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CHAPTER 4

Social Aspects of Transformation

Alfio Cerami

The fall of the Berlin Wall marked not the end of the 1rnsition o democracy but iis
beginning, with still uncertain outcomes in terms of electoral continuity and change.!
In order to provide a more comprehensive picture of the regime vulnerabilitics and in-
stabilities thar stem from rhe difficalr rransirion from a r.:*.nrm”y Iﬂaﬂnc'-.r]. autharirarian
economy to a free market—oriented democracy, this chapter discusses the most important
aspects of the transformation that has occurred in Central and Eastern Europe since the
('f”(l Ur COTIITILNISITL. Tl'lthl" H.\'pt"(].\' ili(flli(l(‘. ]([.‘y ll}ll lerns (]r hible i:-l] l..'I'lH ngt', N ](:ii-l] Wl‘.]rHTC.
social problems, and associated social pathologies. Understanding whar worked and what
went wrong in the social policy domain will improve our understanding of the prospects
for furure and more successful reforms in this region, as well as in other transitional and
developing countries currently on the road to democracy.

The first section of this chapter provides a brief overview ot the key patterns of social
change, including social welfare, social problems, and social pathologies, as well citizens’
adapration to the new environment. The second section discusses similarities and dif-
terences among countries in order to understand what policy options have been more
successful and why. The third section complements this analysis by addressing ten areas
where we can learn from previous mistales.

Social Welfare, Social Problems, and
Social Pathologies

The economic transtormation from a centrally planned to a marker-oriented economy
put under serious stress the economic capacity and performance of firms and markets in
dealing with endogenous and exogenous pressures. The internal and external challenges,
(li.'\'(.'ll.‘i‘\'t'(' more (‘.X[l‘fl].‘ii\u"t]y 'J}o SI]HI‘(}" Fi.’\h{"f in (:}]Hl”tfl— 3. wore |i]|kl‘(| 18] lI]ff l't‘slrll(:llu‘ing
of the previous economic system and its adaptation to the new global market environ-
ment. The result of this difficult process of cconomic restrucruring was job loss for scveral
]lli“i_i'_'lll WUl'li_t'l'S l'_\[‘l_‘)ﬁ.-s‘.ﬂ{t’—l_\w]lt“_l t'[lLt’l'PIiS'C'S, Wlli(_'ll ]t'(.l Lo i[[lpl)[l_i:lll-'. S(J(_'il{] L'ilil[lgt'h' Q{IILI
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a temporary decrease in social welfare, as well as to growing social problems and social
pathologies.

Especially during the first years of transition, unemployment, once virtually nonexis-
tent in this region, grew exponentially, causing an increase in poverty, crime, and juvenile
delinquency, as well as a temporary deterioration of the health status of the population
with subsequent worsening of quality of life and overall life chances. Fortunately, the
negarive resulrs thar emerged from rhe early phase of rransirion, rthe period of transition
shock (1990-2000), improved in the second stage of reforms (2000-2010), the period of
adapration or recalibration, albeir to different extents in different countries.

After two decades of persistent battles against unemployment, in 2010 the number
of unemployed persons reached particularly high levels in southeastern Curope, imme-
diately followed by the Visegrad countries and the Baltic states. Especially in Albania,
Bosnia-Herzegovina, Croatia, Hungary, Montencgro, Poland, Scrbia, Slovakia, and
Slovenia, unemployment has recently become an exrremely pressing issue, breaking the
psychological threshold of two digits. Significant improvements have been made since
the early 2000s in almost all countries, though rto a different degree, depending on their
vulnerabilities to the shock of the 2008—2010 crisis (see table 4.1). 'l hose countries, such
as Lstonia, [Tungary, and Lithuania, where the external vulnerabilities to the crisis were
stronger (e.g., monetary weaknesses, unsustainable budgert expenses, excessive dependence
on forcign investors),’ have also been the ones where unemployment has grown with a
higher intensiry. Interesting to note in this conrext are the extremely low unemployment

Photo 4.1. Homeless man in Budopest. The transition fo democracy and difficult
cccnomic reforms profoundly affected vulncrable segments of the populations, as the
governments offen had to cut welfare programs to adjust the economy. (Daniel Nemeth)
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Table 4.1. Registered Unemployment Rate (Average Percentage of Labor Force)

1990 1995 2000 2005 2010
Albania 10.0 12.9 16.8 14.1 13.6
Bosnia and Herzegovina n/a n/a 42.2 49.7 42.6
Bulgaria 13.2 (1992) 11.4 18.1 11.5 95
Croatia 93 14.5 21.1 17.9 17.4
Czech Republic 0.3 3.0 9.0 9.0 9.0
Estonia n/a 4.1 53 4.3 12.3
Hungary 08 10.4 8.7 9.2 (2006) 13.5
Latvia n/a 6.6 7.8 7.4 4.9 (2007)
Lithuania n/a 6.1 12.6 6.4 12.5 (2009)
Macedonia 230 35.6 n/a n/a n/a
Montenegro n/a n/a n/a 18.5 12.2
Poland 34 15.2 14.0 18.2 12.3
Romania 8.2 (1992) 9.5 10.5 59 7.0
Serbia n/a n/a 25.6 26.8 26.9
Slovakia 0.6 13.8 18.2 11.6 125
Slovenia 4.7 13.9 12.2 10.2 10.7
Ukraine 0.3 (1992) 0.4 4.2 4.4 2.2

