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Abstract: Creating conditions for a sustainable level of quality of life for older people is considered
the dominant priority when setting up the pension system with an emphasis on the income situation
of Slovak seniors for old-age pensions. An old-age pension as a systemic benefit is an important
element in maintaining the quality of life of older people. The amount of old-age pensions is currently
at the center of discussions between institutions and the Government of the Slovak Republic. A major
social but also economic problem in the coming decade will be how to maintain the income of older
people, pensioners, needed to ensure their sustainable quality of life. In particular, it is necessary
to ensure that pensioners receive sufficient income so that they do not become a population at risk
of poverty as the groups at risk of poverty or social exclusion also includes people over the age of
65. The paper focuses on the analysis of the socio-economic situation of Slovak pensioners in the
Slovak Republic in connection with material deprivation. At the same time we analyze the Christmas
contribution as a non-systemic benefit which, on the one hand, has a positive social impact on the
recipients of pension benefits who are entitled to the Christmas benefit but, on the other hand, has a
negative impact on the general government budget.

Keywords: Christmas allowance; poverty; solidarity; sustainability; welfare state; quality of life

1. Introduction

Research on quality of life in recent years is extensive in many countries, proving that it has a
place in the social sciences [1-3]. It includes economic, social, and above all living conditions, as well
as material security, political freedom, independence, and social justice [4-12]. Pigou (1924), as one of
the first scientists in the context of discussions on economics and social well-being, mentioned the
term "quality of life" [4]. Most of the quality of life research has been conducted in the United States
and focused on exploring satisfaction, happiness, and well-being. The theoretical model of quality
of life as "good life" was created by Lawton [5]. Holkova's research into quality of life was based on
the theory of consumption. Among other things it focused on examining the relationship of savings
and spending over the life cycle with a view to maintaining an adequate standard of living during
retirement [1]. The increase in the number of older people is an urgent problem in today’s society, as it
also entails increased costs for the health system and social security. Politicians in the Slovak Republic
also target retirement households as potential voters and are therefore willing to support non-systemic
measures. The Government of the Slovak Republic has already taken this path in 2006 and in its
program statement it has committed itself to provide Slovak seniors with a Christmas contribution
differentiated according to their pension according to the financial possibilities of the state budget.
Already in 2006, the Government of the Slovak Republic undertook in its Program Statement to provide
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Slovak seniors with a Christmas allowance differentiated according to the amount of their pension and
according to the financial possibilities of the state budget. The aim of the government was to improve
the social situation of recipients of old-age and disability pensions. Our goal is to analyze in detail the
legislative and technical process of paying the Christmas allowance in the Slovak social system and at
the same time to point out its non-systematic nature.

2. Theoretical Background

The high rates of economic growth, the development of new technologies, and the growth of
industrial production have led to quality of life becoming associated with the negative impacts of
economic development on the environment. The issue of quality of life gradually came into the
environment as a broadly conceived approach, oriented not only toward the state of the environment
but also on the overall state of society. In this way, critics of unlimited economic growth have expressed
concern about the future conditions for human life. In the 1960s, the Rome Club linked the issue of
quality of life to the global problems of a deteriorating environment. Galbraith [13], in the context of
increasing consumption, used the term quality of life in response to mass consumption. Rostow [14]
examined the phases of economic growth and assumed that after a massive mass consumption stage,
society would move to the search for a new quality of life, but this was not fulfilled.

In the 1960s and 1970s, the concept of quality of life also began to be used in sociology to highlight
the need to seek new ways of assessing quality of life by using indicators that take into account the
social context and assess not only objective but also subjective perceptions of one's own quality of
individual life [15]. At that time, sociology introduced the concept of social indicators describing the
objective conditions of life of society.

Psychology has been gradually introduced into the study of quality of life. Psychology is interested
in the overall subjective evaluation of life from a position of an individual, analyzing factors influencing
their subjective feeling. It monitors the quality of life through cognitive and emotional dimensions.
The cognitive dimension consists of conscious and rational evaluation of life while the emotional
dimension affects emotional experience. Thus, quality of life began to be monitored in the context of
well-being, which is a subjective approach to quality of life, i.e., subjective evaluation. Discussions
on quality of life have been conducted both in the UK and in the US where the first research was
conducted. Scientists focused mainly on the content and definition of this term. Many contradictory
opinions and concepts have emerged. Most of them were futuristic, focused on models of future
perspectives of way of life. The trend of the 1970s and 1980s became the so-called post-materialism,
which emphasized the value of quality of life, where priority was given to civil liberties, personality
development, leisure time development, and tourism.

