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Abstract

The paper presents the volume of debts incurred as part of non-insurance social security benefits
in the Czech Republic from 2016 to 2020 and defines the structure of these debts by individual types
of non-insurance social security benefits, where 25% is attributable to parental allowance, followed
by housing allowance (17%) and subsistence allowance (20%). The analysis deals with the number
of debts broken down into paid, collected, settled by other means, written off for uncollectibility
or extinction of the right. The study works with unique data obtained by summarisation from the appli-
cation programmes used by the Labour Office of the Czech Republic, which showed a continuous
decrease in total identified claims by 46% between 2016 and 2020. An analysis of time series and
aregression and correlation analysis are performed in the paper. These methods confirm a decreasing
trend in the number of total debts and a decreasing proportion of paid debts over time, in contrast
to the ratio of outstanding debts, which has been increasing over time. Lastly, they also identify
variability in the structure of social security benefits, i.e., inconsistency in the share of individual
benefits over the period under review. Social expenditures are fundamental to state spending, but
addressing their potential misuse is a sensitive political issue. From an economic perspective, this
paradoxical situation leads to overlooking potential resources that could be potentially available
through the elimination of purposeful exploitation of the social system, leaving the question
of the frequency of purposeful claiming unanswered. Any potential political decision to reduce social
expenditures, without an economic evaluation of the frequency and volume of purposefully claimed
benefits from the social system, may not be optimal.
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1. Introduction

The abuse of social security benefits is a topic that is discussed rather guardedly at the political level.
Also, articles in the media describe the issues in terms of mentioning the possibility of abusing non-
insurance social security benefits by claimants who are either forced to behave in this way — for
example, by the black labour market — or are enabled to do so by imperfect laws. From the ordinary
citizen’s point of view, it is easy to come to believe that the deliberate abuse of social security
benefits by claimants is an insignificant or even trivial issue that does not need to be addressed.
However, the OECD (2020) summarized that frauds in social security benefits programmes can
negatively influence the vital services referring to the estimated amounts of frauds realized by
the state authorities of France (425 million EUR in 2014) and the United States (647 million
EUR in 2015). Another study (van Stolk and Elmerstig, 2014) declared that the economic costs
of social security system mistakes can be considerable, stating that in certain OECD countries,
from 5% to 10% of the social support can be allocated wrongly. An older comparison (van Stolk
and Tesliuc, 2010) showed that the level of frauds and errors in the social area declared by selected
OECD countries (Canada, the UK, Ireland, New Zealand and the USA) lies between 0% and 7%,
depending on the country and the type of social security benefit. Nevertheless, the same review
(van Stolk and Tesliuc, 2010) pointed out that social support in India did not reach the intended
beneficiaries in the amount from 31.6% to 53.5%.

We aware of many ways of possible abuse (e.g., insufficient control of benefit use, the role
of social security benefits as a substitute for insufficient use of other instruments to support
the population, efc.), which motivates us to analyse the number of debts arising from unjustified
payments of non-insurance social security benefits and the number of such payments, or more
precisely to evaluate the success rate of the recovery of these social security benefits into the state
budget using a case study of the Czech Republic.

The paper is divided into six sections: the Introduction explains our motivation for addressing
the issues. Section 2 describes the focus of research performed in the given area worldwide, and
Section 3 defines the data acquisition method, including the processing methods. This is followed by
the Results section, which evaluates the total volume of debts in the specified period and compares
it with the total volume of debts repaid, extinguished, written off and submitted for collection.
The hypotheses defined are then tested thanks to the previous analyses of the individual benefits.
The following sections characterize the research limitations and summarize the significant findings.

2. Literature Review

Following the negative impacts not only of the recent financial crisis but also of the COVID-19
pandemic on public finance in many countries, there is great interest in studying attitudes
to identifying effective policies to increase the public support and social security programmes,
including the aspect of benefit efficiency (Moro-Egido and Solano-Garcia, 2020).
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According to Davydov (2017), the “Welfare State” is a crucial concept in the social policy
theory, which the author uses to mean the public social services of the state, and Poticek (1999),
in his book titled “Social Policy”, directly states that in such a state, “Each of its citizens receives
at least a certain recognized minimum of social support and assistance in various life situations
that potentially or currently threaten him/her or their family”. The basic social policy measures
of the state are legislative acts having a broad reach that influence the entire population or only
specific groups (Krebs et al., 1997), the identification of funding sources and organisational
instruments that will implement the social policy. One of the social policy measures in the Czech
Republic is the social security system, divided into insurance and non-insurance social security
benefits.

The entitlement to non-insurance social security benefits in the Czech Republic does not
depend on any contribution of the beneficiary to the state system; the benefits are paid from
the state budget and these benefits are intended to increase the income of low-income households,
to provide them with a certain standard of housing or to improve the quality of facilities for
children (Maaytova et al., 2015). This model can be viewed as a provision model based on broader
solidarity and redistribution of resources (between the ill and the healthy, the old and the young,
etc.) (Tomes, 2001).

