BASIC INDICATORS OF LABOUR
AND SOCIAL PROTECTION
IN THE CZECH REPUBLIC

TIME SERIES AND GRAPHS

2007

Prague 2008

MPSV_Sbornik_vnitrek_AJ.indd 1 @ 11.12.2008 17:05:04 ‘



© Ministry of Labour and Social Affaires, 2008
ISBN 978-80-86878-84-3

‘ MPSV_Sbornik_vnitrek_AJ.indd 2 @ 11.12.2008 17:05:08



List of Abbreviations ... 5
1. INTRODUCTION ..o ssssssssssssssssssssans 7
1.1 The Czech Republic in 2007 — table ........ccccveeverreererneeeeerreenerneennerneeneenenenne 9
2. BASICINFORMATION ... ssssssssssscens 10
2.1  Basic Social Security Indicators — table ........cccooceevcneerncrnecncrnecnnenecnnenenenne 14
2.2 Structure of Expenditures on Social Benefits (in %) — table ......c..ccccureuence. 15
3. PENSION INSURANCE ........ccooiiiiiiiniieisse s 16
3.1 Number of Pension Benefits paid by Type — table .......cccccovuvevcrnerncrnevencnnce 18
3.2 Number of Pension Beneficiaries

in December 1996 — 2007 — table ..o 19
3.3 Average Monthly Pensions Paid out Solo

in December 1996 — 2007 — table ... 20
3.4  Expenditure on Pensions by Type (civil sector) — table ......c.cocenvurvcrneunnace 21
3.5  Share of Expenditure on Pension Benefits to GDP - table ......cc.cccccevvureuence. 22
3.6  Replacement Rate of Average Old-age Pension

to Average Wage — table ........coccvuricinciricincinccrceee e 23
3.6.1 Replacement Rate of Average Old-age Pension @

to Average Gross Wage — Graph ....c..ceeccuveuveeuneuneerniineernernecnneinesessessesenessesenne
3.7 Summary of Pension Enhancement - table
4. SICKNESS INSURANCE ........cccooiiiiiininisi s 27
4.1  Basic Sickness Insurance Indicators — table ..o 28
4.1.1 Basic Sickness Insurance Indicators — graph ........ccccoveeeeneneccenenccenerneeenenn. 29
4.2 Ratio of Average Daily Sickness Benefit to Average

Daily Wage — table ......cocueueicireeeiciricicineeecteee ettt nees 30
5.  STATE SOCIAL SUPPORT .........ccccccooviiiiriinicinciens s 31
5.1  Expenditure on State Social Support Benefits — table .......cccccocevererrcneennce 33
5.1.1 Expenditure on Selected State Social Support Benefits — graph .................... 34

6.  BENEFITS OF ASSISTANCE IN MATERIAL NEED,
CARE ALLOWANCE AND SOCIAL ASSISTANCE

BENEFTS FOR PEOPLE WITH DISABILITIES ........ccccoooeevevveiriieerennes 35
6.1  Social Assistance Benefits for People with Disabilities — table ........c.c.c........ 37
6.2  Benefits of Assistance in Material Need

and Care Allowance — table ........ccoeveeieverereeiiieeeceeeee e 38

MPSV_Sbornik_vnitrek_AJ.indd 3 @ 11.12.2008 17:05:08 ‘



7. SOCIAL SERVICES ..ottt vesss e sesesesessssssasasassenes 39
7.1  Social Care Establishment — table ..........ccccoovviviriererereeiieeeeeeeeee e 40
7.2 Costs on Social Services and Income from Residents’

Contributions — table .........cccceiivieieiererereeeeeeeee e 41
7.3  Home Care Service — table .......cooviiveeirierereiiiieereeeeeeeeeee e 42
7.4 Social Care for Children — table .......c.cccoeeverieeeierieeeeeeee e 43
8. INCOMES OF POPULATION ......ooooiiieereretereeeeeeeeeeae e seseessesssaeaenes

8.1 Real Incomes and Wages of Households - table
8.1.1 Real Incomes and Wages of Households - graph

8.2  Wage Differentiation by National Economy Branches - table ...................... 47
8.2.1 Wage Differentiation by National Economy Branches - graph ...........c........ 49
8.3  Social Incomes of Population — table ........cccoceveunerencurerrencrnieencrneereneeeennee 50
9.  BASIC INFORMATION ON LABOUR MARKET ..........ccccoeumirmeimerninnns 51
9.1  Basic Indicators of Labour Market - table .......................

9.1.1 Number of Job Seekers and Job Vacancies - graph
9.2 State Budget Expenditure on State Employment Policy,
Number of Jobs Created and Placed Job Seekers — table ........ccccooveveveevenneee. 56

10. EUROPEAN SYSTEM OF INTEGRATED SOCIAL

PROTECTION STATISTIC (ESSPROS) .......cccoveuimmiieeinceceeeeneneensesnenes 57
10.1 ESSPROS Core System — Expenditure on Social Protection
by FUNCHONS — table .....vueiieiciiicicireccreccee e 59

‘ MPSV_Sbornik_vnitrek_AJ.indd 4 @ 11.12.2008 17:05:09



List of Abbreviations

CSSA Czech Social Security Administration

CZK Czech Crowns

CZSO Czech Statistical Office

CR Czech Republic

CNR Czech National Council

EC European Commission

ESSPROS  European System of integrated Social Protection Statistics
EU European Union

GDP Gross Domestic Product

MoLSA Ministry of Labour and Social Affairs

MS Member States of European Union

NE National Economy

NGO Non-governmental Organisation

OECD Organization for Economic Co-Operation and Development
SCA State Compensatory Allowance

MPSV_Sbornik_vnitrek_AJ.indd 5 @ 11.12.2008 17:05:09 ‘



‘ MPSV_Sbornik_vnitrek_AJ.indd 6 @ 11.12.2008 17:05:09



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 10.4 mil. and population density of 132 inhabitants per sq. km, it could
be classed as a small Central European state.

The area of the state was administratively structured into 76 territorial entities
(NUTS4 - districts), each with approximately 120 thousand inhabitants on average, plus
the capital Prague (NUTS3 and NUTS4 as the same time), with 1.212 mil. inhabitants
and 22 basic local authorities of municipal districts. District authorities were abolished
in 2003. Their functions were mainly dislocated to municipal and regional offices.
Labour Offices have performed on the district level (similarly in the City of Prague).
Social security is administered by the Czech Social Security Administration and its
offices. Self-government exists on the level of individual municipalities; there are
approximately 6 200 of them. The change on January 1, 2000, led to the creation of 14
new regions (NUTS3) as higher self-government units. They are gradually involved in
some functions, earlier provided at the level of District Offices or within the authority
of ministries.

During the transformation period after 1989, it was necessary to establish new
institutions in the area of state administration, law, economy and social system, which
would guarantee both social and political changes and development of the market
economy in the Czech Republic. These changes were accompanied by the adoption of @
hundreds of new laws or their amendments. An important aspect of their approximation
to the legal standard of EU was taken into account.

