deském trhu v roce 2021: Propad elektrovozd, uspéch LPG a plug-infi, Auto.cz
[online].[10.1.2022] Required on: https://www.auto.cz/nejprodavanejsi-alternativy-na-ceskem-trhu-v-roce-2021-propad-elektrovozu-
uspech-Ipg-a-plug-inu-142304
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Changes in cars financing preference

The multi-brand Prague dealer Autosalon Klokocka centrum Ltd.%® stated in its analysis that in the second half of
2022, the demand for financing the private vehicles with credit or leasing in the B2C sector decreased. Funding from
savings prevails.

67 % of new requests for new and used cars are for cash payment.

The above internal analysis is based on a comparison of sales data in the years 08/2021 - 08/2022. The decrease in
demand for loan financing or leasing is directly related to the decrease in demand for the purchase of new and used cars.
The questionnaire survey revealed that most customers react mainly to high inflation and are afraid of debt. They prefer
to spend their savings or not make a purchase at all. (Source: Autosalon Kloko¢ka Centrum a. s., 2022)

4 Conclusions

In general, it can be said that the automotive industry is going through a huge crisis that is putting pressure on
manufacturers and sellers all over the world. The crisis forced changes in production and sales models, as well as in
marketing mixes and budgets. The customer has moved from physical shopping in showrooms to the Internet and is
interested in more details. (95% of vehicle buyers use digital as a source of information)*®. When choosing, the customer
decides more about the technological equipment of the car than its performance. Great emphasis is placed on a positive
customer experience.

In the future, automotive dealers and marketers can be recommended to increase a good customer experience, work
with a personalized offer and make maximum use of customer data, mainly for retention marketing. It is beneficial to
improve sales on the websites in accordance with UX16 and U117 processes to reduce the bounce rate'® to a minimum.
In customer preferences, high-quality and detailed customer photos or 360 photo galleries win. Quality content of sales
websites and display ads are central to the online offer. They should not forget about expert customer articles and test
videos. And last but not least, it is necessary to have quality lead management. Today's customer selects and gathers
information online but usually wants quality personal communication with a call center or salesperson before visiting a
dealer's showroom. The companies in the automotive industry, together with their authorized dealers and sellers are to
consider their communication and selling strategy. Showrooms may expect a big evolution. Researchers interested in
consumer behaviour and communication ways within the car market can seek for the most important elements of the
online communication the future customers' requirements from the showrooms and the personalized one to one
communication.
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Literature review:
Examining social media influencer in viral marketing
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Abstract: The concept of viral marketing has been researched for many years but has earned
a new meaning with the intense use of social networks, which have become essential part of
our daily lives. The use of social media applications provides not only countless possibilities
of advertising and commerce, but also instant communication between marketers and
consumers. The new types of ‘opinion leaders’, who spread electronic word of mouth through
numerous platforms such as YouTube or Instagram, are labelled ‘social media influencers’.
In this paper, we explore the relationship between social media influencers, viral marketing,
and bridges between related concepts to better understand and improve online marketing
strategies. Although many researchers address various concepts on interrelated topics, the
questions of origin of virality remain unclear.

Keywords: viral marketing, social networks, influencer marketing, social media influencer,
viral content

1 Introduction

The contemporary world is intensely interconnected, and advanced technology plays a crucial role not only in the
innovation and digital transformation of businesses but also enables us to share information instantly. In this sense,
digitalization refers to digital communication that impacts our social life, since digitization is perceived as ‘the
transmission of all types of information” (Brennan and Kreiss, 2014; Sevalnev and Tsirin, 2022). Therefore, digitalization
has transformed the communication and information processes. Social networks have emerged as an instant medium
through which consumers interact both in positive and negative ways (Prapotnik, 2016). Among the most popular social
networks are Facebook, Twitter, Instagram, and YouTube (Prapotnik, 2016; Arora et al., 2019, Burgess, 2014). Currently,
with the increase in social networks, viral marketing has become essential. Viral marketing benefits from the spread of
electronic word of mouth, which further encourages consumers to share marketing information (Hinz et al., 2011).
Furthermore, traditional advertising and marketing is said to have changed due to information overload (Bui et al., 2022).
Lance and Guy (2013) claim that consumers are increasingly dissatisfied with the excessive amount of advertising
information that is simultaneously associated with the increasing number of various advertising channels, among which
television is said to be declining in popularity. In that sense, the consumer exercises their power over their choices, and
as a result, advertisers, therefore, opt for viral content (Lance and Guy, 2013). A new type of opinion leader known as
social media influencers has emerged (Lou and Yuan, 2018; Vrontis et al., 2020; Jin and Ryu, 2019). Influencers on social
networks are directly related to viral marketing due to their perceived credibility, trustworthiness, reach, and ability to
influence others through social networks (Lou and Yuan, 2019; Kim and Kim, 2021; Jin and Ryu, 2019). Content is
shared across various online platforms such as YouTube, Instagram (Arthurs and Drakapoulou, 2018; Lee et al., 2018;
Ling et al., 2022).

2 Literature Review

Viral Marketing Vs. Influencer Marketing

Viral marketing refers to the new phenomenon of sharing and spreading marketing information. Furthermore, it is
commonly compared to information dissemination that mimics a disease, therefore, referred to as ‘viral’ (Mohr, 2014).
The messages are then delivered through eWOM to encourage ‘exponential growth’ of information dissemination (Mohr,
2014). The main benefit of viral marketing is its cost effectiveness, time efficiency, and reach (Dingh et al., 2015; Dolan
etal., 2019). Despite the common perception of apparently obvious benefits, the authors reveal that “virality’ can be short-
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lived due to numerous unpredictable factors. However, social networks in relation to viral marketing can improve ‘brand
awareness, encourage discussion about improving products, and recruit new employees’ (Ding et al., 2015; Roy 2018).
Additionally, to improve viral content, a targeted algorithm can influence customers (Ding et al., 2015). According to
Bajpay and Pandey (2012), successful viral marketing requires people with ‘high networking potential’ who can spread
the information quickly.

Related to the activities of influencing others, comes influencer marketing, which directly capitalizes on a significant
following of social media influencers to alter the behavior of consumers. However, the main difference is in the lifespan
or duration of the ‘influence’. While one is rapid, the other requires a deliberate effort to acquire a large following.
However, a transition from viral marketing to influencer marketing is possible (Zhang and Huang, 2022). For example,
the authors have researched the case of a man whose viral content made him a social media influencer to further boost
tourism in his region (Zhang and Hhang, 2022).

Social Media Influencer

Social media influencers (SMI), commonly referred to as opinion leaders, is not a new concept. The terminology of
an ‘opinion leader’ originated from the works of Katz and Lazarfeld in 1948 and in an online environment SMI represents
a creator with a large following who can influence and can alter the behavior of their audience, usually through electronic
word of mouth (Vrontis et al., 2019). Therefore, social media influencers use eWOM to influence others and increase
engagement to further boost sales, promotion, brand awareness and contribute to general outreach (Arora et al., 2019,
Milnes, 2016; Zhu et al., 2021; Arora 2019). In addition to that, the authors highlight the importance of ‘narrative
strategies’ for the best result (Zhu et al., 2021). Influencers are undoubtedly important in making content successful for
companies. However, reverse benefits also apply, as influencers operate through lucrative endorsements by brands to
further promote products based on their perceived credibility (Appelman and Sundar, 2016). For example, Kim and Kim
(2021) found that consumers consider posts by influencers on Instagram to be more trustworthy. Chekima et al. (2020)
confirm that the trustworthiness and credibility of the source are contributing factors along with attractiveness and
similarity contributes to effectiveness of the ads. Additionally, a high number of the following is said to imply perceptions
of greater popularity and likeability (Agam, 2017). In this regard, influencers are leveraged in viral marketing due to their
ability to spread information based on their large network of followers (Leung et al., 2022). The authors further compare
different types of online marketing and point out that viral marketing also needs certain type of agents, referred to as
‘seeding agents’, who typically promote “firm-generated content” but unlike influencers on social media, seeding agents
do not operate through endorsements, commissions, fees, and other incentives. In this sense, influencers are asked to
promote through creating a content with relative freedom in creativity (Leung et al., 2022).

Social Media Platforms

The rise of social networks improved the effectiveness of viral marketing by improving speed and spread (Both, 2013).
In academic writing, social networks are described as having a characteristic feature that involves ‘interactive
participation’ (Manning, 2014). To specify, the authors point out that a digital platform does not imply social networks,
a certain form of participation is needed, for example, the creation of an account. Secondly, interaction with a circle of
people is needed to distinguish social media from other media such as television (Manning, 2014). Social media platforms
remain a ‘significant source of information” where consumers create online communities with their peers through various
devices (Zhu et al., 2018). It is suggested that consumers are likely to trust the information shared within their social
media groups without any additional verification (Shareef et al., 2020). Although there are many studies on social
networks, researchers point out the prevailing challenges of acquiring statistical comparisons across various platforms,
as there are additional features and functionalities such as hashtags, bots, ‘logs’, active vs. inactive users, and more.
However, researchers continue to shed light on the topic through numerous methods (Weller, 2016). Generally, YouTube
and Instagram continue to expand as it provides participatory culture and user-generated content (Arthurs and
Drakapoulou, 2018; Lee et al., 2018). Furthermore, the promising application TikTok is directly associated with the
concept of virality due to its short and entertaining content (Ling et al., 2022).

Viral Content

Sharing viral content is a common practice for many, but what makes a content go viral? According to Berger and
Milkman (2012), the mechanism lies in psychology, which is simultaneously claimed to have a ‘physiological arousal’
effect. The authors discuss how emotions play a crucial role in what becomes viral (Berger and Milkman, 2012; Rubin,
2022). Their results demonstrate that positive content evokes high arousal and thus enhances virality of the content as
opposed to content with negative, low-driven emotions. In this context, content that induces sadness, anger, or anxiety is
less likely to become viral. The surprising or interesting message did not have an altering effect. In that regard, the authors
contribute to designing content more effectively for future marketing campaigns (Berger and Milkman, 2012). Libert and
Tynski (2013) agree that the success of the content going viral depends on creating rapid emotional excitement and




eliminating heavy branding as it can cause loss of interest. In conclusion, viral content requires an ‘emotional
rollercoaster’ that invokes emotions such as curiosity, astonishment, and interest, among others (Libert and Tynski, 2013;
Chiang et al., 2021). Furthermore, it is argued that the willingness of users to participate in the sharing of content on
social networks was determined by the perceived ‘meaningfulness’ of the content (Borges-Tiago et al., 2019). However,
some authors claim that ‘the most reliable indicator of virality” is the number of followers, claiming that a creator with
more than 10,000 followers is likely to go viral, as demonstrated in the case of TikTok videos (Ling et al., 2022).
Additionally, videos shot recently and, in close-up, contribute to the virality, unlike the effect of texts and memes, which
remain inconclusive (Ling et al., 2022).

Methods

The purpose of the study is to explore topics related to viral marketing, influencers on social networks, and related
subtopics. The study is qualitative, uses document analysis and aims to further enhance understanding of concepts.
Secondary sources from available research databases were used: books, journal articles, and conference proceedings
within research databases such as Web of Science, Google scholar, among others. Document analysis refers to a process
that involves reviewing and evaluating documents in paper and electronic form. (Bowen, 2009). Document analysis aims
to gain knowledge, understanding, synthesizing data, and producing meanings. Additionally, document analysis is
especially useful in qualitative research when accompanied by case studies. However, it can also be used as an
independent method (Bowen 2009). The advantages of document analysis are the collection of information, the generation
of questions, the comparison of research data, the tracking of changes in the draft and verification of the credibility of the
conclusions. (Bowen, 2009).

In the future, complementary case studies will be proposed, as they can cover “the complexity within a case’.
(Johansson, 2007). Case studies usually focus on cases that will be described or analysed, which usually means “an
individual, a community, a decision-making process, or an event”. (Creswell and Poth, 2017). In addition, researchers
selected real-life cases to arrive at a precise conclusion. The case study must be framed in terms of time, space, other
parameters, and procedures. The main objective of the case study is to deepen understanding. Data analysis can differ,
but key themes are considered. The types of case studies vary from single or instrumental case studies to collective or
multiple case studies. In the last step, the researcher explains the ‘patterns’ (Creswell and Poth, 2017).

Limitations
Limitations of document analysis (Bowen, 2019; Yin, 1994):

a. Limited in details
b. Documents inaccessible
c. Bias

Challenges of the case study (Creswell and Poth, 2017):

Single case study or multi-case study
Resource limitations

Case selection

Cross-case analysis

Boundaries of the Case

® o0 o

Despite possible errors in overgeneralization within both methods, case studies have especially gained popularity over
the past few decades, especially within the circle of social scientists (Feagin et al., 2016). While the main advantages of
document analysis are low cost, coverage, availability, and efficiency, to name a few (Bowen, 2009; Merriam, 1988; Yin,
1994). In qualitative research, both methods are said to have a desired result, as the qualitative study requires ‘robust data
collection’ (Bowen, 2009).
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3 Results

The literature review suggests that viral content is random (Reichstein and Brush, 2019; Ding et al., 2015; Roy, 2018).
However, virality can be predicted by the number of factors such as followings, content quality, emotions aroused, and
others (Bajpay and Pandey, 2012; Berger and Milkman, 2012; Rubin, 2022). Although academics have explored the
endorsement of social media influencers to further promote a product or service, research on merging viral marketing and
influencer marketing is scarce due to their similarities despite their differing underlying mechanisms. Different types of
online marketing use social media influencers. Viral marketing uses seeding agents who promote brand predesigned
content, while social media influencers are asked to create content (Leung et al., 2022). Paths of virality appear to be
two-way: 1. The existing following of the influencer makes content go viral, 2. Viral content can be designed through
seeding agents in various types of online marketing (Leung et al., 2022). The contribution is two-fold: first, we explore
possible links between viral marketing and influencer marketing through social media influencer and virality concepts.
Second, with this knowledge, further research can be developed to improve marketing strategies across social media
platforms. However, challenges remain due to other unpredictable and unmeasurable factors. More research is needed.

4 Conclusion

Viral marketing and social media influencers accompany each other throughout the academic literature. However, in-
depth research, underlying mechanisms, bridges, and gaps exist within interrelated topics. Online marketing strategies,
including ‘virality’ theories or ideas, offer lucrative opportunities for academics and marketers alike, as it can lead to
exponential growth, remarkable spread of eWOM to improve product promotion, brand awareness, and consequently
increased sales relatively low cost. Despite challenging aspects of measuring, obtaining data, algorithms, and other
functionalities of social media platforms, it remains a new and ‘hot topic’ among academics and marketers alike. More
research is required.
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Abstract: This article describes the linking of different fairtrade programmes and
certifications with retailers' own brands. The last two decades have seen a growing share of
private labels in both retail and wholesale environments for several reasons. Reasons include
difficult to predict socio-economic crises such as COVID 19, the political impact of the war
in Ukraine, the current energy crisis and the economic crisis that took place between 2008
and 2012. It could be argued that these crises provide fertile ground for the development and
growth of private label, with consumers looking for more cost-effective substitutes for
mainstream branded products. However, this article will not look at the growth of private
label share due to the crises, but rather at the linking of private labels in the case studies in
relation to different fairtrade practices, programs or certifications. The aim of the paper is to
analyse market trends at the level of the use of certified sustainable commaodities in private
label products.
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1 Introduction

Although private labels have long been synonymous with something of poor quality (Salamoun et al, 2014), according to
Nielsen (2019), the share of private labels is gradually increasing to around 23% in the Czech Republic. In other countries,
however, the share of private labels in retail is even higher (MediaGuru 2019). In the Czech Republic, private label
accounts for almost fifty percent of total sales in the discount sector. In the European Union as a whole, the share of private
labels in retail has been increasing for a long time. In some EU countries, the share of own brands of retail companies
accounts for up to 40 % of the assortment offered to customers (MediaGuru 2020). Recently, they have played an
important role in the competitive struggles in retail and wholesale markets not only in the Czech Republic but also in other
European countries.

According to Cepelikova (2022), private labels, such as those available for purchase in various chains in our country,
have already become a common part of our shopping carts. Often we may not even be aware that it is own brand. Whereas
years ago, private labels were characterised by garish packaging (for example, Globus' Korrekt in bright orange), today,
even economy-class private labels come in modern garb.

Although own brands have long been perceived as a cheaper alternative to classic brands, the share of own brands is
steadily increasing not only in the Czech market but also in the markets of other European countries, according to Slaba
(2021). The actual increase in the share of private labels in the Czech market is illustrated in Figure 1.
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Figure 1 Private label share by country
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The value share of Private Label in Europe (28%) declined (-0.5%) in 2021, according to NielsenlQ’s data across 32
European markets, as reported during PLMA’s pre-show seminars on 30 May. In the context of the Covid pandemic,
consumers in West Europe continued to maintain their spending power but had limited possibilities to spend. This boosted
premium in-home consumption at the cost of Private Label. In South European markets, this was less the case and resulted
in increased Private Label share for Spain and Portugal. In Eastern Europe, Private Label share continues to grow.
Strongest gains were seen in Czech Republic +2.1 % and Hungary +0.6%, keeping their positive momentum of the past
4 years. Poland remains above 30% but declined with -0.4% (PLMA, 2022).

Merchants' private labels don't have to be just status compared to other branded products. Levy a Weitz (2009)
described the differences between national brands and private labels: buying from vendors of national brands can help
retailers build their image and traffic flow and reduce their selling/promotional expenses. When it comes to product
quality, most consumers see virtually no difference between private label and familiar national brands.

Private labels can also be a trend setter in areas of sustainable consumption. A typical example that we already see
today is the linking with Fairtrade International's programme certifications or other certifications such as UTZ or
Rainforest Alliance.

Fairtrade Interantional certification is in the realm of global certification organisations. Fairtrade International is not
a direct certification organisation, this is done by FLOCERRT or FLO, which was set up to oversee compliance with
the rules set by Fairtrade International. At its core, it promotes sustainable business or farming and ensures that fair
conditions are met worldwide. It also ensures the integrity of production and trading practices throughout the supply chain
to help primary producers, traders and brands become truly sustainable. Over the past decade, credibility with this
certification body has grown thanks to the never-ending work of the certification process. The company's paradigm is
based on a holistic approach that both ensures the possibility of a diverse range of certification options for products, raw
materials or production processes, and measures impacts depending on what is and is not right for a business in the
Fairtrade system (FIOCERT, 2011). In addition to overseeing compliance related to the Fairtrade® certification mark,
the organization also handles various programmatic modalities such as the Cacao Program, Flower Program, Banana
Program, Rice Program and others. FIOCERT also carries out regular audits, both on the basis of physical inspection and
through accounting checks of all areas that are relevant to the production and processing of Fairtrade products. The
company audits the following:
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Figure 2 Areas audited by FLOCERT
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The Rainforest Alliance and UTZ, like Fairtrade, strive to set fair conditions for both producers and the preservation
of biodiversity in areas of developing countries.

As the impact of human activities increasingly degrades the quality of the environment, the role of conservation
is becoming increasingly important. In agricultural areas, however, this protection must be balanced against the
competing economic needs for agricultural production. Agriculture is a significant activity that contributes to
environmental degradation and is one sector where research has focused on practices that can reduce the level of
degradation (Bellamy et al., 2016).

A new finding of this paper could also be that a few years ago, the two types of certification such as Rainforest
Alliance and UTZ were merged into a certification called UTZ-RA. Dual certification can refer to the case where a farmer
cooperative implements two different certification systems simultaneously in order to produce certified products under
two separate certified labels. Producers who adopt the UTZ-RA certification rules have the opportunity to market their
products using two certified labels, thereby reducing the risk associated with increasing valuable or marketing costs. In
the literature, most of the impact evaluation studies mainly focus on the purely economic and environmental impacts
of voluntary sustainability programs (Jena et al., 2012, Ranjan Jena and Grote, 2016).

From the above, it is evident that the trend carrier in the areas of sustainable consumption may not only be the
interdependence of private labels with FLO. It can also be other types of certifications such as UTZ, Rainforest Alliance
or the UTZ-RA dual certification. These and other certifications in conjunction with self-labels will be analysed in
the results section.

2 Methods

The aim of the paper was to evaluation market trends in the use of certified sustainable commodities in own-brand
products. In order to meet the objective of the article, it was necessary to make a comparison of the issues related to this
content through literature sources available from different databases (Web of Science, Science Direct, Proquest, Ebsco
and others).

In order to meet the objective of the paper, the case study method was used to evaluate sustainable private label
products. According to Stejskalova et al (2008), case studies can illustrate or validate research models in specific
organisations, especially in cases that are significantly different or unique.

Case studies are one of the forms that belong to effective business strategies What do we mean by case studies? There
are a number of definitions of the term case study. Yin (2012) describes case studies as complex examples that give
insight into a range of corporate contexts with existing problems. Similarly, there are also case studies that take the form
of a single central theme (Simons, 2009). In many cases, a case study is conceptualised as a situation focused on a specific
topic, involving both the theoretical aspect of a problem Smith (1988) and its manifestation in applied form in a specific
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setting (Stake, 1995). According to Mills et al (2010), it can focus on, for example, a specific solution to a problem
situation in economic, managerial or business practice.

Although the use of case studies for scientific research appeared sporadically in the 19th century (Mares, 2011),
according to Johansson (2007), it was not until the 20th century that it began to be fully exploited. Johansson (2007)
postulates two distinct research traditions that developed in parallel but separately for many decades. On the one hand, it
was the positivist tradition (statistical analyses of archival data, public opinion surveys), and on the other hand, it was the
hermeneutic tradition (anthropological research). According to Johansson (2007), the first generation of research case
studies included fieldwork by American sociologists who used techniques familiar from cultural anthropology to study
society. They are known as the Chicago School. Then, logical positivism took over the research field and its era in research
peaked after World War II. Then, as its influence waned, space gradually opened up for the next stage. In the second half
of the 1960s, according to Mares (2011), quantitative and qualitative approaches gradually began to converge and a
second generation of research case studies emerged. In these studies, the two approaches had already begun to be used
together, albeit in different proportions to each other. The era of the mixed approach was beginning and has intensified
in the 21st century.

The case studies were divided into individual cases represented by selected programs and certifications.
3 Results

To assess the sustainability of private label products, case studies of Fairtrade programmes and other certification labels
will be used. In the case of the Fairtrade programmes, it is always a matter of ensuring that the main raw material contained
in the product meets the conditions of FLO certification. For other certifications, it is based on their own rules that
determine the certification of a given commaodity or product.

Case studyl Fairtrade Cocoa Programme

Cocoa is one of the most important commodities on the world market alongside oil and coffee and is characterised by
price volatility. Despite growing demand, the income of smallholders is not enough to support their families. Child labour
is widespread, particularly in West Africa.

The European Union is one of the world's largest importers of cocoa. Central African countries, including Cote
d'lvoire, Ghana and Cameroon, are the most concentrated cocoa growers. Here, cocoa cultivation is the main source of
livelihood for several million farmers and indirectly contributes to the livelihoods of tens of millions more. Cocoa
cultivation is the main source of income in the Global South. In the main cocoa-growing areas of West Africa, most cocoa
is grown by smallholders on plantations of a few hectares. Most cocoa farmers in these countries live below the poverty
line.

In 2018, fairtrade cocoa consumption increased on the Czech market, with a total of 1,420 tonnes sold, mostly
in the form of chocolate and confectionery. This is a continuing consequence of the introduction of the Fairtrade cocoa
programme, which has been in place since 2014, simplifying the conditions for processors to produce Fairtrade cocoa
products and giving cocoa farmers more opportunities to market their produce under Fairtrade conditions. As a result,
Fairtrade cocoa products are increasingly being used by major retail chains under their private labels. The leader in
Fairtrade cocoa is Lidl, which sold 584 tonnes of Fairtrade cocoa beans during 2018, increasing sales by more than 200%
compared to 2017. However, Gunz saw the biggest jump in sales (in 2018, it sold confectionery made from 177 tonnes
of fairtrade cocoa, compared to just 753 kg in 2017). The third largest seller of fairtrade private label cocoa in 2018 was
Penny market (155 tonnes of cocoa, eight times more than in 2017) (Fairtrade Cesko a Slovensko, 2019). Although the
Penny supermarket chain was the third largest seller of fairtrade cocoa, one of the best-known private labels in fairtrade
cocoa is Kaufland's K-Clasic. These are chocolate products in the form of chocolates, chocolate spreads and biscuits. The
Lidl chain is similar. It offers, for example, fairtrade cocoa in the private label Way To Go products in the form of
Fairtrade chocolate. This is made from sustainably grown cocoa from Ghana. Ghana is the world's second largest producer
of conventional and certified cocoa.

Case study 2 Fairtrade programme for cotton

Cotton is largely grown in countries of the Global South. Due to subsidies for cotton cultivation in the Global North,
the price of cotton is kept artificially low, this harms growers in the Global South who do not receive any subsidies.
By purchasing cotton textiles with the FAIRTRADE® label, you will be making a significant contribution to improving
the living and working conditions of cotton growers in the Global South and supporting environmental protection.
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Sales of Fairtrade cotton have seen the largest percentage increase in the Fairtrade cotton programme. These increased
by 317% year-on-year to 217 tonnes last year. The increase in consumption was mainly driven by the Kaufland chain,
which purchases Fairtrade cotton workwear for its employees, Lidl and the dm drogeriemarkt drugstore chain, which
offer Fairtrade cotton shopping bags in their stores, and the bedding manufacturer Dibella. Worldwide, around 100 million
households in 70 countries are involved in cotton production. Cotton is an important source of income, especially
for people in West and Central Africa, India, Pakistan and Central Asia (Fairtrade Czech Republic and Slovakia, 2019).
The certification of fairtrade cotton does not belong much to the area of private labels, rather it is used in the clothing
of employees of the Kaufland and Lidl retail chains.

Case Study 3 UTZ Certification

UTZ is a global programme for the sustainable cultivation of coffee, cocoa and tea. Companies that have committed
to sourcing (sustainable) UTZ raw material are global brands and retailers. The aim is to improve the livelihoods
of farmers as much as possible. UTZ is a certification standard that enables compliance with requirements for working
conditions, good agricultural practices and environmental compatibility of production from retailers to customers.

The requirements of the independent certification bodies include good agricultural practices and management of
producer enterprises, safe and healthy working conditions, addressing illegal child labour and protecting the environment
through sustainable farming practices. The UTZ label on the product presents the brand in support of sustainable
agriculture.

The UTZ certification could be found on products of retail chains such as Albert, Lidl, Penny, Billa and others until
2020. This certification system allowed the UTZ logo to be placed on the private label product of a given chain
after meeting the above certification criteria, similar to the Fairtrade programmes.

The UTZ certification program is now part of the Rainforest Alliance system. UTZ Certification teamed up with
the Rainforest Alliance in 2018 to, on the one hand, create a better future for people and nature and, on the other hand, be
an even better partner for the many stakeholders it works with. Since the merger, the UTZ certification program and
the Rainforest Alliance certification program have been running in parallel. At the same time, a new agricultural standard
has been developed that builds on the strengths of both organisations and decades of combined experience (Rainforest
Alliance, 2020).

As well as fairtrade cocoa, other chocolate products under the private label K-Classic can also be found in Kaufland
that contain UTZ certification. Thanks to this certification, Kaufland customers can indirectly contribute to improving
the social and economic conditions of the farmers in the countries where the cocoa comes from. The aim here is therefore
to make the production of sustainable cocoa the norm, not a super-standard. Thanks to the growing demand for certified
products and ongoing education and advice in the countries where the crops are grown, this process can be greatly
accelerated.

Case Study 4 Rainforest Alliance Certification

The Rainforest Alliance is a non-profit organisation based in New York. It aims to conserve biodiversity through
the application of sustainable development practices in agriculture, forestry, tourism and other sectors. The Rainforest
Alliance certifies coffee and other products and services if their production or provision follows certain standards.

