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Welfare State Institutions and Welfare
Politics in Central and Eastern Europe:
The Political Background to Institutional
Diversity"

Manabu SENGOKU

Introduction

With the consolidation of basic political and economic institutions
after the regime transformation in Central and East European (CEE)
countries, social policy institutions in these countries have also been re-
aligned or reconstructed.> During the early years, many studies claimed
that CEE countries would introduce a variant of the liberal or residual
welfare system, since these countries would be strongly affected by ex-
ogenous factors, such as globalization of the economy or the requirement
for structural reforms from the International Monetary Fund and the

1 This work has been supported by a Grant-in-Aid for Scientific Research (C)
(Project Number: 18530109, Title: Social Policy of Central and East European
Countries after Entry to the European Union) and a Grant-in-Aid for Scientific
Research (A) (Project Number: 17201046, Title: Comprehensive Comparative
Analysis of System Transformation in the CIS and East-European Countries) of
the Japan Society for the Promotion of Science.

2 In this paper, we are concerned with the EU-8 countries joining the Europe-
an Union in 2004. However, we should include Bulgaria and Romania, joining
the European Union in 2007, and a candidate country, Croatia, in the category
of Central and East European countries.
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World Bank (Ferge 2001). However, in recent years, it has been made
clear by many researches that so-called social dumping has not occurred
as foreseen in CEE countries and that there is great variation among the
newly constructed or totally reformed social policy institutions of CEE
countries, in spite of the fact that these countries have similar historical
experiences and legacies or have been influenced by similar pressures
from outside.’ At present, it has been confirmed that for the welfare re-
forms in CEE countries, environmental (outside) factors have functioned
only as a catalyst (see Sengoku 2004 for details).

Considering this situation, in this paper, we will explore the reason
for the diversification of the welfare institutions in CEE countries by
focusing on domestic politics. To date, many studies have made it clear
that there are several patterns of welfare system configuration in CEE
countries, but very few have analyzed the reason or origin of this diversi-
fication.* This study is intended to fill this gap by focusing on two ques-
tions: What type of welfare systems have emerged in CEE countries?
And why has the development of the welfare institutions taken different
routes among these countries?

The paper is organized as follows. First, we will develop an “insti-
tution-oriented” approach to grasp the characteristics of welfare institu-
tions. Next, we will ascertain the differences among welfare institutions
in CEE countries by comparing the social expenditure structure and
configuration of welfare institutions of these countries. Afterwards,
differences in institutional configuration among CEE countries will be
clarified, and the relationship between the institutional configuration and
domestic politics will be analyzed empirically, focusing mainly on party
politics. The discussion will be summarized in the conclusion.

3 The following are a few random examples: Manning (2004), Aidukaite
(2004; 2006), Cook (2007), Bulracu (2007), Fenger (2007), Inglot (2008),
Szelewa and Polakowski (2008).

4 Cooks (2007) and Inglot (2008) will be the exceptional researches, which
have analyzed the characteristics of the welfare systems in CEE countries in
relation to institutional diversification. However, deep historical analysis by In-
glot cannot be used for the systematic medium-n comparisons as in this paper,
and broad-range comparison of post-communist countries by Cook cannot be
utilized for comparison of similar cases as in this paper.
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1. Data

The analysis of this paper is mainly based on two data sets. One
is Eurostat, which contains basic statistical data on European countries.
The other data set is MISSOC (Mutual Information System on Social
Protection), which is a central information source regarding social pro-
tection legislation, benefits, and financing in European countries. In ad-
dition, I have utilized the websites of related ministries of CEE countries
and some researches made by the World Bank for further information.

2. Institution-oriented Approach to Studying Welfare Systems

First, we avoid the “welfare regime” approach here for the study of
welfare systems in CEE countries, and instead utilize the “institution-ori-
ented” approach. It should be admitted that the welfare regime concept
is useful for grasping the total architecture of welfare institutions. How-
ever, as Kasza states, the welfare regime concept also has limitations
in explaining differences among countries, especially minor differences
among the same categories. Kasza claims that the actual welfare state
has not been consistently structured along any one set of practical con-
cerns or values, as the welfare regime theory supposes, for the following
reasons (Kasza 2002).

1) Social policies are the cumulative work of different governments
and represent responses to a variety of historical circumstances.

2) Major social policy institution reforms often occur in one or another
policy field without others being touched, and as a result, various
welfare policies in one country typically have different histories
from one another.

3) Different fields of welfare policy frequently involve different poli-
cymaking actors.

4) Different fields of welfare policy usually produce different policy-
making processes.

5) In many cases, the effect of foreign models has been immense.
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From these points, Kasza insists that the welfare regime theory
should be avoided, and instead recommends a strategy for comparing
particular policy fields and institutions to understand the characteristics
of various welfare systems; here, we will follow this strategy, which
could be called an “institution-oriented” approach.’

And here, to analyze welfare institutions in CEE countries, we will
employ the typology of welfare state institutions proposed by Kopri
and Palme (1998; 2003). Their typology has been operationalized not
by “welfare regime” indicators such as the index of social expenditure,
decommodification, or stratification, but by institutional characteristics
such as eligibility or benefit level of welfare. In addition, their typology
is systematically connected with the political process (conflicts relating
to the benefit distribution) among social classes concerning the welfare
system. These characteristics are useful for our analysis.

Kopri and Palme proposed five ideal-typical models of social insur-
ance institutions, defined in terms of three separate aspects of institution-
al difference: criteria for benefit eligibility, principles of benefit levels,
and form of program governance (or employer-employee cooperation in
program governance). The characteristics of this typology can be sum-
marized as follows (Korpi and Palme 1998: 665—669; 2003: 430—432):

1) Targeted: Eligibility for benefits is based on a means test, which
results in minimum benefits to those who fall below the poverty line
or are defined as needy.

2) Voluntary state subsidized: Eligibility is based on voluntary contri-
bution, and tax money is used to help mutual benefit societies and
other types of voluntary organizations.

3) Corporatist: Eligibility is based on a combination of contributions
and on belonging to a specified occupational category, and pro-
grams are governed by elected representatives of employees and
employers.

5 Recently, some researchers are also emphasizing the importance and utility
of policy (institution)-based comparison (for example, Kithner 2007 and Szele-
wa and Polakowski 2008).
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4) Basic security: Eligibility is based on residence or contributions
for achieving wide or universal coverage of the relevant population
categories, and benefits are provided at a flat rate or there is a low
ceiling on earnings replacement.

5) Encompassing: Eligibility is based on residence and contributions,
and universal programs covering all citizens for basic security are
combined with earnings-related benefits for the economically ac-
tive population.

Korpi and Palme have systematically related these institutional
models to the political process as follows. (1) Basic security and targeted
institutions are likely to generate a split of interests between the middle
classes and the workers, as the middle classes tend to rely on private
forms of insurance because of low-level benefits (or no benefits in case
benefits are provided on the basis of means testing) from public pro-
grams. (2) Corporatist and encompassing institutions reduce conflicts
between the two classes, as the middle classes as well as the workers are
largely dependent on public programs (although these two models put
the middle classes into very different contexts) (Korpi and Palme 1998:
665-669; 2003: 430—432). By using this typology, we can analyze insti-
tutional characteristics and their relationship with the political process.

