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LIST OF ABBREVIATIONS

CR………………………………..Czech Republic
CSSA………. …………………...Czech Social Security Administration
CZ-NACE………………………..Classification of Economic Activities
CZK……………………………...Czech Crowns 
CZSO …………………………....Czech Statistical Office
EC………………………………..European Commission
ESSPROS………………………..European System of integrated Social Protection Statistics
EU………………………………..European Union
GDP……………………………...Gross Domestic Product  
LAU……………………………...Local Administrative Units
MoLSA ………………………….Ministry of Labour and Social Affairs
MS……………………………….Member States of European Union
NUTS…………………………….Nomenclature of Territorial Units for Statistics
PAYGO………………………… .Pay-as-you-go - ongoing funding of the pension systemë



6



7

1. Introduction

The Czech Republic, as an independent state, was established on January 1, 1993 by a split
of the former Czech and Slovak Federal Republic. With an area of 78 866 sq. km, population
of 10,5 mil. and population density of 133 inhabitants per sq. km, it could be classed as a small Cent-
ral European state. The area of the state is administratively structured into 76 territorial entities
- (LAU 1 - districts with approximately 120 thous. inhabitants on average) and the capital Prague
(NUTS 3 and LAU 1 at the same time) with 1 247 mil. inhabitants at the end of  2012. Concerning ter-
ritorial performance of state administration the district offices were abolished in 2003, function of state
administration, which these authorities had exercised until that time, passed largely on municipal
and regional offices. The local government is performed on the level of individual municipalities
(ca 6,3 thous. municipalities) and from January 1, 2000 also on the level of 14 regions (it corresponds
with the classification NUTS 3) that represent higher self-government units. They were gradually invol-
ved in some functions formerly provided at the level of district offices or ministries.

The economic and social tranformation proceeding after 1989 had an impact on certain demographic
characteristics of the population. The most significant aspects are postponement of a family establish-
ment and birth of children. Number of born children had dropped constantly. Since 1993 the natural
population increment has turned into a decrement. Since 2006 number of live-born children has excee-
ded number of deaths. In 2012 there were 108,6 thous. of live births and 108,2 thous. of deaths.
In December 31, 2012 number of inhabitants in Czech Republic made up 10 516 thous. 

Growth of GDP in constant prices detected decrease by 0,9 % (in current prices there was increase
by 0,6 %) in Czech Republic in 2012. Economy was affected mainly by persisting debt crisis in Euro-
zone. Income situation of households has been worsened (real current incomes have decreased), tensi-
on on labour market has been intensified, investment activity has remained weak due to reduction
of governmental investment and due to caution of companies and households. In 2012 inflation rate rea-
ched 3,3 % (particularly for reason of increase of lower rate of value added tax since January 2012
and deregulation in housing) and contributed to slow-down of consumer´s demand. After slight decre-
ase of final consumption in 2011 its slump deepened to 2,8 % in 2012 substantially due to household
sector than government. Internal demand was also restrained by approved measures to consolidate pub-
lic budgets and by fear of households of further economic development.  

From the point of view of unemployment development the situation in 2012 was not as favourable
as in previous year. There was ongoing annual decrease of unemployment in 1st half-year, however its
rate slowed down. In June 2012 unemployment rate was the same as a year before - 8,1 %. Starting
2nd half-year there was evident change of trend influenced by continuing economic recession. Unem-
ployment started to increase up to 9,4 % in December 2012 (i.e. annually by 0,8 percentage point). Ave-
rage unemployment rate in 2012 remained the same as in 2011 (8,6 %) due to lower values in 1st half-year.
Average number of job seekers made up 504,4 thous. in 2012 (i.e. less by 3,4 thous. annually)
and 543,3 thous. at the end of 2012 (contrarily by 36,9 thous. more). 
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2. Pension Insurance

Pension system of CR is based on basic mandatory pension insurance according to the Act
No. 155/1955 Coll., Pension Insurance Act (first pillar), starting 2013 on voluntary pension savings
according to the Act No. 426/2011 Coll. (second pillar) and on supplementary pension savings accor-
ding to the Act No. 427/2011 Coll., which has substituted supplementary pension insurance with state
contribution according to the Act No. 42/1994 Coll. (third pillar).

The system of basic pension insurance is based on mandatory involvement and on a running basis
(pay-as-you-go = PAYGO). The scheme is universal and secures all economically active persons; its fun-
ding is based on solidarity amongst generations. The regulation is unified for all insured persons except
some administrative and organizational variations in cases when bodies of social security of departments
of defense, interior and justice are responsible for decision-making. 