In the case of the Czech Republic, the non-insurance social security benefits include public
assistance benefits in material distress (subsistence allowance, housing allowance, extraordinary
immediate assistance), state social security benefits (child allowance, parental allowance, childbirth
allowance, funeral allowance, housing allowance) and foster care benefits (allowance to cover
the child’s needs, allowance upon fostering a child, allowance upon the termination of foster
care, foster parent’s remuneration, allowance for the purchase of a passenger car), benefits for
persons with disablement (mobility allowance, special equipment allowance) and benefits for
persons dependent on the assistance of another person. Since January 2012, the Czech Labour
Office has been paying all non-insurance social security benefits. The objective is to help people
in difficult situations that they cannot cope with on their own. These situations are referred to by
law as “social events”, constituting an entitlement to the benefit and its payment (Celedova and
Cevela, 2020). However, all the laws stipulating the conditions for entitlement to a non-insurance
social security benefit and its payment also impose the obligations on the claimants to comply
with them during the period of entitlement to the benefit and its payment. Failure to comply with
these obligations may lead to the withdrawal of the benefit, the reassessment of the entitlement
to the benefit and, in the case of a benefit already paid, to an overpayment which the claimant is
obliged to repay. The abuse of benefits can be regarded as deliberate abuse, where the law allows
provision of a benefit to someone who was not entitled to receive it (Prisa et al., 2014).

The abuse of social security benefits as a principal research topic is based on the fact presented
in Karl’s (2001) research — namely that one of the main arguments which underlies the criticism
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of benefit programmes and the call for fundamental changes stems from the assumption that many
beneficiaries cheat and consequently the public acceptance of these programmes decreases. Early
detection of fraud is the basis for dealing with debt collection; therefore, the intensity of auditing
should automatically increase with the benefit amount (Appelgren, 2019). The parametric studies
conducted by Lin et al. (2020) quantify the arguments that reducing audit errors and increasing
supervision can help reduce fraud losses.

The results of the multiple regression in the study by Fijwala et al. (2014), carrying out
research on English respondents, suggest that the recent history of unemployment was not
a significant predictor of the perceived increase in benefit frauds — this is only indicative of a high
Machiavellianism score. In practice, however, individuals are far more likely to condemn benefit
frauds than tax evasion. In their opinion, the importance of public finance in individuals’ lives,
along with the perceived prevalence of illegal behaviour, is important when comparing attitudes
and behaviour towards public finance crime across countries (Cullis et al., 2015).

Benefit programmes have long been overlooked in social policy research (Morris,
2023). Currently, some scientific studies focus on the disproportionality in granting of social
security benefits in relation to regions (Sales-Fonseca and Otero, 2023; Tervola et al., 2023),
on the insufficient valorization of social security benefits due to inflation (Hartmann-Cortés, 2022)
or examining relationships between the level of social security benefits and financial vulnerability
(Subova, 2023). The topic of abuse of social security benefits can therefore be identified
as an important scientific gap that needs to be filled.

3. Data and Methodology

The article was prepared using data as of 31 July 2021, which were synthesized from the appli-
cation programmes of the Labour Office of the Czech Republic. Every Czech Labour Office was
asked for available data by the authors. Nevertheless, the Labour Office of the Czech Republic
currently has no comprehensive programme that would track the volume of assessed debts for
the entire Labour Office and their further processing according to the settlement method and type
of benefits. The benefit processing (entering applications, granting or denying the entitlement
to benefits, payment of benefits and assessment of debts) is divided into two application
programmes. Foster care benefits, state social security benefits and benefits for persons with
disabilities are processed under the OKcentrum programme (with nationwide interconnection).
The benefits for those in material distress and care allowances are processed under the OKnouze/
OKsluzby [in English they could be called OKdistress/OKservices] programme (only with
local interconnection at one specific workplace). According to the internal service regulations,
the debts are tracked and subsequently settled only at the regional workplace where they
originated, which has made it necessary for the authors to synthesise data from the 14 regional
branches of the Labour Office.
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The data on debts incurred on individual benefits and the data on how they were settled were
analysed for the period from 2016 to 2020. Within this period, the following hypotheses were
tested:

H.: The total debts show a downward trend.

H,: The trend of repaid debts is increasing faster (or decreasing more slowly) than the trend
of total debts, which indicates a higher efficiency of collecting debts.

H.,: The structure of total debts in terms of individual benefits is constant over time.

The first assumption will be verified by calculating a base index with 2016 as the base and
a chain index. The base index is used to compare the development of values against the base
period, i.e., (#/t); values below 100 indicate a decrease, and values above 100 indicate an increase
against the base period. The chain index is used to compare the development of values compared
to the previous period 1 — 1, i.e., (¢/t — 1); values below 100 indicate a decrease, and values above
100 indicate an increase compared to the previous period (Andél, 2019).

