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Assessing Social Policy Variations across CEECs

Abstract

This study assesses challenges of social cohesion in the EU NMSs and the changing public policies to support
inclusion. The study gives a summary of social challenges and social protection interventions analyzed in the
GRINCOH project and other recent international research. It presents experiences of diverging tendencies of
NMSs in dealing with different challenges of social protection following CEE transformation and the most
recent economic crisis (labour market exclusion, social inclusion of disadvantaged groups, combatting poverty
and inequalities, etc.).
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Introduction

In bad times the views to treat social policy as a kind of residual policy, “something that must wait till
the business of running the economy has been accomplished”, are spreading. (Heintz, Lund, 2012, p
26) The intention of the GRINCOH project was to join another current and to add to the evidence
that shows the importance of social policy for the development of human resources and capabilities
that influence economic outcome in terms of employment, competitiveness and innovation. Social
protection interventions became important especially in times of economic downturn when they can
defend people against poverty and can maintain social integration important for the optimal use of
human resources for the sake of economic comeback and upswing.

This paper in the first part presents the social challenges in NMSs, following that it shows some of the
social policy interventions analyzed in the project then in a third part evaluates in a comparative
context the specific features — similarities and differences - of social welfare developments in NMSs.

Challenges of social cohesion

In recent years European societies are facing different — sometimes new, sometimes deepening old —
challenges; increasing inequalities, growing poverty of certain social groups (families with children,
ethnic minorities, migrants), exclusion of women, disabled persons, young and/or ageing people, low
skilled from employment. Consequences of poverty, inequalities and exclusion are interrelated and
can be found in the field of educational attainment, in health status, in fertility and in limited
qualities of available human resources.

Growing inequalities in Europe, divergence among CEECs in perspective

To understand better actual social challenges their trends are also important. The GINI FP7 project
carried out within country and cross-country comparisons of inequality trends over 30 years in EU
and OECD countries. Their analysis of time series of changing inequalities (Toth, 2013) compares old
and new MSs and at the same time points out the differences too between different groups within
the old and the new MSs. It also concludes to changing positions of certain groups of countries
representing different models of social protection.

Toth (2013, p. 1-2) gives the following summary of growing inequalities in 30 EU and OECD
countries’:

— Inequality has increased in average among the 30 countries with the whole range of Gini
coefficients being at a higher level at the end of the period (from 0,228 to 0,373) than it was
at the beginning (from 0,20 to 0,33).

— Growth in inequality was not uniform, in certain countries (Austria, Belgium, France, Italy,
Ireland, Slovenia) inequality remained mostly unchanged and had only fluctuations, while in
others increases were significant.

— Transition countries (Bulgaria, Estonia, Lithuania, Latvia, Romania, Hungary) had dramatic
increases, but there was a lesser though still important increase in some Nordic countries
(Sweden and Finland).

2 The findings of the GINI project confirm the trends described already in several recent OECD publications. (OECD, 2008,
2011, 2013)



In some of these countries (like in the Baltics in the early 90-ies, in Bulgaria and in Romania in
two waves: in the early 90-ies and then in the 2000-s) the significant increase of inequality
happened suddenly, while in the Nordic countries and in the Netherlands it happened
gradually over the three decades.

The Nordic countries from the lowest inequality level group since the 80-ies moved away
towards the middle level group.

Spells of decline in inequalities were also found but only for shorter periods and mostly after
radical increases (for example in Estonia, in Bulgaria and in Hungary).

The transition countries — with a rather homogenous low level of inequality during the 80-ies
-showed great divergence; especially the Baltic countries, Romania and Bulgaria had
significant increase of inequality and moved to the higher level group.?

Inequalities and their drivers - a snapshot

Our GRINCOH project has also showed that after 25 years of transformation the Central East

European countries are far from being homogenous as to the main social challenges of inequalities

and poverty. (Figure 1) The indicators (GINI index and poverty rate calculated from EU SILC for the

year 2010) are quite low in most Central European countries (in the Czech Republic, Hungary,

Slovenia, Slovakia, while they are the highest in some East European members (like Latvia, Lithuania

and Bulgaria). The first group in this aspect resembles to Scandinavian countries, the second one to

South European countries and to the UK. (Leitner, Stehrer 2013)

Figure 1. Gini indices and poverty rates of disposable household income p. c. equivalised, 2010
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3 Attitude data to portray country profiles with respect to inequality and its perception and evaluation complete the time
series of inequality. (Téth, 2013 p 15, and 35-59) As to the CEECs countries the author notes (p 31) that despite the
especially large increase of inequality in the Baltic states, the frustration in these countries with their high level of

inequality remained relatively moderate. At the same time the level of frustration with the current level of inequalities

is among the highest in Hungary where inequality has considerably increased but not among the highest in the EU (p
32-34).



In frame of the GRINCOH project Leitner and Stehrer (2013) beside household income examined
other dimensions of inequalities; household health, household education level and housing level as
well. The inequality in the measured household health status and in the housing indicator did not
differ by large between countries; however the CEECs countries have above EU average inequality
levels in both cases (except for Slovakia, Slovenia and the Czech Republic in the case of the housing
indicator. When it comes to the household educational levels the authors showed more dispersion
among CEECs with the Czech Republic and Slovakia showing the lowest levels of inequalities while
Romania and Poland the highest within the group of NMSs though all of them represent a lower
than the EU average level of inequalities in this respect. (p. 5-8)

The decomposition analysis of the above authors shows that education levels and labour market
participation are the most important drivers of inequalities. Concerning the drivers of income
inequalities the household specific employment rate has proved to be the most important driver in
the whole of the EU. Second most influential are differences in the educational attainment rate of
the head of the household. In all countries the combined effect of gender and age is explaining just a
small part of the inequality levels. The same is the case for differences between urban and rural
areas for most of the EU countries, However Poland, Bulgaria and Romania regional differences are
remarkable additional drivers of the level of income inequality (Fig 6., p. 20). The importance of
education in inequalities increased when the authors applied the Shapely value decomposition for
the indicator of multidimensional inequality. (Figure 2) At the same time the impact of the
differences - still significant - in labour market participation declined somewhat while rural/urban
differences became negligent in most cases. (p. 23-24)

Figure 2. Shapely value decomposition of multidimensional inequality (Leitner, Stehrer, 2013, p.
21. Figure 7)
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Leitner and Stehrer pointed out “that with respect to income and multidimensional inequality the
region of CEE EU Member States comprises of at least two distinct country groups. The first consists
of the Czech Republic, Slovakia and Slovenia, which feature low levels of inequality in all attributes
(except for our constructed indicator of conditional health status) when compared with the rest of
the EU. The second group, comprising Bulgaria, Romania, Poland and the two Baltic countries Latvia



and Lithuania, has according to all attributes (except for educational attainment levels) inequality
levels at the upper end of the ranking of EU countries. The two countries in-between are Hungary and
Estonia, the first featuring low levels of income inequality, but quite high levels of inequality in the
attributes health and housing. Estonia, although having a high level of inequality in respect to the
housing indicator and a level of income inequality resembling the EU average, however features a
low level of inequality according to educational attainment levels of households.” (p. 25)

