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Abstract

Non-governmental non-profit organizations (NGOs}ha Czech Republic are currently still
developing. Some of them are mostly depended tenataublic financial support. The paper
deals with one of the type of NGOs, physical edoicadnd sport organisations which are
formed as civic associations. Financial analysisswzerformed on sample of 119 these
organisations. The financial dates from years 2@0652008 were processed. Conclusion
demonstrates degree of financial stability accogdirate of different financial resources
structure. Physical education and sport organisasi@re financed from 60 % from their own
financial resources, which are mainly generatechfrtheir economic activities and this fact
can be the main cause of their financial stabilitycase of unfavourable conditions. Public
and state financial resources support present appnately 30 % of all financial resources,
which is still important amount for their survivaind in case of lack or cut down this
resource, it will be necessary to find out some fieancial possibility. When we look on
income structure by the organisation size the whfféation is particularly obvious in the
mid-sized organisation, where a more balanced, iplalresource financial portfolio can be
observed in 85 % are covered by other than stagubtic resources, which only make up for
about 15 %.
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Introduction

Sports non-governmental organisations (NGOs) opgrat the Czech Republic (CR)
in the form of civic associations are establishedspant to Act No. 83/1998b. On the
Association of Citizens, as amended. In June 2060 associations made for more than
90 % of all NGOs in the Czech Republic. The goathe$ paper is to perform a financial
analysis of sports NGOs and asses the structuteesffinancial resources as an indicator of
organisations’ financial stability in case a finmhcresource should be limited or lost
completely. The research was conducted with thenpie of a regional association of the
Czech Sport AssociationCésky svaz desné vychovy,CSTV). Sports organisations are
mostly financed from their own resources, thankghir extensive member base and the
ownership of sporting facilities. It can be assuntledt this share might be a stabilising
element for these NGOs. On the other hand, theyalm® largely supported from public
resources, based on Act No. 115/2001 Sb. On SpSupport. At present, NGOs tend to

focus on a larger scale of financial resourcethitsalso an option for sports NGOs?

1. Sports non-governmental organisations

Sports and physical education organisations aresictly established in the Czech
Republic as civic associations, non-governmentah-profit organisations pursuant to Act
No. 83/19905h. On the Association of Citizens, as amended.

All-sports Collegium of the CR (V3esportovni kolegi CR) is a voluntary coalition
of eleven largest roof sports associations andscllftbdoes not have legal identity and
associates the Association of Sports Education riénand Sports Clubs of the CR (ATJSK),
Association of School Sports Clubs (ASSIR), Auto Club of the CR (&R), the Czech
Association Sports for All{ASPV), Czech Sokol Community (Sokol), Czech Olympi
Committee COV), Czech Shooting Federatio®'$S), Czech Sport Associatio€STV),
Czech Tourist Club (KT), Orel, Association of Sports Federations of @&ech Republic.

[1]
These parent organisations cover the activity oélkn organisations, unions and

clubs. Czech Sport Association(CSTV) currently associates 1,533,279 athletes ia®,2
sport unions and clubs. It currently has 76 disagsociations. [2]

In terms of its member bas€STV is the largest sports association in the CReOt

associations and clubs have less than 300 menjBgrs.
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1.1Historical development of sport organisations

History of sports organisations in the CR is conegavith the late 1®century. In the

years 1860 — 61, after Bach’s absolutism had fatierb activities were revived [4, p. 14]

At this time, the first Czech sport organisatiomk&, was established. The Prague
Gymnastic Union (later Prague’s Sokol) was founeeth the participation of prominent
Czech patriots in 1862. Sokol was established istatHungary in the period of political
liberalisation of the 1860’s upon the initiative®f. Miroslav TyrS and Jiniith Fugner. [5]

At that time, most clubs focused primarily on edimzal, decorating and charitable
activities. Only after 1967, when a very liberal sAsiation Act was issued, significant
development began. In 1888, the Czech Tourist Glabfounded. [4, p. 14]

Further space for free activities of various prevabluntary organisations opened after
1918. Organisations were richly structured andudedt networks of small organisations and
branches (Sokol, Orel, Skaut). This development foesbly interrupted in 1939. A similar
situation was in the 1945-48 period. [4, p. 15]