Source: UNICEF 2013.

rates in Ukraine, which are paralleled by similarly low rates in several other members of
the former Soviet Union, which are outside the scope of this book; however, the virtual
absence of unemployment has not prevented people from falling into poverty. More jobs
do not in fact mean better jobs, which are the sole instruments that can prevent people
from falling into poverty or engaging in criminal activities. The establishmenrt of inclusive
welfare institutions able to protect citizens from a wide range of new social risks, includ-
ing social disintegration, is the key to success.

Poverty is subsequently an important negative social aspect of the transition, one
that, strictly linked to the absence of more and decent jobs,* has greatly influenced the
emergence of new social problems and social pathologies. After two and a half decades of
transition, the poverty headcount ratio measured at $5 a day is higher in the countries of
southeastern Europe, particularly in Albania, Bulgaria, Macedonia, and Romania, as well
as in Estonia. This situation tends to improve when the poverty threshold is set at $2.50
a day, as the percentages of the population living below the poverty line decrease to less
than 20 percent in all the countries under consideration (see figure 4.1). Faster improve-
ments are, in this case, due to better integration into regional and global markets with
increasing welfare for the country’s economy and population, though the positive effects
of such convergence must still be fully exploited.

Similar considerations apply with regard to income inequality and, more specifically,
with regard to the share of income owned by households. The income share held by the
highest 20 percent of the population is greater in Albania, Bosnia-Herzegovina, Croatia,
Latvia, Macedonia, and Slovenia (see figure 4.2). These are all countries that have wit-
nessed a more exponential growth in the number of “new rich” with consequently more
unequal distributions of income and life risks. The potential redistributive effects of wel-
fare institutions have also been more limited in these countries, and the still inefficient
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Figure 4.1. Poverty Headcount Ratio
Note: Comparable data for the Czech Republic are missing.

Source: Warld Bank Development Indicators 2014, hitp://data.worldbank.org/data-catalog/world-
developmeni-indicators. Author's calculations.

welfare regimes have not yet succeeded in lowering existing differences (see “Similaridies
and Differences among Countries” and “Ongoing Issues in Transformation™ below).

In order to fully understand the real extent of poverty and income inequality, it is
also important to analyze gross domestic product (GDP) per capita (purchasing power
parity [PPP] in current international US dollars), as this measure provides a good indica-
tor of the similarities and differences that exist among countries and regions with regard
to the real purchasing power of citizens. Here, the Czech Republic, Slovakia, Poland,
Hungary, and the Baltic states show a higher percentage of GDP per capira, followed by

the countries of southeastern Europe and Ukraine (see table 4.2). In practical terms, this
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Figure 4.2. Distribufion of Income
MNofe: Comparable datc tor the Czech Kepublic are missing.

Source: World Bank Development Indicators 2014, nhitp://data.wordbank.org/dafacatalog/world-
development-indicators. Author’'s calculations.

means more money at the population’s disposal for its members to access a better life,
bur such access also requires the availability and obrainability of better welfare services,
Crime and juvenile delinquency are strongly associated with poverty and income
inequality, but also, as discussed in the next section, with the absence of well-functioning
wellare institutions. The registered otal arime rate {(per one hundred thousand average
popularion) reaches unexpecredly high levels in Hungary. Poland, and Slovenia, followed
by Estonia, Latvia and Lithuania, Bulgaria, Croatia, Romania, Macedonia, and Ukraine
(scc table 4.2). Differences also exist among countrics in terms of crimes committed
by the voung; Hungary, Poland, Ukraine, and Romania have higher rates of juvenile
criminality (see rable 4.4). However, rhese differences in crime rares can, in facr. be the
outcome of an increase in criminal activities or of a statistical bias, as these countries
have made the reestablishment of “law and security” the keywords of several political



Table 4.2. GDP per Capita, PPP (Current International Dollars)

1990 1995 2000 2005 2010
Albania 2,824 2,928 4,258 6,102 8,631
Bosnia and Herzegovina — 1,354 4,521 6,341 8,635
Bulgaria 5,402 5,528 6,225 9,809 13,892
Crodtia — 7.973 10,922 15,332 18,727
Czech Republic 12,314 13,379 15,546 21,264 25,358
Estonia — 6,315 9,882 16,548 20,002
Hungary 8.931 8.971 11,882 16,975 20,734
Latvia 7,818 5,386 8,039 13,040 15,943
Lithuania 9,311 6,197 8,614 14,197 18,120
Macedonia 5,559 4,799 5,943 7872 11,083
Montenegro — — 6,303 8,238 12,977
Poland 5,967 7,407 10,514 13,784 20,033
Romania 5,186 5,366 5,662 9,361 14,526
Serbia — — 5,768 8,517 11,421
Slovakia 7,697 8,200 11,006 16,175 23,149
Slovenia 11,509 13.000 17,556 23,476 26,509
Ukraine 5,823 3,172 3,279 5,683 6,678
Source: UNICEF 2013.
Table 4.3. Registered Total Crime Rate (Per Hundred Thousand
Average Population)