The time series analysis will also include a cointegration and causality test in EViews.
Cointegration is a statistical property of combinations of variable time series. If two or more
time series are individually integrated, but one of their linear combinations has a lower order
of integration, then the series are cointegrated. The test of cointegration determines whether there
is any relationship between the observed series that could be represented by the cointegration
equation (Andél, 2019). Afterwards, it is also appropriate to perform a causality test to determine
whether there is a conditional relationship between the series. The following ones were performed:

a) The Engle-Granger cointegration test — this two-step test runs two regressions; the second one
is run on the first differentiable variable from the first regression, and the delayed remainders
are included as a regressor (an explanatory variable) (And¢l, 2019). This test was performed
on all combinations of time series with the “debts” variable.

b) The Granger causality test is used to decide whether the time series influence each other.
The test determines causality, i.e., whether one time series helps forecast the next one, and
measures the ability to predict future values of a time series using previous values of another
time series. Thus, only “predictive causality” is searched for. A time series is causally related
to another one if it is shown on lagged values by t-tests and F-tests that the values of the series
give statistically significant information about the future values of the other series (Kiivy,
2012; Srdi¢, 2013).

Moreover, the correlation and regression coefficients were determined and tested in the SPSS
program. Correlations can be determined using the Pearson correlation coefficient, which mea-
sures the strength of the linear dependence between two quantitative variables. Its values range
from —1 to +1, with extreme values indicating absolute dependence. The sign indicates the direction
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(the plus sign indicates a direct correlation, while the minus one indicates an indirect correlation).
The statistical significance of the coefficient, and therefore of the tested dependence, can be de-
termined using the test and its corresponding p-value. If the p-value is lower than the selected
significance level (usually 5%), the dependence measured by the coefficient is considered
statistically significant. The coefficient value directly indicates the intensity of the correlation
(Cleophas and Zwinderman, 2021). The regression analysis is used to observe a given dependent
quantitative variable’s dependence on one or more independent quantitative variables. It aims
to describe this dependence using a suitable model; most often, it is an equation; thus, it is a linear
model. The F-test determines whether the model is appropriate, by detecting whether the dependence
is present at the chosen significance level a, usually 5%. Whether all variables in the model are
significant is determined by individual #-tests on their parameters. Parameters should be excluded
if they are not significant or if some variables intercorrelate highly and the multicollinearity
of the input variables invalidates the model. A high-quality model is defined by the highest value
of the R? regression coefficient, which indicates the proportion of the explained variability by the given
model (Cleophas and Zwinderman, 2021). Moreover, the Durbin-Watson test was performed, which
verifies the autocorrelation of residuals in a regression analysis model. The values of the test range
from 0 to 4, with a value of 2 indicating no autocorrelation detected in the sample. Values between
0 and 2 indicate positive autocorrelation, while values between 2 and 4 signify negative autocorrela-
tion. Values between 1.5 and 2.5 represent a normal state of residuals (Hindls et al., 2007).

4. Results
4.1 Development of debts over time

The development of total debts can be analysed in terms of the development of their values and
the values of their respective components over time, namely using growth coefficients, and also
in terms of the development of their structure over time.

Table 1 clearly shows that the amount of debts has been decreasing over time, as has
the amount of repaid debts and other components. However, the amount remaining to be paid has
been increasing. This is also evident in the development of the growth coefficients, where the base
index of debts is below 100 and has been declining over time, and the base index of the item
“repaid” is below 100 and has been decreasing over time faster than that of debts. However,
the base index of the “remains to be paid” component is above 100 and has been increasing over
time. This corresponds with the chain indices, where the chain index for debts is below 100 and
has been declining year on year over time, just as the “repaid” items that are below 100 and, with
the exception of 2019, have been declining year on year. However, for the “remains to be paid”
component, the chain indices are always above 100 and tend to increase year on year over time.
This indicates a trend where the debts are decreasing over time, and the repaid ones are decreasing
by a larger amount, while the ones remaining to be paid are increasing by a larger amount.
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Table 1: Development of total debts over time and its individual components in terms

