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1. Introduction
1.1. Preamble:  Central European society and the Central European economy have experienced three major shocks in the past two decades:

a. The collapse of socialism; 

i. in Poland this began with the country’s default on its external debt, the subsequent declaration of martial law—followed by a decade of political conflict and economic stagnation.

ii. For the rest of the region, this began in 1989—although a number of states/republics experienced more or less serious and prolonged crises during the decade of the 1980s.

b. Transition to a market economy:  at the end of the 1980s, the so-called socialist bloc collapsed and the region embarked on a process of transition to a market economy.

c. Globalisation:  during the 1990s, together with the rest of Europe, the region’s economies have been exposed to the pressures exerted by the process of globalisation.

d. In addition, countries in the region have had to absorb the legal and administrative changes implied by adoption of the so-called acquis communautaire.
1.2. These shocks have resulted in the erosion of traditional industry and significant disruption to the country’s labour markets.  More generally, I believe that the process of “rejoining the west” has been more painful than either the leaders or the populations of the region expected.

1.3. Lecture Outline:  The purpose of today’s lecture is threefold:

a. Sections 2-4 spell out the implications of transition and globalisation for three economies in the region—Poland, the Czech Republic and Estonia.  In particular, I consider the impact of change on:

i. the labour market;

ii. poverty;

iii. the position of women.

b. Second, it indicates some of the ways that the governments’ responses to these changes will be constrained by its membership of the European Union.

c. Finally, the paper considers the consequences of the evolution of the economy and the government’s economic policies for Central European society and indicates ways in which social protection policy might be adapted to ensure a greater degree of social inclusion.

2. Poland:  transition, globalisation and the economy
2.1. The shocks to which the Polish economy has been exposed over the past two decades have made it much more open. 

a. It has become more subject to the same competitive pressures as the economies of Western Europe.

b. The changes due to globalisation have been reinforced by those, which are the result of technical change.

c. Further, because state socialism provided a degree of protection from the world economy, the changes that the Polish economy has experienced have occurred much more rapidly than similar changes to West European economies.

2.2. As a result of globalisation and transition there has been a decline in manufacturing capacity and an increase in the services sector.

2.3. The changes in economic structure in Poland as in much of Western Europe have implications for the labour market:

a. There has been a decline in total employment:  the participation rate is now only 51.5 percent (compared with 64.3 percent in the EU-15.)  For women, participation is only 46.2 percent.

b. There has been a decline in employment in manufacturing; but it is still higher than in EU-15.

c. There has been a decline in employment in agriculture—and this is likely to continue or even accelerate as reform of the CAP progresses.  This may have particular impact on the Polish labour market.

d. There has been a decline in the security of employment—particularly for semi-skilled male workers

e. There has been an increase in the demand for workers in the services sector:

i. On the one hand there has been an increase in the demand for those with technical or professional skills;

ii. On the other, there has been an increase in the demand for unskilled and/or semi-skilled jobs—so-called Macjobs!

2.4. The decline in employment—and security of employment has been accompanied by an increase in unemployment.

a. In 2002 the unemployment rate for persons aged 15-64 was 19.9 percent;

b. For persons aged 15-24 it was as high as 41.7 percent

c. Unemployment was higher among those with lower educational attainment—and in Eastern regions of the country.

d. The long-term unemployment rate in 2002 was 10.9 percent (12.3 percent for women.)

2.5. In 2001, some 15 percent of the population lived in households in which per capita income was below the (national) poverty line.  Those most at risk of poverty include:

a. Children and young people;

b. The unemployed;

c. Single parent households—primarily women.

3. The Czech Republic:  transition, globalisation and the economy
3.1. As with the Polish economy, the shocks to which the Czech economy has been exposed over the past two decades have made it much more open. 

a. It has become more subject to the same competitive pressures as the economies of Western Europe.

b. The changes due to globalisation have been reinforced by those, which are the result of technical change.

c. Further, because state socialism provided a degree of protection from the world economy, the changes that the Czech economy has experienced have occurred much more rapidly than similar changes to West European economies.

3.2. As a result of globalisation and transition there has been a decline in manufacturing capacity and an increase in the services sector.

3.3. The changes in economic structure in the Czech Republic, as in much of Western Europe have implications for the labour market:

a. There has been a decline in total employment:  the participation rate is now 70.9 percent (compared with 64.3 percent in the EU-15.)  For women, participation is 62.8 percent.

b. There has been a decline in employment in manufacturing;  but it is still higher than in EU-15.

c. There has been a decline in employment in agriculture—and this is likely to continue or even accelerate as reform of the CAP progresses.  

d. There has been a decline in the security of employment—particularly for semi-skilled male workers

e. There has been an increase in the demand for workers in the services sector:

i. On the one hand there has been an increase in the demand for those with technical or professional skills;

ii. On the other, there has been an increase in the demand for unskilled and/or semi-skilled jobs—so-called Macjobs!