Within the country groups the authors found further differences as to drivers of multidimensional
inequality (Figure 2). In the Baltic countries and in Bulgaria and Romania (with high inequality levels)
beside educational differences, age and gender (combined indicator) became the second important
driver. The impact of employment shares of the households in their cases is somewhat lower than
that but even regional differences play some role. The case of Poland is similar to this first group, as
educational differences have the main impact on multidimensional inequality, but age and gender
have a considerably lower role than the employment share of the households, while rural/urban
differences are slightly more important. In the Central European NMSs (belonging to the low level
inequality group) educational differences represent the main driver while gender and age are as
important as the employment share of households (while no regional impact was found).*

Exclusion of women and disabled from the labour market

The analysis of Csillag, Samu, Scharle (2014) of women’s employment positions, especially their
decomposition into differences in the composition of female labour force strongly support the
importance of education differences and age (and gender) in creating inequalities.

As it is known since 1989 as a result of the transitional shock CEECs have lost their advantage
concerning the employment position of women (especially mothers with small children). The
recovery was slow and female employment in most NMSs compared to the EU15 tended to decline.
(Figure 3, Csillag et al., 2014, p. 3)

Figure 3. Relative female employment rate in post socialist Member States by gender, EU15=1
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Source: Eurostat online (Ifsq_ergaed). Population aged 20-64.

“*The issue of educational inequalities and their consequences were examined by wp4 of the project. Wp5 studies examined
exclusion of different wmen and disabled persons from employment.



The GRINCOH study (P.5.4) of Csillag et al (2014) focusing on the period 2001-2011 found that female
employment increased in Europe until the global recession set in, while it stagnated around 65-66 %
between 2008 and 2011. The expansion of women’s employment in the years between 2001 and
2007 was much more marked in the Old Member States (OMSs) than in the CEE countries (6
percentage point as opposed to a 1.5 percentage point), so that the former advantage (of 3
percentage points) of CEE countries turned into a slight disadvantage by the end of the period.

Examining the evolution of background characteristics in these groups of countries the authors point
out that ,the most important phenomenon is that in the OMSs, the distribution of women’s
educational attainment is rather different than in CEE countries, with a much lower proportion of
women with secondary education, and a much higher proportion in both high and low education
categories. There was also an extensive skill upgrading among working age women in both regions:
the proportion of women with tertiary education has increased by 9-10 percentage points, and the
proportion of women with no secondary education has dropped. However, due to the more
pronounced decline in the proportion of working-age women with low levels of education in the
EU15 states (it fell from 46.7% to 32.6% in the space of ten years, as opposed to the decrease from
22.7% to 14.5% in the CEE), educational upgrading was more far-reaching in the OMSs than in the
CEEs.” (Csillag et al, 2014, p. 6)

Analyzing the impact of the background characteristics on women’s employment across the two
regions and over the decade, they have also found certain differences in terms of returns to
education were found. The negativ penalty attached to low education levels is larger in the West and
the positive gains of higher education levels are bigger in the East. ,,But the gap in employment rates
between women with lower versus high level of education was roughly around 30 percentage points.
The age-employment profiles follow a similar, U shaped pattern in both regions, but there appear to
be three important differences across the two regions: (a) age-employment profiles are much
‘flatter’ in the EU15; (b) the increase in the relative employment rates of older women (50-59) was
more pronounced in the OMSs and started already in the first half of the decade. (c) Finally, maternal
employment rates seem to have diverged during the past decade. While in 2001 the employment
rate of mothers with small children was similar across the two regions, it deteriorated in the CEE
countries as opposed to the small improvement in the employment opportunities experienced by
mothers in the EU15. (p. 6)°

The ,,child penalty”, that is the difference between the labour force participation of mothers and
childless women is especially big in the Czech Republic, Slovakia and Hungary where maternal
employment was only half of their overall female employment (27-28 % compared to 56 % of the V 4
in 2012) ,Poland, on the other hand (alongside with Romania) have the highest rate of maternal
employment (50 per cent of all mothers) — a rate similar to the employment rates of Spain and the
UK. Child penalty is much smaller in this country with a mere 5 per cent difference between female

> The conclusion of the authors decomposition analysis points such advantages of OMSs like the improvement in the
employment of older of women, the stronger educational upgrading of women and the faster decline in ,,child penalty”.
,In the 2001-2007 period, the gap between the employment rates of the two regions closed by 4.5 percentage points,
and the single largest factor behind this — accounting for 2.5 percentage points - was the improvement of the relative
employment of older women in the OMSs. A further 1.1 percentage points can be explained by the fact that there was
no improvement of the employment rate of mothers with young children in CEE countries, but the employment penalty
of child rearing in the EU15 countries decreased. Finally, the slightly greater pace of educational upgrading in the OMSs
added 0.7 percentage points to their advantage in the employment rate of women compared to the CEE.” (Csillag et al,
2014.p7)



and maternal employment rates in 2012.” (Gyéry, Szikra, 2014, p. 5, see also: Csillag et al, 2014, p
10-11).

Figure 4. Maternal employment in some of the old and new member states, 2000-2011
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Source: Gyéry, Szikra (2014) calculations based on EU-LFS 2000-2011. To eliminate cross-country differences in the definition
of labour market status, they used the narrowest definition of employment which is based on any work (one hour or more)
for pay or profit during the reference week (LFS core variables and HHMOTH). (Gyéry, Szikra, 2014, p. 6)

Figure 5. Disabled and total employment in 2011
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The study of Csillag et al (2014) with similar methods has also examined the labour market exclusion
of disabled persons too and it found large variation in the disabled employment rate within the EU.
The decomposition analysis again called attention to gender, age and educational differences within
the group of disabled people as well as in the background of the gap between their employment in
Old and New MSs.Figure 5 shows a close correlation between the employment rate of disabled
people and the overall employment rate of their country. The authors note that ,the employment
rate of disabled people is typically 20 % lower than their own country’s employment level, however
the gap (the difference between the employment rate for disabled and non-disabled persons) tends
to be wider in CEECs than in the EU15.” (p 12)



Gender, age and educational differences influence the employment positions of the disabled.
Disabled men are more often employed than women in both, old and new MSs, but this difference is
larger in Old MSs. Older age makes the employment chances of the disabled weaker, while higher
education increases the probability in both groups of countries. At the same time there are
differences beneath this educational level; in OMSs only the low educated disabled persons suffer
disadvantages, in NMSs those with primary and secondary education as well.

