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Abstract 
 

 

In this thesis, I introduce a new approach of estimating financial flows from 

government organisations towards its suppliers of goods and services. It is 

based on accounting data collected by a Ministry of Finance of the Czech 

Republic and unlike other available data sources offers an opportunity to 

study all transactions, including small-scale expenditures. Using this ap- 

proach, I study the effect of an outcome of 2018 elections on the structure  

of municipality’s suppliers. Interestingly, I find that one year after the elec- 

tions there is no significant difference between municipalities with different 

election results. This suggests that there is either no rent-seeking activity at 

all, or that it takes a different form than a selection of suppliers. Also, while 

conducting this analysis, I quantify a link between a winning party and an 

affiliation of a mayor and show how it increases in municipalities where there 

is a dominance of one political party. 
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Abstrakt 

 

 

 

V této práci představuji nový přístup k odhadování finančních toků mezi 

státními organizacemi a jejich dodavateli zboží a služeb. Tento přístup je 

založen na účetních datech sbíraných Ministerstvem financí ČR, která na 

rozdíl od jiných datových zdrojů poskytuje možnost studovat všechny 

existující transakce, včetně výdajů malého rozsahu. Tímto způsobem 

zkoumám, jaké měly volby v roce 2018 efekt na strukturu dodavatelů obcí. 

Jako poněkud zajímavé se zdá, že se v horizontu jednoho roku nenašel 

žádný značný rozdíl mezi obcemi s různými volebními výsledky. To může 

buďto naznačovat, že zde není žádné klientelistické chování, nebo že 

nabývá jiných podob, než je výběr dodavatelů. Taktéž při této analýze 

kvantifikuji vztah mezi vítěznou stranou a politickou příslušností starosty 

dané obce a to, jak se tento vztah mění v obcích, kde má jedna politická 

strana značnou převahu. 
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(Palanský  2014).  The  question  is,  whether  the  same  holds  for  the  smaller 

money transfers that are not large enough to be published.  As those are   

not regulated as broadly as the larger contracts, the effect here could be 

even greater. Using the accounting data from Ministry of finance containing 

structured records of account changes that shows the relationships with the 

private sector of a majority of public institutions, I will be able to estimate 

the amount of the cash flow (both total and small-scaled separately) and 

determine how  it is connected to the extent to which company donates to    

a political party. For this analysis, the dataset about political donations 

created by project politickefinance.cz will be used. 

 
Contribution 

Although the topic was partly examined by existing literature, I have not 

found a study using data that would show economic relationships beyond 



 

the published government contracts, which may exclude small-scale con- 

tracts as it is not mandatory to publish those. Studying smaller government 

expenditure will give us a better understanding of the motivation for polit- 

ical donations and the way they are used for the goals of a company. I 

believe this thesis could provide more evidence against political donations 

from firms. Moreover, the distinction between small-scaled and larger con- 

tracts could show which of those two pose a greater risk to public finance, 

and thus should be paid more attention in a public debate. 

 
Methodology 

The dataset I am going to use is a part of a set of financial statements  

that chosen entities of a government deliver to the central information sys- 
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Introduction 
 

Since the early 20th century, when methodology of mainstream economics 

went through significant changes, empirical analysis has gradually grown in 

importance. Owing to this shift, a need for reliable, high quality data has 

emerged. Accordingly, the same need can be found in the domain of gov- 

ernment spending and in the related political connections debate.  Also, it is 

this very need that creates a kernel of this thesis. 

 
In the Czech Republic, certain research has already been conducted us- 

ing a data about public procurement. This data, however, although it is 

sometimes claimed they comprehend all public contracts, does not include 

small-scale expenditures as the administration of those is not subject to the 

same regulation. For this reason, usage of this data is rather limited and does 

not always provide the requisite information. 

 
Considering this imperfection, I would like to propose a new approach 

that would be based on government accounting data rather than on pub- 

lished procurement data. Using the dataset provided by the Ministry of 

Finance of the Czech Republic,1 I will be able to estimate total financial 

flows between a given set of government organisations and any of its con- 

tractors. This might serve as a better indicator of the benefits a private 

company receives (e.g. in exchange for its donations to political parties). 

1Throughout this thesis, I will use expenditure data or proposed data to refer to this dataset. The 

origin of it will be described in the respective chapter. Also, I will use Ministry of Finance without 

specifying the country, when meaning an office of the Czech Republic. Similar applies to other Czech 

ministries. 
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As the proposed data provides an extensive insight into existing rela- 

tionships between a government and its numerous suppliers, its possible use 

considerably transcends this debate. It is therefore apt to introduce the data 

in its full extend. This thesis is then meant to serve a dual purpose; besides 

this introduction, I will use the data to study expenditures of local govern- 

ments and a behaviour of their leadership after elections. Having detailed 

information about a structure of suppliers for more than 450 municipalities 

both before and after elections, I can compare how a change in governance 

affects the recipients of public funds in the region.  The goal of this study   

is to reveal whether there are any connections between local politicians and 

private companies that would result in purposeful selection of trading part- 

ners, thus in a significant change in the financial flows after a change in the 

governance. 

 
Those two areas are discussed in Chapters 3 and 4 respectively. Before 

that, in Chapters 1 and 2, I will summarise the existing literature and re- 

search related to public procurement, chiefly with emphasis on the data 

sources, and describe an environment of public procurement in the Czech 

Republic, which is essential for understanding both the currently used data 

and the proposed one. 



 

 

 

 

 

 

Chapter 1 

 

Literature review 

 

This work can be seen as a part of a literature stream that focuses on trans- 

parency of public procurement and on the effects that political connections 

have on the distribution of public contracts. This link might not be clearly 

visible until the last part of this work, but it creates a framework and a 

partial motivation behind the thesis. 

 
What makes this thesis so unique, is the main concern of this work, which 

is not strictly the mentioned debate itself. This concern, an existence of a 

unique data source of immense potential, however, has not been reflected in 

an academic discussion so far. Although the process of reporting this data  

has  been  mentioned  in  a  few  works  (Niemcová  K.,  2013,  Vojtěchová S., 

2017), it has always been from the viewpoint of an institutions that is 

obliged to report the data. Not a single work, as far as I am aware of, tried to 

exploit the information the data contains when put together. 

 
Nevertheless, in this chapter, I will try to briefly summarise the main 

tendencies of the existing works related to a political connections debate 

and show how this work contributes towards it. 
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1.1 Political connections debate 

 
When it comes to political connections, the first question might be whether 

there is any value added; whether it pays off when private companies create 

those connections. This rather vague question has been addressed by many. 

A broad evidence that they do has been proposed by  Faccio  M. (2006) in   

a study of 47 countries, while others (Goldman E. et al., 2009, Shon J.J., 

2010) showed similar results when focused solely on the political environ- 

ment in the US. There are also other, quite unique works, such as the one   

of Voth J. & Ferguson T. (2008), which examined the situation in a pre-war 

Germany, or the one of Fisman R. et al. (2012), which was only concerned 

with connections to a then Vice-President (and is one of a few that did not 

support the value added hypothesis). 