The following pension benefits are provided under pension insurance: old-age pension, disability
pension, widow's pension, widower's pension and orphan's pension. A pension is composed of two ele-
ments: a basic amount (stipulated by universal fix amount identical for all pensioners) and the percen-
tage-base assessment based on the insured period and earnings achieved. Czech Social Security Admi-
nistration takes a decision on claim, amount and payment of pension benefits except cases when rele-
vant authorities of social welfare of Ministry of Defence, Ministry of Interior and Ministry of Justice are
appropriate for these issues. 

After passage of Pension Insurance Act in 1995 number of legislative changes has been adopted.
For example adjustments effective since 2004, when increase in the retirement age after 2007 has been
approved. Furthermore, early retirement was limited by cancellation of temporarily reduced pension
(except for disability pensioners), crediting of studies for the purposes of pension insurance has been
reduced as well as cancelling the condition enabling entitlement to the payment of old-age pensions con-
currently with income from gainful activities. Rate of premium for pension insurance was increased
by two percentage points (from 26% to 28% of the assessment base) and at the same time the rate
of contribution to the state employment policy decreased by two percentage points (from 3,6% to 1,6%
of the assessment base). Gradual increase in the minimum assessment base for setting premiums for the
self-employed in 2004-2006 has been also adopted.

In 2006 there were changes in the partial disability pensions and widow's pensions paid in concur-
rence with another pension. Payment of partial disability pensions, which had not been paid or reduced
due to income from gainful activities, has been paid in full amount since February 2006. Amount
of widow pension for widows who became entitled to this pension before 1 January 1996 (and their
widow pension was limited due to exceeding of stipulated amount) has been adjusted since July 2006.
With regard to adoption of the Act No. 108/2006 Coll., On Social Services, which introduced
a new benefit - care allowance, increase of pension for helplessness has been abolished since 2007.

The legal regulation adopted in 2008 (the Act No. 306/2008 Coll.), which has become effective
in principle since January 1, 2010, implemented the first phase of pension reform with intention
to improve financial sustainability and long-term stability of basic pension insurance. The most signifi-
cant changes include:

- gradual extension of the insurance period required for entitlement to old-age pension from 25 years
to 35 years including non-contributory periods of insurance or to 30 years without non-contributory
periods of insurance,

- gradual limitation on crediting of non-contributory insurance periods also for entitlement
to the old-age pension to 80% except period of personal care for a child under age of 4 years
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or for a person dependent on care of other person or due to former basic military service,
- uninterrupted continuation in gradual increases in the retirement age to 65 years for men and women

who have not brought up any child or one child and to 62 - 64 years for women (by the number
of the brought up children), if they have brought up at least two children,

- gradual extension of the period for the early retirement from three to five years,
- cancellation of condition for entitlement to old-age pension in addition to income from gainful

employment, which consisted in negotiation the employment relationship for a maximum peri-
od of one year,

- increase of percentage amount of old-age pension for the period of employment after becoming
entitled to old-age pension from the concurrent receipt of this pension,

- the change of a full disability pension to old-age pension in the same amount at the age of 65  years,
- unification of the existing fixed age limit for the "permanent" entitlement of women to men and

to a widower's pension at the age of 4 years below the retirement age for men the same birth date,
- new definition of disability (introduction of three-degree) with "permanent" protection of existing

amounts of partial disability pensions in case of change from II. degree of disability to I. degree,
- unification of the age limit, to which the so-called imputed amount of time for the percentage

amount of disability pension for men and women (for men and women of retirement age set
for women of the same birth date, which did not bring up any child),

- cancellation of the duration of studies acquired in the period after the Act was enacted
as non-con tributory period, except for assessment of entitlement to disability pensions,

- increase of reduction of the percentage-based assessment in case of early retirement from 0,9%
to 1,5% of calculation base (from the 721st calendar days for every - as well as initiated - 90 calen-
dar days).

Change of the Pension Insurance Act adopted in 2011 (the Act No. 220/2011 Coll.) reacted
to the relevant judgment of the Constitutional Court, that legislation of determining the calculation
base (from which the percentage-based assessment of pensions is calculated, along with the determi-
nation of the reduction limits) does not ensure (with other parameters of pension system construction)
constitutionally guaranteed right to adequate material security and induce unacceptable inequalities
between different groups of persons insured. Judgment of the Constitutional Court made possible
to adjust reduction limits and to adopt another measures for increasing the principle of equivalence
(merit) in basic pension system generally. The amendment of the Pension Insurance Act therefore inc-
ludes other measures that improve financial sustainability of the basic pension insurance. 