3.4. The decline in employment—and security of employment has been accompanied by an increase in unemployment.

a. In 2002 the unemployment rate for persons aged 15-64 was 7.3 percent; in 2001 it had been 8.1 percent. 

b. For persons aged 15-24 it was as high as 25 percent; women with small children, the disabled, members of the Roma minority and those over the age of fifty are the main disadvantaged groups in the labour market.

c. Unemployment was higher among those with lower educational attainment—and in North-Eastern regions of the country (Moravia-Silesia).

d. In 2002, some 37-38 percent of the unemployed had been out of work for more than 12 months; women made up 51.9 percent of this group. 

3.5. In 2000, some 8 percent of the population lived in households in which per capita income was below the (national) poverty line.  Those most at risk of poverty include:

a. Children and young people;

b. The unemployed;

c. Single parent households—primarily women.

4. Estonia:  transition, globalisation and the economy
4.1. As with the Poland and the Czech Republic, the shocks to which the Estonian economy has been exposed over the past two decades have made it much more open. 

a. It has become more subject to the same competitive pressures as the economies of Western Europe.

b. The changes due to globalisation have been reinforced by those, which are the result of technical change.

c. Further, because state socialism provided a degree of protection from the world economy, the changes that the Estonian economy has experienced have occurred much more rapidly than similar changes to West European economies.

4.2. As a result of globalisation and transition there has been a decline in manufacturing capacity and an increase in the services sector.

4.3. The changes in economic structure in the Estonia, as in much of Western Europe have implications for the labour market:

a. There has been a decline in total employment:  the participation rate is now 61.7 percent (compared with 64.3 percent in the EU-15.)  For women, participation is 57.8 percent.

b. There has been a decline in employment in manufacturing;  but it is still higher than in EU-15.

c. There has been a decline in employment in agriculture—and this is likely to continue or even accelerate as reform of the CAP progresses.  

d. There has been a decline in the security of employment—particularly for semi-skilled male workers

e. There has been an increase in the demand for workers in the services sector:

i. On the one hand there has been an increase in the demand for those with technical or professional skills;

ii. On the other, there has been an increase in the demand for unskilled and/or semi-skilled jobs—so-called Macjobs!

4.4. The decline in employment—and security of employment has been accompanied by an increase in unemployment.  n the second quarter of 2002 the unemployment rate for persons aged 15-64 was 9.4 percent; this was the lowest that it had been for five years—due to knock-on effects from the Russian financial crisis of 1998.  

a. For persons aged 15-24 unemployment was as high as 17.6 percent; the disabled, non-Estonians (i.e. Russians) and those over the age of 45 are the main disadvantaged groups in the labour market.

b. Unemployment was higher among those with lower educational attainment—and in certain regions of the country (e.g. Ida-Viru County).

c. In 2002, some 48 percent of the unemployed had been out of work for more than 12 months; 

4.5. In 2000, some 18 percent of the population lived in households in which per capita income was below the (national) poverty line.  Those most at risk of poverty include:

a. Children and young people;

b. The unemployed;

c. Large families

d. Single parent households—primarily women.

5. Government Response:  the Lisbon Agenda
5.1. The response of the European Union to these developments has been to devise a development strategy set out in the so-called Lisbon Agenda.
a. This aims to make the EU a competitive, dynamic and knowledge-based economy by 2010.

b. Such an economy should be capable of sustained—and sustainable—economic growth;

c. It should also provide more—and better—jobs and thus ensure greater social cohesion.

5.2. The pursuit of this strategy has implications for social policy—and for social protection policy in EU states.

5.3. As members of the European Union, Estonia, Poland and the Czech Republic can be expected—and even required—to adopt the Lisbon Agenda and hence to modify their social and social protection policies so that they contribute more clearly to the attainment of this strategic goal.  A start on this has been made through the drafting of Joint Inclusion Memoranda.

6. The Social Consequences of Transition
6.1. Transition and the consequences of globalisation have contributed to a more general process:  the emergence of post-industrial society.  The changes in social relations and in the character of social problems also need to be taken into account in the design—or redesign—social policy in the wake of accession.

