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5Introdu ction

Introdu ction

With the end of socialism, South-East European 

societies experienced a most dramatic increase 

in poverty and socio-economic inequality. Slove-

nia was the only country that escaped this gen-

eralized societal trauma. In the other countries 

that emerged out of the former Yugoslavia, 

the secession wars with their damaging effects 

on regular production and trade added to the 

impoverishment of large parts of the popula-

tion (while enriching a few). Some might have 

hoped that the transition from the generalized 

inefficiency of bureaucratic socialism to West-

ern-style capitalist market economies would 

bring Western-style mass prosperity to South- 

Eastern Europe, but the actual experience of so-

cial polarization followed a compelling logic. It 

is readily explained by the disarticulation of the 

political and economic system that had ensured 

social inclusion before the transition.

It is much less clear how social inclusion 

can be re-established in economies that have 

productive employment only for a reduced 

part of the country’s work force and in states 

that no longer are able to appropriate and 

redistribute much of the national product. 

On the other hand, the protracted existence 

of large-scale social exclusion is a blatant of-

fense to the ideal of a “good” society and 

of a democratic state that is at the service of 

all its citizens. It is entirely out of tune with 

the “European Social Model” and with the 

region’s European aspirations. Moreover, it 

threatens to erode the legitimacy of the capi-

talist market economy and – especially im-

portant in the post-Yugoslavian countries – it 

can reinforce destabilizing identity politics. In 

fact, the quest for social inclusion defines one 

of the key challenges of the post-communist 

countries of South-Eastern Europe.

It is before this background that the Fried-

rich Ebert Foundation in 2007 launched a 

project “Towards Social Inclusion in South- 

Eastern Europe”, results (not the results) of 

which are presented in this volume. The proj-

ect was conceived of as a means to direct pub-

lic debate in the various countries towards the 

challenge of social exclusion and to policy op-

tions of responding to it. The purpose of the 

project was not to devise a blueprint for an 

integrated policy of social inclusion in South- 

Eastern Europe. Nevertheless, the blueprint 

notion was not entirely absent, as can be seen 

in the “Basic Policy Paper” included in the an-

nex to this volume, which presents proposi-

tions for just that: a strategy to overcome so-

cial exclusion under the economic constraints 

that are expected to prevail throughout most 

of the region for many years to come. 

These propositions are derived from a de-

tached analysis of (a) the economic dynamics 

of social exclusion in South-Eastern Europe 

and (b) the capacity of the region’s post-com-

munist governments. The propositions are 

detached as well from the public debate on 

inclusion policy in the countries themselves. In 

a sense, they can be considered a call: “This 

is the way you should approach the issue and 

the challenge of social exclusion!” 

The call elicited an echo throughout the 

region. Scholars of social sciences and eco-

nomics, some of them actively involved in the 

debate and design of policy in their countries, 

have related the categories and propositions 

of the “Basic Policy Paper” to their domestic 

social inclusion discourse. 

Three full-scale country studies were elabo-

rated in Romania, Macedonia and Bulgaria, re-

spectively in the course of 2008 – 2009. They 

analyze the state and perspectives of the rel-

evant policy areas, such as employment, edu-

cation, health care, pensions etc. in their re-

spective countries. The results of these studies 

were widely discussed, communicated and dis-

tributed on national level. This is part of what 

the project wanted to achieve: an informed 

discussion of the challenge of social exclusion 
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and of the options to respond to it. The three 

country studies form Part 1 of this publication.

The final highlight of the project cycle was 

the regional conference “Social Inclusion – Na-

tional and Regional Policy Priorities for a Social 

Europe”, held 19–20 October 2009 in Sofia, 

Bulgaria. It brought together 40 experts, aca-

demics and politicians from seven countries of 

the region as well as from the EU. In addition to 

the country studies, three more analyses from 

a regional perspective were presented, plus a 

synoptic view from the European perspective. 

The conference was opened by the Bulgar-

ian Minister of Labour and Social Policy, Totyu 

Mladenov, whose speech is also included in the 

“Conference Contributions” that form Part 2 

of the publication. His outline of the present 

policy priorities of social inclusion in Bulgaria 

exemplifies the success of the project. It shows 

to what extent the conclusions and recommen-

dation of the Bulgarian country paper have in-

deed been incorporated into official policy, fol-

lowing intensive consultations and workshops 

that were part of the project in Bulgaria.

Of course, an informed discussion alone 

does not move things, does not change real-

ity. Politics responds to political pressure, in the 

sense of doing things, of solving problems, and 

in the sense of avoiding solutions that are ve-

toed by powerful interests or that are expected 

to create more problems than political rewards. 

In a way, the persistence of large-scale social 

exclusion in the region reflects the prevailing 

matrix of political pressure and political power. 

It reflects the fact that the political systems have 

accommodated exclusion – for the time being. 

Determined efforts to eliminate exclusion as 

much as possible under the given economic 

conditions will materialize to the extent accom-

modation ceases to be a viable political option. 

This is first of all a matter of the pressure exert-

ed by those who claim inclusion for themselves. 

But it is also a matter of the legitimacy accord-

ed to a state that tolerates poverty, even mis-

ery, and social exclusion well beyond of what 

is truly unavoidable in an economically under-

developed labour-surplus country. The political 

goal of our project was to help to de-legitimize 

protracted social exclusion by contributing to 

the emergence of a “yes-we-can!” message, 

by strengthening the notion that much can be 

done indeed to overcome exclusion – even in 

very poor countries and that there is no legiti-

mate excuse for not doing it.

The present volume comes quite timely: 

2010 is the “European Year for Combating Pov-

erty and Social Exclusion”. It certainly is interest-

ing reading. But its main function is meant to be 

more. It is meant to be part of the ongoing en-

deavour to de-legitimize political inertia, timidity 

and myopic “realism” vis-à-vis the problem of 

social exclusion. The Friedrich Ebert Foundation 

is aware that more is needed and it intends to 

continue its efforts to contribute to the build-up 

of political pressure for effective policies of so-

cial inclusion in South-Eastern Europe. 

* Alfred Pfaller initiated the project as director of the offi ce of Friedrich Ebert Foundation in Bucharest, Romania in 2007. He also led 
the team that drafted the basic policy paper for SEE and contributed to the Romanian country study. After his departure in 2008, 
Marc Meinardus, incoming director of Friedrich Ebert Foundation in Sofi a, Bulgaria took over and initiated the process that led to 
the Bulgarian country study as well as the formulation of the offi cial Bulgarian strategy that recurred in good part to this policy 
paper. He organized the fi nal regional conference as well as the publication of the present volume.
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Part 1 : Country Studies 

Policy P riorities for Social Inclusion 
in Bulgaria 

Duhomir Minev, 
Lyuben Tomev, 
Dragomir Draganov

Conceptua l Framework 

The authors of this report have adopted the 

definitions of social exclusion and social inclu-

sion in accordance with the concept of the 

European Union (EU) set forth in the Joint Re-

port on Social Inclusion 2004, namely: 

• Social exclusion: Social exclusion is a 

process whereby certain individuals are 

pushed to the edge of society and pre-

vented from participating fully by virtue 

of their poverty, or lack of basic compe-

tencies and lifelong learning opportuni-

ties, or as a result of discrimination. This 

distances them from job, income and ed-

ucation opportunities, as well as from so-

cial and community networks and activi-

ties. They have little access to power and 

decision-making institutions and thus of-

ten feel powerless and incapable to take 

control over the decisions that affect their 

day to day lives; 

• Social inclusion: Social inclusion is a pro-

cess, which ensures that those at risk of 

poverty and social exclusion gain the op-

portunities and resources necessary to 

fully participate in the economic, social, 

and cultural life of their communities and 

to enjoy a standard of living and well-be-

ing that is considered normal in the soci-

ety they live in. It ensures that they have 

greater participation in decision making, 

which affects their lives and access to their 

fundamental rights. 

In this respect we have accepted that social 

inclusion policy is a process aimed at achiev-

ing a better quality of life for those at risk of 

poverty and social exclusion. It is important 

to note here that the economic capacity of a 
country is not the only factor contributing to 
what the social inclusion potential currently 
is or will be at a future point of time. Political 
commitment also plays a crucial role in this re-
spect. The arguments in favor of this are two. 

Firstly, in Bulgaria there are a large number of 

strategies (close to 200), and most of them 

are related to social inclusion. Regardless of 

this fact, the actual results are far from the 

ones expected. Secondly, if quality of life was 

only contingent on the extent of economic 

development, there would not be a need to 

draft strategies and set priorities in the area 

of social inclusion. Even this report would not 

be necessary. From this perspective: 

• Sustainable economic growth, stable 
macroeconomic environment, and pub-
lic funds are important prerequisites for 
implementing the social inclusion priori-
ties. The economic growth rate should be 

maintained and accelerated, employment 

should be stimulated and the quality of 

employment should be improved, while 

the currency board mechanism should be 

kept in place in order to guarantee the 

country’s financial stability. But although 

economic development is an important 

factor, it is not the only means of achiev-

ing social progress, and in most cases it is 

not even the most important one; 

• Fast economic growth does not in itself 
result in social inclusion, additional mea-

sures are necessary, but what is most im-

portant is the mainstreaming of the qual-

ity of life issue; 

• Appropriate allocation of existing resourc-
es is of key significance. It is a small excuse 

to say that resources are scarce or produc-

tivity is low; on the contrary, there are 
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enough funds, but they can be distributed 

more effectively. The EU funds provide ad-

ditional opportunities, which are not be-

ing used in that particular respect and in 

line with their precise designation; 

• In its budget policy, the government should 

commit to establishing stable structures 

and support mechanisms for social and 

economic development and the practice 

of “re-insuring” revenues should be over-

come and replaced instead by reforms and 

priority financing of the healthcare and 

educational systems; 

• An integrated approach is necessary, 

which addresses both poverty and social 

exclusion as problems related to the func-

tioning of economic and social institu-

tions (the market, the government sector, 

civil society, the family, etc). Such radical 

change implies three things: firstly, the in-

stitutions should be assessed in terms of 

their “inclusion” function; secondly, the 

quality of life issue should be integrated 

in their mission; and thirdly, if they do not 

perform their inclusion function effective-

ly, they should be reformed; 

• The democratization of institutions is an 

important part of their reform, this entails 

a recognition of the right and role of the 

stakeholders (social partners, civic organi-

zations, individual citizens) to participate 

directly and to influence the decision-

making process when it affects their lives. 

We believe that social exclusion could be 

overcome within a reasonably short period of 

time. What is needed, however, are bold, pri-

oritized (by sphere), and well-targeted (to the 

target groups) measures. Governments prefer 

to focus on everything and at the end of the 

day they achieve very little or practically noth-

ing. This is the reason why prioritizing is the 

key to successful policies. And inasmuch as 

social inclusion is an issue subject to integra-

tion in all public policies, several sectors could 

be identified where progress is achievable in 

a short period of time and where tangible re-

sults could be attained. This is the reason why 

we are of the opinion that: 

• The priority social inclusion policy sectors 

are: education, healthcare, the labor mar-
ket, and anti-poverty policy; 

• Out of all these sectors, there is none 
„that is more important than the most im-
portant” and all of them are pillars of a 

consistent social inclusion policy; 

• Activities should take place simultaneous-
ly in all four sectors, regardless of the fact 

that the results in each sector will become 

visible in different periods of time; 

• The target groups, aimed to be affected 

by all these measures, are the following: 

children, the unemployed, the working 

poor, illiterate people, economically active 

under-qualified and under-educated peo-

ple, the homeless, people who live alone 

without relatives and family, families with 

many children, single parents, pensioners, 

Roma families, people with disabilities. 

Challenge s 

Wide public support should be sought in the 

combat against poverty and social exclusion. 

The responsibilities need to be divided among 

the state institutions, the employers and the 

non-governmental sector. In this way, social 

policy will really be productive. Raising public 

awareness and establishing an understanding 

of social inclusion as an issue that is in the in-

terest of society as a whole, entails recognizing 

the rights of vulnerable individuals to live in a 

dignified way and be involved in public life. It is 

not sufficient to enshrine this right in the coun-

try’s Constitution, because its protection is up 

to the politicians and the political institutions, 

which are entrusted with the task of finding so-

lutions to the problems when they logically oc-
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cur, and to bear the ensuing consequences. In 

this respect, modern Bulgarian society is faced 

with a number of challenges. Without specifi-

cally focusing on the demographic crisis, which 

is considered to be a fundamental challenge in 

most European countries, we see the following 

challenges as being the most important: 

(1) Economic growth which does not trans-
late into poverty reduction. The low de-

gree of socialization of economic growth 

is being reinforced not only by neo-liberal 

policies, uncontrolled accumulation of 

capital, and growing profits, but also by 

the lack of trust in the social systems and 

the protection mechanisms put in place. 

The trend of increasing polarization and 

drastic inequality in society, on one hand, 

and the underdeveloped social security 

systems and restricted access to education 

and healthcare, on the other, pose a high 

risk of “recurrent poverty”; 

(2) Low labor remuneration as a share of the 
GDP. Labor compensation as a share of the 

GDP has been dropping throughout all the 

years of transition and economic reforms, 

and has reached 32–34% in the past cou-

ple of years – the lowest percentage in the 

EU. This problem became a focal point of 

discussion and debate among the social 

partners. These discussions usually take dif-

ferent forms, and they are in favor of cer-

tain economic interests rather than being 

based on principles and values. The unbi-

ased Eurostat data show that labor produc-

tivity in Bulgaria, measured on the basis of 

PPP1, stands at about 36% of West Europe-

an levels, whereas labor income (based on 

PPP) amounts to about 20% of that level. 

In fact, there are sufficient reserves in Bul-

garia for increasing labor compensation. 

Income increase, however, has been given 

up in favor of minimizing macroeconomic 

risks, taking into account the situation that 

a Currency Board mechanism is governing 

the country’s finances; 

(3) Fiscal policy based on the principle of 
“over-securing the revenues”. In a situ-

ation of deep social disparities, the gov-

ernment has been pursuing a consistent 

tax policy, which contributes to inequality 

instead of providing solutions to the prob-

lems of poverty and low incomes. The 

tendency of flattening the taxation scales 

each successive year logically led to the 

introduction of a flat tax rate of 10% on 

personal income without any non-taxable 

amount whatsoever. A purely institutional 

problem such as “tax collection” was re-

placed by the notion of “over-securing 

the revenues”. The relatively high univer-

sal VAT rate of 20%, together with the 

constant increase of excise taxes and the 

expansion of their coverage, resulted in 

a ratio between direct and indirect taxa-

tion which contradicts the usual Euro-

pean practices. Thus for instance, in the 

2008 government budget only the rev-

enues from the VAT and the excise taxes 

amounted to 71.6% of the total revenues 

(in Austria the revenues from these taxes 

stand at 25%). Undoubtedly, this exerts 

significant pressure on consumption and 

is a burden on all ordinary citizens. “The 

reversed tax structure” in Bulgaria is a 

paradox in terms of policy – money raised 

from poor taxpayers is used to finance 

programs for their own social inclusion;

(4) A sharp rise of the cost of living (and of 

some of its components in particular, 

e.g. food and energy), which is not being 

compensated by any income increases. 

For full 18 years now it has been impos-

sible to restore the real value of both la-

bor remuneration and pensions at their 

pre-1990 levels. The purchasing power 

1 Purchasing power parity (PPP) – measures the prices in differ-
ent countries and transforms the values into a joint arbitrary 
currency called «purchasing power standard» (PPS).
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of the average salary has dropped by 

41.1%, and that of the average pension 

by 39.1%. What is of an even bigger con-

cern is the fact that the price of basic food 

products and energy sources has gone up, 

and those are the two most important ex-

pense items for Bulgarian households and 

especially for the low income households, 

the consumption and expenses of which 

are mostly for food and energy. Due to 

the low elasticity of this type of expenses, 

this has become a serious burden for the 

budgets of poor households and practi-

cally makes it impossible for them to af-

ford other things such as education, lei-

sure, transport, etc.; 

(5) Deteriorated qualitative and quantitative 
parameters of the available human re-
sources. The levels of economic activity 

and employment are relatively low, the 

problems underlying the phenomenon 

of the “discouraged unemployed” have 

been and are being ignored, and so are 

the problems of the high share of school 

drop-outs, who are a potential source of 

social exclusion. The available resources 

of “cheap, highly educated, and quali-

fied work force” are being depleted and 

are gradually becoming a myth. There is 

a “depreciation” of professionalism and 

qualification, because the work force 

fails to get reproduced in quality terms. 

There have hardly been any sufficient, 

pro-active, and targeted measures aimed 

Changes in the purchasing power of an average salary (AS) and pension (AP) with 
respect to some consumer goods and services in the period 1990–20072 

Goods and services
Changes in the 

purchasing power of AS 
(in percentage terms)

Changes in the purchasing 
power of AP (in percentage 

terms)

Dobrudza brand bread - 60.2 - 58.8

Yogurt - 66.7 - 65.6

Milk - 60.8 - 59.5

Electricity - 68.3 - 67.2

Liquid fuel for heating - 68.9 - 67.7

Coal for heating - 80.9 - 79.6

Real Average Salary - 41.1 -

Real Average Pension  - - 39.1

at life-long learning and at attaining a 

qualification, which is adequate to the la-

bor market needs, both nationally and at 

the company level. This increases the gap 

between the needs of the economy and 

both the quality of the work force and its 

employment adaptability, including in this 

notion flexible employment as well; 

(6) A growing division of the labor market 
into two main segments: one which re-

quires high qualification and offers high 

remuneration, and another one of low 

pay and non-typical employment, which 

results in current or future poverty. The 

2 Source: Own calculations based on data of the National Sta-
tistical Institute (NSI: Salaries, Consumer Price Index, average 
prices and quantities of basic food and non-food products pur-
chased by the households; data from the National Insurance 
Institute about pensions 1990–2007
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desire to increase the labor market flexibil-

ity requires the development of adequate 

security systems and building bridges be-

tween the different social spheres and 

the employment status, thus opening the 

local labor markets to the poor and un-

employed. Flexible security (appropriately 

funded and managed) and active inclu-

sion are of a paramount importance for 

the strengthening of solidarity and social 

cohesion, but it should be clear and trans-

parent to everyone and there should be 

a social consensus in place that flexible 

security (in all its forms) has a high social 

cost and cannot be financed by making 

use of neo-liberal instruments and pursu-

ing a restrictive monetary policy; 

(7) A high disease incidence and negative as-
sessment of the overall health status of the 
population. There is a high disease inci-

dence in the country, which is not compre-

hensively and publicly monitored. The hap-

hazard monitoring efforts do not provide 

a clear picture of this dangerous phenom-

enon. Illnesses, which were thought to be 

cured, are coming back. Tuberculosis is re-

visiting. AIDS and Hepatitis C are no longer 

a chance occurrence on the health map of 

Bulgaria. High blood pressure and diabetes 

are no longer predominantly adult diseas-

es, as they affect children as well. The com-

parison of the standardized mortality rate 

coefficients3 for blood circulation diseases 

shows that for 2004 Bulgaria ranks first 

among all EU member-states. Given that 

the mortality rate from the above causes 

is 342.16 for men and 224.94 for women 

in the EU, these indicators in Bulgaria are 

840.52 for men and 559.95 for women re-

spectively. Bulgaria ranks among the first in 

Europe in terms of mortality and incidence 

of socially significant diseases; 

(8) Diverse and sustainable poverty profile. 
The category of the poor in Bulgaria is not 

a homogeneous group with a clear-cut 

social profile. What the poor have in com-

mon are the deprivation and hopeless-

ness, but otherwise it is a diverse group 

of people of different education, gender, 

ethnicity, age, religion. In Bulgaria, apart 

from the pensioners and the unemployed 

who face the highest risk of poverty, some 

employed also fall into the trap of poverty, 

due to their low or irregularly paid salaries. 

There is a continued presence of groups 

that are permanently excluded and there 

is a persistent danger of reproducing the 

inequality in life prospects from one gen-

eration to the next (inherited poverty). 

The poverty risk for the unemployed is ex-

tremely high – from 33.3% in 2001 it rose 

to 37.9% in 20074. The Roma in Bulgaria 

continue to be exposed to several poverty 

risk factors – low education, unemploy-

ment, poor housing and living conditions, 

habitation of remote rural areas, extended 

families5. According to sociologists6, the 

general trend of maintaining high poverty 

indices in Bulgaria is symptomatic for the 

formation of a durable “culture of pov-

erty”. Its ability to reproduce to the next 

generation poses a serious risk of “second 

generation poverty”, which would be a 

new challenge for modern Bulgaria; 

(9) Regional disparities in the quality of life. 
The territorial contrasts are reinforced by 

the unequal distribution of investments, 

and on the whole they continue to be an 

obstacle to the overall economic growth. 

The map of poverty in Bulgaria shows dras-

tic differences in terms of geography. The 

relative share of the poor by municipality 

varies from 1.8% in the capital city Sofia 

3 Source: Health for Everybody – statistical data from the Re-
gional Bureau of the World Health Organization for Europe, 
2008.

4 NSI. Laeken indicators: Results of the 3rd Round. 2007
5 Bulgaria – The Challenges of Poverty, NSI, 2003
6 ASA, Dynamics of Poverty in Bulgaria.
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to 53.8% in the Municipality of Boinitsa, 

District of Vidin. The poverty profile in the 

cities and in the rural areas is quite differ-

ent. Urban poverty is characterized by lack 

of money, whereas rural poverty – by lack 

of employment, low quality education, as 

well as by the lack of access to healthcare 

and social services. In the rural areas the 

in-kind type of consumption continues to 

form a significant share of the overall con-

sumption at the expense of income from 

labor remuneration or entrepreneurship; 

(10) Inefficient use of public resources and 
low adequacy of social transfers. There are 

very sharp contrasts in the capacity of the 

individual social systems and instruments 

to influence poverty reduction. Pensions 

as a main social transfer payment play a 

key role for poverty reduction in Bulgaria, 

regardless of their low nominal value. This 

is explained with the fact that they have 

a relatively high share in the total income 

of households – 22.1% against the 47.7% 

relative share of labor incomes7. The re-

maining social transfers have an insignifi-

cant impact on poverty reduction. Data 

from 2007 show that social transfers lower 

poverty levels to a significant extent: from 

a level of 40.5% they drop to 17.2% when 

social transfers are included, and when all 

other social transfers are added, they drop 

to as low as 14.1%8. This demonstrates 

both the low level of social compensation, 

assistance and family allowances, and the 

ineffective targeting of funds to the poor-

est social groups and strata. 

Educa tion 

The establishment of an accessible, inclusive 

and good quality educational environment 

should undoubtedly be a key obligation of ev-

ery state. It is equally evident that the solution 

of the problems in the educational system in 

terms of social inclusion is a complex issue. 

Usually, two approaches are employed. The 

first is to solve all the problems of the sys-

tem at the same time. The second one is to 

focus on one or several problems, which are 

deemed to be the most important. 

This report relies on the second approach. 

The rationale is that everybody has an opinion 

on the issues of education and there is rarely 

agreement as to which of the measures pro-

posed by the different stakeholders should be 

ultimately chosen. This is the reason why his-

torical experience gives proper grounds and 

provides worthy arguments making it possible 

to focus on solving merely one or not more 

than just a few of the numerous problems. 

Such a problem is the issue about early 

school drop-outs and it is taken up not only 

because access to good education for all chil-

dren and youth, including children from poor 

families, rural areas, or of Roma origin, should 

be a priority in any social inclusion strategy in 

South-Eastern Europe, but also because Bul-

garia has made no progress in curbing this 

problematic trend to date. 

Data show that the net enrollment rates 

remain relatively stable and are particularly 

low in the 3 to 6 age bracket (kindergarten) 

and the 15 to 18 age bracket (secondary edu-

cation). An average of between 2 and 3% of 

the students do not complete their education. 

Obviously, changes are necessary. 

Measures could be taken in the following 

areas: 

(1) Changes in the funding of the educational 
system. The funds allocated for education 

are a mere trifle given the needs of and 

the high expectations from the system. 

The delegated budgets will certainly give 

more powers and flexibility to the head-

masters, but will not solve the problem 
7 NSI, Household budgets in the period 1999–2007 
8 NSI. Laeken indicators: Results of the 3rd Round. 2007



13Policy P riorities for Social Inclusion in Bulgaria

with the chronic under-funding of the 

system. Problems such as leaking ceilings, 

cold classrooms, dilapidated sports facili-

ties, etc., will remain unsolved; 

(2) Improving the preparedness of the stu-
dents for the educational system. It is 

categorically necessary to ensure univer-

sal access to nurseries, kindergartens and 

pre-school educational facilities. Research 

data show that the cognitive and intellec-

tual abilities of children are formed during 

the first three years of their life. All mea-

sures taken after that age would be less 

effective. In this respect it is necessary to: 

• Review available municipal property 

and the opportunities for it to be used 

for building new kindergartens; 

• The state should cover part of the kin-

dergarten fees for children from 3 to 

5. This is how the issue of the com-

pulsory pre-school education may be 

coped with; 

• Kindergarten enrollment should be 

made compulsory, not voluntary as it 

is now according to the National Edu-

cation Law. Parents may waive that 

right, but should be obliged to send 

their children to these educational in-

stitutions. This is a categorical require-

ment for children with special educa-

tional needs;

• Children from poor families should be 

exempt from paying fees by virtue of 

a decision endorsed by the National 

Association of Municipalities (in the 

form a recommendation to the mu-

nicipal councils), or the Local Taxes 

and Fees Act. 

(3) Improving the economic situation of fami-
lies with children. The material status of 

families is the most significant factor im-

peding them from sending their children 

to school. The reason why is that parents 

do not avail of the needed financial re-

sources to cover the costs (food, transport, 

clothing, school materials). According to 

data from surveys on the school drop-out 

rate, the lack of funds to cover the costs of 

going to school is quoted as the main rea-

son for dropping out of school by 69.9% 

of the parents, and poverty in the fam-

ily is seen as the main cause for an early 

drop-out by 50% of the teachers. Other 

contributing factors are child labor (espe-

cially for older students) and the need for 

children to help out at home. All expert 

assessments show that poor children are 

the biggest percentage of drop-outs. It is 

necessary to: 

• Provide guarantees for the universal 

right to family benefits for all children 

and/ or guarantees for significantly im-

proved access to family benefits; 

• Expand the scope of the in-kind family 

benefits as long as the specific needs 

of the children have been identified; 

• Making the extension of family and so-

cial benefits fully conditional. Not only 

shall parents be obliged to send their 

children to school, but also to take 

good care of them, take them regu-

larly to the doctor, and refrain from 

subjecting them to violence and abuse; 

• Provide free breakfast to all students 

up to the 8th grade (post-elementary 

and pre-high school level) instead of 

the 4th grade only (elementary school 

level), and increase the per-pupil costs 

for food; 

• Partially or fully cover the canteen fees 

for all the children from economically 

disadvantaged families. 

(4) Improving the quality of the school envi-
ronment. The quality of school environ-

ment does not only make it easier for 

children to learn. Nice schools and the 

modern teaching environment affect the 

children’s willingness or unwillingness to 
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go to school, spark an interest in learning, 

and take education up in the hierarchy of 

the value system shared by students and 

their parents; 

(5) Free teaching materials for children up to 
16 years of age. Given that education is 

compulsory by law, and school education 

is free, this legal provision should be fi-

nancially provided for. The cost of teach-

ing materials should be included in the 

per-pupil operating costs; 

(6) Attention should be paid to children who 
find it hard to cope with the curriculum 

or have a so called “intellectual barrier” 
(do not speak the language well, are not 
prepared for school, etc). No matter how 

much investment is put into the improve-

ment of the school environment, there 

will always be a group of pupils and/ or 

students who are unable to make full use 

of it. A good support mechanism for chil-

dren from economically disadvantaged 

families, children with low grades, and 

children with learning disabilities, could 

be the so called full-day classes with lunch 

provided. “Catch up” programs should 

be developed, taking into account the 

type of difficulties the pupils and/ or stu-

dents have. It is in this way that the school 

facilities and teachers’ time will be more 

efficiently used as well; 

(7) Improving the quality of the existing and 
building new sports facilities in schools. In 

this way children will have a good time at 

school and form a positive attitude to at-

tending school; 

(8) Strengthening the cooperation between 
child protection directorates and schools 
in cases of truancy or when parents do 

not let their children go to school. It is 

appropriate to introduce administrative, 

property, or even penal sanctions against 

such parents, along with measures to 

link the right to and the amount of fam-

ily benefits to school attendance. Closer 

cooperation is also needed in cases of par-

ents’ neglect, family conflicts, etc. What is 

needed to this purpose is to increase the 

powers of social workers and child protec-

tion authorities, because many times par-

ents, although not openly stopping chil-

dren from going to school, do not mind if 

they fail to attend it; 

(9) Improving the social status and motivation 
of Bulgarian teachers. The motivation of 

teachers is another important factor af-

fecting school drop-out rates. The factors 

which could contribute to the motivation 

of teachers are: higher salaries, better op-

portunities for career development, ac-

cess to resources for individual improve-

ment and skill acquisition, and better 

school facilities; 

(10) Drastic improvement of school disci-
pline and control over the performance 
of headmasters and teachers by the re-

gional inspectorates, but also better pub-

lic control over the performance of re-

gional inspectorates and the supervisory 

functions of the Ministry of Education, 

Science and Youth. 

Healt hcare 

Access to adequate healthcare is a priority 
for every social inclusion strategy. The right 

to healthcare is a fundamental human right 

and no one should be deprived of it based 

on their personal income, property, resi-

dence or anything else. The overall approach 

we have taken is the so called solidarity prin-
ciple, which entails that healthcare should 

be guaranteed by the state. A key provision 

of the Rome Treaty for the establishment 

of the EU sets forth the obligation of the 

state to provide equal access to high quality 

healthcare services for all citizens, regardless 

of where they live. 
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(1) International experience shows that the 
chosen healthcare model should comply 
with the following criteria: 
• the level of economic development; 

• the level of society‘s ethics; 

• political commitment to health issues; 

• a practically tested conceptual model. 

The Bulgarian experience significantly de-

viates from the above requirements. Eight 

years after the onset of the health reform, 

carried out under the strong pressure of the 

International Financial Institutions, the out-

comes from it are the dissatisfaction with the 

providers of healthcare services, shortages of 

specialized staff and constant social tension in 

hospitals and emergency units, on one hand, 

and, on the other, total discontent and help-

lessness on the part of the patients trying to 

find their way in the labyrinth of: 

• „the reformed” outpatient health care; 

• „the under-funded” clinical paths in    

   the hospitals, and 

• „the market luxury” of the dental 

   services. 

(2) The two main disadvantages of the cur-
rently operating healthcare system are 
inefficiency and unfairness. Inefficiency is 

there due to the squandering of qualified 

labor, the existing distorted incentives, 

which do not promote good qualifica-

tion and practices, and result in over-con-

sumption in some of the sectors and lim-

ited access to others. Unfairness is there 

due to the unequal treatment of the dif-

ferent categories of patients, the dispro-

portionately low volume of medical care 

and high quality health services for aged 

or immobilized patients, and for people 

living in small villages. Some medical spe-

cialists and hospitals are also treated in an 

unfair way mainly through privileges and 

direct or indirect subsidies; 

(3) Hence the other problems in the health-
care system: big and growing inequality 

in labor remuneration for outpatient and 

inpatient health care, under-funding in a 

situation of increasing expenses for hos-

pital treatment, restricted access to spe-

cialized medical services and at the same 

time misappropriation of the National 

Health Insurance Fund (NHIF) payments – 

overpricing of medication and incomplete 

medical services. To a very great extent 

these problems stem from the power im-

balance in the system. In fact the system 

is organized around the doctors and their 

interests and is managed in a non-trans-

parent way without taking into consider-

ation the interests of patients. In such an 

environment, the creation of a market for 

health services and the reform of the sys-

tem intended to serve the public interest 

becomes impossible and corruption natu-

rally ensues. In turn, the above problems 

reinforce the social exclusion and result in 

low living standards for Bulgarian house-

holds and serious challenges for the social 

protection systems; 

(4) The healthcare reform led to a significant fi-
nancial pressure on the households, espe-

cially given the deteriorating health status 

of the population. Official NSI data9 shows 

that the relative share of the expenses for 

healthcare in the overall expense structure 

of households is clearly increasing after 

the reforms were introduced. In the pe-

riod 1995–1999 the relative share of the 

expenses for healthcare was 1.9–2.9% 

of the total expenses. In 2000 it grew to 

3.6%, and in 2007 it reached 4.7%. The 

low incomes of the population further im-

pede the access to healthcare. This con-

cerns especially the poor and the other 

vulnerable social groups. The unemployed 

who are not entitled to benefits and are 

not in the social assistance programs are 

9 National Statistical Institute. Survey of Household Budgets, 
2004
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left out of the groups of people whose 

health insurance is paid by the state bud-

get or from other sources. Most of them 

cannot afford the 6% health insurance 

payments or the commercialized medical 

services. The representatives of ethnic mi-

norities are another group whose access 

to health care has been restricted; 

(5) Quite insufficient funds are allocated by 
the NHIF to cover the price of medicines. 
According to data of the European Fed-

eration of the Pharmaceutical Industry, 

Bulgarian patients, as compared to those 

in the other European countries, pay a 

relatively high proportion of the price of 

medication out of their own pockets – 

56%, which means that only 44% are 

covered by the NHIF. The average propor-

tion in the EU is between 18 and 82%. 

The government not only could not find 

a way to increase the funds for medi-

cines or to expend the available funds in 

a more efficient way, but also introduced 

the additional burden of 20% VAT on the 

price of medication. The medicine policy 

is accompanied by constant crises, related 

to the lack of or shortages of life-saving 

medication. It is paradoxical for a coun-

try, the Constitution of which defines it as 

“social”, to cite “fiscal” or “commercial” 

reasons for the unequal access to mod-

ern treatment and quality medicines. By 

default, this limited access (given the low 

average incomes) leads to secondary pov-

erty and permanent social exclusion; 

(6) Apart from the health insurance pay-

ments, a part of the population has sig-
nificant additional expenses for health 
services, such as: 

• additional regulated payments – a 

user (co-payment) fee for every visit to 

the GP or a specialist doctor, as well 

as for hospital treatment. This restricts 

patients’ access, especially in those 

cases when their treatment requires 

complex diagnostic efforts and mul-

tiple visits to the doctor; 

• additional payments for outpatient 
care – the rationing of specialized 

treatment forces patients to pay for 

laboratory tests. The availability of 

specialized and expensive laboratory 

tests does not meet existing needs. 

Waiting lists have to be drawn up and 

those, who cannot wait for the tests 

they need, have to pay; 

• additional payments for inpatient care 
– for medicines, supplies, tests, food; 

• unregulated payments in the form of 

donations, “gratitude”, etc. Accord-

ing to expert assessments, all these 

payments are estimated to amount to 

about BGN 15 billion. These are ad-

ditional resources, which are forcibly 

invested in the system, but it is also a 

potential for possible corruption, com-

promising the entire healthcare reform. 

 All of the above leads to the conclu-

sion that the poor, if they want to re-

ceive treatment, become even poorer, 

and if they do not receive treatment, 

become sicker; 

(7) The shift from budget funding to health 
insurance funding has left a number of 

gaps and challenges within the system. 

The current model of organization and 

functioning of the healthcare system vio-

lates many economic, social, and ethical 

principles, and the government has abdi-

cated from its constitutional obligation to 

attend to the nation’s health. 
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Funding of hospital care in BGN/ ml10

Source 2004 2005 2006 2007

NHIF 328,0 478,4 614,0 680,2 

Ministry of Health 373,0 300,0 95,0 100,0 

Municipalities 51,0 - - 45,0 

Other agencies 101,0 53,0 59,0 59,6

Additional funds - 45,0 - -

NHIF Reserve - - 104,0 114,8 

Total 853,0 876,4 872,0 999,6 

Number of clinical 
paths - 120 299 299

 As the above data show, the funding 

of hospitals has been decreasing, as the 

number of clinical paths goes up, but 

the total financial resources are going 

down in relative terms. In practice the 

NHIF funds about 60% of the cost of 

the clinical paths. Hence the paradox: 

hospitals, which have more patients, 

fall deeper in debt. There is also another 

dangerous trend, namely a gradual shift 

to the better funded clinical paths and 

refusal to treat patients in the “cheaper” 

ones (the real reasons for the refusal are 

concealed). On the other hand, certain 

illnesses and diagnoses are not included 

in the existing clinical paths, there are no 

funds for emergency medical services 

and primary care in hospitals. The lack 

of sufficient funding makes it impossible 

to renovate the obsolete facilities, to buy 

modern diagnostic equipment and to 

run tests. In the meantime, the registra-

tion of medical hospitals in compliance 

with the Companies Act continues, and 

their Boards of Directors are a crib for 

government and municipal bureaucrats. 