“The decomposition reveals a mixture of opposing trends behind the seemingly stable difference
between disabled employment rates in the two regions. The main factor that contributed to the
widening in the East-West gap was diverging evolution of the age composition of disabled people in
the CEE as compared to the EU15. Older age reduces the likelihood of employment in both regions,
but the share of those disabled between 55 and 64 increased much faster in the CEE (by 14% points)
than in the West (only 2 %points) between 2002 and 2011. A further, much smaller effect that also
widened the gap can be attributed to the increase in the share of higher educated disabled persons
which was almost twice as fast in the EU15 (3%points) than in CEE countries (1.6 %points).” (p. 14)

Health, fertility and other social indicators

Beside structural changes due to the CEE transformation, several social challenges show the lasting
impact of the past social and economic system of CEECs as well. The serious demographic challenge
of low fertility in CEE is threatening not only pension systems particularly but the whole of social
security and is limiting resources of economic development. Dramatic low levels of health status in
CEECs urge complex public interventions and funding. The GRINCOH project experiences concerning
the mortality rate and population health in CEECs are alarming. Lackd (2014) found that disparities
between Old and New MSs in the health status of their population can be still traced back to the
lasting effects of the former economic and political systems of CEE. According to her study, higher
mortality in the NMSs shows strong correlations not only with the much lower level of GDP per
capita and with a lower share of health expenditure in their GDP, but also with such inherited
structural features like the much lower share of the service sector and the much higher share of the
hidden economy as well. “Over-industrialization in socialist economies exerts its health damaging
effects both, directly and indirectly. it does so directly by tipping the balance towards industries
detrimental to human health (heavy industry, mining, etc.) and indirectly by giving rise to low —level
and poor quality services in the formal economy and to health damaging behaviors caused by the
norm-defying (anomic) social environment.” (p. 33-34)

Income inequalities and their consequences in CEECs lead to severe social problems. The analysis of
Leitner (2014) found that indices of income inequality conditional on GDP p.c. levels showed
significant correlations with a number of social indicators. “For life expectancy at birth, infant
mortality rates, two standardized death rates (assault, diseases of the circulatory system - heart
attack) homicide rates, robbery rates, rates of domestic burglary, rates of youngsters (age 15-24) not
in employment, education or training (NEET) and rates of early leavers (age 18-24) from education he
found significant results for the thesis that higher inequality levels tend to lead to a worsening of
social outcome variables. ... Conditional significant correlations with satisfactorily high explanatory
power for at least two of the three inequality indices have been found for the NMS for life
expectancy and homicide rates, for NEET rates and early leavers from education.”(pp 24-25) Table 1
below summarizes the effects of poverty and inequality on social outcome found by Leitner (p 25):



Table 1. Conditional correlations between social outcomes and inequality indicators (in logs)

Dependent variables EU regions EU regions exl. CEE NMS CEE NMS regions

Gini Poverty S80/S20 Gini Poverty S80/S20  Gini Poverty S80/S20

Population health

Life expectancy : : ]

Infant mortality + + + + + +
Standardised death rates
Assault + + + + + o +

Drug dependence | - | | - | - |

Circulatory system + + + -

Mental diseases |:| | = | - | - | - |

Crime

Robbery + + + + + + e +
Domestic burglary + + + + + + + +
Theft of motor vehicles + + + + + + -

Non-participation in labour market or education
NEET rates
Early leavers from education

+/- sign of coefficient
significant coefficient, expected sign, high explanatory power (R2) of regression
model
significant coefficient, expected sign, low explanatory power (R2) of regression
model

significant coefficient, non-expected sign, high explanatory power (R2) of regression model

significant coefficient, non-expected sign, low explanatory power (R2) of regression model

Figure 6. Total fertility rates*(Gyéry, Szikra, 2014, p 7, Figure 3)
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correspondence with the fertile period of women.



The resources of economic development and social welfare are seriously endangered by the steep
decline of fertility in CEECs that have lasted all along the 90-ies and that fell well below the EU level
during the early 2000s. Despite some slow improvement it still remains under it. (Figure 6, Gyéry,
Szikra 2014. p 5-6)

Policies of social cohesion in NMSs

Poverty and inequality, the dramatic loss of jobs (and income) immediately after the transition,
already in the early 90-ies have put the social protection system of CEECs under pressure. Since then
new social challenges have emerged, like the disastrous social and labour market exclusion of the
Roma in some of the NMSs or the problem of child poverty. Several interlinked demographic, social
and labour market problems overlap in policy debates and reform attempts concerning family
support or the social inclusion of disabled people were examined in depth in the GRINCOH studies.
Differences and similarities among the NMSs in the variety and intensity of social problems are
partially due to their historic heritage (“path-dependency”), but some divergence among them can
be already related to their different policy responses to the multiple social challenges (“path
creation”) their faced during the past 25 years.

Combating labour market exclusion

In the early 90-ies CEECs transformed their social protection systems and introduced new forms of
social support (transfers and services) and institutions. The policy mix to combat labour market
exclusion has been composed of a set of transfers and services partly funded by the labour market
policy budget, but also through national as well as local funds for social services and social assistance.
Probably the most important new element of the CEE social protection systems — during the
“transitional shock” - was the quick setting up of the unemployment benefit and social assistance
systems to compensate for the massive job and income losses since the beginning of the
transformation.® The CEECs set up specialized labour market organizations with clear and often rigid
separation from local, municipal institutions of social assistance and services. It happened however in
a period of the 90-ies when social policy experts started to discuss the “activating welfare state” and
how to create co-operation and synergies between labour market and social services (Kvist, 2002,
Terpstra 2002). The CEECs have copied the then existing Public Employment Service (PES) models,
the active and passive labour market instruments and the systems of unemployment benefits and
the separate — mainly municipal — system of social assistance.’

In her paper Vidovic (2013) showed that in 2010 the components of LMP expenditures are the same
in NMSs as in the Old EU15, however the levels of spending (for both, for active and for passive
measures) compared to their GDPs are much lower. Expenditures on labour market policy (LMP) in
2010 varied between 0,58 % in Bulgaria and 1,3 % in Hungary while the respective average value in
the OMSs was exceeding 2 %. Within these labour market budgets the share of passive and active
expenditures is rather different. Poland is the only NMS (and rather exceptional within the whole of
the EU) that spends more on active LMP than for passive measures while in some NMSs these

® We have to note that the rapidity and the dimensions of the employment shock were not the same in CEECs. Some
countries have chosen rapid and radical privatisation with quick and wide range job losses while others had followed a
slower and smoother way of labour market transformation. (See: Balla et al, 2008)

7 Some CEECs (like Hungary) started with a 3 tier system introducing unemployment assistance after loosing unemployment
benefits but before becoming eligible to social assistance. But this ,midle tier” has gradually disappeared in NMSs,
similarly to reformed unemployment benefit and assistance systems of OMSs. (Vidovic, 2013, p 19)
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passive measures (compensating for lost and/or lacking income) have an overwhelming share in their
LMP spending.

Figure 7. Expenditures on Labour Market Policies, in % of GDP, 2010 (Vidovic, 2013, p 19, Figure 10)
Figure 10. Expenditures on Labour Market Policies, in % of GDP, 2010
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source: Eurostat.

