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Abstract: Inequalities in the wealth of the population are part of every society's life.
The unequal distribution of household incomes is considered to be one of the main
causes of socio - economic disparities, not only from a social but also a territorial point
of view. Household income disparities and their impact on economic growth are
therefore a highly debated topic. We live in a modern society, whose living standards
are constantly growing, however today we also meet groups of people who are still at
risk of poverty, despite growing living standards. The main objective of the
contribution is to analyze and evaluate the living conditions of the population in the
regions NUTS 2 in the Czech and Slovak Republics in the interest of the design of
measures to effectively reduce social inclusion poverty, or inclusion of marginalized
population groups into society.
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Introduction

In 2004, the Czech Republic together with Slovakia became part
of an important community of the European Union. However,
this important step required a number of pre-accession measures.
Today, the Czech Republic, together with the Slovak Republic,
is part of an important community already in the second
programming period 2014-2020, with the aim of "Supporting
social inclusion, combating poverty and any discrimination”.
The European Union, with the support of the member states in
the conflict against poverty, social exclusion and discrimination,
seeks to strengthen the inclusive nature and cohesion of
European society, in order to allow all citizens equal access to
available resources and resources. Given the continuing poverty
that currently affects up to 80 million community citizens, the
European Union is also supporting this idea in its Europe 2020
strategy. As part of this strategy, the Czech Republic and
Slovakia, as Member States, have set a national target of
excluding up to 200,000 people from the risk of poverty. In view
of the ever-increasing number of people at risk of poverty or
social inclusion, measures must be taken not only to permanently
reduce the unfavorable economic situation of the population but
also to increase the quality of life and access to the opportunities
offered by modern society (Pauhofova, 2016; Eurépa 2020).

Objective and Methodology

The main objective of the contribution is to evaluate and
compare the living conditions of the population in the Czech
Republic and the Slovak Republic from the point of view of
NUTS 2 regions. The contribution focuses in its essence on
assessing socio-economic indicators in order to identify the
causes that lead to the deepening of poverty and social inclusion
of the population. The purpose of the contribution is to propose
objective measures to reduce the number of people at risk of
poverty and social inclusion, as well as measures aimed at
removing socio-economic disparities between regions. The
benefit of examining this issue is, above all, the need to point out
the persistent differences in society with the need to find
solutions to help vulnerable groups.

In addition to the main goal, we also set a number of partial
goals that will contribute by:

a) analyzing demographic and socio-economic factors
affecting the level and quality of life of households in the
individual regions of the Czech and Slovak Republics,

b) processing statistical
calculations,

c) processing of results and the identification of causes and
problems related to the emergence of disparities,

d) subjective evaluation of the obtained results and by
designing effective measures for their solution.

data for the need to perform

In order to meet the main objective, together with its partial
objectives, it was necessary to choose appropriate techniques and
methodologies that include the application of statistical methods
and techniques for efficient data processing and the
interpretation of the obtained results.

The methodology of post-processing consists of the following
steps:

a) analysis of theoretical and empirical surveys, scientific
articles and monographs focusing on the issues of social
inclusion, poverty and living conditions of the population,

b) analysis, acquisition and processing of statistical data and
data from demography, labor market and social conditions,

¢) processing, analysis and evaluation of statistical indicators
and results of mathematical and statistical methods such as:
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d) comparison of processed data with the application of
graphical methods,

e) recapitulation of the results obtained, suggestions and
recommendations using the method of induction and
deduction.
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1 Living conditions and income inequality

Living conditions are among the main indicators of social group
characters in society. Different approaches of social groups to
wealth sources create inequalities. Inequality belongs to the
socio-economic aspect that determines the way and quality of
life of an individual or group, but also the position in society
(Marger, 2011).

The term "living conditions” can also be understood as a set of
factors and circumstances that directly affect the way and quality
of life of the individual or group. From a theoretical point of
view, however, several authors prefer the concept notion of
"living standards” (Constanza, 2007).

Tucek (2003) defines the standard of living as the satisfaction
rate of material and non-material needs, or the desire of the
individual. These are a number of factors that relate to income
levels, quality of employment, level of education, availability
and quality of housing.

Recently, the concept of quality of life in social sciences has also
been applied in relation to the question of living standards. The
term quality of life characterizes the way of life, which is related
to the qualitative aspect and the standard of satisfaction of the
material and non-material needs of the people. Quality of life is
the result of living standards, i.e. the interaction of health, social,
economic, or environmental conditions related to human life
(Kahneman, Krueger 2006).

One of the conditions determining the level of human quality of
life is income. Income not only enables the satisfaction of needs,
but also defines the very standing of a person in society. Income
is a variable that indicates the total amount of household or
individual income over a certain period of time (Constanza,
2007).