In the 1990s, research into quality of life further expanded with a view to a thorough definition
of the theoretical foundations of quality of life and the development of indicators that would allow
quantifying the quality of life in its complexity. Discussions on defining the importance of quality of life
in the context of sustainable development have been renewed. The basis of this theory is quality of life
is determined primarily by the highest number of possible ways of satisfying the individual’s desires,
achieving maximum yield and usefulness [16]. Laluha understands quality of life as a socio-economic
category that is tied to the satisfaction of needs, and quality of life depends on the height, nature,
and structure of the needs being met [17]. According to Lehman, quality of life is a subjective factor
manifested by a feeling of well-being depending on personal characteristics (age and sex), objective
indicators (e.g., level of financial income), and subjective indicators (e.g., satisfaction with financial
income) [18]. An important part of quality of life is from an economic point of view: the standard of
living which is measured by means of significant economic indicators such as income, expenditure,
consumption, and household equipment. Income comes from economic activity during an active
working life. In retired families, these are savings, but especially old-age pensions. In addressing the
quality of life of Slovak pensioners, we focused on the phenomenon of standard of living defined in by
the Economic Encyclopedia [19] as "the degree of satisfaction of people’s life needs and a summary of
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conditions arising from social relationships in which these needs are satisfied". Standard of living is
used as an analytical tool to monitor the living conditions of the population to study its socio-economic
status and to measure the satisfaction of life needs. It is necessary to realize that the practical assurance
of quality of life is a social and political problem and, therefore, the low level of pension benefits is
subsidized by the Government of the Slovak Republic, mainly from the means of general taxation in
the form of a Christmas allowance to pensions. It follows that quality of life does not have a uniform
definition and research focuses on several areas of life, housing conditions, living needs, environmental
conditions, and rest and recreation conditions, as well as social comfort. The quality of research
into retirement age is an important area. Assessing the quality of life of older people is increasingly
important not only because of the increasing number of older adults but also because of the increase in
life expectancy and technological advances in medicine [20].

We are of the opinion that the standard of living plays an important role in assessing the quality
of life, as well as the practical assurance of the quality of life is above all a social and political problem.
Standard of living was used from the outset as an analytical tool for monitoring the living conditions
of the population. The indicators of the living standard describe basic aspects of poverty and social
exclusion and allowed the main risk areas and their impact on poverty and social exclusion to be
identified, which we will discuss in the next section.

The cost of retirement households, covering their living needs as well as the cost of state social
security systems, are increasing. In the next part of the research we focused on the quality of life of
retired households in the context of retirement incomes. Adequacy of pensions is closely linked to the
well-being of people and the social sustainability of the pension system [21].

3. Socio-Economic Situation of Slovak Pensioners’ Households

Solidarity can be defined as the voluntary renunciation of part of one’s own surplus or advantage
in favor of one who is deficient or disadvantaged [22,23].

According to Keller [24], the functioning of society would not have been possible without some
degree of solidarity; the author even argues that solidarity is a prerequisite for the very existence of
society. Solidarity between different population groups (especially between the rich and the poor)
is a manifestation of the social model applied in each country. At present, help through charitable
organizations is not enough but the solidarity of the rich and the poor must also be reflected in the
social model as one of the foundations of the construction of society. The welfare state is a unique
phenomenon in each country as it reflects certain specific historical, cultural, economic, political,
and other conditions. The welfare state has grown up as a means of economic and political stabilization
and job creation. As the Danish social theorist G. Esping-Andersen [25] writes, it is not possible to
imagine a welfare state that does not, in one way or another, distribute income and resources. Today,
however, it is highly costly and confronted with changes such as aging and is, therefore, under pressure
to be rebuilt. The welfare state in Slovakia has profiled itself as a system orientated by its social policy
primarily to dampen social impacts on the living conditions of people and to fulfill the protective
function. In building its system, Slovakia followed the Bismarck system and built social protection
mainly on the insurance model.