6.2. Following Gosta Esping-Andersen, it is possible to characterise the changes brought about by post industrial society under the following five headings:

a. In the post-war period, transitions between the various stages of life—childhood, adulthood, and retirement—took place relatively smoothly.  This is no longer the case:

i. The transition to adulthood—and independent existence—now takes place later and for many is fraught with difficulty—in finding a job, a house to live in, even a husband or a wife.

ii. Many workers can no longer look forward to “a job for life.”  Rather they may have to change occupation, learn new skills and suffer a number of more or less extended interruptions in their employment.

iii. At the other end of peoples’ working lives, they risk unemployment and the possibility that the pension rights that they have accumulated during their working lives are insufficient to guarantee a poverty-free retirement.

b. Partly because of these changes in the employability of semi-skilled men and partly because of a rise in the employability of women—and the improved economic opportunities that this offers, the traditional form of the family is under threat:

i. Increases in divorce rates and delayed timing of first marriage mean an increase in one-person households—an in single parent families;

ii. Assortive mating also mean an increase in the number of work-poor households; some of these have only tenuous links with the labour market—they constitute an emerging underclass.

c. Much of the growth in employment in a post-industrial economy will occur in the services sector.  As pointed out above, jobs in this sector will be of two types:

i. High-level requiring substantial levels of skill; indeed the levels of skill required to undertake such jobs may be growing;

ii. So-called Macjobs, demanding very little of those who undertake them—but probably condemning their holders to a lifetime of low wages, frequent unemployment and economic insecurity.

iii. What is important for social inclusion may not be the relative proportions of high and low level jobs per se, but the extent to which the society (and its labour market) provides realistic opportunities for occupational—and social—mobility.

iv. This places particular demands on the educational system, a topic to which I will return.

d. The changes in the labour market referred to above have implications for the scale of income (and social) inequality.  Such inequality will be aggravated where opportunities for mobility are limited.

e. Finally, declining birth-rates—in part a consequence of family instability and, in part due to women’s inability to reconcile the demands of work and home—together with emerging patterns of unstable employment threaten a clash of generations.  Increasingly, unless social policy is modified, the elderly can expect an insecure and impoverished old age.

7. A New Welfare State
7.1. In the face of this dual process—of economic transition and the emergence of a post-industrial society—social policy requires a radical realignment.  What is required is the development of a basically new welfare state.  As I suggest below, its main features should include:

a. Priority accorded to investment in children:

i. Improvements in the educational system to ensure that all—or most—children are equipped to take advantage of opportunities for lifelong learning;

ii. Provision of sufficient pre-school facilities to ensure that children acquire the cognitive skills—the ability to understand, interpret and productively utilise information—needed to benefit from education.

iii. An attack on child poverty—since it has been shown that poverty adversely affects a child’s ability to learn, to acquire the skills needed to avoid poverty in the future.

b. The best guarantee against poverty in employment—and hence the second feature of the new welfare state should be the creation of so-called women-friendly workplaces.

7.2. Let me develop these points in more detail.  A dynamic knowledge-based economy demands a well-trained and flexible labour force.  It should be well-trained to be able to provide the skilled technical services required; it should be flexible in the sense that workers are capable of adapting to the requirements of new technologies as these emerge in the course of employees’ working lives.  This implies that workers should be prepared to engage in what has been called lifelong learning.  Thus:

a. A knowledge-based economy imposes requirements on the educational system:  schools (and universities) should ensure that:

i. Children acquire the necessary background—and knowledge—to take up jobs in the new sectors;

ii. There is evidence to suggest that preventive action is more effective than remedial measures.  This implies that particular efforts should be made to ensure that children from all social groups have access to this education.  (This includes the children of Roma families—although this is not so great a problem in Poland or Estonia as in some other CEE countries.)

iii. The Joint Inclusion Memoranda of several countries recognise that there are problems with the existing school system—and that too many children at present leave school substantially illiterate or innumerate.  They propose reform of the educational system:

1. But, in my view, they do not ascribe a sufficient priority to this objective;

2. This is due, perhaps to the fact that educational reform will deliver benefits not in three or four years, but in fifteen or twenty, when present governments have long been replaced.

iv. There is also evidence to suggest that children from poor or disadvantaged backgrounds find it more difficult to develop the cognitive skills required to benefit from such education.  Hence the strategy would benefit from measures that reduce poverty and other sources of social exclusion.

b. The Lisbon Agenda calls for the effective exploitation of human capital.  Human capital is costly to create and, at the present time much of what exists in countries like Poland is vested in women.  The realisation of the Agenda thus calls for a gender-friendly approach:

i. In Poland, however, the employment rate for women was only 46.2 percent (and in some other accession countries it was also low.)

ii. A radical increase in women’s employment rate would:

1. Raise their standard of living—and that of their families;

2. Broaden the tax base for the pension and healthcare systems;

3. Take advantage of the substantial investment in human capital that the Polish state has made.

iii. For this to be achieved, women must be able to combine paid employment with motherhood, childcare must be affordable:

1. This may require subsidies—either means-tested or universal.

2. It may also require a reconsideration of the regulatory framework governing preschool childcare facilities.

iv. The jobs that women do—or the working conditions that they face—should also be what Esping-Andersen has called “woman-friendly”—which are most likely to be found in the public services sector.

v. It may involve an expansion of part-time job opportunities.

