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Abstract. The paper discusses the evaluation of the financial stability of an enterprise, depending on the
business potential of a municipality. The aim of the research is to prove a relation of the prediction models
and their ability to predict the financial ability of an enterprise depending on sample clusters of the business
potential in a municipality. In the first part of the research, the municipalities are clustered using the cluster
analysis and the municipalities are classified into four clusters - economic, social, infrastructural, and
environmental. Subsequently, financial data on business entities located in the area are used and the
prediction models are calculated using the Czech indices of the Neumaiers. The results are further
graphically evaluated in terms of size and sectors of the enterprise. The ANOVA method is verified to assess
the independence of the creditworthiness models on sample clusters. Regarding the method and the
analytical tool, it is possible to state their suitable choice; the outputs are relevant, valid, and usable in
practice. The influence of the creditworthiness on the environmental cluster in the area is proved.
Keywords: IN Index, cluster, ANOVA method, creditworthiness

1 Introduction

The enterprises of proper financial health have been discussed by the researchers for several decades [1; 2; 3; 4; 5]. It
is usually related to the enteprises showing growth in the number of employees, turnover, profitability, etc. Such
enterprises are increasingly discussed in relation to the economy, and the authors focus on the factors affecting the
financial stability of the enterprise and their contribution to the economy [6; 7; 8; 9; 10; 11; 12; 13; 14]. The factors
influencing the prosperity of an enterprise, and thus their competitiveness is classified into endogenous: size, financial
performance, capital structure, liquidity, flexibility in external financing, earnings stability, plan of financial results, audit
quality, disclosure, corporate governance, ownership structure, investors' protection, corporate ethics, individual risks, or
internal risks, etc. [15; 16; 17; 18] and exogenous: risk free rate decrease, Financial market development, the GDP growth,
bank lending to non-financial private sector growth, foreign direct investment growth, money supply growth,
unemployment rate growth, the appreciation of domestic currency, politic stability, government expenditures growth,
banking system liquidity, corporate tax rate growth, long-term interest rate growth, inflation growth, corruption growth,
systematic risks or risks of external environment, etc. [19; 20; 21; 22]. During an economic crisis, general attention is
paid to the enterprises that show stable financial health, contributing to economic growth. At the same time, they play a
key role in dealing with some important economic issues, such as reducing unemployment and creating jobs. The current
discussion therefore focuses on factors contributing to a stable, competitive business environment in different countries
[23; 24]. Research into the financial health of an enterprise is related to the research of the benefits of small and medium-
sized enterprises. Many SMEs have good financial conditions, and such conditions contribute significantly to the creation
of new jobs [25]. Blazek and Uhlii [26] even identify the SMEs as a key tool for regional development, addressing the
unemployment issues, creating good conditions for the creation of innovations in order to reduce negative regional
disparities. However, it should be mentioned that the population of small and medium-sized enterprises is rather
heterogeneous, with the largest share of the start-ups disappearing within a few years of their establishment [27]. Another
part of the enterprises, not nearly as numerous, is stagnant and does not expand significantly. The smallest part of newly
established enterprises is growing rapidly, and such enterprises have the largest share in creating new employment [27].
Currently, there are two strong directions of regional development and the promotion of competitiveness: the regional
innovation systems and the theory of global production networks. In such theories, the small and medium-sized enterprises
play a special role and the specific ways of their cooperation and the agglomeration effects induced by them (economies
of scale in conditions of intensive cooperation and created networks of specialized services together with highly flexible
response to the changing demand). The small and medium-sized enterprises and their emerging clusters, together with
supporting institutions, are therefore considered to be the most important subjects of economic development in the regions

* Corresponding author: partlova@mail.vstech.cz

© The Authors, published by EDP Sciences. This is an open access article distributed under the terms of the Creative Commons Attribution License 4.0
(http://creativecommons.org/licenses/by/4.0/).