1990 1995 2000 2005 2010
Albania — 195 161 276 —
Bosnia and Herzegovina — — — — —
Bulgaria 772 2,452 1,823 1,780 1,969
Crodtia 1,123 1,018 1,081 1,779 1,649
Czech Republic 2,099 3,637 3,818 3,361 2,986
Estonia 1,617 2,754 4,219 4,129 3,607
Hungary 3,288 4,860 4,414 4,328 4,472
Latvia 1,302 1,575 2,120 2,297 2,437
Lithuania 1,002 1.676 2,354 2,404 2213
Macedonia 784 1,178 978 1,111 1,386
Montenegro — — — — 1,131
Poland 2,318 2,626 3,311 3,616 2,969
Romania 422 1,309 1,576 963 1,365
Serbia — — 1,165 1,391 1,070
Slovakia 1,323 2,137 1,645 2,294 1,761
Slovenia 1,919 1,919 3,395 4,216 4,365
Ukraine 716 1,252 1,124 1,035 1,106

Source: UNICEF 2013.
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Table 4.4. Registered Number of Crimes Committed by or with Participation of
Children or Juveniles

1990 1995 2000 2005 2010

Albania — — 559 701 —

Bosnia and Herzegovina 747 — 458 633 -

Bulgaria 6,873 15,348 10,006 10,998 7,086
Crodatia 2,689 2174 2,375 2,630 3,270
Czech Republic — 21,116 13,507 7.614 5,339
Estonia — 2,433 2,301 3,768 —

Hungary 12,264 14,321 19,988 21,499 17,379
Latvia 2,410 2,591 3,923 2,726 785
Lithuania 2,506 4,551 5,519 4,308 3,260
Macedonia 3.588 4918 3,120 2,399 1,686
Montenegro — — — 413 422
Poland 60,525 82,5651 76,442 71,482 99,187
Romania 9,245 26,511 25,470 18,578 13,531
Serbia — — 3,458 2,945 3,747
Slovakia 5,640 9,183 9,724 6,411 4,282
Slovenia 4,300 4,475 4,836 2,847 2,150
Ukraine 28,819 41,648 37,239 26,470 17,342

Source: UNICEF 2013.

campaigns. Consequently, governments have invested more time and effort in the fight
against crime, which has often led to a higher number of arrests.

Improvement or deterioration in the health and quality of life of citizens is also an
important aspect of social transtormation. Overall, the health of the population in this
region has drastically improved since the first phase of the transition, as life expectancy
for both men and women is substantially higher than in the pre-transition phase. The
countries that have witnessed greater improvement, slowly coming closer to most Euro-
pean Union (EU) standards, are the Visegrad countries and the Baltic states, followed by
the countries in southeastern Europe. The latter entered the phase of transition with more
difficult circumstances, more protracted economic crises, and more accentuated structural
weaknesses—a situation that has greatly hindered faster improvements (see tables 4.5 and
4.6). However, with the exception of Bosnia-Herzegovina, Croatia, and Montenegro,
the fact that these countries also invested less in health-care expenditures (see table 4.7)
also helps explain why the health statuses of their populations remain significantly lower
than those of other East or West European populations. The presence of corruption,
mismanagement of health-care funds, and inefficiency in the health-care delivery system
contribute to explain the rest of the differences.

Finally, another important aspect to take into account is the quality of life of citizens,
as this is an important indicator for understanding citizens’ satisfaction with national
governments. With regard, for example, to the issue of new family composition, the tra-
ditonal patterns of family formation have dramatically changed. Couples in the region
are marrying less and less, and the number of children has decreased. Divorce rates have
grown in almost all countries.> This situation has entailed not only increasing poverty for



Table 4.5. Male Life Expectancy at Birth (Years)

1990 1995 2000 2005 2010
Albanic 69.3 68.5 71.5 71.7 74.3
Bosnia and Herzegovina 69.7 69.5 71.3 721 74.1
Bulgaria 68.1 67.1 68.2 69.0 70.0
Crodtia 684 67.1 — 71.8 735
Czech Republic 67.6 69.7 71.6 72.9 744
Estonia 64.6 61.7 65.1 67.3 70.6
Hungary 651 65.3 67.1 68.6 70.5
Latvia 64.2 60.8 64.9 65.6 68.8
Lithuania 66.4 63.3 66.7 65.4 68.0
Macedonia 70.3 70.1 70.7 71.6 72.7
Montenegro — — 71.1 70.4 —
Poland 66.5 67.6 69.7 70.8 72.1
Romania 66.6 65.7 67.0 68.2 69.8
Serbia — — 69.7 70.0 71.4
Slovakia 66.6 68.4 69.1 70.1 716
Slovenia 694 70.3 71.9 74.1 76.3
Ukraine 660 61.8 62.4 62.2 65.3
Source: UNICEF 2013.
Table 4.6. Female Life Expectancy at Birth (Years)