 
Even though they vary in the definition of political connections, which is 

one important aspect of this debate, all of the mentioned works, by studying 

the market valuation of a company, focused only on the resulting state, thus 

always neglected the explanation of channels through which this value is gen- 

erated. This has been pointed out by Khwaja A.I. & Mian A. (2005), who 

suggested, that this analysis is best performed using state-specific datasets, 

that could reveal the underlaying trends. Indeed, with a unique data about 

firms’ access to credit in Pakistan, they concluded that financing opportunit- 

ies are higher for politically connected companies, and that this might be one 

of the important channels companies use to collect its political investment. 

In line with this view, Claessens S. et al. (2008) found that also affiliated 

companies in Brazil, besides experiencing higher stock returns than their 

competitors, enjoy easier access to bank finance. This regional tendency  

can be seen in many other countries, such as Paraguay, where public pro- 

curement transactions were identified as a rent-seeking channel (Straub S., 

2014), or Latvia, where Dombrovsky V. (2008) exploited a unique dataset 

of all registered firms. 
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This brings us to a regional debate about political connections in the 

Czech Republic, where this thesis contributes at its best. In the most recent 

works in this area, we can observe similar patterns as in the global debate. 

Palanský M. (2020) provided an evidence that political connections are as- 

sociated with greater profits, whereas others studied the particular channels 

through  which  this  value  is  transferred.   Kopeček  M.  (2019),  for  example, 

examined the distribution of state grants and found a strong link between 

their allocation and the presence of political connections within the receiving 

companies. Nevertheless, most attention was arguably paid to an allocation 

of public procurement. To mention a few works, Titl V. & Geys B. (2018) 

studied the behaviour of regional governments in this respect and found that 

the value of public contracts a firm receives increases with donations to a 

political party gaining power. Similar results were also found by Skuhrovec 

J. et al. (2015). This approach, however, only considered contracts large 

enough to be published and as Pertold F. et al. (2012) argues, some con- 

tracting authorities manipulate the procurement in a way that it does not 

reach the decisive threshold. For this reason, there is a need for examination 

of all expenditures, not only those of larger scale, and it is this need that  

can be satisfied with the data used in this thesis. 

 
Finally,Faccio M. (2002) suggested that an important role is played by a 

quality of institutions and an overall level of corruption in a country. Also, 

Brockman P. et al. (2013) concluded in a similar way and above that em- 

phasised the importance of a strong legal system, and Ansolabehere S. et al. 

(2003) argued that the effect is stronger in less-developed countries, where 

we can as well assume weak institutions as the main driver. The quality of 

institutions, therefore, seems to be another piece of a puzzle. In the Czech 

Republic, the corruption level is monitored by a number of projects and or- 

ganisations, such as Transparency International, which assessed the level of 

perceived corruption as worth 44th place (2019), or zIndex.cz, a project of 

an economic think tank called EconLab,1 which focuses on the behaviour of 

1https://www.econlab.cz/ 

https://www.econlab.cz/
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contracting authorities. In this regard, I believe, this thesis can expand the 

knowledge there already is by an empirical study of small-scale expenditures, 

that are often neglected. 



 

 

 

 

 

 

Chapter 2 

 

Publication of public 

procurement data 

 
In order to understand the structure of the expenditure data examined in  

this thesis and to acknowledge the importance of it, one must first under- 

stand how the information about individual public procurement is published 

and how this process is imprinted in the data. As the information is often 

published for practical reasons – the main addressees are potential con- 

tractors – the structure of available data is closely related to the process of 

electronization of public procurement and the needs contracting authorities 

have in that regard. This creates the primary channels through which the 

information flows – several publication sites and information systems that 

contracting authorities use to find potential contractors. 

 
There are, however, other sources. Because an effort to ensure trans- 

parency also consists in publication of certain information, contracting au- 

thorities end up posting various content related to their public procurement 

activity. As this content varies both in form and purpose, the publication 

sites are many and the whole system might seem rather confusing. In this 

chapter, I will try to shed some light on the structure of this environment, 

explain the mechanisms that created it, and shortly introduce the concepts 

that are relevant for the structure of proposed data. 
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2.1 Legislation 

 
One of the key  elements that led to present state of affairs was the process 

of harmonising the legislation of the Czech Republic with the European 

Union. This process started in 1993 when the newly formed state showed an 

aspiration to join the EU and as a candidate state signed the Association 

Agreement, which, among others, included a commitment regarding the le- 

gislation of public procurement. 

 
This step resulted in a basic framework embodied in Act No. 199/1994 

Coll. on Public Contracts. It contained the essential principles of trans- 

parency and non-discriminating, competitive environment as well as the 

persuasion of efficiency and effectiveness. Also, in a larger amendment to 

this statute, the first step towards electronization was made. The Act No. 

28/2000 Coll. specified a website (called Central Address) where certain 

information, such as conditions or deadlines of public auctions, must have 

been published. The goal of this amendment was mostly to increase the 

outreach of contracting authorities, thus increasing the competition and re- 

ducing the final price of contracts. 

 
That being said, most of the concepts we know from the present legis- 

lation was not introduced until May 1, 2004, when, along with joining the 

EU, Act No. 40/2004 Coll. on Public Procurement came into force. Even 

though it already contained the distinction between over-the-threshold and 

below-the-threshold contracts as well as new ways of publishing information 

regarding the tender procedure, and it also restricted the means of hidden 

discrimination of some potential tender participants, it was soon replaced  

by Act No. 137/2006 Coll., once again, on Public Procurement. 

 
Due to the new EU directives that were passed only a few months after 
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the Act No. 40/2004 Coll., new measures had to be taken. This time, the 

main focus of the directives was to state clear rules for electronic tools such 

as dynamic purchase system or electronic auction. The basic philosophy, 

nevertheless, had not changed much. The overall goal still remained to in- 

crease the efficiency and effectiveness of public purchases in order to avoid 

unnecessary government expenditures. As the statute from May 2004 faced 

a certain amount of criticism, those partial measures were taken within a 

completely new statute that was designed to address, alongside EU direct- 

ives, technical imperfections of the previous legislation. 

 
One of the main aspects of the new Act No. 137/2006 Coll. was the 

classification of public contracts using three groups. A contract with an es- 

timated value below the threshold of CZK 2,000,000 for supplies and services 

and CZK 6,000,000 for public works (both excluding VAT) was denoted by 

the small-scale contract. Another threshold, depending on a type of both 

contract and contracting entity, classified the rest of contracts as either 

below-the-threshold or above-the-threshold. This distinction was used to 

define under which conditions a tender has to be conducted, but also served 

as a decisive criterion for the obligation newly imposed on contracting au- 

thorities.  With the exception of small-scale contracts, information about all 

tenders had to be published using the so-called Information System on 

Public Procurement. 

 
From the perspective of electronization of public procurement, the most 

important amendment to this law was made by Act No. 55/2012 Coll. It in- 

cluded the possibility of submitting an offer using solely the electronic tool if 

the contracting authority stated so.1 It also extended the role of a Profile of 

Contracting Authority, a concept daintily introduced in the original statute. 

Owing to its importance, it will be further described in the next subchapter. 

The important part of this concept, however, is that it has been introduced 

1Although this facultative nature of electronic submitting might not have been enough to uphold a 

change towards more electronic-based contracting as was pointed out by Smolíková (2016). 