The actual level of spending is a result of gradual changes. Faced with growing budgetary burdens
and the unsustainability of their unemployment benefits, the CEECs reduced it already in the 90-ies.
Both, the length and the level of benefit payment were diminished and the CEECs tightened the
eligibility criteria as well already before the economic crisis. (Cerami, 2008) At the same time it is
well known that large funds were allocated to early retirement schemes during the whole decade of
the 90-ies. (Nesporova, 1999) All that contributed to the reduction in the share of those receiving
unemployment benefits. (Figure 8 and Table 2)

Analyzing different NMSs labour market policy interventions during the economic crisis after 2008
Vidovic (2013) noted that “individual countries responded differently to the crisis in terms of
eligibility criteria: while in Estonia, Romania and Slovenia eligibility criteria were somewhat relaxed
after 2007, they were tightened in the Czech Republic, Hungary, Lithuania and Romania. ... During
the crisis in some countries major shifts were observed from active to passive measures, with the
most dramatic in relative and absolute terms recorded in Bulgaria, where rising expenditures for
unemployment benefits have largely crowded out spending on active measures... remarkable shifts
were also reported in Lithuania and Slovakia. Over that period NMSs used for financing ALMPs
primarily funds provided by the European Union, the European Social Fund — ESF in particular.” (p 21-
22)

Concerning unemployment benefit cuts a recent ILO cross-country study (Vaughan-Whitehead, 2014)
found that while eligibility criteria has been made stricter one way or another everywhere in the EU;
from among NMSs Lithuania and Estonia decreased more (by 28 and 16 % respectively) the number
of beneficiaries between 2008 and 2013. Hungary has cut the most the duration of unemployment
benefits to 3 months. Romania was the most radical among NMSs in cutting the value of
unemployment benefits by 15 % in this crisis period (pp 24-25). Hungary appears to be unique not
only in the above spending cuts, but also in the expansion of public works programmes at the
expenses of traditional active labour market policies. (see more in: Scharle, Szikra 2014)
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Figure 8. Share of unemployment benefit recipients in total unemployed, in % (Vidovic, 2013, p 20.
Figure 11)

Figure 11. Share of unemployment benefit recioients in total unemployed, in %

70

BG CcZ HU - = PL RO 5K - - - 5]

50

40

30

20

10

1952 1993 19%4 1995 1996 1997 1998 19%9 2000 2001 2002 2003 2004 2005 2000 2007 2008 2009 2010 2011

Source: National statistical Offices of respective countries (until 2007: wiiw Database incorporating national statistics).

Table 2. Major changes in the UB systems in the new EU Member States 2001-2012 (Vidovic, 2013,
p 21. Table 3)

Unemployment insurance (UI) Unemployment Assistance (UA) Social Assistance (SA)
Country
Bulparia 2000,2004, 2007,2008, 2010 Absent Absent
Czech Republic 2004, 2007, 2012, 2012 Absent No sipnificant change
Estonia 2007, 2009 2009 No significant change
Hungary 2005, 2011 2005, 2011 No sipnificant change
Latvia 2010 2002, 2010 2009
Lithuania 2005, 2008 Absent 2009
Poland 2003, 2008 Absent 2004
Romania 2002, 2004, 2007, 2008, 2009, 2010  Absent 2012
Slovakia 2003, 2004 Absent 2003
Slovenia 2006, 2010 Remaoved in 2006 2010

Source: Eurofound. 2012.

As the development of Public Employment Services (PES) and their possible role in supporting labour
market inclusion Csillag, Samu, Scharle (2013) found that the underdeveloped public administrations
posed a challenge to the adjustment of the newly established PESs in NMSs. In general those MSs
that extended registration to larger groups of non-employed and spent more on PES could increase
job search activities. The findings indicate “that extending as well as increased spending has more
pronounced effects when it is coupled with stricter job search monitoring is indication that countries
reinforcing the ‘mutual obligations’ elements of the welfare system are able to keep a larger group of
non-employed away from disengagement with the labour market.” (p 15) However NMSs have a low
level of spending on PES and a still low level of registration of wider groups of non-employed beside

8 In frame of WP4 of the GRINCOH project.
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the unemployed. Only Slovakia and Slovenia feature among those who extended registration in their
PES for job search.

Social assistance and benefits as means of fighting poverty

Most authors agree that the last public policy instrument to prevent people to fall into poverty is the
system of social assistance and benefits. Countries that devote more public resources to family and
children show lower levels of child poverty, while lower spenders display higher rates. Within the
CEECs this is the case of Bulgaria and Romania in which the risk of poverty is especially high in
families with three or more children. (EC, 2010 p. 38) “Large and persistent losses in low income
groups following recessions underline the importance of well targeted income-support policies.
Government transfers — both in cash and in-kind — have an important role to play in guaranteeing
that low-income households do not fall further back in income distribution.” (OECD, 2011 p 40)° In
CEECs countries after the transformation - as Cerami (2008) noted - benefits and assistance had a
double role: “social assistance schemes did not only play a crucial role in the process of democratic
transition cushioning the negative effects of the economic transformation, but they also represent
important sources of democratic engineering providing legitimacy to the newly established market-
oriented order.” (p. 1)

Figure 9. Annual percentage growth in real public social expenditures in EU countries, 2009-2012
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Source: Vaughan-Whitehead (2014, p. 26) adapting from Bontout O., Lokajcikova Z (2013) Social Protection budgets in the
crisis in the EU, EC Publications, Luxembourg

However facing financial pressures, demographic changes and the problem of sustainability most of
the transition countries initiated a series of changes in their unemployment benefit systems and
some of them — Poland and Slovakia - started to reform their social assistance systems also already in
the early 2000s (Table 2). The immediate reaction of almost all MSs to the 2008 economic crisis, to its
massive job and income losses was an increase of social spending with the exception of Hungary and

° The OECD report however found that since the mid-1990s much of the stabilizing effect of taxes and benefits
on household income inequality declined. (p 37)
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Latvia. At the same time there were important differences between the New MSs as to their
immediate reaction of increasing social expenditure just after the crisis in 2009 and their next
measures to diminish it after (Figure 9.). Decline of public social spending was especially steep in
Hungary and Latvia (where decline has started already in 2009), in Romania (where decline started
after an increase in 2009) and in the other two Baltic States, while much less in Slovenia, Slovakia
(only from 2011 with considerable increase before that) and in the Czech Republic. Poland and
Bulgaria have avoided major decline of their social expenditures.

A recent database of OECD (2013) compares the averages of social spending’s real change and its
share in GDPs in two two-year periods (2007/2008 and the 2012/2013, Figure 10.). Social spending
increased least in countries most affected by the crisis. It also confirms the steep decline of
Hungarian social spending during the crisis and the rise of it in Poland and Slovakia. The OECD
analysis however notes that most of the increased spending goes to pensions.