The economic and social tranformation had an impact on several demographic
characteristics of the population. The most significant aspects are postponement of
a family establishment and birth of children later. The birth rate has dropped constantly.
Since 1993 the natural population increment has turned into a decrement. In 2006 the
population development was in the sign of the superior numbers of live born children
above dead people that was noticed at the first time after thirteen years. The fertility has
increased in association with lower number of departed led to positive value of natural
growth. In 2007 the natural increase was not so significant (10 thousand persons). The
population increase was firstly caused by number of legal immigrants (83.9 thousand
persons). Total number of inhabitants in the Czech Republic has continuously increased
for five years, but it was especially caused by immigration of foreigners until 2005. In
2007 the growth of population in the amount 93.9 thousand persons was the highest
growth in the history from the fiftieth in the last century in the Czech Republic. Number
of inhabitants of the Czech Republic made up 10,381 thousand persons as of December
31, 2007.

The registered unemployment rate was 7.7% at the end of year 2007, which is less
by 1.2% than at the end of previous year. However another decline of unemployment
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1. Introduction

In the global comparison, the Czech Republic was included among the countries
with a high standard of human development. The Czech Republic has been an OECD
member since 1996 and became the member state European Union in 2004.
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1. Introducti

Tabel No. 1.1
The Czech Republic in 2007

Area (sq km) 78 866
Population (thous. persons) — as of December 31, 2007 10381
Population density per 1 km? 131.6
Economically active population (thous. persons) 5198
Post-working age populations (thous. persons) 2197
Average annual unemployed rate (%) 6.6
Life expectancy (years): men 73.7
woman 79.9
Live births: number 114 632
per 1 000 inhabitants 11.1
Deaths: number 104 636
per 1 000 inhabitants 10.1
Natural increase of population: number 9996
per 1 000 inhabitants 1.0
Migration balance: number 83945
per 1 000 inhabitants 8.1
Total increase of population: number 93 941
per 1000 inhabitants 9.1 @

Marriages:: number 57 157
per 1000 inhabitants 5.5
Divorces: number 31129
per 1 000 inhabitants 3.0

Capital Prague
Area (sq km) 496
Population (thous. persons) - as of December 31, 2007 1212

Source: Czech Statistical Office
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2. Basic Information

Ministry of Labour and Social Affairs of the Czech Republic (MoLSA) was
established in 1990 by the CNR Act No. 203/1990 Coll. It is responsible for labour-
law relations, occupational safety, employment and retraining, collective bargaining,
wages and other remuneration for work, pension welfare, sickness insurance, social
assistance, work conditions for the youth and women, maternity law protection,
children and family welfare, care of citizens that need special help and for other
wage and social issues. MOLSA manages the following subordinate state bodies:
Czech Social Security Administration, labour offices, four special social care
establishments, Office for International Legal Protection of Children and State
Labour Inspection Office. MoLSA is a founder of these allowance organisations:
Institute for Occupational Safety Education, Institute of Technical Inspection and
social care establishment for the handicapped in Hrabyné. According to the Act
No. 341/2005 Coll., on Public Research Institutions as amended, MoLSA founds
Research Institute for Labour and Social Affairs and Occupational Safety Research
Institute.

The mai part of MoLSA authority is management of social welfare system that
includes basic compulsory pension insurance and sickness insurance. Besides the
premium on social welfare the contribution towards state employment policy is
also collected. The system is financed by a continuous manner.

O] Czech pension system (see the Chapter no. 3 of this brochure) consists of
two parts: basic compulsory pension insurance that is universal and secures all
economically active persons. The various groups of participants are all subject to
the same legislation except specific administrative and organisational divergences
in departments of the armed forces. Regulation of basic pension insurance is
stipulated by the Act No. 155/1995 Coll., Pension Insurance Act as amended.
Beside this system there is voluntary supplementary pension insurance with state
contribution considered according to EU terminology as the third pension pillar.
This system is regulated by Ministry of Finance. Concerning the development of
the pension area in 2007 the annual pension valorizing was secured as well as the
following amendments of legislation: adjustment of “excluded periods” evaluation
for calculation of personal assessment base, setting of manner of child care evidence
and measures result from acceptance of act on stabilization of public budgets. At
the same time the drafts of legislative revisions in connection with the I. phase of
pension reform were being prepared (gradual prolongation of necessary insurance
period for entitlement to old-age pension to 35 years, increase of retirement age to
65 years both for men and women, unification of age level for permanent entitlement
to widow and widower pension, revaluation of disability definition, unification of
age level as a basis for added-in period calculation to asses total insurance period
both for men and women when receiving disability pension including reduction
of added-in period, cancellation of period of studies as substitute insurance
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2. Basic Information

period, reduction of substitute insurance periods and percentual increase of old-
age assessment during gainful activity and partial receiving of this type of pension
benefit).

Sickness insurance (see the Chapter 4) financially secures economically active
persons when loosing their short-term earnings for reasons of sickness or maternity.
Implication in system of sickness insurance is compulsory and given by law. The self-
employed can participate on voluntary basis. The following benefits are provided
under the system of sickness insurance of employees: sickness benefit, family
member care benefit, maternity benefit, pregnancy and maternity compensation
benefit. The self-employed are entitled to sickness benefit and maternity benefit
only. In 2007 the area of sickness insurance was influenced by postponement of
efficiency of new enactment No. 187/2006 Coll., Sickness Insurance Act. The Act
regulates the system globally. It covers both employees and members of armed
forces as well as self-employed persons.

The system of State Social Support is regulated by the Act No. 117/1995 Coll., on
State Social Support. It includes state social benefits to partly reimburse expenses
on maintenance and other basic personal needs of children and families in specific
social situations. The applications for the benefits within the system are handled by
relevant labour office according to place of permanent stay of a person. Entitlement
to payment of a benefit becomes extinct by lapse of 3-month period (or 1 year @
for the lump sum benefits) as from a day when a benefit have appertained. In
2007 there were the following means-tested benefits: child allowance, allowance
for school aids, social allowance and housing allowance. These benefits were not
means-tested: parental allowance, foster care benefits, birth grant and death grant.
Impact of the Act No. 110/2006 Coll., on Minimum Living Standard and Subsistence
Level as amended, brought essential changes to the system. The living minimum
is conceived as one-component (costs on housing are not included). More news
about the system are mentioned in Chapter 5).

The Act 108/2006 Coll., Social Services Act as amended, came into efficiency
on January 1, 2007. It significantly changes system of social services. A person
who is dependent on other’s person assistance is entitled to care allowance (see
Chapter 6). Such person can ensure needed assistance according to own discretion.
In consequence of care allowance introduction the closely related or other person
care allowance, the pension increase for incapacity and a part of social care benefits
were cancelled. The care allowance is provided to persons dependent on another
physical person’s assistance for the purposes of arranging for necessary assistance.
The allowance is paid by a municipal authority of a municipality with extended
powers that is relevant for making decision on the allowance. The Act on social
services sets types of social services (see Chapter 7) and settlement of costs for
provision of social services, social services funding, obligations of providers. Social
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2. Basic Information

services may be provided only on the basis of an authorization for social services
provision; such authorization shall arise upon the decision on registration. Control
on providers of social services is carried out within inspection of social services.
When carrying out an inspection, social services quality is checked according to
social services quality standards. The Act regulates also performance prerequisites
for the profession of a social worker.

Another important legislation in the social area is the Act No. 111/2006 Coll.,
on Assistance in Material Need as amended. This Act regulates assistance in cases
when a person or a family do not dispose by sufficient income and their social
situation and property relations do not allow to satisfy basic necessaries of live on
level acceptable by society. At the same time, these persons are objectively unable
to increase their income (through one’s own work, through the due application of
entitlement and claims or through the sale or other disposal of one’s own assets),
thereby improving their situation through their own actions. Benefits of assistance
in material need are: allowance for living, supplement for housing and extraordinary
immediate assistance. These benefits are provided cash; allowance for living can be
provided in form of wares dockets or luncheon voucher, supplement for housing
as direct rent or housing costs reimbursement as well, extraordinary immediate
assistance can be provided as direct costs on social services reimbursement.