Among the most significant changes belongs:
- determination of the basic amount of pension, basic amount of pensions is always set as 9%

of the average wage,
- determination of the amount of reduction limits and credit of amounts of the personal assessment

base for determination of the calculation base. The Act clearly regulates rules for deter-
mination of reduction limits - in relation to the average wage -  depending on the amount of reduc-
tion limits of the percentage for determining the amounts to be credited to level of calculation base
from the per sonal assessment base.  This change will be implemented gradually over a five-year tran-
sition period,

- continuation of gradual extension of reference period for determination of the personal assessment
base from the current target state of 30 years to lifelong period with the fact that incomes before
1986 are not taken into account. In many cases the reference period shall include period
of the systematic preparation for future careers in form of study, when insured persons usually
do not reach any income. When calculating the pension the period of study is considered as exclu-
ded period and division of real income earned in reference period will not come to pass,

- continuation of increasing of the retirement age and acceleration of unification of the retirement
ager for men and women, the full unification of the retirement age will come up in 2041. For 
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persons born in 1975 there will be single retirement age of 66 years and 8 months (this retirement
age will be increased by 2 months for every year of birth after 1975),

- slower gradation of percentage rate for reducing the amount of the percentage-based assessment
of early retirement - in case of pensions granted after December 31, 2011, the percentage-based
assess ment will be reduced for every (as well as initiated) 90 calendar days in period from 361st to 720th
days by 1,2% of calculation base (compared to current 0,9% of the assessment base),

- cancellation of a lump sum payment at termination of entitlement to widow´s, respectively
widower´s pension due to enter to new marriage for entitlements after December 31, 2011,

- reducing the period (from five to two years for entitlements after December 31, 2011) for repeated
establishment of entitlement to widow´s or widower´s pension, if conditions stipulated by law are
met again,  

- determination of way of paid pensions increase exclusively in accordance with the legal procedures
and according to statistically identified growth of consumer price index and one-third of real wage
growth. 

Under Pension Insurance Act, paid out pensions are as of 2003 increased regularly in January
of each year, whereas the minimum prescribed increase provided for under law reflects a 100% growth
in prices and a 1/3 growth in real wages. Since 2008 (the Act No. 178/2008 Coll.) the Act has newly
provided for the condition for raising the pensions in an extraordinary term already if prices increase
by at least 5% (previously, this provision applied only if prices increased by at least 10%). At the same
time, the Act stipulated that in 2008 pensions would be increased, apart from the regular term, from
the pension benefit payment due in August 2008. It means pension benefits were increased two times
in 2008. To raise pensions since January 2010 (in regular term) minimal increase stipulated according
to law made up 0,9% - condition of 2% for compulsory valorization was not met - and the Government
decided (with regard to its economic measures) not to raise pensions since January 2010. Pensions paid
were increased since January 2011. By the Act No. 314/2012 Coll., temporary reduction of valorizati-
on for 2013 - 2015 was passed to decrease the growth of expenditure on pensions (increase of pensi-
ons was set according one third of the growth of prices and one third of the growth of real wage).

Voluntary pension schemes (second and third pillar) are regulated as individual savings systems
in private pension companies based on capital funding.

Participants of voluntary pension savings system pay contribution to private pension company,
which is 5% of the assessment base for contribution on pension insurance. At the same time contribu-
tion rate on basic pension insurance is reduced by 3% of the assessment base. The percentage amount
of old-age pension amounts to 1,2% of the calculation base for each whole year of that part of the insu-
rance period credited to the beneficiary.

Participants of supplementary pension savings (originally as supplementary pension insurance with
state contribution) may receive state contribution depending on amount of participant contribution.
Their entitlements from basic pension insurance system are not involved due to their participation.
Amount of payments from this system have insignificant share in receipts of pensioners so far.
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Table No. 2.1

Development of Number of paid out Pensions
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Table No. 2.5
Expenditures on Pensions in Relation to GDP
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Table No. 2.6

Relation between the Average Old-age Pension and the Average Wage
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Table No. 2.7

Review of Increases to Paid out to Beneficiaries
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3. Sickness Insurance    

The sickness insurance system is intended for people in remunerative work, for whom it provides
security through financial sickness insurance benefits in cases temporary inability to work due to an ill-
ness, injury or quarantine, caring for a family member, pregnancy and maternity or caring for a child.