Figure 10. Percentage changes in real public social spending and real GDP, 2007/08 to 2012/13
Real change in GDP and public social spending between 2007/08 and 2012/13
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Source: OECD (2013), OECD Social Expenditure Database (SOCX), preliminary data (www.oecd.org/social/expenditure.htm).

Family policy mixes for demographic and social inclusion objectives

Family policies are also looking for a right policy-mix to answer multiple challenges of demography,
labour market, inequalities and child-care. Family support systems again composed by various
transfers and services have complex objectives (with different and changing emphasis) when are
supposed to increase fertility and women’s labour market inclusion, to ease income inequalities of
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families raising more children and to assure good quality services of education and care. From the
aspect of labour market inclusion of young mothers the policy mix of different transfers and services
that support the care for children below the age of 3 has outstanding importance. At the same time
such support represents a basic element of wider family policies creating favorable conditions to
higher birth rates by compensating also for lower income p.c in families with several children and by
wider access to good quality education as well as programs assuring better work/life balances.

Szikra and Gydry (2014) in their study analyzed those legislative changes and programs in family
policies of the Czech Republic, Hungary, Poland and Slovakia that were related the care of children
below the age of 3. Their most important finding was “that although the basic structure of child care
services and benefits have remained relatively stable in all the four countries (emphasis on paid
leaves rather than services), we also traced significant volatility and thus unpredictability of the
family policy systems in all the four countries during the 2000s.” (p. 37) Sudden and quite radical
reforms were introduced then reversed or implemented later in the Czech Republic and Poland
concerning the length of maternity leave or in the replacement rate of allowances while on leave.
Poland was found to have a less hectic and more carefully planned family policy since the mid-2000s.
The authors characterize the Hungarian family policy as a ‘frozen system’ “with the highest (and
slowly increasing) share of children below 3 years of age attending child-care services (around 13 per
cent). This country has been the least open to experiment with new solutions concerning care for
small children.” (p. 28)

The shifts — according to Szikra and GyGry - altogether show a move towards increased flexibility of
the parental leave system as well as child care services though the legislative changes could not been
fully implemented in the lack of slow development of child-care services. Another weak point of
more efficient family policy mixes that “there is no consensual direction of changes in most NMSs,
thus reforms often point into contradictory directions. An often returning pattern is the fluctuating
regulation concerning employment while on leave. This is not only confusing parents but also means
a waste of resources. Reform processes are always costly and they will not provide the intended
outcomes if they are soon reversed or a parallel change in another direction are initiated.” (p. 40)

It is important to note that the discrepancy between family policy reform intentions embodied in
legislative changes (even if volatile, however with a tendency towards flexibility) and the tardy
implementation is due to the slow development of good quality, accessible and affordable care
services. Like in the earlier case of labour market inclusion and in the coming issue of employment
rehabilitation of disabled people service development (its funding, the lacking infrastructure and
skilled personnel) is a “weak link” in the policy mix.

Policies of social inclusion of disabled people

The recent reforms to assure social inclusion of disabled people through more efficient and
personalized employment rehabilitation services is an important case of the welfare paradigm shift
of activation. The aim is not “simply” spending cuts, but the increase of labour supply facilitating the
employment of persons with lower productivity as well as the re-employment of people with
diminished capabilities. The former policy mix assuring disability benefits for income maintenance
and removing disabled persons from employment to ease labour market tensions has been replaced
by stronger incentives combined with complex support services to trace back disabled people to
labour market income. The EU OMSs realized such reforms since the 80-ies, early 90-ies following the
rise of their disability benefit expenditure that had eased the pressure of the decline and structural
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shifts in labour demand following a series of oil crisis from the 70-ies. In the CEECs at the same time,
following the economic transformation and the massive job losses incapacity benefits became an
important channel to ease unemployment in the early 90-ies (Scharle, 2007)

The study of Scharle and Varadi (2014) confirm that “the rise in disability benefits has been far from
negligible: in the early 1990s, between 5 to 11% of the working age population was receiving some
form of disability pension, in most countries exceeding the share of unemployment benefit recipients
(OECD 2010, p.60). The problem also proved rather persistent: in 2011, still about 10% of the working
age population was non-employed and disabled while only about 7% were unemployed in the
Visegrad countries.™®” (p. 2)

The shift away from cash transfers to the provision of social services and re-integration has started in
the CEECs gradually from the mid-90ies with service development to improve labour market
integration policies for people with disabilities, but the generosity of the benefit system has not yet
been curtailed significantly. The above two authors emphasize that facing the “classic problem of
welfare systems: cash benefits for the active age population should alleviate poverty without
discouraging labour supply... there is indeed remarkable convergence across developed countries in
their relevant labour market policies, however, with considerable variation in the speed of change.”
(p. 3) Legislative changes concerning the labour market integration of disabled people and service
development point to the same direction of reforms, while differences were found in the steps to
decrease the replacement rate and limit entitlements of sickness and disability benefits.

Beside the right balances between benefits and labour supply incentives the above study calls
attention to the careful design of behavioural conditions and rehabilitation procedures together with
the development of the welfare institutions implementing the changes and delivering the necessary
services. Scharle and Varadi showed that among the CEECs Slovakia and Poland curtailed the
generosity of the disabled benefit system from the mid90-ies, while Czech and Hungarians started to
set up NGOs earlier to carry out rehabilitation services. The speed of adaptation of new rehabilitation
policy mixes in CEECs seems to differ as their labour markets differ in their exposure to external
shocks. Short term fiscal risks (in the case of Poland during the 90-ies for example) and/or centre
right policy interventions (like in Slovakia) earned more support to welfare cuts, though without
appropriate development of complex and personalized rehabilitation services.

The weakness of the institutional component of rehabilitation policy mixes in CEECs show that the
design of welfare reforms needs internal forces wider than policy decision-makers to implement
them. Scharle and Varadi suggest “that the internal forces that may promote the further
improvement of disability policies are relatively weak in the CEE region, which underlines the
importance of policy advice and incentives coming from international organisations, notably the EU,
the IMF and the OECD. ... Beside external pressure, impact assessments and cost-benefit analyses of
existing initiatives may help to convince or sideline opponents and pave the way for shifting funds
from ineffective sheltered workshops towards personalised rehabilitation services. Once a network
of such services is firmly established and stable funding is provided, a combination of subsidies for
employers and a tightening of access to benefits could lead to a significant increase in employment
among people with disabilities.” (p. 14) This experience indicate again that in the different fields of

0 More precisely, the share of non-employed disabled persons ranged between 9.4 % in Hungary and 12.6% in Slovenia,
while the share of the unemployed was lowest in the Czech Republic (4.8%) and highest in Slovakia (9.4%).
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social policy reforms service development is legging behind legislative changes and interventions in
the benefit/allowance systems. This institutional component of professional and organisational
capacities needs more time and lasting policy support even in this field of activating welfare reforms.