However, there is a difference between the approach of Korpi and
Palme and the “institution-oriented” approach adopted here. Korpi and
Palme have tried to connect their institutional analysis with the welfare
state (or regime) typology and have tried to discuss the “retrenchment of
welfare” as a whole, but here, we are trying to analyze the “‘combination
of different welfare institutions” or “institutional configurations” so that
we can analyze the specific characteristics of welfare institutions and
their origins in detail. In general, the pattern of institutional development
varies according to the difference in influential actors of the country.
For example, trade unions have a strong incentive to protect the current
workers, so in general, unions try to promote the introduction of a benev-
olent pension or health care system for workers, but in contrast, unions
tend to be indifferent to welfare outside the labor market (such as child
care systems outside the family or career training for the younger genera-
tion), so the existence of strong trade unions itself does not guarantee the
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introduction of social democratic welfare institutions in the aggregate.®

For this reason, instead of applying the already-existing welfare ty-
pology, we will try to specify the configuration of welfare institutions in
CEE countries first, and then try to find the influential actors that have
shaped the institutional configuration.’

In the next two sections, we will clarify the institutional configura-
tions of welfare in CEE countries. First, to understand the current situa-
tion of welfare in CEE countries, we will survey the difference in social
expenditure structure of these countries, which is caused by the differ-
ence in institutional configuration. And next, we will analyze the institu-
tional configurations of welfare in CEE countries.

3. Social Expenditure Structure in CEE Countries

During the communist era in CEE countries, there existed commu-
nist-type welfare states, characterized as a combination of the conserva-
tive Bismarckian insurance system inherited from the prewar regimes
and the universal welfare system introduced in the postwar era (Cook
2007: 33-41; Inglot 2008: 25-30). Under this communist welfare state,
near-universal welfare was provided on condition that everyone had to
work. However, after the regime transformation, this communist-type
welfare system had to be totally restructured in order to adapt to a new
market economy environment.

The basic directions of welfare restructuring at this time can be sum-
marized as follows: (1) decentralization of social services and responsi-
bilities, (2) privatization of social service responsibilities (for example,
shifting financial responsibility from state budgets to independent social
funds financed by employer-employee wage taxes or to private insur-
ance markets, while legalizing private providers), and (3) replacement

6 As we will see below, in the Czech Republic and Slovenia, there are influ-
ential trade union(s), but child benefit is provided on the basis of income testing
in these countries.

7 This inductive type of analysis is close to the “fuzzy set ideal-type” ap-
proach taken by Szelewa and Polakowski (2008), though we have not taken the
strict (quantitative) standard for our analysis.
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Table 1. Social policy expenditure in EU-8 countries (2006, % of GDP)

Sickness/
Total | Health |Disability| Old age |Survivor

care
Czech

Republic 18.1] 6.2 1.5 7.0 0.8 1.4 0.6 0.1 0.5

Estonia |12.2| 3.8 1.2 54 0.1 1.5 0.1 0.0 0.1
Hungary [21.8] 6.3 2.1 8.9 0.3 2.8 0.7 0.5 0.1
Latvia |11.9] 3.5 0.9 5.5 0.3 1.2 0.4 0.1 0.1
Lithuania| 12.8] 4.1 1.4 53 0.4 1.1 0.2 0.0 0.2
Poland |18.8] 3.8 1.7 9.4 2.1 0.8 0.6 0.1 0.2
Slovakia |15.3| 4.7 1.3 6.1 0.9 1.2 0.5 0.0 0.6
Slovenia |22.2] 7.1 1.9 8.4 1.7 1.9 0.7 0.0 0.5

EU-27
. 214 6.1 1.9 8.5 1.2 1.9 1.1 0.3 0.4

Family/ |Unemploy- . Social
Children ment Housing exclusion

Source: Eurostat

of universal benefits by means testing or poverty-targeted benefits (Cook
2007: 49-52). These reforms have been conducted in all CEE countries,
but with varying degrees. We can confirm this fact by comparing the
structure of social expenditure in CEE countries.

First, the total level of social policy expenditure is shown in Table
1. From this table, the level of social policy expenditure in CEE coun-
tries can be classified into three categories:

a) Countries above the EU-27 average (21.4 percent): Hungary (21.8),
Slovenia (22.2)

b) Countries slightly below the EU-27 average: Czech Republic (18.1),
Poland (18.8)

c) Countries far below the EU-27 average: Estonia (12.2), Latvia
(11.9), Lithuania (12.8), Slovakia (15.3)

Although we should be aware of the problems of using expenditure
on social protection as a welfare indicator (see Kopri and Palme 2003:
432-434; Barlacu 2007: 307), we can at least observe from Table 1 that
there is a distinct difference in the level of social expenditure among
CEE countries, which means that there is a difference in the pattern of
welfare restructuring.
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Table 2. Social insurance contributions structure in EU-8 countries
(2006, % of total contributions)

Employer Protected State Others
Czech Republic 53.9 26.4 18.8 0.9
Estonia 80.1 0.3 19.5 0.1
Hungary 38.6 15.2 40.6 5.6
Latvia 47.1 16.8 35.5 0.6
Lithuania 54.9 6.1 38.5 0.5
Poland 25.9 22.0 333 18.8
Slovakia 44.2 21.4 25.5 8.9
Slovenia 27.1 40.8 30.7 1.4
EU-27 average 394 19.0 36.6 5.0

Source: Eurostat

Table 3. Rate of means-tested social benefits in EU-8 countries (2006,

% of each benefit)
Sickness/ . .
- . Family/ | Unemploy- . Social
Total Health |Disability|Old age [Survivor Children|  ment Housing exclusion

care
Czech

Republic 5.0/ 0.0 0.0 | 0.0 | 0.0 |357 0.0 100.0 | 80.0

Estonia |0.8| 0.0 0.0 | 0.0 | 0.0 0.0 0.0 |Nosystem|100.0
Hungary |4.6| 1.6 0.0 | 0.0 | 0.0 3.6 14.3 100.0 /100.0
Latvia |1.7| 0.0 0.0 | 0.0 | 0.0 0.0 0.0 100.0 0.0
Lithuania] 1.6| 0.0 0.0 0.0 0.0 9.1 0.0 |Nosystem| 50.0
Poland |5.3| 0.0 59 | 00 | 0.0 |75.0 0.0 100.0 |100.0
Slovakia |5.9| 0.0 154 | 33 0.0 0.0 0.0 |Nosystem| 83.3
Slovenia |9.0| 0.0 5.3 1.2 5.9 | 68.4 0.0  |Nosystem| 80.0

EU-27
average 80| 1.5 109 | 4.0 | 32 |250 15.1 n.a. 73.1

Source: Eurostat

Next, regarding the difference in the degree of privatization and de-
centralization, data on the social insurance contribution structure, shown
in Table 2, tells us that there is also a distinct difference among CEE
countries. We can observe that in the Czech Republic and Estonia, the
proportion of state contribution to social insurance is much lower than
the EU-27 average but that in Hungary and Lithuania, the proportion of
state contribution is higher than the EU-27 average.
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Table 4 Family Policy Expenditure in EU-8 Countries (2006)