The tradition of club activities and non-profit argsations was severed at the time of
totalitarian regimes — the Fascist and the commumben free citizen initiatives were
undesirable. The year 1989 brought a fundamentaigdh in this respect. Thousands of non-
governmental organisations began to arise, aneértiee sector has experienced a number of

changes since then... [6]

Act No. 173/1990 Sb., On the Federal Assembly, imecan important milestone after
the fall of the totalitarian regime in 1989, stigtihg the cancellation of an act on a unified
sport organisation — the Czechoslovak Physical &filut Association and Association for the
Cooperation with the Army (Svazarm). This termidate legal situation when physical
education and sports competences were only endruste two monopolistic social
organisations. Pursuant to Act No. 83/1990 Sb.tl@nAssociation of Citizens, restored and
newly established physical education unions, spolibs and associations became the
succession organisations. Sports and physical &docarganisations, as non-profit
organisations, were thus divested of all tax arfteioexemptions and were governed by
generally binding laws and regulations. Until 20€1eir historical publicly beneficial work
was omitted. This position of sport and physicaleadion in the society was declared by the
new Act No. 115/2001 Sb., On Support to Sports, dhsence of which was acutely
experienced in the sphere of sports and physicadagobn for decades. [7, p. 32]
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1.2Legislation concerning civic associations and spNRGOs

The activity of sports and physical education NGi@sthe Czech Republic is
stipulated by the following laws, which govern tinegistration process, organisational
structure, financial management, organisation mamant and dissolution: Act 83/1990 Sb.
[8], On the Association of Citizens, as amended; Ko. 115/2001 Sb. [9], On Support to
Sports, Act No. 586/1992 Sb. [10], On Income Taxasamended, Act No. 563/1991 Sb.
[11], On Accounting, as amended, and a relatedd@elio. 504/2002 Sb. [12].

2. Material and methodology

With respect to the large number of sports NGOshan Czech Republic, a district
association of the Czech Sport AssociatiG®TV) was selected for the research. It is the
CSTV district association in Novy &, joining 119 physical education unions, clubsi an
other sports organisations. This district assammatvas a representative for the CR in this
research, and results were generalised for theee@GR. It can be assumed that the financial
structure of other sports NGOs withiiSTV will be similar. Because of the sensitiveneks o
economic and financial data only provided for theepgose of this research, it is not specified

which particular clubs or divisions the data concer

2.1Financial analysis of the income structure in 20032008

The financial analysis was conducted with respecthe income development and
structure in the years 2005 to 2008. The basiagoagemonitored was all unions and clubs.
The financial analysis of organisations’ incomeusture is demonstrated based on eight

monitored income sources of all 119 unions andschlgscribed below.

- State contributions are allocated toCSTV upon the decision of the Ministry of
Education, Youth and Sports (hereinafter MSMT) adtw to defined keys to roof
sports organisations, including al§STV. It means thaCSTV is responsible for the
administrative agenda and accounting of yearly igigss it obtains, like other roof
organisations (e.g. the Czech Sokol Community, Gyeto Club of the Czech Republic,
etc.) from the MSMT.

- Contributions from CSTV’s own resourcesare contributions that the Association
manages every year. District associations allottegen to individual unions and clubs,
based on clues which have the same structure as fbpallocating state funds @STV.

These resources can be summarised into five indtenes. These are a) earnings of
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Sazka a.s., in whickSTV is a shareholder, b) dividends from joint st@dmpanies
running ski resorts in the KrkonoSe Mountains amel ©lympia Publishing House, in
which CSTV is also a shareholder, c) interest from @8TV’s reserve fund, d) income
from savings in th€ STV budget, and e) state subsidies for the devetopmf physical
education and sports from the Ministry of Finaneietive from 2008).

— Operational subsidies from municipalities and regias are in the competence of
municipal and regional councils or boards. The ®lybsecipient is required to make
a financial settlement with the provider.