1990 1995 2000 2005 2010
Albania 75.4 — 78.1 76.9 78.1
Bosnia and Herzegovina 752 751 76.7 775 78.7
Bulgaria 74.8 74.9 75.3 76.3 I 2
Crodtia 760 75.7 — 78.8 79.6
Czech Republic 754 76.6 78.3 79.1 80.6
Estonia 74.6 74.3 76.0 78.1 80.5
Hungary 737 74.5 75.6 76.9 78.1
Latvia 74.6 73.1 76.0 /1.4 /8.4
Lithuania 76.3 75.1 77.4 77.4 78.8
Macedonia 74.5 74.4 75.2 75.9 77.0
Montenegro — — 76.3 74.9 —
Poland 755 76.4 78.0 79.4 80.6
Romania 727 73.4 74.2 75.5 77.3
Serbia — — 74.8 75.4 76.6
Slovakia 754 76.3 772 778 78.8
Slovenia 773 76.8 79.1 81.3 82.7
Ukraine 750 72,7 73.6 74.0 755

Source: UNICEF 2013,
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Table 4.7. General Government Expenditure on Health as a
Percentage of GDP

19956 2000 2005 2009

Albania 1.6 2.3 2.7 2.8
Bosnia and Herzegovina 5.0 4.1 5.0 6.7
Bulgaria 3.7 3.6 4.3 4.4
Crodtia 6.9 6.7 6.0 6.6
Czech Republic 6.4 5.9 6.0 6.1
Estonia 57 4.1 39 53
Hungary 6.1 4.9 58 5.1
Latvia 3.8 3.3 35 3.9
Lithuania 4.0 4.5 3.8 4.5
Macedonia 5.0 4.9 5.0 4.6
Montenegro 55 55 6.3 6.7
Poland 4.0 3.9 4.0 4.8
Romania 25 3.1 34 35
Serbia 4.8 4.8 5.8 —
Slovakia 54 5.6 5.0 5.7
Slovenia 5.8 6.1 5.8 6.4
Ukraine 4.1 2.9 38 3.8

Source: UNICEF 2013.

single-headed households, single parents with children, the young, households with un-
employed, part-time, or atypical workers, and households of the Roma minority but also
more pronounced social reproduction of inequalities and intergenerational transmission
of poverty than existed during communism.® It comes, then, as no surprise that, accord-
ing to the European Bank for Reconstruction and Development’'s (EBRD) Life in Tran-
sition Report, in 2007 only 30 percent of people believed (agree or strongly agree) that
their houschold lives were better in 2007 than in 1989.7 Even more importantly, again
according to the EBRD report, in 2007 only about one-third of respondents in Central
and Eastern Europe supported “democracy and the market” as their preferred political
and economic systems.* Democracy and planned economy,” “authoritarianism and mar-
ket economy,” and “authoritarianism and planned economy” also stand out as important
feasible options, receiving from 10 to 27 percent of support, depending on the region. In
this account, the Visegrad countries and the Baltic states showed greater support for the
“market and democracy” option, followed by the southeast European countries and those
belonging to the former Soviet Union.”

Similarities and Differences among Countries

How do we explain the similarities and differences among countries and these social prob-
lems? Differences in unemployment rates can be explained, on the one hand, by structural
preconditions, such as the presence of more agricultural societies, as in Bulgaria and Ro-
mania versus, for example, the more industrialized Czech and Slovak republics. On the
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Photo 42. Children playing outside a run-down aopartment building in Bulgaria.
(Capiral Weekly, Bulgaria)

orher, they also depend on rhe economic arrracriveness of counrries ro fareign parmers
and on their capacity to avoid excessive dependence.'” [owever, their internal capacity to
resist external shocks, such as those that may arise from a sudden withdrawal of foreign
investors, is also important, as dependence on FDI in the Visegrad countries, Balric states,
and southeastern Europe or on gas price subsidies in Ukraine powerfully shows.

The system of protection against unemployment also played a significant rolc in
cushioning the negative effects of transition. Those countries that coupled a system based
on unemployment insurance with longer-term universal unemployment benefits and
social-assistance measures, such as the Visegrad countries,'" often obtained better results
in reducing poverty and thus the ncgative ctfects of transtormation. The reasons tor
poverty lie, in this context, in country-specific structural deficiencies and in the poverty-
reducrion policies adopred in parricular countries. Those countries rhar invesred more in
nonpolarized social welfare policies and limited clite capture, as in Central Europe (Czech
Republic, Hungary, Poland, Slovakia, and Slovenia) and the Baltic states (Estonia, Latvia,
and Lithuania), had lower levels of poverty and were more successtul in protecting vulner-
able citizens, compared to Albania, Bosnia-Herzegovina, Bulgaria, Croaria, Macedonia,
Montencgro, Romania, Serbia, and Ukraine.'? Thus, the absence of an integrated set of
social-assistance measures able to lower the costs of transition was an important reason
for failure in the social domain, as was the failure to implement well-estahlished family
policies and child-protection provisions that would have lowered the burden ol new social
risks."” In thosc countrics where family policics and child benefits were more extensive, as
in the countries of Central Europe (particularly the Czech Republic, Hungary, Poland,
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Slovakia, and Slovenia)' and in the Baltic states,'® women and their children had better
chances for getting ahead in the new environment than in Albania, Bosnia-Herzegovina,
Montenegro, Macedonia, Romania, and Ukraine, where the availability and extent of
these benefits continue to be more limited.'