of settlement method

Total amount

2016 2017 2018 2019 2020
Debts in CZK 321,227,137 | 317,557,148 | 285,776,466 | 238,329,827 |173,581,525
Repaid 247,129,613 | 221,478,536 190,765,014 | 175,046,025 | 115,116,065
Remains to be paid 14,187,341 16,912,970 20,102,668 31,325,977 | 42,894,764
Written off 8,525,652 9,058,291 19,883,643 3,333,955 653,084
Extinguished 13,677,383 11,323,383 6,228,389 3,586,255 1,523,695
Submitted for collection 37,707148 | 58,783,968 48,796,752 25,037,615 | 133,939,170
%
Debts % 100 100 100 100 100
Repaid % 76.9 69.7 66.8 734 66.3
Remains to be paid % 4.4 53 7.0 13.1 247
Written off % 2.7 29 7.0 1.4 0.4
Extinguished % 4.3 3.6 2.2 1.5 0.9
Submitted for collection % 1.7 18.5 17.1 10.5 77
Base index (t/t)
Debts (t/t,) 98.9 89.0 74.2 54.0
Repaid (t/t)) 89.6 77.2 70.8 46.6
Remains to be paid (t/t)) 119.2 141.7 220.8 302.3
Written off (t/t,) 106.2 233.2 391 7.7
Extinguished (t/t) 82.8 45.5 26.2 11.1
Submitted for collection (t/t)) 155.9 1294 66.4 35.5
Chainindex (t/t-1)
Debts (t/t—1) 98.9 90.0 83.4 72.8
Repaid (t/t-1) 89.6 86.1 91.8 65.8
Remains to be paid (t/t- 1) 119.2 118.9 155.8 136.9
Written off (t/t— 1) 106.2 219.5 16.8 19.6
Extinguished (t/t-1) 82.8 55.0 57.6 42.5
Submitted for collection (t/t— 1) 155.9 83.0 51.3 53.5
Source: Authors’ own calculations
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Based on the growth coefficients, it can therefore be concluded that the proportions of all debt
components such as “repaid”, “written off”, “extinguished” and “submitted for collection” have
been decreasing over time, while the proportion of the “remains to be paid” component has been
increasing. Over the five years, the proportion of repaid debts fell from % to % and, conversely,
the proportion of debts remaining to be paid rose from 4% to %4, as can be seen in Figure 1.

Figure 1: Development of total debts and individual components by settlement
method over time
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Source: Authors’ own elaboration

All combinations of time series with the “debts” variable were tested using the Engle-
-Granger cointegration test. The null hypothesis of the absence of cointegration was not rejected
anywhere, i.e., one particular equation cannot be found between any of the pairs; thus, the pairs
of series are not considered to be cointegrated. The paired Granger causality test tested the bilateral
causality. In the case of pairs of series with the “debts” variable, only one direction of causality is
always applicable, namely whether the “debts” cause any of the other series; therefore, the other
directions were excluded. All the tests for cointegration that could be performed did not prove
any cointegration or causality. Therefore, we further consider the time series to be mutually
uncorrelated and, thus, not having the ability to predict each other’s future values well.
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4.2 Results of correlation and regression analysis

Since the cointegration of the individual time series combinations with the “debts” variable has
not been proven, there is no cointegration correlation between the individual pairs of series, nor
has the suitability of the series for predicting other values been demonstrated. Therefore, it is
not possible to infer anything about the interdependence of the series by testing the correlation
between the series; however, it is possible to determine the strength of the correlation coefficients
between the univariate series and thus compare the strength of the similarity between the series.
After that, the correlation coefficients are determined for all pairs of time series. As the normality
ofthe data is not rejected using both the Shapiro-Wilk and Kolmogorov-Smirnov tests, we consider
the condition of the normally distributed data for the Pearson correlation analysis to be satisfied.

The correlation was examined using the Pearson correlation coefficient. The coefficients
marked in yellow were statistically significant (their p-value is below 0.05), but given the fact
mentioned above of not confirming the cointegration of the time series, nothing can be inferred
about the dependence of these series. In this case, the coefficients are used to compare their
strength with each other and to compare how strong the similarity between the series is.

Table 2: Correlation coefficients for debt components

Repaid |To be paid| Written Extinguished | Debt collection
in total in total | off in total in total in total
Pearson correlation 0.973** (0.996)** 0.614 0.924* 0.869
!)ebts Sig. (2-tailed) 0.005 0.000 0.271 0.025 0.056
in total
N 5 5 5 5 5
Pearson correlation (0.967)** 0.467 0.950* 0.737
Repaid Sig. (2-tailed) 0.007 0.428 0.013 0.156
in total
N 5 5 5 5
Pearson correlation (0.665) (0.914)* (0.857)
Tobepaid | o 5 ailed) 0.221 0.030 0.063
in total
N 5 5 5
Pearson correlation 0.361 0.735
Written off | _. .
in total Sig. (2-tailed) 0.550 0.157
N 5 5
. Pearson correlation 0.700
Extin-
guished Sig. (2-tailed) 0.188
in total
N 5

** Correlation is significant at the 0.01 level (2-tailed), * Correlation is significant at the 0.05 level (2-tailed).

Source: Authors’ own calculations
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The “debts” series is most similar to the “remains to be paid” series (the coefficient is
—0.996), then to the “repaid” series (the coefficient is 0.973) and also to the “extinguished”
series (0.924), but there is no similarity with the others. The series mentioned above are also
similar to each other, with the “repaid” item being more similar to the “remains to be paid”
item (the coefficient is —0.967) than to the “extinguished” item (0.950) and the latter being
even less similar to the “remains to be paid” item (the coefficient is —0.914). The positive
coefficients mean a positive proportion, i.e., an increase in one increases the other. Conversely,
the negative coefficients mean an inverse proportion, i.e., an increase in one decreases the other.
Since the sum of all the other series gives the “debts”, the development of the variables should
complement each other. However, the interesting fact here is that logically, as “repaid” debts
decrease, debts “to be paid” increase, but these also increase as “debts” decrease, so although
the total amount of “debts” decreases, the “remains to be paid” item does not only decrease, but
it even increases.