SHS Web of Conferences 135, 01022 (2022) https://doi.org/10.1051/shsconf/202213501022
ECCW 2021

as analysed. The benefit of this theory is to stimulate a comprehensive discussion about the interrelations between the
competitiveness and socio-cultural environment of the regions and the regional rooting of the enterprises. In such relation,
the positive influences are emphasized, especially for large enterprises in the networks of contacts, influencing the
possibilities of further development of small and medium-sized enterprises in the respective region to a large extent. [28].
In this context, many regional economists see the regions as the intersection of spatial relations and networks of contacts,
known as networking [26]. The location of the enterprise in the region seems to be a major factor that significantly affects
the financial stability of the enterprise. Black and Henderson [29] argue that the enterprises located in agglomeration
regions show the impact of positive externalities. Such positive externalities primarily mean knowledge transfer and the
influence of municipal institutions. The enterprises in agglomeration areas also have better access to some specialized
resources (such as educated workforce) [29]. Sleuwaegen, Goedhuy; Krasnigi; and Damborsky and Wokoun [30; 31; 32]
focus their research on the influence of geographical location on the location of small and medium-sized enterprises, and
the proximity of sales markets has a positive effect on development and stability of the SMES, even more in the services
sector. Another important aspect is related to the location of medium-sized enterprises close to the suppliers. The
dependence on competitors' proximity is found for the micro-enterprises. Regarding the secondary and tertiary enterprises,
the authors discuss the availability of professional services and the overall economic growth of the region as important
factors. In the Czech Republic, the SMEs play a crucial role, as small and medium-sized enterprises in the Czech economy
make up the vast majority. In the long run, the representation of SMEs has been around 99% [41], with them employing
less than 60% of the total number of employees [42]. Based on such figures, it is deduced very clearly that the SMEs both
contribute significantly to job creation, and they also have a major impact on the social and economic development of
municipalities, cities, and regions, stimulate growing market dynamics and contribute to the stabilization of the economic
system. The author of the paper focuses on a little-explored topic so far, in particular the influence of the financial health
on the location of the enterprises in the relevant cluster of the examined region. The aim is to find out whether there are
clusters (economic, social, infrastructural, and environmental) with a significant share of the enterprises.

2 Methods

The most important data sources were secondary data for most municipalities in the region of South Bohemia,
provided by Ekotoxa. The data were focused on the description and evaluation of the state of the territory in four pillars
(economic development and business activities, human resources, infrastructure and the environment). Four indicators
were selected for the economic pillar, seven indicators for the social pillar, eleven indicators for the infrastructural pillar
and seven indicators for the environmental. Emphasis was placed on the easy availability of data, their sufficient
explanatory power and the possibility of updating. All the municipalities in the region of South Bohemia were included
in the data collection, except for municipalities with more than 25,000 inhabitants.

For the calculation of the prediction models, related to the financial health of the enterprises not located in the territory
of the tested municipalities, see the table. The data sample after generating the set from the Albertina database of Bisnode
contained a total of 42,592 data rows. Each row contains the following: Enterprise identification: enterprise name, ID
number, municipality region, municipality size, enterprise data: NACE, number of employees, NACESA code, M_NACE,
CZ-NACESA, year of financial statements, financial statements for the year of operation of the enterprise: balance sheet,
profit and loss statement, cash flow statement, sample indicators of profitability, activity, liquidity, indebtedness,
productivity and more.

Subsequently, calculations, partial indicators, and items for the calculation of prediction models were carried out:

« EBIT / interest payable - the indicator compares EBIT with interest expense. The indicator shows how large such
interest is in EBIT;

* Assets / Liabilities - this is an inverse indicator to the debt ratio (by default, the calculation is Liabilities / Assets
or debts). The indicator says what part of all the assets (assets), and therefore all the resources (liabilities), is made
up of external sources. In practice, therefore, it tells what level of risk and financial interest the owners bear;

* EBIT / Assets - profit, if it is not covered by money, is only a virtual quantity, as it is based on the current
accounting principle. The indicator is thus an indicator of the degree of efficiency used by the total assets;

* Revenues / Assets - Revenues include both sales and other revenues (extraordinary). They do not relate purely to
the main activity of the enterprise. The indicator is an alternative indicator of activity.

