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ABSTRACT: Financial means for multifunctional forestry activities come from different public sources, both national 
and international ones. There are several basic types of financial instruments used for the supporting of non-market 
forest services, both direct and indirect ones. Financial means should be accounted and treated separately by their 
different social and economic essence, as proper subsidies, compensations and payments for services. Financial means 
going to forestry are generally considered as subsidies in the Czech Republic (CR). But overall it can be stated that 
only a small part of the financial sources going to forestry via the Ministry of Agriculture is real subsidies. Out of the 
annual average of 657 million CZK of financial sources going to forestry through the mediation of the Ministry of 
Agriculture, indicated officially as subsidies, only 279 million CZK (42.5%) were real subsidies flowing into forestry 
in the period 2004–2009. 
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Forestry is generally considered as an important 
multifunctional activity with economic, ecological 
and social impacts on the society, reproducing and 
securing both market and non-market forest ser-
vices. Support of multifunctional forestry activities 
and especially financial aid comes from different 
public sources both national and international – 
especially from European Union (EU).

Under a multifunctional concept of forestry and 
forest management, the economic effectiveness of 
forestry based only on market timber production 
can be considerably affected by claims of intensi-
fication of non-market forest services. Forestry as 
a timber production activity can be restricted for 
different reasons to a great extent, but especially 
for an improvement of non-market forest environ-
mental services.

It becomes more and more evident that forest 
market production (especially timber production) 
and occasionally other traditional forest market 
products will not be able to finance the increasing 

demand of the public for non-market forest ser-
vices in particular countries. The supplying of such 
services usually enhances costs of production and 
reduces incomes from timber supplies. Therefore, 
forest owners and lessees have to look for other 
possibilities how to include traditional non-market 
forest products and services into the market frame 
(Sisak 2004).  

An important role in the promotion of forest ser-
vices can be played by conflicts of interests between 
different groups of stakeholders in the framework 
of society in particular countries. Concrete detail 
structures of financial instruments promoting non-
market forest services can be different in the prac-
tice of particular countries (Kaliszewski 2004), 
having various forms, importance, intensity and 
efficiency. Nevertheless, generally, the principles 
of the instruments are very similar in different 
countries. The instruments are not very often inde-
pendent but, in general, they are mutually linked, 
interrelated. Among many different types of instru-
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ments promoting non-market forest services, the 
greatest attention is focused above all on economic 
instruments and among them especially on finan-
cial instruments. The structure of multifunctional 
forestry financing was discussed by Schmithüsen 
et al. (2009) and by Schmithüsen (2004). Impor-
tant analyses were performed dealing with prob-
lems of forestry financing from public sources, both 
national and international ones, in socio-economic 
conditions similar to the CR. In this case the fol-
lowing contributions can be cited by Šálka (2002), 
Kovalčík et al. (2010) and Kovalčík (2011a, b). 

On the other hand, there is a lack of analyses deal-
ing with the share of non-market forest services 
used by the population of the CR. Since 1994 regular 
annual analyses have been performed only in the ar-
eas of forest frequentation by the population of the 
CR, and of non-wood forest product collection and 
its socio-economic importance in the CR, using face 
to face interviews in representative samples (quota 
selection) of the CR population (Report … 2009). 

MATERIAL AND METHODS

There are many basic financial instruments, 
both the direct and indirect ones, that are used 
for the promotion of multifunctional forestry. In 
the framework of the Czech Republic (CR) we can 
generally speak about the following tools: subsi-
dies, compensations, tax concessions, soft loans, 
purchase of forestlands, purchase of forest ser-
vices, ecolabelling, voluntary agreements, research 
grants, extension, consultant and advisory services, 
and information campaigns. Of them, the essence 
of subsidies, compensations and purchases of for-
est services has been analysed in greater detail.  

The official documents considering generally the 
national, regional and also international budget 
funds for the forestry sector as subsidies into for-
estry were analysed. The investigation was based 
mainly on annual reports issued by the Ministry 
of Agriculture: Reports on the State of Forests 
and Forestry in the Czech Republic (2005, 2007, 
2009). The cited reports were at disposal in the pe-
riod of the analysis performed, covering the years 
2004–2009. 