The regression model of the total debts trend is parabolic, which means that the regression
equation is also a quadratic function, where the 7-period is also in the power form of # . This model
explains 99.9% of the variability and is appropriate according to the F-test (the p-value is below
0.05). All the beta regression coefficients are statistically significant in the model (the p-value
is below 0.05) and show that the value of total debts decreases with the subsequent time unit 7.
The representation of the quadratic trend can be seen in Figure 2, along with the displayed
prediction for one more year according to the quadratic trend function. The result of the Durbin-
Watson test for autocorrelation is 2.790, indicating a slight negative autocorrelation.

The regression models of the individual debt components include, in addition to the linear
function of time ¢, total debts as a basis (instead of the constant) from which their amount is
derived. Thus the model is adjusted for the effect of changes in the amount of total debts, and
the development over time can be better observed. In the case of these models, it is not essential
whether all the regression coefficients are statistically significant, as we are not interested
in an exhaustive model explaining all the variability of a given variable or in a trend function
suitable for predictions; instead, we are interested in the trend of the individual components
depending on the amount of total debts and on time. By increasing the total debts by one
unit, each of the components will also increase by a certain proportion. The next period of ¢
(year) in such a model, which is adjusted for the effect of the base amount (total debts) with
a positive regression coefficient, will increase the given component and, on the other hand,
decrease if the regression coefficient is negative. All components decrease over time, but debts
to be settled increase.
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Figure 2: Development of total debts with regression trend function predicting
1 year and development of amounts of individual debt components in terms of their

settlement
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Table 3: Regression models of individual debt settlement categories based on total
amount of debts over time

Unstandardized coefficients | Standardized
Model coefficients t Sig.
B Std. error beta
Coefficients - dependent variable: Repaid_in total
Total debts 0.742 0.034 1.037 21.764 0
t —2,863,760.905 2,804,673.728 —0.049 —1.021 0.382
Coefficients - dependent variable: Remains to be paid_in total
Total debts 0.007 0.012 0.073 0.624 0.577
t 7,662,937.381 967,129.825 0.933 7.923 0.004
Coefficients - dependent variable: Written off_in total
Total debts 0.041 0.019 1.052 2.112 0.125
t —827,227.933 1,591,415.708 —-0.259 —-0.520 0.639
Coefficients - dependent variable: Extinguished_in total
Total debts 0.044 0.004 1.392 10.192 0.002
t —1,496,297.990 353,881.680 -0.577 —4.228 0.024
Coefficients - dependent variable: Collection_in total
Total debts 0.166 0.032 1.131 5.232 0.014
t -2,475,650.553 2,618,130.889 -0.204 -0.946 0.414

Source: Authors’ own calculations

The model of repaid debts explains 99.8% of the variability. Each additional unit of total
debts means an increase in repaid debts by 0.742 units. The regression coefficient for the period ¢
(year) is negative and thus implies a decrease in repaid debts over time. The result of the Durbin-
Watson test for autocorrelation is 2.172, indicating the absence of autocorrelation in the residuals.
The model of debts remaining to be paid explains 98.5% of the variability. Each additional
unit of total debts means an increase in the debts to be paid by 0.007 units. The regression
coefficient for the period 7 (year) is positive and therefore implies an increase in debts to be paid
over time. The result of the Durbin-Watson test for autocorrelation is 1.396, indicating a slightly
positive autocorrelation in the residuals. The write-off model explains 73.6% of the variability.
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Each additional unit of total debts means an increase of 0.041 units in the debts written off.
The regression coefficient for the period ¢ (year) is negative and therefore implies a decrease
in the debts written off over time. The result of the Durbin-Watson test for autocorrelation is 2.429,
which indicates the absence of autocorrelation in the residuals. The model of extinguished debts
explains 98.0% of the variability. Each additional unit of total debts implies an increase of 0.044
units in the extinguished debts. The regression coefficient for the period ¢ (year) is negative and
therefore implies a decrease in the extinguished debts over time. The result of the Durbin-Watson
test for autocorrelation is 1.550, which indicates the absence of autocorrelation in the residuals.
The model of debts submitted for collection explains 95.0% of the variability. Each additional
unit of total debts means an increase of 0.166 units in the debts for collection. The regression
coefficient for the period 7 (year) is negative and therefore implies a decrease in the debts for
collection over time. The result of the Durbin-Watson test for autocorrelation is 1.918, which
indicates the absence of autocorrelation in the residuals.

Using the base and chain indices, it is clear that the amount of total debts is decreasing.
Using the quadratic regression function, it has been confirmed that this is a downward trend.
Therefore, hypothesis H| of the decreasing amount of total debts has been confirmed.