* Current assets / (short-term liabilities + Short-term bank loans) - this is a modified liquidity indicator;
¢ Overdue liabilities / income;

* Different weights V1-Vo6;

*  MPO - based on the methods of the Neumaiers.!Neumaierova, 2002, 2005)
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Table 1. Number of enterprises in the region in 2017

Year Original data set Adjusted data set
2017 9708 6983

Source:Author

Methods used

e Regarding the analysis of financial health of the enterprise, the descriptive method is used. Pivot tables, line and
other descriptive graphs are created.

Clustering of the municipalities uses the principle based on the creation of four models — the Economic Cluster,
the Social Cluster, the Infrastructure Cluster, and the Environmental Cluster based on four groups of variables
(economic, social, infrastructure and environmental area). According to such principle, a municipality is
classified into a group according to its highest average ranking in the appropriate group (pillar). This means that
the average ranking of the municipality in each pillar is calculated and then the group (the pillar with the best
average ranking) is used.

The clusters (pillars) are analyzed by the Stepwise-backward-regression method in terms of its business potential.
In order to analyze the business potential of rural areas in the clusters, the researcher identified it as a decisive
index of the progressiveness of the economic structure, determining the socio-economic differentiation of the
regions in the Czech Republic. Each cluster is analyzed by a stepwise method. The result is the finding of
significant variables that significantly affect the business potential of each cluster [33].

e Regarding the comparison between the business potential of the area and the real economic state of the
enterprises, the method of analysis of variance is used, which determines the significant dependence of profitable
enterprises (financial health of the enterprises) on four models as created previously: economic cluster 1, social
cluster 2, infrastructure cluster 3 and environmental cluster 4.

Analysis of variance (ANOVA) is a statistical method that allows the comparison of several means of
independent random samples. The method was established by R.A. Fisher (1890-1962).

The aim of the ANOVA analysis is to prove that the values of the qualitative character of X affect the values of
the quantitative character of Y. That is, the creditworthiness of the enterprise affects the clusters. The values of
the character Y, which belong to the value xi of the factor X, are denoted by yil, yi2, ..., yini. The principle of
the ANOVA method, which we prove the dependence of Y on X, and the dependence of the clusters on the
creditworthiness of the enterprise, is based on the fact that the total variability measured by the sum of the squares
of deviations from the overall average, is divided into the variability within the selections and the variability
between the selections.

It is assumed that there are k levels (values of xi) of X, with an effect on Y, as expressed by the following relation:
pi=ptai,i=1,2, ..k,

and:

- uiisthe mean of Y in the ith group (relevant to the value of xi factor),
- u the total mean of Y,

- ai is the effect of the value of xi factor on the character of Y.

Then, null hypothesis HO is formulated, with all the selections coming from the same sample, and that the values
of the factor X have no effect on the values of the character Y. Assuming that the values of ai come from the
same base set with zero mean E (ai) and constant variance of 62.

HO: E(al) =E(02) =...=E (ak) =0,

An alternative hypothesis is formulated to the contrary, as HO will not apply, provided that at least two items,
such as i and j, apply:

HI: E(al) #E(a2).

If accepting HO, the independence of the values of Y on X is deduced, and Y factor does not depend on the X factor.
Otherwise, if HO is rejected, Y depends on X and X affects Y.

The following hypotheses are carried out in the research:

H1: Spatial differentiation, based on the analysis of four pillars (economic, social infrastructural and environmental), does
not prove their conditionality on the financial health of the enterprise.

H2: In one of the clusters of the area under research, there are an increased number of creditworthy enterprises compared
to other clusters.
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H3: The ANOVA tool together with the cluster analysis is appropriate to find out the relations of the clusters to the
financial health of the enterprises.