Comparative social policy research approaches

How to fit these research experiences of policy developments in to the wider picture of welfare
reforms? In comparative social policy research there are two different approaches. One comparative
approach is focusing on short- or mid-term developments with a closer look on actual changes on
various fields of social protection in the different countries and their given reactions, measures and
policy interventions. This type of research usually follows some benchmarks to detect similarities and
differences comparing moves respect to certain social norms and standards (levels of poverty,
inequalities, participation in education, working conditions, labour market integration, family
support, inclusion of minorities, migrants, disabled, etc.). This approach focusing on short or mid-
term developments in different elements of the welfare states together with their direct causes and
with the intervening forces can reveal diverging moves within groups of countries. Such
developments in pension systems, unemployment insurance, social benefits or in other elements of
social protection may follow similar “path-dependent” models or they may show diverging elements
with respect to earlier social, cultural, ideological determinations, that is certain moves of “path-
creation”. From time to time international organizations (World Bank, OECD, ILO, WHO, specialized
units of the EU like the Dublin Foundation and others) are checking the course of developments in
targeted reports on poverty and inequalities, social protection, living and working conditions, and on
other social welfare related issues like health or education.

The other comparative approach in social welfare research is looking for similarities and differences
of the linkages between the elements and fields of social policies that are interdependent within
given welfare systems or regimes (see for the beginning: Esping-Andersen 1990, 1996, Leibfried
1992, Ferrera M, 1996, Abrahamson 1999, Saphir 1995, and for later works: Beblavy, 2008, Cerami
2008, Aidukaite, 2010). The studies following the welfare regime theory approach describe different
types of the systems of social protection distinguishing certain ways and means social rights are
assured, certain solutions of assistance and services to fight unemployment, poverty and inequality
together with the characteristics of the funding systems. This current of multidimensional research is
looking for systemic, cultural, institutional explanations concerning similarities and differences and
connects the developments of the different welfare regimes with their historical, geographical, socio-
economic and cultural contexts. The theoretical typologies based on long-term economic, social,
political, cultural, religious developments of different groups of countries reflect strong “path-
dependences” and show the complexity of designing welfare reforms.™

A cross-country analysis of after crisis social policy developments among NMSs

Recently the ILO dedicated a volume of cross-country evidence and case studies to the after crisis
changes in the European Social Model. (Vaughan-Whitehead ed.: forthcoming 2015) In this volume
the European Social Model and its composing element represent the benchmarks to measure and
compare the social and labour market policy interventions of the different countries in reaction to

' Welfare regime theories started to analyse the CEECs countries since the beginning of their social and
economic transformation. (Deacon 1992, Ferge 1992)
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the economic crisis. In the lack of an official definition the editor as well as author, Vaughan-
Whitehead (2014, pp 11-15) on the basis of different policy declarations of the European Council
(European Summits) since 2000 regrouped the European Social Model around six pillars as follows:

e Increased minimum rights of working conditions

e Universal and sustainable social protection systems
e Inclusive labour markets

e Strong and well-functioning social dialogue

e Public services and services of general interest

e Social inclusion and social cohesion

The studies of the volume demonstrate that at the beginning of the recent economic crisis the
European social protection mechanisms — the so called “automatic stabilizers” - contributed to
minimize the shock. “With massive job losses and increased unemployment, the presence of
unemployment benefits and social assistance contributed to cushioning the social shock and limiting
increased poverty. At the same time, it has contributed to limiting the economic impact of the crisis
by avoiding a collapse of consumption. The fact is that real public expenditure — relatively stable in
2006-2008 — started to increase dramatically in 2009 shows that these mechanisms acted as
automatic stabilizers and limited the fall in citizens’ purchasing power and thus also global domestic
demand.” — Vaughan-Whitehead writes (p 18).

Figure 11. Annual growth in real public social expenditure, EU27 countries, 2001-2011
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Source: Vaughan-Whitehead (2014, p. 19) adapting from Bontout O., Lokajcikova Z (2013) Social Protection budgets in the
crisis in the EU, EC Publications, Luxembourg

In fact, social protection expenditure increased more than 5 % in the EU27 (Figure 11.) that was
mainly driven by the increased unemployment expenditure due to the bigger number of unemployed
(see: also Figure 8), but also of growing costs of health, disability and old age. The worsening of the
budgetary situation and public debt after 2009 led most of the MSs to fiscal consolidation measures.
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Despite the continuous rise of unemployment and increased poverty in the majority of EU countries
social protection expenditure has fallen from 2010-2011. Vaughan-Whitehead calls this a paradox as
“social policy being attacked within austerity plans despite the fact that, first, it was not the cause of
the crisis and second, it had helped to preserve social and economic outcomes in the first phase of
the crisis”. (p. 20) According to him austerity policies have accelerated changes that in several
countries had been already on the agenda (or already realized like the Harz reforms in Germany)
facing demographic changes, structural unemployment and long-term sustainability of social welfare,
but after the first shock of the crisis stricter eligibility criteria, benefit, assistance and pension cuts
became more or less general. (p. 24)"

With this European background austerity policies in the NMSs varied in their means and in their
dimensions as we have already noted in the case of their immediate reaction to increase social
expenditure to avoid major shocks in 2009 and their next measures to decrease spending. Decline of
public social spending — as we have shown in Figure 9 - was especially steep in Hungary and Latvia
(where decline has started already in 2009), in Romania (where decline started after an increase in
2009) and in the other two Baltic States, while much less in Slovenia, Slovakia (only from 2011 with
considerable increase before that) and in the Czech Republic. Poland and Bulgaria have avoided the
decline of their social expenditures. Concerning unemployment benefit cuts eligibility criteria have
been made stricter among NMSs too, the most in Lithuania and Estonia that decreased by 28 and 16
% respectively the number of beneficiaries between 2008 and 2013. Hungary was radical in cutting
the most the duration of unemployment benefits (from 9 to 3 months), while Romania was the most
radical in cutting the value of unemployment benefits (by 15 %) in this crisis period (pp 24-25).

As to other type of benefits Vaughan-Whitehead noted other shifts in NMSs: maternity benefits were
reduced in Latvia and Lithuania. By contrast social assistance was increased in Bulgaria. Among
pension reforms Hungary and Lithuania cut benefits, Latvia has increased the number of years of
contribution, while Poland the share of pension contributions. The privatisation of the private
pension fund in Hungary was an outstanding intervention to cover actual public debt.

