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IS THE CZECH REPUBLIC A WELFARE STATE?

Christiana Klikova', Boris Navratil?

Abstract

Is the Czech Republic a welfare state? This question is to be answered through this article,
whose purpose is to classify Czechia into one of the types of the welfare state. The
introduction of the article describes the creation of the welfare state and the main factors
influencing its origin. The article also describes the characteristic features of the welfare
state and presents its typology. The section entitled “The Czech Republic and the welfare
state” expounds on the constituent stages of development of the Czech social policy until
the present day. The article concludes with the comparison of some aggregate indicators
and characteristics of social policies found in Sweden, Germany and the United Kingdom
with similar indicators from the Czech Republic; this basis forms the assignment of the
Czech Republic to one of the types of the welfare state.
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I. Introduction

The welfare state, whose origin is associated with the name of William H. Beveridge, has
undergone many a transformation during its existence. Its heyday occurred in the 1950s
and 1960s, driven by economic growth and a relatively high employment rate in Western
European countries, which allowed the expansion of the existing and the emergence of new
social services and measures. Social benefits in this period, however, did no longer concern
just the poor in those countries (as in previous years), but they began to be applied on
a wide scale to the middle class as well. When the oil crises emerged in 1973 and 1979, the
Western countries experienced a downturn of their economic activities, which deepened
and led to the current crisis of the European welfare state. The current situation of the
welfare state, however, is not only caused by a slow economic growth but is influenced by
other factors too, including in particular:
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* relatively high unemployment rate in developed countries,

* family function being reduced,

% continued decline in birth rates,

* ageing of the population,

* increasing budget strains caused by increasing pension and health care spending,

* deepening government budget deficits,

but also the effects of globalisation, which are manifested in the social sphere mainly by
the government’s decreasing role in the society>, which causes serious issues: the fact is
that a characteristic trait of the welfare state is the transfer of a substantial part of social
activities to the state.* In this sense, we can “with some exaggeration” state that every
modern state (including Czechia) is actually a welfare state. Nonetheless, let us examine
this statement in more detail.

II. Development of the welfare state

The welfare state> can be generally understood as an example of one of the highest forms
of interventionism in the market environment. According to Vecefa (1993), the basic
preconditions for the existence of a welfare state are:

* existence of multi-party democracy,
* liberal economy,

* some minimum power decentralisation of the government and state administration.

But what does the “welfare state” (the state of public social services®) mean? How do we
define it?

Put very simply, the welfare state strives to secure the conditions of “decent life” for all of
its citizens. However, the definition of the term is difficult and inconsistent, which is mainly
due to the diversity of forms of the welfare state and the diversity of perspectives on its
nature; different theorists have not yet agreed on a uniform and comprehensive definition.
They do agree, though, that in the strict sense, the welfare state represents a certain range
of provision of key public social services (especially related to health, education, housing,
income and, if needed, care services).

Keller (2011) is convinced that ... the welfare state was created. .. primarily so that all
citizens could get about as much safety and security as is guaranteed to the wealthy by
their wealth. .. ”

Vecera (1993) defines the welfare state as “. . . a state in which the democratically organised
power through social legislation and state administration:

3 This may lead to a state crisis that can result in “... its inability to act as a strong and decisive interlocutor of
social mediation. .. ” (Bauman, Bordoni, 2015).

4 Another problem of the current globalisation trend is migration processes, which mainly concern countries
with forthcoming social policies.