2.1. Legislation 23 
 

 
 

in the context of transparency. The main goal of it thus was not to increase 

efficiency and effectiveness of the public procurement, or at least not per se. 

It was to increase public control over the funds in question. As I will argue 

later, it is one of the reasons the publication channels are now rather parallel. 

 

On October 1, 2016 a new legislative act replaced its predecessor. Ac- 

cording to the web portal of Ministry for Regional Development, Act No. 

134/2016 Coll. on Public Procurement2 was designed to implement the 

requirements of the EU legislation and to regulate public expenditures in     

a comprehensive way.  It contains some vital changes such as shortening  

the time periods within the tender or reducing the overall formality of the 

process, but it also creates more space for rather shady behaviour of the 

contracting authority (Salmon J., 2016). Also, despite the previous debate 

about their potential lowering,3 it kept the same thresholds for the defini- 

tion of small-scale contracts, which directly affect the quantity of information 

that is published.  Nevertheless, some information is being published, and   

it is done so through publication site Tenders Electronic Daily, a part of 

Information System on Public Procurement. 

 
However, some electronization guidance is not realized through statutes, 

but through legislative instruments of lower degree or by documents of non- 

legislative nature. 

 
2Note that although the name of this statute translates the same way as the name of the previous 

ones, in Czech the name is a little different. It stresses the act of administering the public procurement. 
3To be more precise, it was actually lowered for a short period of time; the thresholds were halved 

between April 1, 2012 and January 1, 2014. Although this temporary change in the publication criterion 

has to be considered while working with the public procurement data, this period does not interfere the 

timespan of the proposed data, thus does not require any special attention in this work. 
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2.2 Electronic tools 

 
2.2.1 Electronic Marketplace 

 
Alongside legislation, government used several strategic documents in or- 

der to extend the usage of electronic instruments. One of those documents 

regulated the usage of Electronic Marketplaces (sometimes referred to as e-

Marketplaces), web applications used by contracting authorities to pur- 

chase certain commodities. Those were used mainly between years 2012 and 

2017, when five concession-based Marketplaces came into operation. The 

main idea was to reduce final prices and to minimise transaction costs of a 

purchase by using applications that would cover the entire procurement 

process. Their usage, however, was compulsory only for selected goods and 

for institutions of central government. Moreover, this obligation considered 

only purchases worth more than CZK 50,000. As those e-Marketplaces were 

not suitable for all types of commodities, they held rather ancillary position 

and their support was stopped in the middle of 2017. This, however, does 

not mean their usage stopped as well.  Some of them are still in operation 

on commercial basis. 

 

 

2.2.2 NIPEZ and NEN 

 
On the contrary, a project called NIPEZ, which stands for National Infra- 

structure for Public e-Procurement, had an opposite ambition. This modular 

framework was designed to comprehend the whole process of public procure- 

ment regardless of the commodity purchased and is composed of various in- 

formation systems and communication interfaces. NIPEZ contains, among 

other things, Tenders Electronic Daily – a publication site used to publish 

contracts in accordance with Act No. 134/2016, a list of qualified suppliers 

and modules for electronic administration of contracts. The last one also 

includes the above-mentioned e-Marketplaces, but the conception envisages 

that all administration would be covered by a newly introduced instrument 
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– National Electronic Tool (abbreviated as NEN). 

 

 

Despite being a core feature of NIPEZ, that had been developed from     

a period of 2009-2010, NEN was not launched until August 1, 2015. As a 

response to EU requirement to administer all public procurement electronic- 

ally by October 18, 2018 (Ministry for Regional Development, 2015), it was 

designed to cover all types of contracts and thus effectively replacing previ- 

ously used e-Marketplaces. Ministry for Regional Development planned to 

make usage of NEN obligatory. However, this implementation, planned to 

begin after June 30, 2017 (Ministry for Regional Development, 2016), did not 

go as smoothly as presumed. Some contracting authorities had accustomed 

to e-Marketplaces and did not want to change their processes. The conces- 

sioners were disturbed for obvious reasons as well and started a campaign 

to reduce confidence in this new tool.4 For  those reasons,  an obligation  

was made, similarly as with the e-Marketplaces in the previous era,  only  

for central government and for purchases of value exceeding CZK 500,000 

(excluding VAT) (Czech Republic, 2018). Other contracting authorities are 

still able to use a different tool as long as it is certified by the Ministry for 

Regional Development. 

 

 

2.2.3 Profile of Contracting Authority 

 
The last thing I want to mention in this section is the Profile of Contracting 

Authority. It is fundamentally different from the tools mentioned before, but 

it is also one of the publication channels tracked in the proposed data 

source. This concept has been introduced in Act No. 137/2006 Coll. on Pub- 

lic Procurement and serves merely as a transparency measure. In the current 

legislation, it is defined as “an electronic tool that enables unrestricted re- 

mote access and is used by contracting authority to publish information and 

documents regarding its public procurement.” This broad definition and no 

4http://nenen.cz/ 

http://nenen.cz/
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central solution created an environment where every subject chooses the way 

of publication and besides choosing from existing commercial solutions can 

use for example a standalone website. The only thing those places have in 

common is that their address has to be stated in Tenders Electronic Daily.  It 

is surely not a convenient source of data for overall analysis of public 

procurement, but it can be used for monitoring the activity of a single or- 

ganisation. It also has the lowest priority in the identifier hierarchy that will 

be discussed in the chapter dealing with the data in detail. 

 

 

 

2.3 Partial conclusion 

 
In this chapter, I tried to describe the most important aspects of public pro- 

curement in the Czech Republic and to introduce the electronic tools that 

are being used to publish related information. The core information is that, 

with the exception of small-scale contracts, data about public procurement 

is available at Tenders Electronic Daily and that alongside this publication 

channel there are three other channels that provide auxiliary information – 

National Electronic Tool, e-Marketplaces and Profile of Contracting Author- 

ity. Those channels were created for different reasons and serve more or less a 

different purpose. It is thus unlikely that they could be merged into a single 

gestalt system anytime soon, although some consolidation is planed within 

NIPEZ, a comprehensive infrastructure for public e-procurement. For this 

reason, the proposed accounting-based approach might give a more accurate 

estimation in this environment. 



 

 

 

 

 

 

Chapter 3 

 

Proposed data1 

 
The expenditure data generously provided by the Ministry of Finance makes 

a focal point of this thesis, hence a good deal of attention will be given to its 

examination. While doing so, I will mostly discuss the origin of this data, 

structure, timespan and the main issues associated with its usage. Also, as 

the dataset is merely a small part of a much greater whole, the entire process 

of collecting of this data will be explained in detail. 

 
This greater whole is something  called  Pomocný  analytický  přehled,  a 

broad data collection made by a Ministry of Finance. Literally meaning 

Auxiliary analytical overview, it is a form of an accounting report, that is 

gathered from a major part of governmental organisations. The whole col- 

lection of those reports is then deposited in an information system of the 

Ministry of Finance for controlling and statistical purposes. It is also used 

by the Czech Statistical Office. I will refer to both the report and its col- 

lection using an abbreviation PAP as both of those are being called this way. 