Since January 1, 2009, sickness insurance has been regulated through the Act No. 187/2006 Coll.,
on Sickness Insurance, as amended. This Act represents a comprehensive unification of sickness insu-
rance legislation for employees, self-employed people and groups of persons, whose participation
in the sickness insurance was regulated by specific legislation. Sickness insurance is administered
by district Social Security Administration for all insured persons (except members of armed forces,
persons in custody and sentenced persons). 

Contrary of self-employed people, whose participation in sickness insurance remains voluntary,
employees participate on compulsory basis. An employee is subject to sickness insurance if he/she ful-
fils three basic conditions stipulated by the Sickness Insurance Act: the performance of work
in the Czech Republic, the scope of work specified by minimum number of days (the employment las-
ted or should have lasted at least 15 calendar days) and the minimum arranged income (so-called deci-
sive income, the boundary of which was set at 2 000 CZK, and which is raised according to the deve-
lopment of the average wage - for 2011 this boundary made up 2 000 CZK, for 2012 the amount
of 2 500 CZK).

There are four types of benefits in the Czech Republic: sickness benefit, care benefit, maternity
benefit and maternity compensation benefit. The amount of these benefits is calculated from the emplo-
yee's income level in the decisive period (normally a period of 12 calendar months before calendar
month in which the social event occurred). The calculation of the benefit is consequently based on daily
average of these incomes (so-called daily assessment base), which is subject for further reduction.

New Act on Sickness Insurance has increased involvement of employers to their employee´s inca-
pacity for work in the connection with the provision of salary compensation to an employee in the star-
ting period of temporary incapacity for work or quarantine. In 2009 and 2010, the sick employees were
entitled to sickness benefit only from the 15th calendar day of temporary incapacity for work or qua-
rantine (supported period lasts for a maximum of 380 calendar days beginning from the origin of tem-
porary incapacity for work or order of quarantine, unless otherwise provided). Due to legal change
effective in 2011 (in connection with economic measures) sickness benefit belongs from 22nd calen-
dar day of temporary incapacity for work. In the period 2009 - 2010, during the first 14 calendar days
an employee, whose employment relationship with an obligation for participation in sickness insuran-
ce remained effective, received salary compensation from the employer. From 2011, the employer pays
the salary compensation for the first 3 weeks of temporary incapacity for work. The salary compensa-
tion is granted for working days - from the 4th working day of temporary incapacity for work or from
the 1st working day in case of quarantine.

The obligation of employers to pay salary compensation to employees was compensated
on the other side by reduction of sickness insurance premium rate (from previous 3.3 % to 2.3 %).
Furthermore, in period of 2009 - 2010 employers were refunded by half of the salary compensation
paid to their employees in the form of a deduction from the paid premium.
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Table No. 3.2

Development of the Average Daily Sickness Benefits, 
Average Daily Wage and their Ratio
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4. State Social Support

The system of State Social Support (regulated by the Act No. 117/1995 Coll., on the State Social
Support, as amended) guarantees direct assistance especially for families with dependent children
in specific social situations when this family cannot resolve these situations with their own forces
and financial means. These situations include for example insufficient income, care for a new-born
or small child, care for handicapped child, incompleteness of family etc. The system also financially
contributes to families and individuals with low incomes to cover costs on housing.

Persons - Czech citizens and foreigners - have a right to benefits if they and the family/household
members assessed jointly with them are registered as permanently resident in the Czech Republic
and have their residence here. For non-EU foreign nationals, the registration as permanently resident
in the Czech Republic is considered to be the period once 365 days have passed since the date
they registered to stay in the Czech Republic. The Act on State Social Support stipulates other persons
eligible for state social support benefits, if they have their residence in the Czech Republic. In the range
of persons covered, there are also EU nationals who are subject of directly applicable legislation
of the EU.

When entitlement for a benefit is assessed, property of family is not tested. Only family income was
subject of testing in case of following benefits in 2012: child allowance, housing allowance and birth
grant. Parental allowance, foster care benefits and funeral grant were provided without regard to fami-
ly income. Income decisive for entitlement to state social support benefits includes, in particular, inco-
me from employment-related activity, income from entrepreneurship or other self-employment activi-
ty, sickness and pension scheme benefits, unemployment benefit, including similar income from abro-
ad. Benefits are not subject of taxation.

The basis for determination of family income level when the entitlement to an income-tested bene-
fit is assessed (as well as the amount of a benefit) is the living minimum. The living minimum repre-
sents the socially accepted minimum level of cash income that guarantees nutrition and other basic per-
sonal needs.