The welfare state in Slovakia has become a frequently used and debated term in recent years,
especially in connection with the direction of reforms, also the left-wing of governmental power
which sought at least partial decomodification by strengthening solidarity and introducing various
social benefits where we clearly include the Christmas contribution. The welfare state is not only a
professional but political term, too.

The welfare state focuses on social policy areas aimed at responding to the social risks of a citizen
(e.g., old age) or to the possible negative consequences a citizen faces (e.g., disability). At the same time,
its aim is to eliminate the social consequences that may result in the poverty of vulnerable groups [26].
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The concept of social exclusion is closely linked to the concept of poverty. Both of these concepts
are closely related yet, even if they partially overlap, they are not identical phenomena. They differ in
the causes and individual dimensions, as well as how they are manifested [27].

The problem of poverty and social exclusion has not been the focus of EU member states for quite
a long time. It was not until the 1970s and 1980s that, in times of economic crisis, joint, coordinated
action on combating poverty appeared. The European Commission (EC) considers poor people to be
families and groups of people whose material, cultural, and social resources are so limited that they
exclude them from the minimum accepted standard of living of the member state in which they live.
In the Slovak Republic, the term “poverty” was defined in the National Action Plan of Social Inclusion
2004-2006 of the Slovak Republic and was based on the approach of the European Commission [28].

The share of people at risk of poverty or social exclusion in the Slovak Republic decreased from
2005 to 2009 (from 32.0% to 19.6%). The economic crisis saw a slight increase (to 20.6% in 2010 and
2011). Since 2012, indicators in Slovakia have been improving. Since 2014, the trend of decreasing
the percentage of people at risk of poverty or social exclusion has continued. In 2017, 16.3% of the
population in Slovakia was at risk of poverty or social exclusion, which is below the EU average
(22.5%) [29,30].

Since 2008, 255,000 people have been lifted out of poverty or social exclusion, thus fulfilling
Slovakia’s Europe 2020 target to reduce the number of people at risk by at least 170,000 by 2020
(Figure 1). However, there are population groups that are more at risk, not only in Slovakia but in
other EU countries, as well. These are mainly children from socially disadvantaged backgrounds and
the Roma minority. Children were three times more at risk of poverty compared to those aged 65 and
over. Groups at risk of poverty or social exclusion also include single-parent families, people with
disabilities, and homeless people. In general, the proportion of people at risk of poverty is gradually
decreasing with increasing age. This is mainly due to the setting up of the social protection system and
expenditure, e.g., social transfers, including old-age and survivors' pension benefits. The impact of
social transfers, including old-age and survivors’ pension benefits, on reducing poverty risk was up to
66.5% [30].
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Figure 1. The degree of risk of poverty or social exclusion Slovak Republic and EU (%). Source: Created
by authors on date [30-32].

The amount of old-age retirement pensions is lower than incomes from individuals” economically
active period. The decrease in incomes of households of pensioners decreases the possibility of meeting
the needs of pensioners” households, which is also negatively influenced by the growth of consumer
prices, which in June 2019 increased by 2.6% in total compared to 2018.

The Government of the Slovak Republic also responds to this fact with the valorization of pension
benefits. For 2018 to 2021, a minimum rate of valorization of pension benefits was introduced.
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Pensioners increase their pension benefits by the percentage of the year-on-year growth in consumer
prices of pensioners” households, at least by a fixed amount determined as 2% of the average amount
of the respective type of pension. Starting in January 2020, approximately 88% of seniors will valorize
their pension benefit for pension inflation, which is 2.9%. The remaining pensioners will increase their
pension by a fixed amount corresponding to 2% of the average amount of the pension in question,
which is €9 for 2020.

Thanks to this measure, below-average retirement pension benefits will grow faster and may
dampen the decline in the income of pensioners” households as up to 6.9% of people aged 65 and over
live at risk of poverty (Figure 2).

Degree of severe deprivation in housing

The degree of unmet need for medical examination or -
treatment

Level of severe material deprivation _

Poverty risk rate

The degree of risk of poverty or social exclusion _
| |

Figure 2. Social exclusion indicators, 2017 (% of population). Source: Created by authors on
date [29,30,32,33].