5 According to Rynes, the term of the “welfare state” was coined only after World War II (Rynes, 2015).

6 Potticek (1995).
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* guarantees a minimum income for individuals and families at the level of living
wage,

* provides social security that allows to prevent, mitigate or overcome social risks in
order to ensure a reasonable minimum level of social security and social sovereignty,

* ensures a high level of adequate services for all citizens without making any
distinctions as to the social status. .. "

Potiicek (1995) identifies the welfare state as “. . . a state in which the laws and the people’s
consciousness and attitudes are asserted by the idea that the social conditions in which
people live are not matters of individuals or families but they are a public affair. .. ” In his
later work (2010), he states that “. .. The welfare state is based on the idea that the social
conditions of an individual are not just his and his family’s matter, but also a matter of the
society. .. ” According to Krebs (2010), a hallmark of the welfare state is its strong public
sector, or we can perceive it as a state that is looking for a third way between a centrally
managed economy and a free market economy. Pick (2004) formulates the welfare state as
“...astate which, in a developed form. .. regulated also the creation of resources, macro-
economically intervened in the stimulation of demand as well as micro-economically in
the competitiveness of businesses ... was not just a political compromise between the left
and the right or between socialism and capitalism. It was a new, viable model. .. "

A. Giddens already perceives some weaknesses of the welfare state because he claims
that “... the welfare state is essentially undemocratic and is based on the distribution of
top-down benefits. Its motive is protection and care, but it does not leave enough space
for personal freedom. .. ” (Giddens, 2001). Musil (1996) views the welfare state in terms
of social law and understands the welfare state as “a situation in which the citizens of
a modern state, at the time when their ability to secure the expected economic or social
assistance to themselves or to those who depend on them is weakened or lost, are not
dependent on voluntary assistance provided by their relatives and fellow citizens and have
a legal right to be given assistance. .. ”

According to Kvapilovd (2010), the emergence of social law was conditioned by adopting
social legislation, its development in England and Germany being different. In England,
fundamental civil rights (freedom of speech and religion, freedom to sell, freedom to work
freely) were created first, followed by political rights and social rights (with the adoption
of social legislation); in Germany and Austria, social law was established first and then
there were introduced civil and political rights.

Although individual social laws appeared in many countries even before the birth of the
welfare state, the first ideas about it are associated with the works by J. Locke, T. Hobbes,
J. J. Rousseau and J. Mill, and they can be traced also in the thoughts and ideas of the
French Revolution. The state, however, had a very limited role in social policy until the
end of 19th century. It was only the so-called Bismarck’s social reforms carried out in
Germany’ and the implementation of similar reforms in Austria-Hungary (the so-called
Taaffe’s reforms) which started to largely shape the future system of social security;

7 Between 1883 and 1889, the compulsory sickness and accident insurance was introduced as well as retirement
and disability pensions.
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therefore, they are considered to be the first manifestation of the state’s comprehensive
action in the social sector and the first step towards the welfare state. However, the creation
of the welfare state is associated with W. H. Beveridgeg, who used this term for the first
time in 1942 to call his model of the universal minimum social security.

Rynes (2015) combines the creation of the welfare state with the gradual fulfilment of the
following requirements:

* mutual help and assistance

* provision of help to the needy

* addressing human misery, hunger, helping the sick and the helpless

* foundation of workhouses, foundling-hospitals and hospitals managed by the church
% formation of associations of mutual self-support

* foundation of charity organisations on a religious basis

x the state’s involvement in the sense of taxes for the rich in order to deal with
homelessness

* working hours adjustment, efforts to tackle unemployment at both the business and
the state levels

* emergence of social and state law-making

% emergence of charity and association activities and insurance

The causes that led to the creation of the welfare state are mostly (Krebs, 2010): advance in
scientific knowledge, introduction of new technologies, orientation towards the cultivation
of human factor, change of relations between the individual and the state and the limitation
or exclusion of the traditional ways of addressing the social assistance through one’s own
power. The Swedish sociologist Walter Korpi (1983) unites the creation and development
of the welfare state with the belief that it is primarily determined by political events.
According to him, what is crucial for the development of the welfare state is the mobilisation
of left-wing political parties and trade unions. The extent of the welfare state depends on
its success and not on the degree of industrialisation. By contrast, VeCefa (1993) states
that most concepts of the welfare state explain its genesis just by the social consequences
of the industrialisation process and the emergence of industrial society.