Rainforest Alliance Certified, or Green Frog, is awarded to foods, beverages and foods for special diets, according to
Jaderna and Volfova (2021). Frogs are a symbol of environmental health. Also, certified products with the green frog
logo signify a farm, forest or tourist area that has been audited and meets standards requiring environmental, social
and economic sustainability. The audit is carried out on a regular basis and builds on the principles of sustainable
production.

In general, Rainforest Alliance standards are set to protect the environment and workers' rights. The basic rules are
called the Sustainable Agriculture Standards (Kavové listy, 2021).

The certification systems are designed to provide greater value to the several million farmers and workers and
thousands of businesses that use Rainforest Alliance certification to promote more sustainable agricultural production
and responsible supply chains. As the impact of human activities increasingly degrades the quality of the environment,
the role of conservation is becoming increasingly important. In agricultural areas, however, this protection must be
balanced against the competing economic needs for agricultural production.

The symbol of this certification is the green frog, symbolising environmental protection. The Rainforest Alliance logo
can be found on a range of products, both private label retailers and brands of tea, coffee, cocoa, banana and nut producers.
These commaodities are among the most common items certified by the Rainforest Alliance.
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The Kaufland chain is not lagging behind in this other certification, which is the Rainforest Alliance. The Rainforest
Alliance Certified seal can be found on products such as the private label K-Clasic, which contain raw materials from the
rainforest (citrus, bananas, cocoa, tea and more) and are grown with respect for ecological, social and economic
requirements.

Discusion

The positive aspects of the above certifications are undoubtedly the voluntary opportunity to improve the producers'
living conditions, to prevent child labour, to enable producers to earn a living from their own work and, last but not least,
to contribute to the protection of the environment.

The negatives or weaknesses of the various certifications are their credibility, or a certain convincingness as to whether
people really believe that the organisations that own and issue the certification criteria are acting ethically and that there
are not frequent problems that would have the effect of bringing the various certification schemes into disrepute.

The creation and set-up of any certification process is very complex. While there is a certain amount of voluntariness
involved, there are rules to be followed. However, this article has not addressed those rules. For this purpose, other
methods would be needed to uncover perhaps the weaknesses of the certifications mentioned that may exist.

4 Conclusion

In this paper, different ways of sustainability standards have been analysed. The first two case studies concerned Fairtrade
programmes for cocoa and cotton. In addition to these programs, there are others such as programs for rice, roses and
bananas. Next, the paper analysed other sustainability pathways such as UTZ certification and Rainforest Alliance.

The aim of the paper was to evaluate market trends in the use of certified sustainable commaodities in private label
products. The methodology for assessing market trends was case studies that analysed individual cases of different
Fairtrade programmes and certifications.

From the information provided, it is not possible to generalize too much about the impact of sustainable commaodity
certifications on current market trends. The conclusions are only supported by the figures given in the results, which
declare that many trade operators are using modern trends in sustainability, and not only for private labels. For clearer
answers another research method, a questionnaire survey or focus group, would be needed.
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Abstract: In response to changing conditions and growing competition in the tourism sector,
there is a growing interest in a deeper understanding of consumer emotions' influence and
subsequent behaviour and decision-making. Conventional marketing research methods are
often insufficient, as tourists themselves cannot fully verbally formulate their internal
preferences. The presented paper aims to provide the field of tourism with alternative
research methods. Neuromarketing presents a suitable addition, which with the help of
neuroscientific tools, can reveal the mysteries of consumer behaviour in tourism and the
individual components of the decision-making process involved in the final choice of
destination. For this purpose, a systematic review of existing literature was carried out,
followed by a description of development and research trends and the current state of
knowledge of neuromarketing in tourism. The records obtained allowed an in-depth insight
into how neuromarketing may contribute to understanding the tourists' emotional reactions
and how they influence their decision-making. Finally, a discussion of possible methods of
future research were proposed.

Keywords: marketing, branding, brand image, neuromarketing, sensory marketing
JEL Classification: M31, 033, Z33

1 Introduction

The modern market is highly turbulent and dynamic (Mufudza, 2018), and at the same time, it is becoming a highly
competitive environment (Nogueira & Madaleno, 2021). Cuns et al. (2019) describe how by increasing the diversity of
the product range on the one hand and increasing attention to the consumer experience on the other hand, an improvement
in competitiveness can be achieved. Shopping is not only rational (Hellenkemper, 2017): Nadanyiova (2015) states that
a proportional part of purchasing decisions among consumers is based on emotions. There is a relatively new field of
science set to uncover the emotional reactions of consumers and their subsequent behavior: neuromarketing (Bercik et
al., 2021; Gkaintatzis et al., 2019). Neuromarketing is a modern discipline that has a relatively short history. The first
records were observed in the 1980s. However, the leading development did not begin until 2004 (Bockova et al., 2021).
Levallois et al. (2019) investigated whether neuromarketing developed parallel or with a time gap on the academic and
practical levels and discovered a paced development of theoretical and practical knowledge. Neuromarketing is a
multidisciplinary science connecting neuropsychology with traditional marketing research methods (Hakim et al., 2020).
On the other hand, Yoon et al. (2012) mention that consumer neuroscience lies at the intersection of three disciplines:
marketing, psychology, and neuroscience. Morin (2011) describes neuromarketing in a little more detail: it is a field at
the border of marketing, economics, decision theory, neurology, physiology, and psychology. It has been proven that
using traditional marketing research methods is insufficient to accurately identify consumer purchasing preferences
because consumers cannot perfectly formulate their purchasing intentions, verbally or in writing. Often, these methods
are also labelled ineffective, leading to incorrect interpretation of consumer behavior, as expected behavior does not
always reflect the customer's purchasing behaviour (Dursun & Goker, 2018; Pileliene, 2011). This complexity can be
achieved precisely based on supplementing research with neuromarketing tools, which bring insights into the
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neuropsychological mechanisms of consumers. This way, marketing questions regarding consumer behaviour and
preferences can be answered (Levallois et al., 2012).

Even though neuromarketing as a scientific field is young and not yet fully explored, the technical progress of
neuroscience tools in marketing has taken place. Several tools and techniques are used to study consumer behaviour and
decision-making. These are devices that measure electrical and metabolic brain activity (Ber¢ik et al., 2018; Hakim et al.,
2020):

o electroencephalography (EEG);
e  functional magnetic resonance imaging (fMRI);
e  physiological functions of the human organism:
o heart rate (ECG),
o  respiratory rate, blood pressure,
o ectodermal activity (EDA);
o and reflexes: eye movements (Eye Tracking), facial muscle movements (FaceReader).
Each of these methods enables obtaining other data, so it is advisable to combine them (Bo¢kova et al., 2021).

Electroencephalography (EEG) is a non-invasive tool to measure the electrical activity of cortical areas of the brain
using several electrodes placed on the participant's head. Specifically on the prefrontal, frontal, occipital, parietal,
temporal, and central brain parts (Khurana et al., 2021). The EEG tool has excellent time resolution, where the brain's
electrical activity is measured in milliseconds (Morin, 2011). It is mainly used to measure attention, memory, and
emotional valence (Alsharif et al., 2022). Higher acquisition costs, insufficient areal resolution, and the associated
incomplete activity records, especially from the distal part of the brain, belong to its shortcomings. Since this method for
marketing research is relatively new, its use in scientific research is still limited. Existing studies, for example, dealt with
the help of EEG to determine the prediction of consumer purchase intention (Mashrur et al., 2022), to predict consumer
purchasing behaviour (Gill & Singh, 2022), or to detect consumer preferences (Mclnnes et al., 2022). Functional magnetic
resonance imaging (fMRI) provides slightly more information than EEG about subcortical activity in the brain by
recording the ratio of oxygen level to blood flow through the brain. This way, deeper information can be obtained about
consumers' emotions, brand memory, preferences, and how different marketing stimuli influence consumer purchasing
decisions (Boksem & Smidts, 2015). In already conducted studies, fMRI was used to understand consumer behaviour
(Golnar-Nik et al., 2019) and to effectively modify marketing and corporate strategies (Hapenciuc et al., 2019).

Electrodermal activity (EDA) is a tool that measures changes in the electrical properties of the skin in response to
sweat secretion. This method can identify specific neural reactions that lead to certain emotions (happiness, sadness,
anger, and indifference). Baraybar-Fernandez (2017) reported that people have lower EDA with positive emotions, while
negative emotions are associated with higher EDA. Since emotional arousal is a significant indicator of product and brand
preference, measuring EDA makes it possible to predict whether a product or brand will satisfy buyers' interest. Research
using EDA also investigated, for example, whether it is a suitable tool to determine the impact of influencers on the
personal identity of young adolescents (Garczarek-Bak et al., 2021).

Eye Tracking is a tool that can measure and inform about the gaze path. A software application can display heat maps
with information about the level of interest and the time of visual focus of attention, as well as record the size of the
pupils. However, the disadvantage is that it cannot be used to detect the evoked emotions of consumers (lloka & Anukwe,
2020). Eye Tracking is usually combined with the Facereader tool, which recognizes emotions experienced by measuring
facial muscles' movements with special software. It has many advantages: a high spatial resolution and high reliability,
and it can analyze the response to taste, smell, and hearing. And information about individuals and the general information
is speedy. One of the disadvantages is that the double meaning of certain expressions can be a significant obstacle, and
only one person can conduct the research. These two tools were used in combination to determine consumer behaviour
when watching an advertising spot (Santos et al., 2015, 2020).

Sensory marketing also uses these tools (Alhazmi & Khan, 2021). Sensory marketing is a product or service promotion
that improves the consumer experience using all five senses (taste, smell, sight, hearing, and touch). These human senses
subsequently generate a specific focus in connection with marketing. The sense of smell is a focus of "aroma marketing"
(Bercik et al., 2021), the taste is used in "taste marketing" (Liang et al., 2016), "audio marketing" focuses on hearing
(Malenkaya & Andreyeva, 2016), sight forms "visual marketing" (Zhang et al., 2020), and "haptic marketing" study and
use the sense of touch (Rodriguez et al., 2017). This new marketing strategy influences consumers' subconscious and
individual senses, perceptions, and behaviour (Krishna, 2012). Kalenskaya (2019) refers to sensory marketing as a low-
cost sales promotion tool, which is very effective in increasing profits. However, Gajewska (2019) mentions that
effectiveness only occurs when individual sensory attributes evoke positive sensory experiences. Gosal et al. (2021) points
out that "suitability" is individually distinctive and depends more on sensory experiences that decide whether a given
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consumer will have positive sensory experiences or not. At the same time, they profoundly influence the resulting
consumer purchase decision.

Literature review methodology

The following literature review was conducted to explore the background and research developments related to the
use of neuromarketing and sensory marketing in tourism. Google Scholar platform was used for searching and selecting
relevant articles, with preference given to those articles specifying the practical application of neuromarketing in the field
tourism and destination management. The keywords we used for the search include neormarketing, sensory marketing,
neuroscience, sound, smell, touch, sight, taste, aroma, facereader, MRI, EEG, tourism, destination management, and
travel. Various iterations of keywords and their combinations were used. We examined over 62 articles focused on
neuromarketing and sensory marketing in tourism in English language from years 1998 to 2022 based on their relevance
and the number of citations. Through the following literature research we gained a comprehensive knowledge of the
aspects of neuromarketing in tourism and previous neuromarketing research approaches. This allowed us to determine
significant research gaps before designing and conducting our own experimental neuromarketing research in the field.

2.1 Neuromarketing research in tourism

Using neuromarketing technologies in tourism research helps identify those sensory patterns significant for
communicating a destination brand (Gretzel & Fesenmaier, 2003). They offer the insight necessary for optimising the
destination offer for potential visitors' ideal perception. Karremans, Stroebe & Claus (2006) fully trust the data collected
via this novel conceptual approach for their reliability and unbiased nature. Javor et al. (2013) favour an MRI for tourism
research. Seri¢ et al. (2015) explain: "when a prospective tourist understands the characteristics of the brand's destination
offer, lateral prefrontal cortex is activated. (...) brain's reaction is based on all of the information known regarding the
destination. This (...) is responsible for the (...) process of destination selection. It is primarily based on the person's own
experiences, memories and associations relating to the destination brand. The medical practice confirms that
associativeness of the brand can be measured using an MRI technique"”. Bastiaansen et al. (2018) prefer the EEG, which
also presents an option for a deeper insight into consumers' unconscious perception of marketing messages and other
materials. The EEG allows the researchers to record brain reactions at high speed while participants observe the stimuli
in a more natural environment (compared to the MRI). FaceReader™ software is also valuable for analysing emotional
arousal by detecting research participants' facial expressions. The movements of the participant's face combine into seven
specific detectable emotions: natural, happiness, sadness, anger, fear, disgust, and surprise (Zaman & Shrimpton-Smith,
2006). Lee et al. (2014) find that a within-participant neuromarketing research design allows for assessing the impact of
marketing materials on the change of perception of the destination. Seri¢ et al. (2015) warn that using neuromarketing
data singularly may not result in a relevant and comprehensive understanding of the destination brand's positioning.
Instead, they call for an integrated approach of standard and novel neuromarketing methods in tourism research.

2.2 Sensory marketing in tourism

The satisfaction of all senses is crucial in the act of consumption. The rise of sensory marketing follows the
development and alliance of neuroscience, psychology and marketing research with stimulating experimental outcomes
(Krishna, 2010). Tourism presents a principal example of consumption experience (Woodside et al., 2000) where the
customers came to expect intense or unusual experiences of services and not only the product or service itself (Holbrook,
1999).

The focus on sensory experiences, both in experiencing the destination itself and in its marketing, is crucial to increase
overall tourist satisfaction. Achieving positive gratification through sensory experience can happen pre-visit, during, or
even after the visit by seeing, smelling, touching, tasting and hearing. Every human sense taken into account in destination
marketing impacts how the tourist perceives and remembers the destination image (Abd Rahman, Khalifah & Ismail,
2017). Urry (2002) created the concept of the Tourist Gaze: sightseeing and other tourism activities bring delightful and
memorable experiences by gazing at "landscapes, people, sights and weather" (Gibson, 2012). Urry and Larsen (2011)
further modified this concept by adding that: "in almost all situations different senses are inter-connected with each other
to produce a sensed environment of people and objects distributed across time and space. There are not only landscapes
(and visual townscape), but also associated 'soundscapes,’ ‘'smellscapes,' 'tastescape,’ and geographies of touch™. All the
sensory elements combined form a 'tourism space' for savouring the destination holistically (Lew, 2002). Pine and
Gilmore (1998) encourage service providers to construct products that enhance customers' sensory encounters to make
their experiences memorable. They propose the clients' emotional, physical, intellectual, and spiritual engagement by
stimulating various human senses while interacting with products or services. The titillation of all of the visitors' senses
influences their perception of the destination, preferences and behaviour (Krishna, 2010). Agapito et al. (2012) suggest
that intentional sensory marketing can intensify tourists' contentment, loyalty and remembrance by effectively designing,
communicating and branding tourist experiences (Morgan, Elbe & de Esteban Curiel, 2009).
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Many scholars have examined the character and effects of sensory marketing. Agapito et al. (2014) have decoded the
sensory classification of destinations comprising beach vacations, rural getaways, immersing in nature and balanced
experience in the country. Based on their findings, extensive strategic marketing plans may be developed for specific
attractions. Franklin & Crang (2001) understand the tourist experience as a physical and sensory encounter of the tourist
and the spaces through which they move. An engaging research points toward a stronger purchase intention after
experiencing a visual sensation that compels the customers to touch displayed products (Hultén, 2012). Oh et al. (2007)
offer a tourism experience measurement approach considering education, aesthetics, entertainment, escapism, arousal,
memory, overall perceived quality, and customer satisfaction. The component of "aesthetics" is devised to appraise
sensory incitements (Agapito, 2012). The consumption experience, according to Mossberg (2007), consists not only of
personnel conduct, the sufficiency of products or crowding but also of relevant stimulation of the five senses. Dann &
Jacobsen (2003) further focus their research on the olfactory experience, Hashimito & Telfer (2006) study the gustatory
aspects of tourism, and Gibson & Connell (2007) delve into the auditory complements of tourism geography.

Sensory techniques have been used creatively and widely to gain a competitive advantage in tourism and hospitality.
Establishments have long used sound (e.g., live music) to attract customers. A sensory experience was created during a
dark restaurant concept, where the darkness is meant to stimulate the remaining senses. Sdo Paulo offers a whole tourism
product, a "map of sensations", focused on sensory and emotional elements of attractions (Agapito et al., 2012).

2.3 The use of sensory marketing and neuromarketing tools by a destination organisation

Destination marketing organisations (DMOs) are competitive bodies that organise all the products and services offered
in the destination and deliver them to businesses or end customers. The usual tasks of the DMO include primarily
marketing and promoting a destination (Hanna et al., 2018) while also productively managing, planning, operating and
monitoring everyday tourism activities (Hounnaklang, 2016). Crompton (1979) defined destination image as the entirety
of beliefs, notions and convictions about the destination that its visitors, potential visitors and residents (Stylidis, Sit, &
Biran, 2014) hold. A favourable or unfavourable destination image defines behaviour such as visit or recommendation
intentions (Josiassen, Assaf, Woo, & Kock, 2015). Abd Rahman et al. (2017) stress the value of incorporating sensory
elements to enhance the destination image by destination managers. Serié et al. (2015) promote the application of sensory
marketing and neuromarketing in brand management, specifically in destination image and positioning. They base brand-
positioning efforts on successful differentiation from the competition and find insight into the customers'
subconsciousness very beneficial. The outcomes of neuromarketing research data collected at the precise moment of
perceiving promotional media can become a foundation for implementing the correct destination demand elements for
global brand positioning (Lindstrom, 2008) and brand differentiation (Markgraf, Scheffer & Pulkenat, 2012).

2.4 Existing neuromarketing research

Korenkova et al. (2020) investigated respondents' opinions (emotions) about the presented communication proposals.
The use of neuromarketing tools, combined with traditional marketing research tools, are used in their article to
comprehensively obtain data to improve companies' success in a highly competitive environment. The conclusions of the
research prove that the resulting data provided more options on how existing marketing strategies can be changed to be
more effective (save money, and time, attract consumers based on positive emotions). De-Frutos-Arranz & Blasco (2022)
confirm that consumer emotions and their disclosure are vital to designing and implementing effective marketing
communication forms. Gaafar & Al-Romeedy (2022) found that incorporating neuromarketing into a destination's
marketing strategy provides a comprehensive picture of the destination and shows new avenues for strategy development
(such as product development). Mengual-Recuerda et al. (2020) investigated the influence of various stimuli in
gastronomy (food presentation, design, taste, and food service) using a combination of neuro-tools and traditional
marketing research tools. It has been found that the design and presentation of food are crucial for creating consumer
interest. Although, Picha et al. (2018) did not directly examine the effect of neuromarketing on local food, their article
gave rise to the idea of our next focus, for the support of local food is important for the destinations and, for example, the
use of sensory marketing could help this. Giraldi et al. (2022) investigated multi-sensory stimuli (sight, smell, taste,
hearing and touch) to achieve a greater intensity of the tourist experience of the visited destination.

Several experimental projects in tourism research have been conducted with the help of neuromarketing tools in the
last decade. Bastiaansen et al. (2018) analysed participants' emotional responses by measuring the ERP component
changes, showing them destination marketing materials complemented by (or lacking) a clip from a popular movie with
destination-promoting content. Boz et al. (2017) examined the effect various approaches to pricing had on customers
using numerous tools, including positron emission tomography, magnetoencephalography, eye tracking, facial coding
system, and galvanic skin response. Boz & Yilmaz (2017) measured the influence of attractiveness of job candidates on
recruiting managers using a neurological data gathering tool, the Eye Tracker. Murakami et al. (2021) conducted an
experiment analysing the influence of photographs and videos of scenery on stimulating tourists’ interests in visiting
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Japan by recording the brain activity of subjects, which is monitored by using near-infrared spectroscopy (NIRS) and
evaluated for each image using Semantic Differential (SD) method. Zurawicki (2010) used scanpaths and saccades when
exploring the browsing habits of the visitors of tourism websites to make sense of how they perceived them. Finally,
Hadinejad et al. (2019) assessed the emotional impact of the different background sounds of three Iranian tourism
advertisements using a FaceReader™, skin conductance, self-report surveys and interviews.

3 Discussion

Based on the above literature review, the use of neuromarketing tools is under-researched in the field of tourism, and
there are many research gaps. The following is an overview of several possible methodological approaches to
understanding the tourism consumer's emotions and decision-making processes with the help of neuromarketing.

It is possible to consider the given topic from several points of view. The first thing to mention is the marketing point
of view, from which it is possible to assess, for example, the designs of printed information materials of destination
organisations or individual businesses regarding the effect on emotions (from the point of view of visual stimulus). It
would also be possible to assess proposals for e-communication outputs (social networks, web, and reservation systems).
Furthermore, it could be valuable to examine emotions when dealing with clients in the tourism industry in business-to-
business (B2B) and business-to-consumer (B2C) proceedings. Testing the difference in the perception of emotions in the
case of the B2B and B2C sectors would yield valuable data.

A managerial perspective with a personnel orientation presents another possibility for neuromarketing research. The
employee perception of changes to various stimuli (for example, uniforms, workplace equipment, and work tasks) or
general personnel evaluation might be assessed. The management could specifically benefit from uncovering the
employees' perception of the work environment as a tool for understanding their needs.

Neuromarketing tools could also be used from the point of view of operations in the tourism industry for the
examination of architectural designs of interiors of individual tourism businesses with an emphasis on design (hotel
lobbies, hotel rooms, catering facilities, info centres), assessment of new building designs or reconstruction or
visualisation of planned tourism products by experts and public. More specifically, the research might focus on examining
the emotions of guests when they enter hotel rooms or the design of food and beverage service and whether the food and
beverage arrangement is essential and influences the enjoyment of food and beverages or not. Another possibility could
be the application of sensory marketing, and its individual stimuli, and neuromarketing tools to strengthen the local foods
of a given destination. Furthermore, examining the perception of individual monuments in a specific destination by chosen
visitor segments for effective targeted communication would be beneficial.

Finally, evaluating the influence of various stimuli in a destination (music, videos/images, smells) on end
consumers' emotions would prove a curious intersection of sensory marketing and neuromarketing research. Comparing
the experience of tourism activities with and without materials offered by the destination would comprise an exciting
destination management research. Such an examination might provide insight into various forms of supporting
marketing and educational materials and their importance regarding the final effectiveness and consumer decision.

These research proposals have not yet been addressed in the available literary sources.

4 Conclusions

In this paper, we have discussed possible methodological approaches to neuromarketing research in tourism. First, we
conducted a systematic review of the existing literature on neuromarketing and sensory marketing, followed by a report
on the current state of knowledge of sensory marketing and neuromarketing research in the tourism industry. Many
possible approaches to tourism research using neuroscientific tools have been proposed and confronted with the existing
scientific literature.

Nevertheless, the mentioned literature cannot be generalized and categorized for it is impossible to find connections
between a specific solved problem in the field of tourism, and specific neuroscientific tools, whose choice largely depends
on what neuroscientific tools are available to the researchers at the time. In a fully equipped laboratory, a combination of
several tools can be used for research and to obtain more data and more complex and comprehensive results; that is,
however, still exceedingly rare. Usually, the researcher uses only one neuroscientific tool.

As part of a detailed analysis of the available literature in the field of neuromarketing and sensory marketing in the
tourism industry, our effort was to find an approximate match between the research problem and the selected
neuroscientific tool from said literature. For evaluating marketing promotional proposals (photos, videos, websites,
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placement of tourist advertisements, perception of the image of a selected destination based on the design elements of
destination advertisements) Facereader, EEG, and Eye Tracking is used the most. Eye Tracking is also appropriate for
gaining insight into the choice of specific advertisement design, positioning of text, photos, and videos that are attractive
for tourists. Contrastly, thanks to Facereader, it is possible to evaluate complex emotions from the facial expressions of
the observed subject from the entire time of observation of a given marketing stimulus (website, advertisement,
advertisement placement), and it is also possible to evaluate the individual percentage representation of emotions in
specifically selected periods (in a few seconds). EEG is the tool to measure electrical impulses in the brain using electrodes
sticking to the research participant's head. EEG can quickly determine the level of calmness and agitation. These methods
and their combination are used to provide different information, more specific findings, and suggest changes more goal-
setting (e.g. increase tourist satisfaction, or increase the potential number of visitors to the given destination). In the field
of gastronomy and hospitality, there was the more frequent use of the already mentioned Facereader, EEG, and also the
sensing of galvanic skin reactions (electrodermal reaction, EDR). EDR measures the various electrical conductivity of
skin caused by the reaction to external and internal stimuli. The internal stimulus means e.g. response to the taste of food.
External stimulus is reactions, e.g.,to the design of the plate and the presentation of food or the perception of the behavior
of waiters. In the future, we will select from the possible methods of neuromarketing research that have used only the
Facereader tool that our research team has in disposal. First possible specific research area could be the designs of printed
information materials of destination organizations and their effect on emotions (from the point of view of visual stimulus),
or assessment of proposals for e-communication outputs (social networks, web, and reservation systems). Practically
applicable goals will be identified based on interviews with representatives of the destination management organization.
This will be followed by empirical research in cooperation with selected destination organizations.

References

Abd Rahman, N. H.; Khalifah, Z., & Ismail, H. (2017). Addressing the Importance of the Sensory Aspect in Tourism
Studies-A Literature Review. Advanced Science Letters, 23. DOI: 10.1166/asl.2017.7690

Agapito, D.; Pinto, P., & Mendes, J. (2012). Sensory Marketing and Tourist Experiences. Discussion Papers - Spatial
and Organizational Dynamics, 10(7). DOI: 10.1016/j.tourman.2013.11.011

Agapito, D.; Valle, P., & Mendes, J. (2014). The sensory dimension of tourist experiences: Capturing meaningful sensory-
informed themes in Southwest Portugal. Tourism Management, 42.

Alhazmi, A., & Khan, S. (2021). The role of sensory marketing in influencing the consumers’ purchase
patterns. Paldrch’s  Journal of  Archaeology of Egypt /  Egyptology, 18(16), 356-366.
https://www.archives.palarch.nl/index.php/jae/article/view/8193

Alsharif, A., Salleh, N.Z.M., Pileliene, L., Abbas, A.F., & Ali, J. (2022). Current Trends in the Application of EEG in
Neuromarketing: A Bibliometric Analysis. Scientific Annals of Economics and Business, 69(3). DOI: 10.47743/saeb-
2022-0020.

Baraybar-Fernandez, A., Banos-Gonzalez, M., Barquero-Perez, O., Goya-Esteban, R., & Morena-Gomez, A. (2017).
Evaluation of Emotinal Responses to Television Advertising through Neuromarketing. Media Education Research
Journal, vol. 25(2). DOI: 10.3916/C52-2017-02

Bartl, H., & Schmidt, F. (1998). Destination management. Wien: Institut fiir Regionale Innovation.