Applications for state social support benefits are handled by Labour Office of Czech Republic - regi-
onal branches and the branch for capital Prague, respectively their contact points according to perma-
nent residence of the person entitled to the benefit.

In connection with stabilisation of public budgets, there were significant amendments of construc-
tion of most State Social Support benefits. Other legal changes came into force starting 2011 with
regard to need of economic measures in authority of MoLSA: the term for election of variation of draw-
dawn was shortened by parental allowance (by 4 years draw-down the lower amount of benefit was
provided since 10th month - instead of original 22nd month - of child´s age), entitlement to allowance
was restricted only to families with a handicapped member and birth grant was newly paid on first-born
child if family income in the calendar quarter prior to the birth does not exceed 2.4 times the family's
living minimum.

Another significant changes in system of State Social Support benefits came into force in 2012
under the Social reform: social allowance was cancelled and entitlement to parental allowance has been
newly regulated (parents may flexibly elect period of its drawing and its amount according to social
situation of family; parental allowance is provided until the total amount of 220 thous. CZK is drawn,
maximally up to 4 years of child's age; choice of the amount of parental allowance can be changed once
in 3 month).  

Mainly due to above mentioned legislative changes there was another annual decrease of expendi-
tures on state social support benefits (by 0.5 mld. CZK to 35.5 mld. CZK). This level of total expen-
ditures was in contrast with the situation in 2007, when - especially due to more than twofold annual
increase of expenditures on parental benefit (in 2007 set at 40% of average month wage in non-com-
mercial sphere) - total expenditures on State Social Support benefits made up 48.5 mld. CZK.
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5. Non-insurance Benefit Systems 

Administration of non-insurance benefit systems, which includes benefits of assistance in material
need, benefits for people with disabilities and care allowance, had been ensured (except state social
support) by the relevant municipal authorities to the end of 2011. In the context of social reform these
systems were transferred to Labour Office of the CR as of January 1, 2012.

Starting January 1, 2007, the Act No. 111/2006 Coll., on Assistance in Material Need, as amended,
came into effect. It has regulated conditions for providing assistance when ensuring basic living requ-
irements (situations connected with insufficient level of nutrition, housing and extraordinary events).
Material need is the state when a person or a family does not have enough income and their overall
social and property relations prevent them form enjoying what society accepts to be basic living requ-
irements. At the same time, these persons are objectively unable to increase their income (through one's
own work, through application of entitlements and claims or through the sale or other disposal of one's
own assets), thereby improving their situation through their own actions. The main purpose of the sys-
tem of assistance in material needs is motivation to active effort to secure resources to meet basic living
requirements and to prevent social exclusion. 

Under the system of material need there are following benefits:
1. Allowance for Living - this benefit covers cases of material need that tackles the insufficient income
of a person or family. Beneficiaries are entitled to an allowance for living if the income of these per-
sons or families is less than the amount of living subsistence when reasonable housing costs have been
deducted. The amount of living is established on a case-by-case basis based on an evaluation of the per-
son's income, efforts and opportunities. 
2. Supplement of housing - tackles cases where the income of a person or family, including the entitle-
ment to a housing allowance from the system of state social support, is insufficient to cover justified
housing costs.
3. Extraordinary immediate assistance - is provided to persons (with low income) who find themsel-
ves in situations that have to be resolved immediately: suffer from a serious threat to health, serious
extraordinary event (a natural disaster, ecological disaster, etc.), risk of social exclusion (for example,
homecoming from prison or facility), lack of resources to cover one-off expenditure or to acquire
or repair basic furniture or durables, and to cover justified costs relating to the education or special
interests of dependent children.  

The Act No. 108/2006 Coll., Social Services Act (effective since January 1, 2007) introduced essen-
tial innovation in the area of social benefits - care allowance. The care allowance shall be provided
to persons dependent on another physical person's assistance for the purposes of arranging for neces-
sary assistance. A person can reimburse (within this allowance) professional social service or cover
costs on securing assistance within its family. 