The 55-75 years old age group has experienced the greatest increase in incomes over the last
20 years and pensioner poverty has declined very rapidly in many countries, so it is now below the
average in the OECD population [33]. Over the past 20 years, average old-age pensions in Slovakia
have been in the order of 43 to 48 percent of the average wage in a given year. For comparison, while in
1991 the average old-age pension amounted to €67, the average gross monthly wage in the economy
was €125. Currently, retirement pension beneficiaries have an average pension of €444 and an average
wage of €1013 (Figure 3).
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= Average amount of old-age pension solo - to 31 December in € (1991-2005 converted at 30,126 SKK)

Average monthly gross wage in the Slovak economy

Share of the average amount of old-age pension to the average wage in % (gross)

Figure 3. Relation between the average amount of old-age pension solo (as of 31 December) and
average monthly wage in the Slovak economy. Source: Created by authors on date [34].
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Despite the fact that Slovak seniors do not belong among the most vulnerable populations affected
by poverty, the Government of the Slovak Republic (Government of the SR, 2006, p. 27) has set one
of its goals to raise their standard of living through a Christmas allowance [35]. On the contrary,
child poverty has deepened and is currently above average in the general population. The results of a
survey in 2016 show that 21.4% of children aged 0-15 were at risk of poverty and compared to the
survey in 2015, the indicator increased by 0.6%. In the case of children 0-17 years, based on the results
of the Labor Force Sample Survey, their share in households without employment decreased from
9.3% to 7.7%. In this age group, according to The European Union Statistics on Income and Living
Conditions (EU-SILC) 2016 results, the percentage of those who live in households with very low
work intensity (occasional work) rose from 8% to 8.2%. This is despite the clear evidence that the
well-being of children is a key determinant of the quality of their adult life—how much they will earn,
how healthy they are, and so on. The increase in child poverty deserves more political attention than it
currently receives in many countries.

In the following part of the paper, we will discuss the genesis of legislative changes in the
Christmas pension as well as its merits. We will also focus on the financial impact of paying Christmas
pensions on public finances and, in particular, on the income situation of pension beneficiaries.

4. Materials and Methods

Through a theoretical analysis of domestic as well as foreign sources we defined dimensions
of quality of life in the context of a fiscal instrument for more than a ten-year observation period.
By analyzing the documents, we examined the legislative definition of the Christmas contribution.
Furthermore, in the empirical part, we used a secondary analysis on the basis of which we analyzed the
data on poverty of selected population groups. By using abstraction, we ignored some of the parts and
features of the subject matter in question so as to address only those characteristics that were essential
to our focus. We formulated the conclusions by generalizing on the basis of the examined indicators.

The Mechanism for Determining the Amount of the Christmas Allowance

The legislative conditions for the provision of the Christmas allowance are regulated by Act
No. 592/2006 on the provision of a Christmas allowance to certain pension beneficiaries and on the
amendment of certain acts, as amended [36]. The Christmas allowance is paid to the recipient of a
pension (retirement pension, early retirement pension, disability pension, social pension, widow’s
pension, widower’s pension, orphan’s pension, pre-qualified retirement pension, pre-qualified
retirement pension, retrained retirement pension, pre-qualified orphan’s retirement pension) resident
in the territory of the Slovak Republic, provided that the amount of the pension payable in December
of a calendar year does not exceed 60% of the average monthly wage in the economy of the Slovak
Republic reported by the Statistical Office of the Slovak Republic for the calendar year preceding.

In order to financially help more people in the Christmas period, which brings with it a higher
financial burden, in 2019, the ceiling for entitlement to the Christmas allowance was increased from
60% to 65% of the average monthly wage in the Slovak economy reported by the Statistical Office of the
Slovak Republic in the calendar year preceding the calendar year in which the Christmas allowance is
paid. The average monthly wage in 2018 was €1013.

In accordance with Article 1 § 1 section 8 of Act No. 592/2006 Z. z. amount of Christmas allowance:

(a) is € 200 if the amount of the pension or the total of pensions is no more than the minimum
subsistence figure for one adult natural person [D < ZM] (Notes: D is the amount of pension income,
ZM is the sum of the subsistence minimum for one adult natural person, M is the average monthly wage
in the economy of the Slovak Republic one year ago, VP is the amount of the Christmas allowance.)
(From 1 July 2019, the amount for the first adult natural person is €210.20, for the second adult natural
person is €146.64, and for a dependent child or dependent minor is €95.96),
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(b) shall be determined according to the formula:
VP =200 - 0.36 X (D — ZM) 1)

if the amount of the pension or the sum of the pension amounts is greater than the subsistence
minimum for one adult natural person and does not exceed twice the subsistence minimum for one

adult natural person
[ZM <D <2 x ZM] 2)

(c) is determined according to the formula:
VP = Max {174.52 — 0.36 x (D — ZM); 10} (3)

if the amount of the pension or the sum of the amounts of the pensions is more than twice the
subsistence minimum for one adult natural person; the amount of the Christmas allowance is at
least €10.