Bastiaansen, M.; Straatman, S.; Driessen, E.; Mitas, O.; Stekelenburg, J., & Wang, L. (2018). My destination in your
brain: A novel neuromarketing approach for evaluating the effectiveness of destination marketing. Journal of
Destination Marketing & Management, 7. DOI: 10.1016/j.jdmm.2016.09.003

Ber¢ik, J., Paluchova, J., Galova, J., Neomaniova, K., & Hladikova, L. (2018). Aroma Marketing - a Modern Marketing
Phenomenon. International Scientific Days 2018. Towards Productive, Sustainable and Resilient Global Agriculture
and Food Systems: Proceeding. [cit. 2021-12-15]. DOI: 10.15414/isd2018.s2-3.02

Berc¢ik, J., Neomaniova, K., Mravcova, A., & Galova, J. (2021). Review of the Potential of Consumer Neuroscience for
Aroma Marketing and Its Importance in Various Segments of Services. Applied Sciences, 11.
https://doi.org/10.3390/app11167636

Bockova, K., Skrabankova, J., & Hanak, M. (2021). Theory and Practice of Neuromarketing: Analyzing Human Behavior
in Relation to Markets. Emerging Science Journal, 5(1), 44-56. [cit. 2021-12-15]. DOI: 10.28991/esj-2021-01256

Boksem, M.A.S., & Smidts, A. (2015). Brain Responses to Movie Trailers Predicts Individual Prefernces for Movies and
Their Population-Wide Commercial Success. Journal of Marketing Research, 52(4). DOI: 10.1509/jmr.13.0572

Boz, H.; Arslan, A., & Koc, E. (2017). Neuromarketing aspect of tourism pricing psychology. Tourism Management
Perspectives, 23. DOI: 10.1016/j.tmp.2017.06.002

Boz, H.; & Yilmaz, O. (2017). An eye tracker analysis of the influence of applicant attractiveness on employee
recruitment process: a neuromarketing study. Ecoforum Journal, 6(1).

26


https://www.archives.palarch.nl/index.php/jae/article/view/8193
https://doi.org/10.3390/app11167636

Crompton, J. L. (1979). An Assessment of the Image of Mexico as a Vacation Destination and the Influence of
Geographical Location Upon That Image. Journal of Travel Research, 17(4). DOI: 10.1177/004728757901700404

Cuns, M.C., Pollan, M.E.M., & Amboage, E.S. (2019). The Generation of Experiences as a Differentiating Strategic
Factor in the Design of Products: An Approach from Neuromarketing. 14th Iberian Conference on Information
Systems and Technologies (CISTI), 1-5. [cit. 2022-08-03]. DOI: 10.23919/CISTI.2019.8760642

Dann, G., & Jacobsen, S. (2003). Tourism smellscape. Tourism Geographies, 5 (1).

De-Frutos-Arranz, S., & Blasco, M.F. (2022). The State of the Art of Emotional Advertising in Tourism: A
Neuromarketing Perspective. Tourism Review International, 26(2), 139-162. DOI
10.3727/1544277221X16317419620246.

Dursun, M., & Goker, N. (2018). An Integrated Fuzzy Decision Framework for Neuromarketing Technology Selection
Problem. International Conference on Theory and Applications of Fuzzy Systems and Soft Computing (ICAFS 2018),
195-200. DOI: 10.1007/978-3-030-04164-9_27

Franklin, A., & Crang, M. (2001). The trouble with tourism and travel theory. Tourist Studies, 1(1).
DOI:10.1177/146879760100100101

Gajewska, P. (2019). Sensory Marketing as a Form of Impact on Consumers on the Example of the Catering Industry.
Academia, 506-517

Garczarek-Bak, U., Szymkowiak, A., Gaczek, P., & Disterheft, A. (2021). A comparative analysis of neuromarketing
methods brand purchasing predictions among young adults. Jornal of Brand Management, 28, 171-185.
DOI:10.1057/s41262-020-00221-7

Gill, R., & Singh, J. (2022). A Proposed LSTM_Based Neuromarketing Model for Consumer Emotional State Evaluation
Using EEG. Wiley Online Library. DOI: 10.1002/9781119792437.ch8

Gkaintatzis, A., van dee Lubbe, R., Karantinou, K., & Constantinides, E. (2019). Consumesr’ Cognitive, Emotional and
Behavioral Responses towards Background Music: An EEG Study. In: Bozzon, A., Mayo, F.D. & Filipe, J., ed.
Webist: Proceedings of the 15th International Conference on Web Information Systems and Technologie, 314-318.
DOI: 10.5220/0008346603140318.

Gibson, C. (2012). Geographies of tourism: Space, ethics and encounter. The Routledge Handbook of Tourism
Geographies.

Gibson, C., & Connell, J. (2007). Music, tourism and the transformation of Memphis. Tourism geographies, 9(2).

DOI: 10.1080/14616680701278505

Golnar-Nik, P., Farashi, S., & Safari, M.S. (2019). The applicaton of EEG power for the prediction and interpretation of
consumer decision making: A neuromarketing study. Physiol Behav. Epub. DOI: 10.1016/j.physbeh.2019.04.025

Giraldi, L., Sestino, A., & Cedrola, E. (2022). Emotional Analysis in Designing Tourism Experiences Through
Neuromarketing Methods: The Role of Uncontrollable Variables and Atmosphere: A Preliminarily Study.
International Journal of Marketing Studies, 14(1).

Gosal, G.G., Febry, C.T., & Vincent, F. (2021). The Relationship Between Sensory Marketing, Packing, and Purchasing
Decision (a Study of Coffesia’s Coffee Product). Universitas Ciputra. http://dspace.uc.ac.id/handle/123456789/3479
DOI: 10.18502/kss.v5i5.8814

Gretzel, U., & Fesenmaier, D. (2003). Experience-based Internet Marketing: An Exploratory Study of Sensory
Experiences Associated with Pleasure Travel to the Midwest United States. In: Frew, A.; Hitz, M. & O’ Connor, P.
Information and Communication technologies in Tourism 2003. Springer Verlag, Viena, Austria. DOI: 10.1007/978-
3-7091-6027-5_6

Hadinejad, A., Moyle, B.D., Scott, N., & Kralj, A. (2019). Emotional responses to tourism advertisements: the application
of Facereader. Tourism Recreation Research, vol. 44(1). DOI: 10.1080/02508281.2018.1505228

Hakim, A., Klorfeld, S., Sela, T., & Friedman, D. (Eds). (2020). Machines learn neuromarketing: Improving preference
prediction from self-reports using multiple EEG measures and machine learning. International Journal of Research
in Marketing, 38(3), 770-791. [cit. 2021-12-15]. DOI: 10.1016/j.ijresmar.2020.10.005

Hanna, P.; Font, X.; Scarles, C.; Weeden, C., & Harrison, C. (2018). Tourist destination marketing: From sustainability
myopia to  memorable  experiences. Journal ~ of  Destination = Marketing &  Management, 9.
DOI:10.1016/j.jdmm.2017.10.002

Hapenciuc, C.V., Stanciu, P., & Bejinaru, R. (2019). Business Neuromarketing Strategies in the Knowledge Economy.
Stategica, 434-444.

Hellenkemper, M. (2017). Emotional Vs Rational Purchases — How Social Media Triggers Consumers’ Buying
Decisions. Business 2 Community. [cit. 2021-12-15]. https://www.business2community.com/instagram/emotional-
vs-rational-purchases-social-media-triggers-consumers-buying-decisions-01867915

Holbrook, M. (1999). Consumer Value — A Framework for Analysis and Research. Routledge, London.

27


http://dspace.uc.ac.id/handle/123456789/3479
https://doi.org/10.1016/j.ijresmar.2020.10.005
https://www.business2community.com/instagram/emotional-vs-rational-purchases-social-media-triggers-consumers-buying-decisions-01867915
https://www.business2community.com/instagram/emotional-vs-rational-purchases-social-media-triggers-consumers-buying-decisions-01867915

Hounnaklang, S. (2016). Concepts, issues and the effectiveness of alternative tourism management in Thailand: A case
study of Plai Pong Pang Homestay, Amphoe Ampawa, Samut Songkram Province. International Journal of Arts &
Sciences, 9(3).

Hultén, B. (2012). Sensory Cues and Shoppers' Touching Behaviour: The Case of IKEA. International Journal of Retail
& Distribution Management, 40(4). DOI: 10.1108/09590551211211774

Hadinejad, A.; Moyle, B. D.; Kralj, A., & Scott N. (2019). Physiological and self-report methods to the measurement of
emotion in tourism. Tourism Recreation Research, 44(4). DOI:10.1080/02508281.2019.1604937

Hashimoto, A., & Telfer, D. J. (2006). Selling Canadian culinary tourism: Branding the global and the regional
product. Tourism Geographies, 8(1). DOI:10.1080/14616680500392465

lloka, B.C., & Anukwe, G.I. (2020). Review of eye-tracking: A neuromarketing techniquevol. Neuroscience Research
Notes, 3(4). DOI: 10.311117/neuroscirn.v3i4.61

Javor, A.; Koller, M.; Lee, N.; Chamberlain, L., & Ransmayr, G. (2013). Neuromarketing and consumer neuroscience:
contributions to neurology. BMC Neurology. DOI:10.1186/1471-2377-13-13

Josiassen, A.; Assaf, A. G.; Woo, L., & Kock, F. (2015). The Imagery — Image Duality Model: An Integrative Review
and Advocating for Improved Delimitation of Concepts. Journal of Travel Research, 55(6).
DOI:10.1177/0047287515583358

Kalenskaya, N.V., & Mukhadisova, R.F. (2019). Methods Of Sensory Marketing: Experience Of Russian Retail.
GCPMED 2018 - International Scientific Conference "Global Challenges and Prospects of the Modern Economic
Development. [cit. 2022-08-03]. DOI:10.15405/epsbs.2019.03.68

Karremans, J.K.; Stroebe, W., & Claus, I. (2006). Beyond Vicary's fantasies: The impact of subliminal priming and brand
choice. Journal of experimental social psychology, 42. DOI:10.1016/j.jesp.2005.12.002

Khurana, V., Gahalawat, M., Kumar, P., & Roy, P. (2021). A Survey on Neurmarketing using EEG Signals. IEEE
Transactions on Cognitive and Developmental Systems, 99. DOI 10.1109/TCDS.2021.3065200

Korenkova, M., Maros, M., Levicky, M., & Fila, M. (2020). Consumer Perception of Modern and Traditional Forms of
Advertising. Sustainability, 12(23). DOI 10.3390/su12239996.

Krishna, A. (2010). Sensory Marketing. Routledge, New York. DOI: 10.4324/9780203892060

Krishna, A. (2012). An integrative review of sensory marketing: Engaging the sense to affect perception, judgment, and
behaviour. Journal of Consumer Psychology, 22(3), 332-351. [cit. 2022-08-03].
https://www.sciencedirect.com/science/article/abs/pii/S1057740811000830

Lee, B.; Lee, C. K., & Lee, J. (2014). Dynamic Nature of Destination Image and Influence of Tourist Overall Satisfaction
on Image Modification. Journal of Travel Research, 53(2).

Levallois, C., Smidts, A., & Wouters, P. (2019). The emergence of neuromarketing investigated through online public

communications (2002-2008). Business History, 63. [cit. 2022-08-03].
https://doi.org/10.1080/00076791.2019.1579194
Lew, A A (2002). Internationalising tourism geographies. Tourism Geographies, 4(3).

DOI:10.1080/14616680210147391

Liang, Y.J., Zheng, X.L., Zeng, D.D., & Zhou, X.S. (2016). Impact of Flavor on Electronic Cigarette Marketing in Social
Media. In: Zheng, X., Zeng, D.D., Chen, H., & Leischow, S.J., ed. Lecture Notes in Computer Science, 9545, 278-
283. DOI: 10.1007/978-3-319-29175-8_26

Lindstrom, M. (2008). Buyology: truth and lies about why we buy. Crown Business, New York.
Malenkaya, Y., & Andreyeva, A. (2016). Fashion and audio branding: The analysis and interpretation of luxury fashion
marketing concepts. Journal of Global Fashion Merketing, 7(4), 291-304. DOI: 10.1080/20932685.2016.1198238
Markgraf, I.; Scheffer, D., & Pulkenat, J. (2012). The needs of package tourists and travel agents — Neuromarketing in
the tourism sector. Trends and Issues in Global Tourism. DOI: 10.1007/978-3-642-27404-6_8

Mashrur, F.R., Rahman, K.M., Miya, M.T.l., Vaidyanathan, R., Anwar, S.F., Sarker, F., & A Mamum, K. (2022). An
intelligent neuromarketing system for predicting consumers™ future choice from electroencephalography signals.
Physiol Behav. Epub. DOI: 10.1016/j.physbeh.2022.113847.

Mclnnes, A., Sung, B., & Hooshmand, R. (2022). A practical review of electroencephalography’s value to consumer
research. Sage Journals. DOI: 10.1177/147078532211126

Mengual-Recuerda, A., Tur-Vines, V., & Juarez-Varon, D. (2020). Neuromarketing in Haute Cuisine Gastronomic
Experiences. Neuromareting and Organizational Cognitive Neuroscience, DOI: 10.3389/fpsyg.2020.01772

Morgan, M.; Elbe, J., & de Esteban Curiel, J. (2009). Has the experience economy arrived yet? The views of destination
managers. International Journal of Tourism Research, 11(2). DOI: 10.1002/jtr.719

Morin, C. (2011). Neuromarketing: The New Science of Consumer Behavior. Symposium: Consumer Culture in Global
Perspective, Society, 48, 131-135. DOI: 10.1007/s12115-010-9408-1

Mossberg, L. (2007). A Marketing Approach to the Tourist Experience. Scandinavian Journal of Hospitality and Tourism,
7(1). DOI: 10.1080/15022250701231915

28


http://dx.doi.org/10.15405/epsbs.2019.03.68
https://www.sciencedirect.com/science/article/abs/pii/S1057740811000830
https://doi.org/10.1080/00076791.2019.1579194

Mufudza, T. (2018). Dynamic Strategy in Turbulent Business Environment. Strategic Management: a Dynamic Vie, 11-
20. DOI: 10.5772/intechopen.81250

Murakami, K.; Yamazaki, A.; Takahashi, R.; Kowata, K.; Ding, J.; Anuardi, M.; Yoshikawa, K. & Waki, K. (2021).
Preliminary examination of scenery images for tourism promotion using a neuromarketing approach. Journal of
Global Tourism Research, 6, 45-54. DOI: 10.37020/jgtr.6.1_45

Nadayiova, M. (2015). The Perception of the Neuromarketing by the Slovak Customers and its Influence on their
Purchasing Behaviour. In: Matus, J. & Petranova, D., ed. Marketing Identity: Digital Life, PT II.

Nogueira, M.C., & Madaleno, M. (2021). New evidence of competitiveness based on the global competitiveness index.
Economics Bulletin, AccessEcon, 41(2), 788-797.

Oh, H., Fiore, A. M., & Jeoung, M. (2007). Measuring Experience Economy Concepts: Tourism Applications. Journal
of Travel Research, 46(2). DOI: 10.1177/0047287507304039

Picha, K., Navratil, J., & Svec, R. (2018). Preference to local food vs. Preference to “national” and regional food. Journal
of Food Products Marketing, 24(2), 125-145. DOI: 10.1080/10454446.2016.1266549

Pileliene, L. (2011). Neuromarketingo principai ir nauda organizacijoms: teorinis aspektas. Management theory and
studies for rural business and infrastructure development, 5(29).

Pine, J. B., & Gilmore, J. H. (1998). Welcome to the experience economy. Harvard Business Review 76(4).

Rodrigues, T., Silva, S.C., & Duarte, P. (2017). The value of textural haptic information in clothing shopping. Journal of
Fashion Marketing and Management, 21(1), 88-102. DOI: 10.1108/JFMM-02-2016-0018

Santos, R.0.J., Oliveira, J.H.C., Rocha, J.B., & Giraldi, J.M.E. (2015). Eye Tracking in Neuromarketing: A Research
Agenda for Marketing Studies. International Journal of Psychological Studies, 7(1). DOI:10.5539/ijps.v7n1p32

Seri¢, Neven and Juri§i¢, Marijana and Petri¢evi¢, Duje. (2015). Neuromarketing Potential for Tourist Destination Brand
Positioning (April 27, 2015). Tourism in Southern and Eastern Europe, 3, 3rd International Scientific Conference
Tourism in Southern and Eastern Europe 2015.

Stylidis, D.; Sit, J., & Biran, A. (2016). An Exploratory Study of Residents’ Perception of Place Image: The Case of
Kavala. Journal of Travel Research, 55(5). DOI: 10.1177/0047287514563163

Urry, J. (2002). The Tourist Gaze. SAGE Publications.

Urry, J., & Larsen, J. (2011). The Tourist Gaze 3.0. SAGE Publications. DOI1:10.4135/9781446251904

Woodside, A.; Crouch, G.; Mazanec, J.; Opperman, M., & Sakai, M. (2000). Consumer Psychology of Tourism,
Hospitality and Leisure. CABI Publishing, Wallingford, UK. DOI: 10.1079/9780851993225.0000

Yoon, C., Gonzalez, R., Bechara, A., Berns G.S., Dagher, A.A., Dubé, L. (Eds.). (2012). Decision neuroscience and
consumer decision making. Marketing Letters, 23, 473-485.D01:10.1007/s11002-012-9188-z

Zaman, B., & Shrimpton-Smith, T. (2006). The FaceReader: Measuring instant fun of use. Proceedings of the fourth
Nordic conference on human-computer interaction, Oslo, Norway: ACM Press. DOI:10.1145/1182475.1182536

Zhang, F., Lan, C.Q., Wang, T., & Gao, F. (Eds.). (2020). Research on Visual Performance Evaluation Model of E-
commerce Website. Proceedings of the 15th IEEE Conference on Industrial Electronics and Applications (ICIEA
2020), 1075-1080, DOI:10.1109/ICIEA48937.2020.9248390

Zurawicki, L. (2010). Neuromarketing: Exploring the brain of the consumer. Springer Science & Business,
DOI:10.1007/978-3-540-77829-5

29


https://ideas.repec.org/s/ebl/ecbull.html

Building of strong brands with emphasis on branding of tourism
destination

Jitka Zikmundovat!
DOI: 10.32725/978-80-7394-976-1.05

Abstract: The topic of this paper is the research of professional journals, reference books,
published papers as well as study of best practice of building the strong brands. The key
question is how to define a strong brand, from which values the strong brand has been for-
med and which factors create strong brands. The main point of interest is the branding of
tourism destination and how are the standard modern branding strategies useable for it. De-
stinations brands have very specific characteristics, they are based on historical name of the
location and are usually public property. This paper deals with the question which branding
factors are most important for the strong brand of tourisms destination. As a example had
been evaluated two successful destinations Austria and Upper Austria and their approach to
branding management. The research will be used as the basis of analysis of other destinations
in dissertation ,,The marketing of tourism services with the accent of destination branding®.
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1 Introduction

The need for branding has been influenced by the globalisation and internationalisation of markets, strong competition
and social changes emphasizing environmental and social responsibility of actors. Virtually everything on the market is
branded, these days. A strong brand is a prerequisite for competitiveness and success in any industry, including tourism
in case of destinations. Building a strong brand is a strategic process with a long-term perspective and a continuous one,
as the brand must respond to ongoing changes. The main objective of building a strong brand is to position the product
in the market, differentiate it from competitors and gain market share. Experienced marketing managers know that build-
ing a strong brand is not just about a graphic symbol and a verbal slogan. The brand must embody trust, reputation and a
certain excellence.

2 Tourism brand and destinations

According to the American Marketing Association (AMA), a brand is a name, title, symbol, graphic image, or combina-
tion that identifies the product of an entity distinguishing it from a product of another entity, i.e., a its competitor. It is not
enough just to create a word slogan or a graphic symbol; a brand must embody trust, reputation and a certain excellence.
Vysekalova (2020) reflects on the brand as a part of the corporate identity stating that “the logo is a part of the brand” in
relation to the importance of the logo for corporate identity. For her definition of a brand see figure 1.

1 University of South Bohemia in Ceské Bud&jovice, Faculty of Economics, Studentska 787/13, 370 05 Ceské Budéjovice, Czech
Republic, jitkazikmundova@yahoo.com
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Figure 1 Brand definition
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Keller (2007) deals with two views of a brand — a view of a customer and a view of an organization:

A brand provides the customer with information allowing him/her to make a quick decision, saves time and energy
spent on searching for a suitable product and reducing the risk of buying a wrong product. A brand informs about the
manufacturer, the quality standard and the product characteristics. A customer expects “his/her” brand to meet his/her
requirements and gives trust, sometimes even loyalty, to the brand.

A brand allows an organisation to differentiate (differentiate itself from its competitors) and diversify the product
(creating quality and price levels of brands). It also enables legal protection of unique product characteristics (e.g., local
product, intellectual rights). The brand is a competitive advantage, it signals a quality standard when a satisfied customer
chooses the product again and the organisation can better anticipate and plan its activities in the market. It is a marketing
tool for communicating with customers, but also with partners, suppliers and the general public. A strong brand is a source
of financial security and return (in some industries, the value of the brand may represent a high percentage of the organ-
isation's assets, exceeding the value of tangible assets, or the organisation may only own the brand while the products
themselves are manufactured by another company).

Strong brands are an important part of international marketing and strengthen an organisation's position in
the global marketplace. Machkova (2015) even speaks of strategic international brand management of a brand as a
major prerequisite for an organisation's success in international markets: “International marketing must rely on a very
good knowledge of the target groups in foreign markets and must meet the prerequisites: Matching the organisation's
capabilities and competencies with the brand image, defining main benefits and advantages of the product and brand for
a given market, meeting expectations of customers in the market and their perceptions of the country of origin and the
relationship with foreign brands, clearly communicating the brand's advantages over competitors, communicating real
product features and being credible.”

International marketing and building a position in foreign markets is among core strategies of tourist destina-
tions, with foreign visitors being the chosen target group in most cases. Palatkova (2011, p. 11) specifies destinations
as units of international tourism: “Destinations are defined as regional, internationally (globally) competitive, strategically
managed units of supply in the international market.” Furthermore, Palatkova (2006, p. 16) defines a
destination as a system: “A destination is represented by a bundle of various services concentrated in a particular place
or area, which are provided in relation to the tourism potential (attractiveness) of the place or area.” Bieger (1996) also
understands a destination as a system and identifies linkages between service providers, the destination management
organization and external influences such as natural and political environment and markets. There are other various con-
cepts of destination definitions. For example, the geographical concept that “a destination is a geographical space chosen
by visitors as their tour destination” Bieger (1996, p. 74), or the concept of destination as a tourism product, i.e. the
marketing concept: “a destination as a tourism product is an object of purchase, sale and consumption” Kiralova (2003,
p. 18). We can use marketing to influence the market, the behaviour of visitors and to implement a brand strategy.
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The destination brand is usually the name of the geographical area that the destination represents. The name of the
country where the destination is located is very often itself a strong brand, e.g., Austria with its strong association and
visitor expectations of high-quality service, environment and offer. There is a certain degree of a strategy of targeting
customer expectations associated with the country of origin of the product made in.., country of origin.

3 Brand value
The concept of brand value is not unambiguous for it has actually two dimensions:

The concept of brand equity, based on the customer's perspective of customer-based brand equity, expresses the
added value a product receives when it is “branded” with a strong brand, i.e. how much influence the brand has on
repeating purchases and whether the customer will choose our branded product over a competitor's product in the future.
The value of a brand is directly related to its awareness and prevalence in the market, to the sources of brand equity, i.e.
the brand awareness and knowledge of the brand among customers, and to the perception of the brand by customers,
i.e. the brand image. At first customers must know and trust the brand and, to be loyal to the brand, if possible, in order
to choose the product over competitors and purchase it repeatedly.

Brand value, from the perspective of the organisation the brand value, reflects the capitalisation of the brand and
the financial valuation in an event of a sale or acquisition. A strong brand is part of the company’s capital, albeit in an
intangible form, yet very often with a high value in the market; therefore, brand building is seen as a long-term investment.
“From the business point of view, brand value is the value of all future returns generated by the brand and its benefits.”
De Pelsmacker (2003, p. 67).

Every year, rankings of the world's most valuable brands are published. The most often cited ones include the Kantar
BrandZ global ranking? by the London-based analytical consulting firm KANTAR Group. The Kantar BrandZ Most
Valuable Global Brands 2022 report identifies brand as a highly valuable asset to organisations, making up on average
29% of an organisation's total value, and can be as much as 50% of value with strong brands. The top 100 most valuable
brands in the world in 2021 represent a sum of US$8.7 trillion in financial terms.

Looking at branding in the tourism industry, we commonly see branded hotels, airlines, transport companies and
various service providers. There is a strong competition in the travel market and branding is a tool, as in other industries,
to differentiate and monetise the added value of the brand. The focus on customer, gaining customer attention and loyalty
apply more in the tourism industry than anywhere else. Travelling and holidays are emotional issues, customers have high
expectations and a lot of choice. In case of hotels, airlines, etc., acquisitions, mergers and ownership changes take place,
and from the point of view of organisation brand value plays an important role in these business transactions. In 2021,
TUI Group, one of the leading tourism companies, sold its ownership interest in the properties of the RIU premium hotel
chain, reportedly due to the need to optimise assets and focus on brand strategy, service and optimisation of sales®.

In case of tourist destination branding, brand equity is understood mainly from the point of view of customers
and it is a core element of destination marketing. The brand of a tourist destination is usually identical with the
name of the location. For example, the “I Love NY” brand is owned or managed by a local tourism organisation, a
destination company, most often a tourist association, “shareholders” of which are both from the public and private sec-
tors. Destination brands are usually not for sale, or at least no such a case has ever been reported. A strong destination
brand increases the added value of the tourism services offered in the destination. The whole location benefits
from its strength, including its inhabitants and private sector businesses.

A strong destination brand often supports the attractiveness of the place itself. Investors, employees and residents
perceive a strong brand and find the place attractive both for living and doing business. A strong destination brand is
often a part of the positioning and regional development strategy of locations and regions within territorial units. The
visual appearance of the destination brand - the logo - if it becomes iconic, as is the case of “I love NY?, can be a source
of revenues for the place and the tourist association in the form of lending rights and its use for a fee and for merchandis-

ing.

2 https://www.kantar.com/inspiration/brands/what-are-the-most-valuable-global-brands-in-2022
3 https://www.tuigroup.com/de-de/medien/presseinformationen/ag-meldungen/2021/2021-07-30-tui-group-verkauf-immobilienport-
folio-an-familie-riu-abgeschlossen




4 Strategic brand management

The strategic brand management starts with deciding whether our product will be branded. It is assumed that it is, because
there are very few specific commaodities on the market that do not need a brand, e.g., raw materials such as oil, wheat,
large single-unit machines or weapons. Everything else that has gone through the process of production or value-added
processing needs to be differentiated from competitors by marketers. The brand management strategy answers the
guestion, how do we build a strong brand and how do we measure and enhance brand equity? Returning to the
brief statement by Kotler and Armstrong (2021, page 253) ,, Products / goods are made in the factory, brands are created
in minds of customers.”, we will look at brand equity from the customer's perspective. This approach is also closer to the
issue of tourist destination branding.

What is a strong brand and what factors do create a strong brand? A brand strength is based on customer opinion;
customers have a high awareness of the brand, know it well, perceive it and have positive, strong and unique associations
in their minds. A strong brand is a combination of brand factors that provide a range of benefits to the customer, the
organization, and consequently the location and the society in general Aaker (1996, p. 9) creates a model of brand equity
based on five factors: 1. Brand loyalty, 2. Brand awareness, 3. Perceived quality, 4. Brand association, 5. Protected assets
such as visual and verbal symbols, trademarks, licenses, and in this model he demonstrates benefits of the brand to the
customer and the organization.

4.1 Strategic brand management methods

According to Keller (2007, p. 72), strategic brand management involves the design and implementation of marketing
programs and activities to build and manage brand equity. The strategic management process itself is defined in the
following four steps:

1. Brand positioning means finding a proper position of the brand in the minds of customers, it is necessary to
determine the target market, define the main competitors and know what the product has in common with the competitors
and how they differ from each other on the other hand.

To determine the target market, we use market segmentation by demographic and geographic aspects. Also from a
behavioural perspective, what the customer thinks about the product and what is the product’s benefit, value to them. The
competitive analysis defines organizations, product category affiliation and differentiation within that category. In rela-
tion to differentiation, the concept of USPs (unique selling propositions) is used.