Social [Family/ [Family/ Means- IMeans-tested family/
expenditure |Children Children tested social |children expenditure
in total (% of GDP) |(% of total  |expenditure  |(% of total family/
% of GDP) social (% of total children expenditure)
expenditure) |expenditure)
Czech Republic 18.1 1.4 7.7 5.0 35.7
Estonia 12.2 1.5 12.3 0.8 0.0
Hungary 21.8 2.8 12.8 4.6 3.6
Latvia 11.9 1.2 10.1 1.7 0.0
Lithuania 12.8 1.1 8.6 1.6 9.1
Poland 18.8 0.8 4.3 5.3 75.0
Slovakia 15.3 1.2 7.8 5.9 0.0
Slovenia 22.2 1.9 8.6 9.0 68.4
EU-27 average 21.4 1.9 9.0 8.0 25.0

Source: Eurostat

Concerning the degree of replacement of universal benefits by
means-tested benefits, Table 3 tells us that there are also clear differences
among CEE countries. In general, the proportions of the means-tested
benefit of CEE countries are lower than the EU-27 average (except Slo-
venia), especially those of the Baltic states (Estonia: 0.8, Latvia: 1.7,
Lithuania: 3.0), in spite of the fact that the general levels of social ex-
penditure in these countries are among the lowest. This fact seems to
contradict common views like “(m)eans-tested social assistance, or ‘tar-
geting the truly needy’, is rapidly gaining ground everywhere in the CEE
countries” (Ferge 2001: 145).

More noteworthy is the fact that there is a distinct difference in
the level of means-tested “family/child” benefits among CEE countries
(see Table 4 for details). While in the Czech Republic (35.7), Poland
(75.0), and Slovenia (68.4), the level of means-tested family/child ben-
efits is higher than the European average (25.0), the level of means-tested
benefits is below the European average in Hungary (3.6), Estonia (0.0),
Latvia (0.0), Lithuania (9.1), and Slovakia (0.0). Among West European
countries, the level of means-tested family/child benefits is roughly re-
lated to the level of total social expenditure, but we cannot find this kind
of relationship in CEE countries (see Figure 1). This point is one of the
distinctive characteristics of CEE countries.
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Figure 1. Relation between the Total Means-tested Benefits and Fam-
ily/Child Means-tested Benefits
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We therefore conclude from these data that there are distinct differ-
ences in social expenditure structure among CEE countries. In the next
section, we will analyze the difference in institutional configuration of
welfare in these countries by focusing on old-age pensions, health care
and sick benefits, and child care programs.®

4. Social Policy Institutions and Their Configuration in CEE
Countries

First, regarding the classification of institutional configurations be-
low, we will follow the procedure posed by Korpi and Palme as follows

8 Concerning the subject of analysis, Korpi and Palme have used their typolo-
gy to classify the institutional structures of old-age pensions, sickness insurance
programs, and unemployment insurance as being of importance for all citizens
as well as for the formation of interest groups. Here, we include family support
programs instead of unemployment insurance, because, in addition to the fact
that child care programs have also been important for a broad range of citizens
and for the formation of political cleavages, it is possible that the differences in
child care programs have produced different types of welfare system in CEE
countries, as we have seen in this section.
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(Korpi and Palme 1998: 669—670)°: (1) separating out means-tested pro-
grams and voluntary state-subsidized programs by the relevant qualitative
criteria (bases of entitlement and benefit level principle), (2) identifying
the corporatist model in terms of the existence of multiple programs di-
rected at separate occupations, and (3) distinguishing basic security and
encompassing programs, based on the degree of earnings relatedness of
benefits and program coverage.

We now proceed to comparing the social policy institutions of CEE
countries with respect to this procedure.

4-1. Old-age Pensions

The main characteristics of old-age pensions in CEE countries are
summarized in Table 5. The results of the classification of these old-age
pension systems according to the procedure above are as below:

1) Encompassing model: Estonia, Latvia, and Slovenia
2) Basic security model: Czech Republic, Hungary, Lithuania, Poland,
and Slovakia

First, there are no means-tested benefits or occupationally divided
schemes in old-age pensions in CEE countries, so the pension systems
can be classified either under the basic security model or the encompass-
ing model." And judging from the bases of entitlement and benefit level
principles, we can categorize the pension systems of Estonia, Latvia,
and Slovenia into the encompassing model, because in these countries,
the entitlement bases of the pension system are both citizenship (or near
universal) and labor force participation, and benefit levels are decided
using both a flat rate (or minimum rate) and substantial earnings related-
ness. The old-age pensions of other countries can be categorized under

9 Regarding the Baltic states, Aidukaite has also made a comparison of social
insurance institutions by utilizing the framework of Korpi and Palme (Aidukaite
2006). However, Aidukaite does not strictly follow the procedure of Korpi and
Palme cited here, so her classifications are slightly different from the classifica-
tion used in this paper.

10 Except Poland, where there is a distinctive pension scheme for farmers.
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Table 5 Structure of Pension System in CEE Countries

the average earnings

Czech Republic Estonia Hungary
All economically active Employees,
persons, assimilated groups self-
Crive;rage of the system (compulsory (ex. foster care, volunteer  |All residents employed,
y work, students, unemployed, assimilated
etc.) oroups
First pillar
Basic amount + earnings
Calculation method related (The accrual rate will Basic amount + |Earnings
be discounted for higher carnings related |related
earnings.)
|2) Basic pensions (or their substitute)
Targeted (higher benefit to poorer "
ensioners by means testing)
Basic (flat rate for all insured) * *
Minimum (earnings related but
lguaranteeing minimum benefits)
b) Earnings-related pensions
Statutory schemes DB DB (pomt' DB
accumulation)
Second pillar
Mandatory
Statutory schemes Voluntary private fund Mandatory fully fully funded
funded DC
DC
Contribution rates (% of gross salary)
20.0 (from 335
Total (employee/employer) 28.0 (6.5/21.5) general social tax| ©.5 /2' 4.0)
33.0 (0/33)) T
[Rate for second pillar n.a. 8.0 8.0
Gross replacement rate (% of
individual net earnings)
Individual earmggs equal to half of 70.5 53.4 75.4
the average earnings
Individual earnings equal to the 44.4 516 75.4
|average earnings
Individual earnings equal to double 25.4 482 75.4

Note — DB: defined benefits, NDC: notional defined contribution, DC: defined

contribution

Source: Whitehouse (2007, 16); Kasek et al. (2008, 7); MISSOC and homep-

ages of related ministries
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Basic amount

Earnings related

Latvia Lithuania Poland Slovakia Slovenia

Employees, S?If fenllployed, Employees, |All employees |[Employees, Emplo)-/ees .

unemployed, individuals . (including part-time
. . self-employed |outside self-employed

nursing children or o . o workers), farmers,
. . with high agriculture, with high

receiving maternity/ . . self-employed,

. income unemployed income
|sickness benefit unemployed
Earnings related with Earnings

Mandatory fully funded

funded DC (with|

Mandatory fully

fully funded

minimum pension . . - related with  |Earnings related with
. + carnings with minimum .. . ,
corresponding to length of . minimum minimum pension
. related pension .
|service pension
*
* sk * *
DB (point
INDC DB NDC (point g
accumulation)
Mandatory fully Mandatory

DC opt-out option) funded DC DC
23.65 (from social 26.35 19.52
insurance 33.09 (9/24.9)) | (2.5/23.85) (9.76/9.76) 18.0(4.0/14.0)) 2435 (15.50/8.85)

10.0 5.5 (optional) 7.3 9.0 n.a.
69.9(m)/

63.6 65.2(f) 56.9(m)/48.4(f) 48.6
53.4(m)/

58.2 48.6(f) 56.9(m)/41.4(f) 48.6 68.7
45.1(m)/

58.2 40.3() 56.9(m)/41.4(f) 48.6
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the basic security model, mainly covered by insurance for workers and
related groups.