O] Delegated municipal authorities are responsible for granting and disbursing of
benefits in material need.

On October 1, 2004, Act No. 435/2004 Coll., on Employment as amended,
came into force. This basic legal rule stipulates procedures for achievement of
state employment policy objectives. It also constitutes that MoLSA provides
methodological guidance for labour offices, monitors labour market situation,
proposes provisions to government to influence labour demand and supply, founds
retraining centres, grants and revokes license to employment mediation, supports
establishments of socially beneficial jobs and publicly beneficial work. Since July 1,
2000 the law provides (as a part of employment policy and the law, Act No. 188/2000
Coll.) the payments of employees” wages claims, whose employer is not able to fill
these claims in consequence of his insolvency. The Ministry of Labour and Social
Affairs implements employment policy through local labour offices subordinated to
the Employment Services Administration at the MoLSA. Administrative region of
individual labour office is identical to territorial area of district. The capital Prague
has its own Labour Office. Basic principle of current state employment policy is the
revised Lisbon strategy of EU, i.e. “Strategy for Growth and Employment”. The basic
tasks of state employment policy for 2007 were stipulated by MoLSA on the basis
of labour market analyses, state budget financial means on employment policy and
obligations result from concluded agreements between Czech Republic and EU or
OECD. Labour market development is described in Chapter 9.
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2. Basic Information

In addition to the above mentioned basic areas of activities, the MoLSA carries
out conceptual, methodical and other activities in the area of wages and income
policy, European integration and international affairs, labour and social legislation
as well as collective bargaining.

Regional authorities and authorized municipalities provide not only institutional
care but also various forms of field social services such as day care service, asylum
aid etc. Municipalities with extended authority and authorized municipalities
perform payments of social assistance benefits for people with disabilities, benefits
of assistance in material need and care allowance.
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3. Pension Insurance

The current Czech pension system is based on two pillars. The first one is basic
obligatory pension insurance with continuous manner of financing (PAYGO). The
scheme is universal and secures all economically active persons. The regulation
is unified for all insured persons (the Act No. 155/1955 Coll., Pension Insurance
Act as amended) except some administrative and organisational divergences in
departments of the armed forces. The second scheme is voluntary supplementary
pension insurance with state contribution that is considered as third pension pillar.
It represents individual saving for old age based on capital financing regulated by
the Act No. 42/1994 Coll., State-Contributory Supplementary Pension Insurance Act
as amended. Rate of this scheme on incomes of pensioners is insignificant so far
compared to basic obligatory pension insurance.

The following pensions are provided under pension insurance: old-age, full
disability, partial disability, widow's, widower‘s and orphan’s. Old-age pension amount
is composed of the basic amount (stipulated by universal fix amount irrespective of
duration of insurance and earnings) and a percentage amount. Specialised assistance
in matters concerning pension insurance is provided to citizens and organisations
by the Czech Social Security Administrations except members of the armed forces
(professional soldiers, police, prison guards and others) where the authorities are
performed by the Ministry of the Interior, Ministry of Defence and Ministry of

@ Justice.

In view of the most significant changes in pension area adopted after 1995, when
the Pension Insurance Act was passed, it is necessary to mention amendments
effective since 2004: enhancement of age level for entitlement to old-age pension
to reach single level both for men and childless women, cancellation of temporarily
reduced old-age pension (except full and partial invalidity conditions), reduction of
evaluation of period of studies and abolishment of condition limiting the claim on
payment of old-age pension by the amount of gainful employment incomes. Self-
employment was divided into main and minor category (main self-employed persons
always participate in pension insurance irrespective level of their income) and the
range of self-employed persons was extended for persons who are mandataries.

In 2006 there were changes concerning partial invalidity pensions and widow’s
pensions, which are paid parallel with other pension. Payment of partial invalidity
pensions, which were reduced because of amount of gainful employment or which
were not paid out from this reason, belongs in full amount. The same situation is for
widows entitled to widow’s pension before January 1, 2006 with limited amount of
this pension (because the sum of pensions reach over the highest stipulated level)
- amount of their widow’s pension was amended starting July 2006. Changes in
the insurance rate consisted in transfer of a part of premium on state employment
policy into the pension insurance system (2 percentual points growth of pension
insurance rate, i.e. from 26% to 28% together with reduction of insurance rate of
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3. Pension Insurance

state employment policy from 3,6% to 1,6%). The next change consisted in sequential
raising of minimal base of assess for the determination of self-employed persons
insurance rate in 2004 — 2006.

Having efficiency since July 1, 2007, the judgment of the Constitutional Court of
6. June 2006 was integrated to the legislation on pension insurance. It regulates the
same way of evaluation of childcare period both for men and women in the form of
declaration on word of honour submitted together with application for a pension.
Adjustment of “excluded periods” evaluation for calculation of personal assessment
base was performed.

In context of adoption of the Act No. 108/2006 Coll., Social Services Act as
amended (introducing care allowance starting 2007), the payments of pension
increase for incapacity were cancelled within pension insurance system. CSSA paid
only additional charges of this benefit in 2007.

Valorising of pensions was performed twenty times in the period of 1990-2007
(actually pensions are increased regularly every January: enhancement of an average
old-age pension makes up at least 100% of price growth and at least one third growth
of real wage).
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3. Pension Insurance

Table No. 3.1
1 . .
Number " of Pension Benefits paid by Type .
in thous. persons
Pension
vear old-age full partial widow's? | widower's? orphan’s other ¥ total
8 disability | disability P
1985 1 646 349 122 636 - 49 49 2850
1989 1707 344 126 631 - 66 43 2916
1990 1737 353 130 635 - 66 31 2952
1991 1777 367 127 635 - 63 28 2997
1992 1804 382 123 633 4 60 26 3033
1993 1815 398 119 631 5 60 24 3052
1994 1811 410 117 627 5 60 21 3051
1995 1811 420 117 623 5 62 18 3057
1996 1 806 408 124 625 31 58 - 3052
1997 1813 398 138 629 51 59 - 3088
1998 1859 392 145 627 68 56 - 3147
1999 1891 385 150 623 75 59 - 3184
2000 1919 382 155 619 79 57 - 3210
2001 1936 380 162 615 82 55 - 3230
2002 1921 382 171 612 85 56 - 3227
2003 1933 385 178 607 86 57 - 3246
2004 1965 388 184 604 88 56 - 3285
2005 1985 389 189 600 89 54 - 3308
@ 2006 2024 390 199 598 91 53 - 3355