Social assistance benefits for people with disabilities tackles unfavorable level of living of these per-
sons by providing means for their need related to housing, transport and provision of special compen-
satory aids. Until the end of 2011, social assistance benefits for severely handicapped people had been
provided in accordance with Decree of Ministry of Labour and Social Affairs No. 182/1991 Coll.,
through which are applied the Act on Social Welfare and the Act on the Operation of Bodies of the
Czech Republic in Social Welfare, as amended. Since 2012 this area has been regulated by the Act
No. 329/2011 Coll., on Provision of benefits to People with Disabilities and on Amendment to Rela-
ted Acts. Through this act former broad number of types of benefits has been substituted by mobility
allowance (periodic benefit for people who are not able to manage basic living needs in the area
of mobility or orientation and these ones are periodically transported or transport themselves in calen-
dar month) and allowance to special aid (one-off benefit for acquisition of a special aid to people with
disabilities for self-care or realization of employment, preparation for further employment, acquiring
of information, education or for contact with surroundings).
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Table No. 5.1

Benefits of Assistance in Material Need and Care Allowance
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Table No. 5.2

Development of Expenditures on Benefits for People with Disabilities
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6. Social Services

Main importance of social services is to mediate assistance in the care of one's own person, provi-
ding meals, accommodation, assistance in running a household, care and assistance with bringing up
a child, counselling, mediation of contact with social environments, psychotherapy and social therapy
and assistance in assuring one's rights and interests. From the point of view of social services users
it covers mainly development, or at least maintenance, of the existing self-sufficiency, return into use-
r's own home environment, renewal or maintenance of original lifestyle, development of user's abiliti-
es and opportunity for leading an independent life and limitation of social and health risks associated
with the users' lifestyle.

The Act No. 108/2006 Coll., Social Services Act, as amended (effective since January 1, 2007),
has brought significant changes in the system of social services. This Act aims to secure assistance
to people in unfavourable social situation through newly defined spectrum of social services. The assi-
stance is intended as activities necessary for social inclusion and for dignified living conditions appro-
priate with level of society development. Provision of assistance is based on:
· availability - with respect to type of assistance, regional availability, access to information

and economic availability,
· efficiency - social service has to be convenient for needs of human not for the system needs,
· quality - way and scope of provision of social service correspond to current knowledge and capacity

of society,
· safety - provision shall not limit rights and interests of persons,
· economy - public and private expenditures on assistance provision shall maximally cover objective

scope of needs.

Persons in unfavorable social situation that require assistance to be self-sufficient are entitled
to individual benefit - care allowance (for more see the previous chapter). Its amount corresponds
to scope of needs. Care allowances are provided to all entitled persons without regard to form the ser-
vice is provided (either through natural sources, especially family or through social service providers). 

The Act also regulated significant innovation concerning an authorization for social services provi-
sion. The introduction of the register of social services providers (http://iregistr.mpsv.cz) is basic pre-
condition for obtaining an overview on scope and character of social services net. Registration of soci-
al service providers represents important prerequisite for provision of social service and for subsidi-
zing of financial means from public budgets.

On the basis of the Act, the conditions for "safe, quality and effective" provision of social services
have been stipulated with an objective to secure protection of persons with reduced capability to assu-
re their rights and interests. These conditions form series of obligations for social services providers
and the system of control. Beside the standard control procedure, there is also the system of supervisi-
on on quality of social services (introduced by the Act) through inspection of quality of social services
based on expert assessment of conditions and procedures of the social services providing. The Act
launched conditions of professional skills for performing a profession of social workers.

Henceforth, the state regulates conditions for provision of social services, but does not provide these
services except 5 facilities under administration of the MoLSA. The position of the state as a former
majority social services provider terminated alongside with abolition of district offices. The state sup-
ports regional and local self-administration to assess set of needs of its population for formation of ava-
ilable net of social services.  
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Table No. 6.3

Costs on Residential Social Services and Incomes from Residents´ Contributions
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Table No. 6.4

Home Care Service
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7. Incomes of Households

The most significant part of current household incomes, as evident from quantity indicators
of the national accounts statistics (CZSO), represents compensations paid to employees, especially
wages and salaries (basic wages and salaries, bonus and remunerations, compensation money, natural
wages not included in basic wage like for example the value of products and services offered to emplo-
yees free or with discount, the value of uniforms and meal tickets, contributions on holiday, culture,
sport etc.). The ratio of wages and salaries (in this conception) on compensation of employees has stag-
nated during last 10 years (level of 76%), their rate to current household incomes has fluctuated from
38% to 41% in this period.

Current household incomes made up 3 087,6 mld. CZK in 2012. Compared to 2011, they had inc-
reased nominally by 1,2% (by 36.7 mld. CZK) and declined really by 2,0%. The next items included
in the current household incomes represent social benefits and mixed pension (ratio of nearly 20%),
pensions from property and so-called other current transfers (compensations from non-life insurance,
wins from bets, lotteries etc.) with ca 5% ratio.