However, in professional papers (e.g. Gerbera 2012), it also
refers to income criticism as an indicator of poverty and relies on
known facts. For example, the current income does not capture
all the resources available to the household (savings) or that it
might have available (the ability to borrow). It does not say
anything about how the household spends income, what
consumption patterns it has, and possibly liabilities that affect
them (debts). In addition, the currently measured low income
may be a temporary, atypical situation that does not
fundamentally occur in the standard of living. As Perry (2002)
notes, the relationship between actual income and living
standards is not straightforward. Hold generally is a well-known
fact that the living standards of two households with the same
income may (fundamentally) differ.

Income inequality has increased significantly since the late
1970s, but currently available evidence of inequality between
assets is mixed (Saez, Zucman, 2016). Income inequality is due
to differences in the economic activity of the society. For this
reason, income inequality is understood as a different position in
the level of money and wealth distribution. It pertains not only
the individual, but also groups of individuals or regions (Charles
- Coll, 2011).

The unequal distribution of wealth in society is also due to
historical developments. Terms such as wealth or poverty have
been used in antique and Roman culture. Already during this
period, people defined their property and attributed value to
material goods. These terms have begun to be applied by
recognizing the differences in the developmental assumptions of
the territory, but also the differences in education and the ability
to use resources or diversity in the development of ethnic culture
or the emergence of inventions (Brady, Burton, 2016).

Defining wealth is very demanding, and that is why there are
several approaches to identifying it. Under material appreciation
of wealth can be understood as the amount of money or tangible
property; on the contrary, from the non-material point of view, it

is possible to define such as non-material or spiritual property
(Barro, 2000).

Wealth, therefore, provides a form of social security, protection
against a sudden decline in the standard of living, in case of loss
of employment. Wealth represents a certain amount of resource
accumulation, it differs not only between companies, but also
within individual layers and regions (Barro, 2000).

On the contrary, poverty is defined as the lack of resources of an
individual or a group. Poverty can be perceived as a socially
constructed category and not as something that can be
determined by an external observer, regardless of the conditions
and values of society (Van den Bosch et al 1993). In this sense,
poverty is considered a social problem. It is, however, known
that poverty as a negative social phenomenon does not threaten
all groups of the population equally. There are many social strata
that are at risk of poverty much more than others. Among the
most vulnerable layers are low-skilled labor, incomplete
families, long-term unemployed, Roma ethnicity and others
(Namesny a kol., 2012).

However, if poverty is considered a situation of absolute
deprivation, the poverty line will usually be defined as being
independent of the general style of life in society (Holtfreter,
2006).

Smith et al. (2010), define in relation to poverty also social
inclusion as a process that provides opportunities and the
necessary resources for those at risk of poverty in order to
increase living standards and participate actively in economic,
social and cultural life in society.

Increasing inequality can lead to rising relative poverty, which as
Gerbry (2010) points out, one of the commonly-used indicators
of living standards.

According to experts from the Social Situation Observatory
(2009), the interest in income inequality also derives from the
assumption that large inequalities can be reflected in the
weakening of social cohesion, increased income inequality in the
next generation or even weaker economic growth. This fact that
societal differences in wealth distributions occur in individual
population groups has prompted many scientists to reflect on the
origins of their causes. One of the most popular indicators of
measuring the inequality of wealth distribution in society is the
Gini coefficient developed by Italian statistician and
demographer Corrado Gini. Apart from the Italian demographer,
however, also other scientists have been investigating income
inequality. Among the most famous were the American
economist Max O. Lorenz with his Lorenzo curve, Henri Theil,
but also many others (Veselovska, 2015).

2 Living conditions and income inequality in the Czech
Republic and the Slovak Republic

The Czech Republic and the Slovak Republic have, in addition
to their common history, very similar social conditions and
development assumptions, but have since passed through great
political and economic changes that have led to differences in
the living standards and wealth of the population. Both countries
are currently fighting the persistent socio-economic disparities
between the regions. The living standards and income levels of
the head regions is several times higher than in the other regions.
The problem remains that the number of people at risk of
poverty remains rising. For this reason, countries in their
development strategies are also striving for their permanent
reduction.
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Table 1: Territorial breakdown of the Czech Republic and the
Slovak Republic by NUTS 2

NUTS 2 REGIONS
SLOVAK REPUBLIC

CZECH REPUBLIC
Praha
Stiedni Cechy
Jihozapad
Severozapad

Bratislava

Zapadné Slovensko

Severovychod

Stredné Slovensko
Jihovychod

Stredni Morava

_— Vychodné Slovensko
Moravskoslezsko

Source: Own processing based on EUROSTAT data

Table 1 shows the territorial - administrative breakdown of the
Czech Republic and the Slovak Republic from the point of view
of the administrative - administrative division NUTS 2. This
breakdown is the basis for the definition of statistical territorial
units. Under the conditions of the European Union, we
distinguish a total of 5 levels of administrative-territorial
division from NUTS 1 (state) to NUTS 5 (cities and
municipalities).