3 Results

Analysis of the financial health of an enterprise in the region of South Bohemian region by the size of the enterprise

As reported by figure 1, the categories of the small enterprise, micro-enterprise and middle-sized enterprise are
creditworthy in more than 40%. The creditworthiness of large enterprises is approximately 33%. The grey zone is mostly
related to large enterprises (50%), followed by middle-sized enterprises (34%) and small enterprises (32%); the micro-
enterprises are the least common.

By the analysis of the IN 95 index, the most bankrupt enterprises are tracked in the group of micro-enterprises (35%),
followed by the medium-sized enterprises with 25%, the small enterprises (26%) and the large enterprises with 17%.

Small enterprise
IN95 calculation 50%

45%

.. \ - -
Large enterprise ®,_ A > Micro-enterprise

\-\,‘ P - =A== the enterprise is able to survive
\'-.O-' 7 any financial distress
\‘K" »« Q-+ the enterprise in the grey zone
—{0— the enterprise is going
- - bankrupt
Middle-sized P

Figure 1. Financial health of South Bohemian enterprises by IN 95, in relation to the size of the enterprise

Source: Author

Relation of the financial health of the enterprises by NACE

The analysis of the impact of the financial health of the enterprises on the sector is performed. IN 95 is also used in
the analysis

Regarding IN 95, the percentage share  of A (agriculture, forestry and fishing) and C (manufacturing) sections
worth mentioning as almost one third of the enterprises is either creditworthy, grey or bankruptcy zone. F section
(construction) reports more than 40% of the enterprises as creditworthy, 20% in the grey zone and 35% in the bankruptcy
zone. More than 50% of the creditworthy enterprises in in sections G (wholesale and retail trade; repair of motor vehicles
and motorcycles) and H (transportation), see figure 2.
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BY CZ-NACE
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Human health and social work activities
Administrative and support service activities
Professional, scientific and technical activities
Real estate activities
Information and communication
Accommodation and food service activities
Transportation and storage
Wholesale and retail trade; repair of motor..
Construction
Water supply; sewerage, waste management..
Electricity, gas, steam and air conditioning..
Manufacturing
Mining and quarrying
Agriculture, forestry and fishing

0% 50% 100%

mthe enterprise is able to survive any financial distress
Othe enterprise in the grey zone
Ethe enterprise is going bankrupt

Figure 2. Financial health of South Bohemian enterprises by IN 95, in relation to CZ-NACE
Source: Author

Relation of the financial health of the enterprises by the municipalities

The enterprises of the region of South Bohemia and their financial health are also analysed in relation to the
municipalities (type I, type Il and type Ill, based on Act 128/2000 on Municipalities). Type Il municipalities
(municipality with extended powers) are not included in type Il and I. Similarly, type Il municipalities (municipality with
authorized municipal office) are not included in type I.

By the analysis carried out through the IN95 index, it is identified that the largest number of enterprises in the region
of South Bohemia are the creditworthy enterprises, both in municipalities I. Il and I11. This is followed by a group of the
enterprises in the bankruptcy zone; very few enterprises are reported in the grey zone, according to the IN 95 analysis.

IN95

100,00%

80,00%

60,00%

40,00%

20,00%

0,00%
Type | municipalities Type Il municipalities Type 111 municipalities

Ethe enterprise is going bankrupt

Figure 3. Financial health of South Bohemian enterprises by IN 95, in relation to municipalities
Source: Author
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Financial health of the enterprises in the region of South Bohemia, by IN 95

The total comparison of the number of South Bohemian enterprises and their classification into different prediction
zones revealed the following: by IN 95 analysis, it is reported that most of the enterprises are creditworthy, followed by
the enterprises in the bankruptcy zone. A large number of the enterprises are included in the grey zone. On the other hand,
the analysis of IN 01 and 05 shows the opposite trend, most of the enterprises are found to be the bankrupt or the grey
zone, a smaller part of the enterprises in the region of South Bohemian is described as creditworthy.

Relating the clusters to the health of the enterprises

The health of the enterprises is measured by Neumeier index IN 95. The enterprises are divided by the sectors and
size. Each group is analysed by ANOVA model with grouping variable corresponding to the category to which its location
belongs to. The categories are computed above.