III. Types of the welfare state

Despite the fact that individual welfare states have some characteristics in common (state
interventions in the social sphere, high degree of redistribution, etc.), the social system
is shaped differently. Therefore, different countries understand the concept of the welfare
state differently, which is influenced by natural conditions, social conscience, traditions,
religious perceptions, prevailing customs, culture, historical development, etc., which has

8 William Beveridge worked as the director of the London School of Economics and Political Science and was the
chairman of the state committee of the British Parliament; with his team, he created a comprehensive, elaborated
and interconnected system of measures for Churchill’s government that aimed at providing employment, health
care and a minimum standard of living for all citizens of the United Kingdom.



DANUBE: Law, Economics and Social Issues Review, 10 (2), 185-197 189
DOI: 10.2478/danb-2019-0010

inevitably led to the emergence of different types of the welfare state. According to the
socio-economic nature, it is most often divided into the following types: liberal, corporate
and social-democratic. As Tomes states (2010, p. 329), the classification of countries is
based on the state-employer-citizen relationship. Specifically, “. . . the state either:

* provides its citizens with a dignified living minimum through the public social
protection, and the rest needs to be taken care of by the citizen’s diligence — the
residual (liberal) model,

* the state transfers the burden of social protection to employers and citizens — the
performance (corporate) model,

* the state takes responsibility for a comprehensive, adequate social protection of
its citizens to safeguard their inherent human rights — the institutional (social-
democratic) model. ..”

The characteristics of the models are shown in Table 1.

Table 1: Characteristics of types (models) of the welfare state

Welfare state type Residual Performance-related Institutional
Characteristic liberal conservative social-democratic
the state’s responsibility for minimum optimum complete
fulfilling the needs

distribution according to the marginal secondary primary
needs

range of obligatorily provided limited extensive complete
services

population covered minority majority everyone
obligatorily by provided

services

amount of contributions low medium high
part of the national income low medium high
intended for the state services

neediness examination primary secondary marginal
nature of the society’s clients the poor citizens members
clients’ status low medium high
specific country — example United Kingdom Germany Sweden

Source: Jones (1985) in Potiicek (1995), Krebs (2010), Keller (2011)

This typology was used also by the Danish theorist Gosta Esping-Andersen (1990) as the
basis for his own differentiation of welfare states, later adding a fourth type — Southern
European.’

9 In our case, however, his typology of welfare states will not be dealt with. The classification shown in the table
is sufficient for the purposes of this paper.
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IV. Czech Republic and the welfare state

The development of social policy from the establishment of the independent Czechoslovak
state to the present will be addressed first. Then there will be compared the selected
indicators of the countries that represent each type of the welfare state with the value of
the same indicators for the Czech Republic. Based on this comparison, it is possible to
conclude whether the Czech Republic is a welfare state and which type it leans forward.

Development of social policies in the Czech Republic

In terms of creating the social infrastructure, the Czech or more precisely the Czechoslovak
state was not formed on a “green field” after 1918; it adopted some laws and standards
from Austria-Hungary, which were gradually modified. Specifically, it involved accident
insurance for workers, old-age and sickness insurance and a rent control programme.

Social policy during the first republic

After the end of World War I, there were adopted laws on unemployment benefits,
eight-hour working hours and the disbursement of pensions to disabled veterans and the
bereaved of the fallen. In 1924, sickness insurance was reformed, and disability and old-
age insurance of the workers employed in the private sector was codified. The economic
crisis of the 1930s slowed down, or more precisely decreased social activities: e.g. the state
aid scheme for the unemployed was modified so that only union members were entitled to
the benefits; the housing protection programme'® was gradually reduced until 1937 when
it was completely abolished.