(8) Being aware of the numerous acute prob-
lems concerning the access to and satisfac-

tion with primary medical care, we believe 
that it is necessary to lay down a system 
of indicators for evaluating and compar-
ing the existing access disparities based 

on geographic, temporal, organizational, 

financial, demographic, health, and socio-

cultural factors. Applying such a system, 

meant to assess and analyze the access 

experience of the different social groups, 

will facilitate the formulation of strategies 

and policies aimed at establishing control 

and ensuring intervention in order to im-

prove the end results and effectiveness of 

primary healthcare and respectively pro-

tect the rights of patients. We support 

the policy of introducing a guaranteed 

package of basic healthcare services and 

believe that the scope of the package in 

accordance with the mandatory health in-

surance and the national health map shall 

be determined in consultations with the 

social partners from the National Tri-par-

tite Council, the National Association of 

Municipalities and representatives of the 

Patients Organizations; 

(9) Based on the understanding that a funda-
mental change of the model is impossible 
and that such a change might cause even 

bigger shake-ups to the system, we pro-

pose the following essential improvements: 10 Data of the Ministry of Health and the NHIF
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• Allocation of more funds for health-
care – not less than 6% of the GDP 
(compared to the 4.2%, which are 
being allocated now), with a focus on 

prophylaxis and outpatient care, based 

on the services that have actually been 

performed. The capitation principle is 

ineffective not only in terms of spend-

ing the limited resources, but also in 

terms of curbing competitiveness; 

• Emergency medical care and inpatient 
care should be an integrated system 

with no other alternative but public 

organization. Since the structures in 

this sphere will remain regional mo-

nopolies, competitiveness here could 

be at team or personal level. Labor 

compensation should correspond to 

the qualification, work hours, and 

number of patients treated, and must 

be higher than that in the non-emer-

gency healthcare sectors; 

• Improving outpatient care should 
by all means entail valuing the clini-
cal paths and covering all diagnoses. 
Should this fail to take place, we can-

not expect to have quality medical 

services, which meet the established 

standards and good practices, on the 

one hand, and their supply and back-

up with resources, on the other. Oth-

erwise, shortages will continue, which 

in turn will further depress the current 

level of labor compensations; 

• No compulsory complementary health 
insurance. It will not result in improve-

ments with respect to the overall scope 

of healthcare, but will lead to more 

people being left out of the system. It 

will not improve the quality of care as 

well, because the services will be deliv-

ered in the same medical facilities and 

by the same people. The publicized 

emergence of “competing, mostly 

private, health insurance funds” (or 

the so called second insurance pillar) 

where contributions could be made, 

may only lead to even larger wastes in 

spending the limited money, which the 

healthcare sector has to subsist on; 

• More transparency in the manage-
ment of the system through strength-

ening the involvement of patients and 

their organizations in the processes 

of decision-making, monitoring, and 

evaluation of its performance. The 

current NHIF system does not allow for 

any actual participation of the patients 

in the decision-making process; 

• The financial incentives for medical 
workers and doctors should be targeted 

at the rural areas in the form of bonus-

es, benefits, transportation and accom-

modation money, etc. This will greatly 

contribute to overcoming the regional 

disparities in the access to healthcare 

and will guarantee the availability of a 

minimal package of health services; 

• Conclusion of an annual agreement 
between the Ministry of Health, the 
Trade Unions and the Employers’ Or-
ganizations concerning the healthcare 

sector with respect to the cost of labor 

for the providers of medical services be-

fore the signing of the National Frame-

work Agreement. In this way there will 

be guarantees for establishing inter-

links between the volume and quality 

of the medical services performed and 

the opportunities for fair remuneration 

for the highly qualified work of doctors 

and specialized medical staff alike; 

• Adoption of a special law on the reg-
istration and funding of the medi-
cal facilities. Healthcare is a priority 

social sector in any modern country 

and should not be treated as any 

other business activity, which func-
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tions based on market principles. In 

this respect, there should be alterna-

tive funding sources different from the 

NHIF, including budget allocations; 

• Opening health and dental practices 
in all schools, whereby the funds are 

provided by the budget of the Ministry 

of Health, not by municipal budgets. 

To this purpose, the funding regula-

tions should be drafted and amended 

in such a way, so as to stimulate the 

medical professionals to take up those 

“unattractive” positions, such as those 

of a school doctor, dentist, nurse, etc. 

Labour  Market 

More an d better jobs 

Achieving full employment is a key objective, the 

achievement of which will contribute to attaining 

most of the other social policy objectives, name-

ly: inclusive society, poverty reduction, providing 

jobs for everyone, active social state. 

In this context Bulgaria is one of the EU 

member-states, which have made significant 

progress in improving the labor market. The 

Bulgarian economy is no longer burdened by 

the high unemployment rate typical for the 

early 1990s, and the unemployment rate to-

day is even lower than the average in Europe. 

The employment rate has been steadily in-

creasing, with the number of the employed 

having gone up by at least 300 000 people for 

the past three years (according 2008 data). 

And yet, from the European perspective, 

the current level of economic activity and 

employment in Bulgaria cannot be said to be 

high enough. To a very large extent this is due 

to the fact that there groups of the popula-

tion who still find it difficult to participate in 

the labor market. Those are the long-term 

unemployed, undereducated people, people 

with disabilities, young people with no work 

experience and first job seekers, older work-

ers with obsolete knowledge and skills, single 

parents and mothers with babies, people with 

family duties, economically inactive persons. 

Those groups have been identified and out-

lined in all strategic documents on the issue, 

including the National Reform Program, the 

National Employment Promotion Plans, The 

Updated Employment Strategy, etc. 

Therefore efforts are needed to increase 

the labor supply – both on the part of the un-

employed, and on the part of the people who 

currently do not belong to the country’s work 

force. This is the reason why labor market ini-

tiatives are extremely important. 

(1) Shifting the focus of labor market policy 
from subsidized employment to qualifica-
tion and training. It could be argued that 

the educational level of the people who 

are currently unemployed and their quali-

fication do not meet the actual require-

ments of the market. Statistical data show 

that in June 2005 the total number of the 

unemployed was 441 000 and that 16,000 

unemployed were competing for a single 

vacancy. In June 2008, the registered 

number of unemployed was 221,000, 

whereby 8 unemployed were compet-

ing for a single vacancy. Thus, for a three 

year’s span of time, the number of the un-

employed dropped by half – and so did 

the pressure on the labor market. Hence 

the pressure on the market was mechani-

cally lowered – those who are qualified 

were able to find a job, and those whose 

skills did not meet the requirements of the 

employers remained unemployed. 

 By the end of 2008, however, under the 

impact of the economic crisis, unemploy-

ment in Bulgaria began to rise, and in 

February 2010 stood at 10.26%. Over 

the following three months, it marked a 

slight decline, and as of May 2010 the 

unemployment rate amounted to 9.62%, 
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or a little over 354,000 unemployed alto-

gether, whereby the prospects are for the 

retention of this number or even for its 

further gradual decline, due to the rise in 

seasonal employment; 

(2) Applying a regional approach to the plan-
ning and implementation of labor market 
initiatives. The pressure on the labor mar-

ket varies. Labor initiatives should adapt 

to this phenomenon and be targeted at 

the underdeveloped labor markets where 

unemployment is higher and the pressure 

is bigger. For instance, by the middle of 

2008, the funds disbursed by the regional 

employment offices in Sofia for different 

programs and measures amounted to 9% 

out of all available funds. The average un-

employment rate in those areas however 

was only 2.7% at that time; 

(3) The legislation promoting employment 
should incorporate the principle of equal 
opportunities and equal treatment in a 
better way. For example, Art. 23 of the 

Employment Promotion Act provides for 

a ban on employers to set any gender, 

age, ethnicity, nationality, and health cri-

teria for their vacant positions. Not all of 

the requirements of Directive 2000/43/EC 

(e.g. race) and Directive 2000/78/EO of 

the Council (e.g. religion and beliefs) have 

been included in the mentioned Act. Fam-

ily status, place of residence, and social 

status have also been omitted; 

(4) Intermediary services performed by the 
employment offices should be subject to 
quality control. In this connection, the 

processes of providing public services 

should be certified according to some of 

the generally known quality standards 

(e.g. ISO 9001); 

(5) It is necessary to establish a system of 
monitoring, evaluation and forecasting 
the needs of the local labor markets. The 

idea for this initiative is far from new, but 

so far such a system for regular surveys 

has not been introduced. Such a system 

will make it easier to draft programs and 

measures for employment promotion and 

will increase their effectiveness and effi-

ciency. A typical example is the program 

for Professional Training for the Tourism 

Sector Needs, where only 2 people were 

enrolled as of the beginning of 2008. This 

mechanism will also provide a much more 

specific rationale for the annual National 

Employment Promotion Plans; 

(6) The employment promotion legislation 
should be more target-groups oriented 
and less programs and measures oriented. 
Thus for instance, the Employment Pro-

motion Act mostly describes the services 

performed by the employment offices and 

the measures available to employers and 

job seekers. Undoubtedly, this is necessary 

because it provides the legal grounds for 

delivering the services. At the same time, 

however, the Act needs to be amended in 

at least four major areas: 

•   To set forth clearly and exhaustively all 

vulnerable groups on the labor mar-

ket. Such an attempt was made in the 

additional provisions of the law where 

more than 10 such groups have been 

outlined. The group of people who 

are not part of the labor force, how-

ever, has been totally omitted. It turns 

out that if such people fail to register 

at the employment offices, the labor 

market initiatives cannot reach them 

in any possible way; 

•   To define the obligations, rules, and 

procedures, on the bases of which 

the officials in the employment offices 

provide the so called “labor interme-

diation” for vulnerable persons on the 

labor market. These more than 10 spe-

cial groups have quite different needs. 

The approach of employment officials 
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to first time job seekers who have no 

work experience whatsoever should be 

completely different from the approach 

appropriate for a disabled person; 

•    To define labor market integration 

measures for all disabled individuals, 

aged workers, mothers, and individu-

als encumbered with specific family 

duties. At this stage, these groups are 

mainly covered by programs, including 

“Supporting Motherhood, Assistants 

for People with Disabilities, National 

Program for Employment and Train-

ing of People with Permanent Disabili-

ties”. These are just a few of the good 

practices and they can be legally regu-

lated as measures. This will ensure the 

sustainability of their positive effects; 

•   To define measures for the labor mar-

ket integration and re-integration of 

people who are not part of the la-

bor force and for the discouraged 

job seekers as well. It is of no conse-

quence that those people are not in 

the group of the registered unem-
ployed. What matters here is the fact 

that they do not have a job and this 

is obvious without having to refer to 

European and international classifica-

tions. Identifying those people who 

remain unreachable for labor initia-

tives is only the first step in integrating 

them in the labor market. 

A New Appr oach to Employment Adaptability 
of People with Disabilities 

Increasing employment is not only a matter of 

labor market policy, but also is an issue related 

to macroeconomic policies, to the educational 

and healthcare systems, infrastructure, busi-

ness development, innovations and invest-

ments, and research and development at large. 

This is the reason why it is of key impor-

tance to gain a clear understanding of the 

sustainable and constructive link between 

macroeconomic growth policies and the hu-

man resources development policies. 

In the context of an inclusive labor market, 

investments in the knowledge and skills of the 

vulnerable groups are extremely important 

and should not be underestimated. For those 

groups subsidized (secondary) employment 

is only a temporary solution. The way out of 

poverty is to drastically improve their chances, 

their human and social capital. This is a focal 

point of the life-long learning concept. Its role 

in increasing the employment adaptability of 

vulnerable individuals is beyond any doubt. 

Life-long learning outside the educational 

system is a wide-spread practice in the EU 

member-states. The most recent Eurostat 

data show that close to 17% of Europeans 

are involved in some form of extracurricular 

education. For Bulgaria this percentage is 10 

times lower – 1.7%. The comparison shows 

that only 2.6% of the unemployed have par-

ticipated in such forms of learning. In the EU 

this percentage is about 22%. 

No additional analysis is needed to identi-

fy the problems, which the vulnerable groups 

are facing on the labor market. Generally, 

when no specific vacancy is concerned, the 

first filtering criterion, set by the employers, 

is the basic level of competencies. These are 

requirements for digital competencies and 

proficiency in working with modern tech-

nologies, foreign language, computer literacy 

and skills, willingness to learn, communica-

tive skills, skills for individual organization of 

work, etc. Such skills can be acquired at a 

good school and from team work experience, 

which most of the vulnerable individuals are 

lacking altogether. 

The second barrier is the requirement to 

present documented evidence not only for 

completed education, but also for language 

proficiency, computer skills, professional qual-

ification and specialization. Such evidence 
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cannot be obtained by the unemployed. For 

them the training costs, the transportation ex-

penses, and the inability to attend appropriate 

forms of training for family reasons could be 

quite problematic. Some motivational factors 

also come to the fore, because such trainings 

do not automatically guarantee a job. 

In this respect, there are two types of chal-

lenges, which need to be addressed. The first 

one is related to the scope of training, and 

the second one – to the extent to which the 

specific training corresponds to the require-

ments of the labor market. 

Overcoming those two challenges has a 

lot to do with finding an answer to the ques-

tion “Who is responsible for life-long learn-

ing?” As far as the objectives of the Lisbon 

Strategy and the requirements for growth 

and employment are concerned, the answer 

is that the responsibility should be shared be-

tween the state, the employers and the work-

ers. But the needs of vulnerable groups are 

not clearly addressed in the current state of 

affairs on the labor market. 

In this context, it is obvious that the state 

and the government in particular should bear 

the responsibility for encouraging and co-fi-

nancing the involvement of vulnerable groups 

in life-long learning. Market mechanisms alone 

could not adequately alleviate the risk of social 

exclusion for vulnerable groups. The market-

ing strategies of training centers currently aim 

at providing services to wealthier clients. There 

are even grounds to claim that at the time be-

ing they are behaving in an elitist manner. 

This is the reason why the state (support-

ed by the social partners) should expand the 

opportunities for people who are alienated 

from the labor market to increase their em-

ployment adaptability: 

(1) It is necessary to look for ways to co-fi-
nance the various life-long learning forms 
for representatives of vulnerable groups. 
However, the amount of BGN 500, which 

is currently being allocated for qualifica-

tion and training of an unemployed indi-

vidual, is hardly likely to ensure the need-

ed duration or quality of education; 

(2) Initiatives such as students’ loans, guar-
anteed by the state, are among the most 
wide-spread forms of stimulating life-
long learning for youth. The Students’ 

Loan Act, which the Bulgarian Parliament 

passed not long ago, has not produced 

any traceable results as yet. Nonetheless, 

such instruments need and deserve to be 

further developed and encouraged; 

(3) It is useful to consider the opportunity of 
providing small grants (scholarships or fel-
lowships) to the unemployed to cover their 
professional training in a selected training 
center. The resources for that could be 

obtained under the “Human Resources 

Development” Operational Program with 

the active involvement of the social part-

ners – nationally and by industry; 

(4) Training for vulnerable individuals on the 
labor market should be officially recog-
nized as a basic public service. This en-

tails the pertaining requirements for a 

high quality service based on international 

standards. Such requirements should be 

put in place as regards all employment of-

fices and should be codified in the respec-

tive primary or secondary legislative acts; 

(5) The main objective of training and life-long 
learning for vulnerable groups is to facili-
tate the transition from unemployment to 
employment. This is the reason why train-

ing targeted at vulnerable groups should 

incorporate at least two main characteris-

tics: a) focused on the market needs; and 

b) of a high quality. The involvement of 

the stakeholders including the social part-

ners within the framework of the National 

Consultative Council for Professional Qual-

ification of the Labor Force in the develop-

ment of the national policy in this sphere 
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is a condition for achieving the necessary 

focus on the market needs. As far as the 

latter characteristic is concerned, what is 

needed is the input of additional efforts. 

The most realistic option at this stage is 

to develop unified methodologies for pro-

viding training to the unemployed in line 

with the European Reference Framework 

of Basic Skills to be provided in the course 

of Life-Long Learning. The methodologies 

should be provided as an attachment to 

the already existing guidelines for orga-

nizing professional qualification trainings 

and should be set as a criterion for the 

eligibility of project proposals submitted 

by the training centers.

The Minimu m Wage Challenge 

According to neo-classical and liberal econom-

ic theory, labor demand is a function of labor 

cost. Therefore should wages be increased via 

non-market mechanisms, then employment 

would consequently start to decline. 

This theoretical axiom is cleverly used by 

some Bulgarian economists who were quick 

to advocate the immediate abolishment of 

the minimum wage. 

The arguments in favor: By abolishing the 

minimum wage the labor market will become 

more flexible and business will not have to rely 

on distorted information about the cost of la-

bor. Should there be a minimum wage and en-

trepreneurs decide to hire, it is assumed that 

they would rather violate labor legislation, i.e. 

the employment created would remain unde-

clared. Apart from that, the minimum wage is 

alleged to be another obstacle to free negotia-

tions between employers and workers. The ex-

istence of a minimum wage is supposed to be 

a barrier to integrating vulnerable groups into 

the labor market – youth, people with disabili-

ties, aged people – because what they could 

produce would bring less revenue than the 

cost of their hiring. And finally, the minimum 

wage is almost seen as a supernatural instru-

ment of power for the government, making it 

possible for it to pump out increasingly more 

money from the various business entities in or-

der to re-allocate the revenues thus obtained 

through the respective government budget 

mechanisms for its own needs or to the family 

budgets of workers respectively. 

Given all the above arguments, some 

Bulgarian economists propose that the mini-

mum wage be totally abolished. If it fails to 

be abolished, then it should not be attributed 

any social functions whatsoever, because it 

does not possess the capacity of performing 

such functions. 

At the same time, they do not take into 

consideration the fact that such arguments 

would only be valid in a situation of ideal 

competition, which is far from the situation 

we observe not only in the Bulgarian econ-

omy today, but is also typical for the global 

labor market situation. Also, a number of em-

pirical analyses by prominent ILO researchers 

have proved that there is no direct correlation 

between the minimum wage and its increase, 

and the decrease of employment. On the oth-

er hand, it does have a significant impact on 

reducing poverty for the low-paid workers. 

This only proves that the minimum wage 

not only has an important social function, but 

that it actually performs this function as well.

In conclusion on this issue, the reason why 

so much attention is paid to such arguments 

is not rooted so much in their economic jus-

tification, but in the fact that they resonate 

with certain political platforms. The dissemi-

nation of such ideas may have an adverse ef-

fect on industrial relations. 

This is why the first urgent task is to de-
bunk the claims of those who say that the 
minimum wage is only the cost of labor and 
nothing else. The minimum wage is indeed 

the cost of labor but not only that: 
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•  Firstly, it has a social function and should 

be seen as a minimum level of pay, fixed 

in such a way so as to satisfy the mini-

mum needs of workers and their families 

in the light of the predominant economic 

and social circumstances. The very fact 

that just a few years ago Great Britain, 

the country with one of the most liberal 

governments in the world in economic 

terms, introduced a minimum hourly 

wage is significant in itself and needs no 

further comment; 

•  Secondly, it should be set in accordance 

with the objective circumstances and this 

is why the cooperation with the social 

partners should not be neglected. To fix 

a minimum wage based on exaggerated 

and unreal criteria is as dangerous, as it is 

not to take into account the cost of labor 

and productivity. 

This is the reason why a policy designed to 

create an inclusive labor market should pro-

vide guarantees for an adequate minimum 
income for everybody selling their labor. This 

could be done by taking three simple and re-

alistic steps: 

• Ratification of ILO Convention № 131 
concerning minimum wage fixing. Al-

though it dates back to 1970, the Con-

vention is ratified by 50 countries, among 

which are four of the most developed EU 

member-states – France, Spain, Portugal, 

the Netherlands. The most recent ratifi-

cations are from 2006 – the Ukraine and 

Montenegro, and from 2007 – Kirgiz-

stan. The Convention is ratified by almost 

all Balkan countries – Bosnia and Herze-

govina, Macedonia, Montenegro, Slove-

nia, Serbia, Romania, as well as by Latvia, 

Lithuania, Malta, Moldova, Armenia, and 

Azerbaijan. As soon as the provisions of 

the Convention are made part of the Bul-

garian legislation, this will set forth once 

and for all the simple requirement that 

when fixing the minimum wage, not only 

the economic factors shall be taken into 

account, but also the needs of the work-

ers and their families, namely: 

° the cost of living; 

° the level of insurance compensations; 

° the living standard of the other social 

groups. 

• Ratification of the European Social Char-
ter granting the right to fair remuneration. 
Bulgaria joined the Charter in June 2000 

but did not recognize the right of work-

ers to remuneration, which would make 

it possible for workers and their families 

to maintain an acceptable standard of liv-

ing. And if at the beginning of the century 

this decision was justified, today the situ-

ation is different. In 2000 Bulgaria was in 

a complicated economic situation. Today, 

however, the labor market and the public 

finances are in a much better shape; 

• Amendments to the legislation on mini-
mum wage fixing by complying with the 
principle of tri-partite cooperation. At the 

time being, the amount of the minimum 

wage is fixed by the Council of Ministers 

in accordance with the Labor Code. How-

ever, there is no procedure providing for 

prior negotiations with the social part-

ners. Usually, they are informed what the 

amount will be in October or November 

of the previous year when the govern-

ment budget is debated at Parliament. 

This is unacceptable for a country, which 

respects the traditions of tri-partite coop-

eration. It should be understood that this 

is no appeal to significantly increase the 

minimum wage. On the contrary – this is 

an appeal to fix it by taking into account 

the interests and opinions of all stakehold-

ers. The opposite would only reinforce 

the disastrous image of Bulgaria, which is 

cited as the only EU member-state where 
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the minimum wage is set depending on 

possible budget restrictions. 

Stop Tax Co mpetition 

Ever since the beginning of 2006, a radical 

change in the philosophy of taxation has 

been taking place in Bulgaria. The authorities 

are persistently looking for ways to reduce 

taxes for legal entities and individuals. The 

arguments in favor of the package of tax re-

forms are the need to attract more direct for-

eign investments, to create a more favorable 

business environment, to encourage innova-

tions and legitimate business in general, and 

to restrict the “grey” economy. The following 

measures have been taken to this effect: 

• In 2007 the corporate tax was decreased 

from 15 to 10%; 

• For the period 2006–2007 the total 

amount of social security contribution 

payments was decreased by 9 points and 

dropped from 42.7% to 33.7% from the 

income of a third category worker; 

• A flat tax or a proportional tax scale has 

been introduced, which replaced the ex-

isting progressive tax scale for individual 

tax payers. 

This is a typical example of tax compe-

tition. The theory is that governments usu-

ally resort to such measures for two reasons: 

firstly, to attract more capital in the economy 

and secondly, to prevent the drain of capi-

tal from the economy. It is a matter of inter-

pretation whether the strategy is successful 

or not, but it should be noted that in 2007 

new direct foreign investments amounted to 

Euro 6.1 billion – almost 10 times more than 

in 1998. On the other hand though, direct 

investments are mainly focused in three sec-

tors – 38.4% in real estate, 28.7% in finan-

cial services and 13.1% in construction. The 

good news is that those are the three most 

dynamically developing economic sectors. In 

the first quarter of 2008 construction reg-

istered value added growth of 13.5%, and 

financial services and real estate – a total 

of 19.7%. The bad news, however, is that 

none of these sectors is in the group of the 

hi-tech sectors, i.e. does not produce any 

high technologies or knowledge about such 

high technologies. This is the reason why 

their contribution to the overall increase of 

productivity is low by default. 

On the surface one might think that this 

issue is a matter of a different discussion alto-

gether. Tax competition, or as it is otherwise 

known “tax dumping”, is nothing else but a 

conscious refusal of the state to generate rev-

enues for the national budget. This, however, 

needs then to be compensated and the way 

to do so is twofold. Unfortunately, both op-

tions have a very negative effect on the real 

and disposable incomes earned by hired labor. 

The first option is to allocate less public re-

sources to social needs. This undoubtedly re-

fers to the remunerations in the public sector. 

Data about the execution of the government 

budget as of June 2008 show that BGN 868.9 

thousand was allocated to public sector sala-

ries, which is by 14.3% more than for the same 

month of the previous year. The aggregate in-

flation rate for the period however is 14.7%, 

which means that actually the budget expendi-

tures on labor remuneration have not gone up, 

on the contrary – they have gone down. To a 

large extent this is due to the restrictive policy 

imposed on labor remuneration in the public 

sector. A fact illustrating of this policy is that 

public sector salaries indexation takes place in 

the middle, not in the beginning of the fiscal 

year. Such actions are justified with the need 

to link the increase of public sector labor re-

muneration with labor productivity. And if this 

is reasonable with regard to real sector enter-

prises, it is deprived of any rationale in public 

sector organizations and activities, which get 

paid by the government budget. 
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The second option is to use tax and in-

surance policy instruments to recapture an in-

creasingly greater part of the income earned 

by households. This is one of the hidden ob-

jectives of the flat tax rate in the way it was 

implemented in Bulgaria – without any non-

taxable amount whatsoever. It was initially 

known that close to two thirds of the em-

ployed and the self-employed pay insurance 

on a gross income in the interval between 

one and two salaries, i.e. up to BGN 440. 

It was clear that those people would incur 

losses due to the introduction of the flat tax 

and that their tax debt would rise. Nothing 

can force business to compensate such a loss. 

Business would do it only for highly qualified 

work force, for specialists with modern skills 

and abundant experience. The case was dif-

ferent however. The majority of people who 

were harmed by the flat tax rate are in low-

productivity sectors where the work force 

turnover is high and there is shortage of staff. 

The other evidence lies in the social secu-

rity and health insurance policy pursued by 

the government. It is of no great significance 

that in 2008 the total amount of social secu-

rity and health insurance payments dropped 

by 9 points as compared to 2005, since a 

decrease of these payments was made for 

employers only. The percentage of the gross 

revenues, which business should pay for their 

employees, dropped by 9.55 points, whereas 

the share of the personal social security and 

health insurance installments of the workers 

grew by 0.55%. This results from the changed 

ratio of these payments. From 65% to 35% in 

2005, it increased to 60% to 40% in 2008 for 

the insurer and the insured respectively. The 

effect of this is that the burden for financing 

the social security and health insurance sys-

tems gradually shifted from business to work-

ers. For instance, the estimated revenues from 

social security and health insurance payments 

to the National Social Security Fund made by 

employers are 2.3% lower than the amounts 

collected in 2007. The estimated revenues 

from personal social security and health insur-

ance payments, however, stand at 16.9%. 

It is evident that tax competition has a 

very negative impact on hired labor. But in 

the future tax dumping may turn out to have 

unpredictable consequences. Today the offi-

cial argument is that the economy is currently 

attracting investments and capitals. Soon we 

will have to figure out what to do to keep 

capital in the country. Finding the answer to 

this question will not be easy, because it is 

hardly possible to have lower taxes. 

From the point of view of social inclu-

sion policy it would be best if tax competition 

does not take place at the expense of work-

ers and employees, nor – as it turns out – at 

the expense of those who are in the category 

of low-paid hired or independent workers. To 

this purpose, the following measures would 

be applicable: 

(1) Introduction of a non-taxable amount with 
proportional taxation. The flat tax rate 

in practice means that the wealthier pay 

lower taxes. It is not possible to persuade 

people that giving up the progressive scale 

and introducing the flat tax rate does not 

affect them. Instead of making promises, 

the only course of action is to take mea-

sures that will prevent the adverse effect 

on the poorer part of the population; 

(2) The preferences for people with disabili-
ties should to be increased parallel to the 
increase of the minimum wage. At the 

time being, the tax base for people with 

permanent disabilities has been decreased 

by BGN 660, which equals the amount of 

three minimum wages. It would be better, 

if the three-wages rule is set by way of a 

legal provision, rather than laid down as 

an absolute number; 

(3) Introduction of tax exemptions for single 
parents, families with many children, 
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preferences for the unemployed who are 

starting their own business, etc. If we re-

ally want to have an inclusive labor mar-

ket, we need to apply tax mechanisms to 

create conditions for involving as many 

people as possible in it. It may be true that 

such an approach will make the admin-

istration of taxes more complicated, but 

after all the mission of civil servants is to 

work for the benefit of society; 

(4) Discontinue the process of shifting the 

responsibility for funding the social se-

curity funds to the insured only. In fact, 

the payments of employers currently 

form about 63% of the revenues from 

social security contributions, given that 

this percentage amounted to 80% when 

the reform was started; 

(5) Adoption of a more flexible mechanism 

for the indexation of the salaries in the 

public budget sector, which ensures real 

growth. It is a good idea for the index-

ation to take place at the beginning, and 

not in the middle of the year. If possible, 

the increase should happen in two stag-

es – for instance, in March and October. 

What matters here is the purpose and 

the actual purpose is to guarantee real 

growth, rather than an increase for the 

sake of increase; 

(6) The indexation of the salaries in the public 

sector must be carried out on the basis of 

clear and objective criteria and priorities, 

agreed with the social partners. Currently, 

it is claimed that the budget sector sala-

ries get increased in line with the rise of 

labor productivity and individual perfor-

mance. No one knows, however, what 

these terms actually mean. In both cases 

they indicate nothing but a mere subjec-

tive assessment. The professional qualifi-

cation of employees does not count in the 

process of determining the level of their 

pay, the emphasis is rather put on their 

experience and position. The average in-

crease is the same for all organizations 

and activities regardless of whether the 

salaries there lag behind or enjoy a higher 

priority compared to others. 

The Life Cy cle Work Approach 

Guideline 18 of the Integrated Guidelines 

for Growth and Jobs of the Lisbon Strategy 

provides that the policy of EU member-states 

should be in line with the so called “life cycle 

work approach”. This approach is expected 

to contribute to integrating more and more 

people in the labor market, given the demo-

graphic challenges and the expected “shrink-

age” of the available work force. This could 

be achieved by solving three problems: (a) 

Overcoming the existing differences in the 

employment of men and women; (b) over-

coming the barriers to youth participation in 

the labor market through facilitating the tran-

sition from school to employment; and 

(c) prolonging the work life of older workers. 

(a) The Lisbon Strategy has raised the 

ambitious goal for the employment rate for 

women in member-states to reach 60% by 

2010. This is so, because accidentally or not, 

the employment of women is not equal to 

that of men. One of the main reasons for 

this phenomenon is the fact that it is women 

who need to make the hard choice between 

“work” and “family” more often. It is nec-

essary to achieve a better balance between 

family and professional duties, because prac-

tice shows that the problems with reconciling 

family life and work result frequently exclude 

mothers from the labor market and thus de-

creases family income. Taking care of sick 

family members or children in most cases is a 

burden that is shouldered by women mainly. 

Thus, from the point of view of employment, 

single parents and parents of many children 

turn out to be in a very unfavorable situation. 
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It cannot be denied that Bulgaria is one of 

the EU member-states which has a truly pro-

gressive legislation in this area and has put in a 

lot of efforts to improve the balance between 

work and family life for mothers and women. 

It is not by accident that the employment rate 

for women is close to the Lisbon target. As 

of March 2008 it is 58.4%. Despite that fact, 

however, more efforts should be made in the 

following areas: 

(1) Improving the organization and access to 
public services in the community for fami-

lies with children and families with depen-

dent members (people with disabilities, 

sick people, etc); 

(2) Providing incentives to fathers for childcare 
and change of the existing stereotypes re-

garding the role of husbands in childcare 

and family duties; 
(3) More flexible working hours. It is neces-

sary to review the current labor and social 

security legislation with a view to provid-

ing better opportunities for reconciling 

work and family obligations. 

(b) Young people are one of the groups 

in the labor market, which in all member-

states encounters more difficulties in its labor 

participation. In some countries, youth un-

employment is almost two times higher than 

the average. Especially serious is the situation 

for youth from low-income families. They are 

much more likely to inherit all the vulnerabili-

ties of their parents, including low education 

and qualification, unemployment and sub-

standard lifestyle. 

The issue of youth labor participation is 

frequently underestimated. It should be not-

ed that the ILO definition about youth vul-

nerability does not include their difficulties in 

labor market integration only. Vulnerability is 

also there when youth are employed in low-

paid jobs, in difficult and hazardous working 

conditions, without employment contracts 

and the benefits thereof. This is why employ-

ment policy targeted at creating an inclusive 

labor market should take into consideration 

both elements. Measures are feasible in the 

following areas: 

(1) Improved labor participation for youth 
should be a priority at the employment 

policy strategic level; 

(2) The Employment Promotion Act should 
provide for jobless youth to be supported 
within a short period of time. For instance, 

within 3 months from the registration, 

young people who are not entitled to un-

employment benefits (as they do not have 

9 months of social security length of ser-

vice) should be supported by employment 

measures and training; 

(3) Labor participation of youth is directly 
linked with the situation of the profession-
al training system. The chances of young 

people to integrate into the labor market 

are much higher, if they can produce evi-

dence of professional qualification. This is 

why it is necessary: 

•  To consider expanding the appren-
ticeship or internship practices. In this 

case no new job or position has to be 

opened and the business will be more 

likely to use the opportunities pro-

vided by the Employment Promotion 

Act. Should after the apprenticeship 

or internship period the employer 

is actually satisfied with the perfor-

mance of the young person, then he/

she could be hired;

•  To expand the scope of the current 
professional training for jobless peo-

ple. At present, the most widely of-

fered trainings are those for acquiring 

professional qualification of first de-

gree, class A. In other words, these are 

professional trainings for routine activ-

ities and in unchanging conditions. At 

the same time, employers lack quali-
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fied personnel for more complex activ-

ities. Instead of importing such labor 

force from abroad, they could train 

their own personnel. 

(4) Strict control over hiring minors, compli-

ance with the provisions of the labor legis-

lation and the rules for safe working con-

ditions. Young people are in the group of 

employees who are most at risk of exploi-

tation by incorrect businesses. Conscious-

ly or not, they tend to work in the grey 

economy without labor contracts and no 

social security coverage. Because of their 

age, they are more likely to work in haz-

ardous and unsafe conditions and to risk 

their health. Such practices are very harm-

ful and the benefits these young people 

derive are quite transient. 

(c) In recent years the attention of ana-

lysts and decision-makers has been focused on 

the issue of aging population. At the EU level 

this issue is associated with problems such as 

the sustainability of pensions, the risk for eco-

nomic growth, the shrinking workforce. This 

is the reason why member-states are trying to 

increase the labor participation of aged work-

ers. It is not by accident that one of the targets 

of the Lisbon Strategy is for the employment 

level of aged people to reach 50% in 2010. 

In this respect, coordinated efforts are 

needed in terms of employment and social 

protection policies for the market to overcome 

these demographic challenges in order to: 1) 

increase the number of years that an individual 

spends in the labor market, and 2) ensure that 

the number of people on long-term social ben-

efits will remain stable in the future as well. 

There are at least three successful groups 

of practices for stimulating the labor partici-

pation of older and elderly people. The first 

one is related to offering incentives to busi-

nesses to hire older workers. The second one 

entails more investment in improving the em-

ployment adaptability of elderly people. The 

third one is managing the organization and 

conditions of work so that older workers are 

able to maintain their productivity given their 

diminished physical capacity. Possible mea-

sures in this direction are: 

(1) With regard to the incentives for employ-
ers to hire more aged people, more of the 
so called 50+ Programs could be devel-
oped with flexible work hours. In Bulgaria 

there is a program entitled “In Support of 

Retiring” and the employers can make use 

of incentives in hiring unemployed wom-

en above 50 and unemployed men above 

55. The work they are offered, however, 

is full-time. It would be useful to diversify 

these measures and create opportunities 

for half-time job positions; 

(2) With regard to improving the employment 
adaptability of aged workers the Human 
Resources Development Operational Pro-
gram has a great potential. The oppor-

tunities, which the European Social Fund 

provides, should be used more exten-

sively. Improving the qualification of older 

people along with that of the young gen-

eration should be made a priority when 

drafting the annual indicative program for 

fund allocation; 

(3) The effectiveness of incentives for improv-
ing the working conditions in various en-
terprises is mostly associated with the op-
portunity to allocate sufficient resources 
for financing these activities. The Work-

ing Conditions Fund has a leading role in 

that respect. It would not be a problem 

to allocate funds in the annual budget 

of the Fund for prolonging the working 

life of employees. In any case, however, 

the funds allocated for the Fund by the 

government budget are quite insufficient. 

The Human Resources Development Op-

erational Program also provides opportu-

nities in this respect precisely. 
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Anti-Poverty  Policies 

The main problem with poverty reduction 

policies in Bulgaria is that they mainly rely 

on a specific approach known as the “trickle 
down” approach, actively promoted by the 

World Bank. This approach seriously restricts 

the objectives and instruments of poverty re-

duction policies, and puts the emphasis on 

economic growth as a key tool in fighting 

poverty. The objectives of anti-poverty poli-

cies are limited to alleviating the extreme de-

privation (both material and non-material) 

experienced by the poor and are aimed at 

stimulating them to participate in the labor 

market. Over the past years, the experience 

in Bulgaria has categorically refuted the al-

leged effectiveness of this approach. Eco-
nomic growth and participation on the labor 
market do not adequately affect poverty. The 

vision as to what the anti-poverty objectives 

should be and how to achieve them should 

be modified. It cannot be assumed that the 

achievement of these objectives will always 

be a result of economic growth. Obviously, 

some of the vulnerable groups and even 

some other groups (young people, older 

people) will permanently be excluded from 

economic progress. 

For these reasons, every anti-poverty strat-

egy should be based on the following: 

•  Focusing on the insufficient effectiveness 

of the trickle down approach as the main 

instrument of poverty reduction; 

•  Promoting the independent nature of the 

problems as a separate strategic line for 

policy improvement and hence formulat-

ing purely “social objectives”; 

•  Proposing areas of expanding the objec-

tives and diversification of the mecha-

nisms and instruments applied. 

Expanding the objectives and applying an 

increasingly large number of diverse instru-

ments will have an effect in two directions, 

i.e. apart from reducing the extreme depriva-

tion of the poor, they should create a favor-

able environment. This means: 

•  preventive measures against poverty, 
which minimize the risk of poverty upon 

the occurrence of poverty generating 

factors – e.g. job change, change of the 

health or family status, etc.; 

•  recognizing and encouraging the person-
al involvement of all citizens in the event 

of formation of integrated communities; 

•  the goal of such policies should not only 

be to reduce poverty, but also to secure a 
life with dignity for them, thus supporting 

the very foundations of democratic soci-

ety, which would otherwise be eroded. 

The main strategic line in expanding the 

policy instruments is to build capacity and cre-

ate pre-requisites for the active participation of 

the poor in the process of overcoming their ad-

verse situation. The focal point of the concept 

is to provide new opportunities to the poor, so 

that they could live the life they would like to. 

This is can be realized in three directions: 

•  increasing the economic chances of the 

poor by providing them with access to re-
sources for economic activity; 

•  empowerment of the poor through in-
volving them in the decision-making pro-
cess (mostly formulation and assessment 

of the poverty reduction policies); 

•  improving the effectiveness of the existing 
social safety nets meant to protect the poor. 

Public consensus and political will are of a 

paramount importance in order to solve the 

problems, improve the mechanisms of pri-
mary and secondary distribution with a view 

to achieving a higher level of social justice. A 

bold, but not infeasible idea is to change the 

priorities for public budget fund disbursement 

set forth in the National Government Budget 

Act for the respective year by outlining: 
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•  the areas where most funds will be allo-

cated, and 

•  the groups, the improvement of the qual-

ity of life of which, is most important for 

the state. 

A fundamental principle is to support the 

right to a minimum income for all, coupled 
with the introduction of an adequate scheme 

of determining it. Special techniques of setting 

standard budgets, based on the participation 

of all stakeholders, i.e. those who need such 

income and are (or could be) its users, are be-

ing currently developed. Standard budgets are 

multi functional – poverty assessment, income 

policy formulation (minimum social stan-

dards), poverty prevention (support for banks 

and households to avoid bad debt), etc. 