— State operational subsidyis either a subsidy or a contribution. Subsidies iatended
for the maintenance and operation of sporting ifeesl in compliance with the
programme VIII declared by the MSMT.

— Donation is a free acquisition of assets of monetary, dsagenon-monetary nature. The
donor does not expect any consideration for hisaton, and the recipient does not
provide any.

— Membership feesare a sign of belonging and membership in the #ssmc. Their
amount and method of collection are defined indtieles of association.

— Sponsorshipcan be seen as an ancillary economic activithefassociation, because it
is based on the reciprocal service principle. Tp@nsor provides a financial amount or
material items for which he purchases a serviceh @s advertising, which helps him
achieve his marketing goals.

— Revenues from the sale of assets, products, goodslaservicesare another possible
economic activity of the association. These mightfor example, revenues from the sale
or leasing of assets, revenues from the operatfogports facilities or from various

sporting events organised by the club.

2.2Analysis of income structure by the organisatiorzsiin terms of its membership

A classification has been made based on the mehipeo$ 119 associations. The
member base was divided into three groups, a simallp to 150 members, a mid-sized up to
500 members and a large one over 500 membersder tw capture any differences in the
financial structure depending on the member base 3ihis survey was only conducted for

2008, based on average amounts of their incomennatich group.

233



2.3Analysis in terms of own and outside sources ofonte

Non-profit organisations divested of all tax antiestrelieves after 1989 have been
governed by generally binding laws and regulatisinse then. A need arose to gain financial
resources for their publicly beneficial activitid=or this purpose, financial resources can be

divided into own and outside resources.

Own financial resources

Own financial resources can be accumulated by thanisation from its activities.
First of all, these are membership fees and ressuacquired within the main activity if it is
stated in the charter or constitution of the orgation. Furthermore, they include finances
obtained from economic activities. Economic (amacyll supplementary) activity may include
a wide range of activities, such as investing, propleasing, as well as a business activity
based on a trade licence. It also includes spohigore/hich are resources acquired by the

organisation usually in exchange for advertising.

Outside financial resources

Outside financial resources include resources cgrirom the outside, for which the
providing entity does not obtain any consideratibmese may include private resources, such
as donations from individuals and legal entities, amntributions from foundations,
endowment funds and similar organisations. Anotiteup are public and state resources or

“European” resources from the EU Structural Fundstioer funds.

3. Structure of financing of sports NGOs

The CSTV district association in Novy&ln only takes advantage of a limited number
of financial resources, which remained almost unged over the last four years. It uses state
contributions, municipal and regional subsidiesprgorship, revenues from economic
activity, donations and membership fees. The aa8onidoes not use any contributions from
foundations, endowment funds and similar orgarosati It also does not use any money from

the EU structural funds.

3.1Financial income structure and development in 20622008

The structure of financial income from 2005 to 2@®#&ore or less constant, it did not
change significantly (table 1). The total amountimfome shows a rising tendency that,

however, considerably decreased in 2008. This liscpéarly obvious in the drop of public
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resources, whether they are state resources (fréh3 Bnillion CZK to 0.496 thousand CZK)
or resources from public budgets of municipalitesl regions (from 37.746 million CZK to
32.571 million CZK), which were forced to limit tinesubsidies and budget compared to
previous years due to worse economic results irv 28ponsorship has a rather downward

trend in the long term.

Table 1 Income structure in 2005 — 2008

Kind of income Income (in mil.CZK)
2005 2006 2007 2008
State contributions are allocatedi8TV 4.154 3.266 7.459 5.953
Contributions fronCSTV’s own resources 7.539 7.204 5.737 7.658
Operational subsidies from municipalities and ragio 35.339 34.399 37.74 32.571
State operational subsidy 0.156 2.589 5.413 0.496
Donations 9.511 7.051 7.293 6.832
Membership fees 5.761 5.991 7.667| 6.328
Sponsorship 7.913 7.768 5.852 5.896)
Revenues from the economic activity 52.84856.801] 48.921] 49.512
Total 123.323 125.064 126.089 115.244

Figures 1 — 4 show the proportion of different sesrof income over the last four
years. The organisations use the same financialress in the same proportion every year.
Municipal and regional subsidies have the largkates every year, which together with state
contributions make up for approximately 40 % of tb&l income. Revenues from economic
activities represent from 39 % to 45 % of financedources in the considered period. State
subsidies became a problematic source of incomendnaecreased in 2008 and not expected

to rise in the upcoming years.