The average monthly gross wage is another indicator for evaluation of development of household
living situation. This indicator is based on ratio of wages excl. other personal costs related to one
employee of registered number per month (before reduction by premiums on general health insurance
and social security, payments of income tax and other statutory deductions eventually). In last 12 years
the annual dynamics of this wage has fluctuated in interval from 2,2% to 8,8%, in real expression
(i.e. reduced by growth of consumer prices) from -0,6% to +6,1%. 

Average monthly nominal wage (per number of employees - full-time equivalent) in the national
economy made up 25 112 CZK in 2012 with annual growth by 2,7% (by 657 CZK) - in 2011 it had
annually increased by 2,5% (by 591 CZK). In the business sphere (its employees made up nearly 82%
within all reported subjects) the average monthly nominal wage amounted to 25 128 CZK after annu-
al growth by 2,8% (by 681 CZK). The average salary in non-business sector (organisations fully or par-
tially financed by state or local budgets and non-profit institutions) decreased by 2,2% (by 543 CZK)
to 25 037 CZK.

From the point of view of social transfers to households, it may be stated, that ratio of social inco-
mes in the structure of total social incomes of households reached 18,3% in 2012 and annually excee-
ded this ratio by 0,3 percentage point. Total amount of social incomes of households amounted
to 461,8 mld. CZK, it has represented growth by 2,6% (by 11,9 mld. CZK) compared to 2011.
The most significant item (80,2%) of social transfers was represented by pension insurance
benefits (370,6 mld. CZK), i.e. annual growth by 3,8% (by 13,4 mld. CZK).
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8. Basic Information on Labour Market

Concerning basic labour market indicators the average registered unemployment rate reached 8,6%
in 2012 - the same as in 2011. There was slight annual decline of average number of registered job see-
kers (504,7 thous. persons) by 3,4 thous. persons. Average number of job vacancies (39.9 thous.) inc-
reased by 3.4 thous. year-on-year. For this reason, there was decline of average number of job seekers
per 1 job vacancy from 13,9 in 2011 to 12,6 in 2012. Average number of job seekers with unemploy-
ment benefit decreased from 132,4 thous. to 104,5 thous. persons (its share in total number of job
seekers declined from 26,1% to 20,7%). 

The data for the year 2012 were more favourable than in 2011, in the second half of 2012 the labour
market situation was worsened and at the end of 2012 the rate of registered unemployment made up
9,4% (December 2011 - 8,6%). The number of job seekers rose to 545,3 thous. persons (in December
2011 - 508,5 thous. persons).

Total number of registered job seekers was largely involved by young people under 25 years of age
(share in total number of job seekers was unchanged - 18,1% - the same as of the end of 2012. Share
of people older than 50 years increased annually from 26,0% to 26,5%. To place job seekers with low
level of education has remained permanent problem. Number of the long-term unemployed (unemploy-
ed for more than 12 months) increased from 184,1 thous. (at the end of 2011) to 192,2 thous.
(as of December 31, 2012). Their share in total number of the registered unemployed decreased
from 36,2% to 35,3%.

Average monthly amount of unemployment benefit increased from 5 586 CZK in 2011
to 5 892 CZK in 2012. This amount was affected by decline of number of persons receiving lower
unemployment benefit, lower decline of number of persons with above-average unemployment bene-
fit and growing share of persons in higher categories according to the amount of benefit.

Unemployment benefit expenditures made up 8,8 mil. CZK in 2012 and decreased annually
by 1,6 mld. CZK. This was mainly due to lower number of newly registered job seekers (total
of 589,4 thous. persons in 2012, i.e. annual drop by 68,3 thous.) and by reduction of average number
of job seekers with unemployment benefit (see above).

The expenditure on Active Employment Policy from the State budget and from the European Soci-
al Fund made up 2,6 mld. CZK in 2012. Compared to 2011, these expenditures decreased
by 1,2 mld. CZK mainly due to reduction of expenditures from the European Social Fund.

Within the framework of state employment policy it was spent 3,5 mld. CZK for contribution
to employers which employed more than 50% of employees with disability (§ 78 of the Act
No. 435/2004 Coll., Employment Act) and 0,45 mld. CZK on payments of wage claims to employees
in case of employer's insolvency.

According to Labour Force Survey of CZSO, there was growth of employment in all sectors of nati-
onal economy to 4 890,1 thous. persons (i.e. annual growth by 17,6 thous. persons, i.e. by 0,4%). After
significant decline of employment in 2009 and its slight reduction in 2010, there was annual growth
in 2012 - the same as in 2011.