4-2. Health Care Systems

Here, to classify the characteristics of the health care system, we
will use health care coverage data (Table 6) and the level of sickness
benefits (Table 7). According to these data, health care systems in CEE
countries can be classified as follows:

1) Encompassing model: Estonia, Latvia, and Slovenia
2) Basic security model: Hungary, Lithuania, Poland, and Slovakia
3) Mix of encompassing and basic security model: Czech Republic

Countries following the encompassing model have universal insur-
ance systems, broad coverage of benefits and services, and a high (or
no) ceiling for sickness benefit, all of which mean that services for the
middle classes are included in the public insurance system. In contrast,
countries belonging to the basic security model have institutions mainly
targeting employees with a limited range of services and benefits and a
relatively low level of benefits, all of which would encourage the middle
classes to seek additional private services. The Czech Republic falls un-
der the category between the encompassing and the basic security model.
Here, the insurance system itself has universal characteristics, but the
range of benefits and services is limited and the ceiling for sickness ben-
efits is low.

4-3. Family Support Programs

Concerning family support programs, we will use child benefits for
school-age children (Table 8) and child care fees during the nursing period
or parental leave (Table 9) as criteria for classification. According to these
data, family support programs in CEE countries can be classified as below:

1) Encompassing model: Estonia, Hungary, and Latvia

2) Basic security model: Slovakia

3) Targeted model: Czech Republic, Poland, and Slovenia
4) Combination of different models: Lithuania

- 158 -



‘WELFARE STATE INSTITUTIONS

(9oua10§01 995) sarysIUIW poje[al Jo safedowoy pue HOSSIIA :99IN0S
SSNIP ‘SIOIAIIS [RIIUISSI IIPUN PAIIA0D

jou 2180 Jusnedino pue yuenedur [y SOJTAIOS [ETJUISSD JO AFLIOA0D [[N,] Q0URINSUT [BSIOATU()| BIUOAO[S

de)s oYy Aq|

painsur a1e (s1ouorsuad ‘UIP[IYd ‘Syuapmys

9 93k Jopun UAIP[IYO 10 SOIAIdS|  "xd) uonendod pagudyreyo A[[eoruouodsy
218D JO S[OAQ] [V )eay pue a1ed danudAald ‘oreo KouaSrowyg ‘s10kojdwd pue seakojdwr| eryeaols

painsur 3y jo

SOOIAIAS | SIOQUUOW AJIWURY ‘SIOULIR) ‘SIUPNIS ‘SIJoudq

suerondo pue sarderoy) saneurd)e ‘K103ins [e100s 1230 Jo syuardioar ‘siouorsuad
QI [RIUAP ‘SNI JIJOWISOJ SB [ONS UOISN[OXd dUWIOS UM ‘[[Y ‘suos1od pokodwa-jos ‘sookojdwg| puejod

spunj orjqnd yim paInsul Are SIqUISW AI[Ite)

Juopuadop pue ‘uawAo[dwaun ‘UIP[IYO

uowyean) A10je[nquie ‘suorsuad Jo 9dK) Aue (Im papINuD SUOSIOJ
10J SpIe [edIpawW dWOS pue sIni PRI2A0D DIAIIS [[Y ‘s10Aed uonnqLIUOd 1oyj0 pue sadkojdw | eruenyiry

sSnip pue sweisoid uonezrunwiwi ‘Ied
AJTuIR)BW ‘SISLISIP SNOITRIU0D PUB PapIwsuLs)

sjuowAed-00 ym edroned|  A[enxas Jo Judwear) pue uonuarald ‘saseasip (yuowAed-00 pue xe)
s1gouaq A10)nje)s SuIA190a1 syuaned [[y | O1UoIyd pue 9ok Jo Judwean) a1ed AouoSiowrq| Aq pasueul)) Wo)sAS [j[eay oIseq [eSIOAIUN|  BIAJET]

uonnqLIuod

Suiked woij peydwoxs dIe SIOUOISURJ

$901A19s [eydsoy ‘JUSWIUIDAO0S [BO0] pue 3je)s ay Aq pred

Jo sooeds 9101, BIIX3 PUR ‘[BIIJaI SOJIAIRS| a1k paau [e100s ur 9jdoad pue pakojdwaun
JNOYIIM SIJTAIS JUAUBAT) [RIUS(]| QIeD AIeId) pue AIepuodds ‘Arewtid [[e jsowy ‘syuapuadop pue saakojdwg| AreSuny

uonNqLIIuOd

a1Bd Suiked woiy paydwoxs are uowom

a1ed judnedur|  [eIUSP INPE JO 9FeIDA0D pAyIWI] Puk ‘SAJ1AIRS| JueuFaid pue ‘s1ouoisuad yuopmnis ‘UdIP[IYD

‘aIed Is1Te1dads Juonedino ‘sgnip suerondo pue sarderoy) oaneuId)[e ‘K1o3ns ‘pred
uonduosaid juanedino ‘sysia swoy Jo O1}OUIS0D SB YONS UOTISN[OXd AWOS YIIM [[V| ST XB) [RID0S J[BYQq 9SOUYM UO SJUIPISAI [[y| BIUO)SH
SpIE [BOIPAW a1ed 9ATIRIND [eyIdsoy pue A10je[nquie orqndoy
puE SINIp WIS ‘SIIIAIAS [BIU ‘521npa201d O1ISOUTBIP ‘SIITAIIS JANUIAIJ QoueINSUl [BSIAATUN|  [09Z)

901AI3S sjuowAed-0)