According to the Ministry of Labor, Social Affairs and Family of the Slovak Republic (2019),
the total number of persons concerned, including the Christmas allowances paid, was estimated at
approximately 1,30 million people in 2019. Compared to 2018, the number of Christmas subscribers
was expected to increase by approximately 72,000 people due to an increase in the entitlement to the
Christmas subsidy from €572.4 to €658.5. Total expenditure on the Christmas allowance was estimated
at around 154.3 million euros in 2019.

The Christmas allowance is paid by the pension payer (Social Insurance Agency) or one of the
authorities (Military Social Security Office, Customs Directorate of the Slovak Republic, Directorate
General of the Prison and Judicial Guard Corps, Directorate General of Railway Police, Ministry of
Interior, Slovak Information Service, and National Security Authority) to which the Christmas post
belongs. If the pension to which the Christmas allowance is paid is assigned to both the Social Insurance
Agency and the Office, the Christmas allowance is paid by the payer of the pension.

According to Article 1 § 1 par. 1 of Act No. 592/2006 Coll. as amended, a state social benefit does
not belong to a recipient of a pension residing in the territory of one of the states of the European
Economic Area and Switzerland except for a citizen of the Slovak Republic. Furthermore, the Christmas
allowance does not belong to a recipient of a pension resident in the territory of a contracting state,
as no Slovak social security agreement applies to this state social benefit.

In relation to the determination of the condition of residence in the territory of the Slovak
Republic, the Slovak Republic faced an action brought by the Commission before the Court of Justice.
The Commission based its legal opinion on the Regulation on the Coordination of the Social Security
Systems of the Member States of the Union Regulation (EC) No. 883/2004 (Regulation of the European
Parliament, 2004), which prohibits, in principle, discrimination on the basis of the criterion of the
state of residence [37]. In its judgment on 16 September 2015, the Court ruled that the granting of
the Christmas allowance is subject to precise and objective conditions which leave the competent
authorities no discretion as to the personal needs of the applicant. The Court also held that, although
the purpose of the Christmas allowance is to supplement the means of subsistence of persons who have
reached a certain age, it is also intended to improve the difficult social situation of other low-income
recipients. In those circumstances, the Court ruled that the Commission had not shown that the
Christmas allowance could be classified as an old-age benefit which, as a result, fell within the scope of
the regulation and, therefore, dismissed the action (Court of Justice of the European Union, 2015) [38].

5. Discussion

Pursuant to the Act No. 592/2006 Coll. on the provision of Christmas allowances to certain pension
beneficiaries and on amendments to certain laws, the Ministry of Labor, Social Affairs and Family of
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the Slovak Republic prepared a regulation of the Government of the Slovak Republic stipulating the
amount of Christmas allowances for the relevant year [36].

Government Regulation No. 603 of the Slovak Republic of November 2006 stipulated that the
amount of the Christmas allowance [39] was differentiated according to the amount of the pension
or the sum of the pension amounts as follows: 2,000 SKK (€66.39) if the amount of the pension was
up to 3,455 SKK (€114.69); 1,750 SKK (€58.09) if the amount of the pension or the sum of the pension
amounts was from 3,456 SKK (€114.70) to 6,910 SKK (€229.37); and 1,500 SKK (€49.80) if the amount of
the pension or the sum of the pension amounts was from 6,911 SKK (€229.38) to 10,365 SKK (€344.06).
In 2007, the Ministry of Labor, Social Affairs and Family of the Slovak Republic prepared the Order of
the Government of the Slovak Republic No. 489, which set the amount of the Christmas allowance [40]
per year for 2007: 2,000 SKK (€66.39) if the amount of the pension or the sum of the pension amounts
was up to 3,753 SKK (€124.58); 1,750 SKK (€58.09) if the amount of the pension or the sum of the sums
of pensions was from 3,754 SKK (€124.59) to 7,505 SKK (€249.12); and 1,500 SKK (€49.80) if the amount
of the pension or the sum of the pension amounts was from 7,506 SKK (€249.13) to 11,257 SKK (€373.66).
The average amount of Christmas allowance per recipient was 1,584 SKK (€52.58).