Chart 1 demonstrates population growth in the Czech Republic
and the Slovak Republic. Under the conditions of the Czech
Republic, the number of inhabitants grew slightly during the
monitored period. Among the most populous regions in the
Czech Republic are the South-East and the Northeast.

In the conditions of Slovakia, as in the case of the Czech
Republic, there was a slight increase in the population, with
Western and Eastern Slovakia among the most populous regions.

Chart 1: Population development in the Czech Republic and the
Slovak Republic
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Chart 2 demonstrates the development of the unemployment rate
in the NUTS 2 regions in the Czech Republic and the Slovak
Republic. In the conditions of the Czech Republic,
unemployment rates declined throughout the period under
review in all NUTS 2 regions. The long-term lowest
unemployment rate was identified in the Prague region of 2.9%,
while the highest level of unemployment was identified in the
Moravian-Silesian region of 4.7%.

In the Slovak Republic, the same trend was observed in the drop
in the unemployment rate, but compared to the Czech Republic,
Slovakia is significantly behind in unemployment. The
unemployment rate in the regions of Slovakia is twice as high as
in the case of the Czech Republic. The long-term lowest
unemployment rate has been identified in the Bratislava region
of 4.2%, on the contrary, East Slovakia is, despite the gradual
decrease of the unemployment rate in the long-term at 12%.

Chart 2: Unemployment rate in the Czech Republic and the
Slovak Republic in %
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Chart 3 Total disposable income of households shows the
development of household incomes in individual NUTS 2
regions.

The household income available in the Czech Republic had an
increasing tendency over the monitored period, with a slight
decrease at the end of the monitored period. The total disposable
income in the Czech Republic currently stands at € 1,000. The
highest level of income was identified in the households of the
Prague region of 1300 €, on the other side the lowest level of
income was identified in the Northwest region of 850 €.

In the conditions of the Slovak Republic there was a slight
increase in household income over the period under review.
While at the beginning of the monitored period, the total
disposable household income reached € 700, reaching € 1000 at
the end of the monitored period. The highest income is achieved
by the inhabitants of the region of Bratislava region and the
lowest level of income achieved was identified in the region of
Central Slovakia during the monitored period.

Chart 3: Total Disposable Income of Households in the Czech
Republic and Slovakia in €

Hverage disposable Income CR Average disposable Income SR

1600 we
140 160
1m 0
1000 1w
80
. UL [T
B Biow
00 -
- B g niots
DIl yg 00
Fov 00
FoES L ﬁ ra,
& o & ‘PJ' i |
¥ & \
Ey ;‘é 9 P I a—-

ko Sevenste  Jowendie  Sevensio

Source: Own processing based on EUROSTAT data

Chart 4 shows the development of the poverty rate of the
population in the regions of the Czech and Slovak Republics. In
the conditions of the Czech Republic, the rate of poverty
increased, with the exception of the Southwest Region, the
Southeast Region and the Central Moravia region, where the rate
of poverty risk was decreasing. The highest share of the
population at risk of poverty was recorded in the Northwest
Region of 14.7% and in the Moravian-Silesian Region 17.8%,
while the lowest share of the population threatened by poverty
was recorded in the region of Central Bohemia 6.3% and in the
region of Prague 7.6%.

In the Slovak Republic, the increase in the share of the
population at risk of poverty was somewhat milder. In the
Bratislava region, the lowest level of risk of poverty, along with
a decreasing trend, was recorded during the monitored period.
On the contrary, the highest share of the population at risk of
poverty was identified in Slovakia in the region of Eastern
Slovakia 16%.
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Chart 4: Poverty risk in the Czech Republic and the Slovak
Republic in eastern regions in %
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Chart 5 shows income inequality between NUTS 2 regions in the
Czech Republic and the Slovak Republic. The income inequality
is expressed in this case using the Gini coefficient. The Gini
coefficient values are expressed in a range from 0 to 1, with the
value 0 representing the absolute equality in incomes, while the
value 1 represents the maximum differential in the income of the
population.

When comparing the Czech Republic and the Slovak Republic
as a whole, we identify the widening differences in household
income. In the Czech Republic, the highest level of income
differentiation was found in Prague, while the lowest differences
in household income were identified in the Moravian-Silesian
Region.

In the Slovak Republic, income differences are somewhat
deeper. The highest income inequality was recorded in the
Bratislava region during the monitored period, while the lowest
level of income differentiation of households was identified in
the Eastern Slovakia Region.