PAIOA0D IDIAIRG

Ommx—o\rco QdueInsuy

SILUNOD) TAD Ul WAYSAS 248D I[EIH 9 I[qEL

-159 -



ManaBu SENGOKU

(9oua19521 9935) sarysIuIw paje[al Jo sofedowoy pue DOSSIIA :99IN0S
soLm[ur paje[ar JuowAo[dwe-uou Jo 9sed)
K1efes| ur 9,08 ‘ssauf[r 03 anp 9,06 Ainfur juswkordwa
QUON. SSQU[I 10} JedA [ |[ensn suosiod painsur| Jo 9sed ur A1efes AJyjuo 93eIoA. o) JO 9,00 || BIUSAO[S
Kep Sunjiom
1od (pakordwa (0sE33IS
-J[9S 10} 0ST) 0SE|  JO ONJBA WNWIXEW) JAJJBAIAY) %06 PUL SKep
QUON ssou[[1 10J 18K | SIS WNWIXBJA[| 91T} JSI 91} J0F dWI0dUT AJIEp 19U 1) JO 9% .| BIeA0[S
(s10K01dwd oY) wogy JuowAed| 3sonbal §,10100p & UO PIPUAXD SYIUOW 9211} ISB| (quoprooe
© 0] PO[INUD ST IOYIOM B| 9q UL SJUOU ¢ ‘(SISO[NdIoqn)| FULINp UOIRIOUNWIL yuowAojdwo ue Aq pasned sem JIom I10J
pourad siyy SuLINp) sABp G¢|  JO 9SBO UI [IUOUW ) [JUOW 9| 9FBIOAR A1) JO 9%,007| Aoedeour ayj J1 9,00]) uoneiounuwal Jo o,08|  puejod
SISO[NOIAqN) JO 9SO A} Ul SKEp
JAIINJASUOD ()7 ‘SAep Iepuded o3em (sAep om) 181y 3 10
Aep | 9AINOASUOD 7Q] UBLY) AIOW ON 93eI0AR JO 9%0GE|  %08) 9Fem Arojesuaduwiod a3eIoA. oy} JO 9, cgferuenyyr|
S[eAIa1ul 1 pajeadar
S1 3y1om 10J Ayoedeour Ji s1eak
2011} Jo poriod & SuLmp syoam
8/ uey) a1ow ou ‘paydnirdjurun
S1 y10Mm Joj Ayroedeosur Ji (Aep pi¢ pue pug 9yj 10} 9,6/ ) Aep
Kep | SYOAM TG UBY) 9IOW ON SUON/| iy A woxy oFem [euonjeu d3eIoAe o) Jo 9,08]  BIART
(uonnqQuIUOd AILINOJS
[B100S pUB UONEXE) SS9 J1 %09 ‘s1edk 7 uey)
QUON ssau[[1 10J JeoA 1| 03 9[qer| Inqg) duoN | J193uo] s1 porrod pansur oy J1 suruied jo o,0/L| AreSuny
Aypijeaut 1oy uonedyijenb
10 Je3A 19pud[ed © uLnp sAep uosiad
QUON JIOPUA[ED ()6 UBY) dI0W ON JuoN PaInsul JO SWOIUI AJIBp 9FRISAR d) JO 9%,08| BIUOISH
(s10Ko1dwd o) woy Juowked Kyipieaur Kep 119 WOIJ %7/ ‘Aep Y309 01 1S] ¢ WO %99
© 0] PO[IUD SI IOIOM © 103 uoneoyirenb 10 (painsse Kep Sunjiom 12d| ‘Aep yio¢ 01 Y161 2yj woiy (dwoodur unnqryuod| orqnday
pourad sryy Surnp) sAep 1| ST 1040091 J1 s18aK 7) 180K | 909 ID)ZD) WNWIXBIA|9Y} WOIJ PAJBINO[Ld) 9Seq JUSWSAsSe Y} Jo 209  yooz)
SAEP SULTEAL pouad uoneing SuI[190 s)youag 9rer Judwodeday| Anuno)

SALUNOD THD UI JYIUI SSIWIIS 03 JUIWIPHUT YL, °L IqEL

- 160 -



‘WELFARE STATE INSTITUTIONS

Table 8. Child Benefit in CEE Countries

per month

Czech Republic |Estonia Hungary Latvia
Description Income-tested |Universal child |Universal child |Universal child
child benefits  |benefits benefits benefits
Eligibility Family income |Residents Citizens, legal |Citizens, non-
below 3 times refugees, and  |citizens with
the minimum immigrants a Latvian
living standard passport,
permanent-
residence
foreigners
Benefit level Depends on Flat rate Depends on Depends on
(monthly amount |income and age |(increased number of number of
per child) of the child for families children and children
with 3 or more |household
children) characteristics
Duration Until the Until age 16 (or |Until the Until age 15 (or
completion of |19 if a student) |completion of |20 if a student)
compulsory compulsory
education (or 26 education (or 24
if a student) if a student)
Lithuania Poland Slovakia Slovenia
Description Universal child [Income-tested |Universal child [Income-tested
Benefits child benefits  [benefits child benefits
Eligibility Residents (at  [Residents with |Residents Residents with
least 1 parent) [family income income below
below 504 PLN 75% of average

monthly wage

24 if a student
with more than
two children)

24 if a student
or disabled)

25 if a student
or disabled)

Benefit level Depends on age [Depends on age |Flat rate Depends on

(monthly amountjand number of |and number of income and

per child) children children number of
children

Duration Until age 18 (or [Until age 18 (or [Until age 16 (or [Until age 18 (or

25 if a student
or disabled)

Source: Ringold and Kasek (2007, 61-62); Kogan et al. (2008); MISSOC and
homepages of related ministries (see reference)
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Table 9 Parental Leave and Child Care Fee Programs in CEE Countries

for non-working

parents.

for non-working
parents.

Czech Republic  |Estonia Hungary Latvia
Coverage Child care fees for| Combination of |Combination of |Combination of parental
parents providing |parental leave for |parental leave for |leave for workers and
full-time care at |workers and child|workers and child |child care fees for non-
home care fees for non- |care fees for non- |working parents
working parents |working parents

Duration 4 years a) Child care a) Child care fees for |a) Child care fees for

(under normal fees for non- non-workers: 3 years| non-workers: 2 years b)

conditions) workers: 3 years |(8 years for families |Parental leave: 1 year

b) Parental leave: |with 3 or more
575 days children) b) Parental
leave: 2 years

Paternal Leave|n.a. n.a. n.a. 10 day

Child care Flat-rate family |a) Child care a) Child care a) Child care fee: flat

funding allowance fees: flat rate b) |fees: flat rate b)  |rate b) Parental leave:

(choice between |Parental leave:  |Parental leave: 70% of the monthly
increased rate, calculated based |70% of the daily |average wage for the
shorter duration |on the parent's  |average earnings |first year, flat-rate for
or decreased rate, |wage of the previous the second year c)
longer duration) year Paternal leave: 80% of
the average wage of the
benefit recipient
Note Full-time working|Child care Child care Child care fees and
parents can fees and wage fees and wage wage compensation
receive the fees if |compensation compensation cannot be received for
s/he ensures care |cannot be cannot be received|the same child.
for the child by  |received for the |for the same child.
another adult. same child.
Lithuania Poland Slovakia Slovenia

Coverage Parental leave [Parental leave Child care fees for |Parental leave for
for workers for workers parents providing workers (insured by
(insured by health |(insured by health ffull-time care at  |health insurance)
insurance) insurance) lhome

[Duration 2 years 24 months 3 years 260 days

under normal

conditions)

Paternal Leave [Maximum 1 monthn.a. n.a 90 days (of which 15
days have to be used
during the first 6 months|
of the child)

Child care 100% of the salary [Flat rate Flat rate 100% of the average

funding of beneficiary for monthly gross wage of

the first year, 85% the entitled person
for the second year|
(100% of the salary|
of beneficiary for
paternal leave)
[Note [No systems exist [No systems exist [No systems exist [No systems exist for

for working

parents.

non-working parents.