 
1All the code used to process the data is available at https://www.github.com/metalprobe/small- 

scale-expenditures under MIT license. Python 3 was used for this purpose. 
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3.1 PAP as a single report 

 
3.1.1 Legislation 

 
The obligation to report accounting data is anchored in paragraph 3a of 

Decree No. 383/2009 Coll., where also more precise specifications are men- 

tioned. Firstly, exceptions are made for certain governmental organisations 

that are excluded from this obligation. Otherwise, all other entities are af- 

fected. Those exceptions are health insurance companies, voluntary unions 

of municipalities (as stated in paragraph 49 of Act No. 128/2000 Coll.), 

municipalities with population bellow 3000 inhabitants, and public-benefit 

corporations that are established by a municipality and whose assets’ net 

value does not exceed CZK 100,000,000 in one of the last two previous peri- 

ods. On the other hand, once an organisation meets the conditions and 

reports the data, it has to do so for the next 3 accounting periods regardless 

of the criteria. This is mostly relevant for municipalities, where short-time 

fluctuation in population does not affect the data thanks to this measure. 

 
Exact structure of the demanded report is defined in Appendix 2a to the 

mentioned Decree No. 383/2009. Interestingly, an amount of information 

that is reported this way is rather extensive. From the appendix, we can see 

that it is divided into 17 tables, which can be categorized into four groups. 

The first level (tables I.-III.) shows detailed overview of selected synthetic 

accounts, while the second one (tables IV.-IX) focuses on the nature of incre- 

ments on those accounts. The third level (tables X.-XIII.) decomposes the 

previous tables based on a partner associated with the record and then, in 

the last section (tables XIV.-XVII.), additional information about property 

involvement and off-balance sheet is included. From this categorization,  it 

is clear that this work will be mostly interested in the third level. As of this 

group, both part X. (which shows selected balance sheet accounts) and part 

XI. (which decomposes the income statement in a similar way) seem to con- 

tain deep insight into relationships between government and its suppliers.  In 

this thesis, however, I will deal only with part X. 
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Also, it is worth mentioning that paragraph 76 of Decree No. 410/2009 

Coll. unifies the designation of synthetic accounts and paragraph 77 ensures 

the availability of requisite information by stating that an entity obliged to 

report accounting data in a certain structure has to either divide its syn- 

thetic accounts in an appropriate manner or  fulfil the reporting  obligation  

it another way. 

 

 

3.1.2 PAP X. 

 

Our proposed data comes from a table that is denoted by X. and contains 

an image of selected balance sheet accounts divided by partners. For each of 

those partners, there is an overview of each required account – a numerical 

expression of opening balance, closing balance and, most importantly, sums 

of both credit and debit sides’ records in the given time period. In addition, 

records of accounts payable and short-term prepayments are for each supplier 

further divided by public procurement they belong to. The structure is then 

as follows:2 

• No. of asset / liability – Numeric designation of an asset or a liability.3 

• Partner of asset / liability – Identification number of a partner. 

• Public procurement identifier – Identification string assigned to a public 

procurement based on which the record was created. It is only tracked 

for accounts 314 (short-term prepayments) and 321 (trade payables).4 

• OB – Opening balance of an account. 

• SDS – Sum of all records on the debit side of an account. 

• SCS – Sum of all records on the credit side of an account. 

 
2Names of columns were taken from Appendix 2a to Decree No. 383/2009 Coll. and translated. 
3As stated in Appendix 7 to Decree No. 410/2009 Coll. 
4Note that not all records are associated with a public procurement that is assigned an identifier. This 

identifier comes from one of the publications sites (Tenders Electronic Daily, National Electronic Tool, 

e-Marketplace or Profile of Contracting Authority) and not all contracts are published there. 
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• CB – Closing balance of an account. 

 
3.1.3 Timespan 

 
PAP is collected quarterly and always refers to the last day of a quarter (i.e. 

March 31, June 30, September 30 and December 31). This does not apply to 

parts XIV.-XVII., which are only required in the final report representing 

the whole year. It was firstly collected on July 31, 2012, thus referring to 

June 30 of the same year. This month-long preparation period also holds for 

currently used deadlines with the exception of the final report, that is due 

February 25 of the next year. 

 
Data from the first years, however, might not be entirely suitable for ex- 

amination. For example, the identifier for public procurement is only tracked 

from January 1, 2014. Also, while discussing the data availability with the 

employees of the Ministry of Finance, I was notified that the quality of data 

before year 2014 is not entirely satisfactory. Moreover, also a brief look at 

the 2014 data brings certain doubts. This being said, all concerns vanish 

when we work with the data for 2015 and newer. 

 

 

 

3.2 PAP in its final form and the resulting dataset 

When all reports, as described in the previous section, reach the Ministry of 

Finance, they are deposited in an information system called CSÚIS5. In this 

system, each record is extended with year, reference day and an identifica- 

tion number of reporting organisation (a so-called IČO). Also, values from 

column “Public procurement identifier” are divided into columns based on a 

type of publication site the identifier was assigned at. 

 

 

The proposed dataset is an export from this information system with the 

5Which roughly means Central System for Accounting Information of the State. 
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following structure:6 

 
• year – Year in a YYYY format. 

• day – The final day of a period in YYYYMMDD format where MMDD 

is always either 0331, 0630, 0930, or 1231 based on the quarter of a year 

the data are collected in. 

• ico gov – Identification number of the governmental organisation that 

reported the data. 

• ico partner – Identification number of a partner. 

• account – Numeric designation of asset or liability. 

• ted – ID assigned to a public procurement through Tenders Electronic 

Daily.7 

• nen – ID assigned to a public procurement through National Electronic 

Tool. 

• emarket – ID assigned to a public procurement through e-Marketplace. 

• profile – ID assigned to a public procurement through Profile of Con- 

tracting Authority. 

• open – Opening balance of an account. 

• debit – Sum of all records on the debit side of an account. 

• credit – Sum of all records on the credit side of an account. 

• close – Closing balance of an account. 

 
3.3 Data imperfections and main issues 

 
This section might seem as rather an anti-climax after what has just been 

discussed, but it is appropriate to mention what the data source is unable 

6In this case, names of columns are changed in order to fully represent the meaning they have in this 

context. 
7It is only tracked for accounts 314 (short-term prepayments) and 321 (trade payables). The same 

applies for the next three columns. 
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to offer as well as what their user has to bear in mind. 

 

 

 
3.3.1 Imperfections 

 
Probably the greatest disappointment is the identifier of public procurement 

that is included in the data. From a brief look, even though these values can- 

not be compared without certain adjustments, we can notice that a value of 

liabilities identified as related to public contracts published through Tenders 

Electronic Daily is an order of magnitude lower that the actual value that 

can be obtained from the procurement data.8 It still might be correct for 

some institutions, but a deeper examination of this discrepancy exceeds the 

scope of this thesis. 