The analysis is related to the respective insti-
tutional framework of the forestry sector and its 
development. The State forest administration con-
sists of three levels – ministerial, regional and lo-
cal. Ministerial and regional offices are especially 
responsible for implementing the financial contri-
bution programmes. 

RESULTS

Financing of forestry from public sources in the 
Czech Republic traditionally comes from numer-
ous institutions and programmes. The system of 
forestry financing in the CR is rather complicated 
(Sisak, Pulkrab 2002; Sisak et al. 2002; Sisak, 
Chytry 2004; Jarsky 2005; Sisak 2007). Previ-
ous analyses accentuated the need to create a net-
worked and simpler system of financing. However, 
the opposite is the case. 

Currently, the way of forestry funding is inadequate-
ly organised because funds from regional and national 
authorities have not been integrated sufficiently with 
each other. Furthermore, there is no clear distinction 
between subsidies, compensations and payments for 
the benefits the forests provide. It is desirable that the 
compensations of economic loss caused by delivering 
of environmental services are clearly separated from 
the subsidies and accounted for separately. This would 
contribute to a substantially higher standard of deci-
sion-making on resource allocation and to a greater 
transparency of forestry funding, not only within the 
Czech Republic but also across the European Union 
(Sisak 2007). Financial means from public resources 
should be divided into:
(a) subsidies from public budgets (donation, gift, 

contribution, support) paid by the society, by 
the public, its parts, communities, based on 
regulations and paid to forest owners and les-
sees for such multifunctional forest manage-
ment that meets desired societal requirements; 
financial means that should have motivation 
effects but they are very often used instead of 
compensations and purchase of services. 
The owners and lessees must ask for subsidies 
but they are not entitled to receive such finance, 
depending on additional circumstances. Forest 
owners are completely in an uneven, underpriv-
ileged position to the institutions paying for the 
provision of non-market forest services needed, 
demanded by the society and its parts (very of-
ten imposed by law and related regulations).

(b) compensations (reimbursement for economic 
detriments) paid by the society, by the public, 
its parts, communities, based on payments for 
economic losses to forest owners and lessees, 
caused by forest management restrictions in-
creasing expenses and reducing incomes, i.e. 
deteriorating the economic efficiency of timber 
production, caused by non-market require-
ments of the society (no donations, subsidies). 
The owners and lessees must ask for compen-
sations and they are entitled to receive such 
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finance in accordance with respective regula-
tions. Forest owners and lessees have a partially 
equal economic and political position to the 
institutions paying for the provision of non-
market forest services needed, demanded by 
the society and its parts (very often imposed by 
law and related regulations).

(c) purchase of forest services paid by the society, 
by the public, its parts, communities, based on 
market nature payments for intensified envi-
ronmental services provided by multifunctional 
forestry to the public (no donations, subsidies 
nor compensations). Forest owners and lessees 
are in an equal economic and political position 
with those paying for respective services.

Public budget finance going to forestry is tradition-
ally perceived as subsidies but it is highly questionable 
to indicate all the mentioned funds as support, thus 
subsidies (gifts from taxes, from public budgets) from 
political and economic points of view both in the CR 
and in the international environment (EU). 

The persons who receive such information can 
get an entirely unrealistic and biased conception 
of reality and as a result, they can react and make 
decisions in an inadequate way. The situation and 
trend of funds flowing into forestry over the recent 
years (the data is available from) can be seen in the 
following structure presented in Tables 1–3.

The government financial obligations (Table 1) 
considered generally and traditionally as subsidies 
do not represent in reality the financial support 
in terms of subsidies for owners, lessees, or forest 
managers. In fact, they are not any donations from 
public resources given to subjects in forestry by the 
society. They are not even compensations, i.e. pay-
ments for economic losses to those subjects that 
implement the particular works either by order or 
compulsion to satisfy public interest or for general 
welfare. The concern is completely different; they 
are regular payments for services required by the 
government because of public (governmental) in-
terest. It is a purchase of services required by the 
State. Otherwise, these services would not and 
could not be normally implemented in the market 
economy. This cannot be ignored. We have to ac-
knowledge the government (public) needs for such 
payments and allocate the given volumes of funds 
and services into relevant categories. 