Source: MISSOC and homepages of related ministries (see reference); Ringold and
Kasek (2007, 47-49) for Hungary
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Table 10. Institutional Configuration of Welfare in CEE Countries

Characteristics Main targets Countries
Institutions Universal coverage + | Universal (in reality, | Estonia
providing universal |benevolent benefits for | priority on the Latvia
benefits working people middle classes) Slovenia
Institutions for the | Low-level basic security Need Lithuania
needy and targeted benefits Y Poland
Workers in Czech
Institutions for Priority on specific Rep ubl.l ¢ and Czech Republic
specific group(s) roup(s) Slovakia Hungary
pectiic group group Middle-class Slovakia
families in Hungary

Source: Author

Family support programs in Estonia, Hungary, and Latvia can be
classified as encompassing, for these countries have both a child allow-
ance system for caring at home and parental leave for employees. Next,
family support programs in Slovakia can be classified as basic security,
because the benefit of universal child allowance is provided at a flat rate
and child care fees are given only to families nursing at home, both of
which encourage the middle classes to seek additional private services.
Programs of the Czech Republic, Poland, and Slovenia can be classified
under the targeted model, as in these countries there are means-tested
child allowance and limited child care fee programs (only for parent(s)
nursing at home in the Czech Republic, and only for working parent(s) in
Poland and Slovenia). In Lithuania, there are combinations of different
models; there is a parental leave system only for working people, but
concerning child benefit systems, benefit is provided universally.

4-4. Configuration of Welfare Institutions in CEE Countries

The results of our classification are summarized in Table 10. Ac-
cording to these data, we will classify the institutional configuration of
social welfare in CEE countries as follows:

1) Institutions providing universal benefits: Estonia, Latvia, and
Slovenia
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2) Institutions for the needy: Lithuania, Poland
3) Institutions for specific group(s): the Czech Republic, Hungary, and
Slovakia

The welfare institutions of Estonia, Latvia, and Slovenia have been
designed not only for the needy and workers but for the middle classes,
and in this institutional configuration, the middle classes receive relative-
ly preferential treatment. Next, welfare institutions in Lithuania and Po-
land have been constructed mainly for the needy. It seems that in these
countries, the main purpose of social policies is to restrain social expen-
diture rather than to supply proper welfare benefits. Lastly, the welfare
institutions of the remaining countries have been structured for specific
groups. Institutions of the Czech Republic and Slovakia provide benefits
mainly for (lower-class) workers, because the welfare institutions of
these countries provide flat-rate or low-level benefits for the broad popu-
lation, and for this reason, the middle classes seek additional services by
themselves. In contrast, institutions in Hungary have been constructed
mainly for families, as in Hungary, benevolent family benefits coexist
with basic security old-age pensions and health benefits.

5. Institutional Configurations and Their Origins

Now, let us turn to analysis of the differences in institutional con-
figurations among respective CEE countries.

5-1. Cases of Universal Institutions: Estonia, Latvia, Slovenia

In Estonia, Latvia, and Slovenia, political parties have played major
roles in introducing universal welfare institutions, as major political par-
ties in these countries, irrespective of their right-left position, have clear
preferences for welfare. This fact can be found in the researches con-
ducted by the team of researchers headed by Hans-Dieter Klingemann.
They have gathered data on the policy preferences of parties, govern-
ments, and electors of European and other OECD countries by coding
manifestos and other published programs of political parties (Klinge-
mann et al. 2006). And here, we will use the data on the relationship
between the right-left position of parties and governments and their wel-

-164 -



WELFARE STATE INSTITUTIONS

fare policy preferences (Tables 11 and 12). Here, regarding the right-left
position, a negative score represents a left position and a positive score
represents a right position, and concerning welfare policy preference, the
larger the score is, the more the party is inclined to welfare. According to
these data, it can be observed that the parties’ and governments’ welfare
policy preferences of the countries classified into the universal group are
relatively higher than those of the other countries."!

However, there is also a clear difference in welfare politics between
Estonia and Latvia on the one hand and Slovenia on the other, as we
have seen before. Concerning Estonia and Lithuania, it has been said
that, paradoxically, weak representation of the left has produced consen-
sus and pragmatism regarding social policy (Mikkel 2006: 24; Pabriks
and Stokenberga 2006: 54-55). In both countries, radical reforms of
the economy during the early period of transformation have produced a
severe economic situation for the people, but left parties could not attract
voters during this period because of their organizational inefficiency,
so center and right parties have tried to attract potential left voters by
welfare benefits. To attract both the left voters and center-right voters,
all parties have tried to introduce a universal model, benefiting both the
workers and the middle classes. However, in both countries, major par-
ties have kept liberal economic policies such as balanced finance or the
introduction of flat-rate tax, as these parties do not intend to sacrifice a
liberalized economy for welfare. In addition, there are no influential
labor unions or other organizations representing the interests of workers
in either country. As a result, a combination of liberal economic policies
and universal welfare institutions has been produced. This institutional
configuration has given benefits mainly to the middle classes, as liberal

11 This difference can be checked by the t-test. Comparing the averages of
welfare policy preference of universal institution countries (Estonia, Latvia,
Slovenia) with those of other countries by the t-test, we find that the t-value of
party welfare preference is 5.51 (statistically significant at 1 percent with 66
degrees of freedom), and that the t-value of government welfare preference is
2.21 (statistically significant at 5 percent with 85 degrees of freedom).
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Table 11. Party Preference for Welfare Policy in CEE Countries