From the point of view of organizational policy of employment in the Czech Republic, the Act
No. 73/2011 Coll., on Labour Office of the Czech Republic and on Amendments of Related Acts, has
taken effect since April 1, 2011. Through this Act, from previous 77 labour offices, new Labour Offi-
ce of the Czech Republic (organizationally divided into General Directorate of the Labour Office
and regional branches, which establish contact points) was introduced. Labour Office performs tasks
in the areas of employment, protection of workers at the employer´s insolvency and state social sup-
port, as well as in non-insurance benefits systems from January 2012 (benefits in material need, bene-
fits for people with disabilities and care allowance, including inspection of social services).
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9. European System of integrated Social Protection Statistics (ESSPROS)

The European System of integrated Social PROtection Statistics (ESSPROS) was developed
by the Statistical Office of European communities (Eurostat) in cooperation with member states
experts in the 70´s of the last century. ESSPROS represents a significant instrument for mutual com-
parison of social protection level in the Member States. Since its introduction ESSPROS methodology
has been amended in a little scope. For implementation of ESSPROS in the Czech Republic the agre-
ement between CZSO and MoLSA on establishment of inter-departmental Working Group (led by the
MoLSA) was made in 2000. For the Czech Republic time series of ESSPROS Core system for 1995-
2011 (including qualitative database containing descriptions of social protection schemes and benefits)
and module on number of pension beneficiaries for 2000-2011 (methodically in the definitely interna-
tionally comparable form since 2006) are available so far. New Eurostat methodology for net social
protection benefits module was completed by the international Working Group, the methodology gua-
rantees data comparability. Data for the Czech Republic on this module are available for period of
2007-2010. 

ESSPROS is divided into the Core system that includes data on receipts and expenditures in the area
of social protection and modules containing additional statistical information. All financial transacti-
ons under the ESSPROS should be based on accountancy. In cases when accountancy sources are not
available, statistical and administrative sources as well as estimates can be used.

According to the ESSPROS Manual the conception of social protection is defined as all interventi-
ons from public or private bodies intended to relieve households and individuals of the burden of a defi-
ned set of risks or needs, provided that there is neither a simultaneous reciprocal, nor an individual
arrangement involved. The list of risks or needs is defined on the basis of an agreement by eight func-
tions of social protection: 

1. Sickness/Health care
2. Disability
3. Old age
4. Survivors
5. Family/Children
6. Unemployment
7. Housing
8. Social exclusion, not elsewhere classified

The Core System includes only social protection provided in the form of cash payments, , reimbur-
sements  and directly provided goods and services to protect households and individuals. Specific
information necessary to perfect monitoring of the functions of the system are then ensured in indivi-
duals modules.

The ESSPROS Core system defines and describes classification of social protection schemes.
A social protection scheme is a distinct body of rules, supported by one or more institutional units,
governing the provision of social protection benefits and their financing. Social protection schemes
should at all times meet the condition that it must be possible to draw up a separate account of receipts
and expenditures. Schemes are classified into categories according to following criterions: 
- decision-making (public and private schemes), 
- legal enforcement (compulsory and non-compulsory schemes), 
- establishments of entitlements (contributory and non-contributory schemes), 
- scope (universal, general and special schemes),
-   level of protection (basic and supplementary schemes).
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Receipts of social protection schemes in the ESSPROS Core system are classified by type (social
contributions, general government contributions, transfers from other schemes and other receipts)
and origin (institutional sector from which the payment is received). Expenditures of social protection
schemes are also classified by type or reason for which are paid out.

The ESSPROS system identifies exact reasons for which benefit under given scheme and function
is provided. It also defines social protection schemes with regard to national (member states and can-
didate countries) practices to cover all benefits with social protection dimension under above-mentio-
ned classification. This is the only way how to ensure comparable statistics among countries reflecting
their institutional differences in the system of social protection. 

Expenditures on social protection of ESSPROS Core system according to individual social protec-
tion functions in the time series (1995 - 2011) are in the Table No. 9.1. More detailed data and inter-
national comparison of social protection level in the EU member states and other European countries
according to the ESSPROS methodology are available on Eurostat web sites. The data in the Table
No. 9.2 (Total Social Protection Expenditures in relation to GDP) are drawn from recently published
data.
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Table No. 9.2
Development of Social Protection Expenditures in Relation to GDP*

in selected European Countries
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