2007 2061 389 208 596 93 51 - 3397

Share of Pension in %
1985 57.7 12.2 4.3 223 - 1.7 1.7 100.0
1989 58.5 11.8 4.3 21.6 - 2.2 1.5 100.0
1990 58.8 12.0 4.4 21.5 - 2.2 1.1 100.0
1991 59.3 12.2 4.2 21.2 - 2.1 0.9 100.0
1992 59.5 12.6 4.1 20.9 0.1 2.0 0.9 100.0
1993 59.5 13.0 39 20.7 0.2 2.0 0.8 100.0
1994 59.3 13.4 3.8 20.5 0.2 2.0 0.7 100.0
1995 59.2 13.7 3.8 20.4 0.2 2.0 0.6 100.0
1996 59.2 13.4 4.1 20.5 1.0 1.9 - 100.0
1997 58.7 12.9 4.5 20.4 1.6 1.9 - 100.0
1998 59.1 124 4.6 19.9 2.2 1.8 - 100.0
1999 59.4 12.1 4.7 19.6 2.4 1.8 - 100.0
2000 59.8 11.9 4.8 19.3 2.5 1.8 - 100.0
2001 59.9 11.8 5.0 19.0 2.5 1.7 - 100.0
2002 59.5 11.9 53 19.0 2.6 1.7 - 100.0
2003 59.5 11.8 5.5 18.7 2.7 1.7 - 100.0
2004 59.8 11.8 5.6 18.4 2.7 1.7 - 100.0
2005 60.0 11.8 5.7 18.1 2.7 1.6 - 100.0
2006 60.3 11.6 5.9 17.8 2.7 1.6 - 100.0
2007 60.7 11.4 6.1 17.5 2.7 1.5 - 100.0

Source: Czech Social Security Administration

Notes: " The number of pensions paid in December, incl. pensions paid abroad and other pensions.
2 Widow's and wid 'sp include combi with direct pensions.
¥ Social, personal, long-term service and other pensions granted before January 1, 1957.
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3. Pension Insurance

Table No. 3.5
Share of Expenditure on Pension Benefits to GDP

Year Expenditures on pension benefits ” (mld. CZK) GDP in current prices (mld. CZK) Share (%)
1993 76.5 1020.3 7.5
1994 88.2 1182.7 7.5
1995 109.8 1466.5 7.5
1996 127.6 1683.3 7.6
1997 150.2 1811,1 8.3
1998 166.1 1996.5 83
1999 177.9 2080.8 8.5
2000 186,9 2189.2 8.5
2001 201.1 23522 8.5
2002 213.6 2464.4 8.7
2003 225.8 2577.1 8.8
@ 2004 230.9 2814.8 8.2
2005 247.4 29839 8.3
2006 272.9 32156 8.5
2007 289.9 3551.4 8.2

Source: State closing account
Notes: * Incl. expenditures on pensions in the armed forces.
GDP in current prices revised by Czech Statistical Office in June 2008.
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3. Pension Insurance

Table No. 3.6
Replacement Rate of Average Old-age
Pension to Average Wage

Avarage Avarage wage (in CZK) Ratio of pension to wage (in %)

Year pension !

(CZK) gross ? net? gross ? net?
1988 1496 3095 2451 48.3 61.0
1989 1598 3170 2504 50.4 63.8
1990 1731 3356 2656 51.6 65.2
1991 2176 3932 3092 55.3 70.4
1992 2413 4 644 3563 52.0 67.7
1993 2734 5817 4551 47.0 60.1
1994 3059 6 896 5351 44.4 57.2
1995 3578 8172 6318 43.8 56.6
1996 4213 9676 7 520 43.5 56.0
1997 4 840 10 696 8308 45.3 58.3
1998 5367 11693 9090 45.9 59.0 @
1999 5724 12 655 9842 45.2 58.2
2000 5962 13 490 10 447 44.2 57.1
2001 6352 14 640 11324 43.4 56.1
2002 6830 15711 12 082 43.5 56.5
2003 7071 16 769 12 807 42.2 55.2
2004 7256 17 882 13 601 40.6 53.3
2005 7728 18 809 14252 41.1 54.2
2006 8173 20050 15 506 40.8 52.7
2007 8736 21527 16 509 40.6 52.9

Source: MoLSA
Note: 1) Monhly average of yearly pension payments (paid out solo without survivorship annually).
2) Average gross wage = general assessment base (S 17 subsection 2 of the Act No. 155/1995 Coll.)
determined by government direction according to average monthly wage (find out by the CZSO).
3) Average net wage = average gross wage reduced about health and social insurance and income
tax which responses with this wage.
A 's of wage and pensions are increased by state compensatory allowance in periods when it belongs.
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3. Pension Insurance
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3. Pension Insurance

Table No. 3.7
Summary of Pension Enhancement
Enhancement Basic measurement
Month of the of pensions after
enhancement percentage measurement basic measurement enhancement
old-pensioners™ New-pensioners* (in CZK/month.) (in CZK/month.)

April 1996 8% 8% 240 920
October 1996 6% 6% 140 1060
August 1997 8% 8% 200 1260
July 1998 9% 5% 50 1310
August 1999 7.5% 5% 0 1310
December 2000 9% 5% 0 1310
December 2001 11% 8% 0 1310
January 2003 4% 3.8% 0 1310
January 2004 2.5% 2.5% 0 1310
January 2005 5.4% 5.4% 90 1400
January 2006 6% 4% 70 1470
January 2007 6.6% 5.6% 100 1570

Notes: ,0ld-pensioners* = p s with p awarded before January 1, 1996.

New-pensioners = p with p awarded after December 31, 1995.
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4. Sickness Insurance

Currently, there are three systems of sickness insurance in the Czech Republic
(regulated by the separate legislation): sickness insurance of employees, members of
the armed forces and self-employed persons. The last major changes in the field of
sickness insurance were performed in the period from 1993 to 1995. In connection
with the tax system reform, the method of calculation of sickness insurance benefits
has been changed since January 1, 1993 and it depends on the gross income (instead
of net income). Providing of benefits for working days was replaced for providing
for calendar days. Due to the growth of incomes, the maximum income limit upon
which the benefits are calculated was increased on January 1, 1994 (from 190 CZK
up to 270 CZK). There has been a possibility of voluntary sickness insurance for self-
employed since 1994. In 1995, the benefit system of sickness insurance was reduced
- in connection with the introduction of the State Social Support system - to four
types of benefits (sickness benefit, family member care benefit, maternity benefit and
pregnancy and maternity compensation benefit).

The amount of sickness benefit depends on level of incomes of which social
insurance premium is paid (so called assessment base ascertained for the period
in question). Since January 1, 2004, this base has been extended since January 1,
2004 from calendar quarter to 12 calendar months antecedent to the beginning of
incapacity for work. The amount of benefit depends on daily average of these incomes,

@ so called daily assessment base, which is limited by stipulated way.

The maximal level of daily assessment base was 270 CZK (January 1, 1994
— September 1, 1999). Since October 1, 1999, the daily assessment base has been
reduced according to two reduction limits. For the prevention of the backwardness of
the sickness insurance benefits were specified that government increases supposing
amounts of reduction limits yearly to January 1, with regard to trend of average wage
(reduction limits are multiplied by special coefficient and rounded oft up at whole ten
CZK). Therefore these reduction limits were increased up from amount 360 CZK and
540 CZK (these amounts were valid from October 1, 1999 till December 31, 1999)
to 400 CZK and 590 CZK (since January 1, 2000), to 430 CZK and 630 CZK (since
January 1,2001) and to 480 CZK and 690 CZK (since January 1, 2002). For reason of
floods in August 2002 it was decided to stop valorisation for 2003 and with regards
to public budget reform it was stopped for years 2004 and 2005 also. The reduction
limits were increased at the amount 510 CZK and 730 CZK since January 1, 2006.
Since January 1, 2007 the reduction limits were increased at 550 CZK and 790 CZK.