Countries Party name Right-Left | Welfare policy
position |preference
Czech Republic [ KSBM Communist Party -11.22 10.25
CSSD Social Democratic Party -1.29 13.39
ODA Civic Democratic Alliance 17.65 9.51
ODS Civic Democratic Party 31.90 3.78
KDU-CSL Alliance -0.19 10.08
SPR-RSC Coalition for the Republic 4.89 4.40
DZJ Movement of Pensioners 3.54 10.79
HSD-SMS Movement for an Autonomous
Democracy 8.38 1.77
Average 6.71 8.00
Standard Deviation 13.11 4.11
Estonia Moodukad People’s Party Moderates -6.14 14.92
Kesk Centre Party -6.84 28.58
ER Reform Party 8.40 13.98
Isamaa Pro Partia Union 16.21 11.63
KMU Coalition Party and Rural Union 6.30 12.64
Average 3.59 16.35
Standard Deviation 9.91 6.95
Hungary MSzP Socialist Party -1.68 15.22
FiDeSz Federation of Young Democrats 10.94 8.88
SzDSz Alliance of Free Democrats 9.42 8.98
FiDeSz-MPP-Alliance 8.18 10.34
MDF Democratic Forum 6.75 6.19
gg]l?tI;IP Christian Democratic People’s 372 1137
FKgP Independent Smallholders' Party 13.91 5.11
Average 8.03 9.44
Standard Deviation 4.85 3.36
Latvia LC Latvia’s Way 11.79 10.14
TSP National Harmony Party -18.61 22.32
TP People’s Party 4.96 15.23
TUB For the Fatherland and Freedom 6.74 10.34
TB-LNNK Alliance 4.49 11.25
Average 1.87 13.86
Standard Deviation 11.81 5.16
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Lithuania LDDP Democratic Labour Party 14.27 8.82
LSDP Social Democratic Party -4.17 9.77
LCS Centre Union -0.08 6.80
LKDP Christian Democratic Party 9.00 10.87
LDP Democratic Party 6.12 9.11
TS Homeland Union 12.28 7.43
LLRA Election Action of Lithuania’s Poles -1.34 5.94
Average 5.15 8.39
Standard Deviation 7.14 1.74
Poland SLD Democratic Left Alliance -1.57 14.85
UP Union of Labour -14.45 14.10
UD Democratic Union 14.88 7.67
g{il:ngonfederatlon for Independent 12.63 6.87
PSL Peasant Party 15.51 7.71
MN German Minority -1.35 5.55
Average 4.28 9.46
Standard Deviation 12.04 3.97
Slovakia SDL Democratic Left -7.92 11.51
KDH Christian Democratic Movement 16.62 8.45
SNS National Party 13.76 7.38
I;l%?aig/lovement for a Democratic 6.62 924
ESWS-MKDH Coalition ESWS-MKDH -0.61 7.61
SMK-MKP Hungarian Coalition -11.86 17.95
Average 2.77 10.36
Standard Deviation 11.55 4.01
Slovenia ZS Greens -15.68 7.54
SDSS Social Democratic Party of Slovenia| -11.00 19.33
ZLSD Associated List of Social Democrats| -13.92 16.74
LDS Liberal Democratic Party 22.89 12.10
DSS Democratic Party -33.15 26.40
SKD Christian Democrats -0.55 10.63
SLS People's Party 2.52 10.81
SNS National Party 3.16 14.13
Desus Democratic Party of Pensioners -10.48 25.59
Average -6.25 15.92
Standard Deviation 15.65 6.69

Source: Author, from the data of CD-ROM of Klingemann et al.(2006)
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economic policies have wiped out universal benefits for non-workers, '
and it will also suit the interests of right and center parties, which rely on
the support of middle-class electorates.'

It should be noted that there are also some differences between the
two countries. Take the case of pension reform. In Estonia, there has
been policy coordination between parties and the public during the pen-
sion reform, and the government has succeeded in introducing the new
system supported by the public (Leppik and Méannik 2002: Leppik and
Vork 2006), so the pension system of Estonia is generous towards em-
ployees.'* In contrast, in Latvia, there has been little public debate con-
cerning pension reforms, and mainly government specialists and foreign
advisors have designed the system (Bite 2002: 149—151). So in Latvia,
a more individualistic notional defined contribution pension system has
been introduced.

Next, let us take the case of Slovenia. Unlike Estonia and Latvia,
there is a right-left party cleavage. However, in spite of the difference
in policy preferences, major parties have achieved a high level of con-
sensus on the four basic values: respect for human rights, parliamentary
democracy, European integration, and the welfare state (Fink-Hafner
2006: 213), and this may explain the introduction of universal welfare
institutions in Slovenia. In addition, we should also take the power of
trade unions into consideration. Here, the influence of labor unions on
the political process of social policy formation has been relatively strong
among CEE countries, and this factor has affected the introduction of

12 It has been observed that in Estonia and Latvia, the difference between the
risk of poverty rate before social transfer and the same rate after social transfer
is small, which means that social benefits have not functioned for the needy (see
Masso and Paas 2006: 154—156)

13 In Estonia, it is confirmed that the support of the poor goes mainly to the
nationalist-populistic parties (Mikkel 2006: 40—42).

14 For example, in Estonia, pension and other social tax have been paid only
by employers. Employers resisted this contribution during the reform discus-
sion, but the government and parties have supported workers who questioned
the feasibility of the copayment contribution system (Leppik and Ménnik 2002:
119).
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generous welfare institutions for workers, such as benevolent salary re-
placement of sickness benefit or child care fees (Sengoku 2008).'3

5-2. Cases of Institutions for the Needy: Lithuania, Poland

Regarding Lithuania and Poland, contrary to the universal cases
above, major political parties in these countries, irrespective of their
right-left position, have little preference for welfare (see Tables 11 and
12 for details).'® In addition, in both countries, there are no influential
welfare lobbies. For these reasons, the welfare institutions have been
restructured mainly by government specialists, and this has produced in-
stitutions mainly for the needy.

In Poland, during the early period of regime transformation, there
was political competition between the ex-communist Democratic Left
Alliance (SLD) and ex-Solidarity, Christian Democratic Parties, com-
bined with competition between the former official labor union and the
“Solidarity” labor union. This party-union competition has prevented
the systematic development of welfare institutions, as both groups have
tried to disturb welfare reforms conducted by the government of the other
group.!” In addition, after 2005, both the SLD and the Christian Demo-
cratic Parties lost their influence because they lost the support of the
majority of the electorate, and a newly emerged liberal party and conser-
vative party, both of which have little preference for welfare, have seized
the major party positions. And for this reason, in recent years in Poland,
welfare institutions have been rapidly liberalized and marketized.

15 Concerning the introduction of the benevolent parental leave system, we
should also take the high rate of labour market participation of women in Slove-
nia into consideration (Sengoku 2009).

16 The data in Tables 11 and 12 do not include the code of the current two
major parties, PiS (Law and Justice) and PO (Civic Platform), both of which are
indifferent to universal welfare and are inclined to a liberal economy, so now,
the index of Poland will be much lower than the data shown in Tables 11 and
12.

17 During the early years of transformation, both labor unions united in their
opposition to any reduction in welfare, but since 1993, when the ex-communist
parties formed the government, antipathy between the two unions has grown
rapidly.
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Table 12. Government Preference for Welfare Policy in CEE Countries

Countries Government Year | Right-Left position | Welfare policy preference
Czech Republic 1990 14.37 1.20
1992 17.56 4.54
1993 17.56 4.54
1996 16.08 6.03
1998 0.26 8.02
2002 -4.51 16.29
2004 -4.51 16.29
2005 -4.51 16.29
Average 6.54 9.15
Standard Deviation 10.70 6.21
Estonia 1992 1.54 9.29
1995 -0.16 15.66
1995 7.95 12.96
1996 5.74 13.64
1997 -0.16 15.66
1999 7.20 16.20
2003 0.53 17.99
2005 2.07 15.99
Average 3.09 14.67
Standard Deviation 3.35 2.67
Hungary 1990 4.59 3.83
1993 4.59 3.83
1994 11.71 11.95
1998 7.71 9.41
2002 -8.86 20.15
2004 -8.86 20.15
Average 1.81 11.55
Standard Deviation 8.67 7.37
Latvia 1993 13.08 3.60
1994 16.96 4.06
1995 2.89 21.63
1997 2.89 21.63
1999 3.67 9.12
2000 3.67 9.12
2002 -3.87 15.47
2004 1.52 17.39
2004 -2.48 17.02
Average 4.26 13.23
Standard Deviation 6.73 6.97
Lithuania 1992 28.81 5.93
1993 28.81 5.93
1996 28.81 5.93
1996 13.86 6.35
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1999 16.91 6.19