Social policy between 1945 and 1989

Generally speaking, the whole system of social policy following 1945 was reformed and
was characterised in particular by being based on full employment, with labour being
enforced by law; the state became the basic and monopolistic entity of social policy.
Another typical feature of this stage of development was the abuse of social policies also
in order to keep the citizens loyal to the regime.

The ideas of guaranteeing social security were strengthened after World War II. In 1947,
a comprehensive social insurance scheme was adopted for all employed persons and
the National Insurance Company was founded. In terms of social insurance, four types
were distinguished: accident, old-age, sickness and unemployment insurance. For old-age
pensions, people were divided into three categories according to the sector in which they
worked (the retirement age differed). Since “poverty was abolished”, benefits for the poor
did not exist; although, they were later reintroduced but without legal support, which
means that they did not officially exist until 1991 (Kvapilovd, 2010). From the 1950s to
the 1980s, the state-funded social services were distributed through employers. In 1974,
the family policy was reformed to promote a higher natality rate (the so-called Husak’s

10 The housing protection programme determined the amount of rent and specified the reasons for eviction.
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children). It may be said that there existed a “welfare state” during this period, called as
“Leninist model of the welfare state”!!.

Social policy after 1989

After 1989, it was necessary to adapt the then welfare system to market conditions, while
the following changes were fundamental in how social-policy institutions worked in the
overall framework:

* abolition of the obligation to work and the abolition of the “right to work™,
% abolition of the state’s monopoly on organising and providing social services,

+ reform of social security and health care based on compulsory insurance (Potticek,
1995).

Leading experts prepared the Czech Social Reform, whose priorities were the following
(Potucek, 2002):

1. work and development of human potential,
family and the labour market,

education and the labour market,
elimination of discrimination,

support of the development of the civil society and the non-profit sector,

A

promotion of trust and reciprocity, responsibility and security within the arrange-
ment of the social protection system.

Following this basis, a social reform was subsequently prepared, focusing mainly on:
* active employment policy,
* liberalisation and pluralisation of the social security system,

+ establishment of a rescue social security net (Poticek, 1995, p. 119).

The transformation of the social policy included all of its areas: employment policy, social
security policy, which covered social insurance, welfare state support and social assistance,
health care policy, education policy, housing policy and family policy.

In addition to these fundamental visible changes, the way how people thought and behaved
had to be changed as well so that they were willing to assume responsibility for their destiny,
not relying solely on the state. Interesting consequences may be also found in Mackova,
Kotlan (2017) or Mackova (2015).

11 The Leninist model of the welfare state was closely connected with the regimes in Central and Eastern Europe:
the state had a monopoly on the provision of social services, but social assistance was given only to those who
were part of the “working people” (the others were excluded from the system), and social and particularly civil
rights were restricted.
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V. Comparison of selected indicators of the social policy in some countries

Table 1 outlines the characteristics of the welfare residual state, represented by the United
Kingdom, the performance welfare state represented by the Federal Republic of Germany
and the institutional welfare state represented by Sweden. Let us now compare the selected
social spending of these countries between 1990 and 2018 with the social spending of the
Czech Republic.

The total public social spending as a percentage of the countries’ GDP is shown in Figure 1.
The tendencies in public social spending in the Czech Republic correspond to those of
the United Kingdom, except for the year 2000 when the Czech Republic had its total
public social expenditure, expressed as a percentage of GDP, higher than the UK as it is
evident, the trend is the opposite in the remaining years: the United Kingdom pays a higher
percentage of its GDP for social spending than the Czech Republic!?.

Figure 1: Overall public social spending of the selected countries between 1990 and 2018 as
a percentage of GDP

%% GDP
35 |
30 |
25 |
—— LUK
20
= Germany
15 - Sweden
10 afil= Czech Republic
5
D L
1990 1995 2000 2005 2010 2015 2018 Years

Source: OECD (2019), own adaptation
Note: this is a data estimate for 2017-2018.