 
Also, as there is only one column for reporting a public procurement 

identifier, only one can be filled despite there being more assigned in some 

cases. Only mitigating circumstance is that there is a strict hierarchy for 

deciding which one to choose. Tenders Electronic Daily should always be 

the first choice. Then the priority goes in a descending order from National 

Electronic Tool, through e-Marketplaces, to Profile of Contracting Author- 

ity. This means that records that are indicated as being associated with a 

contract made on a certain e-Marketplace does not together describe the 

state of all e-Marketplace contracts. Instead, it only considers contracts that 

were both conducted through that particular e-Marketplace, but also were 

not published through either National Electronic Tool or Tenders Electronic 

Daily. It follows that the only unbiased identifier is the one of Tenders 

Electronic Daily. This being said, others can be used for constructing 

secondary identifiers such as “is being published through one of the 

publication sites” etc. 

 
Another weakness of the data is the fact, that, as already mentioned, not 

8Data from Tenders Electronic Daily. 
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all institutions are included. This significantly reduces the potential to draw 

general conclusions about a public procurement in the Czech Republic. On 

the other hand, this imperfection does not affect a lot of commonly studied 

subsets of those organisations, as for example ministries or regional govern- 

ments. 

 
Regarding the accuracy of the data, it is quite obvious that it is 

dependent on the accuracy of entity’s accounting processes. This might be 

overall assumed as precise, but there is one thing worth mentioning. 

Account 321 is meant to record liabilities connected with the delivery of 

goods and ser- vices, and it is this fact that results in an interpretation 

offered in this thesis. Nevertheless, it is convenient for accountants to also 

record other liabilities using this account. This might bias the estimate of 

both number of suppliers and the amount of funds in question in an 

upward manner. For detailed analysis, it might be suitable to use also 

data from PAP XI. to watch the corresponding expense accounts. This, 

however, might be rather tedious while studying more institutions at the 

same time. 

 
Similarly, although we assume that an account is used to record positive 

values, there are, in some cases, negative values being recorded as well. This 

happens when an error occurs, or it is for some reason necessary to clear a 

record in a different way than is usual (by adding a record on the other side 

of an account). This should not affect the resulting numbers significantly, 

but it has to be considered as it is possible for a financial amount associated 

with a subset of suppliers to be larger than a total amount, which is not  

quite intuitive. 

 
The last inconvenience is timeliness and time alignment of the data. Not 

only that it takes some time before the information is reflected in the 

entity’s accounting, but it also takes additional time to report this data and 

to combine all of those reports. The resulting delay (as compared with when 
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the information about awarded tender is known) is not that easy to estimate 

as it mostly depends on the time period between a tender is awarded and an 

invoice is issued. This might vary both across institutions and with respect 

to a type of contract, creating a slightly different alignment of the resulting 

amounts. On the other hand, this feature reflects the actual timing of an 

expense and should not be thus regarded as a strict disadvantage of the data. 

Instead, potential users should consider which of those approaches are more 

suitable for their research. 

 

 

3.3.2 Usage notices 

 

This smoothly moves us to other features of this data, that distinguish it 

from other sources and has to be considered, yet it does not outright reduce 

its quality or importance. 

 

While discussing the total amounts that flow through an account, one is 

forced to choose between two indicators – a total amount that was recorded 

on the credit side and a total amount that was recorded on the debit side. 

This choice has to, in general, be carefully thought over as it results in both 

different results and a different interpretation. If we once again consider an 

account 321, then the credit side shows liabilities that incurred in the given 

period, while the debit side reflects the settlement of those liabilities. In 

this case, however, the impact of choosing any of those sides is negligible. 

In the whole dataset (for years 2015-2018), the correlation between sums 

on both sides is calculated as 99.4%, which suggests a strong tendency to 

settle accounts before the end of a month (or at least before the end of a 

quarter). Nevertheless, there are other cases, for instance an account 314 

(short-term prepayments) that does not share such a convenient property. 

On this account, the correlation between credit and debit side’s increments 

in a given time period was only 50.4%, meaning there the choice makes a 

major difference. 
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Also, one has to consider that amounts recorded on many accounts 

(especially account 321) include VAT. This might be a serious issue when 

com- paring those numbers with the tender data as those are stated without 

VAT. Moreover, reducing those amounts using a fixed ratio is not as 

straightforward as it might seem. It is because some purchases, although 

definitely not a large part, might fall under one of the reduced tax rates 

instead of a standard 21% rate.  A reduced 15% rate is applied, among other 

things, to food and medical supplies, and another, 10% rate is applied for 

example to books and other printed matter. Hence, it is always more 

accurate to interpret the data without such a transformation, even though an 

error that  is made by such an action might not be that significant. 

 
The last thing I want to mention in this section is the timespan of each 

report.  In spite of the fact the data are reported on a quarterly basis, they do 

not always cover exactly the quarter that precedes the given date (as one 

might suppose). Instead, every report is referring to a period starting on 

January 1 of the given year. The timespan is therefore different for each 

quarter and can be characterized by the following schema: 

 
 

 

Source: Author. 
 

Where Qn refers to a report for n-th quarter and the x-axis shows the 

timespan of each report. 
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This means that the opening balance will always be the balance as of 

January 1. Moreover, when an information is needed about the increments 

in a quarter that is not the first quarter of a year, it can only be obtained by 

subtracting the amounts from the data for previous quarter. 

 

 

 

3.4 Data overview 

 
A comprehensive analysis of this dataset would be a task extensive enough 

to cover a whole new thesis. On the other hand, it is apt to at least briefly 

quantify the data about an account 321. As the data consists of records for 

each combination of an institution and an associated partner, the number of 

rows in each exported csv is quite considerable. It ranges from about 

275,000 for the data from first quarter of 2015 to almost 830,000 for the last 

quarter of 2019. The number of records is, for obvious reasons, larger  in 

each consecutive report each year, but there is also a gradual increase in 

between years, partly because even without a new transaction being made 

with a partner, there is still a record in case of a non-zero opening balance 

(there are more than 20,000 of those records in the last quarter of 2019). 

 
More intriguing than the number of rows, however, are the financial 

amounts that are tracked by this data. Those amounts, together with a 

number of institutions and their partners, are summarised in the table 3.1. 

 

 
  Table 3.1:  Summary of data about an account 321 as stated in PAP X.  

 

Year Amount in bil. CZK Number of institutions Number of unique partners 

2015 360.0 1,561 197,704 

2016 337.8 1,591 207,576 

2017 364.1 1,619 215,716 

2018 431.5 1,656 219,581 

2019 436.2 1,699 224,792 

Source: Author based on data from Ministry of Finance. 
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In this table, we can observe a steady increase in all of the depicted vari- 

ables, which might be explained by an economic growth in this time period. 

It might be tempting to compare those amounts with the public procure- 

ment data; however, those data sources are too different to be compared 

in total sums. It is more appropriate to compare those data on a specific 

subset of institutions. Such a comparison is shown in Chapter 4. 



 

 

 

 

 

 

Chapter 4 

 

Municipality’s behaviour 

 

At last, I will show a specific usage example. Using the data from PAP X.  

as a proxy for municipality’s expenditures, I will examine the behaviour of 

local governments in a year following the elections and compare 

municipalities where the governance changed with those where it did not. 