1999 15.70 6.35

1999 15.70 6.35

2000 0.60 6.00

2001 -7.73 11.07
Average 15.72 6.68
Standard Deviation 12.73 1.66
Poland 1991 18.69 6.81
1992 19.31 6.56

1992 23.74 3.80

1993 25.76 3.66

1993 -11.53 14.53

1995 -9.43 12.40

1996 -9.43 12.40

1997 12.65 15.63

2000 17.02 14.36

2001 2.75 13.07

2003 -3.70 14.78

2004 2.75 13.07
Average 7.38 10.92
Standard Deviation 13.77 4.42
Slovakia 1990 -7.03 6.76
1991 19.75 1.23

1992 2.44 9.76

1993 2.62 9.38

1993 2.44 9.76

1993 2.62 9.38

1994 10.96 6.68

1998 -1.27 14.03

2002 22.04 6.09
Average 6.06 8.12
Standard Deviation 9.63 3.52
Slovenia 1990 -12.02 13.31
1992 18.24 6.35

1993 23.09 10.50

1994 29.65 10.57

1996 38.25 11.30

1997 -1.67 14.76

2000 2.23 17.76

2002 2.24 17.19

2004 2.00 17.70
Average 11.33 13.27
Standard Deviation 16.63 3.94

Source: Author, from the data of CD-ROM of Klingemann et al. (2006)
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In Lithuania, there is an influential social democratic party, and
the right-left dimension affects the voting behavior of the electorate.
However, this right-left axis has been linked to political values, such as
evaluation of the communist era or the attitude toward the church, so in
general, it is admitted that correlation between self-identification of the
electorate on the right-left scale and income or economic attitude is very
low (Aidukaite 2004: 19; Ramonaite 2006: 80-81). For this reason, ma-
jor parties are in general indifferent to welfare problems.'® In addition,
there are no influential labor unions in Lithuania, and most of the welfare
institution reforms have been conducted mainly under the pressure of ac-
tors preferring liberal economic policies, such as employer organizations
or international organizations (see Lazutoka 2006 for pension system
reform). Because of the lack of parties’ welfare preference and strong
welfare lobbies, universal welfare institutions as in the other two Baltic
states have not developed in Lithuania.

5-3. Cases of Institutions for Specific Groups: The Czech Republic,
Hungary, Slovakia

In these countries, there are welfare lobbies pursuing specific
interests, and this factor has affected the formation of a specific configu-
ration of welfare institution.

In the Czech Republic, reformation of the welfare institutions has
been one of the major political issues, and so far, it has been affected by
the changes of government (as can be observed in Table 12). During the
early period of transformation, governments headed by Klaus planned
to introduce a basic security model while, for example, weakening the

18 As for the indifference of political parties to welfare in Lithuania, Aidukaite
indicated that, compared to the Estonian and Latvian elites, the Lithuanian elite
is basically inclined to the Anglo-Saxon type of welfare model mainly because
of the historical experience and religious tradition. In Lithuania, the powerful
Catholic Church has had an impact upon “subsidiarity”’-type welfare formation,
but in Estonia and Latvia, the Protestant Church has helped community-based
welfare systems. In addition, concerning the latter two cases, closer cooperation
with the Nordic countries has also influenced the formation of welfare institu-
tions (Aidukaite 2004: 19-21). However, we should not overvalue the role of
cultural or religious factors (see Sengoku 2009 in detail).
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earnings relation in state pensions to encourage people to join private
schemes, introducing means testing for entitlement to family-related ben-
efits, or strengthening the insurance principle and individual responsibil-
ity in the health care system. However, though the introduction of the
means-tested family benefit system was achieved in 1995, other reforms
were not realized because of internal disputes among government par-
ties. In addition, after the Social Democratic Party acquired the position
of government party in 1996, the current pension system and health care
system were preserved, because CMKOS (Czech-Moravian Confedera-
tion of Trade Unions), which is the biggest labor union in the Czech
Republic and closely related with the Social Democratic Party, strongly
resisted reforms of the current systems. However, CMKOS seems to
have little interest in the family support program, so the targeted fami-
ly benefit system has been maintained (see Sengoku 2009 for details)."”
As a result, welfare institutions in the Czech Republic have developed
mainly for the workers, and the middle classes tend to rely on private
insurance (Poticek 2008: 91).

In Hungary, there are two major parties: conservative and socialist.
First, during the first socialist government era (1994—-1998), the social-
ist party had to pursue harsh economic restructuring called the Bokros
Plan, and this resulted in electoral defeat in 1998. Next, during the con-
servative government era (1998-2002), the government headed by Or-
ban introduced a benevolent family support system for families raising
children especially to attract families of the middle classes (Toka 2004:
308-312; Kaufman 2007: 120), while sacrificing universal welfare for
liberalization of the economy (Phillips et al. 2006: 599—600). Although
the institutional reform of family benefits produced broad constituencies,
it was not enough to secure electoral victory, and in 2002, the socialists
returned to power. This second socialist government is more inclined to
welfare than the first, and tries to avoid the blame of the electorate, so the
government has not changed this system of family benefit. In Hungary,

19 In 2002, the Spidra government announced its intention of (re-)introducing
a universal child allowance system, but it seems that this plan has not been real-
ized (GVG 2002: 89).
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the institutional configuration of the welfare system was produced by
this path-dependent development.

Lastly, in Slovakia, influence of the labor union KOZ SR (Confed-
eration of Trade Unions of the Slovak Republic) seems to be decisive
in welfare policy formation. KOZ SR kept its organizational influence
during the transition period, and now, this union has acquired power to
influence the results of elections to some degree. For example, in 1998,
KOZ SR helped the formation of the Dzurinda government as the for-
mer Meciar government had begun to ignore the welfare of the work-
ers before the election. However, in 2006, this labor union helped to
overthrow the Dzurinda government, as this government inclined to the
reform-oriented right and tried to introduce restrictive welfare institu-
tions since 2003 (Sengoku 2008, 58; Sengoku 2009). Under this strong
influence of the labor union, welfare institutions were arranged mainly
for (low-income) workers in Slovakia.

Conclusion

In conclusion, we can say from our institution-oriented analysis that
(1) institutional configurations of welfare in CEE countries can be rough-
ly classified into three types — institutions providing universal benefits,
institutions for the needy, and institutions for specific groups — and that
(2) specific characteristics of each institution derive mainly from the dif-
ference in influential actors’ configuration in welfare politics. In general,
the preferences of parties and the power of welfare lobbies, especially
labor unions, affected the development of the institutional configuration
of welfare.

Now, we should proceed to the next stage: comparing the institutional
configurations of CEE countries with those of other regions, such as West
European countries or the newly democratizing countries of Latin Amer-
ica or East Asia, using our institution-oriented approach, as this approach
may overcome the defects of Europe-specific welfare regime theories.
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