To calculate the benefit the amount of daily assessment base was totally counted
on the level of the first reduction limit in the period since September 1, 1999 till
December 31, 2003. Since January 1, 2004 the daily assessment base has been totally
counted to the benefit level after 15th day of incapacity for work, 90% is counted
during the first fortnight of incapacity for work. To appoint the amount of benefit,
60% is counted from the part of daily assessment base reached over first reduction
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4. Sickness Insurance

limit. The part of the daily assessment base reaching over second reduction limit is
not taken into account.

Amount of daily benefit is set by percentage rate calculated from limited daily
assessment base. Since January 1, 2004 the rate for the first three days of sick leave
was halved, i.e. at 25%, the rate of 69% (from the fourth day) has been remained.

MPSV_Sbornik_vnitrek_AJ.indd 27 @ 11.12.2008 17:05:19 ‘



(9]
9
=1
«©
]
=}
@
=}
—
»
73
(%)
=]
=<
o
w
<

(suopviqo 4awfjo puv asuvinsuy 0p auvyons sapouad ‘saurf Suipnpus sawiodur) uonpAsIUUpPY A114nag [p120§ Y2020 “VSTOW (2] [p211s5DIS 19920) 000Z ~ 661 W1 Aqnday y2azD) ayy us Kanfuf 10 asvasic] 07 an(] YoM 4of A1ovdvouy :22inog

. . . . . - . . . . . . - . . 001x(2 sawiout £q pafesasod |

6LTT LeTT 0611 6°0TT T'L6 896 oot €001 0FeT 6'SET 8611 €501 980T §'S0T 811 19°9) samypuadxa Jo 2Feruasiag 6
samypuadxs pue

€896 wLL 6109 SL19 166- 901 89 08 559 899 u6e €801 sss 1 168 wie €9 souwonuy upamaq svwssay | 8
s1yauaq uonesuaduwio
v v S S 9 3 L 8 9 L 8 6 81 a 81 TWNZO faruorew pue foueuord
€685 186 % 6L5Y €Ty viLE L8 € e 65LT 1S1T 820C €96 1 181 wt Lt €1 WNZD s1puaq Ausarew
€68 S8 618 0€L 700 T €68 L56 S8L 969 S9L 798 LT6 €68 se8 §9 TWNZO SIJaUQ e Jaquiaw A[rurey
188 LT £96 9T 85T 9T YOL¥T €75 6T T8 VLS ST €59 €T Pev 91 €ELST 656 91 799 LT 91 ST 685 €1 $99 6 TWNZO S)yaURQ SSADPIS
Burpnpur
[£10} U S)yaUAq 2dUBISUT

1£9 %€ [ 9573 099 1€ €95 67 L0€ 609 € 86 67 0T LT 18261 €66 81 6L 61 607 02 670 81 €L191 196 11 TNz ssaupis wo samypuady | ¢
(swsifod uesqia)

veerh | sesor | 696 | 8ecse | oleee | 9516 | €967 | 987LT | 668ST 1815t | oocer | zeviz | b9l | #90Lt €1yl TWNZD oypusiod 7 Awfizg | ©
. Aupqesip

s 18°G €19 98°s 189 L9 L9 99 S6s w's 79 09 S19 ws 0£'s % ssuypis Jo oBeyuoonnd fesany | ¢
ased | 1ad

9ve €6¢ 8TE 87E s0¢ 80¢ 98T 08T 9z 89T €97 85T 144 8T TeT skep Aupiqusip Jo pouad aferany hd
Aniqestp ssawydis jo

VLTV6 8T¥ S6 9¥E 66 €806 90¢€ 011 117 011 1€v 01T 0€£ 901 60S 66 zss 101 e 0t 126 101 €69 S0T LLT 00T 8€1 16 ‘snoyy skep Tepua[ed Jo 19quInN €
Aimiqesp

PE99TLT | STLIOLT | 8PP 6TOE | TI9SOLT | S661T9€ | 08968S€ | 1€0€98¢€ | SBITIBE | 19T €I8E | 00L06L€ | OSITOLY | PITIS6E | 8T8FTCEY | 9TEBVOF | 1T0ST6 € SSOUPIS JO 552 PAYTIOU MO T
suos1ad pamsut

100£65 | €E0L6VY | €OLTHYY | TSTESET | BEVSEP | 669997 | SShesky | ObSLISY | 8898/6F | 28FFSLY | TeBEe8Y | SI9€09F | ISTSOLY | £99SSL [ SLOTILY soupis Jo soquinu afesony | |

L00T 900T $00T ¥00T €00T 00T 100T 000T 6661 8661 L66T 9661 S661 661 €661

SI0)RIIPU] DUBINSU] SSIWIIG dIsey
I'F "ON 21901,

05:19

11.12.2008 17

MPSV_Sbornik_vnitrek_AJ.indd 28



8
]
~
8
8 &
o
m 1e3f % =
2 £00C 900C S00C +t00C €00C <¢OOC LOOC 000C 666L 866l [L66L 966l G661 V661 €661
= %06 - oL
]
g
e T st
w
N %001 —+
-+ 0¢
+ SC
%0LL +
Q]
1 oe ¥
® 3 ®
%0¢CL + L
(9 u1) s1yaUaQ UO sainypuadx3y
/swiniwaid Wolj SSWOOU| g
- OF
(‘['wi yZD) auaq adueinsul
%0¢l + SSaUNDIS U0 sUNUpuUadx] EEEm
T S¥
("'w )ZD) ddUeINSUI SSBUY IS UO
swinjwaid woly sawodu| =
%071 0§

SIOJEDITPU] DULBINSUJ SSIUWYIIS dIseg
I'T'F 'ON ydvio

MPSV_Sbornik_vnitrek_AJ.indd 29




4. Sickness Insurance

Table No. 4.2

Ratio of Average Daily Sickness Benefit

to Average Daily Wage

Averag wage ! (gross)
Average daily Ratio average daily
Year monthly daily ? sickn?ss benefits ¥ sickness benefits toaverage daily
in CZK in CZK in CZK wage in %
1985 2920 96 64 67
1989 3170 104 69 66
1990 3286 108 72 67
1991 3792 125 77 62
1992 4644 152 90 59
1993 5817 191 106 55
1994 6896 227 136 60
1995 8172 269 146 54
1996 9676 317 173 55
@ 1997 10 696 352 154 44

1998 11 693 384 155 40
1999 12 655 416 165 40
2000 13 490 442 222 50
2001 14 640 481 232 48
2002 15711 517 256 50
2003 16 769 551 268 49
2004 17 882 586 263 45
2005 18 809 618 264 43
2006 20050 659 283 43
2007 21527 708 296 42

Source: MoLSA

1 Average wage = general assessment base determined by the government according to figures
of the Czech Statistical Office (average wage in given year).

2 Average daily wage = average wage / average number of days per month.

¥ In 1985 - 1992 converted from working days to calendar days.
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5. State Social Support

The Act No. 117/1995 Coll., On the State Social Support as amended set unified
concept of State Social Support system using legally determined subsistence level as
base for amount of benefits assessment. The system guarantees direct help especially
for families with children in social situations provided by law. State Social Support
benefits significantly influence income situation of families with incomes under
minimum subsistence level leading to decrease of portion of families that receive
social benefits.