It is significant that not only social expenditure cuts seem to endanger the European Social Model,
but in some of the MSs there were certain negative changes in other columns of this model
concerning employee rights, working conditions, labour market regulations and in the institutions of
social dialogue as well. Vaughan-Whitehead presents such changes not only in New MSs. However it
is striking that from among the NMSs Hungary and Romania are the most often cited; like in the case
of the new restrictions on the right to strike, unilateral changes in working conditions, falling wages
(together with the Baltic states), limitation of the scope of collective bargaining (together with

2 Vaughan-Whitehead arrives to the conclusion that with “a few exceptions — such as the introduction of a new
minimum wage in Germany, increased social expenditure in Sweden, or the strengthening of social dialogue
in France — all other trends show a general withdrawal of the state from social policy, first through massive
cuts in social expenditure and reduced funding of education, health care and other public services, and
second through radical reforms in a number of areas, such as social dialogue, social protection, pensions,
labour market and social cohesion in general. While the European Social Model is nevertheless resilient in a
number of countries, the changes are particularly severe in those countries that implemented an austerity
package under the direct influence of the Troika (the IMF, the European Central Bank and the European
Commission).” (pp 47-48)
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Slovakia). The growing number of violations of health and safety regulations was found in Estonia.
Easing of dismissals was carried out in Estonia, but also Slovenia and Slovakia. Flexibilization of work
contracts was found beside Estonia and Romania in the Czech Republic, while severance pay cuts
were carried out in Lithuania and in the Czech Republic. A number of countries reduced funding of
active labour market programmes, most excessively Hungary where these programmes were
replaced by public work. At the same time Estonia and Latvia increased the number of participants in
active labour market programmes. As to the weakening of the institutions of social dialogue
(tripartite mechanisms in Romania and the new Labour Code in Hungary) are mentioned from among
NMSs (pp. 21-29). The study at the same time indicates that in certain countries the radical
deterioration of the social climate due to spending cuts and austerity was avoided through organizing
tripartite consultations like in Estonia among the NMSs and Ireland among the OMSs (p. 36).

The above similarities and differences of policy mixes among NMSs in their reaction to the recent
crisis question the specific historical, socio-economic, cultural backgrounds of the different CEECs
that we can better assess in the comparative approach of the regime theory.

The CEECs in the regime theory context

The regime theories approach became immediately important in the 90-ies to follow and understand
the transformation of social protection in the CEECs. The categories of Esping-Andersen and others of
the “Continental”, “Nordic”, “Anglo-Saxon” and “Mediterranean” types™ of welfare states were
enriched in a huge tide of CEE research and debate. The transformation of the CEECs has raised the
question of their belonging. Several important social policy analysis (Ferge 1992, 1997, Deacon 2000,
Cerami 2006, 2008, Aidukaite, 2010) since the late 90-ies represented the view that these countries
due their common political, economic and social heritage show common features in setting up new
institutions, provisions, services and funding of social protection conform to their new market
economies. As to the common “paths” Cerami (2008 p. 20) noted that “with regard to the
transformation of the welfare state, social policy characteristics in place in the pre-communist
(Bismarck-style social insurance) and communist period (universalism, corporatism and
egalitarianism) have permeated the post-communist reform process, with its new consensus on
market-based schemes.”

After the first decade of CEE transformation the studies showed that the once rather similar
universalistic (on a low level) and centralized social protection systems are diverging (Deacon 2000).
Some of them resemble more to Continental/Conservative welfare regimes, others show more
common features with Liberal/Anglo-Saxon models, others again with Southern/ Mediterranean
systems or with Social-democratic/Northern models.

The CEE mix of different welfare regime elements is evaluated in several ways. According to Cerami
(2006, 2008) it is exactly the recombination of the classic welfare typologies that could be considered
as a specific feature of the emerging new CEE welfare model: “What is important to remember here
is that, even though Bismarck features remain the key characteristics of the new welfare
arrangement (the mode of access to social protection is based on work/contribution, social benefits
are primarily in cash and earnings-related, the financing mechanism is based on social contribution
and the administrative structures involve social partners in the management of the social insurance
funds), the new welfare regime displays peculiar attributes with regard to the functions and roles

13 . . . . . .
The ,,Conservative/Corporatist”, ,,Social-democratic”, , Liberal/Residual” and ,Southern” labels are also used.
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played by the schemes of social assistance. Indeed, despite the fact that not all social assistance
provisions existent in these countries are the same (Hungary has, for example, no statutory
Guaranteed Minimum Income), they all tend to be more extensive in coverage and scope than the
ones present in many other European Member States, most notably Mediterranean, Continental and
even Scandinavian countries. Furthermore, if a comparison with the classical Esping-Andersen’s
(1990) typology is conducted, then it can be seen how the Central and Eastern European welfare
regime shows different normative/ideational elements. While the main aim and emphasis of the
Conservative welfare regime remains on security (that is providing job and income security for male
workers), of the “liberal” world is poverty alleviation and equality the main feature of the Nordic
welfare regime .., in the Central and Eastern European case, a combination of all three
normative/ideational elements coupled with aspirations for democratic consolidation is the main
characteristic.” (Cerami 2008 p 21)

Others (Aidukaite 2006, Bohle 2007) with a special focus on transformation of the Baltic countries
have found some specific neoliberal features of their development “with low social spending, a low
degree of de-commodification and low state involvement in industrial protection. ... while the
Visegrad countries (Czech Republic, Hungary, Poland, Slovak Republic) exhibit something in-between
the conservative and the liberal welfare states.” (Aidukaite 2010 p 18) Most of this CEE comparative
literature finds the Czech Republic and Slovenia “as the most ‘socially conscious’ welfare states
according to their highest social spending levels and the lowest poverty levels compared to the other
eight new EU countries.” (p. 18) But she also calls attention to the differences among the three Baltic
countries.

As to the similarities that were detected in CEECs till the economic crisis the following features were
mentioned by Aidukaite: insurance-based schemes played a major part in social protection, universal
benefits still overshadowed means-tested ones and the family remained important agent in
protecting against social risks and in assuring care and services. However, as she wrote, there were
signs of “re-adjustments to the new Post-communist consensus, such as market-based schemes:
private pension insurance and means-tested benefits. ... (but) ... when it comes to social policy
structures and the coverage of the population, the post-communist welfare state still shows more
comprehensive solutions of social problems than residual ones.” (pp 18-19) But despite the survival
of the principles of more comprehensive social protection the “post-communist welfare state” is
rather weak due to low social benefit levels, low minimum salaries and the low share of GDP spent
on scial protection. “The relatively lower levels of social benefits, even if they cover all those in need,
do not contribute enough to ensuring an adequate standard of living for their population, hinder the
successful poverty solutions as well as the expansion of their welfare programmes. On the other
hand, it should be kept in mind that CEE is very diverse and some countries have implemented more
successful policy solutions than other ones." (p 20)

Others, like Beblavy (2008) finds the arguments to group CEECs under the label of “post-socialist” or
East European welfare regime rather weak. According to him social protection in CEECs have
“characteristics from both, the liberal and the conservative, corporatist regimes as well as some
distinct features of the post-socialist countries, such as high coverage, but relatively low benefit
levels and low level of trust in state institutions.” (p 6) According to his research, the size and
indirectly the shape of the welfare state in the NMSs is associated strongly with two factors: the size
of the shock undergone by each economy during the transition and ethnic heterogeneity, particularly
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with regards to clearly defined and marginalized minorities.** He noted that in the case of CEECs it
can be misleading to look at the official structure of components of social protection (the ratio of
unemployment benefits, social assistance, family support or others) given the relatively lower level of
GDPs in these countries compared to OMSs. So de-commodification can be better approximated by
the level of social expenditure in CEECs than by the formal structure of the system in OMSs. (pp 7-8)

As limitations to apply better policy solutions the above cited two authors indicate the relatively high
level of the shadow economy that limits public resources for benefits and services while counter acts
also to reduce poverty by activation policy means. (Beblavy 2008, Aidukaite 2010). Managing the
special and serious social problems of larger ethnic minorities in CEECs was also found as a
differentiating factor by Beblavy (2008).