Act No. 463/2008 extended the range of beneficiaries of the Christmas allowance to beneficiaries
of solo widow's pension, solo widow's pension, and solo orphan's pension. In accordance with the
Act No. 463/2008, the Ministry of Labor, Social Affairs and Family of the Slovak Republic prepared
the Government Order of the Slovak Republic laying out the amount of Christmas allowance in 2008
in the amount of 1,500-2,000 SKK (€49.80-66.39), differentiated according to the amount of pension:
2,000 SKK (€66.39) if the amount of the pension or the sum of the pension amounts was up to 4,030 SKK
(€133.78); 1,750 SKK (€58.09) if the amount of the pension or the sum of the pension amounts was from
4,031 SKK (€133.79) to 8,059 SKK (€267.51); and 1,500 SKK (€49.80) if the amount of the pension or
the sum of the pension amounts was from 8,060 SKK (€267.54) to 12,088 SKK (€401.25). The average
amount of Christmas allowance per recipient was 1,623 SKK (€53.87).

In 2009, there were no legislative changes and for this reason the Ministry of Labor, Social Affairs
and Family of the Slovak Republic prepared the Order of the Government of the Slovak Republic No.
409, establishing the amount of the Christmas allowance per year 2009: €66.39 if the amount of the
pension or the sum of the pension amounts was up to €144.70, €58.09 if the amount of the pension or
the sum of the pension amounts was €144.80 to €289.30, and €49.80 if the amount of the pension or the
sum of the pension amounts was €289.40 to €433.90.

In 2010, the Christmas allowance payment mechanism was modified, which was more effective
than the Christmas allowance payment mechanism in previous years, as a more efficient escalation
of borders and amounts of the Christmas allowance were used, while the new concept took greater
account of lower income retirees. The total number of pensioners who received the Christmas allowance
in 2010 was 1,131,102 pensioners. In the Regulation of the Government of the Slovak Republic No. 409
of October 2010, the amounts of the Christmas allowance for 2010 were fixed at:

e €66.39, if the amount of the pension or the sum of the pension amounts was up to €186.20,

o €62.69, if the amount of the pension or the sum of the pension amounts was up to €186.30
to €223.40,

e  €58.95, if the amount of the pension or the sum of the pension amounts was up to €223.50
to €260.60,

e  €55.23, if the amount of the pension or the sum of the pension amounts was up to €260.70
to €297.80,

e €51.50, if the amount of the pension or the sum of the pension amounts was up to €297.90
to €335.10,

e €47.78, if the amount of the pension or the sum of the pension amounts was up to €335.20
to €372.30,
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o  €44.06, if the amount of the pension or the sum of the pension amounts was up to €372.40
to €409.50, and

e  €40.34, if the amount of the pension or the sum of the pension amounts was up to €409.60
to €446.70.

On 1 August 2011, Act No. 242/2011 Coll. fixed the limit of the amount of the pension benefit for
the Christmas allowance (60% of the average monthly wage in the economy of the Slovak Republic)
and linked the amounts of the Christmas allowance to the subsistence minimum: €66.39 if the amount
was the sum of the retirement pension beneficiaries' pensions at most in the amount of the subsistence
minimum for one adult natural person. However, if the amount of the retirement pension or the sum
of the pension recipients' sums was higher than the subsistence minimum for one adult natural person,
the amount of the Christmas allowance was calculated according to the formula: VP = 66.39 - 0.10 X
(D — ZM), where: VP is the amount of the Christmas allowance, D is the amount of the pension or the
sum of the sums of pensions and ZM is the amount of the subsistence minimum for one adult natural
person (€189.83).

Decree Act No. 293/2012 of the Ministry of Labor, Social Affairs and Family of the Slovak Republic
laying out the amount corresponding to 60% of the average monthly wage in the Slovak economy
for the year 2011, which was decisive for the Christmas allowance in 2012, entered into force on
1 September 2012. The amount in question was set at €471.60. Pensioners with a lower pension or
equal to €471.60 were entitled to a Christmas allowance in 2012.