Chart 5: Gini coefficient - income inequality in the Czech and
Slovak Republics
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Chart 6 shows income inequality expressed through the Lorenz
curve, with the horizontal axis capturing the cumulative shares
of the population divided into intervals according to the
equivalent income, and the vertical axis captures the cumulative
share of their total wealth according to the cumulative sums of
their equivalent disposable income. The situation regarding the
distribution of wealth in the Czech and Slovak Republics is very
similar. In the conditions of the Czech Republic, lower
differences in household incomes were identified than in the
Slovak Republic, which can also be noticed by the shape of the
curves. While 40% of revenue in the Czech Republic is
accounted for by 60% of households in the Slovak Republic,
40% of the income accounted for 65% of households. The
income inequality is somewhat higher in the conditions of the
Slovak Republic than in the Czech Republic.

Chart 6: Lorenz curve (income inequality in Czech Republic
and Slovak Republic 2016)
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Figure 1 shows the results of the scoring method, which was
applied as an indirect method of measuring and comparing the
economic level of the regions. In its applications, we have
selected NUTS 2 regions as a comparison of spatial units, and
we have identified a set of indicators to help us characterize their
level of development. For our needs, we chose indicators of
unemployment, average disposable income, and poverty risk.
We have assigned the appropriate number of points in each
region to the value of these indicators, and we chose the highest
score in any of the regions as a basis for comparing each
indicator. We then assigned 100 points to the highest value. At
the same time, this value serves to compare with other evaluated
regions and stands out as the basic variable. This value will,
therefore, be compared with the values achieved for each
indicator in the regions. By evaluating the level of the indicators
in each region and adding the points of their evaluation we
achieved an overall score, on the basis of which the regions can
be further sorted, either in a simple order according to the total
point value, or sort by certain categories according to the
selected score points (Belajova, Fazikova, 2005).

Based on the 3 rated indicators (year 2016), a maximum of 300
points could be achieved. After evaluating and comparing the
results, the region Praha with a total of 261 points were
identified as economically the most developed region, the
Central Bohemia region with 252 points gained second place and
the Bratislava region with 247 points is on the third place. On
the other hand, the regions of Slovakia were identified as the
least economically developed regions, namely the Eastern
Slovakia with a total of 104 points, the Central Slovakia region
with a score of 120 points, and the three regions of the least
economically developed regions, the Czech Moravian-Silesian
Region with a score of 142.

Figure 1: Pointing method for measuring and comparing the
economic level of the regions

.

Chart 7 shows the result of a regression analysis that suggests
that the regression function has a decreasing course. The
confidence equation is as follows: y = -0,3968x + 1,8186 at the
determination coefficient R2 = 0,2809.

Source: Own processing
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Chart 7: Average Growth Coefficient Logarithm
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The overall conclusion of beta convergence is that in the
monitored period of time, the twelve regions of the Czech and
Slovak Republic tended towards convergence, as the regression
line development was negative or the line has a decreasing slope.
It can be said that the calculated value of the determination
coefficient does not exceed the 50% threshold, which is the low
level of demonstrativeness of the data being evaluated.

Chart 8: Correlation diagram
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Chart no 8 is a convergence chart where the regions are divided
into four quadrants. In the first quadrant there is the Region of
Bratislava with an excessive initial value of income and an
excessive growth rate. It tends to move away from of value from
other regions. In the second quadrant there are the regions of
Western Slovakia, Central Slovakia and Eastern Slovakia. In this
section of the diagram, there are regions with below average
beginning value of income and with above average growth rate
of income. They tend to move into the space of the first
quadrant. In the third quadrant there are regions with lower
average initial value and with lower average growth rate of
income. In our case, none of the regions surveyed is in the third
quadrant. In the fourth quadrant all regions of the Czech
Republic are located, which shows above average initial income
values, but also a below-average growth rate. It can also be noted
that income inequality between regions in the Czech Republic is
lower in comparison with regions of the Slovak Republic.

Conclusion

One of the current phenomena of society is the ever-increasing
differences between the rich and the poor. Despite many efforts
we still do not reduce social differences. These differences take
on an increasingly broader territorial dimension. On the basis of
analyzes of the data obtained, it is only possible to confirm the
statements of scientists who fear that the society does not try to
reduce differences to support equality, but the contrary. Of
course, the society is moving forward, raising living standards,
increasing income, declining unemployment, but the problem is
that these conditions are not equally accessible for everyone
across the regions. Particularly in the central regions, there is a
rapid economic growth associated with job and income growth,
while in peripheral and less developed regions, people have a
shortage of job opportunities and they lose their income. There
are several ways to reinforce efforts to eliminate income
inequalities. Several experts in this field, therefore, recommend
that they focus their efforts on:

= ensuring an effective system of taxation,

= ensuring a more equal access to education and improving
learning outcomes,

= raising employment rates by motivating and accessing jobs
with higher financial ratings,

= creating a global financial register to prevent wealthy people
from hiding their wealth in tax havens.
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