The drafting and guaranteeing of mini-
mum social standards for all governmentally 

protected payments need to take into consid-

eration the following components: the mini-

mum wage, the minimum pension for length 

service with duly paid social security contri-

butions and respective old age, the guaran-

teed minimum income, etc., as well as their 

updated figures based on the official poverty 
line and the cost of living dynamics. What is 

methodologically important is also the issue 

of using the national, and not the harmo-

nized index of consumer prices in the process 

of planning and the assessment of the social 

transfers expenses concerning pensions, ben-

efits, compensations. The determining factor 

in this case is the national consumption pat-

tern (with its specific features), and not the 

one used to the purpose of comparison only. 

The full ratification of the key internation-
al documents, such as the European Social 

Charter, Convention 102 of ILO etc., is a nec-

essary condition and an additional mechanism 

for applying the European social inclusion in-

struments and policies. The national social se-

curity systems should be guaranteed in terms 

of universal access and publicly agreed scope, 

and the development of the three-pillar sys-

tem of social security coverage should only 

lead to a better mix of social effectiveness and 

economic reason. The system of Laeken indi-
cators, which forms the basis of the method 

of coordination between the social systems of 

the EU member-states, should be fully applied 

and statistically supported. Such an important 

indicator as “permanent poverty” has not 

been monitored by the NSI yet. 

A radical change in the scope of social work 
is necessary in order to meet all the emerging 

needs. There is an understanding in Bulgaria 

that social work is predominantly about social 

assistance (material). This is the reason why 

there has been an increasing need to introduce 

other areas of social work. This mostly refers 

to supporting families in crisis, including spe-

cific activities to support and protect children 

in situations of a family crisis. It is necessary to 

expand the current scope of social work by in-

cluding activities such as “crisis intervention”. 

This type of social work could start by appoint-

ing social workers specializing in crisis interven-

tion at schools. Such changes make it neces-

sary to adequately adapt the duration, content 

and scope of the social worker’s education. 

Improving the monitoring of poverty and 
social exclusion dynamics by employing spe-

cial methods, which make it possible to in-

volve the poor themselves in the study of 

poverty. On the one hand, this ensures that 

they will participate in evaluating the poverty 

reduction policies and, on the other hand, 

this approach makes it possible to establish 

direct contacts between the decision-makers 

and the poor. In essence, this method results 

in intensifying the assessment of the policies 

thus implemented. 

In this respect, it will be very useful to in-

troduce the practice of poverty proofing for 

key changes in public policies and legislation. 

It is of great significance for both poverty and 
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the development of the country as a whole, 

to apply such poverty proofing to the system 

of the European Structural Funds. This would 

provide additional opportunities for targeted 

and effective use of the European funds for 

solving such important national problems 

such as poverty and social exclusion. 

Led by the understanding that companies 

and enterprises are an integral part of human 

society, and not simply a component of the 

economic system, the authors of this report 

strongly support the recommendations of the 

European Commission and the European Eco-

nomic and Social Council to popularize and 

develop corporate social responsibility. In our 

opinion, it will unveil new dimensions of so-

cial solidarity, open up additional resources 

for regional municipal and community devel-

opment, create opportunities for reconciling 

work and personal life, and this is an impor-

tant condition for the success of the policies 

aimed at fighting poverty and social exclusion. 
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This policy paper is the result of the regional 

initiative of the Friedrich Ebert Foundation to 

engage in and promote a visible social inclu-

sion strategy in South Eastern Europe. The 

main pillars, which this strategy for sustained 

social inclusion in the SEE region is based 

upon, are: education, healthcare, employ-

ment and social services. Hence, the national 

policy paper has adopted these four pillars as 

the main mechanism for promoting greater 

social inclusion, and suggests essential priori-

ties in the respective domains, which should 

serve as guidelines for creating a more inclu-

sive welfare state in Macedonia. 

The policy of social inclusion in Macedonia 

does not enjoy a long tradition, although the 

persistence of ‘old’ social problems, such as 

poverty, low living standards, and marginal-

ization has been the reason for the creation 

of the first social protection programs in the 

country. Currently, the Ministry of Labor and 

Social Policy, within the framework of its pro-

gram, designed a plan to tackle the problems 

of the socially excluded individuals (2004), 

which is focused on four target groups only: 

(1) drug users and members of their fami-

lies; (2) street children and their parents; (3) 

victims of family violence; and (4) homeless 

people. We believe that this focus should be 

widened to include other vulnerable catego-

ries. However, in a country where there is a 

trend of a high and persistent unemployment 

rate, a low level of average salaries, as well 

as an irregular pattern of payment of wages 

and salaries, it is difficult to assess the extent 

of the socially excluded population, especially 

because in many ways they might represent a 

majority group within the overall number of 

the population in this country. 

Therefore, in this policy paper we have 

tried to focus on priorities in the fields of edu-

cation, health, employment, and social ser-

vices, which have a two-dimensional focus, 

whereby one of the dimensions of these pri-

orities argues and advocates a more universal 

access to services in these domains, thus ben-

efiting the overall population, while the other 

is connected with the priorities that will privi-

lege and improve the access to social inclusion 

of those individuals who are more vulnerable 

and need additional incentives to engage in 

and take up the existing educational, health, 

labor, and social benefits and services, which 

have been made available for them. 

As social inclusion is a multi-faceted phe-

nomenon, it should also pervade other as-

pects and domains. Thus, the elaborated list 

of priorities is not exclusive of other options, 

which should be subject to further consider-

ation, in order to integrate excluded individu-

als on a broader basis and encourage them to 

better participate at all levels of society. 

Education 

Educ ation as a fundamental human right and 

a key instrument of social and economic de-

velopment and national prosperity represents 

a crucial element of any social inclusion strat-

egy. The general aim of the socially inclusive 

education is to enable all children, young peo-

ple, and adults, regardless of their ethnic and 

religious affiliation, sex, social and economic 

status, place of residence, and personal abili-

ties, to have: 

•  Equal access to education; 

•  Equal possibilities for acquiring education 

of a certain quality standard. 

In the Republic of Macedonia there is a 

wide acceptance of these universal goals on all 
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levels, and the importance of their realization 

is emphasized in the strategic documents for 

the development of education in the country.11 

However, their implementation is facing many 

challenges, especially regarding children and 

young people who live in economically under-

developed areas, in socially vulnerable families, 

and belong to certain ethnic groups (the Roma 

population, in particular). One of the main in-

dicators of their educational exclusion is their 

low level of school attainment, which can be 

attributed to various reasons: a serious short-

age of educational facilities, poor studying 

conditions, the insufficient amount of funds 

allocated for public education, their culture 

and traditions, which ultimately favor informal 

and home-based education. In the forthcom-

ing period, the Republic of Macedonia should 

make efforts to gradually overcome these dif-

ficulties and to improve the access and quality 

of educational services for those who are vul-

nerable, thus aiming to achieve the universal 

goals of education. We propose the following 

priorities, upon which the educational inclu-

sion policy in Macedonia should be built: 

Improving the P hysical Access 
to Educational Institutions 

In the Republic of Macedonia there is a lack 

of facilities at all levels of education. Thus, 

the problem of their accessibility is especial-

ly acute at the pre-school level, and at the 

points of transition from lower primary to up-

per primary education, and once again at the 

points of transition from primary to secondary 

education. In the rural and/ or mountainous 

areas of the country, where schools are not 

located in every single village and children live 

far away from the schools they should attend, 

the local educational authorities should ar-

range for local transportation with financial 

assistance on the part of the state. 

Increasing Chil dren Intake 
in Pre-school Education 

Within the total intake percentage of children 

(18,67%, State Statistical Office, 2002) en-

rolled in pre-school education in the Repub-

lic of Macedonia, the number of those from 

disadvantaged groups (from poor areas and 

families, minority groups, mentally and physi-

cally handicapped children, etc.) are the least 

included in pre-school education and are at 

the same time the least challenged and pre-

pared for inclusion in the compulsory school 

system. Therefore, the national social inclu-

sion policy should focus on: 

• Enlarging the network of pre-school insti-

tutions, especially in the rural areas, which 

should be financially supported by the 

state and by the local authorities; 

• Raising the awareness of parents and 

families about the importance and ben-

efits of pre-school education as an in-

strument for neutralizing cultural dis-

advantages and providing equal start in 

elementary education; 

• Improving the attractiveness and effi-

ciency of the pre-school educational level 

by offering different programs (based on 

local and children’s needs) and other or-

ganizational forms (such as institutional, 

extra-institutional and alternative forms of 

children inclusion). This variety of activi-

ties demands a more active participation 

on the part of local leaders, the business 

community, and the NGO sector. 

Ensuring Compul sory Educational Attainment

According to the latest amendments to the 

Laws on Primary and Secondary Education12, 

compulsory education has been extended 

and now includes both primary and second-

ary education. The present situation of stu-

dent enrollment (gross intake in primary ed-

11 National Program for the Development of Education in the 
Republic of Macedonia 2005–2015, 2006. 12 The Offi cial Gazette No. 51/2007, No. 49/2007.
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ucation – 97.11%, gross intake in secondary 

education – 69.5%) and annual student de-

crease (PE:1.42%, SE: 2.84%13) shows that 

the largest majority of students leaving com-

pulsory education belongs to the Roma eth-

nic group and to poor families from the rural 

and mountainous regions. What should be 

done to bring these children back into the 

schools is: 

• Continuous local endeavors in educating 

parents and families and strengthening 

the sense of individual educational needs 

through different forms of formal and 

informal meetings and gatherings. This 

holds particularly true of small communi-

ties, influenced by prejudice and tradition-

alism, especially as far as the education of 

female children is concerned; 

• Offering more financial benefits to the 

poor (free meals, books, and school work 

materials, free or low-priced transporta-

tion, subsidies for student accommodation 

for those living in dormitories outside their 

place of residenEnsuring central control 

over awareness campaigns informing the 

population about the parents’ legal obli-

gations to enroll their children in schools. 

Ensuring the Qualit y of Educational Services 

This priority is a sophisticated instrument for 

increasing student enrollment at all levels of 

the educational system, whereas its realiza-

tion is a two-dimensional task: 

• Improving the infrastructural capacities 

and conditions for school life, especially in 

rural areas (with school buildings meeting 

quality standards, with sufficient equip-

ment, books and teaching materials, with 

sufficient and suitable teaching staff, etc.), 

which could be done with a more rational 

use of allocated financial resources; 

• Enhancing teaching quality, which re-

quires: strengthening the teacher’s role 

and status (careful selection of candi-

dates, high-standard initial teacher educa-

tion, centralized control of teachers’ ac-

creditation, systematic professional devel-

opment, competitive salaries, and other 

professional incentives, benefits for those 

accepting to work in less developed or un-

derdeveloped regions, etc.); 

• Centralized curricula (at all levels, except 

for the university level) and high-standard 

textbooks and teaching materials; 

• Teaching methodology that promotes 

thinking abilities of a higher order and 

stimulates initiative and independent and 

cooperative life-long learning. 

Ensuring quality standards in pre-school, 

elementary and secondary education should 

be government responsibility. The state should 

develop and implement a system of quality 

assurance and compliance control based on 

standards that concern each and every issue 

mentioned above. The higher education insti-

tutions, which operate in more competitive 

conditions, tend to follow the market mecha-

nisms in relation to ensuring high standards, 

with accompanying state intervention in case 

of poor performance. 

Providing Financial  Support to the Poor 

The educational system in the Republic of 

Macedonia is predominantly a public one. 

Both primary and the public secondary edu-

cation are free, even though school achieve-

ment on these two levels involves many ex-

penses (such as meals, books, working mate-

rials, clothes, etc.), which are not always easy 

to cover for many students’ families. On the 

other hand, both pre-school and higher edu-

cation offer fee-based education that is not 

affordable for socially disadvantaged families. 

Having in mind the financial and organiza-

tional incapacity of the Macedonian state to 

provide free access to education on all levels 13 State Statistical Offi ce, 2002/04.
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for everyone, financial assistance for the vul-

nerable categories among children/ students 

can be provided in form of: 

• State support – meant to exempt the poor 

from the obligation to pay fees, and grant 

scholarships for talented students. Local 

community and school support – meant 

to ensure the transfer of different text-

books for the different school grades at 

the end of each school year, and extend 

subsidies covering school meals and ac-

commodation in dormitories; 

• Creating a socially inclusive education in 

the Republic of Macedonia is a long-term 

and expensive process, which demands 

strong political will and commitment to 

education as a high national priority. As 

a consequence, this requires more invest-

ments and more effective and fairer allo-

cation of the available recourses. The fact 

that socially inclusive education is not easy 

to achieve should not be a reason for de-

nying anyone’s right to education and for 

depriving anyone from the right to access 

educational services of an equal quality. 

Healthcare
 
The Rep ublic of Macedonia is going through 

a long, unstable, and painful process of re-

forming the provision of healthcare services 

and their respective financing. The health in-

surance coverage is reportedly close to 100 

per cent, the indicators for physical access are 

impressive, and the basic benefit package is 

quite broad, covering practically all health-

related services. Such a generosity on the 

part of a publicly financed system is hardly 

affordable and creates significant inefficien-

cies; it is ridden by corruption and has to be 

balanced by expenditure cuts that are affect-

ing both the primary healthcare system and 

the maintenance of the facilities, which are 

very important for the poor. The quality of 

healthcare has also deteriorated due to poor 

state of the facilities and the quite outdated 

equipment, coupled with lack of materials, 

whereby wages and salaries absorb most of 

the healthcare budget. 

There is evidence from various benefi-

ciary assessments that the availability and 

the quality of healthcare are inadequate 

for certain number people who cannot be 

insured on any basis (around 35,000) and 

those who cannot afford to pay for drugs, 

pay for them out of their pocket, or are un-

able to afford private doctors’ fees. Some of 

the more vulnerable groups in terms of their 

access to and benefits from the healthcare 

system include: 

a) Long-term care patients: the situation is 

still very substandard especially with respect 

to the mental health facilities, where, among 

others, there is the problem of the lack of 

proper coordination concerning the respon-

sibilities shared between the healthcare and 

social policy sector; 

b) Elderly patients: In 2005 the percentage 

of the population over 65 years of age increased 

to 11.1%. The majority of the elderly people 

lack sufficient funds for the proper healthcare 

they truly need. There are also cases where the 

family of such patients is unable to provide the 

necessary care, especially in certain periods of 

the year. Care is then provided in specialized 

hospitals providing beds for prolonged stays to 

elderly patients. So far, only a small number of 

such homes or healthcare facilities for retired 

people have become available; 

c) Roma population patients: In the set-

tlements where the Roma population lives, 

infrastructure in terms of educational, social 

and health facilities is insufficient and poor, 

which adversely impacts the socio-economic 

and health status of the Roma people at large; 

d) Patients who belong to rural areas pop-
ulation: Rural units frequently offer poor fa-

cilities, lacking basic equipment. This may be 
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one of the reasons why patients, especially in 

rural areas, aim to bypass primary healthcare. 

e) Uninsured and redundant workers, the 

companies of whom have not been paying 

any health insurance and social contributions 

whatsoever. 

Having in mind all this, we suggest the 

following interventions to be implemented, 

which are capable of tackling the problem 

of social exclusion and healthcare. To begin 

with, we suggest that the general model, 

which could deal with this problem and meet 

the principles of solidarity, equity, and proper 

efficiency in the healthcare system in the Re-

public of Macedonia could be: 

• a policy-controlled private delivery in the 

Primary Healthcare sector with the excep-

tion of some preventive and emergency 

services; 

• rationalized and well-managed public 

hospitals accessible to all citizens; 

• enhanced role of the public healthcare 

services, and 

• interventions, accessible health benefit 

packages, income-related insurance fees, 

and socially determined co-payment policy. 

Policy-Controlled P rimary Healthcare 

There should be an emphasis on the enhance-

ment of the Primary Healthcare Services, as 

this is still the cheapest and most affordable 

level of services, designed for the provision of 

comprehensive disease management, which 

serves as a gate keeper, capable of bringing 

the adequate healthcare services close to the 

population groups at risk. 

The rationalization of all healthcare facili-

ties and their proper geographical re-distribu-

tion, because of the limited resources, has to 

be much more efficient and capable of signifi-

cantly improving the infrastructure of facilities, 

as well as the quality of primary care services 

in particular, as these are the most accessible 

healthcare services for all groups of citizens. 

The introduction of more productive methods 

of provider payments (a capitation-based sys-

tem at the primary care level and an annual 

global budget allocation and DRGs14 for in-

patient care, based upon performance indica-

tors) – should be further improved. It is a gen-

uine challenge for these changes to be prop-

erly implemented, as they could temporarily 

jeopardize healthcare provision, on one hand, 

but – on the other – they could also improve 

the access to the services for some specific tar-

get groups of the population. A possible so-

lution to avoid this are targets set out in the 

new payment models, where special incen-

tives shall be introduced for healthcare work 

carried out in the country-side, for preventive 

and health-promotion activities, as well as for 

rational prescription of drugs and referrals to 

the upper level of the healthcare system. Fur-

thermore, the combined model of payment 

through capitation and a fee for services could 

create more incentives for improved efficiency 

on this level, which is very important especially 

for the vulnerable groups of the population. 

Some services, such as emergency medi-

cal and dental care, emergency home treat-

ment, preventive check-ups of pre-school and 

school children, as well as some patronage 

services, should remain within the public do-

main, especially since those services are more 

frequently used by the groups at risk. 

Well-Managed Hospit als Accessible 
to All Citizens

In a strictly social insurance system as the 

Macedonian healthcare system is, the deci-

sion is more likely to be to lay the stress on 

the rationalization of the hospitals, and on the 

proper modernization of the selected ones 

in the process of medical mapping, includ-

ing the more realistic and productive DRGs 

payment models and an adequate informa-

tion system, which has not been established 

14 Grupeve të ngjashme diagnostike.
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thus far. An integrated approach to service 

delivery with close cooperation between the 

primary, secondary and tertiary-level services 

is also missing (which encumbers the proper 

disease management in the country). 

The rational prescription of drugs, also cou-

pled with an adequate access to the essential 

drugs (especially those from the positive medi-

cation list), is among the crucial conditions that 

can impact the proper access to healthcare ser-

vices, especially by the socially excluded. The 

newly privatized system of the pharmacies has 

started to reveal the risk of jeopardizing the ac-

cess to essential drugs, especially for the vul-

nerable groups, since some of the pharmacy 

owners have started to practice an over-zeal-

ous market approach rather than a social one. 

The current system has also created some 

shortages in the area of the long term health-

care services and the specialized homes and 

facilities for the elderly. Taking into account 

the size of the demand, public-private part-

nerships should be set up to the purpose of 

investing in such specialized facilities and 

services, as well as in the proper conversion 

of the surplus beds in hospitals, which would 

be capable of providing these specific long 

term services. 

All these processes should be accelerated. 

The state should increase the empowerment 

of community groups; create opportunities 

for citizens to express their needs; deliver ser-

vices that promote the social inclusion of vul-

nerable groups, the healthcare reforms aimed 

at improving the capacity and efficiency of 

the primary healthcare level, reducing at the 

same time the costs of hospital treatment. 

On the other hand, local communities should 

display greater interest in the possibilities to 

invest (jointly with the central government) in 

healthcare facilities, especially at the level of 

primary healthcare provision for the benefit 

of all their citizens. 

Enhancing the Role  of the Public Health 
Services and Interventions

Improved health promotion and other pub-

lic health interventions and programs in the 

country supported both by the central and 

local community’s budgets, as well as by 

some international agencies, could definitely 

improve the access to proper health-care ser-

vices of the population groups at risk, and es-

pecially with a view to the prevention of spe-

cific diseases, which are generally linked with 

low economic status or insufficient access to 

healthcare services. 

Reforms in the Heal th Insurance Policy – 
an Accessible Benefit Package and Income 
Related Insurance, as well as a Socially 
Determined Co-payment Policy

The current benefit package is considered to 

be both very comprehensive and very costly. 

Aiming to keep the emphasis on public ser-

vices and universal access, apart from the 

parallel introduction of privatization, the 

current revision process should design an 

accessible but also affordable type of pack-

age (for the Health Insurance Fund - HIF15) or 

even several possible packages. The essential 

package of services should be accessible for 

all citizens (covering life-threatening cases 

or emergencies, but it should also include 

preventive check-ups, immunization, cover-

age of a portion of the positive drug list, and 

the treatment of a range of communicable 

diseases). It seems that there is a lack of suf-

ficient funds for a broader list of services, 

which the public expects to find included in 

the package. 

The process of changes and rationaliza-

tions in the co-payment policy, which con-

tributes to the financial sustainability of the 

basic benefits package, should be accom-

plished without endangering the accessibil-

15 HIF – Health Insurance Fund.



41Policy Priorities for Social Inclusion in Macedonia

ity to benefits by the vulnerable population 

groups. It seems that imposing a flat co-

payment rate per services and prescriptions 

and including a safety-net for the poor; or 

a lower co-payment rate for the poor, could 

be a proper solution for this type of social ex-

clusion. In such a case, people will no longer 

depend on the changing pricing of medica-

tion on the positive list of drugs, while the 

co-payment will be fairer, as it will not dis-

criminate against people who need more ex-

pensive drug therapies. 

The following proposals are concrete ex-

amples of the possible improvements to the 

co-payment policy, which can currently get 

the necessary support: 

Children between 1 and 5 years of age, 

and families, the income of which is less than 

60% of the average wage, should be exempt-

ed from co-payments. At the same time, chil-

dren between the ages of 6 and 18 should 

be exempted from co-payments for selected 

services only. However, care should be taken 

when evaluating a family’s social status relat-

ed to their income, because there currently 

seems to be insufficient evidence in the sys-

tem about family earnings, especially as far 

as the incomes of the self-employed and the 

contractors are concerned. 

The forthcoming Conditional Cash Trans-

fer Program, which is scheduled to be intro-

duced by the Government with the assistance 

of the World Bank, can considerably improve 

the proper use of healthcare services, espe-

cially among the vulnerable groups (subsidiz-

ing the regular preventive checkups of the 

children and the cancer screening programs 

among women). But this should be intro-

duced only as a complementary program to 

the social assistance scheme, which has been 

in existence for some time now. 

Employment 

In a co untry where there is a persistently high 

unemployment rate (36.3%16), the urgency to 

make the employment policy more responsive 

and effective is of a paramount importance. 

When considering employment priorities, 

one also has to take into account the other 

unfavorable labor market indicators, such 

as: the significant level of undeclared work, 

which according to some calculations repre-

sents an estimated 33–37% of the GDP (ETF, 

2006); the low-skilled labor force, as approxi-

mately two out of every five individuals have 

low qualifications (ISCED 0–2); the higher 

unemployment rates among vulnerable eth-

nic groups, such as the Roma population – 

78.5%17, the lower labor-market participa-

tion rates among women, especially those 

from less represented ethnic communities, 

such as Turks and Albanians, etc. Although 

the improvement of these unfavorable labor-

force indicators depends on a more coherent 

macro-economic policy, as well as on a keener 

economic growth rate, we nonetheless focus 

here on those employment policy priorities, 

which are dependent to a higher extent on 

the institutional, administrative, and legisla-

tive management of employment policies. 

Increasing the Scop e 
of the Formal Job Market

Although the grey or shadow market in Mace-

donia is not officially estimated, it is evident 

nonetheless that it is of a considerable size. 

Any dealing with the problem of the existing 

grey market, however, has a direct impact on 

the living conditions of mainly the most vul-

nerable groups and categories in society, such 

as those without sufficient education, the 

elderly, those on low wages, as well as the 

socially weak ethnic groups. In the absence 

16 In 2006, according to LFS, among the 15–64 year olds.
17 Data from the National Census in 2002.
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of a more vigorous economic growth rate, it 

is easy to understand why all governments 

in Macedonia have silently accepted the ex-

istence of the grey market so far, thus pre-

venting sizeable social unrests. However, this 

policy only proved to be a catalyst for greater 

social tensions and increased inequalities and 

uncertainties among the most vulnerable 

groups of the population. If the formalization 

of the grey market could be done by way of 

a consensus between all political parties, in-

cluding the participation of all stakeholders in 

the labor market, and if this could also indi-

cate that such a consensus marks a high and 

long-term priority for the country, then this 

strategy can contribute to more benefits than 

costs for both the state and the individual. 

The increased capacity of the state (or munici-

palities) to tax can increase the public budget, 

and hence create more opportunities either 

for new public jobs or for support to those, 

who are outside the labor market, through 

the social protection scheme. The individu-

als will also have increased security not only 

in the present condition, but also in terms of 

their future incomes, such as pensions, unem-

ployment insurance, etc. 

However, an effective strategy towards 

the formalization of the grey market should 

not forget three important elements or steps, 

namely: 

(1) to undertake a comprehensive study, such 

as once previously made, about the pre-

cise systematization of all categories of 

jobs offered on the grey market; to make 

a characteristics of the ‘formally unem-

ployed’ according to: their position in the 

labor market, their educational attain-

ment levels, their ethnicity, place of resi-

dence, etc.; 

(2) to implement an incremental approach 

towards registering the existing ‘grey’ 

businesses and jobs on the formal mar-

ket, envisaging phases necessary for the 

‘new’ labor market entrant to cope with 

the financial burdens involved, i.e. the 

real costs of the formal market. This can 

include: phased payments, loans at ‘state-

fixed’ rates, subsidized grants, etc.; 

(3) the regular ‘formal’ business that already 

exist, should not be left disadvantaged and 

‘stigmatized’, because such businesses are 

‘regular payers’, without any compensa-

tion whatsoever. In order to compliment 

their regular tax-payments, cost-benefit 

actions should be taken to ‘reward’ them 

in a way that will only be complementary 

to the overall strategy for the job market 

formalization. 

Another important aspect of increasing the 

scope of the formal job market includes the 

decentralization process, especially in local 

municipalities, where the less represented eth-

nic communities are actually the majority (i.e. 

Roma people in Shuto Orizari, Albanians in 

the local municipalities of Western Macedo-

nia, etc.). According to statistical information 

(the 2002 Census), the highest unemployment 

rates are observed among the Roma popula-

tion, amounting to 78.5%, followed by the 

Albanians with 61.2%. On the other hand, the 

participation of ethnic communities, as well as 

of low-skilled workers, in the informal econo-

my is quite high, which can be speculated to 

result from the limited employment opportu-

nities in the public administration in the past, 

as well as from the lack of trust among these 

communities in the public (employment and 

welfare) system. Therefore, if the legalization 

of businesses on the local level depends on 

the increased budgets of the local municipali-

ties (as provided for by law), then it might be 

expected that representatives of these ethnic 

communities might feel more attracted to the 

success of this strategy, since they might ben-

efit more from the local budget programs.
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A Universal Access to the Se rvices 
Offered By the Employment Agency

Although the Agency for Employment (EA), 

as well as the Centers for Employment on 

the municipal level, grant access to benefits 

and services for the unemployed on equal 

grounds, there still seems to be some institu-

tional bottleneck, which prevents some of the 

most vulnerable groups from making use of 

these services. 

For example, some of the problems associ-

ated with the access to unemployment bene-

fits arise from the need to prove ownership of 

land, required by the EA to determine whether 

the potential unemployment benefit recipients 

have arable land, which can be used for eco-

nomic purposes. This is required from those 

who are registered without any educational 

certificate. Since many of the unemployed 

(mainly Roma and Albanian) do not have 

settled property rights, they cannot fulfill this 

criterion and are prevented from fully availing 

of their social rights. Also, certain professions, 

such as farmers for instance, are not included 

in the unemployment insurance lists and thus 

cannot benefit from this arrangement. 

Finally, the redundant workers are not giv-

en access to unemployment benefits until the 

process of enterprise liquidation is completed. 

However, the Agency should assess whether 

the workers have paid contributions in the 

past and on that basis should allow them the 

eligibility to unemployment rights. 

Also, the current offer of training and re-

training courses through the Agency for Em-

ployment is focused only on those registered 

unemployed who have some basic education-

al qualification (at least at primary school lev-

el). However, according to the Annual Report 

of the Employment Agency (2006), 51.3% of 

the unemployed (out of the overall number 

of all registered unemployed) are without any 

qualification whatsoever (only a small per-

centage of them are semi-qualified). Also, the 

exact number of the unemployed who have 

not even completed primary school is unclear. 

This fact is important to know, as they seem 

to be excluded from any services offered by 

the employment and social agencies. 

It seems important that the Agency for 

Employment should try to locate all these 

problematic areas that prevent access to un-

employment services and that reduce the ef-

fectiveness and take up of the training cours-

es on offer. The criteria for registering the un-

employed, as well as the criteria for receiving 

unemployment services (not monetary ben-

efits), should not be connected so much with 

rights but rather to the actual needs of the 

unemployed persons. The inclusion of partic-

ular categories of laborers into the unemploy-

ment insurance scheme, such as farmers for 

instance, should also be taken into consider-

ation. There should be a clear desegregation 

between the unemployment services and the 

other rights stemming from the social security 

system (i.e. the ‘blue coupons’ for health in-

surance currently issued by the Agency for all 

the registered unemployed). This desegrega-

tion should lead towards a greater focus on 

the priority needs of the unemployed, turn-

ing the unemployment register into a relevant 

data base at the same time, rather than leav-

ing it in its current state of being merely a 

fictional list of people who do not really look 

for employment. 

A Systematic Assessment of t he Labor Market 
Needs for Skills and Professions

There is a lack of a reliable analysis regarding 

the skills needed on the labor market in the 

country. The labor market demand and the 

information about the actually needed occu-

pations are not part and parcel of the overall 

employment policy. The Government should 

support the opening of an independent insti-

tution for labor market analysis, which could 
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make ongoing and up-to-date assessments 

and could also offer forecasts for the needed 

professions and skills. This should also con-

tribute to the re-orientation of the educa-

tional curricula and programs at the second-

ary, vocational and tertiary educational level 

in Macedonia, as currently they do not offer 

courses, which are based on the current mar-

ket needs, either. 

An Effective Social Partners  Inclusion 
in the Employment Policy Elaboration

Notwithstanding the problems of trade 

unions and their re-organization (into smaller, 

sectoral and/or independent organizational 

units), still they should become more visible in 

the process of the country’s social policy mak-

ing. Currently, there is a lack of cooperation 

and – more importantly – of any acknowledg-

ment of many trade union initiatives, and this 

is a fact, which contributes to the creation of 

isolated social policies that lack support by its 

main beneficiaries. The Socio-Economic Coun-

cil, which functions as tri-partite body involv-

ing representatives of the Government, the 

trade unions and the employers’ association, 

should be made more functional and should 

be consulted in relation to all social policy ini-

tiatives and reforms. This Council should have 

a more visible and precise agenda, with more 

regular meetings, while their resolutions and 

proposals should be elaborated more public-

ly, and tabled either at Parliament in general, 

or before other parliamentary committees (or 

sub-groups, etc.). 

Having in mind the increased influence of 

the non-governmental sector in the provision 

of social services, a similar body should be 

created with representatives of both the NGO 

sector (working on different social policy do-

mains and originating from different geo-

graphical locations) and the governmental 

institutions (those from the Ministry of Labor 

and Social Policy, but also from the Centers of 

Social Work (CSW), the Employment Agency, 

the Health Protection Institute, etc.). 

Improved Coordination betwee n the 
Institutions Responsible for Administering 
the Employment Policy

Ineffective coordination among agencies and 

organizations working in the social welfare 

field must be strengthened in order to im-

prove not only the holistic approach to policy 

creation, but also to avoid duplications and 

the introduction of unnecessary criteria for 

social welfare benefit eligibility. The coor-

dination between the EA (the Employment 

Agency and its Centers for Employment), the 

CSW (Centers for Social Work), the revenue 

offices, and the cadastre (land registry) offices 

must be effected on a systematic level, so as 

to remedy the problems of requiring unneces-

sary (or duplicate) documents, assuring and 

improving at the same time the efficiency of 

delivering the services provided by these in-

stitutions. Such coordination would be ben-

eficial for the clients, while such inter-institu-

tional cooperation would reduce the time and 

costs spent on obtaining the needed service. 

Social Services and Benefits  

The system of social protection in Macedo-

nia offers services and benefits to individu-

als, families and groups of citizens when 

they are affected by particular social risk or 

social problems. Hence, the main group of 

beneficiaries of the social protection system 

include: the elderly, unemployed people and 

people on low incomes, disabled people, 

children without parents and parental care, 

children who have become victims of vio-

lence, children displaying anti-social behav-

ior, individuals in conflict with law, victims 

of family violence, substance abusers, dys-

functional families, as well as divorced par-

ents with children. Although the legislative 
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scope of eligible beneficiaries implies quite a 

universal access to such services, the recent 

trend towards an increased focus on means-

testing and conditionality restricts and makes 

the access to these benefits pre-conditioned 

on a variety of criteria. We believe that social 

services and benefits should not only serve 

as a safety net and be applauded on the 

merit of their efficiency and good targeting, 

but should also provide basic support, which 

will improve the inclusion of the vulnerable 

groups in society. In that respect, we pro-

pose a few priorities, which may improve the 

current functioning and supply of social ser-

vice and benefits. 

Increased Emphasis on a 

Need s-Based Assessment

Contrary to the current trend of rights-based 

and means-testing approach, the social wel-

fare system should also enable access to ser-

vices and benefits according to the applicant’s 

needs. The focus on needs might provide the 

desired level of out-reach to categories of 

people who may posses certain capacities or 

means and/or resources, but who nonethe-

less are deprived of access to services and 

benefits because of other reasons, such as: 

cultural factors, stigmatization, language bar-

riers, and remote location. The needs-based 

assessment should especially be emphasized 

in situations when negative trends such as 

high unemployment, irregular payment of 

salaries, insolvency of social insurance funds, 

as well as enterprise insolvency are of a long-

term nature. In this way, social services and 

benefits will provide greater access and can 

serve as a support mechanism for greater so-

cial inclusion of the vulnerable social groups, 

ensuring at the same time greater social co-

hesion among those living in regions of differ-

ent socio-economic development. 

Assessment and Evaluation of  the Impact 
of Conditional Transfers before Their 
Actual Implementation

The tendency towards introducing more rigid 

criteria regarding the access to social services 

and benefits should be based on an ex-ante 

systematic assessment. The implementation 

of conditional transfers should not only be 

determined by short-term economic goals, 

but should also involve an analysis of the po-

tential counter-effects both for the social pro-

tection system and for the individuals from a 

long-term point of view. Conditioning social 

assistance on the take-up of work, or condi-

tioning the social benefits on the beneficiary’s 

behavior (e.g. regular health check-ups, regu-

lar education attainment), might prove coun-

ter-effective, as more people might loose the 

only means of welfare support and might end 

up again in dire need of some other (prob-

ably more expensive) protection and/or social 

security transfer from the state. 

Decentralization of Social S ervices

Locally provided and locally funded social ser-

vices are more meaningful and have a greater 

effect both on the local community and the 

local municipality itself. The Government 

should reduce its influence (in terms of provi-

sion and maintenance) on the social services 

in municipalities, where resources are avail-

able and there is a capacity for the individual 

functioning of such services. Current activi-

ties focused on opening public kitchens by 

the Ministry of Labor and Social Policy might 

hinder other vital resources and actors in the 

local municipalities capable of sponsoring 

and sustaining precisely these local services. 

Therefore, it is of a vital importance for the 

Government to continue the decentralization 

of social services without interfering in and 

duplicating social service provision. 
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Increase and Improvement of  the 
Capacities for Delivering Social Services

The Centers of Social Work in their capac-

ity of local providers of social services should 

be equipped with more personnel, especially 

in local municipalities where the number of 

beneficiaries is higher. It is also very impor-

tant that every local municipality should em-

ploy social workers according to the size of 

its population, also taking into account other 

characteristics, such as linguistic and cultural 

traits, etc.). The Centers of Social Work should 

be adequately equipped to deal with both the 

administration of social transfers and the so-

cial service provision itself. At the same time, 

it is additionally imperative that they should 

focus on the training of the personnel en-

gaged in social service provision, which can 

enable them to maintain continuing contact 

with the novelties in their profession and get 

familiar with new methods and techniques 

of work. Finally, the promotion to the higher 

professional ranks should take into account 

their level of educational qualifications, which 
can serve as a better incentive for the social 
service staff to engage in training courses. 

Introduction of Standards f or 
Licensing and Accreditation

A well-developed and organized system of 
licensing and accreditation should be intro-
duced, to serve as a guarantee for higher qual-
ity and increased competences on the part of 
social service providers. This would be benefi-
cial not only for the public social services, but 
also for other non-governmental and private 
initiatives in the field of social welfare. This 
system should provide practice guidelines, 
which will prevent improvisations and ad-hoc 
decisions in social service delivery. The estab-
lishment of this system should be undertaken 
and administered by educational institutions 
in the social welfare field, as well as by as-
sociations of social workers, thus guarantee-
ing the impact of both science and practice 
in the establishment of quality standards and 

mechanisms of compliance and control. 
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Our Message in a Nutshell

The Reality of Socia l Exclusion in Romania 

Today, large parts of the Romanian people 
do not benefit from the country’s growing 
prosperity. They continue to live in poverty 
or close to poverty. Their income does not 
allow them to buy those consumer goods 
for themselves and their families, which for 
many of their luckier compatriots have be-
come the normal part of a modest standard 
of living. When they fall ill, they often receive 
neither adequate medical treatment, nor the 
medication they need. Many of them, espe-
cially when they grow old, suffer unnecessar-
ily from diseases that modern medical care 
would be able to cure or to mitigate. Many 
decay prematurely and die prematurely. Chil-
dren from poor families are very unlikely to 
get the education that would provide them 
with good chances on the labor market. Pov-
erty in Romania is hereditary. 

During the last decade of the communist 
regime, as well as during the first years af-
ter the revolution, the bulk of the population 
was poor, even though there were some cat-
egories of people who were faring especially 
badly off. Now, the country is experiencing a 
process of a growing social polarization, or in 
other words, many Romanians have become 
socially excluded. 

The Roots of the Problem Lie in: 
the Lack of “Decently” Remunerated Jobs 

Socially excluded are first of all those who do 

not have an income that would buy them and 

their families a standard of living in line with 

the national benchmark. The principal reason 

for insufficient income is that they do not find 

a sufficiently well-paying job on the labor 

market. Here, two factors come together: 

• The national labor market does not of-

fer “decently” paying jobs for all adult 

Romanians; 

• Many Romanians are ill prepared to quali-

fy for a “decently” paying job. 