INS =V(1)-A+V(2)'B+V(3):C+V(M4)-D+V((5)-E—-(6)F

and:

A = assets / debt

B = EBIT / interest expense

C = EBIT / total assets

D = sales / total assets

E = current assets / current liabilities

F = overdue / sales
Table 2. Relating the clusters to the health of the enterprise according to index 95

IN 95
"DF" "SumOfSq" | "MeanSq" | "FRatio" | "PValue"
"Model" 3 76.5344 25.5115 24213 0.0649
{ANOVA - "Error” 653 | 6880.2151 | 10.5363
"Total" 656 6956.7495
"All" 1.7039
Model[1] 1.4184
CellMeans — MOdel[Z] 1.2770
Model[3] 1.7025
Model[4] 2.5692
PostTests » | {"Model" - Tukey {""}}}

Source: Author

The resulting table 2, see below, it is clear, that after the analysis of the index 95, the creditworthiness of the enterprises
is reported to be category 4, and the environmental cluster is significantly higher than in other categories, i.e., the
economic, the social and the infrastructural clusters. No model identified this difference at the 5% significance level. For
all of them, the level of significance is about 6.5%, i.e., the error of the first kind (that is, the probability of a misidentified
model is 6.5%). However, due to the consistency and systematic nature of such three indices, it is assumed that the
creditworthiness in the 4th category (environmental cluster) is significantly higher than the creditworthiness of the
remaining clusters. Similar analyzes with the same result are also carried out regarding the other Neumaier indices IN 01
and 05.

It is also interesting to determine the frequency of the creditworthy enterprises in the clusters, regardless of what point
value was calculated for the indices in the range of creditworthy enterprises, figure 4. The analyzed values for 2017, for
example for IN 95, ranged from 1.6 to 17.6 points (see the formula for IN 95). Subsequently, all creditworthy enterprises
are included in the map of the municipalities according to the clusters. Map 1 shows that most creditworthy enterprises
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in the area are in cluster 3, with 176 enterprises, followed by a cluster of economically with 37 enterprises, then
environmental cluster with 25 enterprises and social cluster with 21 enterprises, as calculated by IN95.

CLUSTER 11/2019
South Bohemia region

Data displayed

CLUSTER

economic pillar
social pillar

infrastructure pillar

- environmental pillar

Other data

regional
boundaries

o boundaries of
no data . LAG

number of credithworthy enterprises (2017)

Figure 4. Location of the creditworthy enterprises in the clusters
Source: Author

Suggestions and recommendations

Before the research, several hypotheses were established. The first consisted in the design of an economic model that
would allow the determination of the economic potential of the municipalities; the second question was focused on finding
and verifying suitable analytical methods for the model. A partial goal was the actual outputs of research, especially in
terms of the usability of financial health indices of the enterprises in relation to the business potential of the municipalities.
The following summaries and recommendations discuss the fulfilment of the above-mentioned objectives.

The structure of the pillars, including 29 indicators, reflecting the specifics of the regions in the Czech Republic, is
considered appropriately designed. However, its final extent should be determined only after wide application, within all
the regions in the Czech Republic. However, based on the example of the South Bohemian region, their number proved
to be sufficient. Looking ahead, there is a need to precisely define the procedure for collecting relevant secondary and
primary data, to specify the minimum scope of the observed period, to define the qualitative aspect of the database and
the form of their processing before using it for the analysis.

The analytical tool Cluster Analysis proved to be suitable. Using the cluster analysis of municipalities (Clustering
municipalities), four clusters of municipalities were created - economic, social, infrastructural and environmental,
according to four groups of variables (economic, social, infrastructure and environmental environment), so that in each
cluster, there were the municipalities that excel most in the area. Each municipality was included in a specific cluster
according to which group (pillars) the municipality had the highest average ranking. This procedure brought the expected
outputs and the structuring of municipalities.

An integral part, in accordance with the above scientific approach, is the analysis of the potential of rural municipalities
in relation to the financial health of the enterprises. Here, the use of the ANOVA method proved to be suitable, which
proved the relation to one of the clusters.