The amount corresponding to 60% of the average monthly wage in the Slovak economy for 2012,
which was decisive for providing the Christmas allowance in 2013, was a measure of the Ministry of
Labor, Social Affairs and Family of the Slovak Republic No. 294/2013 fixed at €483. Pensioners with
a lower pension or equal to €483.00 were entitled to a Christmas allowance in 2013. The maximum
amount of the Christmas grant increased from €66.39 to €75.00. The Christmas allowance was calculated
according to the formula: VP = 75.00 — 0.10 x (D — ZM). (Note: In 2013, the subsistence minimum
amount for one adult natural person was €198.09.)

The year 2014 brought some changes in the payment of the Christmas allowance to pension
beneficiaries under Act No. 240/2014 Coll. In particular, the following changes were made:

e the maximum amount of the Christmas allowance increased to €87.26;
e the coefficient of 0.10 in the Christmas allowance formula was changed to 0.18, thus achieving
increased solidarity with low-income pension recipients;

e  pensions were taken into account:

»  received from the special system of social security for police and soldiers,
. received from abroad,
»  paid out of the old-age pension savings scheme; and

e the amount of the Christmas allowance was increased by €12.74 for recipients of the Christmas
allowance with retirement pensions up to €396.18—twice the subsistence minimum for one adult
natural person—qualified.

The Christmas allowance in 2014 was arranged created by for pensioners who had a pension
equal or lower than €494.40. The Christmas allowance was calculated in 2014 according to the formula:
VP =87.26 - 0.18 X (D — ZM).

In 2015, the amount of the Christmas allowance increased once again by €12.74 for recipients of
the Christmas allowance with the total amount of retirement pensions up to and including €396.18.
The entitlement to the Christmas allowance in 2015 included pensioners who had a pension less than
or equal to €514.80.

As the subsistence level did not increase in 2016, the individual amounts necessary to calculate
the amount of the Christmas allowance did not change. Expenditure for the payment of the Christmas
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allowance to some pension beneficiaries in 2016 (excluding supplements) was 77.4 million euros,
while in 2015 it was 77.2 million euros.

In order to improve the status of low-income pensioners, the Act No. 266/2017 Coll. was created.
A one-off increase in the amount of the Christmas allowance by €12.74 was granted in 2017 to those
Christmas benefit recipients whose sums of several pensions were up to twice the amount of the
subsistence minimum for one adult natural person. The amount of the Christmas allowance was
increased by €12.74 for recipients of the Christmas allowance with the total amount of pensions up to
and including €398.96. In December 2018, the Social Insurance Agency paid a Christmas allowance
to 1,179,494 pensioners in the total amount of €74,188,318.09 (Figure 4). The Christmas allowance
was calculated in 2018 according to the formula: VP = 87.26 — 0.18 x (D — ZM). (Note: In 2018,
the subsistence minimum amount for one adult natural person was €198.09.) The Christmas allowance
was increased by a single € 2.74 if the amount of the pension or the sum of the pension amounts was
€410.14 per month or less.

1,400,000 180,000
1,200,000 160,000
140,000
1,000,000
120,000
800,000 100,000
600,000 80,000
60,000
400,000
40,000
200,000 20,000
0 0
(e} ~ 0 [e)] o i o m < wn (o) ~ [ee) [e)}
o o o (o | i i i i i — Lo Lo i Lo
o o o o o o o o o o o o o o
o~ o~ (o] o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ (']

mmmm Number of pensioners receiving Christmas allowance

Expenditure on Christmas contribution in thousands €

Figure 4. Expenditure on Christmas allowance 2006-2019%. Source: Authors’ processing according to
data [39—47]. Note: expenditure on Christmas contribution 2019 was assumption of the Ministry of
Labor, Social Affairs and Family of the Slovak Republic; # including surcharge for previous years.