Using the base and chain indices, it is evident that repaid debts are declining slightly
faster than the total debts and, conversely, that the outstanding debts are not only declining but,
in fact, increasing. This is also demonstrated by the development of the structure of total debts
in terms of payments, where the proportion of repaid debts is decreasing while the proportion
of outstanding debts is increasing. Also, the regression function of the trend of individual
components in terms of payment based on the total amount of debts and the trend over time
is decreasing for almost all components; only for the outstanding debts is the function rising,
indicating an increasing trend over time. Hypothesis /1, that the process of collecting debts is
getting more efficient has not been confirmed.

4.3 Development of debt structure in terms of individual benefits

The individual debts must be classified according to the type of non-insurance social security
benefits and the specialized department in which they were incurred. Table 4 below shows
the breakdown of debts from 2016 to 2020.

While the total amount of debts has been decreasing over time, the amount of all their
components by individual benefits has not. Therefore, the structure of total debts in terms
of individual benefits changes over time. Parental allowance constitutes the most significant
component of debts (about %4 and this proportion is constant over time. The other significant
components are “Housing allowance” (about 17%) and also “Subsistence allowance” (about 20%)
and their proportion fluctuates over time. The percentage of the “Care allowance” (about 12%)
has been increasing over time, while the percentage of the “Supplementary housing allowance”
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(approximately 6%) and the “Extraordinary immediate assistance” (about 2%) have been decreasing.

The proportions of “Special equipment allowance” (about 7%) and “Child allowance” (about 4%)

rather fluctuate over time. The other debt components account for an insignificant part of total debts.

Table 4: Structure of total debts in terms of individual benefits over time (CZK)

Structure of debts 2016 2017 2018 2019 2020
Department of Benefits for Persons with Disablement and Care Allowance
Mobility allowance 1,190,560 1,092,000 1,583,300 1,662,300 1,489,266
Special equipment allowance 20,851,852 24,788,444 27,812,132 11,381,048 5,135,365
Care allowance 24,450,456 36,675,684 27,506,764 33,619,380 30,563,072
Department of State Social Security and Foster Care Benefits
Foster parent’s remuneration 1,714,756 1,998,679 1,359,223 2,149,065 2,076,559
:'e':“i";a“‘e tocoverthechild’s | 1563 | 4089671 | 3445560 | 4,429,805 | 3434557
:2:}’;’:"“ upon fostering 37,000 8,000 8,000 0 0
::':‘;’::s‘:ng’;t:‘:rp“rChase 1637807 | 1,812,696 | 1715935 | 1,979,258 | 1,591,091
Allowance upon 0 25,000 0 25,000 0
the termination of foster care ! !
Child allowance 12,090,060 11,161,682 9,912,588 9,377,938 8,427,631
Parental allowance 81,383,740 75,008,585 71,409,756 60,180,461 44,776,499
Childbirth allowance 686,000 662,000 428,000 466,000 353,000
Funeral allowance 0 5,000 0 10,000 0
Housing allowance 56,140,189 51,158,220 43,216,748 40,449,985 36,100,439
Department of Material Distress
Subsistence allowance 27,622,567 92,149,640 70,136,100 61,294,767 29,884,613
:Hopfv:*':‘:“tary housing 69,798,667 | 87108307 | 18,608,513 | 8124307 | 9,390,460
::‘:{;‘;;‘f:a’y immediate 19,580,920 | 8,813,540 | 8,633,847 | 3,180,513 358,973
Debts in total 321,227,137 317,557,148 285,776,466 238,329,827 |173,581,525
Source: Authors’ own elaboration based on the Labour Office of CR (2022)
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The information found suggests that the highest volume of overpayments was recorded
in the Department of State Social Security and Foster Care Benefits, i.e., 49%. The Department
of Material Distress accounted for 32% of the overpayments, and the Department of Benefits for
Persons with Disablement and Care Allowance accounted for 19% of the overpayments.

Figure 3: Development of structure of total debts in terms of individual benefits over
time (%)

100 6.1 2.8 3.0 Extraordinary immediate assistance
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6.5 .
90 Supplementary housing allowance
21.7 1 Subsistence allowance
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c of a passenger care
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l Foster parent's remuneration
0
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Source: Authors’ own elaboration

The graphical representation of the development of the structure of total debts in terms
of individual benefits clearly shows that the structure changes over time. While the proportion
of debts for some benefits remains constant, for others, it decreases over time and for yet others,
it increases, indicating an uneven trend in the development of debts for each benefit. Therefore,
hypothesis H, that the structure of total debts is constant over time has not been confirmed.