The potential of municipalities is an integral part of the total potential of the territory; however, it is not a sum, but an
intersection of economic and financial indicators monitoring the financial health of the business sector in the territory.
The method is based on four pillars (economic, infrastructural, social and environmental), similarly to the first procedure.
Based on the cluster analysis, it is then possible to define a summary map of the potential of municipalities for the selected
territorial unit with subsequent prediction of the business potential in the given municipality. In the region of South
Bohemiga, the calculation is based on three monitored indices of the Neumaiers (IN 95, IN 01, IN 05); the paper presents
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the results only for the IN 95 index) showing that the largest business potential, analyzed for the creditworthy enterprises,
with good financial health, is traced to the municipalities of the environmental pillar, which corresponds to the character
of the region.

The influence of the financial health of the enterprises in the research was also evaluated from the point of view of
sectoral differentiation and size categorization. The results cannot be considered as generally valid and final, yet they are
believed to have scientific value. In accordance with the results and findings, the following action is recommended:

» Research into different components of the business environment should continue to ensure the collection of input
data from business entities in times of economic recession when other results of the financial health of the business
sector in the addressed regions of the Czech Republic can be predicted.

« The follow-up research should be focused on the sub-sectors, from the point of view of sectoral and size
differentiation of business entities and find out their influence on the created clusters of municipalities and their
potential.

Regarding practical outputs focused on the local and regional development of the Czech Republic, it is possible:

» Create a guidebook for municipal self-government, including recommendations on how and with what tools of the
external and internal environment to increase the business potential of the municipality. Such tools include, in
general, the creation of an area-based local development strategy for well-defined sub-regional rural areas with a
specific business sector, the creation of public-private partnerships at local level, the multi-sectoral design and
implementation of a strategy based on the synergies between business actors from different sectors of the local
economy, the application of innovative practices, the creation of clusters of local and regional partnerships.

4 Conclusion

Many research institutes, both in the Czech Republic and abroad, address the issue of stabilization and development
of the business environment, especially in rural areas. The solution proves to be a limiting factor in ensuring the
functionality of the small and medium-sized enterprises in the area, which is a crucial socio-economic accelerator and
stabilizer for the countryside. However, a prerequisite for a successful solution for the development of business activities
is knowledge of business potential, including good creditworthiness indicators and characteristics of local business
entities.

Lundstrom a Stevenson [34] carry out an extensive research of SMEs, regarding their economic potential in the region,
and its development. In particular, they analyse the economic and financial indicators, identified as crucial for the
existence and development of the SMEs. Their research activities and the outputs show that the enterprises showing good
financial health, and conversely, the enterprises in danger of extinction (bankruptcy), are the key entities in terms of the
dynamics of development of the region in which such enterprises carry out their activities.

Similar conclusions are revealed by Parsley and Dreessen [35], also showing the crucial importance of stable and pro-
growth SMEs in the context of regional development. They also consider the enterprises that are of good financial health
and that are an important source of employment and well-being in the area where they operate to be the pro-growth and
stabilizing part of the region. In their conclusions, they similarly state the importance of the enterprises with a pro-growth
character, emphasizing the need to know their development limits, business potential, and also the conditions of their
stability and development. They identify the knowledge of such pro-growth parameters as a basic precondition for a more
efficient and effective setting of the state support. Hill [36] adds that various forms of business support significantly affect
the potential and limits of the development at the local and regional level. Shucksmith et al. [37] in their study point to
the need for targeted financial and non-financial support to the growth-oriented enterprises in the region. They also notice
that the financial support and the subsidy should be oriented both to pro-growth companies, and to those that are located
in pro-growth regions, and in the municipalities if there is a prospect of better development conditions.