This leads straightforward to the first pol-

icy conclusion: all young people must receive 
an education that qualifies them for “de-
cently” paying jobs. This is a very demanding 

policy task, and yet it is a feasible one. We will 

expand on it later on. 

However, in present-day Romania, a 

good education for everyone would not be 

sufficient to eliminate social exclusion, not 

even for the newcomers to the labor market. 

This is because the labor market does not 

offer (yet) a sufficient number of decently 

remunerable jobs, and the economy is not 

sufficiently developed yet to provide for this. 

The statement holds true even though there 

are increasing shortages of manpower in 

some economic branches and some regions 

of the country (most of all in cities such as 

Bucharest or Timisoara) and despite the fact 

that some companies have taken to hiring 

cheap foreign workers (the Chinese garment 

industry workers of Buzau for instance). For 

a policy aiming at social inclusion, the impli-

cations are twofold: 

• To promote and facilitate the emergence 

of additional decently paying jobs; 

• To provide for ways of bringing out of 
poverty those people who have no chance 
of earning an adequate income on the la-
bor market. 

The Need for Public Goods 

We will elaborate on both points. But before 

that it is important to focus attention on an 
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additional dimension of social exclusion, one 

that is of the utmost policy relevance. Even 

if we assume that full employment could be 

attained at a “decent” level of wages, there 

still would be essential elements of social in-

clusion, i.e. of acceptable life prospects for all 

citizens, which remain beyond the scope of 

the purchasing power that low incomes could 

possibly afford (something one witnesses in 

the affluent countries of the West as well). 

These essentials are: 

• good education, including university level 

degrees;

• state-of-the-art healthcare, if need be.

The two points define the central tasks 

of any policy of social inclusion, regardless 

of the actual situation observed on the labor 

market. A booming economy with high de-
mand for manpower is the main lever to lift 
the poor out of poverty and to connect them 
with the country’s mainstream consumption 
standards. But without a subsidized supply 
of good education and good healthcare ser-
vices, the low income groups would remain 
socially excluded. On the other hand, as long 

as full employment at “acceptable” wages 

is not yet in sight – as the case in Romania 

currently is – access to good education and 

healthcare makes almost all the difference 

between social exclusion and feasible social 

inclusion. It is the access to these two sectors 

that constitutes the backbone of any strategy 

of social inclusion. 

Cash Support for the Poor: Necessary, 
but Limited 

This is the backbone, but it is far from every-

thing. Two more considerations have to be 

taken into account. 

People do not only need healthcare and 

education. They also need food, shelter, 

clothing, energy for heating and cooking, 

and other things that belong to the minimum 

standard of living nowadays. An effective 

policy of social inclusion would have to make 

sure that every citizen could avail of that mini-

mum standard. If the individual or the family 

income is below the minimum, then the com-

munity must lend support – in the form of 

cash payments or by providing the necessary 

goods and services. This is what underlies the 

minimum-income guarantee, which is part 

and parcel of the Romanian welfare state. 

And yet it must be said right away that a 

minimum-income scheme, under the present 

economic conditions, cannot be the major 

vehicle of social inclusion. The reason why is 

that the gap between needs and realistically 

available resources is simply too big. Income 

support for the poor is a means to help pre-

vent outright misery, but by itself it is inca-

pable of making the difference between so-

cial exclusion and inclusion. Frankly speaking, 

the recipients of the minimum-income type of 

welfare support are truly socially excluded.

Special Attention for Special Cases 

There is a stratum of socially excluded people 

who suffer from much more than merely the 

lack of income. They have lost – often for very 

particular biographic reasons – the link with 

mainstream life, including its opportunities to 

earn an income. These people need special 

attention beyond good healthcare schemes, 

minimum income programs, and the like. 

They – and especially their children – must be 

actively helped to make use of the opportu-

nities, which a universalistic social inclusion 

policy of the type we advocate here might (or 

should!) supply. 

Having said this, we want to emphasize, 

however, that the problem of social exclusion 

in Romania is not primarily one of unlucky 

biographies (characterized by family break-

ups, drug addiction, illness, mental handi-

caps, and the like). The core of the problem 
is the lack of income opportunities combined 
with an insufficient supply of public goods. 
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And the paramount task of a policy designed 
to eradicate social exclusion in Romania is to 
ensure a truly universal and egalitarian sup-
ply of essential public goods or to make sure 
that all citizens have access to these essen-
tials by some other means. We will discuss 

these means below. 

Resources, Priorities and 
Political Determination 

For the time being, it is impossible to make 

sure that every Romanian family has a satis-

fying cash income. As already said, for this 

the economy is developed quite insufficient-

ly, and the state is too poor to make up for 

the lack of acceptable salaries. But the state 

should have the means to ensure high quality 

healthcare for every citizen and high quality 

education for every child and young person at 

the same time. 

• In part, this is a matter of public money 

and requires that public spending priori-

ties be changed; 

• In part, it is a matter of private money and 

requires schemes capable of tapping high-

er incomes more effectively; 

• In part, it is a matter of appropriate regu-

lations and their effective enforcement. 

The resource, which is most needed for 

all three aspects mentioned above, is political 

determination, based on: 

• the adoption of social inclusion as a prior-

ity goal of the government; 

• a clear vision as to the way to proceed in 

order to achieve the goal; 

• the courage to confront resistance (which 

any strategy of social inclusion will inevita-

bly encounter); 

• the endurance and political skill to over-

come such resistance. 

The ultimate answer to the question of why 
we witness large-scale social exclusion in Ro-
mania is: because the political determination to 

fight it is still lacking. This is not unique for Ro-

mania. We find similar situations in most of the 

post-communist countries throughout Europe. 

From an analyst’s point of view, one can explain 

very well why it is like that. But our paper ad-

vances the proposition that it does not have to 

be like that. Eliminating social exclusion under 

the current economic conditions is a demand-

ing program. But we maintain that it can be 
done within a relatively short period of time if 
politicians would like to see it happen.

Roughly outlined, our strategy proposal 

requires that: 

1. teachers’ salaries be raised significantly; 

2. teachers should be employed and con-

trolled by the central government, rather 

than the lower levels of local government; 

3. the obligation to attend school for at least 

ten years be enforced without exception; 

4. high-quality pre-schooling be offered free 

of charge to every Romanian child older 

than 4 years of age; 

5. private tutoring by teachers should lead to 

dismissal from school teaching positions; 

6. health insurance be mandatory for ev-

ery citizen (not just for the formally em-

ployed ones); 

7. mandatory health insurance should be 

paid for treatment by private providers 

(doctors, hospitals, pharmacies, laborato-

ries, etc.), based on contracts negotiated 

with them;

8. mandatory health insurance should cover 

all kinds of treatment necessary for effec-

tive healing, recovery, and prevention; 

9. health insurers should finance their ex-

penditures by contributions levied on the 

insured proportionately to their income; 

10. the government should subsidize the 

poorest citizens’ insurance fees; 

11. pressure should be exerted for all wages 

to rise along with the average productiv-

ity growth;
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12. public housing schemes should facilitate 

internal migration from low-growth to 

high-growth regions; 

13. social security be detached from the labor 

contract and made a universal citizens’ in-

surance (financed in part by contributions, 

in part out of the government budget, 

which would require higher taxes, prefer-

entially VAT and excise taxes). 

Talking About the Elimination 
of Social  Exclusion 

Social Inclusion Understood as a Standard 
of Living in Line with the Country’s 
Economic Capacities 

When talking about “social inclusion” and 

“social exclusion”, we focus on the material 

aspects of these concepts, i.e. an individual’s 

standard of living in comparison with that of 

his/ her compatriots. From this point of view, 

socially excluded are those who lack access to 

goods and services considered to be essential 

for a “decent” standard of living in accordance 

with the national mainstream. Our concept of 

social exclusion is slightly different from the 

concept of poverty. The latter refers to an in-

dividual’s or a household’s real income in com-

parison with the national average. In turn, the 

concept of social exclusion, in the way we use 

it here, makes a distinction between the vari-

ous elements of “real income”. We consider 

some of these elements as “essential”, others 

we do not. Those who enjoy the “essentials” 

are considered to be “socially included” even 

though they might be “poor” in terms of com-

parative real income. On the other hand, peo-

ple whose real income would not qualify them 

as “poor” might be socially excluded. 

This distinction between poverty and so-

cial exclusion is important for our policy rec-

ommendations. We do not see a feasible way 

of eradicating poverty in Romania within a 

few years. But we claim that adequate poli-

cies can nonetheless eliminate social exclu-

sion. In fact, our recommendations aim at 

social inclusion in the context of unavoidable 

wide-spread poverty. 

We are aware that there are other, non-

material, dimensions to social exclusion. We 

have neglected them here in order to focus 

on a political agenda that is highly relevant, 

even though it is certainly not comprehen-

sive. In other words, our policy objective of 

material social inclusion is limited, but it is im-

portant and – despite its limitations – quite 

demanding. Should it be achieved, this would 

bring about a tremendous success. On the 

other hand, the attempt to tackle all aspects 

of social exclusion in a comprehensive strat-

egy all at once could easily divert energy and 

resources from achievable priority goals, re-

placing them by an “eternal” agenda. 

The Need for Priorities 

Our proposal is about priorities. We say that 

governments should concentrate their efforts 

on a few policy fields which, under the given 

circumstances, could yield the highest value 

added in terms of social inclusion. Our selec-

tion of priorities is based on an assessment of 

what cannot be achieved in the foreseeable 

future, however desirable it may appear to 

be. It is unrealistic to expect – from a short-

range point of view – that all working-age 

adults would earn an income that could al-

low them to buy all those essential goods 

and services on the market, which eventually 

make the difference between social exclusion 

and inclusion. 

In addition, the Romanian state will be 

unable to supplement low incomes with suf-

ficient public money to overcome the existing 

large-scale social exclusion. 

To fight social exclusion in earnest implies 

to concentrate on what can be done and 

achieved, in order to produces significant ef-
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fects. Policy priorities should not only be se-

lected, but they must be pursued with deter-

mination as well, coupled with a commitment 

to bring about a definite success, which goes 

beyond the effort to merely outline an area of 

attention. We approach the pursuit of social 
inclusion as a battle to be won, not as an eter-
nal construction site. 

Proactive Policies and Policies Targeted 
at Excluded Groups 

Policies against social exclusion can aim at 

generating a situation, which leaves nobody 

excluded. We might call them proactive poli-

cies. And they can target those who are so-

cially excluded, trying to get them out of the 

situation of social exclusion. Proactive policies 

are much more important in the endeavor 

to arrive at a socially inclusive society. If suc-

cessful, they do away once and for all with 

large parts of social exclusion situations. By 

eliminating important mechanisms of social 

exclusion, they prevent the problems from re-

emerging on a continuous basis. Thus, they 

will obliterate, or at least reduce, the need for 

targeted policies. 

However, the present reality in Roma-

nia is characterized by the existence of size-

able groups of socially excluded people who 

are beyond the reach of proactive universal 

policies. A strategy of social inclusion that 

deserves such a name cannot possibly ne-

glect them. It must devise ways and means 

that help underprivileged people to become 

included (or re-included). These ways and 

means will have to be rather specific, i.e. re-

lated to the particular situation, in which the 

target group finds itself at present. Address-

ing only the mechanisms that have plunged it 

into this situation will prove insufficient.

 

Education 

Why education is a priority  for social inclusion 
Access to good education for all children and 

youngsters, including those from poor fami-

lies, from remote rural areas, and of Roma 

origin, must be a priority for any strategy of 

social inclusion meant to be implemented in 

Romania. Good education is: 

• A key to a decent income: Education is the 

key to a person’s chances of earning a de-

cent income in the market. Disregarding 

individual exceptions, it is the only way to 

overcome a child’s disadvantages of hav-

ing been given birth in a poor/ excluded 

family. A society that has a highly unequal 

distribution of income and wealth has to 

emphasize even more on the equality of 

chances that comes with universal access 

to good education; 

• It is economically feasible: Good educa-

tion for all is perfectly feasible even for 

very poor countries. There is no eco-

nomic reason whatsoever, which would 

make it unattainable. It is more a matter 

of political will; 

• Education in Romania is currently in de-
cay: From the communist past the country 

has inherited a universalistic, socially in-

clusive educational system – as deficient 

and biased as it was. Nowadays, however, 

increasingly larger parts of the young gen-

eration can no longer take good educa-

tion for granted. It takes a decisive politi-

cal effort to turn (once again) the notion 

of universal good education into a reality; 

• Education is the key to economic devel-
opment: Education is not only the key to 

a young individual’s life chances. It is also 

the key to the national economic develop-

ment. Universal access to good education 

yields a double dividend: it reduces social 

exclusion and increases national prosperity.



54 Social Inclusion in South-East Europe – National and Regional Policy Priorities for a Social Europe

Six Basic Requirements 
A state committed to securing universal good 

education must: 

1. make access to all schools providing edu-

cation up to the level of high school or to 

a secondary education degree physically 

available throughout the country; 

2. make sure that no school offers education 

below a certain quality standard; 

3. make sure that all children from the age 

of 6 to the age of 16 attend school on a 

mandatory basis; 

4. make sure that the learning disadvan-

tages that originate from certain family 

backgrounds are eliminated as much as 

possible, or in other words, that all chil-

dren and youngsters have equal chances 

at school in line with their biological en-

dowments; 

5. make sure that everybody with good 

school grades can advance to higher edu-

cation, independent of family income or 

background; 

6. make sure that high-standard university 

education is available to all those who 

qualify for enrollment on the basis of 

their intellectual capacity and scholastic 

aptitude. 

Ensuring Physical Access 

Well-equipped and sufficiently well-staffed 

schools must be available throughout the 

country, so that all children and youngsters, 

wherever they live, can attend them. Where ef-

ficiency considerations stipulate the concentra-

tion of schooling in a limited number of towns 

and villages, adequate transport facilities must 

be made available to those children who live 

too far away from such school centers. 

Ensuring Quality: the Importance 
of Central Control and Competitive Salaries 

Ensuring high quality of teaching throughout 

the country requires: 

• good teachers; 

• good didactics and 

• good curricula. 

Providing good teachers requires first of 

all, that capable individuals be attracted to 

the teaching profession. This also requires 

that teachers get a good training in their pro-

fession and that they are then obliged to pass 

high-standard exams before obtaining per-

mission to teach. Finally it requires that the 

accredited teachers be made available to all 
schools throughout the country. 

Three things are crucial for the universal 

availability of good teaching personnel: 

• competitive salaries and other profession-

al incentives; 

• centralized control of teachers’ training, 

accreditation and an ongoing perfor-

mance monitoring; 

• centralized assignment of teachers to the 

schools throughout the country. 

Teachers should be employed by the 
state, not by the local authorities. In countries 

characterized by a large gap between urban 

and rural living conditions, and between the 

revenues of rich and poor municipalities or 

counties, these conditions cannot be met, if 

town-hall or county administrations act in the 

capacity of teacher employers. The teaching 

personnel must be employed by the central 

government or at least by a larger regional 

authority with control over a good mix of ur-

ban and rural territories and with sufficient 

revenues to pay adequate salaries. 

Furthermore, the ultimate choice of a 
school cannot be left to the individual teacher. 
A mandatory assignment procedure is need-

ed, similar to the one in a country’s diplomatic 

or military services. This does not necessarily 

have to exclude the option of the geographic 

preferences of senior teachers being taken 

into consideration as far as possible. Western 

countries such as France, Germany, Austria or 
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Belgium have preserved their rights to assign 

teachers to places where they are needed. 

The needs of the national educational system 

must take precedence. This is an elementary 

function of a modern state and has nothing 

to do with a relapse into old authoritarian 

patterns. The wide-spread resistance against 

such a re-assertion of state rights points to 

a general weakness of post-communist Ro-

mania, where the state has become rather a 

powerless agent of the public interest – which 

has a lot to do with the fact that the state has 

been “hijacked” to some extent by the politi-

cal elites to serve their own private interests. 

A good education for every child implies 

that teachers should dedicate their energy 
entirely and only to public teaching (for 

which they have to get an adequately pay) 

and is not reserved for those pupils, the par-

ents of whom pay privately to the teacher. 

This wide-spread practice must be uncondi-

tionally outlawed. Teachers who do it should 

be dismissed from the public school service. 

The same should apply to blunter forms of 

corruption (good grades for money). Cor-

ruption control at schools would require a 

special centralized state agency that reports 

directly to the minister of education and the 

prime minister (who consider that public ed-

ucation is a top national priority, at least as 

important as the NATO summit or the East-

West motorway). 

As far as didactics and curricula are con-

cerned, these, too, must be subject to stan-

dards that are issued and ensured by a cen-

tral school authority, which is also in charge 

with the monitoring of their ongoing compli-

ance. From the point of view of human-capi-

tal formation and less from the point of view 

of social inclusion, it is highly desirable that 

mandatory curricula emphasize on the intel-

lectual/ mental capabilities of schoolchildren, 

such as independent thinking, problem-solv-

ing, and initiative. 

Ensuring Universal Attendance of School: 
Enforcement, if Necessary 

If education is to be a mechanism of social inclu-

sion, not exclusion, it cannot simply be an offer. 

It has to be a “must” for all children and young-

sters. This implies that the choice between 

school attendance or not cannot be left to the 

parents, who, for whatever good or not so 

good reasons, might opt for not sending their 

kids to school. Children’s rights to be prepared 

well for their adult life are to be valued higher 

than parents’ rights to have different opinions. 

Here again, the rights of the state as the “agent 

of public interest” should take precedence. 

In enforcing the obligation to attend 

school, positive persuasion is to be preferred 

(e.g. through free meals at school), but coer-

cion must be applied as “ultima ratio” wher-

ever persuasion fails. 

Needless to say, if school attendance up 

to the tenth grade is a universal obligation, it 

must be financially affordable to the poor as 

well. This implies that books and other expen-

sive school materials should be made avail-

able to the children from poor families for 

free. This, too, has been a constant common 

practice in West European countries. 

Neutralizing Milieu Disadvantages: 
Universal Pre-schooling 

It is well known that children who are not 

challenged intellectually at home from an ear-

ly age on do significantly worse at school than 

others. They will not have the same chances 

later in life as their peers from more educa-

tion-friendly backgrounds. A policy of social 

inclusion should neutralize this disadvantage 

as much as possible: 

• by providing pre-schooling throughout 

the country, including the rural areas, and 

• by having children attend school all day 

long, not just on half-a-day basis, combin-

ing lessons with supervised individual and 

group work. 
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The countries that score best in the fa-

mous PISA study do just that. 

Free Education Versus Tuition Tees Plus
Subsidies for the Poor 

The requirements concerning a socially inclu-

sive policy of education are relatively straight-

forward. They do not leave much room for 

strategic choices. But with regard to two is-

sues, different options do exist. One of them 

refers to the issue of free education vs. tuition 

fees plus subsidies for the poor. 

While there is overwhelming support for 

the idea that primary education should be a 

public good, made available for free to all the 

children from the corresponding age bracket, 

things are different with regard to: 

• high-schools (secondary schools); 

• universities (higher schools); 

• pre-schooling facilities (kindergartens).

All these can be offered for free to all 

children or youngsters from the correspond-

ing age bracket. Or else, fees can be charged, 

while those, who are considered too poor to 

pay them, shall receive subsidies of one sort 

or another that enable them to attend such 

educational establishments. 

The option of treating education on all 

the three levels mentioned above as a “pub-

lic good”, which is to be offered universally 

free of charge, has a clear advantage as far 

as social inclusion is concerned. Universal 

free access signals a civic right that leaves 

no room for discrimination between those 

who can pay and those who cannot. But 

non-discrimination hinges on the condition 

that the quality of public education is not in-

ferior to that offered by private education. 

Meeting this criterion might require a con-

siderable financial and organizational effort 

on the part of the state. Therefore, the fees-

cum-subsidies option has the advantage of 

making the required resources for a univer-

sally good education on all three levels more 

easily available. It has the disadvantage that 

it requires a potentially cumbersome means-

testing process. 

The fees-plus-subsidies approach can be 

applied to a system of exclusively or over-

whelmingly public education. In this case, the 

simplest way of subsidizing the poor is to ex-

empt them from the obligation to pay fees. 

The approach can also be applied to private 

education. Subsidies to the poor must then 

take the form of vouchers that buy them such 

private services. 

Government-enforced 
vs. Market-enforced Quality Standards 

The simplest way of ensuring universal good 

quality education seems as follows: the gov-

ernment as the agency responsible for the 

common good sets the respective standards. 

But this requires a functioning and impartial 

government that attributes a high priority to 

education. Another way to enforce high stan-

dards is to use the market mechanism. You 

need a (non-governmental) rating agency, 

which publishes its findings, plus the provi-

sion for a free choice of schools. The poor 

performers would then be punished by the 

clients who abandon them. They could, in 

addition, be punished by the state, which is 

entitled to reduce the salary premiums for the 

managers and the teaching staff of the poorly 

performing educational establishments. 

The rating approach to ensuring high 

standards might work most easily for uni-

versities. On the other educational levels, it 

can work if there is a sufficient private sup-

ply of educational services that can accom-

modate the clients who abandon the poor 

performers. This is probably quite unrealis-

tic for the country-side. Of course, such an 

approach could only be compatible with a 

socially inclusive education, if the poor are 

given vouchers to attend the highly rated 

educational establishments. 
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Most Important: Top Priority for Education 
A socially inclusive educational system is not 

to be had cheaply, because: 

• teachers have to be paid relatively well; 

• schools have to be equipped well; 

• pre-schooling facilities have to be set up 

and staffed throughout the country; 

• all-day schools require more (well-paid) 

teachers than half-a-day schools; 

• even if extensive use is made of tuition 

fees, subsidies to the poor will still have to 

be publicly funded. 

But in spite of all this, neither Romania’s 

still rather low per-capita income, nor the lim-

ited capacity of the Romanian state to collect 

taxes, is a valid excuse for the absence of a 

socially inclusive education. Financing such an 

educational system is not a matter of avail-

ability of resources, but of the priorities of 

resource allocation. In fact, the key to a so-

cially inclusive educational system is the prior-

ity given to it by the political decision-making 

institutions. Should politics assign this prior-

ity, the result would be as good as assured. 

All the technical issues that can and must be 

raised with regard to the structure of the edu-

cational system and the modes of paying for 

it are just that: technical issues. 

Healthcare 

Why Healthcare Is a Priority  for Social Inclusion 

Access to adequate healthcare for all citi-

zens, rich and poor, city and country folks, is 

a priority for any strategy of social inclusion 

in Romania, and there are three reasons that 

underlie this priority: 

Human rights: From a legally normative 

point of view, nobody should be denied the 

possibilities, which state-of-the-art medicine 

can provide to fend off illness and to restore 

health in case of illness. Access to state-of-

the-art healthcare simply should not depend 

on a person’s income or wealth. It should be 

considered a human right. 

Economic feasibility: The human right to 

adequate healthcare can be secured within 

a relatively short period of time even at the 

current very low levels of national per-capita 

income, should the right policy decisions be 

duly taken. 

Healthcare has been neglected in Roma-
nia: Significant parts of the Romanian popu-

lation are denied access to adequate health-

care, because the necessary political decisions 

have not been made thus far. 

Public Versus Private Supply of Healthcare 

Conceptually, the simplest way to provide 

healthcare to all citizens is to set up a well 

managed public service, endowed with suf-

ficient resources, so that would be capable of 

having its functionaries abide by the health-

care service rules. 

An entirely different and conceptually 

more complex way is to leave healthcare 

provision to private initiative and the mar-

ket, while making sure at the same time that 

those with low income are not pushed into 

a “low-end” segment of the health market, 

where the protection offered is inadequate. 

But how can the poor (the term is being used 

here to denote all low-income citizens, inde-

pendently of a particular definition of what 

constitutes poverty) be put in a position to 

buy adequate healthcare in a private mar-

ket? In one way or another, their demand in 

this market must be subsidized. 

The Healthcare and Insurance Markets 

But before we consider the options of subsidiz-

ing the healthcare demand of the poor, atten-

tion must be focused on a complication that is 

especially valid with respect to the healthcare 

market. The need for healthcare is highly un-

even, unpredictable, and at times well beyond 

“ordinary” people’s financial means. There-



58 Social Inclusion in South-East Europe – National and Regional Policy Priorities for a Social Europe

fore, it requires an insurance that protects the 

individual against the risk of high healthcare 

bills. People then do not directly buy health-

care, they rather buy insurance coverage. And 

it is insurance coverage that has to be made 

socially inclusive, if we want to pursue the op-

tion of a private healthcare market. To achieve 

this, there are two basic options. 

Linking Healthcare Delivery and Insurance: 
Public and Private Options 

The public options: The state maintains well-

equipped and well-staffed clinics and hospi-

tals throughout the country. All citizens have 

access to these public healthcare facilities – 

either for free or against a modest fee (from 

which the poorest strata of the population 

can be exempt). The public healthcare facili-

ties can be financed two ways: 

• out of the central government budget (sim-

ilar to the situation in the United Kingdom) 

• by contributions that are mandatory for 

all citizens (defined as a percentage of 

income, with exemptions for the poorest 

strata of the population). 

Private Option A: Private Delivery, Flat-rate 
Insurance, State Subsidies: 

1. Healthcare is provided by private doctors 

(family doctors as well as specialists), clin-

ics, laboratories, hospitals and pharma-

cies, which all compete for clients;

2. All citizens are obliged to buy a health in-

surance by law; 

3. Law makes it incumbent for all health in-

surers (in case there are more than one 

– see the discussions below) to cover all 

“serious” health risks, i.e. paying for all 

treatments necessary to restore health in 

case of illness; 

4. Law forbids insurers to select good risks, 

i.e. to exclude people with a relatively high 

likelihood of needing expensive medical 

treatment. Law also forbids insurers to 

charge high-risk clients with higher fees. 

Insurers will then charge each client the 

average per capita healthcare costs plus a 

mark-up for the organizational costs and 

the profit of the insurance company; 

5. Out of its government budget, the state 

subsidizes the health insurance of those 

citizens who can prove that their income 

is far too low. 

Private Option B: Private Delivery, Income-re-
lated Insurance Fees: 

Law sets up the same legal framework as 

for private option A. But in addition it stipu-

lates insurance fees related to income, so 

that nobody is excluded for lack of purchas-

ing power. This implies that the richer citizens 

should pay higher than average fees, while 

the poorer ones would pay lower than aver-

age fees. Such a legal provision precludes the 

danger that the rich may not buy such an in-

surance cover, because they will be under the 

legal obligation to do so. 

Of course, there are other criteria to be met 

for the establishment of a viable healthcare sys-

tem, stipulating other distinctions with regard 

to policy options. We have considered two of 

them, namely cost efficiency and health-care 

supply for the country-side, in the course of 

the discussions on our three basic options. 

The Advantages in Favor of the Public Option 
are that it is Simple and Straightforward 

1. Public healthcare supply corresponds to 

the existing reality in Romania. No all-out 

restructuring would be needed; 

2. It is socially inclusive by design, because 

access does not depend on purchasing 

power. No complicated subsidy scheme is 

needed to grant access to the poor; 

3. Public healthcare supply is not out for profit 

and seems best suited to keep doctor costs 

under control, because doctors are public 

employees and accordingly are paid as such. 
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The disadvantages of the Public Option: 
the Syndrome of the Inefficient State 

In Romania, much like the situation observed 

in other post-communist countries, public 

healthcare supply has come to display serious 

deficits with regard to quality, scope and reli-

ability of delivery, as well as with regard to cost 

efficiency. Too little money is made available to 

the points of delivery, mostly clinics and hospi-

tals. The practitioners within the public health-

care system do not apply the rules and tend to 

make delivery dependent on illegal additional 

payments, so that poor patients are “filtered 

out” even from that deficient public health-

care service that has currently survived. 

All this could be mended, if public admin-

istration could be made to function properly. 

After all, public healthcare has functioned 

reasonably well under communist rule and it 

is functioning reasonably well in the UK. But 

there are serious doubts that the post-commu-

nist Romanian state will acquire the capacity (a) 

to ensure the necessary allocation of resources 

to public healthcare, and (b) to reduce signifi-

cantly the endemic corruption within the sys-

tem any time soon. These doubts mainly refer: 

• to the lack of pressure on the political 

elite, the obligation of which is to make 

a sustained effort at enforcing efficiency 

against the considerable resistance from 

within the system, as well as the lack of 

political rewards for doing so; 

• to the difficulty of raising significantly 

public revenues, thus making more funds 

available for higher doctor and nurse sala-

ries, for better equipment, and for a more 

comprehensive coverage of patients’ 

medication needs; 

• to the immanent – not Romania-specific 

– difficulty of ensuring efficiency and con-

trolling waste in a bureaucracy with its lack 

of client power and the numerous hidden 

agendas of the agents operating therein. 

Private Option A Ensures Efficiency for all, 
Public Subsidies Include the Poor Into the System 

Market-driven supply enjoys a big advantage 

in comparison with public supply, whereby the 

clients have the chance to enforce efficiency 

and quality by patronizing the advantageous 

suppliers and pushing the others out of busi-

ness. However, in a healthcare market, the 

pressure of competition must not be taken for 

granted. Still, there is a potential for it – should 

the market be given an adequate framework – 

and it can be predominantly utilized, if each of 

the following conditions shall apply: 

• Patients can choose between competing 

doctors, hospitals, laboratories, etc.; 

• Patients can choose between competing 

insurances; 

• Control bodies are under the obligation to 

check on behalf of patients whether doc-

tors’ prescriptions with regard to treat-

ment and tests are conducive to genuine 

health rehabilitation or have been pre-

scribed to the purpose of merely increas-

ing turnover; 

• On behalf of patients, insurers are entitled 

to negotiate prices with doctors, hospi-

tals, laboratories, etc. 

But even if there is only one (public or 

semi-public) national insurance cover, private 

suppliers look for business, tending to over-

supply rather than undersupply. 

As far as social inclusion is concerned, the 

provisions of private option A have the advan-

tage of keeping the market and the subsidies 

for the low-income groups separate. Health 

insurers are not involved in the difficult job of 

testing incomes and sufficiency of means for 

living. Everybody’s insurance fees are directly 

related to average health-care costs. Social sol-

idarity is taken care of by the system that has 

been explicitly designed for financing public 

expenditure on public goods and the respec-

tive fund redistribution – i.e. the tax system.
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But Private Option A Also Requires Major
Restructuring, as It Holds the Risk of an
Explosion of Costs and a Drain on
Public Funds as Well 

Setting up a universal private-supply based 

healthcare system with a flat-rate insurance 

fee and subsidies for the poor requires a pro-

found restructuring. Three tasks have to be 

accomplished simultaneously, so that the 

new system could start and replace the old 

public one. The tasks are: 

• to turn public clinics and hospitals into 

self-sustaining enterprises (without neces-

sarily selling them to private investors); 

• to set up a mandatory universal insurance 

system; 

• to provide for subsidies to the poor (and, 

if politically desired, for dependent family 

members). 

Altogether, this is not an easy target for 

the weak Romanian state! 

Private healthcare can easily become 

quite expensive, if there is no adequate con-

trol mechanism put in place to the purpose. 

Since insured patients have no incentive to 

economize, this job is left to the insurer(s), 

who might tend to be passive and pass on 

the prices charged by well-organized doc-

tors and other suppliers on to their clients. 

For insurers to be cost-sensitive, competition 

for clients would be the strongest incentive. 

But it requires public supervision to keep up 

adequate coverage, preventing cut-backs. 

A non-competing national health insurance 

that acts like a patients’ cooperative vis-a-vis 

hospitals, doctors, pharmacies, etc. could also 

control costs – if its managers can be induced 

to make the effort to do so. 

Altogether, a Private System Tends to 
Oversupply, Neglecting Costs, Whereas 
a Public System Tends to Undersupply 
Without Necessarily Economizing 

The flat-rate-cum-subsidy provision of pri-

vate option A might cause an excessive drain 

on public expenditure in countries where 

large parts of the population cannot pay for 

a flat-rate insurance fee and, therefore, need 

to be subsidized. Even if alternative solutions 

ultimately do not cost less to the people, the 

limited tax-raising and tax-collection capac-

ity of the South-East European state has to 

be taken into account. Of course, this dan-

ger becomes the more serious the less cost 

control actually succeeds, as discussed in the 

preceding paragraphs. 

Private Option B is as Efficient as Option A, 
but Uses Less Tax Money 

In comparison with a public system, the same 

considerations mentioned above in connec-

tion with private option A apply here as well. 

But how does private option B compare with 

private option A? 

Income-related mandatory insurance fees 

incorporate the indispensable subsidizing of 

the low-income groups into the healthcare 

system. That frees the tax-system from pay-

ing potentially huge transfers into the health-

care system. 

The Disadvantage of Private Option B: 
Control is Difficult 

It is difficult, though probably not impossible, 

to have mandatory income-related insurance 

fees and competing private insurers, which 

would constitute a major device to press for 

efficiency. In any case, much regulation would 

be required to force private insurers to apply 

low fees to poor clients and to accept and ad-

mit poor clients altogether. The danger is that 

without flat rates, competing private insurers 

recreate a two-tier system, with some special-
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ization in the upper end of the market (with 

high prices and good healthcare), whereas 

other patents are kept in the lower end of the 

market (with low prices and poor healthcare).

Three Options to Supply the Countryside 
with Adequate Health Care? 

The Public Option: It Is the Easiest, if We Had 
a Functioning State 

The public option would theoretically have 

least problems to accomplish this, if: 

• the government were to set up a suf-

ficient number of clinics and hospitals in 

the country-side, combined with mobile 

service stations and transport aids, such 

as can be found in other countries with a 

low density of population; 

• the government – to start with – were ca-

pable of freeing the existing system from 

its serious deficiencies. 

The second “if” brings us back to the fun-

damental doubts about the public option that 

have been laid down above. 

The Private Options: Mandatory Insurance 
Creates a Market in the Countryside as Well. 

The private options have to rely on incen-

tives for private suppliers to set up business 

in the country-side. Since the private insurers 

pay competitive fees to the suppliers, there 

are business opportunities for practitioners to 

go to the country-side. This is the more so, if 

health-care markets in urban areas are highly 

contested (oversupplied) and the business op-

portunities for individual suppliers become in-

creasing less advantageous accordingly. 

A hybrid option would rely basically on 
private market solutions, but would supple-
ment them either with: 
• public subsidies for doctors in the country-

side, or 

• public transport services for patients, or 

• both. 

A Tentative Recommendation: 
Private Delivery, Income-related Insurance Fees 

None of the options point to a straightforward 

success. The political odds are not directly fa-

vorable for having any of them functioning 

well. But the alternative to all of these options 

(perhaps the “realistic” option) is continued 

social exclusion, meaning that poor people 

on the average will be less healthy, will have 

more physical and mental handicaps, and will 

live less long accordingly. 

On weighing the advantages and disad-

vantages discussed above, private option B 

might be the best bet. The likely price to be 

paid would be to renounce competition on 

the insurance market. The ensuing loss of ef-

ficiency could perhaps be offset in part, if the 

insurance is set up as a patients’ cooperative, 

with top managers being elected by patients 

and with an ombudsman who explores effi-

ciency reservoirs and reports to the patients. 

Without a Major Effort: Good Healthcare 
Will Only Be Accessible for Those Who Can Pay 

The privatization of the public health sys-

tem, as it has been suggested here, is so far 

from the present-day reality in Romania that 

it might appear genuinely utopian. The actual 

Romanian reality, on the other hand, is one of 

a large-scale exclusion, poor or no service for 

the poor whatsoever, topped with an all-per-

vasive corruption. Mending these deficiencies 

requires something close to a fundamental re-

design of the state apparatus and the entire 

political process that determines the control 

over this apparatus. Probably this is a much 

more all-encompassing effort and hence – a 

much more “utopian” prospect than the 

mere replacement of the existing healthcare 

system by a completely new one. Incremen-

tal improvements of the existing system are 

an illusion, should its foundations – the way 

in which Romania’s political system actually 

functions – remain untouched. Whichever 
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way, a socially inclusive healthcare system is 

not something any Minister of Public Health 

can do. It is something that would require the 

central attention of the Prime Minister and the 

political force (the party or coalition of parties) 

that has brought him or her into office. 

Promoting Employment 

Why Promoting Employ ment is a Priority for 
Social Inclusion 

Gainful employment is the basic mecha-
nism of social inclusion. It provides the most 

important source of income for the “ordi-

nary” people. 

Key to pensions: The way, in which the 

pension systems normally functions, gainful 

employment during most of the working life 

is the only way to acquire entitlements to old-

age pensions (unless individuals save on their 

own for the time when they can no longer 

earn a living).

Tax base: Unless the state concentrates 

on taxing consumption (VAT, excise taxes), its 

ability to finance public policies, including ed-

ucation and subsidies for the poor, depends 

to a considerable extent on the volume of 

salaries it can tax.

Still the major deficit in Romania: As a 

consequence of the almost unavoidable re-

structuring of the former socialist economy 

(the structure of which was determined to a 

great extent by the former Ceausescu-style 

market-defying voluntarism), many hundreds 

of thousands jobs have vanished in Romania. 

The emerging capitalist market economy has 

so far created comparatively few decently re-

munerated replacements. In the first ten years 

after the revolution (after a futile attempt to 

keep old structures alive), economic develop-

ment has been determined by the close-down 

of numerous existing production facilities, 

which were no longer competitive in the new 

market environment. When new investment 

gained momentum (after 1999), speeding up 

output growth, they set up production facili-

ties with a much lower ratio of national work 

input per output unit than it was the case in 

the relatively unproductive socialist econo-

my. Thus, the rhythm of job creation stayed 

well behind the rhythm of job cuts. With the 

formal labor market remaining far from ab-

sorbing the workforce, many people took to 

unproductive subsistence farming and “infor-

mal”, largely precarious, forms of selling their 

work services to carve out a niche for survival. 

These “reservoirs” of unproductive rural and 

informal urban labor are part and parcel of 

the social exclusion syndrome in Romania. 