Firstly, however, I will perform two auxiliary analyses. Primo, as a mayor 

represents a major part of a municipality’s governance, it should, in order to 

tell whether an administration changed, be this criterion to be used as a de- 

cisive one. Nevertheless, due to data unavailability, a proxy has to provide a 

substitute. For this reason, on a data from 2018 elections, I will estimate 

how accurate it is to use an outcome of the elections as an indicator of 

governance change. Secundo, I will examine the delay there is before an 

information about a contract appears in the accounting data. For this pur- 

pose, comparison with the procurement data will be made. 

 

 

 

4.1 Dominant political party and a mayor 

 
The assessment of election results’ relevancy will be made by stating how 

frequently a mayor comes from a political party1  that won  the most seats  

in the council in 2018 and whether a difference in seats affects this relation- 
1In this chapter, a distinction between a political party and a political association is not made.   When 

speaking about a political party, or just about a party, it is always referred to both of these groups. 
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ship. Despite the simplicity of such comparison, this task consisted of many 

steps that are rather technical. Czech Statistical Office provides an out- 

come of the elections in a form of open data through a standalone website 

www.volby.cz.  There, an XML file with results for selected municipality 

can be downloaded. In order to collect results for all of them, one has to 

request the files one by one. 

 

A list of mayors is also available online,2 but it only reflects the present 

state of affairs. Moreover, in this list, a municipality is identified by a name 

and a region.3 As this identification is not unambiguous, more suitable 

identifier – a unique municipality code that is also used in the election data 

– had to be assigned. While doing so, municipalities that share both name 

and a region had to be omitted. The same is true for those with a name 

stated differently in this list and in the used codebook.4 This process 

resulted in a list of 5762 mayors identified by a unique code of 

municipality. 

 

Furthermore, political affiliation had to be found for each mayor. This 

was made by matching each mayor with a candidate in a list of all candid- 

ates, also retrievable from www.volby.cz, where the same political party 

identifier as in the election results is used. As there were candidates that 

shared both a full name and a place of candidacy (a key used to match can- 

didates with mayors), but did not share a political party, some records had to 

be dropped. The merging of those two datasets resulted, mainly due to 

incorrectly filled names in the list of mayors, in a loss of another 344 records. 

 
 

Finally, from a number of 5418 municipalities about which all the requis- 

ite information was found,5 in 4433 of those the election resulted in a strict 

victory of one political party (it had at least one councillor more than any 
 

2It is managed by a Ministry of the Interior and retrievable fromhttps://www.mvcr.cz/odk2/clanek/ 

ostatni-prehledy-zmen-v-uzemni-organizaci-v-nazvech-obci-a-jejich-casti.aspx. 
3While considering machine-readable identifiers. 
4The codebook used is published as open data by a Ministry of Finance and retrievable from https: 

//monitor.statnipokladna.cz/datovy-katalog/ciselniky. 
5From a total number of 6254 there is in the Czech Republic. 

http://www.volby.cz/
http://www.volby.cz/
https://www.mvcr.cz/odk2/clanek/ostatni-prehledy-zmen-v-uzemni-organizaci-v-nazvech-obci-a-jejich-casti.aspx
https://www.mvcr.cz/odk2/clanek/ostatni-prehledy-zmen-v-uzemni-organizaci-v-nazvech-obci-a-jejich-casti.aspx
https://monitor.statnipokladna.cz/datovy-katalog/ciselniky
https://monitor.statnipokladna.cz/datovy-katalog/ciselniky
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other party). However, as the number of municipalities in the Czech Re- 

public is quite high, there is also a large number of local associations used 

by independent candidates who prefer those to traditional political parties. 

And many of those associations are assigned the same identifier in the data 

source that was used. For this reason, results based on this data probably 

suffer from an upward bias as the same party identifier for both a mayor and 

a winning party does not necessarily mean the sameness of the party itself. 

Nevertheless, whether records for municipalities where such an association 

won are omitted or not (there are 3386 of those), the results seem to be 

telling a similar story – that a party winning the most seats in a council is   

in most cases also the party a mayor is affiliated with. This implication is 

even more frequent when there is a larger difference in the number of seats 

as depicted in table 4.1. 

Table 4.1: Results of mayor’s political affiliation analysis. 
 

Method all win 5% win 10% win 20% 

Omitted 92.8% 93.7% 95.3% 98,3% 

Not omitted 96.5% 96.8% 97.7% 99.2% 

Source: Author’s calculations based on data from Czech Statistical Office, Ministry of 

Finance and Ministry of the Interior. 

 
 

Where win n% denotes a difference in the number of seats larger or equal 

to n%, Omitted denotes the usage of data where a party with a unique 

identifier won, while Not omitted denotes the usage of all the data. 

 

 

 

4.2 Accounting data delay 

 
As I will study the behaviour of politicians after elections, it is essential to 

understand what is the connection between a decision being made and a 

record being created in the municipality’s accounting. Or, more precisely, 

what is the time lag between those two. In order to estimate this delay,  I  

will use data about public contracts that were published through Tenders 
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Electronic Daily,6 and compare them with amounts recorded in PAP,7 as the 

amounts from the former should be, with the examined delay, included in 

those of the later. 

 

This analysis was performed on a sample of 451 municipalities for which 

the data is available for each year from 2015 to 2018.8 For each quarter (first 

quarter of 2015 being the first and the fourth quarter of 2018 being the last), 

a sum of all incurred liabilities to suppliers in this period (as reported on the 

credit side of an account 321), and a total value of awarded public contracts 

in the same period was calculated for all the municipalities in the sample 

and aggregated. In order to compare those two timeseries, an adjustment 

had to be made because of the VAT that is included in PAP. In line with the 

methodology of a Ministry for Regional Development (2020), an effective 

rate of 18,875%, calculated as: 

0.75 · standard rate + 0.25 · average of reduced rates9 (4.1) 

was used. The resulting time series is depicted in the figure 4.1. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

6The tedious work of collecting and cleaning this data was done by Datlab (www.datlab.eu). 
7For this analysis, only data for years 2015-2018 was used as, for some reason, only yearly data were 

provided for year 2019. 
8There are 8 of those that started or stopped reporting the data in this period and are not included 

for this reason. Other municipalities do not meet the population criteria and does not report the data at 

all. 
9Where, with effect from January 1, 2015, standard rate is equal to 21% and a set of reduced rates 

includes a 10% and a 15% rate, resulting in an average of 12.5%. 

http://www.datlab.eu/
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Figure 4.1: Comparison of amonts from PAP and from Tenders Electronic Daily (amounts 

expressed in CZK) 

 

 

Source: Author based on data from Ministry of Finance and Datlab. 

 

 

From a brief look, it is clearly visible that expenditures rise considerably 

in the last quartal of a year. Also, with the exception of a year 2015, most 

contracts, according to the tender data,  is awarded in the third quarter.  

Both of those tendencies could be explained by a widespread custom to 

undertake large road repairs and other expensive construction works in the 

summer months, meaning the resulting delay would have to be somewhere 

around three months. In order to test this hypothesis, let me construct the 

following model: 

6 

RS321i = B0 + ∑(𝛽j  ·  𝑓𝑖𝑛𝑎𝑙_𝑝𝑟𝑖𝑐𝑒𝑖−𝑗+1) (4.2) 

j=1 

Where RS321i is the amount of new records on the credit side of an 

account 321 (trade payables) in period i and final pricei is the value of 

contracts awarded in the period i. 