In case of tourist destinations, market segmentation and the USPs method are a part of the destination strategies. The
product of the destination is offered and provided by a chain of interrelated services provided by various organisations
and the destination brand bears the name of the location. The destination, usually as a geographical historically shaped
space, has its distinctive features “predestined” within the competition (a significant historical monument or a natural
unique phenomenon). In the positioning phase, a proper knowledge of the market and customers, as well as the tourism
potential of the destination that differentiates it from its competitors, is a key.

The core brand value serves as a basis for positioning, it is a set of abstract associations that characterise the brand.
The mental map portrays all the associations and responses to the brand, the core value of which consists of about 5-10
most important aspects. Keller (2007, p. 188) further talks about the brand mantra, a short verbal expression of the
essence of positioning and the core values of the brand. The Urlaub in Osterreich brand is one of the pillars of the activities
of the National Tourism Organisation Osterreich Werbung. Building and nurturing the Urlaub in Osterreich brand is the
main tool this organisation applies in fulfilling its mission to maintain and strengthen Austria's position as one of the
world's top tourist destinations. The brand's mantra is expressed in the short message Die Marke "Urlaub in Osterreich”
bringt Osterreichs Glanzpunkte zum Leuchten, i.e. the brand "Holidays in Austria” lets the best of Austria shine through.
Holiday in Austria fulfils wishes and expectations to find and renew harmony with the outside world and with oneself, to
find the power of the vitality, simply “Spiire das Leben” Live your life.*

The core values of a tourist destination brand should appeal to and win over not only employees and tourism
stakeholders in the locations but also residents. Residents are the best "marketers” of their city or region. For this
synergic reason, a destination brand is also very often the marketing brand of the location, as a place to live or do business,
Morgan, Pritchard, Pride (2002, p. 4) describe place brands from a holistic approach. Example from practice include

4 https://www.austriatourism.com/marke-urlaub-in-oesterreich/
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linking of the Upper Austria tourist destination brand with the branding and communication of the Federal State of Upper
Austria, starting in 20205, with the aim of creating a unified brand for Upper Austria, the so-called Oberdsterreich als
Standortmarke, which will be one of the key tools to build its position as a modern and dynamic federal state. The brand
will be used in various fields (education, culture, science, economy, sport, etc.). There is a manual available that compa-
nies and organisations will use for co-branding, see Figure 2. A manual for co-branding of the official emblem and logo
has been created for the needs of the federal government.

Figure 2 - Co-branding of the emblem of the Federal State of Upper Austria and the logo of the destination Upper Austria

[T

Source: https://www.oberoesterreich-tourismus.at/marke.html

2. Planning and implementation of marketing programs and brand is a continuous and long-term process with the
aim of building as much brand awareness and familiarity as possible, creating and maintaining positive brand associations,
and thereby gaining as many loyal customers as possible. The result is high brand equity from the customer’s point of
view.

When introducing a new brand, a brand identity must be created by selecting the appropriate elements for visual and
verbal brand identification. This is the whole set of elements starting from the name, logo, symbols, slogans and jingles,
packaging and elements for online communication, usually elaborated into so-called corporate identity of manuals, guide-
lines and binding rules for the use of elements, or a combination of them. Several important criteria should be considered
when creating elements, Keller (2007, p. 245) lists 6 criteria: memorability, meaningfulness, popularity, accuracy, adapt-
ability and the possibility of protection (legal protection - trademarks). Tourist destinations usually choose the name
of the location as the basis of their brand identity.

Cooperation with VIP, stars and celebrities is a successful and essentially proven marketing tool for tourist desti-
nations to increase brand equity from the point of view of customers. If a prominent and popular celebrity is spending
holiday somewhere, this place becomes an attractive destination. An example of this is the Sommerfrische concept in the
Salzkammergut region of Upper Austria, which has been operating since the mid-nineteenth century, when the imperial
family, and later artists, politicians and prominent businessmen such as Gustav Klimt, spent their summer months here.
We can also mention the marketing tool of organizing cultural, sporting and social events in the destination. Mass
events are often a brand in themselves and they attract media attention for the destination (increase awareness and
knowledge of the brand) and increase the market share of the destination (brand) by generating arrivals and overnight
stays and strengthen the position of the destination on the international market, if the event is of an international nature,
such as the Prague Spring music festival, Formula 1 racing etc..

3. Measuring, maintaining and enhancing brand value aims to provide a comprehensive picture of the brand from the
customer's perspective and to express the evolution of the brand over time for decision-making by organisations and brand
marketers on strategy and measures to maintain and enhance brand value. Keller (2007, p. 417) talks about the brand
value chain: the brand value definitely depends on customers and he sees the beginning of creating, maintaining and
increasing brand equity in implementation of marketing tools, i.e. investments in the brand and in customer opinion
(awareness, associations, attitudes, relationship), which influences market performance (market share, profitability, added
value of the price) and ultimately the capitalization of the brand for the organization (share price).

5 https://www.oberoesterreich-tourismus.at/marke.html
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For a tourism destination, measuring brand value as a financial valuation is a theoretical option. A destination brand
seen as a trademark is usually not for sale. What is relevant and desirable is to measure, maintain and enhance the value
of the brand from a customer brand equity perspective. The customer-guest is the most valuable asset for a destination.

The market performance of a brand can be interpreted through statistical indicators of visitor arrivals, over-
night stays and visitor spending in the destination. Secondary effects whose performance is monitored include prices
of overnight stays and services in the destination, employment and business activity resulting from tourism and macro-
economic benefits e.g. contribution to the GDP of a region or country. Tourism destination visitor statistics are globally
aggregated by the UNWTO World Tourism Organization from 196 countries, which publishes regular data compilations
on a monthly basis or in the form of yearbooks or compendia over long periods, such as the Compendium of Tourism
Statistics, Data 2016 - 2020, May 2022 Edition.

Destination companies usually have a so-called marketing information system, in which they monitor and evaluate
the statistics and data see above, i.e. quantitative data. However, it also includes qualitative data obtained from market
and trend studies, marketing surveys, visitor surveys and visitor satisfaction surveys. The marketing information system
is an essential tool for the strategic management of the destination, and hence the destination brand. If a destination is
building a strong brand, it periodically identifies the sources of brand value/equity, i.e. customer awareness and
knowledge of the brand and customer perception of the brand, i.e. its image

As a practical example we can mention the destination of Upper Austria. Oberostererich Tourimus GmbH, the desti-
nation company of the Federal State of Upper Austria, carried out a follow-up study in the markets of Austria, Germany,
Czech Republic and the Netherlands in autumn 2021, Image und Beckanntheit Oberésterreich Oktober/November2021,
Brand Awareness and Brand Image of Upper Austria and asked the question why holiday in Upper Austria yes and why
not. The results of the study have been compared with the results of a pilot study from autumn 2016, which was conducted
on the occasion of the development of a new strategy including re-branding.

4. Enhancing and maintaining brand value is a strategy that considers how to create, maintain and enhance brand value
in a broader context and perspective under certain situations and circumstances. In companies, this typically involves the
choice of a product vs. brand matrix for product lines and possibly a brand portfolio or brand hierarchy. The aim
is to gain more market segments and market share in a given industry. An example in the travel industry includes the
hotel chain called Holiday Inn Worldwide, which is divided into other hotel chains for various market segments by dif-
ferent accommodation categories: The Crown Plaza brand as the premium category, Holiday Inn the mid-traditional cat-
egory and Holiday Inn Express the more convenient and cheaper category. Globalization and new technologies have
brought challenges and opportunities for building global brands. The strategy of global branding is typical of technol-
ogy, pharmaceutical and telecommunications companies.

5 Conclusion

A strong brand has benefits both for the organisation and the customer. In modern terms, building a strong brand is
oriented towards the customer's view of brand equity, expressing what benefits and advantages a strong brand has for the
customer, what value the brand has from the customer's point of view. Brand value, expressed in financial terms, is a part
of the assets of organizations, and in case of very strong brands, the value of this intangible asset may exceed the value
of tangible assets. The annual global rankings of the brand value of companies are published by specialised agencies and
thus also reflect the strongest market position of these companies in the industry. Tourism destinations do not appear in
these rankings. Building a strong destination brand has important specifics.

Tourism destinations concentrate a chain of services over a varying size of territory, in which various entities that may
be brands themselves, such as accommodation establishments, exercise their interests. As a rule, the brand of a destination
is usually the name of the location. The destination company is responsible for its building. The aim of building a strong
destination brand is to gain the greatest possible familiarity and the most favourable image with customers, i.e. the highest
possible value in terms of customer brand equity, so that they choose to spend holiday in that particular destination. The
brand value in the financial terms is not typical of a destination. However, a strong destination brand can contribute to
the brand value of service providers in the destination and make them more confident in pricing their services. Licensing
revenues for the use of the destination brand for business activities can generate significant financial returns for the des-
tination company.

What is a strong brand and what factors make up a strong tourism destination brand? As with other products, it is a
brand knowledge or awareness, brand associations, perceived quality of the destination product and brand loyalty. In
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practice, it can be traced and assumed that the most important factors in the process of building a strong destination brand
are brand awareness and perception, i.e. brand image. These factors can be significantly influenced by the destination
company through the proper positioning and marketing strategy. In particular, by working with the tools of the marketing
mix, it can influence various target groups at different times and thus market the destination more than once, since the
destination, unlike other products, is an object of purchase, sale and consumption. In practice, it can also be observed that
perceived quality as a factor of a strong brand is understood and used strategically by successful destinations such as
Austria or Switzerland, even though it is a very complicated process and is essentially a political decision and social
agreement. The quality of all services from various providers cannot be directly influenced and guaranteed. However, the
destination company and the self-governing bodies of the territory can very effectively create both positive and restrictive
tools for managing the quality of the destination. The influence of communication technologies and the existence of a
number of online evaluation portals, where the perception of quality is created by the customers themselves virtually live,
should be taken into account. The question is the degree of objectivity. The loyalty factor is applicable within the product
portfolio of a destination, some destinations can be offered to one customer several times, for example for a family trip
and later for a romantic holiday. However, this factor has its limits, especially for customers, who like to discover as
many destinations as possible and do not return to the same place. A deeper study of individual factors, understanding
and finding the most important ones, or the best combinations of them, to be a successful destination is the subject of
further research.
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Abstract: The danger of Covid-19 was an invisible enemy for life but also an opportunity
both for political consensus on the essence and direction and for the strengthening of basic
state institutions (structures and procedures). The General Secretariat for Civil Protection is
the body that was called upon to coordinate the management of Covid-19 in Greece and to
act within the framework of the operation of the European Civil Protection Mechanism. The
management of the health risk was a challenge for the organization both for the effective and
efficient operation of the body itself and for the implementation of a policy of multilevel
governance and European cooperation. The present study attempts to map the internal and
external environment of the civil protection institution of Greece with the use of secondary
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governments, in order for the public policy of governments to find scope and be implemented
effectively and efficiently.
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1 Introduction

Lifestyles in both developing and developed countries are now affected daily by natural and technological disasters. The
global health crisis due to Covid-19 was an additional factor that endangered the supreme good of "life" and brought
about long-term and possibly irreversible effects on people's living conditions, the economy and the environment.

The basic constitutional obligation of any modern democratic state is the safety and security of citizens and the
environment. To support this obligation, at the strategic level, each state establishes specific (administrative) civil
protection systems and mechanisms at national, regional and local level, with a single planning and specific rules (Lekkas
& Andreadis, 2015).

Civil Protection refers to a set of procedures and actions that cover all phases of the risk management cycle
(prevention, preparedness, early warning, rapid response, consequences management, rehabilitation) utilizing the
scientific and technological capabilities of various sciences. It is formed in the context of the existing organization of the
state, is related to implemented policies and its design reflects the existing policy to reduce the likelihood of manifestation
of negative effects from the manifestation of a phenomenon or event (Dandoulaki 2011). Its implementation presupposes
political commitment, institutional regulation and social participation.

Civil Protection as a state body aims at the planning, organization, coordination of actions, the interconnection of
bodies and services of the public administration (according to competence), and the private potential and means for the
prevention and response to natural, technological and other disasters or emergencies (Karamanou, 2021, Goudrichou &
Dandoulaki, 2017).

2 Methods

The present study presents the Greek Civil Protection System, the regulatory framework for operation, the way of
organization and administration of this system. The methodology followed was based on the study of secondary sources,
on laws of the Greek state, on official documents, scientific articles, reports and data from valid websites. The study
focuses on the organizational structure, the planning at strategic and operational level and the coordinating function of
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the state Civil Protection body that has the responsibility of coordination during the management of the Covid-19
pandemic.

3 Research results

In Greece, civil protection came to the fore in an urgent way, especially after the deadly natural disasters, in 2017 by
flooding (24 human losses) and in 2018 by forest fire (102 human victims), the material and environmental disasters
caused in both cases.

3.1 Institutional framework for the operation of the GSCP

Although the institutional body for civil protection had been created in 1995 with the establishment of the General
Secretariat for Civil Protection, it remained invisible while there was strong criticism of the negative actions of the
country's civil protection system (overlapping of responsibilities, lack of coordination between the levels of
administration, partial inadequacy of planning and prevention measures, reduced use of modern technologies) . The
assessment of the events of 2017 and 2018 and the demands of society marked a political and institutional movement for
the harmonization of the country with the internationally existing best practices but also the guidelines of the EU for crisis
management and risk management.

On February 7, 2020, with the adoption of Law 4662/2020 on Civil Protection, the radical reform of civil protection
in the country begins on the basis of a decade-long planning. The operational, executive and support structures for Civil
Protection converge on the National Crisis Management and Risk Response Mechanism (Nat-CHAMM). The National
Mechanism aims to create a single national civil protection system of vertical organization governed by specific statutory
principles and which covers the entire spectrum of the cycle of disasters and risks (prevention, preparedness, response,
rehabilitation), taking into account the needs of all citizens, including those with disabilities (information, individual
rescue plans, accessible infrastructure, etc.).

19 days after the publication of the law, the first case of Covid-19 in the country is announced and Greece enters the
vortex of the global pandemic. On March 12, 2020, the first death from the coronavirus is announced.

On March 11, by an act of legislative content (Government Gazette A ' 55 / 11-03-2020) the Secretary General of
Civil Protection is given the authority to declare, by decision, areas of the Territory in a state of civil protection emergency
for reasons of public health following a relevant recommendation of the National Committee for the Protection of Public
Health (article 19). At the same time, the National Public Health Organization provides the GSCP with personal data of
citizens of epidemiological correlation.

On March 15, the Secretary General of Civil Protection is upgraded to Deputy Minister of Civil Protection with special
responsibility for the management of the pandemic and with a speech by the Prime Minister undertakes the general
coordination of actions in "war conditions". With Presidential Decree 70/2021, the GSCP now comes under the newly
established Ministry of Climate Crisis and Civil Protection, is an administrative structure and an overlying operational
structure of the National Civil Protection Mechanism.

3.2 Organization of the Greek Civil Protection System

In the Civil Protection system of Greece, all citizens and especially public officials, as executors of the will of the
State, are considered valuable resources, since they can participate in reducing the risk and dealing with the disaster,
starting from their individual, family, neighboring and work environment.

In general, the organization of the Greek Civil Protection System follows the constitutionally defined system of public
administration. The administration of the Greek state is organized according to the decentralized system. The regional
bodies of the State have general decisive competence for the affairs of their region. The central bodies of the state, in
addition to special responsibilities, have the general direction, coordination and control of the legality of the acts of
regional bodies, as defined by law (Article 101 of the Constitution on Administrative Decentralization).

Despite the fact that due to the advent of the pandemic, a significant part of the articles of Law 4662/2020 were
suspended, within the framework of this law, the GSCP activates the National Crisis Management Mechanism and
prepares the strategic plan in cooperation with all co-competent Ministries and bodies. In this context, it is developing a
system of digital, technological management of the crisis to shield the country against the virus by utilizing the most
modern technological means and scientific data.

The pillar of this plan was the exhaustive tracing of cases and their close contacts, so that the GSCP monitors the
development of the situation on a daily basis with the greatest possible accuracy and intervenes where necessary with
emergency measures and targeted movements. Greece, despite its initial intention, is not developing mobile phone
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applications for contact tracing in EU Member States and the GSCP's "Tracing Centre" undertakes tracing and warning
to break the chain of infections and save lives.

3.3 The role of tracing

The term "tracing" refers to a set of techniques used by the public authorities of the States, for the identification of
persons who they may themselves be a case of a disease or simply have been close to a confirmed case. Tracing is carried
out in order to precautionary, isolation and healing measures are taken. (Loukaiti, 2021).

Initially, the tracings were carried out by the National Public Health Organization while in March 2019 corresponding
responsibilities were assigned to a special department of the General Police Directorate of Attica where 150 uniformed
special investigating officers had the authority to identify the contact cycle of confirmed cases and to take quarantine
measures.

Then the "Tracing Center" was put into operation in the building of the GSCP for the tracing process, which is
undertaken by uniformed and private individuals hired by an act of legislative content.

Through telephone communication with confirmed cases, information and guidance on positive cases are provided
and their close contacts are identified. This is followed by telephone communication with the close contacts reported by
the cases who are informed about the current protocols and guidelines of the National Public Health Organization.

The tracing process stopped on September 30, 2022, two years and eight months after the first confirmed case of
Covid-19 in Greece. Publicly available information on contact tracing activities is limited and there is no official
evaluation report on the Greek government's contact tracing programme (Riza et al., 2021).

3.4 Greece in European Civil Protection Mechanism for the management of Covid-19

Since 2001, Greece has been participating in the European Civil Protection Mechanism which aims to strengthen
cooperation and assistance in cases of emergencies inside and outside the Union through a coordinated response at EU
level, when the magnitude of an emergency situation exceeds the capacity of the affected country to respond
independently (2001/792/EC, Euratom).

On 19 March 2020, the European Commission set up a strategic rescEU capacity — a common European stockpile —
for emergency medical equipment such as ventilators, protective masks, gloves and laboratory supplies, to help EU
countries cope with the coronavirus pandemic. Greece started creating such a stockpile in September 2020.

In April 2020, the World Health Organization, the EU and global health organisations launched the Access to COVID-
19 Tools Accelerator (ACT-Accelerator). The vaccination pillar of the ACT-Accelerator is the COVAX mechanism,
which aims at equitable access to COVID-19 vaccines. In July 2021, the EU provided support to Greece for the delivery
of 200,000 doses of vaccines against Covid-19 200,000 to Albania and North Macedonia.

4 Conclusions

Greece was called upon to manage the Covid-19 health crisis in the context of a newly passed law aimed at curbing
recognized difficulties and weaknesses of the existing civil protection system. However, the application of the law was
suspended for the most part. In the context of managing the pandemic, the GSCP, as the competent body for the
management of the pandemic, adopted the ECDC's policy on contact tracing, without, however, having a special website
for contact tracing or a dashboard, as is the case in other countries. The European Commission's websites reflect Greece's
cooperation and assistance in the management of the pandemic, as well as in ECDC reports. However, information on the
action plans of the GSCP, the activities and the implementation programs is limited and needs further research and
evaluation, which will be carried out with primary research in a second year.

Acknowledgement

I express my warm thanks to my PhD thesis supervisor, Rolinek Ladislav doc. Ing. Ph.D., whose help proved crucial to
my research.

References

2001/792/EC, Euratom: Council Decision of 23 October 2001 establishing a Community mechanism to facilitate rein-
forced cooperation in civil protection assistance interventions https://eur-lex.europa.eu/eli/dec/2001/792/oj

Dandoulaki, M. (2011). Kallikratis - Civil Protection and Local Government. Athens: Greek local development and self-
government companyEETAA. Available at: https://www.eetaa.gr/ekdoseis/pdf/144.pdf

Decision (EU) 2019/420 on the Union Civil Protection Mechanism, https://eur-lex.europa.eu/legal-con-
tent/EL/T XT/?qid=1553088553036&uri=CELEX:32019D0420

40


https://eur-lex.europa.eu/eli/dec/2001/792/oj
https://www.eetaa.gr/ekdoseis/pdf/144.pdf
https://eur-lex.europa.eu/legal-content/EL/TXT/?qid=1553088553036&uri=CELEX:32019D0420
https://eur-lex.europa.eu/legal-content/EL/TXT/?qid=1553088553036&uri=CELEX:32019D0420

Explanatory Memorandum to the draft law "National Crisis Management and Risk Management Mechanism, restructur-
ing of the General Secretariat for Civil Protection, upgrading of the civil protection volunteering system, reorganiza-
tion of the Fire Brigade and other provisions". Available at: https://www.hellenicparliament.gr/UserFiles/2f026f42-
950c-4efc-h950340c4fh76a24/prostasia%20politi-synolo.pdf.

Goudrichou, C., & Dandoulaki, M. (2017). Disaster and crisis management at National and International level — Inter-
national Mediation. Athens (Second edition).

Karamanou, A. (2021). Civil Protection and Risk Management. “The Greek Civil Protection System". Athens: National
Center for Public Administration and Self-Government.

Law 4662/2020 (Government Gazette 27 / A ' 7.2.2020). National Crisis Management and Risk Management Mechanism,
restructuring of the General Secretariat for Civil Protection, upgrading of the civil protection volunteering system,
reorganization of the Fire Brigade and other provisions. Available at: https://www.elinyae.gr/sites/default/files/2020-
02/27%CE%91_2020.pdf

Lekkas, E., & Andreadis, E. (2015). Introduction to the theory of disaster and crisis management. Athens.

Loukaiti, N. (2021). Covid-19 Tracing Apps and Personal Data. Information Law Journal 2. Available online at:
http://ejournals.lib.auth.gr/infolawj/

Riza, E., Kakalou, E., Nitsa, E., Hodges-Mameletzis, 1., Goggolidou, P., Terzidis, A., Cardoso, E., Puchner, K.P., Solo-
mos, Z., Pikouli, A., et al. (2021) Appraisal of a Contact Tracing Training Program for COVID-19 in Greece Focusing
on Vulnerable Populations. International Journal of Environmental Researxh and Public Health, 18. DOI:10.3390/
ijerph18179257

41


https://www.hellenicparliament.gr/UserFiles/2f026f42-950c-4efc-b950340c4fb76a24/prostasia%20politi-synolo.pdf
https://www.hellenicparliament.gr/UserFiles/2f026f42-950c-4efc-b950340c4fb76a24/prostasia%20politi-synolo.pdf
https://www.elinyae.gr/sites/default/files/2020-02/27%CE%91_2020.pdf
https://www.elinyae.gr/sites/default/files/2020-02/27%CE%91_2020.pdf
http://ejournals.lib.auth.gr/infolawj/

Application of green economy principles in the post-crisis period in
the EU

Roman Buchtele!, Nikola Sagapova?, Eva Cudlinova®, Antonin Hoi¢ica®
DOI: 10.32725/978-80-7394-976-1.07

Abstract: The paper deals with the application of green economy principles within the EU
in the post-crisis period. It builds on previously published research on the impact of the
economic crisis on a selected set of green economy indicators. The aim is to find out, on the
basis of the selected indicators, how the application of green economy principles has evolved
in the two periods under study — immediately after the economic crisis and in the present.
The study is based on statistical analysis of six indicators in the pre- and post-crisis period:
GDP, Unemployment, Productivity, R&D expenditure, Share of RES, CO, emissions. In all
monitored indicators, taking into account EU-wide averages, a shift towards a greener
economy can be observed. Correlation analysis clarified the basic relationships between the
indicators. Based on the factor analysis, it can be said that countries do not show significant
variations and there is no significant tendency to form clusters. This may mean that the
current selection of indicators no longer fully explains the changes associated with the green
economy.

Keywords: green indicators, indicator, green economy, sustainable development
JEL Classification: Q56, 018

1 Introduction

The concepts of the green economy, bioeconomy, and circular economy are considered the mainstream pathways for
achieving sustainable development enabling meeting economic, environmental, and social goals (D'Amato et al., 2017).
All these concepts are well-recognized and discussed among policymakers, researchers, and businesses, and implemented
into practice (D'Amato and Korhonen, 2021). The green economy appeared as a hew paradigm to overcome various
crises, including the financial crisis of 2008, and market failures through a transformation into low carbon, resource
efficient, and socially inclusive economy. The green economy presents a market-based approach, yet it involves reformed
policies, adequate subsidies, and investments to improve human well-being and social equity while reducing
environmental risks and ecological scarcity (UNEP, 2011). The terms like green growth, green jobs, and green deal are
used to represent the greening of the economy and policy, in which the economy and society gets connected with the
biosphere, and the importance of the natural factor is highlighted, and sustainable development can be achieved
(Adamowicz, 2022). Although being launched into practice after the crisis in 2008, the efforts to revive and strengthen
the economies through the green economy can be recently seen as a way to combat challenges such as the Covid-19
pandemic, energy crisis, Russian invasion of Ukraine, and general economic uncertainty (Siksnelyte-Butkiene et al.,
2022). In economic practice, many countries and regions turn to clean energy, green financing and investments, green
bonds (Yang et al., 2022), green innovations, advanced green technologies (Ying, Li and Yang, 2021), green buildings,
green transportation, green infrastructure, green agriculture, etc. (Pan et al., 2018).

The green labelling of terms is an obvious form of distancing from the former black economy, where growth is based
on excessive resource exploitation led by economic interests neglecting environmental damage and crises (Sun et al.,
2020). In some studies, the traditional economy is not reflected as a black, but as a brown economy, where unlimited
growth is based on intensive use of fossil and other natural resources, overproduction, and overconsumption, resulting in
tremendous amounts of waste, pollution, and the overall harm to the environment, biodiversity, and future generations
(Niemczyk et al., 2022; Prokopowicz, 2020). However, the problems of the conventional economy are not connected
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solely to the environment and future generations as the paradigm leads to uneven economic growth and current social
inequality (Poltarykhin et al., 2018). A transition towards a green economy is perceived as an opportunity for mitigating
climate change, improving resource efficiency, reducing biodiversity loss, as well as socio-economic risks arising from
climate change (Ansah and Sorooshian, 2019), and achieving the Sustainable Development Goals (SDG), although some
of the goals are largely ignored within the green economy frameworks and indicators, e.g., SDG 5 gender equality
(Merino-Saum et al., 2018)

The purpose of the indicators of the green economy is to determine its extent and implementation in various countries.
While measuring the green economy, the indicators must cover social, economic, and environmental dimensions, yet the
selection of criteria to characterize the phenomenon depends on the definition of the green economy (Cudlinova, Vavra
and Lapka, 2015). The indicators should focus on poverty eradication, economic prosperity, and ecological preservation
simultaneously to trigger the green economy by integrating all dimensions (Khoshnava et al., 2019). Many international
organizations including the UNEP, the Global Green Growth Institute, the World Commission for Environment and
Development, the OECD, and the EU have constructed their indicators and index systems to evaluate the green economy
(Wang et al.,, 2019). Most common approaches are based on dashboards of indicators, composite indicators,
environmental footprints, or adjusted monetary methods covering not only economic but also environmental and social
dimensions (Godlewska and Sidorczuk-Pietraszko, 2019). The researchers also focus on measuring the green economy
by utilizing green GDP, green economy efficiency, green economy indexes (Wang et al., 2019), green credit, renewable
energy investment (He et al., 2019), green investment (Tarkhanova et al., 2020), green infrastructure (Khoshnava, 2020),
etc. Although the index systems differ in the set of indicators, in general they usually involve those for energy
consumption, environmental quality, and economic growth (He et al., 2019).

The aim is to find out, on the basis of the selected indicators, how the application of green economy principles has
evolved in the two periods under study — immediately after the economic crisis and in the present. To meet the objectives,
the following research questions were set: 1. How have the values of the selected indicators changed across the selected
periods? 2. Is there a statistically significant relationship between the indicators to explain their changes?