Lately, Romania has come to face an in-

creasing shortage of manpower – highly 

skilled and not so skilled. This is predominantly 

caused by labor migration abroad, which, in 

turn, is a response to the job shortage at home, 

as well as to the huge wage gap between do-

mestic and foreign labor markets. At the same 

time, formal employment remains very low in-

deed and precarious forms of work, such as 

subsistence agriculture, continue to abound. 

Part of the problem here is that people do not 

move readily from low-employment to high-

employment regions or localities.

The Central Task: Incorporate More 
Persons into the “Formal” Labor Market. 

Our proposals are based on the premise that 

decently paying employment for all will not be 

available for a long time to come in most of 

South Eastern Europe. Still, everything possible 

must be done to strengthen the employment 

pillar of social inclusion. This implies that poli-

cies related to the labor market must concen-

trate on the creation of formal employment 

and not on the protection of the employed. 

Employment creation is a task confront-

ing public policy throughout South Eastern 

Europe, precisely because the dynamic de-
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velopment of markets alone will most likely 

prove incapable of providing for an adequate 

solution for a long time to come. 

There are 3 strategic directions for public 

policy to help employment. 

1. Create new jobs; 
2. Increase employability; 
3. Reduce barriers to entry into the formal 

labor market. 

Creating New Jobs: Well-designed Public
Work Schemes 

As economies grow, demand for labor will 

grow, too. But 

• as new jobs appear, old ones still con-

tinue to disappear, reducing the net 

increase in employment; 

• economic growth tends to be capital-

intensive, requiring relatively little ad-

ditional work input per unit of addi-

tional output. 

Therefore, there is a case for the state to 

speed up employment growth by setting up 

relatively labor-intensive public work schemes. 

In addition to providing jobs for the unem-

ployed or precariously employed individuals, 

public work schemes carry two other benefits: 

• Employment creation can be targeted 

at the disadvantaged groups of the la-

bor market (e.g. low-skilled workers, 

people in depressed regions, etc); 

• Public works, if well designed, im-

prove the country’s infrastructure, fa-

cilitating future economic growth and/

or increasing the quality of life for the 

citizens (e.g. improved road access to 

remote places). 

But, of course, public works cost public 

money. Moreover, the additional benefits ma-
terialize only if the schemes are well designed 
– something that requires a highly competent 
state bureaucracy. 

Creating New Jobs: Facilitating Part-time and 
Other Non-conventional Types of Employment 

Part-time employment lets more individuals 

participate in a given manufacturing or ser-

vice task. Therefore, labor market regulation 

should facilitate and/or stimulate it, at least 

voluntary part-time work in particular. 

Creating New Good Jobs – 
Crowding Out Bad Jobs 

While wages increase rapidly in some seg-

ments of the Romanian labor market, be-

cause employers compete for skilled person-

nel, in other segments wage increases remain 

way behind average productivity increases. 

This applies in particular, but not only, to ser-

vices where productivity cannot easily rise in a 

physical sense, such as, for instance, in teach-

ing, health care, public administration, or do-

mestic services. Wages remain low there 

• because abundant labor supply keeps 

them low, or 

• because labor is not aggressively demand-

ing pay rises, or 

• because the public employer faces budget 

constraints. 

At present, economic experts worry that 

wages are growing too fast, boosting demand 

beyond the country’s capacity to expand pro-

duction, thus creating inflationary pressure at 

home and driving the trade balance into defi-

cit. On the surface, these worries do not seem 

entirely unjustified. But here the country finds 

itself in something of a social polarization trap. 

In a socially inclusive Romania, there should be 

no room for precarious, extremely low-paying 

jobs. They would have to disappear. But the 

way to make them disappear is to dry out their 

labor supply. Only if labor is scarce enough, will 

bad job offers remain vacant. Employers will 

then be forced to improve their offers or get 

out of business. The unavoidable consequence 

will be that many of these services, which have 
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little room for productivity increases (teaching, 

hair-cutting, nursing, house-cleaning, etc.), 

will become more expensive. This means infla-

tion, but inflation of this kind is the way for the 

economy to shed the bad jobs off and to adopt 

a more socially inclusive structure. A policy aim-

ing at social inclusion must accept and even 

promote this type of inflation. The unavoidable 

consequence of wage increases in line with the 

overall productivity increase will also be that 

some production lines will no longer be inter-

nationally competitive (e.g. garment-making). 

This, too, will be positive, if it goes along with 

– and actually is caused by – the expansion of 

better-paying jobs. 

The absorption of extremely low-wage 

labor into the modern, relatively high-wage 

sector of the economy, underlies the transi-

tion from a socially exclusive to a socially in-

clusive economy, and this is precisely what 

necessarily goes hand in hand with macro-

economic disequilibria. Economic policy that 
is overly concerned with maintaining equilib-
rium risks conserving the structure of social 
exclusion, i.e. the labor abundance that is at 

the roots of exploitation, low pay and poor 

working conditions. Productivity increases are 

always concentrated in some sectors of the 

economy. The others must be allowed to get 

under a twofold pressure: to raise prices and 

to shrink (and in many cases: to disappear). 

Making People More Employable by 
Improving Their Skills 

Public policy can facilitate formal, decently 

paying employment by: 

• ensuring that every child and adolescent 

gets a good education (see the chapter on 

education); 

• adjusting school curricula, to the possi-

ble extent, to the demands of the labor 

market; 

• setting up appropriate schemes for pro-

fessional education, accessible to all; 

• setting up schemes for life-long learning, 

i.e. meant for recurrent skill upgrading 

and retraining. 

Increasing the skill level of the population is a 
no-regret policy, even though it cannot make 

up for the lack of jobs entirely on its own. 

• The corresponding schemes create jobs 

by themselves because they employ both 

teachers and trainers; 

• An important result will be that the coun-

try becomes more attractive for investors; 

• Universal good education is by itself an im-

portant means of reducing social exclusion. 

Making Available Jobs More Accessible: 
Offering Affordable Housing in “Boom towns” 

The prolonged co-existence of labor scarci-

ty in booming regions (mostly larger cities) 

with abundant labor supply in depressed 

regions is due in part to the high living 

costs in the booming regions that restrict 

internal migration. An appropriate policy 

response would be to supply affordable 

housing in the regions/ towns where man-

power has become scarce. At the moment, 

this does not seem to be a likely priority 

for the hard-pressed public budgets. But in 

the longer run it might be worthwhile to 

devise ways of pooling private and public 

resources to the purpose of low-cost hous-

ing construction. 

In addition, an adequately staffed inter-
regional labor office can be set up to guide 

job-seekers in the province into the available 

jobs elsewhere (like Germany has done in 

Eastern Turkey in the 1960s, when the Ger-

man industry was desperately looking for for-

eign workers). 

Increasing the Supply of Formal Jobs: 
Enhancing Employment Flexibility 
(the Concept of “Flexicurity”) 

Employers hesitate to hire additional per-

sonnel, if they anticipate serious difficulties 
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with laying it off later on, when it could no lon-

ger be needed. Job protection can, thus, turn 

into an obstacle to employment creation. Em-

ployers tend to resort to all kinds of informal 

solutions (legal, half-legal, and illegal) in order 

to avoid the anticipated costs of formal down-

sizing. They prefer flexible work contracts. 

Workers prefer contracts that provide job 

security, mostly in a context of job scarcity, 

where decently remunerated work is a cer-

tain privilege and where losing it carries the 

prospect of outright poverty. The notion of 

social inclusion implies the basic security of 

“remaining included”. 

Labor market policy can aim to combine 

the flexibility employers appreciate with the 

security workers aspire for. This implies that 

labor market regulation focuses on income 

security rather than job security: while the 

employer has the flexibility to lay-off excess 

work force without much difficulty, the laid-

off workers have the security of maintaining 

their income level. This is the essence of the 

concept of “flexicurity”. 

How to get “flexicurity” in the context of 

labor abundance? 

• By keeping people employable, training 

and retraining them in accordance with 

the needs of the labor market; 

• By facilitating the transfer of labor from 

shrinking enterprises, sectors, and regions 

to expanding enterprises, sectors and re-

gions (see the sections above); 

• By setting a relatively high ratio of the 

unemployment benefit level and the last 

wage before redundancy, at least for a 

few months. 

The key to working “flexicurity” is a high 

chance of relatively rapid re-employment of 

people laid-off, which might require a prefer-

ential treatment for those, who have recently 

been laid-off, in comparison with other un-

employed workers. The benefit from such a 

scheme will be a higher rate of employment 

altogether, as companies are more willing to 

hire personnel in conditions of uncertainty. 

Increasing the Supply of Formal Jobs: 

Reducing Taxes on Work, Financing 

Social Security Differently 

Other things being equal, employers will pro-

vide more formal jobs, if the costs per for-

mal working day or hour are relatively low in 

comparison with the costs of informal work. 

This condition would be improved by an ar-

rangement, which eliminates the social se-

curity contributions paid by employers and 

employees, replacing them by state contribu-

tions. It would imply a rise of taxes to finance 

the additional government expenditure. On 

the average, people will not be left with more 

disposable income. The transition would have 

to be compensated for by a wage increase 

more or less equivalent to the former “social 

taxes”. Thus, work would not immediately 

become cheaper. But the effect could still be 

(a) that the changing needs for funding 

social security would no longer affect the cost 

of labor; 

(b) that not only formally employed indi-

viduals would pay for social security, but basi-

cally all citizens will. 

However, the advantage of de-linking so-

cial security and labor costs comes at a price. 

The link between contributions and benefits 

would also become totally blurred, erasing any 

sense of earned ownership on the side of the 

beneficiaries. Moreover, budget constraints 

might convey a tendency towards benefit cuts, 

which could undermine social inclusion. A 

compromise could consist of a combination of: 

• benefits directly financed out of the gov-

ernment budget, and 

• benefits financed by contributions levied 

on all citizens, rather than just on the de-

pendently employed ones. 
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Candidates for the first type would be all 

kinds of flat-rate transfers, i.e. transfers that 

are not related to the beneficiary contribu-

tions, such as a guaranteed minimum income, 

including a minimum old-age pension. 

Candidates for the second type would be: 

• top-up pensions; 

• contributions to the mandatory health in-

surance, which must not be allowed to fall 

below the true costs of good healthcare 

(see the chapter on healthcare above). 

Unemployment benefits, which accord-

ing to the notion and principle of “flexicurity” 

discussed above should be close to the last 

wage, could stay in the domain of employee/

employer contributions, so that the link be-

tween risk and coverage remains clear. But 

they could also pass into the responsibility of 

the central government, since the replace-

ment ratio would be fixed by law. 

Social Services 

Special Social Contingencie s Remain and
Require Special Care. 

The pillars of an economically feasible social 

inclusion strategy for Romania discussed at 

length above actually take care of the most 

serious consequences of insufficient in-

come, as well as – to some extent – of the 

major cause of insufficient income. But so-

cial exclusion is not only a consequence of 

the lack of income that could be mended 

by a public-goods provision approach. Of-

ten it takes particular (and especially harsh) 

forms that cannot be only mended by access 

to good healthcare and good education on 

their own, but also require special case-spe-

cific attention. 

Three such personal emergencies stand out 

as particularly frequent and serious, namely: 

• children in distress, without any family 

help whatsoever; 

• drug addiction; 

• extreme poverty, lack of personal in-

come coinciding with lack of whatever 

family support. 

There are other types of emergencies orig-

inating from family problems, health prob-

lems and lack of money. It is unnecessary to 

identify them because we recommend social 

service structures that are orientated and sus-

ceptible to all kinds of personal needs. What 

is important is to emphasize that such needs 

do require attention and that mending these 

problems must be part and parcel of any 

strategy of social inclusion. 

But it is also important to stress that a 

socially inclusive education and a similar 

healthcare system would considerably reduce 

the number of cases that need special social 

service attention. An appropriate strategy of 

social inclusion could turn such cases into a 

residual category. 

General Institutions to Identify Needs – 
Specific Institutions to Attend to Them 

Abandoned children need a different type 

of care than an old woman without a family 

who is unable to do her shopping, or a family 

left without any income because the mother 

is mentally ill, and the father has disappeared. 

It is not our purpose to offer satisfactory an-

swers to all the various issues that arise in 

connection with the variety of social problem 

cases. But we propose an institutional set-up, 

which can be entrusted with specific powers 

to lend due attention. This set-up should ob-

serve the following principles: 

• a common institution in the capacity of 

a first stop for all kinds of social ills and 

problems, as a general “relay station” 

from which “clients” are channeled to 

the appropriate providers of specific as-

sistance; 

• an institution entrusted with the obliga-

tion for an active search for problem cas-
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es, carried out by a staff of well-trained 

social workers; 

• decentralization of social service de-

livery, centralized funding (in order to 

overcome the budget constraints of 

poor communities). 

Make Use of Private Commitment but
Maintain Public Control 

Care for disadvantaged people is one of the 

most important fields of private charity of 

all kinds. Much of this charity is organized 

by non-profit organizations and is based on 

volunteer work. A poor government should 

make use of this potential. It adds to the fi-

nance, the organizational capacity, and the 

professional expertise available to the social 

services. There is a variety of ways to combine 

such private and public initiatives. 

• Government funds and private non-profit 

deliverers of social service, leaving the or-

ganizational set-up to the latter; 

• The government buys the services of pri-

vate deliverers, incorporating them into the 

public “master plan” of social assistance; 

• The government leaves the field largely to 

private charity and confines itself to filling 

the gaps left by private social services. 

There is not a single way, which we recom-

mend as the most appropriate. But we stress 

upon the necessity that government should 
set and enforce the standards of good service 
delivery. This does not exclude the possibility 

for government agencies themselves to be 

able to learn from experienced non-govern-

ment deliverers. This would require an ap-

propriate set-up for the transfer of experience 

and continuous improvement. However, the 

ultimate responsibility for all those in need 

receiving adequate relief (the very essence of 

social inclusion) remains with the state. 

Making up for Insufficient Income: 
Guaranteed Minimum Income Schemes, 
Extended Public Goods Approaches 
or Case-by-case Social Assistance? 

At the beginning of this policy paper, we jus-

tified the concentration on essential “public 

goods” (education, health-care, etc.) by the 

huge discrepancy between needs and re-

sources. We based our strategy proposal on 

the premise that the Romanian state cannot 

raise enough public money in order to in-

crease everybody’s incomes with public top-

up transfers to a level that permits a “decent” 

standard of living. In other words, we think 

that guaranteed minimum income schemes, 

which would lift everybody out of poverty, 

are utterly unrealistic. 

On the other hand, we cannot deny that 

the central problem of social exclusion is often 

the lack of cash to buy essentials (food, shel-

ter) – even if health is taken care of. A strategy 

of social inclusion cannot neglect this dimen-

sion. There are three basic ways to deal with it 

under the present conditions in Romania: 

• A very low level of the guaranteed mini-

mum income (in line with public finances); 

• Subsidized housing and food for the needy; 

• Cash assistance in selected cases, if all 

other means fail. 

A Very low level of the Guaranteed Minimum 
Income: Much Money for Little Inclusion

The main advantage of a guaranteed mini-

mum income is its universality and applicabil-

ity to all kinds of problem causes. But it has 

two serious disadvantages:

• Means-testing requires high administra-

tive costs and easily becomes a source of 

distortions;

• In Romania, where poverty is still wide-

spread, a universal entitlement uses up 

much public finance. If the individual en-

titlement is reduced to the size the state 

can afford, it might become too little to 
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make any real impact. Large-scale social 

exclusion might remain, even though 

many poor get a little bit more money.

Subsidized Housing and Food for the Needy: Yes, 
if Housing and Food Should be Major Problems 

Providing everybody with good healthcare 

and securing a good education for every 

single child is essential, because these two 

items are of supreme importance for the life 

chances of any individual. Housing, food and 

maybe other items for consumption (trans-

port, for instance) can also be considered to 

be essentials. But whether they should be-

come the target of a priority-oriented strategy 

of social inclusion depends on a proper needs 

assessment. If housing is a major problem 

for the poor, a well-targeted subsidized pub-

lic housing scheme can make a difference. If 

housing is not the main worry (as it is in the 

country-side), public money should rather be 

allocated elsewhere. (See also the section on 

subcultures of social exclusion below). The 

same applies to food – be it in the form of 

public canteens or the US-style food stamps. 

Subsidized supply of anything, which is 

not meant to become a universal entitlement, 

requires the respective means-testing, where-

by the above mentioned disadvantages apply. 

This should also be taken into consideration 

when decisions are made on the implementa-

tion of such schemes. 

Cash Assistance in Selected Cases: 
Probably a Better Option Than 
Guaranteed Income Schemes 

Many people can prove that their money in-

come falls below the poverty threshold. But 

not all of them are equally miserable. Some 

may live in a household together with oth-

ers who also earn an income. Some may have 

income in kind (farmers). Some may be sup-

ported by their kin. Some may have unde-

clared income sources. 

But there are also such individuals who 

have none of these and who do live in misery, 

maybe near to starvation and are really de-

pendent on begging. These people may need 

care, advice, and love. But they also need 

money. And a strategy of social inclusion has 

to provide that money. 

The first problem is: how to discern those 

who are the most in need from all the rest. The 

best approach might be the social-worker ap-

proach, which was advocated above for the 

need for social assistance in general. The next 

problem is: how to provide the money without 

opening the door to large-scale abuse, precisely 

because the entitlements are not universal and 

discretion is a central feature of this approach. 

Voluntary charity initiatives (preferentially orga-

nized in networks) that cooperate with the pub-

lic social workers might be part of the solution. 

Special Attention to Emerging 
Subcultures of Social Exclusion 

The profile of social exclusion in Romania is 

not only shaped by generalized deficiencies 

(the target of proactive universal policies) and 

individual biographic contingencies (the tar-

get of specific social services). It is increasingly 

being shaped by the emergence of self-rein-

forcing subcultures of poverty and exclusion. 

Slums are their most visible embodiments. 

These subcultures need manifold social-ser-

vices attention. But two policy directions are 

of particular importance. One refers to hous-

ing as a central aspect of the emergence of 

slums, whereas the other one refers to the 

target group of “children”, who should be 

rescued by all means from the subculture of 

exclusion, from which adult people might 

prove incapable of escaping any more.

Affordable Housing and Affordable Utilities… 

…are key to the suppression of slums – in both 

a proactive and curative way. Conceptually, 

means-tested subsidies to the poor in the form 
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of vouchers for the payment of rentals and util-

ities bills are the easiest way to provide these. 

This can become a rather expensive solution, if 

the real estate market continues to be left un-

checked and entirely to the mercy of the forces 

of (speculative) private demand and supply. 

Public supply can be the better solution. To this 

purpose, the authorities must secure for them-

selves land-plots at reasonable prices, as they 

should do anyway for the sake of urban plan-

ning in the fast growing agglomeration zones. 

If needed, laws would have to be changed to 

permit expropriation at controlled prices – as it 

is normal done in many Western democracies. 

With control of land, the authorities can 

develop low-cost housing for poverty-strick-

en target groups, perhaps making use of the 

beneficiaries’ own work input (examples exist 

in both “third-world” and developed coun-

tries). These low-cost public houses can be 

supplied with subsidized utility services. They 

can be kept so modest that their tenants 

would have the incentive to move to better 

quarters, once they can financially afford it. 

Still, means-testing is probably unavoidable. 

Among other things, it would allow to vary 

rents in accordance with the tenants’ income. 

Rescuing children from their parents’ 
subculture… 

…remains a priority task for any policy of social 

inclusion. Once they exist, these subcultures 

will most likely prove rather resilient vis-a-vis 

policy attempts at dissolving them and re-in-

tegrating their adult members into the main-

stream of society. If children are left entirely 

under the influence of their families, they will 

run a high risk of remaining socially excluded 

for the rest of their life. Confronted with the 

choice between the friendly permissiveness ac-

corded to slum dwellers and authoritative in-

terference, the state should give priority to the 

rights and life chances of endangered children. 

A universal supply of good education with 

full-day schools and pre-school attendance will 

go a long way in detaching slum children from 

their negative home milieu. But offers are fre-

quently insufficient. Special social-worker atten-

dance will be needed to induce and help parents 

or guardians to make use of such offers. As a last 

resort, school and pre-school attendance should 

be enforced – for the sake of the children. 

Priorities Within the Strategy, 
Priority for  the Strategy 

Any concrete policy package to fight social 

exclusion will be beset by countless problems. 

Many of them only become visible when we 

go into the details. Compromises between 

conflicting goals will be unavoidable. Many 

decisions will turn out to be mistaken and in 

need of correction. 

But all this must not obscure the view of 

the direction to be taken. The top priorities 

we have proposed remain the top priorities 

even if on other fronts of the battle against 

social exclusion things do not prove to be 

quite so clear. 

To repeat once again: social exclusion in 

Romania will only be overcome within a rela-

tively short period of time, if politics should 

attribute a high priority to this objective, sub-

ordinating other policy objectives to it. This 

implies that the necessary resources are made 

available and that the necessary steps are, in 

fact, taken. Some of the steps must be bold 

steps that are out of tune with the current 

post-communist culture of public permissive-

ness. Laws must be changed if necessary. 

Without courageous political leadership ready 

to go beyond comfortable political “realism”, 

social inclusion – even in the limited meaning 

of universal access to “essentials” – will not be 

achieved in Romania. It will turn into an eter-

nal agenda, the subject of countless programs, 

countless conferences and countless studies, 

benefiting the experts rather than the poor. 
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Part 2: Conference Con tributions 

Policy Prior   ities of Social Inclusion 
in Bulgar   ia

Totyu Mladenov 

(1) Bulgaria does not stand apart, nor is it iso-

lated, from the common European efforts to set 

up a working social model. It is true that each 

country has a model of its own and its own poli-

cies, but this is only natural as conditions in the 

different countries vary. Despite this fact, how-

ever, countries could start looking for their com-

mon problems and common challenges. 

(2) Bulgaria’s participation in the European 

process for social protection and social inclu-

sion greatly contributed to the establishment 

of our national social model. Especially posi-

tive is the effect played by the participation 

of the country in the European Open Method 

for coordination in the area of social protec-

tion and social inclusion, which encourages 

the exchange of good practices among the 

member states in connection with the shared 

responsibilities on the national, regional, and 

local levels, and the exchange of such good 

practices among the administrations and the 

rest of the stakeholders. This is the way in 

which the pursuit of the common European 

goals has been encouraged as well. 

(3) Here we should mention the contribu-

tion of the European principles and models to 

the Bulgarian social policy at large. It is no secret 

that the efforts to establish a sustainable and ef-

fective system for social protection and social in-

clusion were one of the most serious challenges 

Bulgaria had to face. Besides, we must admit 

that the Bulgarian social model is still in a pro-

cess of improvement in order to fully harmonize 

it with the achievements of the European legis-

lation (aquis communauter), and the European 

policies and social practices as well. 

(4) One of the most significant develop-

ments in the social policies of Bulgaria over the 

last few years was the launch of the process of 

establishing an integrated social inclusion policy. 

(5) Social inclusion is a relatively new 

concept in Bulgaria’s social policy. Gradually, 

from a merely theoretical concept for Bulgar-

ian policy, the social inclusion concept turned 

into real politics with well established instru-

ments for its implementation. Nonetheless, 

each of these instruments must be improved. 

And this is the commitment Bulgaria has un-

dertaken in its National Social Inclusion Ac-

tion Plan for 2008–2010. 

(6) Bulgaria is a country facing a number of 

challenges in the area of social inclusion and 

poverty eradication. There is no single policy 

sector where additional measures need not be 

applied. In most general terms, the current pic-

ture in Bulgaria, as far as poverty and social ex-
clusion are concerned, indicates that the pover-

ty levels among the population groups excluded 

from the labor market are higher than the over-

all poverty level for the country as a whole. This 

trend is most prominently expressed among 

children, the elderly, and the unemployed. 

(7) It should mentioned that in cases where 

a combination of various risk factors is observed, 

such as unemployment, children in the family, 

low educational level, etc., the situation in terms 

of poverty and social exclusion risks is even more 

disturbing. In this respect, we have to cope with 

challenges in other directions as well, such as 

the inclusion of the Roma population and the 

people with disabilities, as the latter are still fac-

ing the limitations of the environment, which 

is inaccessible for them. Unfortunately, the dif-

ference in the poverty levels between the two 

genders has also been retained. 

(8) The issue of poverty and social exclu-

sion acquired an especially sensitive dimension 

within the context of the ongoing global finan-

cial and economic crisis. The manifestations of 

the crisis are quite visible now: we see job cuts 
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and an increasing unemployment level, coupled 

with a deteriorating quality of labor, etc. In con-

ditions such as these, it is the most vulnerable 

strata of the population that pay the highest so-

cial cost. The crisis has further exacerbated the 

question about: “Which are the measures that 

could have the most tangible effect on curbing 

the spread of poverty, its rising levels, and the 

social exclusion this crisis generates?” 

(9) All this indicates that public policies 

should adopt a special approach to the espe-

cially vulnerable groups in Bulgarian society that 

could help us overcome their social exclusion in 

a durable way, thus putting an end to the phe-

nomenon of inherited poverty from one gener-

ation to the next. Among these groups, special 

attention should be focused on the problems 

experienced by individuals, the age of whom 

does not permit them to work, such as chil-

dren and elderly people. Other people needing 

attention are the families with children, single 

parents, and families with three and more chil-

dren. Another such group is that of the able-

bodied but economically inactive people who 

live in remote settlements far from the actual 

labor market, among whom there are young 

people, people who have been out of employ-

ment for a long period of time, people living 

on social benefits and welfare support, people 

without education or a low educational level 

and no qualification whatsoever, people with 

obsolete knowledge and skills. Other such 

people also are: the illiterate or semi-literate 

people, the Roma population, the people with 

disabilities. Here we should include women as 

well, who are either unemployed or else are 

too old to work altogether. 

(10) These precisely are the groups, which 

our social policy measures target in the current 

National Social Inclusion Action Plan, and it is fo-

cused on the following priority political measures: 

• Curbing the extent of poverty transfer and 

lowering the extent of social exclusion 

from one generation to the next, the 

emphasis being laid on child poverty and 

social exclusion; 

• Active inclusion policy measures for all 

people living in remote settlements far 

from the actual labor market; 

• Equal opportunities for the most 

vulnerable social groups; 

• Better management of the social inclusion 

policies. 

(11) Despite the fact that Bulgaria has pe-

riodically been endorsing three years’ action 

plans for social inclusion and has set to achieve 

the respective political and quantitative targets, 

what the country lacks is a long-term social in-

clusion strategy. In order to guarantee a higher 

degree of effectiveness and more sustain-

able results from pursuing these policies, the 

measures involved should be of a longer-term 

horizon in terms of planning, implementation 

and respective impact. It is in this way only 

that sustainability of the policy priorities can be 

achieved, along with the respective continuity 

of the implemented measures. 

(12) This is the reason why this year – 2010, 

which is the European year of combating pov-

erty and social exclusion, is exceedingly impor-

tant for us, because we shall be able to hold a 

broad debate with all stakeholders, to elaborate 

and endorse a long-term national strategy on all 

issues concerning social inclusion, which will in-

evitably encompass poverty eradication as well. 

(13) Speaking about a broad debate we 

mean, of course, not only the newly estab-

lished National Council on the issues of social 

inclusion, but also the debate on all possible 

levels: national, regional, and municipal, in-

volving all key stakeholders, such as the social 

partners, NGOs, and many others. 

Additional Information 

1. Priority political objectives and areas of 
activities within the framework of the 2008–
2010 National Social Inclusion Action Plan: 
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• Curbing the transfer of poverty and so-
cial exclusion between generations (with 
emphasis on child poverty and social ex-
clusion). The more critical areas identified 

here are: investments in early child devel-

opment, responsible parenthood, early 

school enrollment; school drop-outs, mul-

tilateral and targeted support for the most 

vulnerable families, simultaneous handling 

of family and professional life, childcare re-

form, which should also involve means for 

the deinstitutionalization of social services, 

intended both for children and families, as 

well as child poverty monitoring; 

• Active inclusion of people who live re-
motely, i.e. at a distance from the labor 
market. The more critical areas, where ac-

tion should be taken are: ensuring oppor-

tunities for youth employment, activation 

of illiterate people and people without ed-

ucation and/or any professional training, 

people depending on social support and 

welfare payments, activation of inactive 

and discouraged people, ensuring an ad-

equate minimum of pay for them, retain-

ing at the same time the proper incentives 

for them to seek employment, provision 

of social services to people who at a dis-

tance from the labor market, etc; 

• Equal opportunities for the most vulnerable 
people in Bulgarian society. The special fo-

cus here is on people with disabilities (e.g. 

the vulnerable situation of children and 

adults with mental disturbances, people liv-

ing in specialized institutions, the education 

of children with such disabilities, accessibil-

ity, employment, and the social economy 

providing various services, welfare support, 

social services, and home care, prevention 

of impairments and proper rehabilitation, 

etc.). The Roma population is another fo-

cus (e.g. deepening of the multilateral ap-

proach, activation, integrated education 

and services, better living conditions, etc.), 

as well as the emphasis on equal opportu-

nities for men and women; 

• Better management of the social inclusion 
policies. The major directions here are: de-

velopment of a long-term social inclusion 

strategy, establishment of consultative 

bodies on the issues concerning social in-

clusion, structuring the cooperation activi-

ties in the area of social inclusion on the 

local and regional levels, improvement of 

the administrative capacity and the capac-

ity of the civil society representatives, by 

training and preparing them to participate 

in the entire cycle of social inclusion policy 

management, etc. 

2. Quantitative targets as of 2010 for 
the monitoring of the implementation of the 
2008–2010 National Social Inclusion Action 
Plan (2007 taken as a base year): 
1) Maintaining a poverty level for the country 

as a whole, which does not exceed 15%; 

2) Reducing the poverty risk among children 

up to 15%; 

3) Reducing the poverty risk among house-

holds with three children by at least 10 

percentage points; 

4) A 20% average increase of personal 

household income; 

5) A 20% increase of the personal income of 

households raising at least one child; 

6) Drop-outs from pre-high-school educa-

tion who are still under the mandatory 

school-going age – 2%; 

7) Level of early drop-outs from school – 

15 %; 

8) Net coefficient of enrollment in elemen-

tary school – 100%; 

9) Net coefficient of enrollment in pre-school 

education (crèches and kindergartens) – 

100%; 

10) A twofold increase of the number of chil-

dren with special educational needs who 

have been integrated in general-purpose 

and vocational schools; 
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11) A 30% increase of the number of Roma 

schoolchildren who have been taken out 

of segregated schools; 

12) A 15%decrease of the number of children 

provided with social services at specialized 

institutions; 

13) A twofold increase of the number of chil-

dren in risk raised by foster care families; 

14) A 50% increase of the number of social 

services offered in the community; 

15) A 65% overall employment rate (in the 

15–64 age bracket); 

16) A 60% overall women’s employment rate 

(in the 15–64 age bracket); 

17) A 27% overall youth employment rate (in 

the 15–24 age bracket); 

18) A 5.5% overall unemployment rate (in the 

15+ age bracket); 

19) A 12% overall youth unemployment rate 

(in the 15–24 age bracket); 

20) A 3.5% rate of the long-term unemployed 

(in the 15–64 age bracket); 

21) A 2 percentage points decrease of the share 

of people with permanent disabilities out of 

the total number of the unemployed; 

22) A 10.5% share of the children living in 

households of unemployed; 

23) An 8% share of the people living in house-

holds of unemployed; 

24) A 20% decrease of the number of people 

who depend on monthly social welfare 

support; 

25) A 17% share of social protection costs in 

terms of the country’s GDP. 

3. The European Open Method of Coor-
dination in the area of Social Protection and 
Social Inclusion 
• The major instrument through which the 

European process for social protection and 

social inclusion is carried out is the Euro-

pean Open Method of Coordination in the 

area of Social Protection and Social Inclu-

sion. The method provides the framework 

for accomplishing political coordination, 

which does not necessitate any mandatory 

legislation on the European level, i.e. this 

method is governed by no legal limitations 

whatsoever. In this way, the member states 

agree to identify and encourage the most 

effective policies in the area of social pro-

tection and social inclusion; 

• The open model of coordination in the 

area of social protection and social inclu-

sion is decentralized, flexible, and includes 

the following principal elements: 

° Common objectives, which are set on 

a high level, so that they could under-

lie the entire process;

° Common indicators, which show how 

progress towards the common objec-

tives should be measured;

° National strategic reports on social pro-

tection and social inclusion, in which the 

member states have planned their poli-

cies for a certain period of time in to or-

der to achieve the common objectives; 

° A joint assessment of the strategic 

reports by the European Commission 

and the member states. 

(4) The previous practice of individual re-

porting on the various directions of the Open 

Method of Coordination was replaced in 

2006. Since then, the member states have the 

obligation to submit a National Strategic Re-

port every two years, which encompasses all 

mandatory directions: social inclusion, pen-

sions, healthcare, and long-term care. The 

member states have submitted such common 

reports only twice thus far: a 2006–2008 re-

port, and another 2008–2010 report. Bulgar-

ia has also submitted these two reports. 

(5) These strategic reports consist of four 

major parts: I. General Review; II. National So-

cial Inclusion Action Plan; III. National Pension 

Strategy; IV. National Healthcare and Long-

term Care Strategy. 
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Social Inclusion in Bosnia and 
Herzegovina – Is I t on the 
Government Agenda? 

Aleksandar Dr aganiè 

Bosnia and Herzegovina – a Complex 
Administrativ e Structure With 
Sound Economic Growth 

In general terms, being "excluded" is under-

stood as being left outside the mainstream of 

society and denied access to the social, eco-

nomic and political rights afforded to others. 

Social inclusion not only draws on economic 

and social rights but is also related to all en-

titlements relevant to enlarging the choices 

of individuals to live a decent and meaning-

ful life. The social fracture, which accompa-

nied the 1992–1995 conflict in Bosnia and 

Herzegovina, was cemented during its af-

termath and remains a central issue with a 

huge impact on social exclusion within BiH. 

During the1992–1995 war, human loss and 

material destruction were enormous. Direct 

material and economic damage has been es-

timated to stand at US$50-60 billion, wiping 

out most of the country’s production capac-

ity.18 Indirect damage, such as the destruction 

of governmental and management systems, 

interruption of scientific and technological 

development, and the drain of the qualified 

labor force and experts, are practically im-

measurable, although that was a process that 

also took place on a huNowadays, Bosnia and 

Herzegovina is a complex state made up of 

two entities, the Federation of Bosnia and 

Herzegovina (FB&H) and the Republic of Srp-

ska (RS), and the Brcko district as special ter-

ritorial unit within the country. With its area 

of 51,209 sq.km., and a population of 3,8 

million, B&H is one of the smallest countries 

in the region. The administrative set-up of the 

country is very complex, whereby many poli-

cies related to social inclusion are hard to im-

plement due precisely to this complexity. The 

Republic of Srpska is a centralized entity with 

63 local government units and the Federation 

of B&H is decentralized entity with 10 can-

tons and 80 local government units. Cantons 

are not another level of local government but 

rather political and territorial units with pro-

nounced state-like features. 

Bosnia and Herzegovina is a country that 

has registered a “strong economic growth” 

rate over the last ten years, as stated in the 

documents of the International Monetary 

Fund and the World Bank. The country’s 

GDP has more than quadrupled, exports of 

goods have increased by 20% on average 

over the past eight years.19 The estimated per 

capita GDP amounted to 5633 KM in 2007 

(USD 3940), or USD 7700, if the measure-

ment is based on the purchasing power parity 

(PPP). The fact that the level of poverty has 

not changed throughout this entire period 

should be considered as lack of sound social 

policies.20 The main concern is now connect-

ed with the visible and growing inequality 

among the country’s population, which can 

be seen in the growth of the Gini coefficient 

from 0,26 to 0,41.21 

Ethnicity – a Major Reason for 
Social Exclusion 

The cou ntry is highly divided, not only admin-

istratively, but also on ethnical and religious 

ground. Prior to the 1990’s (prior to the 1992–

1995 war), almost every municipality enjoyed 

the majority of one ethnic group as dominant 

18 National Human Development Report 2007, Social inclusion 
in Bosnia and Herzegovina, UNDP.

19 The World Bank, 2008
20 Household expenditure survey – data on the poverty level in 
2001, 2004, and 2007 (B&H Agency for Statistics).
21 Based on the Living in B&H Survey and general statistics.
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on the specific territory (the so called “leop-

ard skin pattern”22). The territorial split, which 

occurred during the war, corresponded to the 

separation of “minorities” from “majorities”, 

with few exceptions. The war that ended in 

1995 institutionalized these ethnic differ-

ences by a new administrative organization 

of the country, providing the Serbian majority 

with the Republic of Srpska, and the Croatian 

and Bosnyak majorities respectively – with a 

few cantons within the Federation of Bosnia 

and Herzegovina. The most important aspect 

within the ethnic division of the territory can 

be seen in the fact that elected politicians, 

even on the local level, follow policies that do 

not endanger the current situation of territo-

rially divided majorities. 

Robert Putnam, the most popular author 

writing on the social capital concept, has said: 

Bonding without bridging equals Bosnia and 
Herzegovina (Salaj, 2008)23. In this way, he 

wanted to point out that the bridging social 

capital is missing, while the bonding social 

capital is quite strong.24 The political reflection 

of the missing bridging capital is manifested 

in the political life of the country, particularly 

after the war. Generally, all people from the 

same ethnic group have their own “national” 

political parties that articulate “their” poli-

cies. Unfortunately, these policies hardly in-

volve the topic of social security or the aspect 

of social exclusion. In the last 10 years, the 

main category on which the various adminis-

trative levels have been focusing attention in 

the area of social security are war veterans, 

war invalids and the families of killed soldiers. 

Ethnic divisions remain one of the most im-

portant factors determining social exclusion in 

Bosnia and Herzegovina: Firstly, these divisions 

are a direct cause for the exclusion of minor-

ity groups, i.e. those who do not belong to the 

majority ethnic population in the area; second-

ly, they compromise the ability of institutional 

frameworks to tackle exclusion; and thirdly, 

they have a malicious and persistent effect on 

all social processes. Ethnic divisions prevent 

progressive changes and exacerbate alienation 

amongst the general public. The effects of eth-

nic division are most clearly seen in the process 

of homecoming or return, as ethnic minority 

groups remain one of the most easily recogniz-

able among the socially excluded groups, largely 

due to the poorly integrated processes of return 

to pre-war places of residence. This is visible not 

only in their limited political participation and 

access to social services, but also in their alien-

ation from the ordinary social processes in the 

areas where minorities habitually live. 