 

A standard OLS estimation suggests that the intuition here might be 

correct, as only final pricei−1 proved itself to have significant effect.  Also, 

an associated coefficient was estimated as being close to 1. The results are 
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included in table 4.2. It is thus reasonable to assume a three month long 

delay in the data. 

 

Table 4.2: Estimation of a model 4.2. 

 
 

(1) 
RS321 

 

final price 0.031 

(0.404) 

final price 1 1.102∗∗ 

(0.409) 

final price 2 -0.401 

(0.572) 

final price 3 -0.137 

(0.579) 

final price 4 0.144 

(0.742) 

final price 5 0.899 

(0.747) 

const 1.067e+10 

(9.42e+09) 

 

Observations 16 

R2 0.718 

Adjusted R2 0.529 

Residual Std. Error 8714128269.566(df = 9) 

F Statistic  3.810∗∗ (df = 6.0; 9.0) 

Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01 

Source: Author based on data from Ministry of Finance and Datlab. 
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4.3 Effect of the elections 

 
An existing literature, as well as an intuition, suggests that political 

connections are most beneficial at the time the connected politicians hold 

power (Saeed A. et al., 2019). Assuming firms would not be usually able to 

create connections to all the politicians in a region at the same time, should 

there be any rent-seeking activity associated with purchases of goods and 

ser- vices, the financial flows towards municipality’s suppliers would show a 

sign of change as soon as the composition of a government changed. 

Conversely, if the leadership is responsible and mainly interested in a public 

welfare, the selection of suppliers should be independent of election results. 

Accordingly, the following hypotheses will be tested: 

A change in governance leads to a significant change in the municipality’s 

structure of suppliers. 

A change in the municipality’s structure of suppliers is more substantial 

when a governance change is accompanied by a dominant position of one 

political party. 

 
4.3.1 Change in governance 

 
Municipal elections in the Czech Republic are held every four years. 

Considering the timespan of available data and the estimated delay, elections 

from October 2018 seemed to be ideal for this study. Based on the first 

analysis performed in this chapter, a change in a prevailing party, as 

compared with results of the previous elections from October 2014, will be 

used as a proxy for a change in governance. If a party wins more seats in a 

council than any other party, it is said that it is a winning party. If there is no 

party winning more seats than others, it is said that the result of election is a  

draw.  All  the 451 municipalities in the sample10 were divided into four 

groups based on election results and, with the exception of the control 

group, assigned a dummy variable.  This control group consisted of 

municipalities where the 

10The same sample as in the previous analysis is used as it is defined by a number of institutions 

reporting PAP. 
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same party won in both 2014 and 2018 elections or there was a draw in  

both terms. If there was a draw in exactly one of the terms, a result is 

described as one draw, and depicts the smallest non-zero change in the 

governance. Then, variables small change and large change were 

constructed for municipalities where a different party won in each of the 

terms. The later represents a state when a winning party won at least 10% 

more seats than any other party, while the former covers all the other 

possible conditions.11 The following table quantifies this categorisation: 

 

 
Table 4.3: Summary of elections. 

 

Type of result Number of results 

large change  58 

small change 67 

one draw 100 

control group 226 

Source: Author based on data from Czech Statistical Office. 

 

 

 

 

4.3.2 Estimated model 

 
For this model, records on an account 321 as stated in PAP X. were used. For 

the purposes of this model, a supplier will be defined as a partner associated 

with a record from 2019. This supplier will be called new if and only if it is 

not associated with any record in years 2015-2018. Using this terminology, 

two  indicators of a change in the structure of suppliers will be used.  It is    

a ratio of new to all suppliers, denoted as new rate, and a ratio of amounts 

associated with those new suppliers to total amounts, denoted as money rate. 

11To distinguish a winning party between the terms, a code given in the election data was used, because 

an exact name of a registered association often slightly varies in each election despite referring to the 

same  group  of  candidates.   For  example,  an  association  named  ROZKVĚT  in  2014  elections  renamed 

to  ROZKVĚT  (STAN)  in  2018  elections.  Despite  this  change,  a  code  470,  that  describes  an  affiliation 

towards a political party STAN, can be used to track the link between those two groups. For this reason, 

however, in cases when a winning party in both terms is assigned a code 90, which is used for other 

unspecified local associations, an individual assessment, based on the list of candidates and names used, 

had to be made. 
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Finally, utilizing information about population, denoted as pop, and a region 

the municipality is located in, using a NUTS identifier in a format CZ0XX 

for designation, two simple models were created: 

new_rate = β0 + β1 · pop + β2 · one draw + β3 · small change + 

+ β4 · large change +∑ (𝛽𝑖 ·  𝐶𝑍0𝑋𝑋)
CZ0XX∈regions
i∈{ 5,...,17} (4.3) 

 

money_rate = β0 + β1 · pop + β2 · one draw + β3 · small change + 

+ β4 · large change +∑ (𝛽𝑖 ·  𝐶𝑍0𝑋𝑋)
CZ0XX∈regions
i∈{ 5,...,17} (4.4) 

 

Where each sum includes 13 terms in a form of a product of a dummy variable representing 

one of the regions (one for each of the regions, with the exception of Sťredočeský kraj, which 

was used as the basis, is included in the model) and a corresponding β coefficient. 

 

 

4.3.3 Results 

 
In spite of there being only 30.6% correlation between new rate and money rate, 

the results of both models are a lot similar. Both suggest a significant dif- 

ference across regions (money rate in some regions being estimated as 10% 

higher than  in  others)  and  significant  and  negative  effect  of  population, 

as money rate was estimated to be 1% lower for each 10,000 inhabitants. 

Neither of the two variables, however, seem to be greatly affected by an 

outcome of elections; not even at the 90% confidence level. Results of an 

OLS estimation are shown in table 4.4. 

In both cases, a model was estimated with an adjusted R2 below 10%. 

Nonetheless, the model was not intended to explain the variety of studied 

variables in full extend. Instead, it was constructed to test the effect of 

elections, which are assumed to be exogenous, thus by no means correlated 

with an error term. For those reasons, it should not undermine the reliability 

of results. 
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Table 4.4: Estimation of models 4.3 and 4.4. 

 

(1) (2) 
new rate money rate 

 

one draw -0.000 0.025 

(0.006) (0.016) 

small change 0.001 0.004 

(0.007) (0.018) 

large change 0.003 -0.000 

(0.007) (0.019) 

pop -1.881e-07∗∗ -1.881e-07∗∗∗ 

(8.46e-08) (8.46e-08) 

const 0.318∗∗∗ 0.235∗∗∗ 

(0.006) (0.017) 

 
Regions 

Observations 

Yes 

451 

Yes 

451 

R2 0.107 0.119 

Adjusted R2 0.072 0.084 

Residual Std. Error 0.049(df = 433) 0.130(df = 433) 

F Statistic 3.050∗∗∗ (df = 17.0; 433.0) 3.427∗∗∗ (df = 17.0; 433.0) 

 
Note: 

  
∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01 

Source: Author based on data from Ministry of Finance and Czech Statistical Office. 
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4.3.4 Alternative model and subsample analysis 

 
In the previous model, a difference in the number of seats in the council 

between a winning party and other parties was used as an indicator of 

dominance. This approach is in line with the analysis of a mayor’s political 

affiliation, but there is a more intuitive indicator – a total share of councilors. 