The same considerations apply with regard to crime and juvenile delinquency,
though, in this case, the absence of well-functioning social services to cover particularly
vulnerable groups of citizens through, for example, the establishment of more compre-
hensive educational policies and vocational-training measures should be mentioned as
a primary cause of failure."In those countries that had lower levels of social protection,
due to budget constraints or wrong policy decisions, such as Bulgaria, Romania, Albania,

Bosnia-Herzegovina, Croatia, Serbia, and Ukraine, crime and juvenile delinquency had a
more destructive potential. When money for integration policies was not readily available,
repression of crime became the only oprtion.

Differences in healch and quality of life reflect, in addition to the already mentioned
economic vulnerabilities, policy decisions that did not adequately take into account the
importance of investing in citizens’ health.'® Especially with regard to the reforms of the
health-care sector, most countries restructured the Soviet-style model based on central-
ized though inefficient management and delivery of services by introducing a system that
depended on health insurance contributions,'” Unfortunately, as access to health-care
services depended on citizens” employment status, increasing unemployment often re-
sulted in a deficit of health funds, which subsequently led to a loss of coverage for most
unemployed persons, an outcome evident throughout the region.”

Finally, increasing social inequality may be traced to inadequate social integration
policies that did not succeed in including the unemployed and, more generally, the most
vulnerable citizens in the new political, economic, cultural, and social order. A more com-
prehensive approach toward social integration through more coherent, socially inclusive
welfare policies would have, in this context, been the key to success. As D. Acemoglu and
J. Robinson have correctly affirmed, inclusive political institutions are a crucial variable
to consider in erder to understand how societies evolve and react successfully to internal
and external threars.”! This also implies understanding differences in the political and
social construction of poverty.? The current deficiencies in integrating Russian-speaking
communities in the Baltic states,” war veterans in the countries of former Yugoslavia
(especially Serbia, Montenegro, and Bosnia-Herzegovina),*and the Russian community
il] L]k_['ﬂille are HI]]O[lg [lle reasons fo[' [[lf' current [EIlSiOnS in Ihesf',' COUH[I'-IES.

Ongoing Issues in Transformation

In order to improve the prospects for future policy options, this section highlights ten
ongoing issucs in the transformation. The first issue arose from a mistaken assumption
that the transition from communism to democracy would automatically lead to more
social welfare and increasing citizen support for the national government and the new
democratic system. After the fall of the Berlin Wall, no backsliding toward authoritar-
ian rule was thought to be possible. This point of view was shared by the majority of
academics and international observers, who saw, following Francis Fukuyama's famous
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assumption,* the fall of the Berlin Wall as the end of a difficult transition to democracy.*
Recent surveys of citizens’ attitudes toward the government and democracy have painted
a different picture. In 2010, only a minority of citizens stated that they were satisfied or
very satisfied with the national government. The satisfaction rate corresponded to 19
percent of respondents in Bulgaria, 20 percent in the Czech Republic, 31 percent in Es-
tonia, 9 percent in Croatia, 31 percent in Hungary, 11 percent in Lithuania, 24 percent
in Poland, 20 percent in Slovakia, 10 percent in Slovenia, and 5 percent in Ukraine.””
Similarly, in 2010, only a minority of citizens said that they were satisfied or very satisfied
with the way democracy works. The percentages carresponded, in this case, with 7 per-
cent of respondents in Bulgaria, 29 percent in the Czech Republic, 29 percent in Istonia,
12 percent in Croatia, 20 percent in Hungary, 13 percent in Lithuania, 29 percent in
Poland, 15 percent in Slovakia, 8 percent in Sloveniz, and 7 percent in Ukraine.

The transition from communism to democracy should, in fact, be understood as a
long process of economic, political, social, and cultural restructuring, which has implied
(and sdill implies) important economic, political, social, and cultural costs.® Improving
the social welfare of citizens has required more time than expected, and delay in improv-
ing citizens’ economic situations has negatively affected citizen support for national
governments and the new democratic system. There is little doubt that a “democratic fa-
tigue” has materialized in this region and that the transformative power of external actors
(such as the LU), though important,” has diminished * As A, Przeworski has correctly
affirmed, backsliding toward authoritarian rule is likely to occur if the social costs of tran-
sition are too prolonged and the past seems less painful than the unforeseeable furure.’