Services presented in Table 2 must be divided 
into two groups. The first item, aerial liming and 
fertilising in air-polluted areas, is carried out to 
restore site quality or site and production condi-
tions impaired in forests as a result of anthropic 
activities, i.e. damage caused by domestic or inter-
national industrial pollution. The State has not been 
able to cover economic losses and damage caused 

Table 1. Government financial obligations subject to the Forest Act (mil. CZK)*

Activities
Year

Average
2004 2005 2006 2007 2008 2009

Soil reclamation and  torrent controlc   57   25   29   68   71   43   49

Licensed forest managers (consultants)c 127 132 139 147 152 160 143

Forest management guidelinesc   19   19   23   24   20   23   21

Soil improving and stabilising speciesc   10   10   11   10   10   13   11
Total Services 213 186 202 249 253 239 224

cpurchase of forest services, *1 CZK = 0.030–0.025 EUR

Table 2. Services provided by the government for forestry (mil. CZK)* 

Activities
Year

Average
2004 2005 2006 2007 2008 2009

Aerial liming and fertilising, polluted areasb 58 26 45 22 44 19 36

Aerial fire fighting servicea 14   2 15 10 25   1 11

Large-scale measures for forest protectiona   3   5   2   1   1   2   2

Consultancya   8 22 23 23 21 33 22

Other servicesa   4   4   6   3   6   6   5
Total 87 59 91 59 97 61 76

asubsidies, bcompensations, *1 CZK = 0.030–0.025 EUR
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to owners by negative externalities of industry, not 
even per curiam. The State compensates a part of the 
detriments and damage in this way; however, quite 
insufficiently. Therefore, it is not right if the govern-
ment administration claims that the forest owners 
are subsidized, financially supported, even present-
ed with charitable gifts for the regulation of site and 
production conditions. The forests were damaged 
by industrial production and pollutants within the 
framework of society and government, and thus the 
damage must be righteously compensated.

The other three items (2–5) can be considered as 
subsidies, financial contributions donated by the 
government to help subjects in forestry. Neverthe-
less, they are not only pure subsidies focused on 
the reinforcement of the production function; they 
also follow to a great extent the societal desire to 
improve the quality of forests and all their non-
market functions in the public interest.

Of the items listed in Table 3, item No.1 (Regen-
eration of forests damaged by air pollution) can 
be regarded as compensation, i.e. recovery for the 
detriment and damage caused to the forest owners 
by air pollution. It is a similar case like in Table 2, 
item No. 1, while items 2 and 7 (Table 3) can be con-
sidered as real subsidies, i.e. financial assistance to 
provide relevant activities, even though these activi-
ties are also connected with the needs of society as a 
whole, not just with the needs of the given subjects.

Items 3–6 can be described as the purchase of 
particular services required by society and the state 
administration. Comparing the available funds on 
the one hand and the real expenses on the other 
hand, we can say that in a number of items, the 
payments compared to really spent costs are quite 
insufficient. In this way, the government is trying to 
shift a substantial part of the expenses, which were 
imposed by the government, for the activities imple-

mented on its own behalf onto the shoulders of forest 
owners. It should be reiterated, these are not essen-
tially subsidies, donations, contributions to some-
one for their own activities. Item No. 3 (grouping of 
the small-sized forest owners) is the current focus of 
the public administration; it simplifies bureaucracy 
and organization of the public forest administration 
and its financial demands and at the same time im-
proves the quality of multifunctional forest manage-
ment, which is a societal concern. Item No. 4 can 
be interpreted as the purchasing of services by the 
government because the public interest is the forest 
owner, manager or lessee using more lower-impact 
technologies, which are, however, less economically 
efficient than the conventional ones. 