2 Methods

This study is based on statistical analysis of six indicators in the pre- and post-crisis period: GDP, Unemployment,
Productivity, R&D expenditure, Share of RES, CO, emissions. The approach is based on the publication Cudlinova,
Vavra & Lapka (2015). Using a statistical analysis of six selected indicators, the authors answer the question to what
extent the principles of the ambitious green economy concept, introduced in response to the financial crisis, have been
applied in the EU. The results showed that there has been a demonstrable increase in the material productivity of
economies, an increase in R&D spending, an increase in the share of renewable energy and a reduction in CO2 emissions.
The negative phenomena were that for some countries GDP fell and unemployment rose. As an important result can be
considered the findings of the correlation analyses that show a certain shift in the meaning of green economy principles
(Cudlinova, Vavra & Lapka, 2015).

The same set of indicators was chosen for data analysis in this paper as in the previous study by Cudlinova, Vavra &
Lapka (2015).

e GDP per capita

e Total unemployment rate

e Resource productivity

e  Gross domestic expenditure on R&D

e Share of renewable energy in gross final energy consumption
e  Greenhouse gas emissions per capita

Data were obtained from Eurostat. Two periods were selected: the post-crisis period and the present. The post-crisis
period contains values from 2012. The present period represents the values of selected indicators from 2020 and 2019 in
the case of GHG emissions per capita. The procedure was as follows. First, the change in indicator values was calculated
for the two periods under review. Subsequently, correlation analyses were performed for the change between periods.
Subsequently, the change in indicator values was subjected to factor analysis. IBM SPSS Statistics was used.

3 Research results

There were changes in six indicators in the two reporting periods. The first indicator was GDP per capita. Positive growth
was recorded for all countries. The highest growth was recorded for Ireland (82%), Romania (54%), Lithuania (43%). On
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the other hand, the lowest growth was recorded for Greece (1%), Italy (5%), Slovakia (5%). Across the EU, the indicator
rose by 16% on average. The second indicator monitored was Total unemployment rate. The largest decrease was found
out in Portugal (-9.6%), Ireland (-9.6%), Spain (-9.3%). On the other hand, an increase was found in Luxembourg (1.7%),
Austria (0.8%), Sweden (0.3%). The EU-wide average was -3.8%. Resource productivity increased the most in the
Netherlands (1.17 euro per kilogram), Ireland (0.97 euro per kilogram), Italy (0.71 euro per kilogram). On the other hand,
the largest decreases were in Hungary (-0.3 euro per kilogram), Sweden (-0.07 euro per kilogram), Romania (-0.07 euro
per kilogram). The EU average was 0.17 euro per kilogram.

The next indicator is Gross domestic expenditure on R&D. It is reported as a percentage of GDP. The largest increases
were found in Belgium (1.24%), Greece (0.78%), Croatia (0.52%). On the other hand, the largest declines were found in
Finland (-0.46%), Slovenia (-0.41%), Estonia (-0.33%). The EU average was 0.24%. Share of renewable energy in gross
final energy consumption increased the most for Sweden (10.7%), Cyprus (9.8%), Finland (9.6%). In the case of Hungary,
it even decreased (-1.7%). The smallest increase was recorded for Romania (1.7%) and Slovenia (3.5%). The EU average
was 6.1%. Greenhouse gas emissions per capita fell the most for Estonia (-4.1), Luxembourg (-4.1), Malta (-3). On the
other hand, the largest increases were for Latvia (0.6), Hungary (0.5), Lithuania (0.2). The EU average was -0.9.

In all monitored indicators, taking into account EU-wide averages, a shift towards a greener economy can be observed.
Table 1 shows the correlations of changes in indicators between the observation periods. The results show that countries
with higher GDP growth had lower R&D expenditure. This development was most pronounced in the case of Ireland.
Further, states with larger unemployment declines or lower growth had larger GHG emissions. This special relationship
can probably be explained by developments in Cyprus, Latvia, Lithuania, Portugal, where there has been a relatively
significant decrease in unemployment and a simultaneous increase in GHG emissions. As the final statistical relation was
discovered that states with higher resource productivity growth also have a larger increase in the share of renewables.

Table 1 Correlation analysis

GDP Unemployment Resource R&D Share of GHG
productivity expenditure renewables emissions

GDP -

Unemployment -0,186 --

Resource 0,310 0,020 --
productivity
R&D -0,384" -0,114 0,112 --
expenditure
Share of 0,085 0,052 0,394" -0,072 --
renewables
GHG -0,006 -0,525™ -0,140 0,363 -0,210 --
emissions

*. Correlation is significant at the 0.05 level (2-tailed).
**_Correlation is significant at the 0.01 level (2-tailed).
Source: Own processing

Factor analysis that would simplify and clarify possible hidden relationships between the observed variables is
borderline valid, as the Kaiser-Meyer-Olkin Measure of Sampling Adequacy = 0.441. Extraction was by principal
component analysis (PCA), rotation by Varimax method with Kaiser Normalization. Only components with factor
loadings greater than 0.3 are shown. Overall, the analysis explains 55.262% of the variability in the data. Table 2 shows,
according to component 1, that as unemployment has low growth or falls, R&D spending rises, but GHG emissions also
rise. Component 2 shows us that as GDP rises, resource productivity and the share of renewables also rise. Conversely,
R&D spending has low growth or falls as GDP rises. Graphically, these relationships can be seen within Figure 1.
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Table 2 Factor analysis - Rotated Component Matrix

Components
1 2

GDP 0,755
Unemployment -0,817

Resource productivity 0,724

R&D expenditure 0,461 -0,328

Share of renewables 0,584
GHG emissions 0,876

Cumulative % of variance 28,493 % 26,760 %

Source: Own processing

Figure 1 Factor analysis - results
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In order to be able to use factor analysis to explain the differences between EU countries, factor scores calculated by
regression method were used to plot all countries on a Figure 2. The figure shows at first glance that the states are in
one big cluster. Only Ireland stands out. Compared to the original Cudlinova, Vavra & Lapka (2015) study, the
countries here appear uniform in their development in the indicators under study and there are no significant deviations.

Ireland's position, which is significantly to the right of the chart, can be explained by high GDP growth and an
increase in resource productivity according to component 2. On the other hand, R&D spending in this country has
fallen. In contrast, the positions of Luxembourg and Estonia at the bottom of the graph can be explained by component
1. For both countries, there was a significant reduction in GHG emissions and there was a simultaneous increase in
unemployment and a decrease in R&D spending.




Figure 2 Changes in indicators by country
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4 Conclusions

Overall, the factors behind the changes have shifted. The original six indicators no longer adequately explain the
transformation associated with the green economy. However, from a wider perspective, based on the EU averages, we
may see positive development of the indicators towards a greener economy. The GDP, although being criticized,
represents a traditional indicator for assessing economic growth and wealth of the nations and was increasing in all the
EU countries. The economic growth is emphasized by many concepts of the green economy, and often mentioned as a
goal of green economy. The resource productivity, which can be considered as an indicator representing the resource
efficiency, therefore another goal of green economy, was not increasing in all the EU countries, yet on the EU average, it
increased. Similarly, unemployment rate was increasing in few countries, but on the average, it was decreasing. The issue
of employment and job opportunities, especially so-called green jobs, is also one of the crucial aspects of a shift towards
moving to a green economy. Increasing job opportunities and lowering unemployment rate is perceived as a necessary
step in order to overcome the socio-economic problems related to unemployment, support the social inclusion, and to
enable the green transformation. The gross domestic expenditure on R&D was on the EU average increasing. R&D is
essential to attain progress in knowledge, technologies, but also eco-innovations. The share of renewable energy in gross
final energy consumption increased in all the EU countries except for Hungary, that it increases on an EU-average.
Greenhouse gas emissions per capita fell on the EU average, although some countries experienced its increases.
Greenhouse gas emissions need to be reduced over time to achieve the low carbon future, or net zero emissions, and to
combat the climate crisis. Some interesting, and even two shocking relationships were observed by our analysis, such as
that countries with higher GDP growth had lower R&D expenditures, countries with larger reduces of unemployment had
larger GHG emissions, and countries with higher resource productivity had higher increase in the share of renewables.
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Abstract: This paper focuses on public administration reform in the Czech Republic in terms
of supporting regional development. The whole system was legislated two decades ago, in
2000. The paper focuses on three issues: (1) territorial public administration and its
corrections, (2) institutionalisation of regional development support, and (3) cohesion
regions and changes in their institutional set-up. Territorial public administration and
regional development in the Czech Republic are closely related to the so-called combined
model of public administration, in which the tasks of state administration are taken over at
the regional and local level by self-government bodies, which perform them in a delegated
capacity. The paper asks to what extent the combined model has been successful in the Czech
Republic for over two decades.
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1 Introduction

Public administration reform was part of the significant political, economic, and social changes in the 1990s. The Czech
Republic became an independent unitary state in January 1993. However, it had legally existed since 1969, when the
Czechoslovak state became a federation. The extensive changes in the central administration, which began immediately
after the November 1989 events, were mainly related to the restoration of pluralist democracy and the transition from
directive economic planning to a market economy. Amendments to the so-called Competence Act (Act No. 2/1969 Coll.),
which provides for horizontal coordination of the central state administration, led to the abolition of some ministries and
other state bodies and established offices according to new needs.

Another problem was the legal status of civil servants, which until the end of the 1980s was practically no different
from that of any other employees. In addition to the civil service, it was also essential to reform the training of civil
servants, which until the late 1980s had been rather ideological. An integral part of the civil service reform was the
preparation for accession to the European Union, which became one of the priority objectives of Czech society after 1989.

A specific problem was territorial public administration and local politics (Balik 2009; Cmejrek 2008). From the end
of the 1940s until 1990, the territorial public administration represented a three-tier system of regional, district, and local
(or municipal) national committees.? Although these were formally elected bodies, there was no plurality in elections;
voters could elect only National Front candidate lists. The subordination of lower-level national committees to higher-
level national committees also contradicted the principles of self-government. In practice, the national committees
functioned not as self-governing bodies but as organs of state administration. Like other bodies and authorities, they were
subject to the leadership mechanism of the Communist Party enshrined in the Constitution.

In 1990 the system of national committees ceased to exist. Self-government was restored at the municipal level (Act
No. 367/1990 Coll.). Citizens elected their municipal councils to replace the former national committees. As for the other
administrative levels, disputes over the higher territorial self-governing units (VUSCs) delayed the reform for several
years. Whether the Czech Republic would switch to a provincial or regional system became a subject of political disputes
and remained undecided for a long time.

1 The University of South Bohemia in Ceské Bud&jovice, Faculty of Economics, Department of Regional Management and Law,
Studentska 13, 370 05 Ceské Bud¢jovice; Czech University of Life Sciences, Faculty of Economics and Management, Department of
Humanities, Kamycka 129, 165 00 Praha 6; jaroslav.cmejrek@gmail.com.

2 The three-tier system of administrative bodies consisted of local, district and regional committees, which were called national com-
mittees. This may lead to misunderstanding, as the term national here does not refer to the administration level. The term regional
causes similar problems later in the text, as the Czech Republic has created self-governing regions at the NUTS 111 level and cohe-
sion regions at the NUTS Il level. In addition, the text refers to regions with concentrated state support, which are defined at different
levels, e. g., at the district or municipal level.
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Moreover, although the decision was already in favour of establishing self-governing regions, it was unclear how
many self-governing regions would be established and what specific form they would take. Creating 14 NUTS 3 units
(13 regions and the capital Prague) was a compromise. However, some experts criticised it for its potential weakness and
the considerable size differences between them. In addition, the new regional demarcation did not respect the historical
borders of Bohemia and Moravia.

Due to the dispute over the VUSCs, district offices were provisionally created at the district level in 1990 as state
administration bodies (Act No. 425/1990 Coll.), which were to operate only until the creation of the VUSCs. The period
extended over a decade - until the end of 2002. Decision-making mechanisms in territorial public administration in the
1990s suffered from an incomplete territorial hierarchy of state and local government, unclear competence relations
between the various institutions and actors, and an inefficient system of local government whose competencies overlapped
with those of the state administration. After the abolition of the regional national committees, regional planning was
highly problematic, as the government could not sufficiently coordinate and control development at the district level due
to the excessive number of districts. On the other hand, municipalities had virtually no lobbying power at the national
decision-making level, which was too high for their needs.

From the view of the functioning of territorial public administration and regional development, the relationship
between the state administration and local government was essential. Although in the 1990s, a separate model was initially
envisaged in which both state and local self-government would operate in the territory, the concept of a combined model
in which the tasks of state administration in the territory are performed by local self-government bodies in a delegated
capacity eventually prevailed. The so-called combined model's introduction has a significant impact on the functioning
of public administration and the institutional set-up of regional development.

2 Methods

The paper is methodologically based on the study of documents. The initial source of information is the laws related to
the reform of the territorial public administration and the support of regional development. It is not only the large package
of laws from 2000, when the first phase of the territorial public administration reform ended, but also later amendments
and other legislation that corrected the setting of territorial public administration. The paper also compares the medium-
term regional development strategies of the Czech Republic over the past two decades. Two aspects are mainly at stake
here: the definition of the regions with concentrated state support and the functioning of the cohesion regions.

Research results
3.1 Reform of territorial public administration

The reform of territorial public administration began to take a more concrete form only in the late 1990s. Its first phase
started with the approval of Constitutional Act No. 347/1997 Coll., on creating higher territorial self-government units
(VUSCs). This law established 13 self-governing regions (excluding the capital city of Prague). These were smaller
regions compared to the regions that had existed since 1960. After the decision on the VUSCs, it was also possible to
establish NUTS Il regions, the so-called cohesion regions necessary for compatibility with EU regional policy. Acts 129
and 130/2000 Coll. gave institutional form to the regional level of territorial public administration. At the same time, Act
No 128/2000 Coll. amended the municipal structure. In addition, Act No 248/2000 Coll. was approved, which regulated
the involvement of the state administration and local authorities in supporting regional development.

The second phase of the reform of the territorial public administration started after 2000 and culminated in late 2002
and early 2003. Its main objective was to develop the decentralisation process. The state administration previously
exercised many competencies that could be transferred to local governments, either in their autonomous or delegated
competencies. As of 31 December 2002, the district offices were terminated, and their tasks were mainly transferred to
self-governing authorities - both to regions and municipalities with extended competence.

The reform of the territorial public administration had its critics. Most of them pointed to the unsystematic nature of
the reform. As M. Hampl (2005: 99) wrote: "Instead of a comprehensive and integrated solution, time-separated partial
changes were implemented, which became the subject of competition between political parties.” On the other hand, we
must not overlook the efforts to address the system's shortcomings over the last two decades. This concerns, in particular,
the supervision and control of territorial public administration. The 2006 amendment (No 234/2006 Coll.) fundamentally
overhauled the entire management and control system.

Small rural municipalities represent a significant problem for territorial public administration. The traditional
fragmentation of the Czech settlement structure deepened after 1989. The number of municipalities increased by almost
50% in a short time. Some of the municipalities that became independent had only a few hundred, sometimes only a few
dozen inhabitants. Small municipalities had considerable problems in providing local administration and public services.
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Therefore, in 1994, the conditions for a local referendum on separating a part of a municipality were tightened. According
to Act No 152/1994 Coll., a municipality with less than 300 inhabitants could no longer be formed by separating a part
of a municipality. In 2000, Act No 128/2000 Coll. on Municipalities raised this limit to 1 000 inhabitants. At that time,
however, municipalities with fewer than 1 000 inhabitants already accounted for almost 80 % of all municipalities.
Financing rural municipalities was a significant difficulty. Smaller rural municipalities were so underfunded that they
could not exercise their right to self-government. Two amendments to the law in 2007 and 2012 (Act No. 377/2007 Coll.,
Act No. 295/2012 Coll.) brought some remedy (Provaznikova 2015, Cmejrek and Copik 2015, Kamenitkova 2015,
Koptiva, Copik and Cmejrek 2017).

The problems of territorial public administration relate mainly to the so-called combined model, in which local
government performs state administration tasks at the local and regional levels. The division of municipalities according
to the exercise of delegated competencies is unclear and incomprehensible for citizens, and the separation of autonomous
and delegated competencies is indefinite in several areas. Over the past two decades, there have been efforts to address
the lack of administrative capacity of small municipalities by creating associations of municipalities along the French
model. However, it is essential to point out the differences in the local government systems in the two countries and the
limits of the Czech combined model.

3.2 Institutionalising regional development

Regional development received its institutional form two decades ago in Act No. 248/2000 Coll. on Support for
Regional Development. The Act regulates the competencies of administrative authorities, regions and municipalities. It
creates conditions for the coordination and implementation of economic and social cohesion. The fundamental basis for
state support for regional development is the Regional Development Strategy. The law defines it as a medium-term
government document that formulates the state's approach to supporting regional development, provides the necessary
background, and sets development objectives and principles for elaborating regional development programmes. The
medium-term horizon of the document is defined by law as a period of 3-7 years; in practice, it has always been seven
years in the two decades since 2000.

A fundamental prerequisite for state support for regional development has become the definition of state-aided
regions. According to the law, the Ministry primarily proposed regions with concentrated state support. Three types of
regions created this category: (1) structurally affected regions, (2) economically weak regions, and (3) rural regions. In
addition, the Regional Development Strategy should have defined the category of other regions. These are, for example,
border regions, former military areas, regions affected by natural disasters, regions with a higher average unemployment
rate than the average level in the Czech Republic, and the like.

In practice, however, the definition of regions with concentrated state support has encountered difficulties from the
beginning. The first problem arose in rural regions. Already in 2000, immediately after the adoption of Act No 248/2000
Coll., a detailed analysis showed that rural regions essentially overlapped with economically weak regions. For this
reason, the 2000 Regional Development Strategy defined only two types of fully supported regions - structurally affected
and economically weak regions (RDS 2000). The 2006 Regional Development Strategy for 2007-2013 included regions
with above-average unemployment among the fully supported regions (i.e., instead of rural regions) (RDS 2006: 106).

The regional development strategies defined regions with concentrated state support at the district level. The Regional
Development Strategy approved by the government in 2000 identified ten districts as structurally affected regions and ten
as economically weak regions. However, district-level administration was no longer supposed to exist after 2002. The
Regional Development Strategy of the Czech Republic for the period 2007-2013 from 2006 defined structurally affected
and economically weak regions at the level of districts. However, it also defined regions with above-average
unemployment at the level of municipalities with extended competence (RDS 2013: 140n). The Regional Development
Strategy of the Czech Republic for the 2014-2020 period already defined regions with concentrated state support
consistently at the level of municipalities with extended competence and designated them as economically distressed
(RDS 2013: 140n).

The Regional Development Strategy of the Czech Republic 2021+ (RDS 21+) came up with a completely new
approach. Its distinctive feature became the territorial dimension, which distinguishes five categories of territories: (1)
metropolitan areas, (2) agglomerations, (3) regional centres and their rural hinterland, (4) structurally affected regions,
and (5) economically and socially vulnerable territories. The three metropolitan areas consist of the areas of the largest
cities - Prague, Brno and Ostrava. The agglomerations are the ten remaining regional cities and their hinterland. The
regional centres are cities with a population of over 15 000 and their catchment areas. There are three structurally affected
regions: Karlovy Vary, Usti nad Labem and Moravia-Silesia. The economically and socially vulnerable areas have worse
living conditions, demographic problems, higher unemployment, and other factors that require special efforts to
strengthen development potential (RDS 21+).
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3.3 Cohesion regions - the Achilles heel of regional development

The functioning of the cohesion regions has proved to be the most severe problem in the area of regional development
support as envisaged by Act No. 248/2000 Coll. In four cases, two NUTS Il1 regions formed a NUTS Il cohesion region
and three NUTS I1lI regions in one occurrence. In all these cohesion regions, regional councils were established. The
NUTS Il regional councils elected their members from among themselves. Each region was represented on the Council
by ten members. The Council also set up a Regional Development Committee to monitor and evaluate the implementation
of the support provided by the Funds. However, the form of the Committee was very vague. As regards the three cohesion
regions, which are identical to the self-governing regions, all tasks were to be performed by the regional Council in
delegated competence.

This system was corrected by Act No. 138/2006 Coll. on Public Procurement. The changes consisted primarily of a
new form of regional councils. Each Regional Cohesion Council (except Prague) now had a statutory seat and consisted
of three bodies: a committee, a chairman and an office. The self-governing regions were represented on the Committee
by only eight representatives instead of ten, but the decision-making mechanism was retained. In the three cohesion
regions, which were identical to NUTS Il regions, the NUTS 11 regional council set up a committee of 15 representatives.
Another body of the Regional Cohesion Council was its chairman, whose position was defined much more precisely than
in the original law. The third body was the Regional Council Office. The amendment also sought to fill in other gaps in
the system, such as the revenue and expenditure of the Regional Council's budget, conflicts of interest, and the status of
the office director and officials (Act No. 138/2006 Coll.).

However, even this corrected institutional form of the cohesion regions was unsuccessful. Act No. 251/2021 Coll.
abolished the Regional Councils of Cohesion Regions and their bodies. The newly established Centre for Regional
Development of the Czech Republic took over the agenda of the regional councils of cohesion regions. The Centre is a
state-funded organisation with the right to manage state property, and special laws govern its activities. The Director
General heads this service office and is the service authority. The superior service authority of the Centre is the Ministry
of Regional Development, which performs the function of the founder. The Statute approved by the Minister for Regional
Development regulates the detailed conditions of the Centre's activities and its organisational structure. Based on Act
251/2000 Coll., a monitoring system was established, and the Council for EU Funds was created as an advisory body to
the government. All these changes are a clear departure from the combined model of public administration in regional
development. State administration is taking the place of bodies made up of regional self-governments.

4 Conclusions

Two decades ago, the Czech Republic saw the culmination of a territorial public administration reform, which included
regional development institutionalisation. A study of legislation and other documents shows that the mechanisms set up
were insufficient and have been gradually corrected over two decades. As far as local self-government is concerned, the
corrections concern mainly to control and financing. In regional development, the definition of state-aided regions and
the mechanisms for using EU funds have changed significantly. Cohesion regions (NUTS 1), initially under regional self-
government' control, have yet to prove institutionally viable. After several modifications, the state administration had to
take control of their functioning.

Over the last two decades, developments have exposed the weaknesses of the so-called combined model of territorial
public administration in the Czech Republic. As regards the NUTS Il cohesion regions, the practice has forced a retreat
from the combined model of public administration. In territorial self-government, the combined model can fulfil its
function. Legislative amendments have improved the situation as regards financing, supervision, and control. However,
small rural municipalities with low administrative capacity and low levels of public services are a significant problem. It
is questionable whether a satisfactory solution can be found for small rural municipalities under the combined public
administration model.
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The influence of economic disparities of regions on political
polarization in Czech Republic

Ondiej Rolnik?
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Abstract: The aim of the paper is to prove a hypothesis concerning the causality of economic
well-being and political polarization in the state. The causality is proven in all regions of the
Czech Republic on the observed data set, from 1993 to the present. The evidence was
provided by expressing the economic well-being by three indicators, i.e., gross domestic
product per capita, unemployment and disposable income per capita in combination with the
development of a created polarization index. This index depends on the left-right ideological
party division combined with election results in the Chamber of Deputies of the Parliament
of the Czech Republic for regional districts. Socio-demographic indicators of the
development of individual regions were used as control variables. These include, the average
state of the population, the share of university-educated people in the average state of the
population, age indicators, the population density of a given region, or voter turnout in a
given election year. The most important variable of the economic well-being influencing the
development of polarization is the disposable income of households. The proof is
accomplished by quantitative economic analysis using the Least Squares Method.

Keywords: polarization, politics, economic well-being, Czech Republic, gross domestic
product, disposable income, unemployment, political economics
JEL Classification: D72, E61, 131, P16

1 Introduction

The state's political development is closely linked to its economic situation and vice versa. In the world, there can be
found less economically developed states, characterized by weak or corrupt governments, with limited freedom
(democratic) political process. The situation of these countries is improving rather slowly. On the contrary, in the
developed parts of the world, generally functioning democracies can be observed, where citizens find their representation
and the political process is relatively functional, as well as the economies. The Czech Republic is specific in this respect.
A sovereign state in Central Europe, which experienced periods of suffering after the First Republic and its economic
boom, first after the creation of the Protectorate of Bohemia and Moravia and the occupation of the borderland, followed
by decades of economic (and societal) disintegration under the government of the Soviet Union. The economic boom of
the 1990s and the newly acquired freedom and democracy were the foundation stones of the development of the modern
political situation of the state.

The aim of this paper is to evaluate to what degree, in conditions of higher economic prosperity (represented by
economic well-being), political representation and therefore society is less polarized and vice versa, whether regions
showing lower economic prosperity are more prone to the choice of more extremist, more polarized, political
representatives in given time period (from 1993 to 2021) and given space (NUTS 2 regions of the Czech Republic). The
aim defined will be examined in the context pf the theory of political cycle.

Literature review

The question of what polarization is, is best answered comprehensively with the help of the work of DiMaggio et al.
(1996), dealing with the definition of polarization as such. Polarization expresses the degree of disagreement (different,
even opposite opinions) of two or more subjects. As a rule, it is not possible to simplify polarization only to bipolar
agreement or disagreement with a given argument, it is necessary to establish the degree of the strength of polarization.
Not only the state but also the process can be considered as polarization. State polarization expresses the maximum
theoretical value of the degree of disagreement with a given argument, polarization as a process shows the development
of such disagreement or differences of opinion over time. This paper deals with the development of polarization and
especially the reasons for such development.

! Faculty of Business and Economics, Mendel University in Brno, Department of Economics, Zeméd&lska 1/1665, 613 00 Brno,
Czech Republic, xrolnik@mendelu.cz.
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Significant polarization affects voters' attitudes towards politics, disgust and general disinterest in political affairs
come to the word, same as the detachment from the views of a previously preferred party (which can eventually lead to
the central voter's theorem, a process of how polarization returns to its beginning state) and lower turnout (Fiorina et al.,
2005). Herherington (2001) opposes these views, arguing that polarization is positive in terms of clearly identifying voters
with elected parties, because these parties do not seek to reach the centre voters and, conversely, design their programs
so that they do not overlap with other parties. Even according to Wilson (2020), it is not proven that the non-polarized
situation (i.e., the domination of the central parties) has better socio-economic results in all cases. Binder (1999) and
Jones (2001) say that the polarization of the political spectrum undermines trust in the state's political system and can
block the legislative process. This is a problem especially for minority governments based on strong compromises, where
each party sets its own terms and exercises its right of veto.

The idea of the connection between polarization and economic prosperity is based mainly on the research of Funke et
al. (2016). This work demonstrates the theory of the impact of financial crises on political polarization, by analysing the
last 140 years of elections in Europe. The main benefit of this work is the finding that financial crises cause political
uncertainty due to the fragmentation of government majorities. On average, after the crisis, voters are turning to the far
right (an increase in votes of 30% on average, compared to the original values).

According to Han (2015) the political polarization of the parties depends on two factors - increasing income inequality
and institutional flexibility. Increased income inequality (and the consequent reduction in economic well-being) is
creating a demand for more extreme political leaders and shifting the arguments of political parties to more extreme
positions. On the contrary, this shift is smaller if the political system is limited by fewer political parties, i.e. less
competition and a less liberal environment. Thus, in a system characterized by many parliamentary and broad party
coalitions (for example the Czech Republic after year 2010), polarization is more likely to occur than in bilateral systems
(e.g. the United Kingdom). Regarding the definition of economic well-being, according to Vecéernik (2015), its indicators
can be considered, for example, GDP per capita or disposable household income. GDP per capita and unemployment can
be described as a macro-economic view of measuring subjective well-being, disposable income as a micro-economic
view.

Xiao (2015) proposes gross domestic product as the primary indicator of economic well-being. According to his work,
it should develop in a positive correlation with well-being. Xiao also includes income, expenses, debt and other owned
assets in its consumption indicators. This work will use simplification, in the form of disposable income, from which the
other three components are financed. The economic well-being of the consumer is positive if the consumer has
subjectively sufficient disposable income and is able to maintain it over time.