Thus, large divisions within society do ex-

ist, which undermine the efforts to launch 

some improvement to the cooperation among 

people. The matrix bellow makes it possible 

to see certain aspects of the interethnic rela-

tions in the country. 

22 Leopard skin is an expression used for the regional distribu-
tion of ethnic groups in Bosnia and Herzegovina (Opacic et. al, 
2005 Living in Post-War Communities, International Aid Net-
work, 2005 ).
23 Salaj, B. Sozialer Zusammenhalt in Bosnien und Herzegowi-
na, Friedrich Ebert Stiftung, Sarajevo, 2009
24 The concept of social capital was popularized in Putnam’s 
Making Democracy Work: Civic Traditions in Modern Italy 
(1993). The concept of social capital is used to explain that 
the quality of social relationships infl uences the success of indi-
viduals and entire societies in relation to democracy, economic 
development, educational achievement, health, etc. The bond-
ing social capital keeps together people who are similar with 
respect to specifi c characteristics such as ethnicity, religion, so-
cial class, etc. The bridging social capital keeps together people 
that are not similar or do not look alike. 
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Source: EWS statistics, www.undp.ba, 2008 

The above mentioned figures show that 

the level of distrust between the different 

ethnic groups is still very high. This makes any 

formal cooperation arrangement extremely 

difficult to implement, since everybody (es-

pecially political representatives) have to be 

careful about moves related to other ethnic 

groups. These attitudes are converted into 

other aspects that are relevant for social in-

clusion: (un)employment policies, education, 

health protection, and the social security sys-

tem. Current policies in the area of social in-

clusion usually do not take into consideration 

Table 1 – General attitudes among the main ethnic groups 

% of full acceptance (March 2008)

Bosnyaks Croatian Serbian

To live in the same country with Bosnyaks 100 48 37,5

To live in the same country with Croatians 92 100 38,5

To live in the same country with Serbians 90 48 100

To live in the same neighborhood with 
Bosnyaks 

100 46 36.5

To live in the same neighborhood with 
Croatians

92 100 36.5

To live in the same neighborhood with Serbians 91 43 100

To have a boss who is Bosnyak 100 40 26

To have a boss who is Croatian 90 100 27.5

To have a boss who is Serbian 88 41 100

To have Bosnyaks’ children that go to school 
with your children

100 44 36

To have Croatians’ children that go to school 
with your children

92 100 37

To have Serbians’ children that go to school 
with your children

90 43.5 100

To have member of the family that get married 
with Bosnyak

100 22 13

To have member of the family that get married 
with Croatian

28 100 17

To have member of the family that get married 
with Serbian

27 25 100

this aspect, since all three nations (Bosnyaks, 

Serbians and Croatians) are declaratively con-
stitutive within the country and at all admin-

istrative levels. 

Consequences of Current Policies 

The rising inequality,  economic insecurity, and 

social exclusion undermine social cohesion and 

economic growth, leading to increasingly more 

fragile societies, often contributing to social dis-

integration, and in some cases – even instigating 

conflict. Unemployment, poverty, and discrimi-
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25 Absolute poverty is defi ned as the level of consumer expendi-
ture, which is lower than a certain threshold (the general pov-
erty line for 2007 in Bosnia and Herzegovina is determined by 
the individual, and marks a revenue below 2857.31 KM annu-
ally (238.10 KM per month), while the extreme poverty line is 
bellow 1005.68 KM (83.6 KM per month). Source: Household 
expenditure survey, December 2008.
26 National Human Development Report (NHDR), 2007

nation are all important factors in social exclu-

sion and must be addressed comprehensively, 

if social stability and increasing levels of social 

and economic welfare are to be achieved and 

sustained for all members of society. Almost 1/5 

of the population in Bosnia and Herzegovina 

falls below the poverty line, while additional 

30% have incomes just above it. While the of-

ficial unemployment rate is estimated to stand 

at almost 40%, the Labor Force Survey, using 

ILO methodology, estimates unemployment at 

23,4%. Discrimination is present everywhere, 

mostly based on the ethnic and political back-

ground as described in the previous section. 

It is believed that people live in poverty, 

if their income and resources are insufficient 

to such an extent that prevents them from 

achieving the standard of living that is ac-

cepted in any society. Because of their pov-

erty, they can be denied decent jobs on the 

pretext of the lack of employment, which 

results in low income, poor living conditions, 

inadequate healthcare and barriers to lifelong 

learning, and to cultural, sports and recreation 

opportunities. Poor people are often excluded 

and marginalized in terms of participation 

in many societal activities (economic, social 

and cultural). The absolute level of poverty 

in Bosnia and Herzegovina is still very high in 

comparison to other countries in Europe. The 

table below shows the percentage of popula-

tion that lives in absolute poverty25. 

Table 2 – Poverty level in B&H 

% of general population that live in poverty 

Bosnia and Herzegovina 18,56

Federation of Bosnia and Herzegovina 17,39

Republic of Srpska 20,23

Brcko District 25,03

Source: Household expenditure survey, 2008 

The highest poverty rate is among young-

er adults (especially in FB&H), and among 

the oldest population (particularly in the Re-

public of Srpska). Also, the poverty increases 

with the increasing number of children. The 

household expenditure survey data show that 

poverty is mostly affecting following groups: 

families with more than 2 children, older in-

dividuals, people unable to work (i.e. people 

with disabilities), the unemployed, and people 

with low levels of education. 

Social exclusion is a much broader concept 

of poverty, and implies the process through 

which certain individuals or social groups are 

pushed to the edge of society, depriving them 

from rights and chances in their efforts to live 

a decent life with full participation in society on 

the grounds of their ethnic origin, age, or gen-

der differences, disability, financial problems, 

lack of formal employment, and lack of educa-

tion. The methodology of calculating the social 

exclusion through the respective index (Laeken 

indicators) was used in 2006. For more, see the 

Appendix containing the main indicators. 

The general index of social exclusion 

(HSEI)26 indicates the interdependence of liv-

ing standards, health status, education, par-

ticipation in society, access to services, and 
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the provision of such services. The general 

index of social exclusion in BiH shows that 

50.32% of the population is socially excluded 

in at least one of these forms. 

The index of extreme social exclusion 

(HSEI-1) is estimated to measure the total 

social exclusion of the population in B&H. Its 

estimated value in 2006 was 21.85%, which 

means that almost 22% of all citizens are 

excluded from the most fundamental pro-

cesses and needs. Visible differences can be 

seen between the FB&H (24.53%) and the RS 

(20.01%), and the urban (19.75%) and rural 

(23.57%) population. 

The Long-term Social Exclusion Index (HSEI-

2) differs from the other such indices, as it 

measures that sector of the population, which 

has limited choices for improving their situa-

tion and puts them at the risk of long-term ex-

clusion. This Index shows that 47% of the BiH 

population is at risk of long-term exclusion. 

Employment and Labor Policies – 
No Proper Response to the Biggest 
Economic and Social Challenge 

The labor market in BiH is characterized by: 

1) a very low rate of formal employment and 

a high share of informal employment, and 2) 

a high unemployment rate and inactivity of 

the working age population. The educational 

structure of the country’s labor force (em-

ployed and unemployed) shows that 85.7% 

of the working-age population has primary 

or secondary education. The most important 

problem lies in the huge number of inactive 

people in the working age population. Less 

than half of the working-age population (15 

years +) was active (43.9%) in B&H in 2008. 

The employment rate in 2008 was 33.6% 

and increased by 3.9 percentage points in 

a three-year period, primarily in the RS. The 

same is more than two times less than the 

employment rate in the EU (65.4% in the EU-

27 in 2008). For example, the employment 

rate among the new EU member states was 

as follows: 55.7% in Malta, 57.3% in Hun-

gary, 57% in Poland and 58.8% in Romania. 

Employment growth in the EU-15 average 

was 1.6% annually (Ireland 3.6%) and 2% 

among the new EU member states. 

The unemployment rate in Bosnia and 

Herzegovina was 23.4% in 2008 (26.8% for 

women), which indicates a decrease from the 

previous period (25.2% in 2007, and 28.5% 

in 2006). These figures provide sufficient evi-

dence that unemployment currently repre-

sents the biggest economic challenge for the 

fragile Bosnia and Herzegovina state. 

Labor legislation in B&H is the responsibil-

ity of the constituent entities and the Brcko 

District themselves. There is not single law 

in the field of labor relations at the level of 

the state, but the respective entity laws to a 

greater extent have been harmonized. This 

cannot be said, however, about the rules 

of procedure within the Federation and the 

cantons, as the cantons were legally obliged 

to harmonize their laws with the Federation 

of Bosnia and Herzegovina. Although a total 

of 178 institutions in B&H are dealing with 

labor and employment issues, the results of 

their efforts are more than disturbing. The 

prevalent role of the outdated public institu-

tions functioning in the area of employment 

is still dominant, although they have not been 

entrusted with any active function as far as 

employment policies are concerned. 

The Social Security System is Fragmented 
With Overlapping  Functions and Beneficiaries 

The jurisdiction over social protection in the 

Republic of Srpska is centralized, while it in the 

Federation B&H it is divided (both on the lev-

el of cantons and the level of the constituent 

entities). In accordance with the principles of 

the Social Charter, each individual, who does 

not have adequate sources of revenue, has the 

right to social assistance. These principles are 
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often neglected due to the variety of benefi-

ciaries who are entitled to rights based on their 

status (war veterans, displaced people, etc.). 

The social security system in B&H includes 

social security insurance (unemployment in-

surance, health insurance, Pension and Dis-

ability Insurance), and is entitled to social 

protection, which includes the protection of 

families with children, as well as veteran pro-

tection. The focus in the previous period was 

on strengthening the social security insurance 

and veteran protection, with a negligible fo-

cus on social protection and protection of 

families with children. 

The social security system is very frag-

mented with many overlapping jurisdictions 

within the various institutions on the terri-

tory of each of the entities. In the FB&H, the 

founding blocks of the system of social pro-

tection are the following institutions: 

• Ministry of Labor and Social Welfare; 

• Ministry of Displaced Persons and Refugees; 

• Ministry for Issues of Veterans and Dis-

abled Veterans; 

• Economic and Social Council and the 

Trade Unions; 

• municipalities and cantons (responsible 

for the centers for social work). 

In the Republic of Srpska, it is the follow-

ing institutions that make up the social pro-

tection system: 

• Ministry of the Family, Youth and Sports; 

• Ministry of Health and Social Welfare; 

• Ministry of Displaced Persons and Refugees; 

• Ministry of Labor and Issues of Veterans; 

• Ministry of Education and Culture; 

• The municipal centers for social work and 

social services and child protection; 

• Public Fund for Child Protection. 

In Bosnia and Herzegovina, there are 116 

Centers for Social Welfare (71 in the Federa-

tion of Bosnia and Herzegovina and another 

45 in the Republic of Srpska). 

It is visible that many institutions deal with 

social protection issues, focusing mostly on 

beneficiaries, rather than on the problem as 

stated in the Social Charter. The reasons why 

lie in the fact that war veterans and displaced 

people/refugees represent a significant por-

tion of voters, and this is a fact, which every 

government bears in mind when considering 

possible changes in the current social policies. 

In the period 2006–2008 there was an in-

crease in the total general budget revenues 

in Bosnia by more than 2.6 billion KM. This 

increase was mostly spent in the sector of 

social protection, including veteran protec-

tion and transfers to individuals, whereby a 

sum of KM one billion was channeled into the 

veteran protection sector. Bosnia and Herze-

govina spends 4% of its GDP on cash benefits 

through social welfare programs that are not 

based on social security contributions. With 

such a significant part of the GDP spent on 

cash benefits, B&H is one of the countries, 

registering the highest rate of social welfare 

benefits consumption in Europe and Central 

Asia (ECA), since its expenditures are high-

er than the average for the countries in the 

region (1.6%), or the OECD countries as a 

whole (2.5%). This level of spending on cash 

benefits through social welfare programs that 

are not based on contributions is fiscally un-

sustainable in the long run. This situation is 

very dangerous for the country’s fragile sys-

tem of social protection. 

The Educational Sector – 
Without Any Clear Vision or Refor ms 

The current state of education at large and the 

educational sector in particular is far from sat-

isfactory in B&H. According to the statistical 

report, the percentage of the totally illiterate 

population in the country is 5.5%. Further-

more, 10.2% of the population in Bosnia and 

Herzegovina lives without any school facili-

ties. 30.8% of the population has completed 
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primary school, 50.2% have secondary school 

education, while around 9% of the B&H pop-

ulation has completed higher education. The 

low level of education in Bosnia and Herze-

govina is the main reason for the low rate 

of employment and the high unemployment 

rate. The specific issue is the lack of skills and 

knowledge, even when we consider people 

with a high school diploma for secondary ed-

ucation. These people are generally unattract-

ive to employers since many of these people 

previously had specialized skills for jobs that 

are now gone with the country’s process of 

transition and privatization. Access to educa-

tion beyond that of the regular basic school 

educational level is particularly important for 

those who need re-training or the acquisition 

of knowledge and skills. In B&H, vocational 

education is not systematically developed nor 

are there any available funds for the establish-

ment of vocational training facilities. Lifelong 

learning has not become an integral part of 

the educational system yet, nor is there any 

clear government vision in this area. 

Expenditures on the educational sector in 

B&H, as a proportion of the GDP, are higher 

than in some other countries in the region 

and are only slightly lower than the average 

for the OECD countries. The high percent-

age of the GDP, which is currently being al-

located to education, is mostly the result of 

the fragmented structure of the sector and 

the duplication of functions. The educational 

reform, which was aimed at lowering the ex-

penditures with an increasing efficiency rate, 

has proved difficult to implement. There are 

13 budgets for education altogether (2 of the 

constituent entities, 10 cantonal, and one in 

the Brcko District), which are financed from 

public entity funds on the cantonal and mu-

nicipal level and the level of the Brcko District. 

Educational spending in the Republic of Srp-

ska stands at 4% of the GDP, while it amounts 

to more than 6% of the GDP in FB&H (in most 

cantons the allocations for education are the 

biggest item on their budgets). Salaries and 

allowances of the educational sector employ-

ees make up the highest share of educational 

spending – about 88%, while 8% is spent 

on material costs, with only 4% for capital 

investment. Spending on research and devel-

opment at university level remains negligible. 

This structure of educational spending leaves 

little room for educational materials, teacher 

training and other measures to encourage the 

improvement of the learning process. Owing 

to the complex institutional structure, spend-

ing on education is high compared with the 

average for Southeastern Europe, but above 

all it is inefficient and produces low overall 

results in the educational sector. The special 

problem is related to the quality of education 

– outdated curriculum, unskilled teachers, no 

teaching materials and poor conditions. El-

ementary and secondary school education is 

free of charge, but poor people have prob-

lems with the access to it, due to the lack 

of support for transport, catering, books, 

etc. The primary school attendance rate is 

98%, while the rate of attending secondary 

school is much lower and stands at 79.3%. 

The attendance rate for the university level is 

around 20%, with huge number of drop-outs 

and prolonged graduation time. The reasons 

are seen in the fact that many students do 

not enjoy either the material conditions or 

the necessary financial support, which forces 

them to leave their university education or to 

start working while studying. 

Health Protection – (Un)equal 
Opportunities for the B&H Ci tizens 

Plenty of evidence from developed and develop-

ing countries suggests a two-way relationship 

between health and the economy. Economic 

growth has a positive effect on health, whereas 

the better health of the population raises eco-

nomic productivity and contributes to growth. 
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Healthcare in Bosnia and Herzegovina is 

free in the public health sector, with some 

mandatory participation by patients in the 

form of health insurance contributions. This 

refers to the compulsory health insurance for 

employees, the health insurance of whom is 

paid through automatic deduction of funds 

from their salaries, or to people who are in-

sured by virtue of their status, e.g. retired 

people, children, students, etc., the health 

insurance of whom is paid by respective pub-

lic budgets. The system of voluntary health 

insurance is not developed yet, and the gov-

ernment has not announced any changes 

in this area, either. About 95% of all public 

health costs are covered by public health in-

surance. Inequality in the financing of health 

services and the large share of direct pay-

ment service users, who mostly make infor-

mal payments to receive such services, gen-

erate fears about the access to healthcare in 

general, especially on the part of socially ex-

cluded people. Health services consumption 

in poor households makes up one-tenth of 

their overall spending, and this percentage 

falls to 5% for the richest households. Offi-

cial data indicate that the public health sector 

consumes about 9% of the country’s GDP, 

while it is estimated that another 3% of the 

GDP is spent in the private sector health ser-

vices. What is of grave concern in this sector 

is the still unresolved status of private clinics 

and general practices, and their continuing 

non-inclusion in the healthcare system. 

The health insurance coverage of the 

population in the Federation in 2007 was 

at the level of 83.65%. The highest level 

of coverage is observed in the Canton of 

Sarajevo and amounts to 93.82%, while 

the lowest level has been registered in the 

Herzeg-Bosnia Canton – 64.53%. What is 

also disturbing is the fact that only 57.65% 

from the total number of registered un-

employed have health insurance coverage. 

In the Republic of Srpska, around 70% of 

the population has health insurance, while 

health insurance contributions are not paid 

or are irregularly paid for about 25% of the 

employees. According to data submitted by 

the Health Insurance Fund in the Brcko Dis-

trict, the compulsory health insurance covers 

90.26% of the district population. Accord-

ing to research conducted in 200727, 96.2% 

of the people with disabilities have health 

insurance. Internally displaced people and 

returnees experience difficulties to access 

health services, mostly due to bureaucratic 

obstacles. Roma people visit doctors three 

times less than other groups. The percent-

age of Roma who are not vaccinated (41%) 

is five to ten times higher than the percent-

age of the majority of the people who live in 

the same area. 

The System of Pension Social Security 
Contributions and Di sability Insurance 
in B&H is Both Fragile and Unreformed 

The pension system plays an important role 

in the prevention of poverty and social exclu-

sion among the elderly, individuals with dis-

abilities, and other population groups with 

limited ability to participate in the country’s 

economic activity, due to the lack of access to 

paid employment. 

The elderly population (individuals who 

have turned 65 and over) has a 15.1% share 

of the Bosnia and Herzegovina population. 

The situation is more problematic in the Re-

public of Srpska where 18.5% of the people 

are older than 65 years of age, while 13,3% 

of the population in FB&H is older than 65. 

Structural indicators of the population show 

that the Republic of Srpska is the geographical 

area with the oldest population, as the ratio of 

adults to the number of children (i.e. the ratio 

between the number of people over 65 and 

27 Research done within the process of elaborating the policy in 
the area of disability, IBHI 2008
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28 Pay as you go – a scheme based on the distribution of con-
tributions collected on a monthly basis. The pension system in 
Bosnia and Herzegovina is a PAY-AS-YOU-GO (PAYG), a mono-
pillar, publicly fi nanced system based on the mandatory inclusion 
of all employed individuals. The pension system insures the par-
ticipants on the basis of age, disability, death, and survivorship. 
All four risks are funded through a single contribution payment.

those younger than 6 years of age) was 3.9 

(whereas at the same time, this indicator was 

2.3 in the FB&H). This constant increase in the 

number of elderly population, given the un-

changed number of employees, is constantly 

putting pressure on the existing pension and 

disability scheme (PAYG), thus putting to the 

test the limits of its sustainability. 

According to the Constitution of Bosnia 

and Herzegovina, the system of pension and 

disability insurance is the responsibility of the 

each constituent entity. There is no state-level 

organization of pension and disability insur-

ance or any uniform policy at the state level. 

Special laws of the individual entities define 

the responsibility of each of the entities (and 

cantons in FB&H) in the area of the Pension 

Contributions system and the Pension and 

Disability Insurance. 

The number of pensioners is rapidly in-

creasing, decreasing the gap between the 

number of employees and number of pen-

sioners. The process of privatization in the last 

10 years was accompanied by a process of 

sending large numbers of people to early re-

tirement, as a "painless" way of dealing with 

social problems and redundancy in privatized 

companies. The current situation regarding 

pensions and disability insurance shows how 

moves of this sort are always destined to re-

bound like a boomerang. According to the 

RS pension-fund, there is a shortfall of funds 

for 2009 which has forced the fund to use 

its reserves in order to cover the insufficient 

amount from the PAYG28 scheme. Although 

the situation in the Federal Pension Fund re-

mained stable in 2009, there are some indica-

tions of future problems, due to the decrease 

in the amount of collected contributions. This 

brings us back to the inevitability of the pen-

sion system reform, as the pay-as-you-go sys-

tem is clearly inadequate, given that the num-

bers of pensioners and of formally employed 

individuals are much the same and sustain-

ability of the system is systematically put to 

the test every new month. 

More than half of the population aged 65 

and older, including rural-dwellers, low-wage 

self-employed, and unemployed women, are 

excluded from social security coverage, de-

spite the fact that pension expenditure levels 

are among the highest in Europe and the re-

gion, when calculated as a percentage of the 

GDP. The huge problem within the pension 

system can also be seen both in the vast num-

ber of informal workers, who do not pay any 

contributions whatsoever, and in the under-

reporting of actual employee wages by busi-

ness, which only pays the minimum level of 

pension contributions. 

The government’s preference as to the 

manner and way, in which the reform of the 

pension system should take place, remains 

entirely unclear. Changes are urgently need-

ed to the first pillar of the pension system, 

based on the method of financing pensions 

from current receipts. For the time being, the 

issue of developing a second pillar, based on 

compulsory additional pension social security 

coverage, must be left aside, as experience in 

other countries shows that funding problems 

appear as soon as there is a budget deficit in 

the first pillar of the pension system. Other 

conditions are also required, which have not 

been sufficiently developed here yet. It is im-

portant, however, that parallel to the reform 

of the first pillar, the third pillar be also intro-

duced – that of the voluntary pension insur-

ance – with the respective regulatory frame-

work. The introduction of voluntary insur-

ance should be oriented towards those who 

think that public pension insurance will not 

provide them with sufficient security in their 
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old age. Although some forms of such insur-

ance already exist, we are very far from a legal 

framework and environment, which would 

promote and extend this form. 

Instead of a Conclusion 

Bosnia and Herzegovina is in the  process of 

elaborating new strategic documents: the 

2008–2013 Development Strategy of Bosnia 

and Herzegovina and the Strategy of Social 

Inclusion in the 2008–2013 period. The pro-

cess of drafting these strategic documents 

has been approved by the B&H Council of 

Ministers, with the consent of both entity 

governments. However, since the Strategy 

has not been completed yet, it is far from 

clear how this document will change the cur-

rent situation in the period it is supposed to 

cover. The previously mentioned causes for 

and consequences of social exclusion will 

be very hard to change in the forthcoming 

period without a clear-cut social agreement 

between all stakeholders within society. Be-

sides, the main question still remains: Is there 

a genuine commitment on the part of all gov-

ernments in Bosnia and Herzegovina to social 

inclusion first of all?
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Annex

Laeken indicators for Bosnia and H  erzegovina (NHDR, 2007) 

Laeken indicators - NHDR 2007 (Social inclusion in B&H)

 Subpopulation Value

 Indicator 1a   

At-risk-of- 
poverty rate 
by age and 

gender 

 BiH  23.7% 

 0-15  23.8% 

 16-24  22.5% 

 25-49  21.1% 

 50-64  23.5% 

 65+  31.4% 

 Females  23.7% 

 Males  23.7% 

 Females 0-15  24.0% 

 Females 16-24  21.4% 

 Females 25-49  19.9% 

 Females 50-64  24.8% 

 Females 65+  32.7% 

 Males 0-15  23.7% 

 Males 16-24  23.6% 

 Males 25-49  22.3% 

 Males 50-64  22.2% 

 Males 65+  29.6% 

 Indicator 1b   

 At-risk-of- 
poverty rate by 
most frequent 

activity and 
gender

 Employed  9.0% 

 Self-employed  25.8% 

 Unemployed  37.2% 

 Retired  24.0% 

 Other economically inactive  28.0% 

 Females  23.7% 
 Males  23.7% 

 Females Employed  7.0% 

 Females Self-employed  21.1% 

 Females Unemployed  26.0% 

 Females Retired  20.9% 

 Females - other (economically inactive)  28.2% 

 Males Employed  10.2% 

 Males Self-employed  27.1% 

 Males Unemployed  43.6% 

 Males Retired  26.5% 

 Males - other (economically inactive)  27.6% 
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 Subpopulation Value

 Indicator 1c   

At-risk-of- 
poverty rate 

by household 
type

 One person household, under 30 years of age  (7.1%) 

 One person household, between 30 and 64 years 
of age 

 19.2% 

 One person household, 65 years of age plus  28.8% 

 One person household, female  28.6% 

 One person household, male  17.3% 

 One person household, total  24.7% 

2 adults, no dependent children, at least one adult 
65 year and more 

36.1%

 2 adults, no dependent children, both adults under 
65 years of age 

 21.7% 

 Other households without dependent children  21.5% 
 Single parent households, one or more dependent 
children 

 22.6% 

 2 adults, one dependent child  18.1% 

 2 adults, two dependent children  19.4% 

 2 adults, three or more dependent children  23.1% 
 Other households with dependent children  25.8% 

 Indicator 1d   

 At-risk-of-
poverty rate by 
tenure status

 Owner or rent free  23.2% 

 Tenant  26.9% 

 Indicator 1e   

 At-risk-
of- poverty 
threshold 
(illustrative

 values

 One person household  1,700 KM 

 Two adults and two children households  3,570 KM 

 Indicator 2   
 Inequality 
of income 
distribution 

S80/S20 
quintile share 

ratio 

 BiH  8.51 

 Indicator 3   

 At-persistent-
risk-of-poverty 
rate by gender 
(60% median) 

 BiH  72% 

 Male  70% 

 Female  73% 

 Indicator 4   

 Relative at-
risk-of-poverty 

gap 
 BiH  29.4% 
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 Indicator 5   

Regional 
cohesion 

(dispersion 
of regional 

employment 
rates) 

 BiH  42.7% 

Male 54.2%

Female  31.2% 

 Subpopulation Value

 Indicator 6   

 Long-term 
unemployment 

rate 

 BiH  17.2% 

 Male  16.3% 
 Female  18.8% 

 Indicator 7   

 Persons living 
in jobless 

households 
  20.9% 

 Indicator 8   

 Early school 
leavers not in 
education or 

training 

 BiH  65.1% 

 Male  71.1% 

 Female  59.1% 

 Indicator 9   

 Life 
expectancy at 

birth 

 Male  71 

 Female  77 

 Indicator 10   

 Self-defined 
health status 
by income 

level 

 BiH  

 Lowest  9.2% 

 2nd  9.7% 

3rd  5.0%

4th 5.6%

 Highest  2.6% 

 Indicator 11   

 Dispersion 
around at-

risk-of-poverty 
threshold 

 BiH-40% of national median  10.7% 

 BiH-50% of national median  16.8% 

 BiH-60% of national median  29.9% 

 Indicator 12   

 At-risk-of-
poverty rate 
anchored at 
a moment in 

time

 BiH  75% 



89Social Inclusion in Bosnia and Herzegovina – Is I t on the Government Agenda? 

 Indicator 13   

 At-risk-of-
poverty rate 
before social 

transfers 

 BiH-Pensions included  25.5% 

 BiH-Pensions excluded  38.5% 

Subpopulation Value

 Indicator 14   

 Inequality 
of income 
distribution 

Gina 
coefficient

 BiH  40.1% 

 Indicator 15   

 At-persistent-
risk-of- poverty 
rate by gender 
(50% median) 

 BiH  70% 

 Male  70% 

 Female  71% 

 Indicator 16   

 Long-term 
unemployment 

share 

 BiH  68.3% 

 Male  64.7% 

 Female  74.3% 

 Indicator 17   

Very long 
-term 

unemployment 
rate 

 BiH  14.5% 

 Male  13.9% 

 Female  15.7% 

 Indicator 18   

 Persons 
with low 

educational 
attainment 

 BiH  41.7% 

 Male  30.2% 

 Female  53.1% 
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Partnership for Social Inclusion in 
Croatia 

Predrag Bejakoviè

In troduction 

The concept of social exclusion has received 

substant ial attention in the current scientific 

and political debate. Regardless of the fact that 

there is no clear and unambiguous definition 

of the concept, it is generally accepted that 

social exclusion is a multi-dimensional phe-

nomenon, which weakens the relationship be-

tween the individual and the community. This 

relationship can have an economic, political, 

socio-cultural and even spatial dimension. The 

larger the number of dimensions, to which an 

individual is exposed to, the more vulnerable 

he/she becomes. Exclusion is most commonly 

spotted in the access to the labor market, the 

most essential social services, the realization of 

human rights, and the social safety net. Social 

exclusion is often linked to unemployment and 

poverty, but these are not its only causes. 

The United Nations Development Program 

(UNDP) in Croatia conducted a research on 

Social Exclusion in Croatia in 2006 (UNDP Cro-

atia, 200629). The research consisted of three 

components: a) The Quality of Life Survey (on 

a sample of 8,534 respondents; representative 

at the county level); b) Assessment of social 

welfare service providers, and c) Focus group 

discussions with 20 social groups, which are at 

risk of social exclusion. Focus groups included 

individuals with physical disabilities, individu-

als with intellectual disabilities, parents of chil-

dren with disabilities, long-term unemployed, 

the homeless, returnees, single parents, chil-

dren without parental care, victims of domes-

tic violence, Roma people, sexual minorities, 

the elderly, people of low education levels, 

and youth with behavioral difficulties. 

According to the three components of 

deprivation30 used in this survey, every fifth 

Croatian is socially excluded (11.5%). It is in-

teresting that about the same percent of peo-

ple (11%) were found to be poor in the 2006 

World Bank study on the Living Standard As-

sessment, which points to the tight correlation 

between poverty and social exclusion. In terms 

of self-perception, 20% of Croatians feel to 

be socially excluded. Self-perceptions of social 

exclusion are directly correlated with educa-

tion, gender, and living area. People with pri-

mary education or less and even those with 

secondary education, feel socially excluded 

more frequently (61.3% and 37.1%, respec-

tively). Women are twice as likely to feel so-

cially excluded than men (66% as opposed to 

34%), while rural dwellers are three times as 

likely to report feeling socially excluded (75%) 

in comparison with urban dwellers (25%). 

As a mean for improvement of the social 

picture in Croatia, 10 organizations from Cro-

atia and abroad decided to establish a consor-

tium and launch a project entitled Partnership 
for social inclusion. The main partners are: the 

Institute of Public Finance, Zagreb – a public 

institution; the Croatian Employment Service 

– a public service; ZaMirNet – a citizens’ as-

sociation; the Union of Autonomous Trade 

Unions of Croatia; the Forum of European 

Journalism Students – an NGO; Most – an 

NGO for improving the quality of life; Shine 

– the Association of People with Mental Dis-

abilities; the Women’s Network Croatia: the 

Association of Free Trade Unions of Slovenia, 

and The Austrian Trade Union Federation. 

The proposed Project consists of five sub-

components that are intertwined and mutu-

ally reinforcing. 

30 In the survey, people who experience all three areas of depri-
vation: economic, labor and socio-cultural, are considered to be 
socially excluded.

29 UNDP (2006): Unplugged: Faces of Social Exclusion in Croa-
tia; UNDP (2006) Poverty, Unemployment and Social Exclusion, 
Zagreb: UNDP. 
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Improving Coordination and 
Co-operation of All Stakeholders
(Horizon tal and Vertical) 

Croatia is on track for the implementation of 

most of the Millennium Development Goals 

(MDG). The government has taken a series of 

steps to ensure that the MDG implementa-

tion drive will be coordinated both with the 

national priorities and with the European 

Union (EU) accession requirements. The Re-

public of Croatia started the elaboration, 

drafting, and implementation of the various 

documents and strategies for full participa-

tion in the open model of coordination aimed 

at fighting poverty and social exclusion in the 

EU accession process. For this reason, Croatia 

signed various documents with the European 

Commission such as the Joint Memorandum 
on Social Inclusion (JIM) and the Joint Assess-
ment of the Employment Policy Priorities of 
the Republic of Croatia (JAP). For the purpose 

of preparing the JIM and JAP, working groups 

were formed consisting of representatives of 

line ministries and other state bodies, local 

authorities, civil society organizations, labor 

unions and employers’ associations. JIM rep-

resents the first step in the application of the 

EU common goals in the fight against poverty 

and social exclusion through national policies. 

An action plan for JIM’s implementation has 

been developed for the 2007–2009period. 

JAP tackles the employment policy and the 

reorganization of institutions in accordance 

with the European Employment Strategy and 

the implementing mechanisms of the Euro-

pean Social Fund. JAP was finalized in 2008. 

Poverty and inequality have increased in Eu-

rope as a whole over the past few decades and 

this increase has been marked during the past 

decade in the transition countries in particular. 

According to Eurostat, the “at risk of poverty” 

rate in Croatia was 18% in 2005, while the EU 

average was 25%. Poverty in Croatia is par-

ticularly prevalent among the elderly, people 

with lower education, and the unemployed 

and is usually of a long-term in nature.31 

Regardless of the significant improvements 

to the social welfare and social security and 

insurance systems in Croatia, one can find 

insufficient coordination and co-operation 

of social stakeholders at the various levels. It 

could be caused by, but also be result, of the 

lack of empathy and/ or low level of the in-

terest manifested by the community and the 

various stakeholders to the problems of social 

exclusion and the needs of disadvantaged and 

vulnerable groups. Furthermore, there are the 

cases of insufficiently clear division of author-

ity and responsibility for some user group and/

or provision of particular social service, which 

undermines the quality, coverage, and acces-

sibility to required goods and services. The 

management of relationships between services 

tends to be conducted as a series of bilateral 

relationships. Thus for instance, the centers for 

social welfare may meet with representatives 

of the healthcare or educational systems, but 

there is an absence of multi-agency coordi-

nating mechanisms for planning, implement-

ing, and monitoring social services. The same 

is observed in the relationship with respect to 

the government at its various levels: ministries, 

county, and municipal levels alike. All causes 

mentioned above indicate a situation where 

some service users have become “lost” in the 

system. The problems faced by users of social 

care services often require a multi agency re-

sponse. Currently, there are no mechanisms 

capable of facilitating the multi agency type of 

planning at the local level. There is a need for 

a clearly identified lead social care agency en-

trusted with the responsibility for planning and 

negotiating with other agencies to develop the 

network of services needed at the local level.

31 Republic of Croatia – Operational Programme For Human Re-
sources Development 2007 – 2009, Zagreb: The Government 
of Croatia.
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Thus, it is extremely important to devel-

op and/or improve the cooperation between 

state and non-governmental organizations in 

both capacities – as representatives or voices 

of socially excluded and marginalized groups, 

and as social care providers – in the imple-

mentation of the various programs for pre-

venting and reducing the level of social ex-

clusion, to regularly and sufficiently finance 

non-governmental organizations and enable 

participation of NGO representatives in coor-

dination bodies at the national, regional, and 

local level. As a first step, there is a need to 

explore the ways to enhance the relationship 

and cooperation between the Croatian Em-

ployment Service (CES) and the centers for 

social welfare, because current cooperation is 

insufficient and mostly formal and superficial. 

The said improvement in the co-ordination 

and cooperation should enable better em-

ployment possibilities particularly for unem-

ployed individuals who are beneficiaries of so-

cial assistance, as well as for individuals with 

disabilities who have a higher level of vulner-

ability to social exclusion. 

Regarding the coordination and co-opera-

tion of all stakeholders, the Project envisages: 

• activities oriented towards the improve-

ment of the horizontal and vertical co-ordi-

nation of various social welfare policy mea-

sures and the consistent implementation of 

those measures (so far often lacking); 

• organization of working groups, semi-

nars, and a round table for enhancing the 

mutual work and cooperation of all stake-

holders in the social welfare sector. 

Improving Employability (Including 
the Educational System and the 
Me asures of Active Labor Market 
Policy) as a Precondition for 
Enhancing Social Inclusion 

Croatia’s unemployment rate (according to 

the ILO methodology) marked a constant 

increase between 1996 and 2000 when it 

reached its peak of 16.1%. Since then, it was 

gradually decreasing and reached 11.2% in 

2006. The rate remains relatively high among 

young people in the 15–24 age bracket 

(28.9% in 2006) and among women (12.7% 

in 2006). Fluctuations of the unemployment 

rate of the younger population have been 

very large – from 31.2 per cent in 1998 to 

40.1 per cent in 2001 to 28.9 per cent in 

2006. The unemployment rate of women 

reached its peak of 17.9 percent in 2001, but 

has been decreasing since then to mark 9.9 

percent at the end of 2007 (Source: LFS data; 

Central Bureau of Statistics, Zagreb). Accord-

ing to various sources – UNDP (2006), socially 

excluded persons in Croatia have very poor 

educational standards with over a third fail-

ing to complete even elementary school and 

over 60% without any form of secondary 

education. More than two thirds of welfare 

recipients have no qualification or have only 

elementary school education. It would be 

reasonable to assume that many do not have 

basic skills of literacy and numeracy; some 

have had no formal education whatsoever. In 

this group there is a long term dependency 

evidenced by the duration of welfare support. 

The older and less educated recipients are 

more likely to remain longer in the welfare 

scheme. The average period of living on wel-

fare support schemes is quite long (almost 5 

years). Little movement off welfare appears to 

occur. Generally people join a welfare scheme 

and stay on it for long periods of time and 

the detachment of the group from the regu-
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lar labor market is strongly indicated primarily 

because of their low employability. 

Due to the destruction caused by the 

war and the transition to a market economy, 

many of the state-owned enterprises in vari-

ous industrial sectors such as the textile sec-

tor have ceased to function altogether or op-

erate with reduced workforce only. Lacking 

concomitant job opportunities and linkage to 

opportunities, responses to job loss by work-

ers have led to, among other, job search “dis-

couragement” and participation in the infor-

mal economy. As a consequence of the war 

that began in 1991, in many hinterland ar-

eas there was a massive displacement of the 

population. Little is known about the actual 

post-war skills structure in those areas. Popu-

lation movements have been substantial and 

it still remains unclear as to whether tradition-

al local skills remain available or whether new 

skills have emerged that may have altered the 

competitive advantage of these areas. 