1. In part this may be achieved through changes in policy;

2. But, in some countries—for example Poland—it may also require amendments to the labour code;

3. The need for such changes is often recognised by the various Joint Inclusion Memoranda—but again, it is my feeling that this is not given sufficient priority. 

vi. It may also require some adaptation on the part of men:  for example the introduction or extension of parental leave—as has happened in a number of Scandinavian countries and is already happening, apparently, in Poland.

vii. More generally, I believe that the “new welfare state” requires the so-called mainstreaming of gender policy.

7.3. Reductions in poverty will contribute to the goal of greater social inclusion; they will also have a positive effect on the effectiveness of educational programmes.

a. The most effective means of guaranteeing income security is through employment:

i. This involves the introduction of gender-friendly policies which will increase female participation rates;

ii. It may also involve the adoption of activation policies targeted on the long-term unemployed.

b. For those who are not working—or are incapable of work—social protection involves the provision of benefits:

i. For the elderly, these take the form of pensions.

1. The literature of the sustainability of the current PAYG pension schemes is vast—and often misleading;

2. I do not have the time to explore this issue here, but I believe that PAYG schemes are sustainable, even in the face of demographic decline, provided that the ratio between average earnings and the average pension can be altered.

ii. For the unemployed—or those who are otherwise indigent—there is social insurance and social assistance.

1. Such payments are often means-tested—and there has been some pressure on transition countries to expand the scope of targeted benefits;

2. a number of economists—and specialists in social policy—have argued that the gains in efficiency allegedly to be derived from targeting may be illusory.

iii. The aim here must be to improve the level of social inclusion.

1. On the one hand social exclusion can be seen as the result of poverty—often long-term poverty.  Insofar as this is the case, policies designed to provide a minimum income guarantee are essential;

2. On the other hand, the causes of social exclusion may be more complex—and structural.  Families may be at risk from multiple sources of deprivation.  Insofar as this is the case, a more nuanced response is required.

3. In Britain, in the late 1990s, the Department of the Environment, Transport and the Regions devised an Index of Deprivation—that was calculated for each of the 8412 wards (local government units):

a. The index includes information on income, employment (and unemployment) health, education, housing, crime and the environment.

b. It provides a measure of the extent of disadvantage from which the residents in different parts of the country suffer—and hence a guide for remedial policy responses.

4. It would be desirable for the Statistical Offices of the different accession states to attempt to produce something similar.

c. Social exclusion is not only a result of poverty.  It can also be caused by discrimination, multiple deprivation or even self-imposed alienation.  Such exclusion may require separate policies if it is to be overcome.

7.4. More generally, the government should consider the experience of other EU member states—and particularly that of Ireland.

a. the Irish government has adopted a number of policies designed explicitly to increase social inclusion.

b. The Irish government has also “mainstreamed” social inclusion policy.  This implies that

i. That all (major) policy proposals submitted for cabinet approval should contain an assessment of their impact on social inclusion;

ii. That policies should be poverty-proofed (or, more properly, social-inclusion proofed):  policy initiatives should include a poverty or social inclusion perspective.

8. Conclusion
8.1. Transition and globalisation have led to significant change in the structure of the economies—and, consequently, the labour markets of accession countries.  In particular:

a. There has been a decline in manufacturing and a growth in the services sector;

b. There has been an increase in unemployment—and in job insecurity.

8.2. The accession states are not unique in suffering these shocks.  The economies of Western Europe have experienced similar changes.

8.3. In response, Europe has adopted the strategy of developing a dynamic knowledge based economy by 2010—the so-called Lisbon Agenda.  When they become members of the EU, the accession states will be required to adopt the same strategic goal.

8.4. The Lisbon Agenda has implications for the structure of social policy—and the character of social protection:

a. It implies a new emphasis on education—and access to education;

b. It requires the adoption of gender-friendly policies towards women’s employment

c. It probably involves the reform of pension schemes and the modification of social assistance.

d. It may evolve a contraction of traditional forms of social protection—to release resources for the “new welfare state.”  Possible policy areas include housing, higher education and pension provision.  More generally, it may involve a reconsideration of the traditional social insurance model.

e. Finally, the new welfare state calls for the “mainstreaming” of social inclusion policies.
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