After examining the context of political polarization, it is necessary to set it in the context of the theory of the political
cycle. The theory is based on periodic fluctuations of fiscal policy depending on the election cycle. An interesting
overview of the existing literature and findings is provided by Shi and Svensson (2003). This approach is based on the
rational and strategic behaviour of politicians and voters, politicians influence fiscal policy for their re-election and try to
stimulate the economy before the elections, sometimes at the cost of increasing the national debt (according to their
responsibility and ideological direction. Rational voter behaves in this way, because short-sighted policies have an effect
thanks to the signalling effect, as voters have imperfect information about the characteristics of a potential government
or party and automatically consider them capable and high-quality based on their communication. According to their
work, left-wing parties are not reluctant to solving the problem of unemployment, even at the cost of increased inflation.
Similarly, Martinez (2009) proves that governments influence economic conditions at the end of their term, rather than
at the beginning. Voters only watch performance, if the performance is good, according to the voter, it will be the same
in the future. At the same time, a moral hazard-based approach shows up, as instead of electing a more competent
government, voters lean towards a government that ensures greater intervention in the economy for their benefit. As a
rule, political cycles are examined through the development of GDP, or the ratio of taxes vs spending. Bojar (2017)
reveals that not only the ideological position of the voter, but also his socio-economic background influences the voter
within the political cycle. The lower classes are sensitive to a change in the pre-election fiscal policy of the government,
especially with regard to the expenditure side of the budget. The work uses economic indicators from the year preceding
the election, as voters are influenced by the latest economic results, based on the theory of the political cycle.

In a follow-up, according to Azzimonti (2009), the polarization of society has a direct effect on the government's
acceptance of short-sighted economic solutions. This leads to low levels of investment, which are closely linked to
economic growth. The greater the degree of polarization, the greater the inefficiency. Opposing groups, whose views are
fundamentally different due to high polarization (even in terms of economics), want to enforce their own view of fiscal
policy. The government is usually confronted by the opposition, which is trying to bring the second electoral camp to its
side. Dissatisfied voters can be silenced by increased government spending, lower taxes and deficit funding. In the long
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run, this leads to pushing out the private investment and to two possible scenarios. Either the current (usually the
following) government will take advantage of the cuts and starts tightening its policy to prevent further budget deficit
growth, which is accompanied by an economic slowdown, or it will continue a similar irresponsible policy until the
system is on the verge of collapse. It is likely that the electoral camps will eventually unite and choose the ‘golden mean’
that will bring up otherwise unpopular belt tightening anyway

The research mentions many points that support the theory of the connection of the economic well-being of voters
and their decision-making in the electoral process. The individual differences (and especially their discrepancies) of the
works are the reason for the further analysis that this work provides. Based on previous research, GDP per capita,
household disposable income per capita and unemployment were selected to describe the relationship between economic
well-being and polarization. GDP is a suitable general indicator of the development of the economy, i.e., the overall
economic well-being in a given region. The development of disposable income best reflects the living conditions of
households and the population, and unemployment as it is also directly related to the living conditions of the population,
especially their livelihood and job stability may be the reason for electoral spill overs in the electoral process.

2 Methods

This work uses data from the ParlGov project (Doring and Manow, 2022), which deals with the division of individual
political parties on various ideological spectra, and data from the Czech Statistical Office, providing both the results of
elections to the Chamber of Deputies of the Czech Parliament at regional level (14 Czech regions at NUTS 2 level) same
as the necessary economic indicators at the regional level. This work uses its own index for evaluation of the extent of
political polarization, based on the left-right political spectrum, which is still proving to be the most used spectrum for
political analysis. Although the left-right division is spoken of as outdated, (thanks to the rise of new ‘catch-all’ parties
whose agenda is populist, flexible, and unstable on the spectre), combined with given dataset is considered as sufficient.

The hypothesis states that the dependence of political polarization on the economic well-being of the studied regions
of the Czech Republic exists, more precisely on the regional level. Data from the ParlGov project are used, concerning
the determination of given parties on the left-right ideological spectrum — the extreme left-wing parties are given the value
of =5 by the experts of the project, and the extreme right-wing parties of +5 and are divided into individual groups
according to the left-right spectrum. The data are then transformed into a polarization index by the author, separately for
each region, where for each year the cumulative voting results of the group are multiplied by the polarization value (on
the ideological spectrum) of the group of parties in absolute value, which represents the “weight of polarization”. Then
all the values of given year and region are added up. Based on this, a polarization index is created for the given region
and the given election year. The result of the index is divided by one hundred for greater clarity. These data will then be
analysed by the OLS method together with selected indicators of economic well-being.

The economic indicators used in this work are GDP per capita, net disposable household income per capita and
unemployment in the region. The data are drawn from the Czech Statistical Office. Regional accounts are used, for NUTS
2 regions (regions of the Czech Republic since their establishment in 2000 with backward calculation of data from the
establishment of Czech Republic in 1993). These data correspond methodologically to the European System of Accounts
(ESA 2010), are comparable and harmonized. The data are calculated by the workplace method, i.e., the results of units
are placed in the regions according to the actual place of the unit operation. Furthermore, the economic results of units
operating in several regions are calculated on the basis of the number of employees in the given region and the indicator
of disposable household income relates to the place of residence of households (Czech Statistical Office, 2022). The paper
further uses 5 control variables. These are socio-demographic variables that have influence on the election results and
thus on political polarization. The source of the data comes from the Czech Statistical Office (2022) aswell. Namely, they
consist of the voter turnout of given region and election year, the average state of population, the share of university-
educated persons in the average state of the population, population density and the share of population of outer age groups
in the average state of population (voters aged 20 to 29 and 65 years and older). The share of university-educated persons
was created by including the population census data (which takes place every 10 years since 1991). The annual data were
not available, so these were added according to the natural movement of the population per data of the CZSO. The use of
socio-demographic control variables, namely education variables, is supported by the works of Hayo and Seifert (2003),
Stanig (2013), who also use age variables. Hayo and Seifert (2003) also include population density (namely community
size). Population state, voter turnout and population density are used by e.g. Lindqvist and Ostling (2010). Turnout and
education are further mentioned by Dolezalova et al. (2017). All 5 control variables are also used in this context by
Finseraas and Vernby (2014).
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The paper uses a regression model for all the studied regions of Czech Republic of the following form: Polarization;
as an explained variable where i = 1, 2, . . ., 14 for the regions of the Czech Republic, t = 1992, 1996, . . ., 2021 for the
election years (9 observations). The basis of polarization index is explained before. a; is the constant, Bji: the regression
coefficients and ¢; the random component. GDP; represents gross domestic product per capita in CZK of the year previous
to the year of the elections according to the Czech Statistical Office data (same as the following variables). Unemp;,
representing unemployment values of the previous year of elections, and Disp_income;, representing household
disposable income per capita in CZK aswell of the previous elections. Turnout; represents control variable voter turnout
in percentage, Av_popi the average state of population of a given year, Dens; the density of population in persons per
square kilometre of region, University; the share of university educated population on the average state of population in
percentage and Outer_age; the share of outer age groups of voters in the average state of population in percentage.
Variables GDP, Disp_income, Av_pop are logarithmized due to greater clarity of the results and simpler analysis using
the OLS method.

Polarization;; = a; — B, GDP; + B, ; .Unemp; — B3 . Disp_income; ()
+ BaicTurnout; + Bs; (Av_pop; — PeiDens;
— ByiUniversity; + fg; Outer_age; + &;

The work assumes the same premise for each of the regions. Polarization will be negatively affected by the value of
gross domestic product per capita. Therefore, if GDP per capita drops, the polarization indicator will increase. The
indicator of household disposable income per person will show the same inclination and explanation. On the contrary, the
impact of the unemployment rate will be expected to be positive. The higher the unemployment, the higher the indicator
of the polarization of society. For the control variables, lower voter turnout increases political polarization, as more
opinionated and motivated voters go to the elections and mainly extreme parties benefit from that kind of movement.
Higher average population state leads to the same result, higher population density occurs in regions with greater urban
development, where it is possible to expect less extreme opinions (larger cities usually vote more moderately), a higher
proportion of university educated people will lead to a decrease in polarization, as university-educated people tend not to
agree with the ideas of the extreme right and left, and finally a larger share of outer age groups will lead to an increase
polarization, as these age groups are prone to choose more extreme positions based on benefits offered to them by given
parties.

3 Research results

Regarding the results, the most convincing models are models 3 and 6, which include the variable of disposable income.
Model 6 is chosen as the final model, which shows fewer problems with statistical verification, namely both models fail
the RESET test and the nonlinearity tests, which is most likely due to the low number of observations (126 observations).
However, model 3 also fails the autocorrelation tests and model 6 shows higher values of the coefficient of determination
(0,68 for model 3 and 0,69 for model 6). GDP variable and disposable income are not used in the models together, as
strong multicolinearity between these two variables exists, which is due to the similar basis of these variables. The
unemployment variable is not significant in any of the models, whether it is used alone or in combination with another
variable. Instead of the share of extreme age groups, the share of only the 65+ age group was also tested, which, however,
can be problematic in the Czech Republic, due to the tendency of the older population to choose populist parties, which
cannot be properly identified on the left-right spectrum, as they are positioned in the middle positions of the ideological
spectrum. This variable was eliminated after the Q-Q graph check, which showed an error with the data. Due to this
problem, models with and without the Outer_age variable were tested.
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Table 1 Estimation of the linear regression models — the influence on political polarization.

Coefficient and significance (*)
Model 1 Model 2 Model 3 Model 4 Model 5
Const 1.91973*** 0.593703 2.58061*** 2.35441*** 1.70155***
GDP —0.169790** - - —0.109035 -
Unemp - 0.00333478 - - —0.000207350
Disp_income - - —0.271192*** - -
Turnout 0.000814174 0.00301617** 0.000142679 0.000208467 0.00103419
Av_pop 0.215988*** 0.267230*** 0.188335*** 0.186399*** 0.213306***
Dens 0.000120616*** 0.000126771*** 9.45849e-05*** 0.000118016*** 0.000122835***
University —0.0322505*** —0.0381785*** —0.0287094*** —0.0314108*** —0.0354737***
Outer_age - - - —0.0187704** —0.0224166***
Model 6 Model 7 Model 8 Model 9 Model 10
Const 3.05864*** 1.86502*** 2.53760*** 2.35175*** 3.04318***
GDP - —0.166538** - —0.109117 -
Unemp - 0.00287631 0.00302040 7.66607e-05 0.000461787
Disp_income —0.225951*** - —0.269590*** - —0.226547***
Turnout —0.000550007 0.00127830 0.000609850 0.000222521 —0.000465706
Av_pop 0.157742** 0.212571*** 0.184108*** 0.186390*** 0.157664**
Dens 9.52144e-05*** 0.000118344*** 9.22247e-05*** 0.000117963*** 9.48418e-05***
University —0.0274339*** —0.0312598*** —0.0275871*** —0.0313868*** —0.0272860***
Outer_age —0.0168227** - - —0.0187182** —0.0165101*

Data source: Czech Statistical Office (Czech Statistical Office, 2022); Own processing

It is possible to confirm the dependence of political polarization on the economic well-being of the region if the
economic well-being is defined mainly by the disposable income of households (it plays a role in both chosen models 3
and 6). Model 6 has 69 % of explained polarization values, which is satisfactory for given economic and sociographic
data and it can be concluded that the influence of disposable income on political polarization cannot be rejected. The
results of economic well-being defined by gross domestic product are also convincing, but with a lower degree of
explained polarization values and with less significance (model 1 and 7). Unemployment values are not significant and
cannot be included in the given definition of economic well-being. Regarding the chosen model 6, the polarization is
affected by disposable income, in a negative direction, when an increase in disposable income by one percent leads to a
decrease in the average value of polarization by 0.23, which corresponds to the given theory.

As for the control variables, when the average state of the population increases by one percent, the average polarization
value increases by 0.16. When the population density increases by 1 person per square kilometre of the region, compared
to the theory mentioned above, the value of the polarization index increases by 0.000096. This is an almost negligible
effect, but it's important to mention, especially if it doesn't fit the theory. This effect might take place for a similar reason,
why the age variable 65+ was discarded — regions with a lower population density (usually less urban development) are
inhabited by older population, which is in recent years in the Czech Republic inclined to choose populist movements,
which occupy the central positions of the left-right spectrum. A similar explanation can be used for the variable of a larger
share of outer age groups, where the older group 65+ predominates, and therefore when the share increases by 1
percentage point, the polarization decreases by 0.02 of the index value. According to the theory, an increase in the share
of university-educated people by 1 percent leads to a decrease in the polarization index by 0.03 of the value. The variable
Turnout is not significant, since the agitation of political parties in the Czech Republic is most likely not reflected in
increased voter turnout. Increased values of the voter turnout can be observed after the collapse of the Soviet Union and
the independence of the Czech Republic, when emphasis was put on the democratic values of the state and citizens went
to the elections regularly, and gradually this participation decreased and stabilized.

It could be said that economic prosperity was not perfectly defined, as can be seen in the potential problems with
multicollinearity between GDP and disposable income and with unemployment, which is not significant in any of the
models. The problem is found in the fact that disposable income is partly contained in the country's gross domestic product
and only one of these variables should have been used.

The results of the work are in accordance with the work of Sacks et al. (2010), whose research confirms the connection
between higher disposable income and subjective indicators such as happiness, satisfaction with life, but also with the
economic well-being (which is defined slightly differently in his work). Fuentes and Rojas (2001) and Diener and Biswas
(2002) develop the idea of connecting disposable income with economic well-being with the satisfaction of basic needs.




The dissatisfaction of basic needs is followed by lower economic well-being (which is defined from a subjective point of
view, rather than based on objective economic data).

4 Conclusions

The economic well-being definition, represented mainly by disposable income, can be confirmed with some of the
reservations mentioned above. The tested hypothesis, i.e., the confirmation of the connection between political
polarization and economic well-being of regions of the Czech Republic since its formation in 1993 cannot be rejected.
The relation between economic well-being and political polarization suggests that lower economic prosperity is associated
with an increased degree of polarization. The findings correspond to the political cycle theory, as it is possible that the
political establishment will seek to stimulate the economy in order to get re-elected. This alternative way of researching
the reactions of voters to the previous performance of political representation can be interesting for further research into
the political cycle, when through polarization there can be observed the irrational reaction of voters to the extremes of the
spectrum depending on their programs, statements or short-sighted fiscal decisions regardless of their qualifications and
previous responsible governance. Suitable for further research in the field of political cycle theory could be research on
the basis used by this work, but based on the data of the Manifesto project (Lehmann et. al, 2022), which instead of a
static left-right division of parties on the spectrum introduces an evaluation on the spectrum for each election separately,
according to election programs, where current influences and promises of the politicians are best manifested.
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Abstract: Personal transportation is an issue that deserves interest in research activities.
There are plenty of situations necessary to deal with. The first one is transportation modes,
and the second trend of so-called “de-urbanisation”, which means moving citizens from cities
to small towns and villages. This trend very often causes an increased number of individual
car trips and, at the same time, the decreasing trend in using public transportation modes. All
mentioned circumstances lead to the necessity of finding new approaches how solving
situations. One of them is the carpooling system. The goal of the research and this paper is
to analyze passenger transport performance by mode and find possible consequnces with
economy performance. The key data used for analyses will be the total passenger transport
performance. It was found out that the development of transportation performance
corresponded with economic cycles measured by GDP.

Keywords: carpooling system, transport performance, economic cycles, transportation
service
JEL Classification: G32, E01, R40

1 Introduction

Insufficient public transport services, characterised by a certain number of bus and train connections, are a threat
especially in small municipalities with lower population density, which are primarily dependent on the financial resources
of the region. In order to improve the transport needs of the citizens of under-served municipalities, the application of a
carpool system becomes an interesting solution for improving the quality of transport services, especially in the less
populated parts of the region.

In the context of carpooling (sometimes also called ridesharing), the approach is generally positive and has high
potential in the future, and increasing positive attitudes towards carpooling are predicted (Becker et al., 2017). However,
the carpooling system has its limitations. Carpooling poses some risk for the passenger who is not in control of the driving,
but also for the driver who is carrying an unfamiliar person in his/her private car. The emphasis on safety, freedom, and
privacy consequently reduces the willingness to carpool (Javid et al., 2017 ). However, the convenience of driving when
the driver is alone in the car, the increasing number of car owners, and the difficulty of finding passengers with adequate
timing and routes keep the carpooling system low (Anthopoulos & Tzimos, 2021).

The availability of transport links reflects the degree of opportunity and quality of connections between locations or
socio-geographical parts of countries and continents. The main prerequisite should be the improvement of the
development of transport to-transport, which partly lies beyond the capabilities of transport operators and partly overlaps
the competences of infrastructure agencies. It is an approach to the construction and modernisation of transport
infrastructure with the general objective of creating sufficient capacity for the growing demand for transport and with the
specific objective of creating the conditions for alternative transport systems that will, in their consequences, relieve the
burden of growing road transport intensities on the environment and reduce the generally increasing risks of transport for
users (Zeleny, 2007). Technology is a key enabler of online platforms for ride-sharing systems that facilitate the process
of trip matching and lead to an increase in the services offered (Anthopoulos & Tzimos, 2021).
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1.1 Mobility management

Mobility, as the potential of movement, finds its realisation not only in movement as such, but also in means of
transport and traffic routes. It is an expression of people's ability and need to move. It is a set of intentions, strategies and
choices (Canzler, Kaufman, Kesselring, 2008). Among the factors influencing mobility, Chlan, Kudlackova (2004)
include the following factors:

e Socio-economic factors such as transport supply, housing availability, employment level, availability of
recreation places, availability of shopping places, disposable real income, supply and availability of jobs,
economic potential of the region, political situation in the area, age structure of the population of the area,
lifestyle, etc.

o demographic factors such as infrastructure, education level of the inhabitants of the area, co-communication
possibilities, spatial layout, possibilities of alternative modes of transport

e transport factors such as demand for transport, performance of transport infrastructure, organisation of transport
services in the territory, conditions of operation of individual modes of transport, functioning of the internal
market, constraints on the construction of new infrastructure, quality of transport, safety and reliability of
transport, etc.

e - environmental factors, such as environmental impacts of transport, environmental protection, the costs
attributed by the public to environmental impacts of transport, congestion, systematic promotion of
environmentally friendly modes of transport, etc.

Mobility management is defined as "smart travel organization", where the traveller can reach his/her destination easily
and with minimal obstacles. Mobility can be understood in different ways and as movement through different types of
space, which can be physical, digital or social space (Schwanen et al., 2015). The goal is to maintain high volumes of
accessibility while significantly reducing the negative effects of transport on people and the environment. This is a
demand-driven approach in transport, requiring new collaborations and a range of tools to promote changes in attitudes
and behaviour towards sustainable modes (Schmeidler, 2010). Sustainable modes of transport are defined as walking and
cycling, carpooling (paid hitchhiking), car-sharing and public transport. Compared to mobility management, transport
system management is mainly characterised by its supply-oriented approach. In addition, it seeks to optimise the capacity
of transport corridors through telematics, pricing systems, etc., and focuses more on end-output solutions, whereas
mobility management precedes this approach

1.2 Transportation performance and carpooling system

Transport infrastructure, including the road network, is a fundamental and necessary condition for access to mobility.
But equally important is the provision of transport services to this infrastructure. It cannot be assumed that every citizen
can have their own means of transport and, in particular, children, the elderly and the disabled are often dependent on
public transport. This is particularly a problem in peripheral border locations with low population density and an outdated
public transport system (Baran & Augustyn, 2021). Quality public transport and thus quality accessibility form part of
the fulfilment of citizens' right to access mobility (Schmeidler, 2010). Transport performance is closely related to housing,
employment, education, trade and services. It is the solution of these basic human needs that influences the organisation
and the way of ensuring their accessibility from the transport point of view (Kudlackova, Chlan, 2004). Transport
performance can be effectively influenced by economic instruments such as charging for the use of roads or internalisation
of external costs in transport. A mix of legislative and fiscal instruments, investment policy, subsidies and national and
regional development measures is necessary for better decision-making in the field of sustainable mobility (Kudlackova,
Chlai, 2004).

Carpooling simply means a system of carpooling based on an agreement between two or more people to travel together
(Gheorghiu & Delhomme, 2018). In the context of mobility management, it is the organization of carpooling by cars or
minibuses, with the main objective of increasing vehicle occupancy and also offering flexible time frames, where drivers
and co-drivers themselves choose group departures according to their needs. An important side effect is the reduction in
the number of trips made by individuals who are transported from the same or a nearby source to a common destination
(Aguiléra & Pigalle, 2021). The development of carpooling includes several benefits at the societal and individual level.
At the societal level, carpooling significantly reduces traffic and air pollution at the individual level by reducing the cost
and length of trips for users as it can also reduce the number of cars on the road (Wang et al., 2019). Thus, it is clear that
ridesharing leads to savings in fuel, insurance and vehicle maintenance, and not infrequently, time savings. A further
benefit is then the reduction of negative impacts from transport on the air. Carpooling is a complementary measure to the
whole system of alternative transport, which is offered as part of the commuting of employees or other target groups in a
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given locality (Pliskova, 2007). Carpooling is most often used through websites or applications not only abroad but also
in the Czech Republic.

We analyzed in pervious paragraphs mobility management, transportation performance and carpooling system. There
are consequences with economic cycles. The reason is quite simple. The right way to analyze any economics data in time
period, in our case transportation performance, is to consider economics performance of the country. Obviously, the most
common indicator used for this purpose is GDP. Economic cycle is going to be represented by GDP growth rate in period
1997 — 2021.

2 Methods

The goal of the research and this paper is to analyze passenger transport performance by mode and find possible
consequences. Furthermore, to analyze the context of changes in economic performance (in different phases of the
business cycle in the Czech Republic) and changes in passenger transport performance by mode. The results will be used
of the kind of prove or evidence for application new transportation modes.

The data were drawn from both national accounting and the transport yearbook of the Czech Republic, for the period
1997 - 2021. Based on GDP ( year-on-year volume indices), intervals where GDP growths increased and intervals where
GDP growths decreased were constructed (Figure 1).

Figure 1 GDP growth rate
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Consequently, the relationship between GDP development and passenger transport performance was analysed. The
relationship between the development of GDP and the different types of passenger transport was examined in more detail
by means of correlation coefficients, a measure of correlation that expresses a linear dependence between two variables
and takes values from -1 to 1. Attention was paid in particular to the period before the Covid-19 crisis, the period of the
covid crisis, which continues with the crisis associated with the Ukrainian war and the energy crisis.

The average growth rates for each interval were determined using the geometric mean
k="lki.ky ... .k, (1)
where:

k; are GDP volume indexes, n is the number of years in the period..

3 Research results

The relationship between the change in passenger transport performance and the change in GDP was verified through a
dot plot including the expression of a regression equation with the calculation of the correlation coefficient (Figure 2).
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Figure 2 Dot plot of the relationship between growth in passenger transport performance and GDP growth
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Figure 2 shows that there is a direct linear relationship between growth in passenger transport performance and GDP
growth (excluding the effect of prices). This linear dependence is moderately strong, as indicated by the correlation
coefficient. If we focus on the intervals that indicate the increases or decreases in GDP, i.e. the growth or decline of the
Czech economy, it is clear from Figure 3 that these changes take place in the same direction for the variables under study,
but with different intensities. Different intensities can be observed especially in the recent periods related to the Covid-
19 crisis and the subsequent slight recovery before the Ukraine-related crisis and the energy crisis.

Figure 1 Average growth rates of GDP and passenger transport performance
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A more detailed analysis that focuses on the relationship between the change in transport performance by mode and
the change in GDP (Table 1) indicates that the strongest statistically significant direct linear relationship was found, as
expected, for public transport (correlation coefficient 0.597), which includes rail transport (correlation coefficient 0.619),
bus transport (correlation coefficient 0.536).
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Table 1 Correlation coefficients of GDP and selected variables

Indicator Correlation coefficient
Total transport capacity 0.551
Rail transport 0.619
Bus transport 0.536
Air transport 0.433
Inland waterway transport 0.128
Urban public transport 0.462
Total public transport 0.597
Individual car passenger transport 0.401

Source: Own processing

A statistically insignificant dependence of GDP development was confirmed for inland waterway transport and
individual car passenger transport. Individual car passenger transport is not only related to journeys to work and thus to
the creation of added value in the enterprise, but people are usually transported for other purposes (to the doctor, to the
authorities, to school).

Next, attention was focused on the evolution of passenger transport performance by type in the period before the covid
crisis, during the covid crisis and then in the last period under review (Table 2).

Table 2. Growth rate of transport performance by mode of transport

period Total Rail Bus Air Inland Urban Total Individual
transpor transport transpo transport waterw public public car
t rt ay transport transpo
. passenger
capacity transpo rt
transport
rt
2012-2019 1.030 1.060 1.023 1.015 0.978 1.016 1.025 1.034
2019-2020 | 0.681 0.610 0.516 0.158 0.742 0.415 0.418 0.849
2020-2021 1.233 1.023 0.992 2.277 1.304 0.951 1.098 1.276

Source: Own processing

Itis clear from Table 2 that all passenger transport performance by type increased slightly prior to the covid crisis, i.e.
during the period of economic growth (Figure 3), irrespective of the type of passenger transport, followed by a large drop
in passenger transport associated with the closed economy during the “covid period”. Air transport, public transport and
urban public transport experienced the highest drops. In what can be described as the post-Covid period, passenger
transport performance increased by 23.3%, but public passenger transport only recorded a 9.8% increase. The highest
increase can be observed in individual car transport, with 27.6%. This annual increase is significantly higher than the
annual growth rate in the period before the financial crisis. This reflects the higher interest of people in individual car
transport, whether for various reasons such as higher safety in terms of infection, higher flexibility, etc. It is clear from
this analysis that shared transport and its further expansion is important. Particularly in communities with lower transport
services, it can be an advantage for citizens when travelling not only to work, but also e.g. to the doctor, to school, etc.

4 Discussion and conclusions

Now, there is the place for research question. How and what can we derive from previous part where we got results of
analyses. The answer is quite simple. It would be very unwise not to develop new ways of transportation modes. One of
these is ridesharing or better known as carpooling. This mode has different ways of applications but we can actually make
the list of advantages but also disadvantages:

Benefits of carpooling:

- Carpools save money by sharing the cost of driving one car. Driving in one car saves on fuel, tolls, parking and vehicle
maintenance,

- carpooling eases the burden on the road,

- reduces environmental pollution,
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- reduces the stress of driving for those who are passengers,

- provides new social contacts,

- faster travel than using public transport without changing trains,

- comfort for the driver and passengers,

- some companies offer more convenient parking spaces for carpolers.
Disadvantages of carpooling

- Drivers bear the burden of any lawsuit from passengers in the event of an accident,

- the passenger doesn't know the driver in advance, nor the level of his driving skills. Mutual trust between driver and
passenger is necessary.

Given advantages and disadvantages are compilation of authors own ideas and research papers by authors like
Bruglieri et al., (2011), Pukhovskiy et al., (2011), Tahmasseby et al., (2016).
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Abstract: Whilst it is generally accepted that politics and ethics are an uneasy match at times,
there is still an expectation from the electorate that politicians elected to positions of public
power behave in the best interest of the nation and its constituents. Such notions have come
under attack in Australia during the term of the previous federal government. Between 2019
and 2022 an unprecedented level of unethical behaviour by public officials has been on
display, with accountability and transparency featuring very low in decisionmaking
processes. A string of scandals that has plagued the previous government have included the
questionable distribution of government funding to sporting bodies and the building of car
parks in hand-picked electorates, with the aim of strengthening the chances of re-election.
Other grants have also come to be questioned, including the award of nearly half a billion
dollars to a small foundation after the tender process was bypassed. The latest saga involved
the previous Prime Minister (PM) secretly amassing an extra five ministries in secret, in
cahoots with the Governor General (the monarchical representative), who himself became
embroiled in a controversial financial grant allocation after personally lobbying the PM for
the award.Unethical behaviour appears to be on the increase and there is a need to take action
to prevent the further erosion of public trust in government officials. This paper highlights
major events of concern during the last term of government, and concludes by suggesting a
range of remedies, such the establishment of a federal ani-corruption body, the legal
codification of the role of the Governor-General, and enhancing ministerial standards
through regulations.