For this reason, I estimated the models using this approach to obtain a 

different view. I chose thresholds as [0%, 30%), [30%, 50%) and [50%, 

100%]. Once again, variables representing those groups, denoted by a first 

number of the interval, were only used for observations neither being in a 

control group, not having one draw assigned. Results for this estimation are 

sum- marised in table 4.5 in the appendix. Nevertheless, it seems that, even 

from this perspective, there is no significant difference between studied 

groups. 

 
Finally, I divided observations based on population into two subsamples. 

First one contained 321 municipalities with a population below 10,000, while 

the other one the remaining 130. Each of the subsamples was estimated using 

models 4.3 and 4.4. The first sample tells the same story as the previous 

models, but the second one suggests that there might be some difference. 

From the estimation, it seems that one draw and large change has an effect 

on new rate and that one draw also affects, although only at a 90% level  

of significance, the money rate. Those results, however, does not appear to 

be robust enough to draw any strong conclusions from. Firstly, at a 95% 

significance level, only a weaker indicator, new rate was affected. Also, if 

there is an effect of a minor change, captured by one draw, then, assuming 

the hypothesis is correct, there should also be at least the same effect of a 

larger change, small change. Last but not least, this smaller sample suffers 

from a low number of observations in some of the groups. For example, one 

draw only includes 30 of them and large change only 16. Results can be 

found in the appendix in table 4.6. 



 

 

 

 

 

 

 

Conclusion 

 

As there is an evidence that political connections can be seen as an 

investment, it is appropriate to study channels through which this 

investment is repaid. So far, connections on a national and a regional level 

were studied  in the Czech Republic. Little attention, however, was  paid to 

the smal-  lest administrative units – local governments. In this thesis, not 

only did I explore this terra incognita, but I also proposed a new approach 

based on government-collected accounting data that is of vast potential in 

many fields of economic research. Also, I introduced this data and 

explained their origin and some the most important aspects of their usage. 

 
In the analysis of municipality’s behaviour, I found that, regarding the 

replacement of suppliers, there is no significant difference between 

municipalities with a new governance and municipalities where no change 

happened after elections. From an optimistic point of view, those results can 

be seen as an assurance that there is no suspicious behaviour worth attention 

when  it comes to purchases of local governments. Contrariwise, it might be 

an encouragement to examine other potential ways rent-seeking activities 

are capitalised. One way or another, a change in governance is not 

associated with an immediate and dramatic change in the supplier’s 

structure, as the hypothesis went. 

 
Moreover, while studying the effect of elections, I have discovered that 

there is a very strong link between a winning party and a mayor’s political 

affiliation. Even though a bargaining position of the strongest party might 
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seem to play a certain role here, it is, in my opinion, not enough to explain 

this phenomenon by itself. Instead, a “gentlemen’s agreement” of some kind 

might be present in the negotiation. 

 

Finally, an average time lag between choosing a supplier for a contract 

and recording a corresponding liability in the purchase ledger was estimated. 

Based on a comparison of recorded liabilities with the data about awarded 

public procurement, this delay was estimated to be about one quarter long. 

 

Even more important than those results, however, I find the potential  

that the proposed data have. It is a political connections debate, but also 

other fields of study, where it might be highly beneficial to exploit, and I 

believe this thesis provides a certain amount of guidance that is needed for 

an adoption of this approach. 
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Bati ve Zĺıně, Fakulta managementu a ekonomiky. [CZ]. 

Voth, J. & Ferguson, T., 2008.  Betting  on  Hitler:  The  value  of  polit-  

ical connections in Nazi Germany. Department of  Economics  and 

Business,   Universitat   Pompeu   Fabra.   [online].   Available   at: https: 

//www.researchgate.net/publication/24092003_Betting_on_Hitler- 

The_Value_of_Political_Connections_in_Nazi_Germany [Accessed 27 

July 2020]. 

https://www.transparency.org/en/cpi/2019/results
https://www.researchgate.net/publication/24092003_Betting_on_Hitler-The_Value_of_Political_Connections_in_Nazi_Germany
https://www.researchgate.net/publication/24092003_Betting_on_Hitler-The_Value_of_Political_Connections_in_Nazi_Germany
https://www.researchgate.net/publication/24092003_Betting_on_Hitler-The_Value_of_Political_Connections_in_Nazi_Germany


 

 

 

 

 

 

 

Appendix 

 

 
Table 4.5: Estimation of alternative dominance model. 

 

(1) (2) 
new rate money rate 

 

one draw -0.000 0.025 

(0.006) (0.016) 

0 -0.002 0.008 

(0.008) (0.021) 

30 0.009 0.001 

(0.007) (0.019) 

50 -0.011 -0.018 

(0.014) (0.036) 

pop -1.854e-07∗∗ -9.109e-07∗∗∗ 

8.45e-08) (2.27e-07) 

const 0.317∗∗∗ 0.236∗∗∗ 

(0.006) (0.017) 

 
Regions 

Observations 

Yes 

451 

Yes 

451 

R2 0.112 0.119 

Adjusted R2 0.075 0.083 

Residual Std. Error 0.049(df = 432) 0.130(df = 432) 

F Statistic 3.016∗∗∗ (df = 18.0; 432.0) 3.254∗∗∗ (df = 18.0; 432.0) 

 
Note: 

  
∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01 

Source: Author based on data from Ministry of Finance and Czech Statistical Office. 
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Table 4.6:  Estimation of subsamples. 
 

(1) (2) 
new rate money rate new rate money rate 

 
one draw -0.004 0.023 0.017∗∗ 0.033∗ 

 (0.008) (0.021) (0.008) (0.019) 

small change 0.008 0.031 0.004 -0.009 

 (0.009) (0.026) (0.008) (0.019) 

large change -0.005 -0.015 0.025∗∗ 0.016 

 

pop 

(0.009) 

-2.608e-06 

(0.025) 

-3.749e-06 

(0.010) 

1.815e-10 

(0.024) 

-3.884e-07∗∗ 

 

const 

(1.65e-06) 

0.336∗∗∗ 

(4.51e-06) 

0.264∗∗∗ 

(7e-08) 

0.290∗∗∗ 

(1.61e-07) 

0.180∗∗∗ 

 (0.012) (0.032) (0.009) (0.021) 

 
Pop>10,000 

 
No 

 
No 

 
Yes 

 
Yes 

Regions Yes Yes Yes Yes 

Observations 321 321 130 130 

R2 0.099 0.104 0.284 0.212 

Adjusted R2 0.052 0.056 0.175 0.092 

Residual Std. Error 0.052(df = 304) 0.142(df = 304) 0.034(df = 112) 0.079(df = 112) 

F Statistic 2.086∗∗∗ (df = 16.0; 304.0) 2.195∗∗∗ (df = 16.0; 304.0) 2.614∗∗∗ (df = 17.0; 112.0) 1.771∗∗ (df = 17.0; 112.0) 

 
Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01 

Source: Author based on data from Ministry of Finance and Czech Statistical Office. 