Many regions are confronted with signifi-

cant demographic and social problems, such 

as for example, a large percentage of older 

people, hidden unemployment, and a large 

and immobile agricultural population. Many 

milieus and rural regions, as well as outside 

these, are confronting economic and social 

decline, and offer greatly limited potentials 

for development due to their unfavorable 

location for labor and capital. Generally, the 

trend has been one of higher unemployment 

of women, of older persons (over 50), and 

also of individuals who have completed 1 to 

3-years of vocational secondary school.

Generally, the causes of social exclusion 

in Croatia are very often linked with low em-

ployability, limited employment possibilities, 

and low educational endowments. Long-

term unemployed individuals are very often of 

a low employability and they are faced with 

higher risks of falling into penury, while the 

depreciation of human capital due to unem-

ployment and the weak link with the labor 

market reinforce the vicious circle of social ex-

clusion and poverty. 

Long-term unemployed individuals are 

disadvantaged in their search for jobs. Having 

been out of touch with the world of labor, 

their skills may have become outdated or for-

gotten, their behavior may be too far away 

from the business culture, and potential em-

ployers may beware of people who have been 

without work experience for far too long. Fur-

thermore, despite the difficulties of “making 

ends meet”, unemployed people who have 

been living on government welfare assistance 

for a long period of time may find the shift to 

work life too difficult or scary – all the more 

so if taking steps to look for a job adds seem-

ingly insurmountable problems, such as child 

care or transportation. 

Employability is not simply the capacity of 

getting a job. It involves ensuring that people 

can adapt to the changing working environ-

ment, develop and build their capabilities and 

meet their career goals. It is a term commonly 

used to provide a more detailed definition of 

the key skills. Employability is the main out-

come of education and high quality training, 

as well as the result of a range of other poli-

cies. It encompasses the skills, knowledge and 

competencies that enhance a worker’s ability 

to secure and retain a job, progress at work 

and cope with change, secure another job if 

she/he so wishes or when he/she has been 

laid off, and enter more easily into the labor 

market in different periods of one’s life cycle. 

Individuals are most employable when they 

have broad-based education and training, 

basic and portable high-level skills, includ-

ing teamwork, problem solving, information 

and communications technology (ICT), and 

communication and language skills, learning 

to learn skills, and competencies to protect 

themselves and their colleagues against oc-

cupational hazards and diseases. This com-
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bination of skills enables them to adapt to 

changes in the world of work. Employability 

also covers multiple skills that are essential to 

secure and retain a decent job. 

Regarding low employability and long-

term unemployment – important factors that 

determine poverty and/or social exclusion 

– Croatia does not differ much from other 

countries in transition, but insufficient atten-

tion is paid to enhancing the employability of 

the long-term unemployed people and per-

sons exposed to social exclusion. A consider-

able number of youths in Croatia drop out of 

secondary and higher educational institutions, 

which endangers their employability and lim-

its their opportunities of finding employment 

and attain professional promotion. 

Particularly exposed to low employability 

are the people with disabilities. According to 

the National Program for Employment, an 

investigation conducted in 2001 on disabil-

ity in Croatia showed that 9.7% of the total 

population is comprised of disabled people, 

out of whom 11.5% are men and 8.0% are 

women. The percentage of disabled persons 

increases with age. In the 45–49 age bracket, 

12.7% were disabled, in the age bracket of 

the 65 - 69 years old, 19.3% were disabled, 

and among individuals older than 85 years 

of age the percentage was 27.5%. Approxi-

mately 2.5% of the unemployed are people 

with disabilities. A law recently passed has 

introduced a quota system according to 

which employers are required to employ 2% 

of people with disabilities out of their total 

workforce. In Europe, Croatia has nearly the 

smallest percentage of disabled individuals 

of working age who are permanently em-

ployed (7.4%). The others receive assistance 

within the social welfare system. The unem-

ployment rolls of the Croatian Employment 

Service include 7,500 such people, of whom 

2.5% are individuals with disabilities, and 

out of whom 60% are men. 

Succinctly, there is no doubt that the best 

protection people could obtain against un-

employment, poverty and social exclusion, is 

their own employability. Thus, with further 

education and by acquiring new knowledge 

and skills, which improve their employability, 

people can find a job. Only when employees 

realize that modified competences are both 

called for and rewarded in company routines 

do they receive incentives to begin an active 

pursuit of further educational schemes. 

Acting locally can also open up the possi-

bility that these new development opportuni-

ties and job openings can be more equitably 
distributed – giving better prospects for the 

inclusion of the young, the minority ethnic 

groups, the unemployed, and the socially ex-

cluded in general. These local actions have 

to be seen as one component within the full 

package of activities that make economic de-

velopment and employment possible. There is 

a clear role for policy intervention to initiate 

and support local employment development 

where it has not taken roots so far. 

What is planned as measures for improve-

ment in this subcomponent of the Project are 

various workshops, round tables, as well as 

the user’s Guide for Enhancing Employability. 

Information, Protection of Rights 
and Improved Accessibility to 
thes e Rights in the Social Welfare 
System, Social Security and Insurance 

Social services are intended for those individu-

als who are faced with life difficulties or those 

who, due to physical and mental handicaps, 

have specific needs, which they cannot satisfy 

on their own or with the assistance of their 

family (children without appropriate parental 

care, children and youth with behavior disor-

ders, elderly and infirm persons, people with 

disabilities, substance addicts and abusers, 

former inmates, victims of violence, migrants, 



96 Social Inclusion in South-East Europe – National and Regional Policy Priorities for a Social Europe

refugees, etc.). Among the alternative forms 

of social services, the most widespread such 

service is foster care (primarily in the northern 

areas of Croatia), alongside the establishment 

of small housing units and centers or clubs for 

persons with special needs. 

Social services are insufficiently developed 

and there is a deficit of both institutional and 

non-institutional services. It is necessary to 

develop services that will be better suited to 

the needs of the various user groups (includ-

ing the possibility of choice) and to expand 

the social services network, so that they bet-

ter cover all areas of Croatia. Furthermore, 

knowledge of the available services and 

rights significantly vary. In some user groups 

and/or regions and municipalities, the aware-

ness of the available services and rights was 

limited merely to information about the exis-

tence of these services and rights, but there 

was a lack of information as to what exactly 

they provide in practice. 

A strong impetus to social services dein-

stitutionalization was given by various non-

governmental organizations and associations. 

However, the legal provisions aimed at social 

services deinstitutionalization are insufficient; 

what is needed rather is a strong support on 

the part of the state and a different social cli-

mate, where a new concept of social services 

and their providers can be implemented. For 

the purpose of better accessibility and quality 

of services, it is necessary to decentralize and 

deinstitutionalize social services to a more sig-

nificant extent considering all pro et contra 

arguments. The goal is for the users, if ap-

propriate, to receive services in their homes 

and local communities (community-based 
services), considering each individual’s health 

problems and the proper care needed, thus 

creating conditions for integration and reha-

bilitation within the community itself. In order 

to achieve the further development of social 

services, the state, the private sector, and 

civil society organizations will have to cooper-

ate and establish partnerships. Equally, there 

should be continuing efforts toward promo-

tion of tolerance and the inclusion of people 

with disabilities or persons with developmen-

tal disabilities into regular social activities. 

Obviously, what is needed is a strong support 

from the state and a different social climate 

where a new concept of social services and 

their providers will be realized. During the 

1990s, the social care services system in Croa-

tia was centralized and very few NGOs were 

involved in social service provision. Following 

the 2001 legislative changes, some social ser-

vice decentralization took place (primarily of 

services for the elderly and the infirm) and op-

portunities opened up for the private profit 

and non-profit sectors to enter this area. Nei-

ther non-governmental organizations (NGOs), 

nor any other kind of non-state provision of 

social goods, should be seen as an alterna-

tive to state provision of social services. Even 

though they are not necessarily more effec-

tive than governmental organizations, the 

participatory approach of NGOs can improve 

the quality of services and play an important 

role in service provision. The growing popu-

larity of the NGOs in the development field 

seems to be strictly associated with the emer-

gence of a so-called “New Policy” Agenda 

over the last twenty years. What underlies the 

New Policy Agenda – an agenda which has 

deeply influenced both bilateral and multi-

lateral actors – is the idea that private sector 

initiatives are intrinsically more efficient than 

public initiatives, so that private forms of in-

tervention should be seen as the preferred 

carriers of policies, aimed at increasing social 

welfare. However, in order to comply with 

donors’ concerns with the effectiveness and 

sustainability of projects, the activities of the 

NGOs focus on clearly measurable and easily 

attainable short-term targets at the expense 

of longer-term impact. Besides, raising doubts 
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about the effectiveness and efficiency of 

NGOs, some authors also discuss the broader 

political consequences of NGO action. 

The Project is an opportunity to make a 

thorough inventory of accessibility and pro-

tection of social rights in individual areas, 

that is to say – the problems of their actual 

implementation that have been noticed so 

far, namely: the labor market, rights resulting 

from employment, the rights to pension and 

properly functioning healthcare system, rights 

of the disabled, rights within the system of 

social care and social assistance. The activities 

in the Project related to information, protec-

tion of rights, and improved accessibility to 

the social welfare system are: 

• helping to define and/ or improve the fair-

ness of service provision in relation to ac-

tual needs by developing clear eligibility 

criteria and ensure the provision of acces-

sible information about the provision of 

social services; 

• collecting the attitudes and opinions of all 

stakeholders by asking them to propose 

improvements in the form of amend-

ments to the legal provisions aimed at 

enhancing the quality and accessibility of 

social services; 

• participation into the process of prepa-

ration of effective service performance 

criteria, development of good practice 

standards, introduction of a code of pro-

fessional ethics for social service provid-

ers, and the establishment of a supervi-

sion system. 

In connection with the activities men-

tioned above, the project participants elabo-

rated the Guide for the Social Impact Analysis 
(available both in English and Croatian lan-

guage on the following web pages: www.

socijalna-ukljucenost.net and www.ijf.hr. The 

Guide is organized like that: after the Intro-
ductory Notes (Section 1) follows Section 2, 

which introduces the general background of 

the reforms in Croatia. Section 3 presents a 

definition of the SIA and establishes the con-

ceptual framework. Section 4 presents an ap-

proach to SIA by reviewing 10 basic elements 

underlying the sound analysis of poverty and 

the social impact of reforms. Section 5 closes 

with a brief conclusion entitled The Way For-
ward. A matrix and checklist of SIA analytical 

questions are provided in the annex, along 

with a case study example. 

Alleviation and Prevention of the 
Over-Indebtedness of the Population 

 

There is a basic assumption that the over-in-

debtedness of the population is one of the 

most important determinants of social exclu-

sion. According to the Croatian Central Bank 

estimation, the credit indebtedness of the 

population in Croatia increased from 32.1% 

of the GDP at the end of 2004, to 35.9% at 

the end of 2005, and around 40.6% at the 

end of 2006. In contracting debt, around 

96% of the citizens used commercial bank 

loans. The ratio of household debt to the es-

timated annual net wage bill went up from 

105.2% at end of 2005 to 117.3% at end 

of 2006. In the first 11 months of 2007, the 

amount of credit extended by commercial 

banks to the citizens increased by HRK 24.0 

billion, from HRK 187.8 at the end of 2006 

to HRK 211.8 billion at the end of Novem-

ber 2007. Almost one third of this increase is 

caused by mortgages, the amount of which 

increased from HRK 7.6 billion to HRK 44.2 

billion. The amount of consumer credit for 

the purchase of vehicles increased by 1.6% 

only – from HRK 9.04 billion to HRK 9.18 bil-

lion. Credit cards debt marked a significant 

increase by 27% to HRK 4.8 billion. Credit 

growth is mostly due to the favorable loans 

offered by commercial banks. The average 

indebtedness per employed person in Croa-



98 Social Inclusion in South-East Europe – National and Regional Policy Priorities for a Social Europe

tia in recent years has grown from around 

HRK 23,000 (Euro 3,150) at the end of 2001, 

to HRK 49,000 (Euro 6,700) at the end of 

2004, to HRK 58,000 (Euro 7.950) at the 

end of 2005, and now stands at more than 

HRK 72,000 (Euro 9,700). Notwithstanding 

this fact, household debt in Croatia is still far 

below the household debt level in the EMU 

countries (55% of GDP at the end of 2004), 

but is half as large as that in the New Member 

States (16% of GDP at the end of 2005). In 

Croatia it may be assumed that young, edu-

cated people are the most heavily indebted, 

because they represent the most creditworthy 

segment of the population, but are also the 

one with the lowest amount of assets. 

However, in the event of currency crises 

the majority of borrowers with below-average 

income would have debt payment problems. 

As expected, debt-service burdens continue to 

plague lower-income families disproportion-

ately. The evidence suggests that the income 

of the poor does not allow them to save (only 

4% of the poor report positive savings during 

the period under observation). Only 13% of 

the poor have had access to borrowing (from 

either the banking system or intermediaries 

other than relatives) during the last 12 months. 

The poor do not save much and barely borrow 
on the formal credit markets, which exposes 

them more to loan-sharking and high income 

rates. The combination of low capacity to save 

with limited access to borrowing suggests that 

the poor are also vulnerable to shocks and 

hence to income fluctuations. From the point 

of social exclusion and the revenue security of 

citizens it is particularly useful to analyze such 

an indicator according to deciles of available 

revenues. The biggest loan burden is observed 

from the sixth to the eighth deciles of gross 

available income. 

In the UNDP Survey (UNDP, Quality of Life 
and Risks of Social Exclusion in the Republic of 
Croatia, Quantitative research on general pop-

ulation, 2006) the respondents were asked if 

their household was indebted in the previous 

year, in other words if they were unable to pay 

for accommodation (rent, mortgage, or loan 

installment) or utility bills (e.g. electricity, wa-

ter, gas, etc.) as scheduled. Every fifth Croatian 

household (22.0%) was indebted in the previ-

ous year, in other words it was unable to pay 

for its accommodation or utilities as scheduled. 

Less than a tenth of the households (6.7%) 

were indebted because of their inability to pay 

for accommodation, while every fifth house-

hold (20.5%) did not pay for utilities on time. 

In general, Croatian citizens had difficulties in 

paying utilities more often than in paying the 

rent or mortgage/loan installment, which is not 

surprising, considering the fact that two thirds 

of the respondents own their own home. The 

majority of households that could not pay for 

accommodation on time also had difficulties in 

paying for utilities. This is a particularly press-

ing problem in one-parent families. 

Furthermore, because of the weak en-

forcement of payment discipline, not only 

the poor in Croatia are inclined to postpone 

payments of utility bills due for electricity, 

communications, and gas. At the beginning 

of 2000, around a quarter of the electricity 

consumed was not paid for, or paid for with a 

considerable delay. On the other hand, there 

is no coherent assistance program for the 

poorest segments of the population that lack 

the income to pay utility bills. Municipalities 

run special assistance programs to help the 

poor with payments of debts to utilities, but 

multiple criteria are used in different parts of 

the country with no attempt to unify the ap-

proaches and develop a consistent policy. 

The activities in the Project related to so-

cial exclusion and indebtedness of the popu-

lation are linked with: 

• preparation of an analysis on local and in-

ternational positive experiences, particular-

ly on the prevention of over-indebtedness; 
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• proposal of simple, user-friendly and un-

derstandable guidelines about how to 

manage personal finances and avoid over-

indebtedness, and 

• organization of various workshops, round 

tables, and seminars on household indebt-

edness, as well as counseling services on fi-

nancial planning and financial management. 

As a means of improvement and pallia-

tion of over-indebtedness, the Guide for the 
Reduction and Advice for Mitigating and Pre-
vention of Indebtedness has been compiled 

(also available in the Croatian language un-

der the title Vodič i savjeti za ublažavanje i 
sprječavanje prezaduženosti), which is ac-

cessible on the following web pages: www.

socijalna-ukljucenost.net and www.ijf.hr. 

Adjustment of the Demand and 
Supply within the Social Welfare 
System throug h Social Planning 
on the Lower Level of Government 

Currently, there is a prevailing concern that the 

social care services in Croatia are not necessar-

ily targeted at those who are most in need. 

The reasons for this situation are manifold. 

The current data collection system and orga-

nization are largely concerned with the mea-

surement and orientation to outputs e.g. how 

many of the various types of cash and/or in 

kind benefits have been provided, how many 

counseling sessions have been delivered, how 

many people have been in residence at the 

various residential institutions on the 31st of 

December each year, etc. Also, it is currently 

difficult to obtain reliable information on the 

level of utilization of existing social care servic-

es. The only readily available figures, providing 

an indication of the level of social care activity 

carried out by social welfare centers, for ex-

ample, are the number of decisions on refer-

rals to other types of service provision, such 

as admission to a residential institution and 

the number of counseling sessions provided. 

It is not possible to determine which groups 

of service users are the main users of counsel-

ing services in social welfare, what proportion 

of the service-users make more than one con-

tact, and how many follow-up contacts are 

made by service users, e.g. what is the range 

and what is the average over a year’s period 

of time. Data on the utilization of information 

and counseling services managed by other 

providers is similarly lacking. The NGO sector 

in social welfare and social security is currently 

underdeveloped in terms of the number and 

quality of NGOs in the sector. Finally, the ex-

perience of involving service users in the plan-

ning cycle is currently limited. 

In order to plan effectively, it is essential 

to have a clear picture of the current resource 

base and a forecast for the likely increase/re-

duction in spending at the local, county, and 

national level. To achieve this, the budgets 

for social care services and cash/material ben-

efits need to be disaggregated at the local, 

county, and national levels. Only then will it 

be possible to identify allocations and trends 

for social care service expenditures and to 

plan in accordance with the available financial 

resources. There is currently no incentive for 

the service providers of central government 

funded social care services to manage their fi-

nancial resources and seek cost effectiveness 

and savings. Under the current system, any 

savings made during the financial year may 

result in a reduction of the allocation for the 

following year. There is no scope to reinvest 

any cost savings based on higher efficiency in 

improvements to the service. Indeed, there is 

a perverse incentive to spend each year’s al-

located budget up to the upper limit. 

On the other hand, there is a solid body 

of social care expertise within the Centers for 

Social Welfare and the residential institutions. 

There is a well developed awareness of the 
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need for reform and a high degree of con-

sensus about the direction. Efforts have been 

made to diversify service provision to include 

day care services, home care and independent 

living in apartments. The residential care ethos 

respects the dignity of the service users and 

emphasizes the creation of a warm and wel-

coming environment that values the individual. 

Through social planning it is possible 

to arrive at a better identification of local 

needs, to secure the involvement of both 

beneficiaries and local communities, and 

to develop new services that are adjusted 

to actual needs. As far as service delivery is 

concerned, social planning development is 

an opportunity to increase the quality, effi-

ciency, diversity, and inclusiveness of these 

services. There are risks however, that red 

tape and bureaucratization, together with 

increases in the number of service users, will 

further separate social care staff from direct 

work. A partnership with other agencies and 

stakeholders is a chance to improve the qual-

ity and range of services. 

With respect to social exclusion, social 

planning, and the adjustment of demand and 

supply of social services, the Project proposes 

the following activities: 

• County Mapping – the aim of the county 

mapping exercise is to identify the range 

of services available, the current statutory/ 

NGO/ private sector mix, and the geo-

graphical spread and capacity (i.e. places/

units of service available); 

• Get Insight into Profile and Characteristics 

of Current Service Users – Data on current 

service users will be analyzed to develop 

an overview of who is using what type of 

social care services, the main needs/out-

lined problems, the range of services they 

use, and how long they remain in contact; 

• Financing of Service Provision – The aim 

of the financial analysis is to identify (i) the 

total resource base for social care services 

at the county level; (ii) sources and flows 

of funds (central, county, local, donor, pri-

vate sector, individual payments, etc.); (iii) 

the unit costs of various types of service 

provision; and (iv) current allocation pat-

terns. This information will assist in mak-

ing decisions about the need to reallocate 

funds in line with the priorities identified 

in the planning process; 

• Audit of Quality of Practice – In order to 

identify and agree the County priorities for 

improvements to social care services it will 

be necessary to undertake an initial evalu-

ation of the current quality of practice. In 

the absence of agreed national standards 

against which the quality of provision can 

be assessed, the development of an organi-

zational audit tool is proposed as an inter-

im measure. Ideally, the audit tool should 

be developed by a partnership of service 

providers and service users, but since the 

experience of developing indicators and of 

facilitating service user involvement is lim-

ited, initial development of the audit tool 

will be undertaken in two stages.

Service providers will participate in vari-

ous workshops to develop the organizational 

audit tool. Service users will contribute to the 

audit and inform the further development of 

indicators, against which the quality of practice 

should be assessed. In subsequent planning 

rounds, the information from the organizational 

audit should be reviewed by service providers 

and service users together to identify where im-

provements can be made to the process. The 

audit will be conducted through a peer review 

mechanism, whereby staff will use the agreed 

framework to audit each others’ services. Ide-

ally, audit teams should include staff from both 

statutory and NGO sector services. The piloting 

of a peer review conducted by service users in 

the residential sector will also be encouraged. 

An important task in this improvement 
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will be the elaboration of a Social Care Ser-
vices Planning Handbook. Its aim will be to 

support the development of social care ser-

vice plans on the local level in the Republic of 

Croatia. It will also provide guidance on what 

has proved to be our major challenge – get-

ting the necessary information. The handbook 

will be designed to help local stakeholders to 

address the following questions:

• What are the social care needs in our 

area?

• What is currently provided to meet those 

needs? 

• What changes are occurring in the wider 

environment that may have an impact on 

social care services delivery? 

• Are services provided in line with the best 

practices to an agreed quality standard? 

• Do the services provided achieve good 

outcomes for service users? 

• Are the services provided good value for 

money? 

• Where are the main gaps? 

• What could be done differently to achieve 

better outcomes for service users? 

Finally, well-developed plans increase the 

chances that the day-to-day activities of the 

organization will lead to desired results. Plan-

ning helps the members of an organization 

focus on the right priorities, and it improves 

the process of people working together as 

they pursue these priorities. Planning alone 

does not produce results; however, it is a 

means, not an end in itself. The plans have to 

be implemented to produce results. 

With respect to all activities mentioned in 

the five subcomponents there is a need for in-

creasing the awareness of the general public 

about the problem of social exclusion, available 

in the Croatian language as Vodič za socijalnu 
uključenost on the following web pages: www.

socijalna-ukljucenost.net and www.ijf.hr.

Conclusion

As every other country, Croatia has to find 

and develop such cons titutional and legal ar-

rangements for reducing social exclusion that 

suit best its own historical, social, cultural and 

economic situation, conditions and possibili-

ties. The government could provide a stabile 

legal framework, social infrastructure, and –

with the co-operation of its citizens – estab-

lish the rule of law. Otherwise, the socially ex-

cluded people will suffer most from the lack 

of clear laws and the unwillingness of society 

to respect these laws. In order to make the 

laws work, political will and leadership com-

mitment is vital. Just as important is the em-

powerment of citizens and their full participa-

tion in the political process. All partners hope 

to significantly improve the social picture of 

Croatia, hoping that their efforts will achieve 

the expected results. 
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Poverty and Social Exclusion 
in Serbia 

Drenka Vukoviè 

S ummary 

The transiti on process in Serbia and the struc-

tural changes in its ec onomy have been fol-

lowed by increasingly visible social problems 

and massive poverty of the population. Unfa-

vorable trends on the labor market, decrease 

in the number of the employed and the high 

unemployment rate have resulted in a drop 

of the living standard of the so-called “los-

ers from the country’s process of transition”. 

Based on the predominant neo-liberal opin-

ions and assumptions, the social reforms im-

plemented in the previous decade have led to 

radical changes in the social protection system 

and a decrease in the number of beneficiaries 

from all state programs aimed at helping and 

supporting the poor. According to the results 

of the Living Standard Measurement Survey 

held in 2002 and 2007, the poverty rate has 

been almost halved, but the poverty profile 

remains almost the same. In the structure of 

the poor, people over 65, children below 18, 

the unemployed, and people with low edu-

cational achievement have a prevailing share. 

The creation of a social inclusion policy is in 

direct connection with the process of acces-

sion to the European Union and the efforts 

to coordinate the national and Laeken indi-

cators. The paper deals with the causes and 

extent of poverty in Serbia in the period after 

the „democratic changes“ of 2000, having in 

mind both the political, economic and social 

indicators, and the actors of change. 

The analysis of the effects brought about 

by the social and economic reforms has 

been carried out with a view to arriving at 

a critical review of the radical approach to 

changes, which caused a further drop of the 

living standard of the population. The results 

of the research made thus far confirm the 

starting hypotheses and make it possible to 

gain an insight into the actual situation in 

the social sphere, as far as social inclusion 

is concerned. A special focus has been laid 

to the analysis of the current effects of the 

global economic crisis and its consequences 

for the further reform of the social assistance 

system. In particular, the paper analyzes the 

measures proposed for the pension system 

reform agreed with the IMF with a view to 

consolidating the government budget and 

reducing public expenditures. 

Key words: poverty, social inclusion, tran-

sition, social reforms, Laeken indicators, the 

global financial crisis, pension reforms. 

Background and a Brief 
Analytical Outline

In the previous two decades, the pr ocess of 

transition and changes in Serbia was followed 

by an increasingly visible social differentia-

tion of the population. Structural changes in 

the economy have been directed toward the 

privatization of state-owned companies and 

market liberalization, resulting in destruction 

of giant industrial complexes, massive lay-

offs and unemployment. The deteriorating 

living standard and increase in the number 

of the so-called “losers from the country’s 

process of transition” have resulted in the 

impoverishment of a significant proportion 

of the population who proved incapable of 

satisfying their basic needs in the situation of 

unfavorable economic trends. Research has 

shown that the elderly and children, women, 

young people without jobs, refugees and in-

ternally displaced persons, as well as some 

ethnic groups (such as the Roma population) 

are especially exposed to the risk of poverty 

and social exclusion. 
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The state scheme of assisting and sup-

porting the poor in Serbia can no longer pro-

vide them with the basic level of security; it 

can cover neither the basic risks, nor ensure 

adequate financial means to this end. The 

reform of the “generous socialist welfare 

state” by measures promoting an “active 

social policy” can be described in terms of 

modifying the role of the government and 

strengthening the individual responsibilities. 

In the situation of unfavorable economic 

trends and problems with employment, it 

means that previously established rights 

have been waived and the problems can-

not be adequately solved. Having embraced 

the neo-liberal concept of reforms and given 

the negligible role of trade unions and civil 

society, the government had to outline a 

strategic framework of actions, which en-

compasses all the social partners and aims 

at introducing changes in the country’s so-

cial sphere. 

The process of Serbia’s future accession 

to the European Union has brought into 

focus the discussions about the conditions, 

which have to be fulfilled in the area of so-

cial policy, i.e. the issue of social inclusion. 

First steps have been made regarding the 

elaboration of instruments for measuring 

poverty risk, in compliance with the Laeken 

indicators and national specificities. It is only 

the beginning of all the activities, which the 

country has to accomplish in the European 

year (2010) of fighting poverty and social ex-

clusion and which should contribute to the 

provision of a minimal level of security for 

the groups and individuals at risk. The elabo-

ration of an adequate social inclusion policy 

is a challenge for scientists and experts, state 

bodies and institutions, unions and employ-

ers, NGOs and other actors in the state alike. 

We hope that the solutions to be adopted 

will be based on the European values and 

democratic principles. 

Political Framework and 
Actors of Changes

The process of post-socialistic tra nsition in 

Serbia has taken place in several phases. The 

first period (the so-called „blocked transfor-

mation“) is typical for the last decade of the 

past century, while the events after 2000 (or 

the so-called „de-blocked transformation“) 

are being regarded as the true beginning of 

transition. The decade after the “democratic 

changes“ (i.e. the period between 2000 and 

2010) has been characterized by a short pe-

riod of optimism based on rashly given prom-

ises about quick recovery and the certainty of 

Serbia’s European perspective. The conflicts 

and disintegration of the democratic coalition 

(DOS), and the frequent elections and chang-

es of governments, however, slowed down 

the transition process and resulted in the de-

lay of accomplishing the reform objectives. 

The whole process of changes has been ac-

companied by the unsolved status of Kosovo 

and Metohija and the pressure of the interna-

tional community to extradite those accused 

of perpetrating war crimes. The formation of 

“unprincipled coalitions” based on party and 

personal interests can be connected with the 

inability of the government to solve the prob-

lems stemming from corruption and crime. 

The first wave of political and economic 

changes in Serbia took place during the cri-

sis on the territory of ex-Yugoslavia, which 

resulted in the disintegration of the country 

and the establishment of independent coun-

tries (ex-Republics). The war, the sanctions 

imposed on the country (UN 1992), and the 

economic crisis produced the drop in the 

GDP, the unprecedented inflation (in 1993), 

the reduction of salaries (to DM 5 – 10 per 

month), the rise of unemployment, poverty, 

and finally brought about the economic col-

lapse. In January 1994, the problem of hy-

perinflation was solved, a slight increase in 
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industrial output was reported, but the situ-

ation did not significantly change even after 

the elimination of the so-called exterior wall 

of sanctions. NATO‘s bombing of Serbia, the 

destruction of industrial, infrastructural and 

civil facilities, the high number of victims, and 

the military defeat accelerated the process of 

political changes. 

The new „democratic Government“ (2000) 

prepared a package of reform proposals, the 

goal of which was to „create a real market 

economy“ and a „strong social policy“ in order 

to help out the „losers from the transition pro-

cess“ to endure the difficulties caused by the 

restructuring of the economy and to provide 

them with a minimum of living standard. The 

shaping of these reforms was led by ideas and 

strategic aims defined by the Ministry of La-

bor and Social Policy, but the liberally oriented 

Ministry of Finance had the final say on them. 

With time, the strong reformative enthusiasm 

lost its intensity and „transition fatigue“ began 

to emerge when it came to solving the diffi-

cult issues and problems brought on by the 

negative effects of reforms. A change of at-

titudes and roles took place in the period of 

frequent elections, new governments, weak 

trade unions, and quite anonymous Ministers 

of Labor and Social Policy. 

The period after the “democratic chang-

es” of 2000 has been characterized by re-

forms directed towards the formation of a 

macro-economic base for a sustainable and 

stable economic development. By 2008, dy-

namic economic growth and price and ex-

change rate stability were achieved, along 

with the constant growth of foreign ex-

change reserves. In the situation of liberaliza-

tion of domestic and international trade, the 

state-owned companies and the banking sys-

tem were privatized, and many changes were 

introduced to the tax system and the public 

finance sector. In the mid-2008, a decelera-

tion of economic growth was reported, but 

the real effects of the global crisis came to 

be seen in 2009, despite the forecasts that 

Serbia and other countries of the Western 

Balkans could avoid the most serious impact 

of the crisis. The latest forecasts and official 

projections have pointed to positive develop-

ments during 2010 and some modest eco-

nomic growth. 

Basic indicators of economic trends (growth rates, in %) 

2001 2002 2003 2004 2005 2006 2007 2008 2001/08

GDP, actual 
growth

5,6 3,9 2,4 8,3 5,6 5,2 6,9 5,4 5,4

Number of 
employed

0,2 -1,7 -1,2 0,5 0,9 -2,1 -1,1 -0,1 -0,6

Net salaries 16,5 29,9 13,6 10,1 6,4 11,4 19,5 3,9 13,7

Labor 
productivity

5,2 0,54 3,7 7,8 4,7 7,5 8,1 5,6 6,0

Source: RZR, 2009: 17. 

The nature of social problems and the se-

verity of the situation of the majority of the 

Serbian population influenced the character 

and aims of social reforms in the period of 

transition and changes. In the first months of 

2000, the most urgent problems were solved 

(electric power and food supply, regular pay-

ments of pensions, salaries and social support 

benefits), with the direct assistance of the 

international financial institutions and vari-
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ous donors. Parallel to that, a new policy in 

the field of social assistance was formulated. 

It was coordinated by the Ministry of Social 

Affairs and assisted by international financial 

institutions such as the World Bank and the 

IMF, as well as by the governments of donor 

countries. Economic recovery and positive 

economic trends had a favorable impact on 

the living standard increase, primarily due to 

the dynamic growth of salaries and pensions. 

However, net average salaries as a whole 

have been significantly lower compared to 

other European countries and countries in the 

neighboring regions. 

The social security and health insurance 

system (including old-age, unemployment, 
and disability social security contribution 
schemes, and health insurance contribution 
schemes) was reformed with a view to re-

moving the observed systemic shortages and 

creating the basis for the construction of a 

financially sustainable system. The process 

of radical changes based on neo-liberal prin-

ciples and the World Bank’s concept started 

in 2001 with the pension reforms. Later on, 

the social assistance and children’s protection 

systems were also reformed, which aggra-

vated the situation of their beneficiaries. The 

radical reform endeavors also required solv-

ing the problems of financial sustainability 

and competitiveness of the social protection 

system, as well as the creation of conditions 

for overcoming the crisis in the process of 

enforcing the guaranteed rights. The decade 

of reforms and challenges posed by the crisis 

also required to consider the adequacy of the 

implemented concept and to eliminate the 

problems stemming thereof. 

The absence of political consensus inside 

the country enabled the international financial 

institutions to impose their strong influence, 

while the orientation towards joining the EU 

was often used as an excuse for concealing 

problems, which were caused by the Gov-

ernment‘s wrong decisions. The most influ-

ential international actors in the social policy 

reforms in Serbia, much like the situation in 

the majority of other countries in transition, 

were the two leading international financial 

institutions – the World Bank and the IMF. 

The European Union (with the Delegation of 

the European Commission and the European 

Agency for Reconstruction) was dealing with 

the social policy problems to a much smaller 

extent. The UNDP saw its place mainly in the 

field of assisting to build the local capacities 

for social development, while the ILO acted in 

its traditional fields, including labor standards, 

labor legislation, social dialogue and tri-partite 

negotiations, as well as pensions. Finally, there 

was a significant number of bi-lateral develop-

ment agencies, such as the USAID, DfID and 

others, among the actors influencing the elab-

oration of Serbia’s social policy. 

The Extent and Characteristics of Poverty 

Studies of poverty in Serbia indica te the re-

duction of poverty risk over the last decade. 

According to the Living Standard Measure-

ment Survey (LSMS) data32, the number of 

people living in poverty between 2002 and 

2007 was halved, which means that one 

of the goals of the Poverty Reduction Strat-

egy Paper of 2003 has been accomplished. 

In 2002, 14% of population, or one million 

people, were poor and five years later (2007), 

6.6% or 490 000 people only lived in pov-

erty. The positive changes are interpreted as 

a result of economic growth, the increase of 

incomes and pensions, and of social transfers 

and remittances. 

32 In LSMS from 2002, the poverty line was calculated to stand 
at 4 489 dinars, and in 2007 it was set at 8 883 dinars, where-
by the methodology was slightly modifi ed. If we use the same 
modifi ed method to the 2002 LSMS, the poverty line would be 
5 234 dinars.
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Poverty in Serbia (%) 

2002 2007

Percentage of people living in poverty, total 14,0 6,6

Percentage of children living in poverty age 0-5 12,5 8,7

Percentage of children living in poverty age 6-14 14,3 9,5

Percentage of the elderly living in poverty age 65+ 19,9 9,6

Source: The Living Standard Measurement 
Survey (LSMS), 2002 and 2007. 

Poverty is still mainly a rural phenomenon 

and it is characterized by great regional dis-

parities. The poverty index in 2007 ranged 

from approximately 3% in the urban areas of 

Belgrade up to the 18.7% in the rural areas of 

South Eastern Serbia. Poverty mostly strikes job-

less households (19.7%), with the poverty rate 

decreasing with the higher level of education, 

without a notable difference between genders. 

„Children and the elderly tended to face a high-
er risk of poverty than the rest of the popula-
tion. The higher risk of poverty is still among the 

elderly (65+) and their status compared to the 

average of the population remained almost the 

same. Even though in 2007 the percentage of 

the elderly that lived in poverty was significantly 

lower compared to 2002 (9.6% in comparison 

with 19.9%), the risk of poverty is around 40% 

which is much higher than among the rest of 

the population. In 2007, the elderly represented 

17.4% of the population and 25.3% of all peo-

ple living in poverty” (LSMS, 2008: 21). 

Huge regional differences in economic de-

velopment and the living standard are a sig-

nificant factor of poverty in certain areas. The 

transition deepened the differences between 

urban and rural areas, which resulted in an 

increase of the poverty rates in the areas, in 

which the previously state-owned companies 

and large-size industrial complexes collapsed 

and suffered from unsuccessful privatiza-

tion and restructuring. At times, apart from 

the underdeveloped part of South Serbia, 

the east, central and some parts of western 

Serbia became regions with low economic 

efficiency. Consequences of these economic 

disparities are visible through the different 

poverty rates, since poverty is directly related 

to the degree of economic development. The 

results about the regional differences in 2007 

were quite disturbing, as the poverty index 

was 3% in the urban area of Belgrade and 

18.7% in the rural parts of South Eastern Ser-

bia (LSMS, 2007). 

Poverty indicators by labor market status (%, 2007) 

Poverty rate Distribution of the poor
Distribution of overall 

population

Active 5,6 51,6 60,5

Employed 4,7 39,9 56,6

Unemployed 19,7 11,7 3,9

Inactive 8,1 48,4 39,5

Total 6,6 100,0 100,0

Source: Krstic (2008) based on LSMS of 2002 and 2007. 
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The labor market status is also an impor-

tant indicator of poverty. The great majority 

of poor people live in households with an 

unemployed breadwinner (19.7%). At the 

same time, in 2007 (LSMS) households where 

adults worked were less likely to be at risk of 

poverty. Poor people mostly live in households 

with an inactive member (12.2%) and with-

out employed members (11.1%). An in-depth 

analysis shows the full scope of the problem 

and reveals that the majority of household 

at risk of poverty are those with working 

adults (81.4%). The higher level of education 
decreases the risk of poverty and according 

to the Living Standard Measurement Survey 

of 2007 there were no poor people among 

those with a higher level of education. People 

with disabilities are at greater risk of poverty. 

In 2007, 8.13% of the disabled individuals 

lived in poverty, and 68.5% of them were 

older than 60 years of age. 