Items No. 5 and 6 represent typical purchases of 
services. The care of enumerated endangered spe-
cies of wild animals and cost covering is considered 
as a subsidy while in reality it is a purchase of forest 
service produced by forest owners and lessees. As 
for item 6, the government administration tradi-
tionally tends to claim that the forest management 
plan is an instrument of the forest owner, manager 
or lessee who need it to manage their forest prop-
erty (it truly might have been so long ago). Nev-
ertheless, if it really currently worked in this way, 
then the government would not state that the own-
ers are obliged to manage forests according to the 
forest management plan (Forest Act No. 289/1995). 
Furthermore, the government would not order that 
the relevant subjects are obliged to have the forest 
management plan elaborated by authorised compa-
nies to a predetermined level of quality and thus for 
a given price, that they need to have it approved by 
the state forest administration authorities and then 
adhere to it when managing their forest property. 

In the Czech Republic’s current socio-economic, 
cultural and legal environment the forest manage-

Table 3. State subsidies (aids) to forestry by purpose (mil. CZK)*

Activities
Year

Average
2004 2005 2006 2007 2008 2009

Regeneration of air polluted forestsb   24   27   16     2   11   10   15

Reforestation and tending of standsa 225 248 211 207 270 252 236

Grouping of small forest ownersc     4     4     3     1     1     1     2

Ecological technologiesc   26   31   28   30   36   31   30

Endangered species ‒ wild animalsc     3     4     4   14   12   10     8

Forest management plansc   65   70   50   64   55   73   63

Other subsidiesa     5     3     5     3     2     2     3

Total 352 387 317 321 387 379 357

asubsidies, bcompensations, cpurchase of forest services, *1 CZK = 0.030–0.025 EUR
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ment plan is actually not only the owner’s instrument 
but also it is above all an instrument of society and the 
state administration. Not only is it the administration’s 
tool for ensuring that forest management is in accor-
dance with the current views of politicians and rele-
vant experts but also providing information required 
by the public administration (including information 
on the condition of the forests and the development of 
management with respect to society’s needs). 

Therefore, the public financial means financing 
partially forest management plans are not a subsidy 
in this case, it means they are not either govern-
ment donation or compensation for a detriment, 
i.e. higher or extraordinary expenses accrued by 
the owner, lessee or forest manager in the market 
environment. In reality, these finances represent 
purchases of services by the government, especially 
the acquisition of the forest management plan as 
an instrument ensuring that the desired standard 
of forest management is carried out by the own-
ers (according to the institutionalized opinion of 
public authorities), and they are also a purchase of 
information for the authorities.

Overall it can be stated that only a small part of 
the financial resources going to forestry via the 
Ministry of Agriculture is real subsidies. Out of the 
annual average of the values from the years 2004 to 
2009 (Tables 1–3) amounting to 657 million CZK 
of financial resources going to forestry through the 
mediation of the Ministry of Agriculture indicated 
as subsidies, only 279 million CZK are real subsi-
dies flowing into forestry itself, which is only 42.5% 
of the indicated funds – significantly less than the 
stated amount. And even these considerably con-
strained funds are not provided only to help the 
forest owners, lessees and forest managers assert 
themselves in the market but to motivate them to 
maintain the forests in desired condition, thus, in 
other words, to serve the public interest. 

Out of financial means via the Ministry of Ag-
riculture, there is other finance going to forestry 
from national and international sources within the 
Rural Development Programme of the Czech Re-
public for the Period 2007–2013. Also these pro-
grammes have similar conceptual problems like the 
above analysed programmes. 

CONCLUSIONS

The analysis proves that the situation in forestry 
financing from public sources is rather confusing 
and difficult. A relatively large amount of titles and 
resources raises a presumption of significant provi-

sion of financial means for multifunctional forestry. 
However, these sums are very small in volume and 
their financial management is complicated and de-
manding in terms of organization, administration 
and finance. 

Financing (or financial contributions) should be 
divided into the following categories: compensa-
tion for economic losses, purchase of particular 
services, and subsidies.

Distinction between subsidies, reimbursement 
and payments for multifunctional forestry is still 
vague, their clearer separation would contribute 
to a considerably higher level of decision making 
with regard to the distribution of resources as well 
as helping to make funding more transparent not 
only in the Czech Republic but also across the EU.
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