Real value of benefits based on subsistence minimum level is related to living costs
development. When subsistence minimum is amended there is no need to submit
new application for recalculation of nearly all benefits. State Social Support benefits
are provided both income tested and non-income tested. Parental allowance, foster
care allowances, birth grant and funeral grant are non-income tested. The group of
income tested benefits includes child allowance, allowance for school aids, social
allowance and housing benefit. Property of family is not tested when entitlement to
a benefit is evaluated.

Starting January 1, 2007, the system of State Social Support has been amended
significantly. The ActNo. 110/2006 Coll., on Living Minimum as amended, introduced
the living minimum (,,Zivotni minimum®) and the subsistence minimum (,,existencni
minimum®). The living minimum is stipulated as minimum level of cash incomes
for ensuring sustenance and other basic personal needs. The subsistence minimum @
represents minimal level of incomes for survival. Neither living nor subsistence
minimum include costs on housing. Protection within housing is ensured by housing
allowance (State Social Support) and supplement for housing (system of material
need).

Parental allowance has significantly increased (in 2007 it was counted as 40% of
average wage in non-business sphere in 2005; i.e. 7 582 CZK). Entitlement to housing
allowance was amended. Property owners or tenants are entitled to a housing
allowance if 30% (in Prague 35%) of their family income is insufficient to cover
housing costs and at the same time this portion is lower than the relevant prescriptive
costs set by law. Housing costs include rent (similar costs for cooperative dwelling
and flats in personal ownership), services and energies.

Change of living minimum concept influenced birth grant where an amount of
a value increased from 17 500 CZK to 17 760 CZK for one child, 53 120 CZK for
twins and 79 680 CZK for triplets. The growth of some foster care benefits amounts
(fostering grant, foster child allowance and foster parent remuneration) was based on
increase of coeflicients for their calculation.

Statistical surveys concerning latest progress of number and amounts of benefits
(until the end of 2007) indicate relatively stable number of benefits per a month.
Parental allowance represents c. 59% of total expenditure on State Social Support,

followed by child allowance with c. 21% and social allowance with c. 9%.
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5. State Social Support

Average number of benefits per a month paid out within State Social Support
made up a sum of 2 414 thous. in 2007. Child allowance was paid out to c. 1 772 thous.
of dependent children, social allowance to c. 242 thous. of families with children
and housing allowance to c. 117 thous. of households. Parental allowance received
c. 308 thous. of parents. Most of the beneficiaries (especially families with dependent
children) get more types of these benefits concurrently. Other State Social Support
allowances represent benefits with low number of beneficiaries and expenditure.
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5. State Social Support

Table No 5.1
Expenditure on State Social Support Benefits

mil. CZK

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Childallowance 11200 |1y 770 | 15104 | 12495 | 11493 | 12474 | 12748 | 12799 | 13353 | 12519 | 11790 | 11195 | 11033 | 10236
(ve. vychovného)
Social allowance

\ . 5014 6029 6244 6224 6273 6251 6199 6041 6271 5822 5262 4779 4418 4607
(v¢. SVP détem)

Housing - - 677 813 | 1367 | 2084 | 2518 | 2699 | 3028 | 2835 | 2548 | 2459 | 2287 | 1565
allowance
Transportation . - 839 | 938 | 947 | 994 | 1045 | 1173 | 1298 | 1267 | 856 3 1 -
benefit
Parental 5170 | 5824 | 7357 | 7612 | 7780 | 7718 | 7691 | 7701 | 8022 | 7964 | 10425 | 12627 | 13526 | 28690
allowance

Providing-for

benefit ! 48 39 34 25 23 19 15 14 14 8 3 - -

Foster care
benefit

103 111 144 154 233 315 339 366 395 407 427 467 585 771
Birth grant 434 428 484 525 563 566 581 616 791 807 832 895 1591 2097
Death grant 144 329 348 331 519 543 540 528 529 549 525 533 513 509

Care allowance
for a child in - - - - - - - - - - - 2 24
afacility ?

Allowance for . @

school aids *

Heating benefit * - - - 67 277 236 106 - - - - - -

Rent benefit * - - - 49 163 127 73 6 - - - - -

Other benefits * - - - 5 - - - - - - - R R

Other
expenditure

Total 23613 | 25531 | 28319 | 29237 | 29637 | 31328 | 31855 | 31942 | 33700 | 32178 | 32669 | 32954 | 34050 | 48532

Source: MoLSA
SCA = state compensatory allowance (paid to 1995 as well as upbringing allowance)
! Transportation benefit was terminated on June 30, 2004 (with salvages in 2005 and 2005) as well as providing-for benefit on December 31, 2004
? Care allowance for a child in a facility was introduced on Octobec 1, 2005 and abolished on June 30, 2006
3 Allowance for school aids is paid from June 1, 2006
* Heating benefit was terminated on June 30, 2000 as well as rent benefit on December 31, 2000
* Other benefits - unspecified entitlements generated before the Act on State Social Support as amended came into for
¢ Other expenditure - unspecified p of entitl concerning cancelled benefits.
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6. Benefits of Assistance in Material Need, Care Allowance

and Social Assistance Benefits for People with Disabilities

Starting January 1, 2007, the Act No. 111/2006 Coll., on Assistance in Material
Need as amended came into effect. It regulates providing of the assistance for assuring
basic living conditions to persons in situations connected with insufficient level of
subsistence, housing and in extraordinary events. The main purpose of the system is
motivation to active effort for ensuring means to meet basic necessaries of life and to
prevent social exclusion. The system is based on the principle that “all persons who
work must be better off than those who are out of work or who avoid work®. Social
work plays an important role in the system of assistance in material need.

Another feature of the system is help to deal with certain special circumstances that
can only be resolved with immediate assistance. It sets rule that everyone is entitled
to receive basic information that can not only address their particular material need,
but in the first place prevent it from occurring. Delegated municipal authorities are
responsible for granting and disbursing of the following benefits in material need:

1. Allowance for Living - this benefit covers cases of material need that tackles the
insuflicient income of a person or family. Beneficiaries are entitled to an allowance for
living if the income of these persons or families is less than the amount of living 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 person’s income, efforts and
opportunities.

2. Supplement of housing - tackles cases where the income of the person or family, @
including the entitlement 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 themselves in situations that have to be resolved immediately: suffer from
a serious threat to health; persons are victims of a serious extraordinary event z(a
natural disaster, storms and gales, ecological disaster, fire, etc.); persons do not have
enough resources to cover essential one-off expenditure connected, in particular,
with the payment of an administrative fee; persons do not have enough resources
to acquire or repair basic furniture or durables or to cover justified costs relating to
the education or special interests of dependent children; persons are at risk of social
exclusion (it concerns, for example, the situation of persons who have been released
from custody or from prison, who have left an orphanage or foster care on reaching
adulthood, or who have completed treatment for an addiction).

The Act No. 108/2006 Coll., Social Services Act (effective since January 1, 2007)
introduced essential 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 necessary assistance. A beneficiary
can reimburse (within this allowance) professional social service or cover costs on
securing assistance within its family. A person shall be considered dependent on the
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6. Benefits of Assistance in Material Need, Care Allowance

and Social Assistance Benefits for People with Disabilities

assistance of another physical person in 4 degrees of dependence (from slight to total
dependence).