Keywords: ethics, politics, public officials, politicians, transparency, accountability
JEL Classification: D73, D71

1 Introduction

The focus of this paper is on events that have occurred at the Australian federal political level during the course of the
Morrison government, focusing in particular, between the period 2019 - 2022. This is not a party political paper, as the
issues discussed herein would equally apply to any political party in power at the time. The intention of this paper is to
draw attention to gaps in governance legislation and regulation that have enabled individuals to behave in a questionable
manner, one that appears to lack ethical considerations and is shrouded in an absence of transparency and accountability.
In this context, the paper aims to provide suggestions for future generic remedies to the current controversies, regardless
of which political party may rule in the future.

As the events discussed in this paper are contemporary, there is a dearth of information available in the public domain,
making a formal literature review impossible. Virtually all of the reporting to date has been via the media providing
summary briefs lacking in-depth analysis.

By way of background, to provide a greater understanding of the decision-making process in Australian federal
politics, a summary of the Australian culture, according to Hofstede’s (2022) theory, is given at Figure 1. Aspects of the
Australian culture will be referrd to later in the paper.

Hofstede’s (2022) six dimensions for Australia are summeraised below:

1. Power distance ,,is defined as the extent to which the less powerful members of institutions and organisations
within a country expect and accept that power is distributed unequally“. Australian culture, with a score of
38, has a low power distance with a hierarchical structure of convenience with high flow formal and informal
communications between different layers of organisational structure;

1 University of South Bohemia in Ceské Budgjovice, Department of Trade, Tourism and Languages, Studentska 13, 370 05 Ceské
Budgjovice, Czech Republic, rbergami@ef.jcu.cz.
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Figure 1 The
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Individualism is ,,the degree of interdependence a society maintains among its members. It has to do with
whether people’s self-image is defined in terms of “I”” or “We”. In Individualist societies people are supposed
to look after themselves and their direct family only“. Australia is a highly individualistic society as reflected
by the high score of 90. Cynically, in the eyes of some, it may be argued this is the ideal environment for
politicians who tend to look after themselves;

Masculinity ,,indicates that the society will be driven by competition, achievement and success, with success
being defined by the “winner” or “best-in-the-field.” This value system starts in school and continues
throughout one’s life — both in work and leisure pursuits. Australia, with a score of 61, has a masculine
society, meaning the goals is to ,win‘ in life, in a ,winner takes all‘ approach. This is perhaps well suited to
politicians who enjoy winning against opposition;

Uncertainty avoidance is the ,,way that a society deals with the fact that the future can never be known:
should we try to control the future or just let it happen? ... The extent to which the members of a culture feel
threatened by ambiguous or unknown situations and have created beliefs and institutions that try to avoid
these®. Although uncertainty avoidancedoes not feature particularly high in Australian culture with a score
of 51, recent events in federal politics may well shake the belief that institutions that are capable of avoiding
ambiguity do exist;

Long term orientation ,,describes how every society has to maintain some links with its own past while
dealing with the challenges of the present and future, and societies prioritise these two existential goals
differently. Normative societies which score low on this dimension, for example, prefer to maintain time-
honoured traditions and norms while viewing societal change with suspicion®. Australia falls into this
category, with a low score of 21, consequently, they have a strong concern for etsablishiung the absolute
truth, have respect for traditions, low emphasis on saving for the future, and are motivated in achieving quick
results. The quest for the truth has probably been seen in the resulting exposure of controversial political
decisions, and the quick result approach is seen in some government programs; and

Indulgence is “the extent to which people try to control their desires and impulses, based on the way they
were raised”. Indulgence indicates relatively weak control, whereas restrainy indicates strong control.
Australia, with a score of 71, has an indulgent culture meaning there is a tendency to materialise desires and
impulses for enjoying life and having fun. This means they generally have a positive attitude, are optimistic
and regard leisure time, act as one pleases and spend money as they wish as being importnat aspects of their
life.

six dimensions of Australian culture

90
71
61
21
I 21

Individualism Mas culinity LIncertainty Long Term Indulgence
Avoidance Orientation

Source: https://www.hofstede-insights.com/country-comparison/australia/

Having provided an overview fo the Australian culture, the next section considers various definitions of ethics as they
may apply to politics.

2 Ethics

A definition of ethics is the focus on ,,the creation of a moral compass” (Natale & Libertella, 2016, p. 35). Indeed Ristovski
(2017) argues that ,,morality and ethics as social categories are crucial for generating a sound political culture in any
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society. Through the process of political socialization these categories infleunce not only the culture in a nation, but its
political ideologies as well* (p. 91). Dictionary definitions of ethics ("Cambridge ", 2022; "Dictionary," 2022) also reflect
a focus on ethics as being a guiding philosophy; principles of conduct governing an individual or a group; a set or system
of moral issues or apsects; the discipline dealing with what is good and bad and with moral duty and obligation; a
consciousness of moral importance; and the study of what is morally right and wrong, or a set of beliefs about what is
morally right and wrong. Morality is, therefore, one of the central tenets of ethics and, consequently, so is ethical
behaviour.

The focus of this paper is to highlight a series of questionable decisions that were taken under the Morrison Liberal
government, consequently, it is important to define governmental unethical behavior. ,,Unethical behavour in government
is viewed as a situation where there is fraudulent or dishonest conduct or improper behaviour by people who are in
positions of power. Bribery, extortion, embezzlement, the use of legislated powers by government officials for illegitimate
private gain, nepotism, rent seeking, etc, are some examples for unethical behaviour in government* (Aktan, 2015, p. 63).
According to Roth (2004) ,,ethics and politics are normally considered domains that do not mix. In fact, domains that
have little to do with one another* (p. 1), yet, there is a need for these domains to meet, for otherwise we fail to meet the
basic principle of utilitarianism, which is that ,,the right thing to do is whatever will promote the greatest happiness of the
greatest number of people” (p.51). As governments run the nation and their decisions affect the population at large, these
processes ought to consider core ethical principles, in order to avoid corrupt behaviour. This is necessary because
political corruption affects each nation-state differently, but the outcomes are nominally the same: a deficit of public
trust, weakened government institutions and undermined political systems” (dela Rama M. J., Lester M. E., & Staples,
2022,p.1) .

,,The legitimacy of corruption cannot be analysed without simultaneously addressing the legitimacy of public office
or entrusted power* (Kolstad, 2012, p. 242). It is known that politicians are presented with difficult decisions that, at
times, requires them to prioritise and take courses of action that should, at least in theory, result in the best outcome for
the nation and the electorate. Yet, at times, this may not be so as, among other things, lobbying interests influence
politicians. It is also known that politicians have a strong desire to remain in power, and that means being re-elected. It is
perhaps this desire that contributes to the development of unethical behaviour, with one of the most popular Australian
methods used to retain power being pork barrelling, discussed in the next section.

3 Pork barrelling

Pork barrelling is the ,,use of public resources to target certain voters for partisan purposes — for example, by spending
public money in particular electorates to try to win more votes rather than spending those funds where they are most
needed. Using grants to buy votes is one of the most visible forms of pork-barrelling. Grants processes often allow
substantial ministerial discretion with little transparency* (Griffiths, Stobart, & Wood, 2022), and described as ,,an ideal
vehicle for delivering pork™ (Connolly, 2020, p. 29).

Both sides of politics use pork barrelling, but whoever is governing has discretionary power to decide where funding
is channelled. As shown in Figure 2, government grants at both federal and state levels favour the encumbent, regardless
of which party is in power. For example, NSW has a Liberal (right wing) government, whereas Victoria and Queensland
have Labor (left wing) governments.
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Figure 2 Government grants allocations

Government seats receive more grant funding than opposition seats
Funding awarded per seat on average across seven federal and four state grant programs

Federal grants State grants (Vic, NSW, Qld)
$6m
$0.9m
$4m
$0.6m
$2m
$0.3m
$0m - $0m I
Government Opposition Government Opposition

Notes: Independent soats and regional gran! programs have been excluded. Grants awarded batween 2017 and 2021. Averages are per slection cycle. 1
Saurce: Graftan analysis of data collated from GrantConnect by Th Age / Sydnay Moming Haraid (2021)

Source: https://grattan.edu.au/news/pork-barrelling-is-a-waste-of-taxpayer-money-heres-how-to-stop-it/

However, during the course of the previous Morrison government, it would appear that pork barrelling reached new
heights. A number of decisions were made that were considered scandalous, once their details emerged. Due to length
constraints, this paper concentrates on what were arguably the two most contentious discretionary funding decisions on
separate federal grant government allocations: the sports grants and the car park grants.

3.1 Sport grants rorts

This funding scheme, amounting to 100 million Australian dollars, was devised and put in place just prior to the 2019
election, in what was subsequently recognised as being an exercise of voter influence in marginal seats. In fact the
government ,.had kept sending out grants while in caretaker mode, after the election was called (in breach of caretaker
conventions)*“ (Napier-Raman, 2020). An investigation by the Auditor-General, found that ,,the award of grant funding
was not informed by an appropriate assessment process and the successful applicants were not those who had been
assessed as most meritorious” (Auditor-General (Cth), 2019, p. 6). This “scandal was particularly controversial as 43%
of approved grant applications were in fact ineligible to receive funding” (Mcllroy, 2020). Therefore, two concurrent
issues emerged: a breach of the caretaker conventions and the skewness of the grants allocation. The fallout from this
scandal was the resignation of the responsible minister, not because of alleged improper behaviour over the funding
scandal, but rather, over an undeclared membership to a gun club that was deemed to be a “conflict of interest”. The
minister in question was subsequently reinstated to a senior position in the Morrison government — a ‘no-fault behaviour’
approach in full display.

3.2 Commuter car park rorts

This was a 660 million Australian dollars commuter car park administration fund, found to have been ineffectively
administered. ,,The minister had distributed the grants with “inadequate assessment” for eligibility. The auditor-general’s
report found 77% of the commuter car park sites selected were in Coalition [Liberal government] electorates, rather than
in areas of real need with congestion issues. Damningly, none of the 47 project sites selected for funding commitment
were proposed by the department. This suggests there has been extensive ministerial interference in the funding decision-
making” (Ng, 2021). This provided a clear example of pork barrelling, so much so that this program was commonly
referred to in the media as ‘car porks’ in an obvious reference to vote buying behaviour. In fact, most of the promised car
parks were “promised in Melbourne’s east and south-east where the Liberal Party was defending a string of marginal
electorates in 2019” (Wright & Curtis, 2022).

4 Other questionable events

Apart from the pork barrelling examples outlined above, other events have also highlighted questionable behaviour, as
outlined below.

4.1 French submarine deal

Australia had chosen France’s Naval group as the successful bidder for new electric-diesel submarines over alternative
bidders from Germany and Japan. The project had started, but was cancelled by the Morrison government in favour of a
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new deal with the UK and the US - the AUKUS pact. The decision to terminate the Naval deal was shrouded in secret
and the rationale provided for scrapping the French deal was that Australia needed to increase its stealth with a new
generation of submarines, which, incidentally were going to be nuclear powered. This was a monumental eventas, by
default, it meant that Australia had become a nuclear power overnight, without any discussion about this in the broader
community. The scrapping of the French deal cost the Australian taxpayer 555 million Euro — not an insignificant sum.
Additional to this cost is the uncertainty of the nuclear submarine availability which is projected not to occur until 2040,
leaving Australia with a 20 year defence gap. By the time 2040 comes around, who knows whether the currently designed
and planned submarines will still be a good choice, or whether submarines will be redundant as a defence mechanism.

4.2 Secret ministries

After the defeat of the Morrison government in 2022, it was revealed that ,.between March 2020 and May 2021,
Morrison appointed himself minister of health, finance, home affairs, treasury and industry — moves that appeared to
have given him powers equal to the ministers already appointed to those positions* (Associated Press, 2022). This process
went against all conventions and good principles of governance. Morrison explained that as he took no active decision-
making in those portfolios, it was not a matter for concern and, in any case, he did it because of the Covid-19 pandemic,
although by 2021 there was little, if any, in the way of emergency powers in place. The fact that the ministries were
approved in secret has to be questioned — there is no transparency, but a high degree of personal control that seems to
have been exercised in these circumstances. Given ministerial posts require the approval of the Governor-General (the
Queen‘s/King‘s representative, as Australia has a monarchical constitution), their surrounding secrecy brings into
question the role and purpose of the Governor-General’s office. Apparently there is no Governor-General diary entries
for these ministerial appointements, in itself a curious situation — why all the secrecy? Morrison has demonstrated
tendencies of complete control during his tenure as Prime Minister and he defended his actions by claiming that ,,as prime
minister, he was responsible for everything — “every drop of rain, every strain of the virus, everything that occurred over
that period of time ... | believed it was necessary to have authority, to have what were effectively emergency powers, to
exercise in extreme situations that would be unforeseen, that would enable me to act in the national interests” (Associated
Press, 2022). One has to question whether the claim that a human is responsible for natural events like drops of rain or
virus strains, are credible, or whether they represent a Messiah complex — an appropriate question given Morrison
espoused strong religious faith, in itself a curious point, given that some of his alleged actions, such as lack of transparency
and looseness with the truth may have contradicted principles of Christian values. There is no accusation against the
individual, just observations of concern.

4.3 Governor-General personal lobbying

It was discovered that the Governor-General, through personal lobbying, had managed to get an allocation of 18
million Australian dollars from Morrison for a foundation called Australian Future Leaders Program. ,,The foundation
came under intense scrutiny during former Mr Morrison’s final month in office, with the government confirming the
funding was awarded without a competitive tender to a charity that didn’t appear operational and which did not have a
website, staff or an office“ (Robertson, 2022). Why would the Governor-General personally lobby for such an
organisation? Is there a link between this and the secret five ministries? There is no accusation, but these circumstances
leave one to wonder about the behind the scenes machinations. It is extraordinary that an allocation of public funding
could be done in such a manner. The Albanese Labor government, who won the 2022 election, has now confirmed that
the funding for that (non-existent) entity has been withdrawn.

5 Conclusion and recommendations

Under the Morrison government, Australians have witnessed a spate of questionable political decisison-making processes,
demonstrating a lack of ethical fortitude, little transparency and a web of mis-truths and obfuscations, all designed to
maintain control and secrecy over processes and behind the scene machinations.

No doubt, much of this was driven by the desire to remain in power, but also by the short-term orientation and
individualism aspects of the Australian culture. In sumary, this may be simply reduced to: | will look after myself now
and will not be too concerned about others or the future. Both of these aspects do not augur well for sustainability and an
improvement of the status quo to the benefit of Australian society. An increased suspicion of politicians‘ behaviour and
a concurrent decrease in government and democtratic principles has taken place and these matters need to be addressed
and reversed. Among other things, the wasteful disbursement of taxpayer money on ill-conceived grants and questionable
decisions on other matters outined n this paper have essentially robbed taxpayers the opportunity of better healthcare and
education opportunities. Australia now sits at its lowest historical point on Transparancey International’s Corruption
Perception Index, and no longer in the top 10 category. This cannot be good for the nation’s reputation, and it may
increasingly become the target of international bad actors, seeking to exploit corruption possibilities. Therefore, to begin
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a period of cultural influence for the better, based on the examples of questionable behaviour highlighted in this paper,
the following recommendations are offered:

1. The code of conduct for parliamentarians be codified through laws or regulations, emposing grater transparency
on behaviours and possible conflicts of interest disclosures, as well as penalties for breaches of these
laws/regulations, in order to avoid future questionable behaviour, such as secret ministerial appointments;

2. All grants projects above a certain base line, for example 10 million dollars, be subject to parliamentary multi-
party oversight, to ensure there is no repeat of past grant-skewing to influence voters;

3. All matters of national interest, such as defence spending, be subject to a parliamentary multi-party panel review
prior to approval, to avoid a repeat of the submarine debacle;

4. A federal anti-corruption commission be established with broad-based powers to investigate public officials and
third parties, through public hearings as necessary. The inclusion of third parties is necessary as these may
influence politicians® behaviour and may stand to gain illegitimately from political decisions. This body should
be indepedendly funded and only subject to multi-party government oversight, to ensure no party political
interference occurs; and

5. The role of the Governor-General should be codified via an act of parliament, to ensure clarity on the authority
and responsibilities this office has, especially due to the extraordinary current powers this office can wield — for
example in 1975 an elected Australian Prime Minister was deposed throught the powers exercised by this office,
but to date no codification of such powers exist. The alternative is to change the constitution and make Australia
a republic, thereby removing this office altogether.
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Abstract: Digitalization, digital performance and transformation have become remarkable
phenomena as of late. Digital transformation helps increase digital competencies and creates
an ecosystem with more technologically advanced products and services, thus becoming an
important prerequisite for the competitiveness of economies. However, this transformation
has an impact not only on economies, but also on society as a whole, and therefore it has
become a complex topic that is being addressed by various European and national agendas.
Various development policies are being formed, and the effects of digital transformation on
the socio-economic sphere are being examined as technological progress brings with it not
only great challenges and opportunities, but also threats to society, economies and individual
businesses. In order to assess the level of digital transformation, the European Union
processes a number of different composite indicators. This paper concentrates on digital
performance and its measurement through selected composite indicators (DESI, EIDES).
The aim of this paper is to examine the relationships between these composite indicators and
productivity rate (represented by GDP per capita and Total Factor Productivity). Using this
analysis, it is possible to capture the position of the Czech Republic within EU member states
and form recommendations for improving its position.

Keywords: digitalization, digital performance, composite indexes, EIDES, productivity
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1 Introduction

Technological progress and the swift development of modern technologies is changing the world and impacting the
competitive position of individual sectors of the economy and whole countries, business models and the behavior of those
participating in market processes (Marszalek & Ratajczak-Mrozek, 2022). Thanks to the massive and global emergence
of new technologies, value chains are changing, and new innovative business models are being formed. Digitalization
(also sometimes dubbed “the digital revolution™) is reshaping almost every part of both company and private life and
transforming society (TWI2050, 2019; Vor dem Esche & Hennig-Thurau, 2014). It includes the integration of digital
technology not only into economies and namely businesses, but also into all areas of society while fundamentally
changing the way in which individuals function (Henriette et al., 2015). In the context of the development of business
models, operations and markets, digitalization is viewed in terms of the opportunities that new technologies provide, as
it enables various new forms of cooperation between businesses and the individualization of products and services; it also
creates new forms of relationships between businesses and clients or employees and brings along new business
opportunities (Rachinger et al., 2019). It is becoming the driving force for companies, markets and regions in sustaining
competitiveness or growth. Technologies thus have a fundamental influence on the development of society as a whole
and the behavior of individual economic entities. The term “digital economy” is used in the sense of a resource for
sustaining competitiveness, economic growth and development (Palacka et al., 2021; Miethlich et al., 2020). However,
the digital economy also has a more general meaning, e.g. the World Bank (2016) characterizes it as a system of economic,
social and cultural relations that are based on digital technologies.

The paper presented here deals with the issue of measuring digital performance with the use of composite indicators.
The paper is structured in the following manner: Firstly, the theoretical basis concerning the issue of digitalization,
technological progress, digital technologies, digital transformation, etc. is established. Subsequently, applied methods
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and procedures used in the analytical section of this paper are presented. This is followed by a section depicting the
primary results and the opening of a discussion on the issue at hand. The Conclusion summarizes the collected findings
and outlines issues concerning future development.

The EU processes a whole score of composite indicators through which it assesses the degree of digitalization.
Achievement of the established goals of Europe’s digital transformation is to be ensured by the “Path to the Digital
Decade” program (European Commission, 2021a), a part of which is a monitoring system that stems from the Digital
Economy and Society Index (DESI) composite indicator. This index assesses digital performance and measures the
progress of EU countries in fulfilling the goals for 2030 (European Commission, 2022b).

Nonetheless, questions remain as to the relationship between the digital performance of individual countries presented
via selected composite indicators and their productivity. The goal of this paper is to explore the relationships between
selected composite indicators (DESI, EIDES) and the degree of productivity represented by GDP per capita and Total
Factor Productivity indicators. Attention will be given namely to the Czech Republic and its position.

2 Theoretical Background

Three terms often appear in relation to technological progress and the development of modern technologies —
digitalization, digitization and digital transformation — which sometimes tend to be interchanged. Vor dem Esche &
Hennig-Thurau (2014) define digitalization as: “a major change process with enormous “disruptive power” that effects
not only the area of information and communication, but also products, services and distribution channels.” Parida et al.
(2019) view digitalization as “the use of digital technologies to innovate a business model and provide new revenue
streams and value-producing opportunities in industrial ecosystems”. Gartner’s Glossary (2021) defines digitalization
similarly, viewing it as “the process of moving to a digital business”, in which digitalization means the “use of digital
technologies to change a business model and provide new revenue and value-producing opportunities”. However,
digitalization impacts all sectors and companies without exception, and even despite the fact that its impact and effect
can vary (Marszalek & Ratajczak-Mrozek, 2022), it has become crucial for securing competitiveness (and in some sectors
even survival) into the future (Caputo et al., 2021). This does not only concern business entities, sectors or markets;
digitalization also includes the integration of various technologies into our daily lives, e.g. smart devices, mobile devices,
smart homes, smart cities or smart mobility. It thus has a broad socio-economic impact. For this reason, digitalization is
also viewed as a major driver of growth and sustainability (Bleicher & Stanley, 2017). It should not be equated to
digitization, which means the transition from analogue to digital format (Gartner’s Glossary, 2021). This deals merely
with the digital conversion of existing documents and data, in which we digitize information, not a process. The meaning
of digitalization (which thanks to the possibilities of digital technology makes it possible to collect large amounts of data,
analyze them, establish trends and provide valuable information for more qualified decision making) is thus much broader
and can be identified with qualitative change and specific transformation (Marszalek & Ratajczak-Mrozek, 2022). The
term digital transformation is then used as a label for strategic transformations focusing on organizational changes realized
via digitalization projects with the goal of enabling significant business improvements (Warner & Wéger, 2019). As
Bloomberg (2018) summarizes these differences, we digitize information, but we digitalize the processes and roles on
which the operation of a business stands, and we digitally transform a business and its strategy; from a different point of
view, digitization and digitalization are about technologies, whereas digital transformation from a business’s point of
view is about the client.

Digital transformation based on modern technologies is becoming a multidisciplinary issue that various national and
international companies focus on in the context of opportunities and benefits, but also potential threats. Even the European
Union sees digital solutions as fundamental in ensuring the renewal of Europe and its competitiveness in the global
economy. Therefore, digital transformation is one of the EU’s priorities. The report on shaping the digital future of Europe
(European Parliament, 2021) calls for the utilization of opportunities of a united digital market, improvement of the use
of artificial intelligence and the support of digital innovations and skills. In addition to instating technologies and the
necessary infrastructure, the acquisition of digital skills is becoming a crucial prerequisite for further development and
success. The EU’s digital strategy aims to ensure that the digital transformation benefits the wider public and businesses
while helping to achieve its goal of a climate neutral Europe by 2050 (European Commission, n.d.a). In 2021, the
European Commission presented its vision and the direction of Europe’s digital transformation up to 2030, in which it
proposes a so-called “Digital Compass” for the digital decade in the EU. This compass has four basic dimensions
(European Commission, n.d.b):

e  Skills— 20 million specialists in the field of information and communication technologies, equality between men
and women, basic digital skills among at least 80% of the population.
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e Digital transformation of businesses - instating technologies (75% of companies in the EU using Cloud / Al /
Big Data); innovators (growth support for quickly developing businesses and financing to double the number of
“unicorn-grade” businesses in the EU); in the later phase, over 90% of small and medium-sized enterprises will
achieve at least a basic level of digital intensity.

e Secure and sustainable infrastructures — connectivity (Gigabit for everyone, 5G networks), cutting-edge
semiconductors (doubled EU share in global production), data — Edge and Cloud (10,000 climate-neutral highly
secure edge nodes), connectivity (first computer with quantum acceleration).

e Digitalization of public services — key public services 100% online, e-Health (access to medical records for
100% of citizens), digital identity (80% of citizens using digital identification).

Digital technologies should be a benefit to society and competitiveness in the long-term, and therefore they play
a fundamental role in all EU policies while also receiving financial support. The Digital Europe program, which was
adopted in April 2021, is the EU’s first financial instrument focused specifically on bringing technology to businesses
and people. It aims to invest in digital infrastructure so that strategic technologies can help boost Europe’s competitiveness
and green transition, as well as ensure technological sovereignty. The Horizon Europe and Connecting Europe Facility
programs also allocate significant funds for the development of digital progress. The EU's plan for economic recovery
demands that member states allocate at least 20% of the €672.5 billion Recovery and Resilience Facility to digital
transition (European Parliament, 2022).

3 Methods

In this study, we focus on the relationship between composite indexes reflecting digital performance and productivity in
member countries of the EU. There are different indexes of digital transformation, e.g. the Digital Adoption Index (DAI),
Enabling Digitalization Index (EDI), Digital Economy and Society Index (DESI), European Index of Digital
Entrepreneurship Systems (EIDES), Digitization Index (DiGiX), etc. Two composite indicators — DESI and EIDES —
were chosen for our analysis, as they are not only some of the newest and most widely-used composite indexes at the EU
level at present, but they also have a relatively sophisticated and well-described methodology. For the purposes of this
study, productivity is measured via two indicators — GDP per capita and Total Factor Productivity. Data were obtained
from the World Bank, namely GDP per capita; PPP (constant 2017 international $) was collected from the World Bank
database and transformed into a log for the purposes of the analyses. The TFP level at current PPPs was collected from
the Penn World Table version 10.0.

The Digital Economy and Society Index (DESI) is composed of four primary components: Human Capital,
Connectivity, Integration of Digital Technology and Digital Public Services. For its calculation, a total of 32 indicators
were observed. EU countries are found to perform very differently in terms of having the digitalized framework conditions
for entrepreneurship. Unfortunately, DESI does not sufficiently reflect this heterogeneity between individual countries,
and therefore the need arose to seek out methods to measure both the physical and digital conditions for stand-up, start-
up and scale-up ventures in the EU Member States. This led to the creation of the European Index of Digital
Entrepreneurship Systems (EIDES), which responds to the need for a tool to better understand and appraise the extent of
the digital entrepreneurial ecosystem. Specifically, EIDES is an attempt to measure both the physical and digital
conditions for stand-up, start-up and scale-up ventures in EU countries and the UK. EIDES has a total of eight primary
components: culture, informal institutions; formal institutions, regulation, taxation; market conditions; physical
infrastructure; human capital; knowledge creation and dissemination; finance; networking and support. Over 110
indicators are entered into calculating this indicator.

With regard to the aforementioned facts and consideration to the relatively high linear dependency between DESI and
EIDES (corr=0,864), greater attention was paid to the EIDES indicator in the analytical section. As a supplement to this,
the relationship between EIDES and the ability of individual EU member-state economies to transition was analyzed. At
the same time, the ability to transition is captured by the Transitions Performance Index (TPI) indicator. This index
measures a country’s transition to fair and prosperous sustainability. Relationships between composite indicators and
productivity are captured using bivariate correlations. Furthermore, the strength of association is presented graphically
using scatter plots.

4 Research results

If we look at the Czech Republic in the last DESI report (European Commission, 2022b), we find that the strongest
performance is in the dimension of Human Capital. Since 2017, the Czech Republic has made relatively solid progress in
its overall DESI score, which grew slightly more than expected by convergence curve, meaning that its score improved
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at a marginally higher pace than the score of the Union as a whole. Compared to 2021, the Czech Republic’s ranking
improved in Digital Public Services and Connectivity but worsened in Integration of Digital Technology.