5. Research Limitations

The effort to draw attention to the issues of collecting debts arising from the abuse of the system
of non-insurance social security benefits should not be seen as an attempt to delegitimize
the more general objective and purpose of the welfare state. Thus it is not an attempt to question
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the deservedness of social security benefits by beneficiaries in general, as Lundstrom (2013), for
example, suggests. However, when addressing these issues, we need to be aware of the contextual
interconnectedness of the social security system — in line with the results of Moro-Egido and
Solano-Garcia (2020), which suggest that policies aimed at deterring benefit frauds (such
as higher penalties and more frequent benefit investigations) and focusing on effective collection
of misused benefits increase the willingness of high-income earners to pay taxes, and thus
the size of the welfare state. The impact of the media (national, sub-national, regional and local
newspapers, mainstream television, TV documentaries, web outputs and radio) on the extent
to which the public is influenced has been demonstrated in numerous studies (e.g., most recently,
Gavin, 2021).

This quantitative research provides a comprehensive picture of what is missing in the Czech
Republic, which should be complemented by follow-up qualitative studies and similar research
in other countries for the purpose of comparative analyses.

6. Conclusion

This study has shown that abuse of non-insurance social security benefits by clients does really
exist. The most convincing arguments are the amounts of debts that have been assessed to clients
in decisions and that have been paid, collected, or otherwise settled by the Labour Office itself.

Using the base and chain indices, it is evident that the amount of total debts from non-insurance
social security benefits in the Czech Republic is decreasing and the quadratic regression function
of'the trend has confirmed that this is a downward trend. Repaid debts are decreasing slightly faster
than the total debts and the outstanding debts are not only decreasing, but on the contrary, they are
increasing. Similarly, the regression function of the individual components in terms of repayment
on the basis of the total amount of debts and the trend over time has a decreasing trend for almost
all components, only for the outstanding debts is the function increasing, indicating an upward
trend over time.

In the period under review, the highest overall number of debts was incurred for parental
allowance (CZK 332,759,041), which is a part of the system of state social security benefits.
The second benefit, with a 16% lower volume of assessed debts, is the subsistence allowance
from the system of material distress benefits (assessed at CZK 281,087,687). The third benefit,
for which 32% fewer debts were assessed than for parental allowance, is the housing allowance
(CZK 227,065,581), also from the system of state social security benefits. The proportion of debts
for some benefits has remained constant, while for others, it has been decreasing over time, and
for yet others, it has been increasing over time, indicating an uneven trend in the development
of debts for individual non-insurance social security benefits.
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The responsible institutions have implemented no sophisticated control mechanisms focused
on the subsequent evaluation of abuse of the non-insurance social security benefits in the evaluated
period; there have not been any system changes in the debt write-off noticed by the authors either.
However, the sensitive political aspects can theoretically potentially influence the clerks’ approach.
Nevertheless, the main part of justification for identified trend and structural changes might
be found in changing behaviour of beneficiaries under the current circumstances in the Czech
Republic. This preliminary conclusion might be supported by the results of previous research
(Tunley, 2011), stating that the benefit frauds are motivated by need or greed, with opportunity
frequently acting as a significant stimulus. Moreover, macroeconomic aspects might be relevant
too. Verification of the reasons for the achieved results, relating to the Czech case, is a challenge
for future research.

References

Andél, J. (2019). Statistické metody. 5" edition. Prague: Publishing MatfyzPress.
ISBN 978-80-7378-381-5.

Appelgren, L. (2019). Optimal auditing of social security benefit fraud: a case study. Empirical
Economics, 56(1), 203-231, https://doi.org/10.1007/s00181-017-1356-9

Cleophas, T. J., Zwinderman, A. H. (2021). Regression Analysis in Medical Research: For Starters and 2nd
Levelers. Berlin: Springer Publishing. ISBN 978-3-030-61393-8.

Cullis, J., Jones, P, Lewis, A., et al. (2015). Do poachers make harsh game keepers? Attitudes to tax
evasion and to benefit fraud. Journal of Behavioral and Experimental Economics, 58, 124-131,
https://doi.org/10.1016/j.socec.2015.08.003

Celedova, L., Cevela, R. (2020). Laskavy privodce po socidlnich sluzbdch. 2™ edition. Prague:
Karolinum. ISBN 978-80-246-4553-7.

Davydov, S. A. (2017). 3a6oTa o 6narononyunmn nogaaHHbIX B paHHUX rocygapcTax (Zabota
o blagopoluchii poddannykh v rannikh gosudarstvakh). Journal of Social Policy Studies, 15(4),
643-650, https://doi.org/10.17323/727-0634-2017-15-4-643-650

Fijwala, S., Palasinski, M., Shortland, N. (2014). The basic determinants of perceived increase
in violent, sexual and benefit fraud crimes. Safer Communities, 13(4), 180-188,
https://doi.org/10.1108/SC-07-2014-0010

Gavin, N.T. (2021). Below the radar: A U.K. benefit fraud media coverage tsunami — Impact,
ideology, and society. British Journal of Sociology, 72(3), 707-724,
https://doi.org/10.1111/1468-4446.12809

Hartmann-Cortés, K. (2022). Sould we uprate social security benefits for inflation as a matter
of Article 1 Protocol 17 European Journal of Social Security, 24(4), 319-341,
https://doi.org/10.1177/13882627221147276

Politicka ekonomie, 2023, 71 (5), 536-554, https://doi.org/10.18267/j.polek.1401 552



Articles: Recovery of Claims Arising from Abuse of Non-insurance Social Security Benefit System

Hindls, R., Hronov4, S., Seger, J., et al. (2007). Statistika pro ekonomy. 8™ edition. Prahonice:
Professional Publishing. ISBN 978-80-86946-43-6.