Similarly, P¢élucha [38] carries out the research, the aim of which is to demonstrate the targeting of financial support
to the municipalities with a better socio-economic level of development in the context of supporting the dynamics of
territorial cohesion. From its results, a statistically significant relation between the subsidies provided for non-agricultural
activities and the socio-economic level of the supported municipalities is not fully demonstrated. In terms of the intensity
of the subsidy provided, however, rather peripheral and structurally weak municipalities are the most supported. The
author adds that the financial share of total public expenditure is marginal compared to the group of agricultural
instruments. The research results throughout the Czech Republic show that the current financial subsidies in the
agricultural sector is focused exclusively on the transformation of the agricultural enterprises in order to support both
their production function and non-productive, environmental function, which is gradually disappearing from the rural
area nowadays.

It is a fact that such targeted subsidies contribute, both in extensive areas and especially in high-production areas, to
a departure from their original role as mere producers, and a new role for landscape maintenance (sometimes called
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landscape managers) is emerging. P&lucha (2006, p. 166) further notes that “such new role mostly works to prevent the
creation of self-sufficient business entities that could function in the future without any support from public sources.” The
author's dissertation (Possibilities of Diversification of Agricultural Enterprises in the LFA of the Bohemian Forest) also
focuses on this issue isadvantaged areas. In the work, the author also addressed the process of designing a multifunctional
management system, specified individual business activities in terms of their effectiveness on the economic results of
agricultural businesses. She deals with the definition of production and non-production functions in the rural landscape
and at the same time. she discusses the issue of objective setting of the financial instruments for the enterprises operating
in naturally disadvantaged areas. In her work, the author also addresses the process of designing a multifunctional
management system, specified business activities in terms of their effectiveness on the economic results of the agricultural
enterprises. The thesis also includes the case studies focused on the calculation of economic efficiency of agricultural
enterprises operating in the conditions of the border region of the Bohemian Forest with and without subsidies from the
EU. The author draws similar conclusions as P&lucha. Without targeted subsidies, it is not possible to ensure the
functionality of non-productive functions in the landscape. The crucial importance of landscape managers, who are mainly
private farmers with a permanent residence in the place of their business, is confirmed. The farmers who bought land for
the purpose of allocating subsidies from the EU are not such landscape managers, with few exceptions, they rather
contribute to the degradation of the landscape. In conclusion, the author states that from the point of view of future
generations and the preservation of the rural landscape, it is necessary and essential for these generations to maintain
agricultural and non-agricultural activities in harmony. These conclusions, as reached more than 15 years ago, are
followed by the author in this publication, and in the issues presented. The new theoretical definition of rural space in the
systemic anthropo-ecological concept fully respects this.

The follow-up construction of the model of the total economic potential, and its four sub-areas (economic,
infrastructural, social and environmental) implement such principle methodically into the working experience. The
verification of the proposed methodologies on a regional scale and in more than 600 municipalities with valid and
practically usable results indicates the correctness of the procedure. At the methodological level, the publication defines
the procedure of aggregation of four sub-models into one final indicator; the calculations of four sub-models with
commenting on the outputs from the solution are presented. In the next phase of the solution, the integrated model of
economic potential is supposed to be verified at the regional level.

In terms of the importance of the relations between the financial health of the enterprises in the area and the structural
representation of the pillars, such relationship is clearly demonstrated. The performed analysis revealed a strong relation
between the financial health of the enterprises and the environmental parameters of the area where the enterprises work.

It is proved that the enterprises show better economic results in areas where the environmental aspect is emphasized,
and the surroundings are not severely degraded. The data (Figure 4) also show that the degrading trend might be caused
both by pumping over the natural potential of the territory and by not using it, and both of these extreme limits have a
devastating effect on the economic potential of the territory. It can therefore be concluded that if this dependence was
confirmed in other regions as well, this would be an important finding in the context of a new direction of regional policy
and more effective targeting of financial and non-financial instruments.

In fact, a comprehensive review of the literature shows that that the research with a similar focus has been carried out
yet neither in the Czech Republic nor abroad. On the one hand, this naturally limits the possibility of comparison with the
outputs of other research organizations, but at the same time the solution contains a charge of new scientific knowledge
and new research findings.
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