For market conditions, large countries tend to exhibit higher scores because of their larger domestic markets. However,
Sweden, Denmark and Ireland stand out in spite of their smaller domestic markets, ranking alongside the UK and
Germany. The Czech Republic is performing well in the Catchers-up group. For the Knowledge Creation and
Dissemination pillar, Netherlands ranks on top, followed by Germany and the United Kingdom. The Czech Republic
stands out among the bottom half of the pillar ranking (for more, see Autio et al., 2020). Figure 1 provides a summary of
EU member states and their ranking into groups according to EIDES scores.

Figure 1 EIDES score by country, 2020
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As was already mentioned, productivity and economic growth are important for boosting competitiveness, socio-
economic development and tackling poverty. The relationship between digital performance and productivity is depicted
using bivariate correlations between EIDES and GDP and total productivity cost — see Figure 2.

Figure 2 Bivariate correlations between EIDES and productivity
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The figure shows the existence of a moderately strong linear dependency between EIDES and indicators representing
productivity. According to European Commission (2022a), there is a secular stagnation in productivity growth despite
the huge potential of the ICT revolution. This productivity puzzle is partly explained by increasing productivity
polarization, declining business dynamism and the high cost of human capital for firms adopting new digital technologies.
EIDES offers possible scenarios of policy optimization simulation: The allocation of additional resources among pillars
to reach a 10% increase in EIDES score — see Figure 3.
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Figure 3 The Czech Republic’s policy optimization simulation: Allocation of additional resources among pillars to reach a 10%
increase in EIDES score
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It is advisable to allocate resources primarily to Networking and Support (start-up, stand-up and scale-up), i.e. to
improve attitudes towards entrepreneurs, strengthen external support for start-ups and also support clusters and value
chain development. Improvements in the state of formal institutions, regulation and taxation are also important for the
Czech Republic, i.e. important formal institutions and tangible structural conditions (e.g. education level of the
population; quality of regulations and entrepreneurship policy interventions; and the availability of resources for
entrepreneurship) are important for entrepreneurial activity. Furthermore, the country should support automation,
robotization and the use of digital technologies, which are factors targeted by the system program in the area of
innovations called The Country for the Future, which is financed by the Czech Ministry of Industry and Trade.

In order for these changes to take place, it is also important to monitor the degree to which the economy is capable of
moving towards being sustainable. The Transition Performance Index (European Commission, 2021b) was created in
order to capture the ability to transition. The relationship between EIDES and TPI is depicted in Figure 4.

Figure 4 Bivariate correlations between EIDES and TPI
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The figure shows a relatively strong positive linear dependency between EIDES and TPI. The results of the TPI scores
for the Czech Republic make it evident that it belongs to the group of countries in so-called “strong transition”. According
to the European Commission (2021b) at the global level, the United Kingdom, Malta, Slovenia, France, Czech Republic,
Italy, Japan and Estonia have room for improving their economic transition. There is also room for improvement in the
Czech Republic in the area of Proportion of People with ICT Skills, and the country should also focus on heightening the
ratio of women in ICT and women employed in the area of R&D, as the Czech Republic has one of the lowest ratios of
female researchers among EU member states. Unfortunately, the Czech Republic has a relatively low output per worker.
Generally speaking, the country should implement new elements on the labor market with the goal of solving the
insufficient offer there — this primarily concerns adopting new digital technologies and utilizing shared work spaces or
part-time work.
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Exploring the relationships between digital transformation and economic growth is of fundamental importance, and
for this reason a score of authors have devoted themselves to this research. For example, Aly (2020) confirmed a positive
relationship between the digital transformation index and economic development, labor productivity and job employment.
On the other hand, however, it is necessary to consider the time needed for technological progress to manifest itself in the
growth of various economies, as pointed out by Park and Choi (2019).

5 Conclusions

Modern technologies have a fundamental effect on the development of the entire society, and it is therefore, necessary to
examine their influence and to deal in particular with their impact on economic growth. The development of the selected
composite index showed a shift in digitalization in the Czech Republic. Further calculations confirmed the positive
relationship between digital performance and productivity. Therefore, it is possible to join the argument that digitalization
and digital transformation are important factors enabling the acceleration of development and ensuring economies' growth
and competitiveness.

The analysis clearly shows the existence of a moderately strong positive linear relationship between digital
transformation and productivity. Despite the massive potential of the digital revolution, there is a secular stagnation in
productivity growth. In addition to digital transformation, the economies of the EU should focus on their overall ability
to transition, as economies that are successful in adopting new digital technologies and economic transitioning can
successfully heighten their productivity. Opportunities are visible in the Czech Republic in the support and development
of the following areas: attitudes toward entrepreneurs, strengthening external support for start-ups, and supporting clusters
and value chain development. It is also important for the Czech Republic to improve the state of formal institutions,
regulation and taxation. In terms of strengthening the economic transition, the Czech Republic should — in addition to
adopting new digital technologies — focus on other possibilities of dealing with an insufficient work force on the labor
market and also heightening the ratio of ICT employees while also taking the gender dimension into account.

Investments in new technologies and infrastructure, increasing digital competencies, and the development of
innovation ecosystems, knowledge transfer and networking continue to be key prerequisites for developing the digital
economy. However, for a successful transformation and further progress, it is no less important monitor and measure the
digital performance of individual countries regularly and set possible recommendations for particular areas of
digitalization for the future.
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Abstract: The implementation of the circular economy, as an integral support for sustainable
development, is the result of established economic policy in the macroeconomic and microeconomic
dimensions. In its essence, the creation of the mentioned policy represents a mix of interlinked goals
of economic, social, ecological, global, regional, etc.. For this reason, the basic initial determinants
of the conceptual economic-political strategy lie mainly in the sociological and political aspects of
the formation of society in developed market economies since the second half of the 20th century
until the onset of Industry 4.0. From a sociological point of view, from the mentioned period, this
society took on a whole range of attributes, such as consumer, informational, risky, etc. From a
political point of view, the concepts of economic policy within the framework of the implementation
of the circular economy represent the reduction of undesirable phenomena accompanying this social
development. For the reasons cited above, the article is prepared with an interdisciplinary approach
of economics, economic policy theory, sociology and political science.

Keywords: circular economy, sustainable development, economic policy, economic growth
JEL Classification: Al4, B41, Q01

1 Introduction

The implementation of the circular economy is undoubtedly a phenomenon that has gained popularity together with the
environmental movement and also the requirements for the protection and creation of the environment. The importance
of the implementation of circular technologies is fully in the context of sustainable development in the period of the onset
of the Industry 4.0 era. In this era, it is certain that the desired economic growth also brings with it dark sides, such as the
pressure to obtain new raw materials. Therefore, one of the priorities of sustainable development is to solve the growing
amount of waste, the devastation of nature, and the waste of energy resources. A paradigm shift can be brought about by
the application of the principles of a circular economy, where waste is perceived as a resource. In this context, the circular
economy represents a concept that can work better not only with valuable materials, but also uses shared services and
new consumption models that reduce pressure on primary resources. Its essence lies in technological applications within
the framework of connecting material flows and maintaining their value in the cycle for as long as possible. Following
the example of natural ecosystems, it proposes closing material flows in functional and never-ending cycles, drawing
energy from renewable and sustainable sources and creating sustainable products and services. Materials that would thus
become waste in the existing linear economy are reused or recycled.

In this way, the circular economy contributes to the quality growth of the environment and human life by increasing
the efficiency of production. According to the concept of sustainable development, the implementation of circular
technologies represents an effect in three dimensions: economic, ecological and social (Androniceanu, Kinnunen &
Georgescu, 2021). In this way, it fulfills several positive goals of all interested economic entities, so its focus is
multifunctional. Therefore, it is the subject of theoretical interest of social economy, which also focuses on issues of
protection and creation of the environment in its main areas. In practical activities, the implementation of circular

1 University of South Bohemia in Ceské Budé&jovice, Faculty of Economics, Department of applied economics, Studentska 13, 370 05
Ceské Budgjovice, Czech Republic, leitman@ef.jcu.cz

2 University of South Bohemia in Ceské Budgjovice, Faculty of Economics, Department of applied conomics, Studentska 13, 370 05
Ceské Budgjovice, Czech Republic, jsetek@ef jeu.cz

3 University of South Bohemia in Ceské Budgjovice, Faculty of Economics, Department of applied economics, Studentské 13, 370 05
Ceské Budgjovice, Czech Republic, jalina@ef jcu.cz

4 University of South Bohemia in Ceské Budgjovice, Faculty of Economics, Studentska 13, 370 05 Ceské Budgjovice, Czech Republic,
edrovp00@ef.jcu.cz

82



technologies across sectors and areas of life is based on the theoretical concept of the state's economic policy in the
macroeconomic and microeconomic (within enterprises, sectors, municipalities, etc.) dimensions.

2 Methods

Today's society is affected by the phenomenon of consumerism probably like never before. Consumption has expanded
from the area of material goods to the area of intangible goods. At the same time, the consumptive way of life has
penetrated the interior of people who already live, think and exist consumptively. Is the consumer lifestyle a threat to
society or, on the contrary, a means to its improvement and further development? Answers are sought for this question.
Consumption is analyzed and evaluated from several interrelated perspectives. It is an economic, sociological,
philosophical and ecological point of view. Certain answers can be found in the implementation of the circular economy.
Its concept, in support of sustainable development, arose as a reaction to the significant uncontrollable dynamics of the
linear nature of material flows in almost all areas of production. The paradigm shift in its implementation represents a
concept that can work better not only with valuable materials, but also uses shared services and new consumption models
that reduce pressure on primary resources.

For these reasons, the use of methods of analysis, comparison, synthesis and generalization prevails in the process of
understanding the reality of observed phenomena and processes within the paradigm change. The interdisciplinary
approach of social sciences and humanities (especially economics, economic policies, sociology, sociology, political
science of ecology) is also applied to the current development trend of implementing the circular economy in connection
with the emerging era of Industry 4.0.

3 Research results
3.1 Sociological factors to the challenges of circular economy implementation

Since roughly the 1960s, the social space of Western economies has been characterized by the adjective "post-
industrial”. This means the phase of social development, for whose economy the main input and benefit is no longer from
the secondary economic sector, but from the tertiary sector, which is mainly services (Gershuny, 2003). The very name
post-industrial evokes some progress after the industrial phase, where it was mainly about the mass production of goods.
Subsequently, this company acquires other attributes, namely consumption and risk.

If it is a consumer society, its second wave dates from the early 1980s, and from the mid-1990s, the phenomenon of
globalization entered the mentioned way of life of the society, which to a certain extent facilitated the population
following this way of life in their consumption habits on a global scale. To a certain extent, it can be stated that the
consumer society arises at the moment when the problem ceases to be how to produce products, but how to get people to
consume them (Lipovetsky, 2007).

From an economic point of view, the consumption type of society is characterized by an excess of supply over demand.
It is not a problem for businesses to produce and deliver a large amount of commodities to the market, but to sell this
amount. Mass production is beneficial for companies, because in a large number of products they can more easily
minimize fixed costs, which would unnecessarily increase the price of the final product. The stage of overproduction is
followed by the stage of massaging the public (potential consumers) with advertising campaigns, a well-thought-out
marketing strategy and other persuasive practices. In this way, competition operates on the market along the lines of
identical, substitutable and completely interchangeable commodities. The advantage for producers is the fact that
consumers have the ability to consume more than they actually need, so they often do not examine their consumer
willingness, but what quantity of products they can bear (volume discount sales strategy). The mentioned type of society
is diagnosed by the Norwegian social anthropologist Thomas Hylland Eriksen with the "big wolf syndrome", which is
voracious and greedy (Eriksen, 2010). In these contexts, one can see the dysfunctional signs of a consumer society on the
quality of life, which is related to the production of waste as a by-product of consumption. Thus, consumerism is "a vain
society, oriented exclusively to "beautiful appearance™ and fast consumption," it plunders nature, and in the end, like a
boomerang, its very products return to it - in the form of waste - in which it drowns and - drowns (Goodwin, Nelson,
Ackerman & Weisskopf; 2008).

When following the development of a risky society, one can start from historical sciences, which will confirm the
considerable courage and riskiness of human existence in all epochs of social development to date. On the basis of
interdisciplinary analyzes of the social sciences and humanities within the framework of the investigation of the processes
of the creation and development of civilization and culture, it can be stated that all the risks of human existence have been
woven primarily into the biological dispositions of man and subsequently into his socialization since the beginning of
civilization (Setek & Petrach, 2017). A clear proof of this is the results of the development of industrial society since the
last third of the 18th century, when the production of wealth is linked to increasing risks. This trend prevails even with
the onset of the era of Industry 4.0 technologies in the second decade of the 21st century. In essence, this is a new phase
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of industrialism, where the dimension of consequences and danger comes into conflict with institutionalized criteria
(Jarvis, 2007). As a result, institutions fall into a bizarre contradiction, on the one hand acting as guarantors of security,
but on the other hand legalizing practices that are covertly or openly disastrous. In this type of society, risks and dangers
are externalized, individualized, trivialized and morally pacified (Krahmann, 2011). They stand out from the authorities
and institutions at the expense of individuals, nature itself and future generations. An institutionalized view of the world,
modernization and the advancement of technology lead to a separation of the world of institutions from the natural world
of people, with the "society of individuals". Risks and dangers go beyond the institutionalized regulatory system; the
expression of this is the ecological crisis, the collapse of rationality.

Thus, despite all its strained rationality, industrial society produces its opposite - an irrational threat to man and nature.
This gives it another adjective "risky". This is a situation operating across the institutional boundaries of politics and
economics. The essence of accompanying risks lies in the secondary externalized consequences of production, research,
development and innovation falling under the responsibility of politics, not economics (Serensen, & Christiansen, 2012).
The economy is therefore irresponsible for what it causes. Politics is responsible for that over which it has no control, but
it is still ascribed responsibility for the secondary consequences of economic processes. The essential fact of this central
contradiction is precisely how and by whom risks are defined — these definitions of risk activate responsibility, not to
obscure them, but rather to use them to regain and strengthen democratic and parliamentary influence.

3.2 Circular economy as an integral part of the sustainable development strategy

The concept of a circular economy within the rational use of natural resources consists in environmental protection,
which has been a government economic policy strategy in developed countries since the 1960s. In its essence, it is also
an appropriate reaction to the above-mentioned type of consumer and risky society. A significant impetus to
environmental protection activities came from publications that dealt with human impact on the environment and
predicted catastrophe caused by the complete depletion of resources or excessive pollution. These include Silent Spring
(Carson, 1962), The Population Bomb (Ehrlich, 1968) and especially the Limits to Growth report of the Club of Rome
(Meadows & Randers, 2012), which drew attention to the conflict between limited resources and exponential economic
and population growth.

Since the above-mentioned period, ecological issues have fundamentally become an interdisciplinary thematization
of the relationship between society and the environment, nature and lifestyle, and the associated possible social, political
and economic consequences of ecological problems. In this way, a link was created between the economy and the
environment, from which raw material resources enter the economy and serve as a repository for the generated waste. In
this context, a relatively new field of environmental economics emerged. The aforementioned field usually perceives the
level of environmental protection and economic growth as contradictory quantities, where in order to support one, the
other must be reduced. However, there are also various currents of thought that differ in their understanding of the
environment and in the recommended tools for its protection, and this is precisely the circular economy (Jonasova, 2018).
Its essence lies in technological applications within the framework of connecting material flows and maintaining their
value in the cycle for as long as possible. Materials that would thus become waste in the existing linear economy are
reused or recycled. In order for the implementation of the mentioned technologies to be possible, it is necessary to take
these facts into account already in the design and production phase.
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Resource productivity, 2000=100%
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Improving resource productivity is a path to reducing environmental impacts as well as a path to relative independence
of growth and resource extraction. As shown in Fig. Resource productivity in a time horizon of 20 years, in the case of
all member countries, it is not possible to talk about its permanent growth, even if a definite trend is visible. Nevertheless,
the productivity of resources grows much more slowly than, for example, the productivity of labor and energy inputs.

3.3 The principle of decentralization in the framework of the economic policy decision in the dislocation of
circular technologies

It is waste, as a part of renewable resources, whose properties are particularly suitable for the decentralized production
of energy commodities (mainly electricity and thermal energy), which, of course, requires more of their construction near
settlements. This leads to the inevitable interaction of the investor with local businesses and residents. For this reason,
the dislocation of circular technologies within the region depends on the technology of local industrial and agricultural
business entities on the one hand and consumers on the other. It is therefore not possible to think in the dimensions of a
circular economy if the pace of resource extraction creates uncertainty for future generations as to whether they will be
able to exist within the same production and consumption parameters as in the present (Velenturf, Archer, Gomes,
Christgen, Lag-Brotons, & Purnell; 2019 ). For that reason, it is necessary to use the energy of renewable sources, which
also includes the potential of waste, which under other conditions would represent a source of environmental devastation.
From the point of view of the region's economic policy, it depends on strategic decisions on the choice and deployment
of appropriate circular technologies for the energetic and ecological use of waste.

When talking about decentralization, one can think of different areas of life in society. It can be about the
decentralization of political power, production and economic processes, institutions, etc.. It is logical, because the
development of industrial technologies and the accumulation of capital represents the "vanguard" of the accelerated
movement of modern societies and their direction. Perhaps the most significant of the social sciences with their knowledge
in this "construction of a new world" is the economics field (Egorov & Harstad, 2017). This confirms many theoretical
concepts. It is a theory of free markets, which, according to Friedrich August von Hayek, represent decentralized systems
whose results are shaped without the explicit agreement of those who are guided primarily by prices (Hayek, 1993). Then,
for example, the economic historian Gabriel Kolko claims that in the middle of the 20th century, due to the constant entry
of new competitors into the market, businesses were highly decentralized and competitive, thereby preventing their
monopolization (Kolko, 2008). The term "appropriate technology" according to Erich Friedrich Schumacher cannot be
neglected, when it is a generally recognized term for powerful, energy-efficient, environmentally friendly and, above all,
decentralized technology (Schumacher, 2000). The use of "appropriate technology" means the alternative of transferring
capital-intensive technologies from developed countries to less developed ones (Holub, 2007). In the last twenty years of
the 20th century, one can see reflections on decentralization movements within the framework of futurological studies of
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the studio (Toffer, 1990; Naisbitt, 1992), when the key topics were mainly ecological issues. It is logical, since many of
the ecologists' arguments for decentralization refer to the model that the organization of biological systems represents for
the organization of a prospective human society. Therefore, the most common argument with biological analogies is
based on the principle of species diversity, i.e. diversity applied within the framework of management (Grant, 2012).

Based on the theoretical concepts cited above, decentralization is always a response to the problems of large
centralized systems. For example, the typical process of decentralization after the collapse of centrally planned economies
since the early 1990s aims to solve problems such as a decline in economic performance or the need for citizens to have
a greater share of participation in local politics. For this reason, the decentralization process involves changing established
procedures, structures and practices so that the government is more interested in the costs and benefits of its decisions, it
is not just a transfer of some power from the central government to the regional governments. In the spirit of these facts,
four basic goals of decentralization can be formulated:

1. Participation is associated with the participation of a wider range of individuals in decision-making, democracy,
equality and the transfer of powers from central authority to local authorities.

2. Diversity, when the participation of diverse political opinions, civic groups, etc., leads to better decisions than the
central authorities would be able to make on the basis of limited information.

3. Efficiency lies in the elimination of excessive bureaucracy, thereby enabling faster responses to solving unexpected
problems and improving awareness of local problems. However, decentralization is more effective if its
components are not too complex (capable, intelligent).

4. Solving a conflict situation (Hegewisch & Larsen, 1996).

There are different ways of starting the decentralization process. It can be initiated from the center of power - top-
down or from individuals or regions bottom-up (Chandler, 1956). A special case is the so-called type of mutually desirable
decentralization, where the central government works in cooperation with the regions. In this context, we can also talk
about the application of the constructive principle of subsidiarity, from the point of view of the conceptual content and
reflection of the integration tendencies of the circular economy and regional policy. The aforementioned principle is
therefore necessary for the regulation of the division of powers between the central and regional levels. Within the
framework of decision-making on the dislocation of circular technologies, respect for the aforementioned principle
guarantees the degree of independence of a lower authority in relation to a higher authority, i.e. regional political
representation in relation to the central government.

3.4 The position of economics in the dispute of economic growth within circular implementations

The economies of all current successful countries have a market character. Some of the prerequisites for the successful
functioning of market mechanisms are also prerequisites for effective environmental protection, such as a clear definition
of ownership rights and obligations. In other cases, however, the market fails in this regard. For many services and goods
provided by the natural environment and natural resources, the market does not exist at all (or only works imperfectly),
so it cannot lead to an adequate price, and natural resources are undervalued. It is also unable to include in prices
(internalize) external costs caused by environmental damage. In these cases, it is necessary to apply certain measures on
the part of the state, leading, for example, to the application of the "polluter pays" principle. Using environmental fees or
taxes, based on this principle, the external costs of preventing or eliminating environmental damage are internalized (Bag,
Sahu, Kilbourn, Pisa, Dhamija & Sahu, 2021).

Any even slightly informed interpretation of sustainable development will certainly not fail to emphasize that among
its several basic dimensions is the economic dimension. Nevertheless, one still occasionally hears of the dispute between
"economy" and "ecology". In fact, the authors of such words have in mind either the old dispute between economic growth
and the protection of the environment and nature, or even more, the dispute between two specific social groups, between
"ecologists" and "economists". Economists are most often considered economic theorists, practical politicians working
in this area or representatives of various economic activities. Within the concept of sustainable development, there is no
theoretical dispute between ecological and economic principles. Many economists, on the other hand, contributed
significantly to the development of this concept. A typical example is John Hicks, who in his classic definition of income
as "the maximum amount a person can consume in a week and still be as well off at the end of the week as at the beginning"
(Hicks, 1946) gets straight to the point: income based on capital spending is not sustainable and therefore cannot be
considered income at all (Hicks, 1946). One of the goals of sustainable development is generally considered to be the
achievement of "healthy", "sustainable™ or “clean" economic growth.

Economic growth, as a key objective of any macroeconomic economic policy, reflects an increase in the level of gross
domestic product. It is a necessary condition for permanent sustainability. However, it is necessary to ask yourself a few
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questions. Is continued economic growth possible? Is this growth desirable even if possible? In the search for answers to
the above questions, the elementary question here is whether economic growth automatically leads to an increase in well-
being. Within the framework of general post-materialism in advanced market economies, a tendency to emphasize the
importance of other goods is beginning to show, where the quality of the environment takes precedence. It is logical
because one of the important qualities of a comprehensively understood standard of living is precisely the quality of the
environment, which the contemporary growth indicator does not take into account (Graczyk-Kucharska, 2021; Hofmann,
2022). The traditional enumeration of the gross domestic product has a limited explanatory power, as it does not allow
expressing the "ecological demand" of economic growth.

The growth of the gross domestic product should therefore condition the growth of well-being, however, reality shows
that the correlation between this indicator and the mentioned phenomenon is not very close (Serageldin, 1996,a). Much
of what creates well-being is not captured by the indicated indicator, and on the contrary, a number of items that tend to
reduce well-being are included in it. Clear proof of this is the situation in developed market economies at the end of the
20th century, when there was permanent economic growth, however, the indicator of net economic well-being showed a
rather stagnant tendency (Serageldin, 1996,b). Meadows' book from the early 1970s already proves the long-term
unsustainability of economic growth based on the extensive use of resources regardless of environmental impacts
(Meadows & Randers, 2012). However, the current nature of economic growth is still induced by an increase in the
consumption of almost all non-renewable and renewable resources.

Based on the above facts, the question arises about the required standards of "healthy” economic growth. When
searching for answers, it is necessary to free ourselves from purely economic thinking about the meaning of achieving an
annual increase in the quantity of goods produced. It is therefore not only about growth in the sense of quantity, but also
of quality. Not every growth associated with a higher material level is necessarily positive growth. For this reason, an
approach to its alternative definition, i.e. growth as a means of effective environmental protection and elimination of
inequalities, is also necessary. In these contexts, it is necessary to take into account the fact that the costs of eliminating
ecological damage and the damage itself cannot contribute to increasing economic growth and this is not necessarily
associated with a parallel depletion of resources or an increase in pollution (Serageldin, 1996,a). The experience of the
most developed countries proves that a high degree of ecosystem protection does not limit economic growth, provided
certain conditions are met. Empirical studies prove that the higher the share of gross domestic product per capita, the
lower the negative effects on the environment per unit of gross domestic product. One of the conditions can be identified
as the process of structural changes that weaken the role of ecologically demanding industries and thereby contribute to
an absolute or relative decrease in ecological devastation.

Based on the facts mentioned above, it can be concluded that long-term economic growth and environmental
protection are not opposing elements (Bauwens, 2021), but rather parts of one system that must be perceived as mutually
complementary and not confrontational. There is no compelling good reason why sufficient environmental protection
should be rejected because of the negative effect on economic growth. It must also be accepted that the level of the
environment is a limiting factor in ensuring economic growth in any conditions, and its protection is not an inefficient
expenditure of human, material and financial resources, but rather an expression of belief in a better future.

4 Conclusion

Proponents and opponents of the implementation of circular technologies as part of a sustainable development strategy
usually differ in how they evaluate the macroeconomic effects of environmental measures. In particular, the opponents
argue that the effects of strict regulatory instruments in particular necessarily limit the overall economic performance and
especially the competitiveness of the industry. However, actively promoting the implementation of the circular economy
is all the more difficult, as it has to compete for the "spot in the limelight™" of attention in sharp competition with other
problems that humanity is currently facing. In the global dimension, these are mainly war conflicts, natural disasters and
other related economic problems of the national and global economy. It is logical, as the mentioned problems are directly
transferred to national dimensions (e.g. price growth of energy commodities and subsequent inflationary development in
connection with war actions in Ukraine after February 24, 2022), etc.. In this respect, however, it is already possible with
satisfaction at least to state that issues of sustainable development are already a completely legitimate element of a whole
series of important negotiations at the world level, therefore we can speak of the emergence of a global environmental
policy. This also brings appropriate incentives for applied economic policy in the area of circular economy
implementation. In order to achieve economic growth labeled as sustainable, it will be necessary for one part of humanity
to give up its current advantages in favor of the disadvantaged. Enforcing these changes will require enough political will
to solve the problems and implement sustainable principles into real economic realities. Economic growth in accordance
with the concept of sustainable development is not an unrealistic demand.
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On the basis of the facts cited above, it is certain that, within the framework of economic theory, the assessment of
economic progress and development on the basis of traditional macroeconomic criteria will probably gradually be
abandoned, when some will probably lose their importance or be supplemented by other indicators. The subject of
criticism can primarily be the gross domestic product, whose increasing growth can also be caused by extremely adverse
environmental events and the necessity to eliminate their consequences. Another similar example can be labor
productivity, it may turn out that "material”, "spatial” or "energy" productivity is more important than human labor
productivity.
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Abstract: Numerous studies evaluated how customer behavior has changed during the
COVID-19 pandemic. There have been no studies on the impacts of the Covid-19 pandemic
on green logistics operations in the Viethnam context, this study aims to fulfill this gap by
exploring the reasons for fundamental change. The main results of this research are a) a
literature review in microeconomics and green logistics operations are examined; b) a
conceptual framework and its hypotheses to survey the impacts of covid-19 on consumer
behavior along with green logistics operations to strengthen the Vietnam economy during
and after the pandemic, are developed. The future research agenda is outlined to use
structural equation modeling to evaluate and validate the proposed hypotheses of the model.
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1 Introduction

Due to the extensive economic integration, the Vietnamese economy was heavily affected by the COVID-19 pandemic
but also exhibited considerable resilience. What makes the difference in Vietnam?

The context of Covid-19 and anti-epidemic efforts have formed resilient Vietnamese consumers who are optimistic
about the economy. Although, the GDP growth for 2020 at 2.91%, the lowest outturn in at least two decades and far