Based on the detailed legislative and technical process of the Christmas allowance as a non-systemic
benefit in the Slovak social system, we were able to clearly prove that seniors were not the main
group at risk of poverty. Furthermore, through the analysis we managed to show that some Slovak
politicians say that they are thinking of improving the quality of life of Slovak pensioners through
the transformation of so-called Christmas benefit for the 13th pension, but this is not true, as its
benefit for the elderly decreases from year to year, as evidenced by the values calculated in Figure 5.
Calculated figures show that Christmas pensions accounted for only 57.89% of the monthly pension
for people with the lowest pension in 2006 and only 14.47% of the monthly pension for people with
pension at the upper limit of the qualifying pension. In 2018, this ratio represented only 42.55% of
the monthly pension for people with the lowest pension level (or 48.76% with a one-off increase of
€12.74). For pension beneficiaries at the maximum level, it was only 3.70%, which is clearly not the
thirteenth pension.
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Figure 5. Ratio of Christmas allowance to monthly pension. Source: Authors’ own processing.
6. Conclusions

In the paper, we discussed the Christmas allowance as a new form of income increase in retirement
age, which should serve to maintain an adequate standard of living for Slovak seniors. The Christmas
allowance as a non-systemic benefit has a positive social impact on the recipients of pension benefits
who qualify for the Christmas benefit, but has a negative impact on the general government budget
(Figure 4) and at the same time it is not paid in a sufficiently targeted way since it does not take
into account the actual property situation of pensioners but only the amount of the old-age pension.
In particular, the government should provide financial support to those groups that are more vulnerable
to poverty, especially families with children.

The situation of children in Slovakia is not favorable. This is despite the economic situation in
2018 improving and the number of people at risk of poverty or social exclusion declining. Among
the demographic groups, it is children who are most at risk of income poverty in Slovakia. Persistent
poverty is twice as high in children up to 18 years as in the general population [48].

The higher risk of child poverty and in particular poverty and deprivation of single-parent
households and multi-child households is also related to the lower efficiency of social transfers
compared to the EU average. Social transfers reduce the poverty of children under 18 in the EU by 13.3
percentage points on average, in Slovakia only 8.4 percentage points [49].

Despite the fact that the group of pensioners does not belong to the category most at risk of
poverty, the Government of the Slovak Republic is gradually considering transforming the Christmas
contribution into the so-called 13th pension for recipients of pension benefits. However, the current
Christmas allowance cannot be considered the thirteenth pension, since it amounted to only 57.89%
of the monthly pension for people with the lowest pensions in 2006 and only 14.47% of the monthly
pension for people with a pension at the upper limit the pension is still paid. In 2018, this ratio
represented only 42.55% of the monthly pension for people with the lowest pensions (or 48.76% with
a one-off increase of €12.74). For pension beneficiaries at the maximum level, it was only 3.70%,
which is clearly not the thirteenth pension (Figure 5). However, it is not yet known whether there
would be so-called the thirteenth full pension paid to all pension beneficiaries in future, or if it would
depend, for example, on the amount of the subsistence minimum. The first option would have a
significant positive impact on the incomes of beneficiaries of all types of pensions, as well as on
increasing the rate of replacement of pensions to the average wage, while avoiding discrimination,
as it would be granted to all pension beneficiaries. The disadvantage of this alternative is, in particular,
a considerable widening of the deficit of the Social Insurance Agency, which is already an issue. At the
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same time, this would be a non-systemic measure, as the provision does not result from the actuarial
principle applied in the pension system and at the same time the element of solidarity is disappearing.
The second alternative, which is based on solidarity, also shows positive aspects in the form of a
positive impact on the incomes of the lowest pensioners, as well as an increase in the replacement rate
of this group of pensioners. The negative side of this alternative is the clear dissatisfaction of higher
income pensioners, the deepening of the deficit of the Social Insurance Agency, as well as the unclear
change in the construction of the subsistence minimum for the future. It should be borne in mind
that, according to a survey by the Statistical Office, recipients of pension benefits are not among the
most vulnerable groups at risk of poverty. If the Government of the Slovak Republic is interested
in systematic assistance to pension benefit recipients, it may proceed with a systematic increase in
pensions. However, this measure does not affect the marketing of approximately 1.2 million pensioners
who qualify for the Christmas contribution as if the same amount of resources were distributed over
a regular monthly pension. If the financial amount allocated to pay the Christmas allowance was
divided into a monthly pension benefit, the means would be used to improve the standard of living of
pensioners and not to purchase Christmas gifts for their family members.

Defending the merits of the Christmas allowance through the “payout history” is not a sufficient
argument for its merits [50]. Quite the contrary, it addresses a political dimension rather than
professional. The horizontal dimension clearly points to the need for a systematic increase in pension
benefits, which will also ensure an overall improvement in the quality of life of seniors, as Slovak
seniors ranked 25th in the Global Retirement Index [51].
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