Social assistance benefits for people with disabilities tackles unfavorable level
of living of these persons by providing means for their need related to housing,
transport and provision of special compensatory aids. Social assistance benefits for
severely handicapped persons are provided in accordance with Decree by the Czech
Ministry of Labour and Social Affairs no. 182/1991 Coll., to Implement the Act on
Social Security and Act on Jurisdiction of Czech Republic Bodies in Social Security
as amended.
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7. Social Services

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 unfavorable social situation through newly
defined spectrum of social services. The assistance is intended as activities necessary
for social inclusion and dignified living conditions accordant with level of society
development. Provision of assistance is based on:

« availability — in light of type of assistance, regional availability, accessibility to

information and economic availability,

« effective — social service have to comply with needs of human not the system,

« quality — way and scope of provision correspondent to current knowledge and

feasibility of society,

« reliable — provision shall not limit rights and interests of persons,

e economic - 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 - provided irrespective of origin of
help (family of social services provider). Its amount corresponds to extent of needs.

The Act also regulates significant news concerning an authorization for social
services provision. Introduction of register of social services providers (http://iregistr. @
mpsv.cz) is basic precondition for obtaining of overview on scope and nature of social
services net. Registration of a social service provider represents one of prerequisite
for transfer of financial means from public budgets.

On the basis of the Act the conditions for reliable, quality and effective provision
of social services are stipulated with goal to secure protection of persons with
reduced capability to assert their rights and interests. These conditions form series of
obligations of social services providers and the system of control. Beside the standard
control procedure there is also system of supervision on quality of social services
introduced by the Act as well as conditions of vocational skills for performing
a profession of a social worker.

Henceforth, the state regulates conditions for provision of social services, but does
not provide these services except 5 facilities under administration of MoLSA. The
position of the state as a majority social services provider terminated with abolition
of district offices. The state supports regional and local self-administration to assess
set of needs of its population for formation of available net of services.

The structure of social services in light of number of providers was the following
in 2007: state — 0.6%, regional offices — 29.8%, municipalities — 23.9%, church - 21.0%
and other providers - 24.7%.
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Table No. 7.1
Social Care Establishments

2007
Type of service unsatisfied
Number Beds applicants
Day services centres 42 740 30
Day care centres 142 2958 89
Week care centres 40 702 105
Homes for the elderly 463 41618 48131
Homes for disabled persons 205 16 638 2305
Special regime homes 75 3829 2697
Protected housing 70 2087 3573
Asylum houses 162 4208 1704
Half-way houses 29 334 39
Crisis centres 18 0 407
Low-threshold day centres 49 7 748
Low-threshold facilities for children and youth 61 0 572
@ Hostels (homeless shelters) 29 459 340
Therapeutic communities 13 136 260
Social counselling facilities 101 0 1119
Social therapeutic workshops 22 337 18
Social rehabilitation services centres 60 408 482
Early intervention services centres 21 0 4
Intergenerational centres 2 75 1
Integrated centres 6 526 3

Source: MoLSA
Note: with regard to adoption of the Act No. 108/2006 Coll., on Social Services, as amended, the structure and notation of social services types was
changed; the data are not comparable with the previous years.
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Table No. 7.3
Home Care Service

Year | Totalexpenditure | Number ofservice ofservice | aservies bonefeity pr
(mil. CZK) beneficiaries employees year (CZK)
1993 1041 83396 7 164 201.24
1994 1897 85533 6656 330.01
1995 2526 86201 6372 483.17
1996 1799 89673 5660 755.18
1997 1215 91030 5761 985.19
1998 1493 90 897 5569 1183.97
1999 1331 106 825 5885 1210.98
2000 1540 113 528 5760 1316.34
2001 1588 114203 5659 1472.96
2002 2255 109 034 5 466 1795.66
2003 2051 116 128 5430 1793.21
2004 2148 109 475 4978 1858.99
@ 2005 1593 112927 4821 2028.21
2006 1637 105 088 4556 2156.08
2007 1544 95520 4795 4286.30

Source: MoLSA
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Table No. 7.4

Social Care for Children

®

Year Children placed in Children in fostgr Foste.r care allowance
the custody of future fosters care and wardship per 1 child a month (CZK)

1993 463 5356 1018

1994 543 5460 1129

1995 628 5557 1145

1996 575 5787 1574

1997 634 5711 2241

1998 499 5935 3273

1999 566 6029 4357

2000 512 6000 4712

2001 545 6411 4754

2002 464 6598 4985

2003 354 6637 5104

2004 319 6 565 5416

2005 376 6873 5636

2006 298 7 149 6824 @
2007 317 7228 8884

Source: MoLSA
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8. Incomes of Population

Development of cash incomes of households in the period from 1994 to 2007 is
taken down in Table No. 8.1. It contains data from the National Accounts Statistics
(CZSO) concerning the sector of households. It indicates that real current incomes
of this sector have increased about more than a third since 1993.

The most significant part of current household incomes (actually more than
a half) is represented by the compensations paid to employees (especially wages
and salaries). The trend of the synthetic indicator of an average wage in the national
economy is also included in table No. 8.1. Table No. 8.2 describes development of
income situation in basic branches of national economy except flows within its
differentiation.

To evaluate the development of average wages, we used data from the Czech
Statistical Office (calculation per natural persons). Since 1993 the data include
employees of the Ministry of Defence and the Ministry of Interior.

Table No. 8.3 gives the summary of development in basic groups of social incomes
from the database of the Ministry of Labour and Social Affairs. These incomes
represent nearly fifth of total cash incomes of households. Remaining part of incomes
results from various business activities and increase of capital assets value.
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9. Basic Information on Labour Market

According to the Labour Force Sample Survey (CZSO) there were on average
4922.0 thous. employed persons in 2007. This is more by 93.9 thous. employed
persons than in 2006 representing 1.9% annual growth (compared to 1.3% annual
growth in 2006). Starting 2004 the employment has increased. Their average annual
level is the highest one since 1997. In single quarters of 2007 the year-on-year levels
of growth increased. Employment in the fourth quarter of 2007 represented 4 967.2
thous. persons (the highest amount within quarter surveys since the half of 1996).
The growth of employment was affected by raising of economic output (growth of
GDP in current prices by 4.4% in 2007).

Employment of women represented the level of 2 115.9 thous. (less than a third
portion on total employment growth only; portion of women on employment
declined to 43.0%).

The growth of employment was mainly evident in groups of employees (increase
by 79.2 thous. on level of 4 111.2 thous. persons in 2007) and entrepreneurs (incl.
contributing family workers; increase by 16.8 thous. on level of 796.0 thous. persons
given especially by growth of number of entrepreneurs without employees). Within
the category of business sphere number of entrepreneurs with employees as well
as number of contributing family workers declined. Compared to previous year it
signifies reverse trend. However, portion of entrepreneurs on total employment is
still above-average compared to EU states. @

Number of persons employed in their main occupation with full hours of work
increased (by 92.4 thous. on level of 4 565.3 thous. persons). Number of part time
workers also slightly increased by 3.9 thous. on 245.9 thous. persons with 5.0%
portion on total employment only.

Employment decreased only in primary sector again (by 5.5 thous. persons with
3.6% portion on total employment). Both secondary (industry and construction)
and tertiary sector nearly identically affected growth of total employment (given
in absolute expression). Number of the employed in secondary sector increased by
49.9 thous. persons with 40.2% portion on total employment. Industry recorded
growth of employment again (by 39.4 thous. persons). However, compared to 2006
(by 71.7 thous.) this growth was not so significant. Employment growth was based
mainly on manufacturing (growth by 44.0 thous. persons), especially on economic
branches connected with production of cars. Relative share of industry in sector
structure increased on 31.1%. In 2007 there were 10.5 thous. persons that acceded to
construction (after a drop in 2006) with share of 9.1%. Portion of secondary sector
in the Czech Republic represents the highest amount compared to other EU states.
In tertiary sector the number of the employed increased by 49.5 thous., on the other
hand the portion on total employment decreased on level of 56.2%.