The second issue arose from the mistaken belief that economic restructuring would
automatically lead o increasing well-being and that social problems would suddenly
disappear. This point of view was shared by most proponents of orthodox neoliberal
ceonomics (i.e., survivors of the Chicago School and Milton Friedman’s understanding
of economic development), who saw the primacy of the economic over the social sector as
the key o suceess. In contrast o this view, R. Inglehart’s analysis of subjective well-being
rankings of eighty-two societies based on combined happiness and life satistaction scores
has demonstrated thar all owenry-five postcommunist councries included in the World
Values Survey, except Vietnam, Slovenia, and the Czech Republic, have low, medium-
low, or negative scores.** As a marter of facr, restructuring an obsclete economic archi-
tecture implies a long and ditficult process of transtormation that does not automatically
lead o immediate well-being because of the many problems thar occur in adapring dif-
ferent socioeconomic, political, and cultural structures to the new environment. Drastic
economic change comes at a cost. Rising up from the bottom of an economic depression,
as portrayed in the so-called Kuznet curve,*also often requires more etfort than predicted
in terms of cultural adapration. When this mismarch berween expectations and cultural
adapration materializes, new social problems and new sacial risks are likely to emerge and
persist, leaving citizens feeling uncertain abour the furure.** This situation in turn has a
negative impact on citizens subjective well-being, quality of life, and life chances.

The third mistaken expectation concerning the transformation involved the conjec-
ture that drastic austerity measures, as promoted in the so-called Washington Consensus,
would lead to increasing fiscal smability and growrh, wirh limired social costs. During the
first phase of the transition (1990-2000), the majority of officials with the International



SOCIAL ASPECTS OF TRANSFORMATION 111

Monetary Fund, Organisation for Economic Co-operation and Development, and World
Bank strongly advocated this policy as the best way to ensure long-term sustainable develop-
ment.” Although it is correct that a substantial reduction in state expenses was (and still is)
absolutely necessary to ensure the long-term survival of the new economic system, drastic
austerity measures did not lead, without intervention in the social sector, to increasing fis-
cal stability and economic development.*® As P. C. Schmitter has correctly noted, “Despite
the neoliberal enthusiasm for privatization and globalization, democratization continues
to rely on a political unit with a capacity for exercising legitimate public coercion and
implementing collective decisions within a distinct territory—that is, a state.” The poli-
cies followed, which were often based on a set of self-sustaining ideas®® widely shared by a
determined epistemic community,” gave primacy to short-term political objectives rather
than to long-term social outcomes. Regardless of a substantial increase in GDP per capita,
overall household purchasing power fell during the first decade of transition. This situation
has deteriorated as a result of the 2008-2010 economic crisis and has reduced the legitimacy
of newly established democratic states. According to the EBRD Life in Transition Report,
in 2011, almost two-thirds of respondents in the eastern region of Europe stated that they
were affected by the crisis, with more than two-fifths affirming that they were hit “a great
deal” or “a fair amount.” In addition, about 70 percent of houscholds aftected by the crisis
stated that they were “cutting back on spending on staple foods and health as a result of the
crisis.” The economic crisis thus also influenced support for democracy and markets, which
has decreased compared to 2006 in the majority of countries.*!

The fourth mistaken hypothesis regarding the transformation was the improbable
hope that Central and East European citizens would immediately abandon old mentali-
ties and partterns of behavior and easily adapr to the new social order, rejecting, once and
tor all, the old one. This hope was widely shared by the majority of political scientists,
economists, and policy makers of the time (in both the West and the East), who, by exces-
sively emphasizing the future positive effects of transition, underestimated many precepts
widely known in cultural sociology,” cultural economy,” and economic sociology* that
emphasized, instead, the importance of path-dependency and historical legacies in policy
making.”® Another widely shared hope during the first phase of the transition was, in
this context, that with the dissolution of communism, clientelistic relations and corrup-
tion would also suddenly disappear from the scene. In contrast, as W. Sandholtz and R.
Taagepera have correctly affirmed, “Communism created structural incentives for engag-
ing in corrupt behaviors, which became such a widespread fact of life that they became
rooted in the culture in these societies—that is, the social norms and practices prevailing
in communist societies.”* According to Sandholtz and Taagepera, the transition toward
democracy has not removed this culture of corruption yet. The process of privatization,
in fact, opened myriad new opportunities for corruption.”” Although this problem is by
no means confined to postcommunist countries, the sad truth is that the present has an
ancient heart and thar citizens face enormous difficulties in abandoning old mentalities
and patterns of behavior. Adaptation to the new social order has not been automatic, as
predicted, and the old regime has continued to represent a more tolerable option for sev-
eral million citizens. It comes, then, as no surprise thart clientelistic relations and corrup-
tion have survived the collapse of the communist order, since they continued to be part
of the acquired way of doing business, which permitted, for several decades, citizens daily
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survival. In terms of social welfare and social pathologies, this continuation has resulted
in a privileged access to welfare provisions for certain categorics of citizens linked to the
old and new nomentlarura. The persistence, for example, of “gratitude money™ in the
health-care sector has continued to drastically diminish citizens’ access to better services.*