Figure 1 The proportion of different sources of inome in 2005

The proportion of different sources of income in 2005
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Figure 2 The proportion of different sources of inome in 2006

The proportion of different sources of income in 2006
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Figure 3 The proportion of different sources of inome in 2007

The proportion of different sources of income in 2007
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Figure 4 The proportion of different sources of inome in 2008

The proportion of different sources of income in 2008
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3.2Income structure by the organisation size in termiits membership

Organisations were divided by the size of their ership: up to 150 members —
a small organisation, 150 — 500 members — a migdsarganisation, and more than 500
members — a large organisation. Analysis of thenme structure in 2008 (figure 5 — 7) shows
that shares of the different sources of incomenateas homogenous as might appear based
on the previous analysis, which clearly pointedltmble-track financing oriented mostly at
public and state financial resources and resoufo@® own economic activity. The
differentiation is particularly obvious in the mgized organisation (figure 6), where a more
balanced, multiple-resource financial portfolio che observed. A crucial proportion of
financial income important for the organisationtakslity is in 85 % covered by other than
state or public resources, which only make up twoud 15 %. This smaller proportion of
subsidies may be caused by a strong competitiorghwhay have a positive impact on the
organisation’s orientation toward finding other smms of income. The mid-sized organisation
has a 15% proportion of financial resources pravide the form of donations. This
phenomenon is also obvious in the small organisatio which this proportion is 7 %. We
can say that small and mid-sized organisationsrame successful at working with individual

donors, because the proportion of donations igfggnt.

Figure 5 The proportion of different sources of inome in small organisation in 2008

Income structure in small organisation
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Figure 6 The proportion of different sources of inome in mid-sized organisation in 2008

Income structure in mid-sized organisation
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Figure 7 The proportion of different sources of inome in large organisation in 2008

Income structure in large organisation
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3.3The proportion of own and outside sources of income

In the entire monitored period, own sources of meoclearly prevail over outside
sources (figure 8), which is important for the ongation’s stability. It shows that the
organisations’ activity is partially secured frots own resources. They are able to cover most
financial needs through their economic activitydahcan be assumed that even without
outside resources, they can function with sometditimns and completely replace these
resources over time, either from outside resoutlat they have not used so far, such as

foundations’ contributions, or from their own ecamo activity.
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Figure 8 The proportion of own and outside sourcesf income in 2005 - 2008

The proportion of own and outside sources of income in 2005 - 2008

90
80 1 73.561
70 -
60 -
50 A
40 +
30 A
20 A
10 A
0

77.764
68.177 68.887

57.911
49.762 47.304 46.359

O Own sources

In mil. CZK

@ Outside sources

2005 2006 2007 2008

Year

4. Conclusion

The financial analysis of sports and physical etlanaorganisations was conducted
on the example of th€éSTV District Association in Novy din. The development of financial
income structure did not change significantly betw2005 and 2008. Proportions of different
sources of income were, with slight variationssiatilar levels. The most important sources
of financing include revenues from economic adggitand operational subsidies from
municipalities and regions. Other incomes are amiably lower. State subsidies have
become a problematic source of income, having dseckin 2008 and not expected to rise in

the upcoming years.

The structure of financing by membership offerdgraaresting finding that mid-sized
sports organisations have a lower share of incamen fthe communal sphere, while the
proportion of donations is significant, making wg 15.04 %, which might indicate better

communication with individual donors and make thaore stabile.

The analysis of the development of own and outsmlérces of income shows that
sports and physical education organisations are tbkover most financial needs through
their economic activity and that they can functwith some limitations even without outside
resources. Own sources of income therefore have#ie share in financing. This fact might
support the claim that sports organisations amfa certain perspective, financially secured
and stable and in case of absence of some pub$tate financial resources, they would be
able to replace this resource.
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