Karl, A. (2001). The perception of “benefit fraud” and the acceptance of benefits for unemployed
people. Soziale Welt, 52(3).

Krebs, V., Burdisova, J., Polakova, O., et al. (1997). Socidlini politika. Prague: CODEX Bohemia.
ISBN 80-85963-33-7.

Kfivy, I. (2012). Analyza ¢asovych fad. Ostrava: Ostravska univerzita v Ostravé. Available at:
httpss://web.osu.cz/~Bujok/files/ancas.pdf

Labour Office of the CR (2021). Application database OKcentrum, OKnouze, OKsluzby
[software]. Prague: Labour Office of the Czech Republic. Available at:
httpss://socpos.mpsv.cz/posvvaclient/iokposkytovatel.html

Lin, S-Y., El-Tawil, S., Aguirre, B. E. (2020). Computational Simulation of Benefit Fraud and Community
Resilience in the Wake of Disaster. Natural Hazards Review, 21(4),
https://doi.org/10.1061/(ASCE)NH.1527-6996.0000407

Lundstrom, R. (2013). Framing fraud: Discourse on benefit cheating in Sweden and the UK. European
Journal of Communication, 28(6), 630-645, https://doi.org/10.1177/0267323113502737

Maaytov4, A., Ochrana, F., Pavel, J., et al. (2015). Verejné finance v teorii a praxi. Praha: Grada
Publishing. ISBN 978-80-247-5561-8.

Moro-Egido, A. I, Solano-Garcia, A. (2020). Does the perception of benefit fraud shape
tax attitudes in Europe? Journal of Policy Modeling, 42(5), 1085-1105,
https://doi.org/10.1016/j.jpolmod.2020.01.008

Morris, Z. A. (2023). A Framework for Evaluating the Adequacy of Disability Benefit Programs and its
Application to the US Social Security Disability Programs. Journal of Social Policy,
https://doi.org/10.1017/50047279422000745

OECD (2020). Countering Fraud in Social security benefit Programmes: Taking Stock of Current
Measures and Future Directions. Paris: OECD Publishing, httpss://doi.org/10.1787/71df2657-en

Potlicek, M. (1999). Krizovatky ceské socidlni reformy. Prague: Sociologické nakladatelstvi.
ISBN 80-85850-70-2.

PrGsa, L., Visek, P, Jahoda, R. (2014). Alchymie nepojistnych socidlnich ddvek. Prague: Wolters Kluwer.
ISBN 978-80-7478-530-6.

Sales-Fonseca, N., Otero, U. B., Koifman, R. J., et al. (2023). Accident and social security benefits
granted to cancer patients in Brazil, 2008-2014. Ciéncia & Saude Coletiva, 28(2), 447-458,
https://doi.org/10.1590/1413-81232023282.11532022EN

Srdi¢, S. (2013). Applied Time Series Analysis. Panoeconomicus, 60(1), 133-137.

Subova, N. (2023). Comparison of EU Countries Based on Social Policy Instruments to Mitigate
Financial Vulnerability of Households. Politickd ekonomie, 71(1), 23-45,
https://doi.org/10.18267/j.polek.1377

Politicka ekonomie, 2023, 71 (5), 536-554, https://doi.org/10.18267/j.polek.1401 553



Articles: Recovery of Claims Arising from Abuse of Non-insurance Social Security Benefit System

Tervola, J., Mesidislehto, M., Ollonqvist. J. (2023). Smaller net or just fewer to catch? Disentangling
the causes for the varying sizes of minimum income schemes. International Journal of Social
Welfare, 32(2), 133-148, https://doi.org/10.1111/ijsw.12553

Tomes, 1. (2001). Socidlni politika: teorie a mezindrodni zkusenost. 2" edition. Prague: Socioklub.

Tunley, M. (2011). Need, greed or opportunity? An examination of who commits benefit fraud and
why they do it. Security Journal, 24, 302-319, httpss://doi.org/10.1057/sj.2010.5

Van Stolk, C., EImerstig, H. (2014). The Economic Cost of Social Security Fraud and Error. A Question
of Measurement and Definition. Cambridge: RAND Europe. Retrieved from:
httpss://www.rand.org/pubs/corporate_pubs/CP806.html

Van Stolk, C., Tesliuc, E. (2010). Toolkit on Tackling Error, Fraud and Corruption in Social Protection
Programs. RAND Europe Working Paper No. WR-746-WB. Retrieved from:
httpss://www.rand.org/pubs/working_papers/WR746.html

Politicka ekonomie, 2023, 71 (5), 536-554, https://doi.org/10.18267/j.polek.1401 554




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