The fitth mistaken hypothesis of transformation was based on the assumption that
citizens would employ, by default, the democratic liberties associated with the transition
from communism to democracy (e.g., freedom of speech, free elections) and that the old
lifestyle would be easily forgotten.” Unfortunately, the availability of democratic liberties
did not coincide with increasing social support for the new democratic system. Institu-
tional®® and ideational legacies,’' as well as more practical material benefits, such as those
linked to the absence of poverty and inequality, have, on the contrary, played a more
important role in citizens’ evaluation of the new social order. There has also been a gen-
eral deterioration of trust.>* As Sharon Wolchik and Jane Curry note in the introduction
to this volume, the lesson to be learned here is the fact that rapid social change implies a
drastic psychological adaptation to the new environment. In the presence of institutional
and idcational constraints and in the absence of tangible benefits, rapid social change has
not always resulted in increasing support for the new democratic order.*

The sixth mistaken expectation about the transformation was based on the beliet that
in the presence of continuous economic growth, no anger and resentment among the
population would arise or, at least, that the reasons for protest and resentment would be
limited. On the basis of a simplistic linear assumption, greater GDP growth was expected
to lead to more jobs, and more jobs were expected to create better access to social welfare
provisions.”® Unfortunately, as the restructuring of the systems of social protection was
carried our with a limited version of the social insurance principle, and as unemployment
emerged, several million citizens found themselves, from one day to the other, with little
to no coverage. The history of the transition from communism to democracy has pro-
duced, in this context, an extremely complex scenario. Although labor mobilization has
been limited compared to that in European countries that were not formerly communist,
anger and resentment among citizens has continued to arise.® The extent of such resent-
ment has depended primarily on important political realignments,* which greatly influ-
enced the real distribution of marterial benefits among citizens and the extent to which
different groups were successfully included in the new democratic order.”’Because our
furure has not only a distant but also a relational past,” citizens have assessed their current
condition in relation to that of their peers, often underestimating the real improvements
they have obtained in social wellare. When numerous so-called nouveaux riches (often
children of the old nomenklatura) invaded shops, pubs, and restaurancs, flaunting with
no hesitation their newly acquired wealth, it comes as no surprise that the majority of
the population felr subsranrially excluded from the henetits of the new demacraric order,
despite a significant growth in their real incomes. The unequal distribution of wealth and
privileges thus also contributed to anger and resentment. Nort surprisingly, in 2010, 87
percent of respondents in Bulgaria, 63 percent in the Czech Republic, 74 percent in Esto-
nia, 85 percent in Croatia, 88 percent in Hungary, 90 percent in Lithuania, 75 percentin
Poland, 77 percent in Slovakia, 90 percent in Slovenia, and 88 percent in Ukraine”agree
or strongly agreed that the government should do more to reduce differences in income.

The seventh mistaken hypothesis of transformation concerned the notion that new
social policies could be implemented easily and aligned with the new economic order. For
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Photo 4.3. Sclidanty demonsfrafions in Poland tc prctest the
low salaries and lack of benefits for state employees, such as
teachers and doctors, cs well as the general lack of government
aid for impoverished citizens in 2013. (Adam Dauksza/FORUM)

the majority of policy makers, the mismatch between the current and past systems of social
protection was supposed to be automatically resolved by an abrupt institutional trans-
formation.®” Most international advisors, including several experts in the EU-sponsored
Technical Assistance and Information Exchange (TAIEX) and Twinning programs,®' who
saw in a simple policy transter*™ from west to east the key to the successful restructuring
of social palicy. were responsible for this misunderstanding. In reality, new social poli-
cies have been hard to implement because transformation has taken place by adding new
institutions onto old layers that did not always fit with the new economic order as they
had been based on a different set of ideas and social policy strategies.”* The mismatch
between current and past systems of social protection has, in this way, continued over the
years, despite several important incremental rather than abrupt cansformations.*Change
requires time to adapt to new circumszances, a rule not easily avoided. A notable example
is the restructuring of the pension system in Hungary, which, after a first phase of drastic
ncoliberal transformation, recacquired most of the previous features of a centralized, state-
led system of pension insurance.® Social parhologies, in this case, implied growing poverty
for the elderly and uncovered patients in the health-care sector—all citizens who could not
afford not to pay the price of voluntary health or pension insurance contributions.

The eighth mistaken expecration abour transformarion was the supposition that new
ideas, interests, and institutions® could be easily implemented, replacing overnight the old
ones. Again, international consultants, proponents of a simple policy rransfer fram wesr ro
cast, often employed by the most famous financial institutions,*” were responsible for this
misconception. They in fact paid very little attention to the real speed required for cultural
adapration, to the differences among countries, or to different historical experiences and the
imprint these left on people’s minds, hearts, and patterns of behavior. In real practice, new
ideas, interests, and institutions can hardly be established and accepred by a community

from one day to the next, since they are often associated with dominant patterns of behavior
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that have persisted over decades.® Incremental adjustment and recombinant transforma-
tion® have, in this case, been the outcomes of institutional changes that have involved a
transformation and democratization not only of institutional structures but also of mentali-
ties and patterns of acquired behavior.” Social problems associated with this misconception
reflect the difficulties citizens have had in adapting to new life styles (e.g., the increasing
number of divorces) and the new labor market, which, necessarily, implied more proactive
behavior on the part of workers to ensure their own social protection.