Summary public expenditure for old-age and survivors’ pensions, expressed as a percentage
of GDP, is shown in Figure 2. This graph also shows a similar trend of these expenditures
in the United Kingdom and the Czech Republic, again with the exception of 2000 when
the spending of Sweden and the Czech Republic came closer together.

12 One needs to realise, however, that these are relative indicators.
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Figure 2: Total public expenditure for old-age and survivors’ pensions between 1990 and 2015

as a percentage of GDP
% GDP
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Source: OECD (2019), own adaptation

Total public expenditure for disability pensions and sick benefits as a percentage of GDP is
shown in Figure 3. In this case, the spending as a percentage of GDP in the UK, Germany
and the Czech Republic at the beginning and throughout the monitored period varies
considerably as compared with Sweden; only at the end of the period does the spending
as a percentage of GDP of each country converge.

Figure 3: Total public expenditure for disability pensions and sick benefits between 1990 and
2015 as a percentage of GDP
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Source: OECD (2019), own adaptation

Total public expenditure for families as a percentage of GDP is shown in Figure 4. This
clearly shows that the United Kingdom and Sweden differ from the rest of the countries
throughout the entire monitored period.
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Figure 4: Total public expenditure for families between 1990 and 2015 as a percentage of GDP
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The presented graphical data show that the Czech Republic cannot be unequivocally
classified into one particular type of the welfare state. Nevertheless, it is obvious that it
will not be part of the institutional (social-democratic) type, whose characteristics do not
correspond with the Czech Republic at all. It can therefore be assumed that the Czech
Republic will oscillate between the liberal and the conservative type of the welfare state,
considering also its other features:

*

Czechia has long been one of the countries with the lowest poverty and social
exclusion rates in the EU. The overall risk of income poverty and social exclusion in
2017 was 12.2 percent of the population; a person falls into income poverty when
not reaching even 60 percent of the median income. Around 960 000 Czechs lived
below the income poverty line in 2017 (Czech Statistical Office, 2018). The people
at risk of poverty and social exclusion, however, consisted of nearly one third of
single mothers with children and elderly women over 65.

The survey of the Czech Statistical Office also showed that about 67 percent of
households can save money each month. Two thirds of elderly persons living alone
manage to save money regularly. By contrast, every other single parent living with
a child cannot do it.

Housing loans are paid by around a fifth of Czech households. They mostly include
couples with children. Even low-income households do not shun mortgages and
building loans.

According to the Czech Statistical Office, health care costs at a doctor do not
represent any burden for most households. However, 11.7 percent of households has
problems with paying for prescribed medicines and about 9 percent of citizens has
difficulties to pay the costs at the dentist.
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The unemployment rate in the Czech Republic has also been the lowest among the EU
countries in recent years. The unemployment rate in the Czech Republic since 2014 up to
the present is shown in Figure 5.

Figure 5: Unemployment rate in the Czech Republic
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Source: Kurzy.cz (2019)

V1. Conclusion

The purpose of this article was to show whether the Czech Republic is a welfare state or
not.

As stated earlier, every modern developed country that meets the condition of a multi-party
democracy, liberal economy and the existence of a certain decentralisation of government
power and administration creates conditions for the emergence of a welfare state. Another
already mentioned characteristic of a welfare state is the transfer of a substantial part
of social activities to the state. As far as its own social attributes are concerned, the
Czech Republic builds on the foundations that are based on the social policy of the first
republic and which were decisively developed after 1989; today, it is the country with
the lowest unemployment rates in the EU, with total public social spending oscillating
around 20 percent of GDP and with citizens’ expenses on health care and education being
negligible.

Based on these (and also other) facts, Czechia can be generally considered a welfare state.
Unfortunately, it is not possible to clearly place Czechia in one particular type of the
welfare state; the Czech Republic oscillates between the liberal and the conservative type.
One of the factors is certainly the relatively short period of the country’s development,
started in 1989 with the elementary system changes.
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