In terms of regional structures there was accrual of employment in all regions
except Ustecky region. There were 240.2 thous. foreigners in position of an employee
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9. Basic Information on Labour Market

in the late 2007 (annual growth by 29.8%) and other 68.9 thous. foreigners with
trade licence. Foreigners represented 5.6% portion on labour force and 6.3% on
employment.

Total employment rate (population aged 15-64 years) as important indicator of
EU employment strategy reached level of 66.1% (by 0.8 percentage point higher than
in 2006). Employment rate of women increased (by 0.5 p.p. on 57.3%) as well as
employment rate of men (by 1.1% p.p. on 74.8%). For population aged 55-64 years
by 0.8 p.p on 46.0%.

After long-term growth the number of economically active persons (the
employed + the unemployed) decreased in year-on-year comparison. This decline
was accompanied by growth of employment and decrease of unemployment (more
significant than in 2006). With regard to development of total number of the
economically active population the rate of economic activity declined both for 15-64
years population to 69.8 (by 0.5 p.p.) and for population 15+ on level of 58.8%.

Average number of job seekers registered by labour offices in 2007 made up
392.8 thous. persons (there were on average 474.8 thous. unemployed persons in
2006). Number of registered job seekers towards the end of 2006 declined from 448.5
thous. persons to 354.9 thous. towards the end of 2007, i.e. by 93.7 thous. persons (it
corresponds to annual growth of employment). Rate of unemployment in 2007 was

@ the lowest since 1998.

Number of registered job vacancies significantly increased in 2007 (122.0 thous.
on average). Improvement of indicator ,,number of job seekers per 1 job vacancy*
was recorded in 2007: average amount of 3.2 that is less by 2.6 job seekers in 2006.

Flows of the unemployed (in and out of register) were lower in 2007 than in
the previous year, but still intensive. Number of new job seekers declined as well as
number job seekers put out of the register. Number of job seekers put out of the register
due to none cooperation with a labour office (as an implication of Employment Act
effective since October 2004) was high - 97.2 thous. persons, compared to 87.0 thous.
in 2006.

Concerning risk groups the number of the handicapped dropped down absolutely
— there were 65.2 thous. of them registered as unemployed towards the end of 2007.
However, their share in total number of job-seekers increased from 15.9% towards
the end of 2006 to 18.4% towards the end of 2007.

Absolute decrease of unemployment of persons aged 50+ continued (year-on-year
decline by 12.9 thous.; however, their portion on total unemployment increased from
27.1% towards the end of 2006 to 30.6 % with significant influence of 55+ persons,
mainly over 60 years of their age).

Average share of women within job seekers slightly increased (from 53.2% in
December 2006 to 53.9% in December 2007). Absolute number of women (job
seekers) declined in the same period from 238.7 thous. to 191.2 thous.
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9. Basic Information on Labour Market

Increase of relative portion of the handicapped, elders and women represents
lower fall (of their number) compared to decrease of total unemployment.

Number of the long-term unemployed (more than 12 months) decreased by 48.0
thous. Their portion on total number of the unemployed significantly dropped from
41.2% in December 2006 to 38.6% in December 2007.

With regard to adjusted education numbers of all job-seeker groups decreased.
The most numerous is the group of skilled graduates — 39.4% of all job-seekers (the
largest fall of number and portion of job-seekers with this education) and group of
applicants without completed education or having primary education - 31.6%.

Positive aspect was remarked in decrease of number (54.8 thous., annual drop by
23.7 thous.) and portion of job-seekers under 25 years of their age (fall from 17.5%
to 15.4%). The reasons are demographic development, increasing need of employers
for young persons, care of labour offices (individual action plans). Number of the
graduates and the youth after school termination annually dropped from 32.0 thous.
towards end of 2006 to 22.7 thous. towards December 31, 2007.

Another positive fact is decrease of unemployment rate in all Czech regions.
The most evident decline was recorded in regions: Moravskoslezsky (by 3.0
percentage point), Ustecky (by 2.8 p.p.) and Olomoucky (by 2.3 p.p.). These regions
(together with Karlovarsky and Jihomoravsky) represent five the worst affected
areas by unemployment. These regions count among the four worst affected areas @
by unemployment. As significant regional differences still remain, the divergence
between unemployment rate in districts with the highest and the lowest rate was
decreased by 3.6 p.p. The highest unemployment rate as of December 31, 2007 was in
Most district (15.5%, annual decline by 4.0 p.p.), the lowest in Praha-zapad district
(1.6%).

In 2007 the supply side of labour market increased (growth of employment, higher
number of job vacancies); decline of demand side accelerated (unemployment).
However, structural aspect of unemployment still continues. Employers offer
job vacancies, but labour force do not often dispose of appropriate experience
and education. Employment policy tries to reduce this disparity partly. Another
assumption is improvement of profession and territorial mobility.
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10. European System of Integrated Social Protection Statistics (ESSPROS)

European System of integrated Social Protection Statistics (ESSPROS) was
developed by the EC Statistical Office (Eurostat) in cooperation with MS experts
in the 70’s of the last century. ESSPROS represents a significant instrument for
mutual comparison of social protection level in MS. Since its introduction ESSPROS
methodology has been amended in alittle scope. On the basis of the agreement
between CZSO and MoLSA the inter-departmental Working group (led by the
MoLSA) for implementation of this system in the Czech Republic was established
in 2000. For the Czech Republic time series of ESSPROS Core system (1995-2006),
module on number of pension beneficiaries (2000-2006), qualitative data (1995-
206) and module on net benefits on social protection for 2002 and 2005 are available
so far.

ESSPROS is divided into the Core system that includes data on receipts and
expenditure in the area of social protection and Modules containing additional
statistical information. All financial transactions under the ESSPROS should be based
on accountancy. In the 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 interventions from public or private bodies intended to relieve households and
individuals of the burden of a defined set of risks or needs, provided that there is
neither a simultaneous reciprocal nor an individual arrangement involved. The set of @
risks or needs is as follows:

1. Sickness/health care
. Disability
. Old-age
. Survivors
. Family/children
. Unemployment
. Housing
. Social exclusion, not elsewhere classified.

0N N Ul W

Coresystemincludessocial protectionina form of cash payments, reimbursements
and goods and services provided to protected households and individuals. Specific
information for more qualitative monitoring of social functions is given in relevant
module. 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 according following categories:
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- 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 specific schemes),

- level of protection (basic and supplementary schemes).

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 (MS) practices to cover all benefits with social protection
dimension under above-mentioned classification. This is the only way how to ensure
comparable statistics among countries reflecting their institutional differences in the
system of social protection.

With regard to comprehension and complexity of this issue we present the most
elaborate part of Czech system with suppose of minimal further corrections in data

@ time series: expenditure on social protection according to functions in 1995-2006.
We plan to extend number of tables in the near future under this Chapter. More
detailed data and international comparison of social protection level in MS and other
European countries according to the ESSPROS methodology are available on web
sites of Eurostat.
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