The ninth mistaken hypothesis regarding transformation was the expectation that
poverty and inequality would immediately diminish with the fall of the Iron Curtain,
leading to a paradisiacal inclusive society. Excessively optimistic Keynesian-oriented
social policy experts, who saw in the diminution of poverty and inequality through an
unsustainable increase in internal demand the cure for all the ills of human socierties,
were responsible for this misunderstanding. Poverty and inequality do play a role, but
more variables must be taken int account. Not surprisingly, poverty and inequality have
not disappeared overnight, since the establishment of a new and a more inclusive society
depended on several different variables, among which economic variables represented
e:)nl}r one part. [nnovation and modernization meant, in this conrext, not oniy updating
an obsolete industrial and technological organization™ but also “deepening democracy,
enhancing collective and individual agency, reducing poverty, achieving greater equal-
ity of wealth, power, respect, legal status, or opportunity, and cultivating solidarity in
democratic communities.”” These measures necessarily required a drastic transformation
that could not be imposed from one day to the next by simple Keynesian policies or by a
coercive change in the main patterns in citizens’ behavior. Instead, they require time and
the political will to accept and include even the most uncomfortable differences present
in the new social order.”

The tenth and final mistaken hypothesis of transformation was the view that the
presence of a unique “communist” model of palitical economy and welfare capitalism
would soon disappear and thar the postcommunist countries would rapidly come to em-
brace Western models of welfare capitalism and political economy.” The peculiar “com-
munist” welfare regime in force for more than forty years has, in reality, not disappeared
from one day to the next, while convergence with Western models of political economy
and capitalism has required immense sociostructural adaptations.”” A more careful read-
ing of Max Weber’s famous work on economic sociology™ would have certainly helped
several social policy experts of the time.”” Hybridization of existing welfare institutions
has, in this case, been the most common outcome of the capirtalist transformation,™
often associated with the emergence of local welfare capitalisms and subregional models
of political economy that complemented those at the national level.” This process has
simultaneously involved path-dependent and path-departing patterns of transformation
in the allocation and redistribution of welfare benefits.®

Conclusion

This chapter has discussed the main social aspects of the transformations that have
occurred in Central and Eastern Europe since the end of communism. It has discussed
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the main changes in the labor structure and their repercussions in terms of social
welfare, with associated social problems and social pathologies. It has also analyzed
ten mistaken expectations experts and policy makers have had concerning the trans-
formation, expectations that have greatly hindered full demacratic stabilization and
consolidation. The lessons that must be learned from this experience show that these
views were poorly formulated and that important adjustments are required. Not only
should the social aspects of transformations have been considered more carefully, but
so should have the timing and sequencing of reforms, with more attention to emerging
social problems and their impact on the attitudes of the population toward the new
democratic order. Overall, the socioeconomic situation has drastically improved in
these countries since the end of communism, bur the multiplicarion of possibilities has
also led to a muldiplication of risks. As people tend to evaluate their present conditions
in relational terms, often looking at the past through rose-tinted lenses, current socio-
economic insecurity has cast a shadow over a possibly brighter future. It would, in this
case, be misleading to assume that since the first and most difficult part of the transi-
tion has occurred, the future will unquestionably bring peace, prosperity, and stability.
In order to avoid past mistakes and increase the prospects for future improvements in
this region and in other countries currently on the road to democratization and demo-
cratic consolidation, a more careful analysis of future social problems is necessary, as is
the adapration of policies and reforms to the peculiar culture of each nation. Increas-
ing poverty and income inequality represent, in this context, important variables to
take into account, as they influence not only individuals’ life chances and quality of
life burt also their prospects for societal success. As discussed elsewhere,*' poverty and
inequality produce locked-in and self-reinforcing mechanisms that constrain the re-
sources available to the individual and thus preclude tull integration into society. But
poverty and inequality may also lead to anger and feelings of resentment or a desire for
revenge that create distrust in the existing social order, potentially motivating actions
that could lead to civil conflict or war. Thus, establishing well-functioning welfare
institutions is crucial not only to increase the social welfare of citizens and, by so do-
ing, their long-term advancement and full development in society but also to establish
long-term trust in and loyalty to the system.

Study Questions

1. What are the main social changes that have occurred in Central and East Europe since
the end of communism?

2. What are the main socioeconomic challenges that citizens faced immediately after the
fall of the Berlin Wall?

3. What are the most important social problems and social pathologies that have
emerged since 19892

4. Whart are the most important social achievements of the transition from communism
to democracy?

5. How have these social aspects influenced citizens™ perceptions and the process of de-
mocratization in postcomimnunist societies?
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