To measure ethnic heterogeneity by the share of marginalized ethnic groups®® within the population
Beblavy divided the NMSs into four groups. Poland and Slovenia which have no significant minority
groups associated with exclusion and poverty represent the first group. The Czech Republic, Hungary,
Slovakia with Roma and Lithuania with Russian minorities are forming a group with marginalized
minorities up to 10 % of the population. Romania with the Roma minority and Bulgaria with Turks
and Roma between 10-20 % of their populations belong to the third group. The fourth group
composed by Estonia and Latvia has even a higher than 20 % ratio of Russian minorities. (p. 13)
Calculating correlations between ethnic heterogeneity, poverty levels before transfers and the share
of social protection in GDP, Beblavy found that “a combination of these two factors — initial transition
shock and ethnic heterogeneity — is more strongly associated with the size of social protection
expenditure than the levels of pre-transfer poverty.” (p. 15) That is, larger transition shock and
deeper ethnic heterogeneity stimulated more social spending in certain CEE countries.

He concludes that “in the EU-10 countries the size of the social protection expenditure is strongly
associated with redistributive effects of social transfers, particularly with regard to non-pension
social transfers. ... Therefore, the much smaller welfare states of the EU-10 countries generally
demonstrate more emphasis on redistribution to prevent poverty than the EU-15 countries.” (p. 15)™°
This confirms conclusions of Cerami (2008) and Aidukaite (2010) that on the lower economic
development level of the CEECs the relatively extensive coverage and scope of social protection
interventions are still not satisfactory to combat the lasting negative social effects of poverty and
growing inequalities.

This underlines the importance of earlier mentioned evidence from Leitner (2014) suggesting that in
NMSs already smaller increase in redistribution is expected to lead to significantly better social

14 “poland faced the smallest shock, from which it recovered most quickly. Czech Republic, Hungary and Slovenia also did

not see their economies drop dramatically, though they took somewhat longer to recover. Bulgaria, Romania and
Slovakia faced more serious downturns with more lasting consequences though Slovakia managed to recover more
quickly than the rest. And the three Baltic countries faced dramatic drops in their economic production, from which
they did not recover during the whole first transition decade.” (p. 12)

> This classification excludes those minorities that ,are not subject to obvious marginalisation” as Hungarians in Romania
and Slovakia. (p. 13)

'8 The correlation between the size of the social protection expenditure and the decrease in poverty due to all transfers is
0.91. When the correlation is disaggregated between pension and non-pension transfers, the correlation for pensions is
0.48 and for other transfers is 0.81. ...This general feature of the EU-10 countries is stronger than in the EU-15 states,
particularly for non-pension transfers, where the correlation is 0.7 for all transfers, 0.31 for pensions and 0.41 for other
transfers.” (Beblavy’s calculations on Eurostat data 2005, p. 15)
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outcomes. His analysis not only shows that the effect of GDP p.c. on different social indicators is
mostly stronger in NMSs than in OMSs, but also the slopes of the conditional correlations of the
inequality indicators tend to be steeper. Especially in population health but also in higher activity and
participation rates of youngsters in education more redistributive policies would most probably lead
to cost-efficient social improvements in these countries. (pp 25-26)

Summary and policy implications

This paper gives a summary of major social challenges and social protection interventions in the EU
NMSs since the Central East European social, political and economic transformation with a closer
look on the past decade covering the years before and after the most recent economic crisis. The
focus of the study is on inequalities, on labour market exclusion especially of women and people with
disabilities. It is showing similar and different policy shifts dealing with these problems of social
cohesion in the NMSs.

The paper presents experiences indicating already immediately after the first decade of CEE
transformation that the once rather similar (on a low level) universalistic and centralized social
protection systems were diverging. Some of them resembled more to Continental/Conservative
welfare regimes, others started to show more common features with Liberal/Anglo-Saxon models,
others again with Southern/ Mediterranean systems or with Social-democratic/Northern models.
There were arguments indicating also that it is exactly the recombination of the classic welfare
typologies that could be considered as a specific feature of the emerging new CEE welfare model.
Others with a special focus on the transformation of the Baltic States have found some specific
neoliberal features of their development with low social spending, a low degree of de-
commodification and low state involvement. In such an approach the Visegrad countries (Czech
Republic, Hungary, Poland, Slovakia) exhibit something in-between the conservative and the liberal
welfare states.

Most of the comparative literature indicates as a specific feature that despite the survival of the
principles of more comprehensive social protection till the 2008 crisis, the “post-communist welfare
state” remained rather weak due to low social benefit levels, low minimum salaries and the low
share of GDP spent on social protection. As limitations to apply better policy solutions the relatively
high level of the shadow economy is often cited in the literature that limits public resources for
benefits and services while counter acts also to reduce poverty by activation policy means.

Given that the most important drivers of inequalities are education levels and labour market
participation social policy interventions on these two fields have primary importance in creating
stronger social cohesion.

The exclusion of women from the labour market In NMSs beside the penalizing effect of low
education levels shows the effects of “child penalty” as well, that underlines the need of family policy
support for wider employment participation of young mothers and for more skill upgrading for older
women.

Policy mixes in different fields of social protection (in family policies, rehabilitation policies, labour
market inclusion and activation, childcare, etc.) are composed of transfers to combat the immediate
effects poverty and of complex services that help people to solve their problems and become
integrated members of their societies in the long run. As to transfers (benefits, allowances,
assistance) NMSs are getting less generous partly due to fiscal pressures, partly with the intention to
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stimulate more employment participation. However the still weak capacities of the different social
services and their unequal accessibility and quality — from employment services to childcare, from
rehabilitation services to education and training — make complex policy mixes incomplete and
inefficient.

There are some sporadic policy shifts towards complex and good quality service development in the
NMSs to increase social inclusion of the most marginalized people but more important investments
are needed in the physical and organizational infrastructure and in the skill development of social
services. The still weak NGO sector of the NMSs should be also supported to find its role and share in
building more cohesive societies.

Such investments in social services beyond the scope of support to inclusion, activation and cohesion
would create jobs for qualified and skilled people not only in developed centers but in small localities
with the aim of better and more even access.

Strong evidence of the project suggests that even smaller increases of redistributive policies might
already lead to more significant positive social impact in NMSs especially in health and in the
increased activity and participation in education of youngsters.
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