The real picture of poverty in Serbia be-

comes a little bit different, if we take into 

consideration the status and living condi-

tion of the vulnerable groups, especially 

refugees, internally displaced people, and 

the Roma population. Poverty among the 

Roma is extremely high and in 2007 almost 

half of the population (49.2%) was living in 

poverty. “Among the households living in 

poverty, there is an extremely high percent-

age of those, which consist of a single indi-

vidual, older than 65 years of age, and the 

same refers to the Roma people (43%) and 

the refugees and internally displaced per-

sons (50%)… If we look at the poverty rate 

according to the age structure of the Roma 

people, the elderly and children (younger 

than 16) are at a greater risk of poverty than 

the rest of the Roma population: 68% of the 

elderly and 63% of children in comparison 

with the 11% and 16% poverty rate of the 

same age structure within the indigenous 

population. Among the refugees and the 

internally displaced persons, children and 

young people are at greater risk of poverty, 

especially those aged 16 to 24 (45%) and 

younger than 16 (41%)” (UNDP, 2006: 6). 

Social Welfare and Social Inclusion 

Social welfare in Serbia is organized accor d-

ing to traditions, social attitudes, economic 

possibilities, and the decisions of major pub-

lic institutions. The institutional grounds for 

social assistance consist of social and child 

welfare systems, and since the 1990s the 

role of the local community and the civil 

sector has become more significant. Within 

the social and child welfare system in Serbia 

there is a great number of programs tar-

geting the people who live in poverty and 

face social exclusion, especially: large fami-

lies, single parent families, children without 

parents, war veterans, civil victims of wars, 

children and the elderly. Unfortunately, 

even though there is a great number of so-

cial programs, the current social safety net 

is inefficient in securing the adequate level 

of social protection for those in need. 
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Households receiving social assistance (in %, 2002, 2007) 

Kind of program 2002 2007

Number of households receiving social welfare 
support and assistance

2 435 738

Benefits for external care and assistance 1,7 3,1
Protection of veterans and disabled from the war 0,2 0,4
Protection of civil victims of war 0,0 0,1

Material provision for families (MOP) 1,1 1,4

Humanitarian aid 3,4 0,2

One-off municipality welfare support 0,5 0,1
Children’s allowance 10,1 8,2
Parental (maternity) allowance 0,4 0,6

Alimentation 0,6 0,6

Source: LSMS, 2007. 

The basic programs of cash transfers are 

meant for family material provision (MOP), chil-

dren allowances, and benefits for external care 

and assistance. The material provision for fami-

lies is a means tested and state funded cash 

benefit, which is redistributed by the municipal 

centers for social work. The MOP amount is 

defined as the difference between the specif-

ic household income and the official poverty 

line. Within the social welfare system, benefits 

for external care and assistance, provided by 

a caregiver, are designed for the recipients of 

MOP who fulfill the requirements provided by 

the laws. Children allowances have an impor-

tant place among the other social programs, 

because of the large number of their recipients 

and the resources spent on this item. 

State financed programs for the poor are 

quite modest and do not provide assistance 

and support for all the people experiencing 

social need. The legal requirements for the 

enforcement of the right to material provision 

for families and the actual financial limita-

tions of social welfare budgets are the main 

determining factors for the selection of ben-

eficiaries, also taking into account their socio-

economic status, the number of individuals, 

and the structure of families. It is thus that the 

actual amount of the monetary benefit is fi-

nally arrived at. The entitlement requirements 

for acquiring the right to social welfare sup-

port are very unfavorable. This led to the fact 

that in 2007 only 50 000 households were 

granted the right to family material provision. 

The official poverty line is lower than the ab-

solute poverty line used in the Living Standard 

Survey and that is the reason why the amount 

of social benefits is insufficient to cover ba-

sic needs. Social welfare reduces the risk of 

poverty but does not guarantee an adequate 

level of material security in the group of old 

age beneficiaries. 

Of late, poverty has been analyzed within 

the context of social exclusion or social inclu-

sion in society at large. The introduction of 

these new notions is strongly linked to the de-

velopment of social policy and the better co-

ordination between the different social policy 

models in the EU. For Serbia, it is extremely im-

portant that the countries undergoing the pro-

cess of EU accession, should be obliged to de-

velop their own Joint Inclusion Memorandum 

(JIM), which consists of the description of pov-

erty in every single country and the measures 

recommended for its reduction. The countries 

in the region (Croatia, Bosnia and Herzegovina 
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and Macedonia) are making final preparations 

for creating their respective JIMs and are pub-

lishing their reports on poverty and social ex-

clusion. The significant part of this research is 

dedicated to the analysis of the shortcomings 

Laeken indicators in 2007 

Serbia EU-27

Financial poverty

a) At risk of poverty rate 9 238 RSD -
b) Poverty risk rate after social transfers 22,4% 16%

c) Inequality in the distribution of incomes, quintile relation 6,4% 4,8%

g) Gini coefficient 30,0% 30%

Employment

a) Long-term unemployment rate 14,7% 3,0%
b) Ratio of long-term unemployment 81,3% 42,7%
c) Very long unemployment rate 11,8% 2,1%
d) Activity rate 51,0% 70,9%
e) Employment rate 51,5% 66,0%

f) Structure of employment according to the professional status 

- employed 73,1% 84,0%

- self-employed 20,1% 14,4%

- contributing family members 6,8% 1,6%

f) Participation of the employed for less than 15 hours per week 1,2% -

g) Participation of the informally employed in the total 
unemployment rate

35,0% -

h) Structure of the unemployed in different sectors

- industry (with construction industry) 29,4% 27,9%

- agriculture 20,8% 5,1%

- services 49,7% 67%

i) Unemployment rate 18,1% 7,2%

Health

a) Life expectancy at birth 73,8 years 77,7 years

b) Self defined health-status in relation with the level of income 2,6 times 2,4 times

c) People with chronic diseases without a handicap 16,0% -

d) Mortality rate of infants 7,1% 4,6%

e) Mortality rate of children below 5 8,7% -

f) Immunization coverage 98,2% -

Education

a) Coverage with preschool program of children up to 6 years old 39,0% -

c) Coverage with elementary education of children 7-14 years old 98,4% -

d) Rate of elementary school education drop-outs 0,4% -

e) Coverage with secondary education of children 15-18 years old 78,0% -

f) Rate of secondary school education drop-outs 2,3% -

in the implementation of the Laeken indica-

tors because of the absence of compliance of 

the available statistical data. At the same time, 

every country is trying to develop priorities de-

fined in accordance with its specific level of 

economic, social and demographic development. 

Source: UNDP, 2009: 71. 
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The wide scope of different issues related 

to the social exclusion phenomenon is subject 

of numerous documents (the Poverty Reduc-

tion Strategy Paper, the Millennium Develop-

ment Goals, the Employment Strategy, the 

Strategy for Sustainable Development, etc) as 

well as research papers on the social inclusion 

of vulnerable groups (the poor, refugees, in-

ternally displaced people, Roma people). The 

results of this research effort demonstrate 

both the causes and the scope of poverty 

among the population in Serbia. The main 

problem, though, is related to the implemen-

tation of the methodology of measuring so-

cial inclusion, because it is neither exhaustive, 

nor universal. It contains limitations in the 

coverage of basic indicators, apart from the 

fact that certain fields are covered by already 

existing surveys and databases. 

The preliminary list of social inclusion in-

dicators in Serbia was prepared at the begin-

ning of 2009 and these indicators will be used 

for the reports on this subject in the future. 

The main objective is to create a common 

ground for the development of policies for re-

ducing social exclusion. The measurement of 

social inclusion will be conducted according 

to the primary Laeken indicators, which in the 

meantime have been supplemented with two 

national-specific dimensions: social partici-

pation and response to basic human needs. 

“The measurement of social inclusion, when 

it comes to responding to basic human needs, 

should provide an insight into the basic living 

conditions. The basic living conditions such 

as housing conditions, food, and clothing, 

are closely related to financial indicators but 

cannot be brought down to them alone. The 

measurement of social participation should 

provide information on the obstacles pre-

venting the socially excluded people from an 

active inclusion in society, from full accesses 

to the various social services, as well as from 

participation in the political and cultural life 

of society” (Monitoring of social inclusion in 

Serbia, 2009: 16). 

In the conclusion of the report on the 

monitoring of the social inclusion indicators 

in Serbia, it is stressed that for most out of 

the 21 indicators, results can be found in the 

regular, official surveys, but they are incom-

patible with the European surveys. Some limi-

tations of the recommended list can be found 

in the difficulties to follow such a long list of 

indicators, as well as the very organization 

of the surveys, the requirement for reporting 

on an annual basis, and the limited techni-

cal possibilities. On the other hand, there are 

some advantages as well, which are, accord-

ing to some experts, related to the well devel-

oped system of social protection and working 

with different vulnerable groups, cooperation 

between public and private institutions, and 

the positive experience from the implementa-

tion of the Poverty Reduction Strategy Paper. 

“The revised indicators of the Poverty Reduc-

tion Strategy Paper contain a great number of 

relevant measures for the monitoring of social 

inclusion in Serbia. If possible, the list should 

be supplemented with some output indica-

tors, which are desegregated according to 

age and gender in order to better understand 

the changes in the status of the deprived 

groups and the at-risk population, includ-

ing Roma people, internally displaced people 

and refugees, the elderly, the disabled and 

the long-term unemployed. For all categories 

mentioned above, data by gender should be 

provided as well” (Kokotovic, 2007: 6). 

The systematic monitoring of social inclu-

sion can also be done by using the existing 

statistical data collected according to the Eu-

ropean and international standards. The Living 

Standard Measurement Survey is extremely 

important, since it already covers some of the 

Laeken indicators and the universal national 

characteristics. Because the issue of social in-

clusion is closely related to the Serbian acces-
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sion to the EU, it is important to remove all 

the obstacles and resolve all the problems. In 

that sense, it is recommended to resolve the 

issues concerning normative shortcomings by 

providing an organizational structure and ac-

tivities, which promote the concept and poli-

cies of social inclusion. 

Reforms in the Current Crisis Situation 

Initial estimates about the impact of t he fi-

nancial crisis on the situation in Serbia range 

from the optimistic ones33 to the warnings for 

the need to prepare adequate state interven-

tion programs. At the end of 2008, the first 

effects of the crisis came to be seen, while in 

the first quarter of 2009 what was massively 

observed was a reduced inflow of foreign 

capital, drop in the domestic and world de-

mand for Serbian products. At the same time, 

the privatization of remaining public compa-

nies came to a halt, coupled with the termina-

tion of concession contracts, more prominent 

illiquidity of companies, and increased unem-

ployment. Faced with the problems of repay-

ing its debts, the inflation and huge budget 

deficits, the Government started negotia-

tions with the IMF in March 2009. Based on 

the agreements reached, a proposal for new 

measures for overcoming the crisis and cover-

ing the budget deficits was made, relying on 

the decrease in public expenditures on pen-

sions and solving the problem with the exces-

sive number of employees in the state admin-

istration. In the meantime, first steps in the di-

rection of reforming the pension system and 

enacting regulations for laying-off the surplus 

of employees in the state institutions on both 

the local and higher levels were made. 

“It is widely recognized now that the crisis 

has not avoided Serbia, and that it poses a seri-

ous threat to the achievements in the spheres 

of human development, stability and economic 

progress, accomplished during the current de-

cade. The long-term threat, however, is that 

the crisis ended, strictly speaking, with a whole 

cycle of economic growth based on the growth 

of demand and consumption, which was trig-

gered by significant capital inflows. The exit 

strategy will not be one of returning to this 

old model, it will be rather necessary to place 

the foundations of a new development model, 

based on greater reliance on the country’s own 

real sources of growth” (Krstic et al., 2010: 6). 

The first indications of the crisis in Serbia 

were seen in the banking sector (with panic-

stricken people withdrawing their savings) and 

the dramatic fall of the national currency ex-

change rate and subsequent devaluation. The 

National Bank spent a significant amount of 

foreign currency reserves in order to stabilize 

the national currency and decrease the infla-

tion pressure. The crisis resulted in the drop of 

public revenues and growth of expenditures, 

especially for social transfers. The first act of 

the Government, which was supposed to be a 

response to the economic crisis and its impact 

on the Serbian economy, was the Framework 

program adopted at the end of 2008.34 The 

measures planned in the area of savings and 

reduction of public consumption were aimed 

at the increase of economic competitiveness, 

along with the stimulation of the “state’s social 

nature”. The Plan envisages the protection of 

the most vulnerable categories of the popula-

tion and “going through and overcoming the 

crisis so as to experience it as a modest slowing 

down rather than a drop of the living standard 

and return to the years of poverty” (Frame-

work program, 2008: 8). 

The world financial crisis turned into a world 

economic crisis in 2009 and it manifested itself 

in the form of an “unemployment crisis with 
33 In the middle of 2008, the Minister of the Economy and 
Regional Development, Mr. Mladjan Dinkic, envisaged accel-
erated economic growth, more foreign investments, and an 
increase of the employment rate.

34 The Economic Crisis and Its Impact on the Serbian Economy, 
www.srbija.gov.rs
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special consequences in the social sphere”. To 

elaborate specific intervention measures was 

especially urgent in countries, which have not 

completed their transition cycles yet. The eco-

nomic policy intervention package of the Ser-

bian government has been directed toward: 1. 

enhancing economic growth (increase of do-

mestic demand, solvency, improving expertise 

and investments); 2. social measures (support 

for the most disadvantaged groups of the pop-

ulation, e.g. beneficiaries of social assistance, 

the unemployed, and people over 65); 3. the 
rationalization of government expenditures on 

all levels; 4. infrastructural measures (investing 

into European Corridor X, reconstruction of lo-

cal infrastructure, construction of social hous-

ing, modernization of public companies, de-

velopment of rural infrastructure); 5. monitor-
ing and adjustment of packages of measures 
depending on the type of economic problems 
(RZR, 2009: 12). 

The social effects of the crisis have become 

especially visible on the labor market. The 

employment rate has been decreasing, while 

unemployment has been on the rise. All pro-

jections point out that the unfavorable situa-

tion on the labor market will remain the same 

over the coming period of time. According to 

data from the Labor Force Survey, the number 

of the employed in Serbia has dropped by al-

most 160 000 or about 6% of the labor force 

for only a year (2008–2009). This has affected 

the drop of the employment rate from 53.5% 

to 50.8%. In the same period, the number 

of the unemployed has increased by 30 000, 

which has altered the unemployment rate 

from 14.7% to 16.4%. The negative effects of 

the labor market crisis in Serbia have become 

especially pronounced in the category of the 

“vulnerable groups”, such as the refugees and 

internally displaced people, the disabled, and 

some ethnic minorities (the Roma population), 

the young, women, older workers, the rural 

population. The effects of the crisis can also be 

seen in the increased poverty rate from 7.8% 

in 2008 to 9.2% in the first half of 2009. 

In Serbia, the issue of pension decrease 

has dominated the discussions on elaborating 

measures intended to cushion the negative ef-

fects of the crisis. An arrangement with the 

IMF provides for freezing pensions in 2009 and 

2010 and reforming the system with a view 

to attaining its financial sustainability and de-

creasing its dependency on budgetary funds. 

In order to realize that objective, the following 

measures were proposed: further reform of the 

system, raising the retirement age and equal-

izing the retirement age for men and women 

(65 years), as well as changing the indexation 

formula and eliminating some privileges. The 

draft new Law is being currently prepared and 

an intensive discussion with the IMF has been 

held on the modalities of these reforms, with 

significant differences in reform approaches. 

The uncertainty and worries expressed by cur-

rent and future pensioners refer to the minimal 

level of pension benefits, having in mind the 

fact that it is the elderly that are most exposed 

to poverty, and that the poverty risk increases 

whenever a crisis strikes. 

Share of the average pension in an average net salary in Serbia 
(received by the employed population) 

Year
Net salary Average pension

Share in salary
In RSD In EUR In RSD In EUR

2001 5 381 90 4 865 82 90%
2003 11 500 177 8 109 123 70%
2005 17 443 210 11 650 141 67%
2006 21 707 258 13 406 159 62%
2007 27 759 347 14 996 187 54%
2008 32 746 401 19 386 238 59%

Source: RFPIO, 2009 
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The global economic crisis accelerated the 

process of pension reforms and brought to 

the fore the problems of providing social se-

curity in new conditions. Providing minimal in-

come to old age people, the investment risks 

and the loss of private pensions value have 

all become especially important issues. On the 

global level, the crisis consolidated the opin-

ion about the importance of public systems, 

which are both resistant to economic shocks 

and have built-in redistribution mechanisms. 

Saving money on a private account is exposed 

to higher risks, due to very nature of invest-

ments and the potential possibility for making 

wrong choices. The changes in pension poli-

cies have been directed toward reducing the 

negative effects of the crisis and increasing 

the commitment of the state. Except for some 

radical cases35, the majority of countries opt-

ed for measures such as adapting to changing 

conditions, stimulating longer employment, a 

further increase of the retirement age, and 

limiting the possibilities for early retirement. 

Measures such as securing financial stability 

and providing adequate pensions are directed 

towards reducing the poverty risk and en-

hancing the social inclusion of elderly. 

Not all countries and individuals are affect-

ed by the crisis to an equal extent. The stron-

ger economies are more resistant to fluctua-

tions on the financial markets and have better 

possibilities for intervention with a view to re-

viving the economy. The governments of the 

economically developed countries have taken 

measures in the form of direct or indirect sup-

port to the poor elderly people in their re-

spective countries. In a situation of monetary 

instability and aggravated conditions on the 

labor market, developing countries have limit-

ed possibilities for interventions in the area of 

providing a minimum of security for their old 

age population. The actual discussions about 

the pension reforms refer to the introduction 

of non-contributory “social pensions” in or-

der to guarantee a minimum level of protec-

tion to disadvantaged people in their old age.

35 In November 2008, Argentina nationalized its private pen-
sion funds, which had lost almost a half of their value, with the 
offi cial justifi cation that this was necessary “in order to protect 
the savings of pensioners and employees”.
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36 For more information see at http://ec.europa.eu/eu2020/in-
dex_en.htm, the Commission Communication of 03.03.2010, 
COM(2010)2020 “Europe 2020: A strategy for smart, sustain-
able and inclusive growth”, as well as: http://ec.europa.eu/
eu2020/pdf/COMPLET%20EN%20BARROSO%20%20%20
007%20-%20Europe%202020%20-%20EN%20version.pdf 
and read SOLIDAR’s contribution to Europe 2020 consultation 
launched in November 2009, 
http://www.solidar.org/Page_Generale.
asp?DocID=13958&thebloc=23120
37 See e.g. http://www.solidar.org/Page_Generale.
asp?DocID=13958&thebloc=23933
38 More info: http://www.solidar.org/Page_Generale.
asp?DocID=13958&thebloc=24375
39 See http://ec.europa.eu/social/main.jsp?langId=en&catId=637 
and http://www.endpoverty.eu/-HOME-.html

Social Inclusion and the 
Promotion of a Social Europe: 
Concepts and Frameworks 
at the EU Level – Selected Data 
and Chall   enges across Europe 

Mathias Maucher 

Introduction – Structure of Contribution 

The following article focuses on selected is-

sues of a presentation entitled “ Social Policy 

Options for the European Union”, which was 

delivered during the session on “Social Inclu-

sion and the Promotion of a Social Europe” at 

the Regional Seminar on the topic of “Social 

Inclusion: National and Regional Policy Priori-

ties for a Social Europe”, organized by the 

Friedrich-Ebert-Foundation and held on Octo-

ber 19th 2009 in Sofia. 

To start with, the article elaborates on the 

main concepts used in relation to social in-
clusion in its section 2. In section 3, the ar-

ticle deals with the policy instruments in the 
field of social inclusion as conceptualized and 
implemented at the EU-level. Section 4 con-

tains additional references to selected issues 

around the EU social inclusion strategy in the 

countries in South Eastern Europe. In the fifth 

section it presents selected data to illustrate 

different facets of poverty and social exclu-

sion across Europe, in particular on the back-

ground of the current crisis. Particular atten-

tion is devoted to EU-level strategies meant 

to face the economic and social challenges 

of the crisis. In its sixth section, the article 

introduces the concept of a European Social 
Model, before presenting an outlook in sec-

tion 7, and then goes on to provide links to 

the SOLIDAR documents and projects related 

to “social inclusion” and/or South Eastern Eu-

rope under section 8. 

The included data and information basi-
cally refer to the situation as of October 2009. 

The new developments linked to the financial 

and economic crises and its backwash effects 

on European societies could not be taken into 

account in a systematic manner. 

The same holds true with regards to the 

policy frameworks that have evolved in the 

meantime at the EU-level and are influencing 

the EU policies designed to combat poverty 

and social exclusion in the coming years. 

• It is in this connection that a particular ref-

erence is made here to the “Europe 2020 

Strategy” (the agenda for the next decade, 

which is the follow-up to the expired Lis-

bon Strategy, launched with an EC Com-

munication in November 2009)36, related 

to the various “flagship-initiatives” includ-

ing a “European Platform against Pover-

ty” (as announced in a Communication of 

March 2010)37, as well as the Commission 

proposal of economic and employment 

guidelines (April 2010)38 in accordance 

with the Europe 2020 Strategy; 

• A mention is also made of the European 

Year 2010 for Combating Poverty and 

Social Inclusion39 that can be considered 

a milestone in the EU-level initiatives and 

activities to address the challenges facing 

all European societies owing to the higher 

incidence of poverty and social exclusion 

in most countries in recent years and ad-

ditionally fuelled by the current crisis; 
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• We also need to mention the Lisbon Treaty 
here, ratified in December 2009, as well 
as the new legal framework of the Euro-
pean legislation drafting and policy making, 
bringing about important changes and in-
novations40. It includes an extended list of 
EU objectives in the fields of employment, 
health and social inclusion, too. The Lisbon 
Treaty will be instrumental in safeguarding 
individual and collective rights enshrined in 
the Charter of Fundamental Rights. It con-
tains horizontal social clauses for the first 
time ever. The Lisbon Treaty also gives a 
high profile to the role of services of general 
interest (SGI), amongst them social services, 
and calls upon Member States and the EU 
to set up financial, economic and political 
conditions for their effective functioning; 

• As to governance, the scope for legal and 
non-legal initiatives coming under the co-
decision rule has been extended. The Open 
Method of Coordination (OMC) – for more 
info see the section Main Components of 
Social Inclusion Policies at EU Level and 
Their Key Features – has been finally codi-
fied in a Treaty text. And last but not least, 
institutionalized civil dialogue, including 
the right to petition as a citizens’ initiative, 
has become an important feature and ma-
jor tool of participatory democracy. 

• Finally, a more indirect, albeit rather deci-
sive impact on the role and design of social 
inclusion policies stems from an intensified 
European integration by implementing the 
fundamental freedoms of the internal mar-
ket, alongside the application of commu-
nity competition (including state aid) and 
economic law (including public procure-
ment and the internal market). This can 
be particularly beneficial for employment, 

health and personal social services. 

Social Inclusion – European Perspectives 
and the FES Country Studies 

The highly instructive Bulgarian country re-

port “S ocial Inclusion – Policy Priorities for 

Bulgaria” elaborated under the FES Social In-

clusion in the Western Balkans Project refers 

to two key concepts used by the European in-
stitutions when devising policies and tools to 

fight poverty and social exclusion, by quoting 

the 2004 Joint Social Inclusion Report: 

• “Social exclusion is a process whereby cer-

tain individuals are pushed to the edge of 

society and prevented from participating 

fully by virtue of their poverty, or lack of 

basic competencies and lifelong learning 

opportunities, or as a result of discrimina-

tion. This distances them from job, income 

and educational opportunities, as well as 

from social and community networks and 

activities. They have little access to power 

and decision-making bodies and thus often 

feel powerless and unable to take control 

over the decisions that affect their day to 

day lives”. (Country Report Bulgaria, p. 7) 

• “Social inclusion is a process which en-

sures that those at risk of poverty and so-

cial exclusion gain the opportunities and 

resources necessary to fully participate in 

the economic, social and cultural life and 

to enjoy a standard of living and well-

being that is considered normal in the 

society, in which they live. It ensures that 

they have greater participation in decision 

making, which affects their lives and ac-

cess to their fundamental rights” Country 

Report Bulgaria, p. 7) 

The two definitions show that both the 

exclusion from, as well as the inclusion in, our 

societies are conceptualized as multi-faceted 

phenomena and as processes, resulting from 

various dynamics. They also illustrate a broad 

understanding of the challenges related to 

the integration into the labor market and 

40 Further reading: The Reform Treaty – a fi rst look at its social 
and citizenship dimension by SOLIDAR (12/ 2008), http://cms.
horus.be/fi les/99931/MediaArchive/social_policy/contribution-
Reform-Treaty-tiempo-de-paz-E.pdf. The English version of the 
article is published in: Movimiento por la Paz, el Desarme y la 
Libertad (MPDL) (2009): Revista TIEMPO DE PAZ, N° 87. Madrid
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41 For instance, the authors of the Country Report of Romania 
state that for the purpose of their analysis the socially excluded 
are “those who do not have an income that would buy them 
and their families a standard of living in line with the national 
mainstream”. Stating their awareness of the fact that there are 
other, non-material dimensions to social exclusion, they consider 
as socially included “those who enjoy the essential elements of 
real income even though they might be poor in terms of com-
parative real income”. And this is done for a good reason, as the 
authors claim that the political agenda needs to focus on a lim-
ited number of issues and “the attempt to tackle all aspects of 
social exclusion in a comprehensive strategy at once easily diverts 
energy and resources from achievable priority goals”.

42 And this on the background of widespread resistance against 
the reassertion of state rights, as mentioned in the Country 
Report of Romania, the authors of which rightfully conclude 
that there is a need to re-empower state authorities as agents 
of public interest.

into society by mentioning the four spheres 

of economic, social, cultural and political life. 

The social inclusion concept follows a rights-

based approach, linking decent levels of liv-

ing and working conditions to fundamental 

rights nobody should be denied access to. 

It underpins the importance of policies that 

allow everybody to benefit from equal op-

portunities, from resources to prevent him/ 

her from social exclusion and from protec-

tion against discrimination. In mentioning “a 

standard of living and well-being that is con-

sidered normal in the society” people live in, 

the social inclusion definition implicitly alludes 

to the concept of “quality of life” that clear-

ly reaches beyond the ambition of meeting 

purely basic needs or basic levels of participa-

tion. It goes without saying that these terms 

all are open to interpretation and need to be 

filled with meaning in space and time. How-

ever, they are essential points of reference 

when designing and implementing strategies 

and programs at the EU level, even more so 

now with the ratification of the Lisbon Treaty. 

The country studies commissioned by FES 

elaborate on four pillars, which are essential 

for the sustainable social inclusion of each 

and every in a given community: education, 

health care, employment and social services 

(comprising social assistance as well). As far 

as the countries under scrutiny are concerned, 

insofar they have been applying a slightly dif-
ferent concept of social inclusion41 compared 
to the EU-level concept sketched out above; 

and they rightfully do so, because they all an-

alyze the output and outcome, the achieve-

ments and shortcomings of schemes and pro-

visions, both of basic or minimum nature and 

beyond, within the national welfare states, 

all undergoing at the same time processes 

of transformation and modernization42. They 

deal with institutional arrangements that ba-

sically fall into the exclusive competence of 

the individual EU Member States. EU policies 

in the field of fighting poverty and social ex-

clusion, however, focus more on 1) common 

principles; 2) convergence of policies; 3) ex-

change of good practice and experience, and 

4) the setting up of participatory modes of 

governance across the EU, leaving the con-

crete design of schemes and measures to the 

discretion of governments and public authori-

ties at national, regional and local level. 

The Country Report of Romania lists a num-

ber of key challenges for social inclusion that ap-

ply across Europe, although to different degrees 

in different countries, and also play an impor-

tant role at the EU-level: 1) Access to education, 

health care, employment, social services; 2) Bar-

riers to access and/or non-equal opportunities 

for vulnerable groups or disadvantaged wom-

en, men and children; 3) Quality of institutions 

and services; 4) Urban-rural division; 5) Special 

needs of and conditions for ethnic minorities, 

such as the Roma population. These are good 

examples of other elements highlighted in the 

Country Studies of Bulgaria, Macedonia, and 

Romania, which are in line with issues of prior-

ity concern at the EU level: 1) access to quality 

services (requirements: availability, affordability, 

non-discriminiation, technical accessibility, e.g. 

for persons with disabilities, user involvement; 

2) implementation of the principles of equal op-

portunities and equal treatment, based on the 

European anti-discrimination legislation; 3) ac-
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tive inclusion; 4) early school drop-out; 5) Euro-

pean minimum standards for minimum income 

schemes (more on this under the section A role 
to be Played by Europe to Promote the Values 
and Principles of the European Social Model 
and Policies Designed to Implement the Objec-
tives of the Lisbon Treaty); 6) policies based on 

fundamental and/ or social rights and stipula-

tion of individual entitlements to benefits. 

Interestingly enough, the proposal to de-

fine policy priorities and to set targets for mea-

suring progress made as suggested, e.g. in the 

Country Studies of Bulgaria, Macedonia and 

Romania, is also fully consistent with the meth-

odological approach of the Open Method of 

Coordination (OMC) in the field of social pro-

tection and social inclusion (the section Main 
Components of Social Inclusion Policies at EU 
Level and Their Key Features). Under the OMC, 

what should be defined as well are targets re-

lated to the strategies, which set out the instru-

ments and resources to strengthen the political 

commitment and to increase the pressure on 

governments and public authorities to deliver 

and act in an accountable manner. Therefore 

the national policy makers in South Eastern Eu-

rope could compare the policy priorities pro-

posed in the FES country studies with those de-

fined at the EU-level and should see how the 

current EU strategies and policies could be best 

used to support and amplify national efforts. 

Main Components of Social Inclusion 
Policies at the EU Level and 
Their Key Features 

It is important to recall that the “current genera-

tion” of policies to address poverty and social 

exclusion at the EU level have been developed 

since 2001 as a continuation of former European 

43 Decision No 50/2002/EC of December 7th 2001 establishing 
a program of Community action to encourage cooperation be-
tween Member States to combat social exclusion,http://eur-lex.
europa.eu/LexUriServ/LexUriServ.
do?uri=CELEX:32002d0050:EN:NOT

44 The European Council held in Lisbon in March 2000 agreed on 
the need to take steps to make a decisive impact on the eradica-
tion of poverty by 2010. Member States’ policies for combating 
social exclusion should be based on an OMC combining common 
objectives, National Action Plans and a Programme presented by 
the Commission to encourage co-operation in this fi eld.

anti-poverty programs initiated in the 1970ies. 

The Community Action Program, adopted by 

the EU Parliament and the Council in December 

200143, was launched in January 2002 and was 

implemented for a period of five years. It was 

meant to support cooperation, which enables 

the Community and the Member States to en-

hance the effectiveness and efficiency of poli-

cies meant to combat social exclusion by: 

• improving the understanding of social 

exclusion and poverty with the particular 

help of indicators that allow for making 

comparisons; 

• organizing an exchange of experience with 

respect to policies, which have been imple-

mented, thus promoting mutual learning 

in the context of national action plans; 

• developing the capacity of actors to address 

social exclusion and poverty effectively, and 

to promote innovative approaches. This en-

tailed specific measures to strengthen the 

participation of the various actors and sup-

port for networking at the European level. 

The Community Action Program came 

into the framework of the Open Method 
of Coordination (OMC) in the field of social 
inclusion44. This new instrument is both a 

framework for EU-level policies and defines 

an innovative governance mode as well. 

• It has been implemented with the 2000–

2010 Lisbon Strategy in policy fields where 

the EU lacks primary competence, such as 

poverty reduction, youth, migration, edu-

cation and social protection; 

• In 2001, a separate OMC on social inclu-

sion was set up under the social cohesion 

pillar of the Lisbon Strategy and since then 

has been further developed and spread to 

other policy fields; 
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45 Covering all relevant aspects of social inclusion policies, the 
Employment, Social Policy, Health and Consumer Affairs (EPSCO) 
Council and the Commission jointly adopted the fi fth Joint Report 
on Social Protection and Social Inclusion on 09.03.2009.
(http://ec.europa.eu/employment_social/spsi/joint_reports_
en.htm#2009). It draws on the renewed National Reports on Strat-
egies for Social Protection and Social Inclusion which the Member 
States presented in the autumn of 2008, also taking into account 
the economic crisis which largely developed after the strategies 
were prepared. The aim is for the key messages emerging from the 
report to drive policy efforts in the areas of social protection and 
social inclusion over the next couple of years in the EU-27).
46 For more detailed information also see: http://ec.europa.eu/
employment_social/spsi/common_objectives_en.htm

47 For further reading: http://ec.europa.eu/employment_social/
spsi/common_indicators_en.htm. The methodological frame-
work for the Social OMC consists of a list of primary and sec-
ondary indicators for an overarching portfolio (with a total of 
14 indicators) and the three strands (social inclusion; pensions; 
health and long-term care). They are based on sound EU har-
monized data and fulfi ll the following requirements: policy re-
sponsiveness, clear normative interpretation, and focus on out-
comes. The indicators are used for the overall National Reports 
on Strategies for Social Protection and Social Inclusion (NRS SP 
SI) – for further details cf. 
http://ec.europa.eu/employment_social/spsi/strategy_reports_
en.htm – and the specifi c National Reports on the three dif-
ferent strands, i.e. social inclusion, pensions and health and 
long-term care, as well as for the joint report presented by the 
European Commission and the Council.

• In 2006, as a result of a process of 

“streamlining” with two other strands, 

pensions and healthcare/long-term care 

were merged into a new OMC on social 
protection and social inclusion; 

• Since 2001 the Social Protection Commit-

tee, bringing together representatives of 

competent national ministries and officials 

of DG Employment, Social Affairs and Equal 

Opportunities (which is the Directorate Gen-

eral that also organizes the SPC secretariat), 

serves as the body at an operational level to 

oversee these policies at the EU-level. It func-

tions under a mandate of the Employment, 

Social Policy, Health and Consumer Affairs 

(EPSCO) Council, reuniting the competent 

national ministries in the field listed above; 

all SPC decisions of a political dimension 

need to be endorsed by the EPSCO Council. 

The OMC builds on different instruments: 
1) common objectives; 2) targets and indicators 

at the EU level (underpinned by secondary and 

tertiary indicators at the national level); 3) defi-

nition of national goals; 4) drafting of National 

Action Plans (2001–2005: NAPincl) or National 

Reform Programs (NRP) by national govern-

ments to be sent to the European Commission; 

whereby since 2006 social protection and social 

inclusion policies have become part of NRP; 5) 

elaboration of Joint Reports45 (with recommen-

dations) by the European Commission. 

The overarching objectives46 of the OMC 

on social protection and social inclusion are 

to promote: 

• social cohesion, equality between men 

and women, and equal opportunities for 

all through adequate, accessible, finan-

cially sustainable, adaptable and efficient 

social protection systems and social inclu-

sion policies; 

• effective and mutual interaction between 

the Lisbon objectives for greater economic 

growth, more and better jobs, and greater 

social cohesion, and the EU‘s Sustainable 

Development Strategy; 

• good governance, transparency, and the 

involvement of stakeholders in the design, 

implementation, and monitoring of policy. 

Defining common objectives in terms of so-

cial protection and social inclusion implies the 

definition of common indicators47 to compare 

the best practices and to measure progress 

towards these common objectives. These are 

complemented by country-specific indicators. 

The major elements of the Social OMC are: 

1) exchange of information, experience and 

good practice; 2) target-based policy coordi-

nation; 3) policy convergence (not harmoniza-

tion of policies!); and 4) recommendations. 

• As to the second feature of the list 

above, i.e. the target-based policy coor-

dination, it is important to mention that 

the so-called thematic focus years have 

been organized under the social inclu-

sion strand of the social OMC, entailing 

a period of targeted analysis, intensi-

fied exchange and specific reporting at 
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both national and EU level. A focus on 

child poverty was the subject matter at 

the start in 2007, followed by over-in-

debtedness/ financial exclusion, which 

was at the centre of attention in 2008, 

and homelessness in 2009. It makes 

sense that no thematic focus year is be-

ing organized during 2010 as this year 

has been declared to be the European 

Year for Combating Poverty and Social 

Exclusion48, giving the fight against pov-

erty and social inclusion a rather high 

profile on the policy agenda throughout 

the whole year – at least at the EU-lev-

el, but also in a number of EU Member 

States. It is an appropriate moment 1) 

for a general assessment of the achieve-

ments, shortcomings and failures of the 

EU social inclusion policies over the last 

decade; 2) for highlighting transcending 

and universal issues and the interrelat-

edness with the issues of labor market 

participation and access to services (as it 

is done in the framework of active in-

clusion49 policies), and 3) for developing 

perspectives, targets, and pathways in 

the fight against poverty and social ex-

clusion for the next years to come;

• Policy processes under an OMC can serve 
as an instrument to prepare Community 
legislation as a second step. For instance, 

this might be the case in view of a Frame-

work Directive on Minimum Income, one 

of the key requests of the social NGOs50 

and other stakeholders. 

Important additional features of the So-
cial OMC at the EU level are: 1) a peer review 

process; 2) a network of independent nation-

al experts51; 3) studies; and 4) the financial 

“PROGRESS”52 framework. 

• Involving experts working at the grass-

roots level and focusing on the transfer-

ability of functioning institutions, effec-

tive programs, and innovative modes of 

governance, the peer review seems to be 

of particular interest for practitioners and 

policy makers. The approach is in line with 

one of the aims of the Social OMC to de-

velop a mutual learning process involving 

the scrutiny of specific policies, programs, 

or institutional arrangements presented as 

good practice in the various National Ac-

tion Plans on Social Inclusion (in the mean-

time integrated in the NRP). Peer review 

seminars, having started as early as 2004, 

encourage the dissemination of good prac-

tices across Member States by assessing 

the effectiveness of key policies or institu-

tions and make comparisons with the ex-

perience of the host country in a particular 

area, accompanied by the comments and 

critical analysis of peer countries. The rec-

ommendations resulting from such a re-

view are also meant to help governments 

win support at home in their policy-mak-

ing. Thus for instance, a country seeking to 

reduce poverty among children, or street 

homelessness, or aiming at reducing barri-

48 See footnote 39.
49 For more on active inclusion, a concept elaborated in 2007, 
which has been fi ne-tuned ever since and in the meantime 
gained importance for all EU social inclusion strategies and labor 
market policies, see the end of this section.
50 See http://endpoverty.eu/IMG/pdf/4-page_doc_-_shared_mes-
sages_fi nal_en.pdf for the NGO Alliance EY2010 and http://
www.endpoverty.eu/IMG/pdf/solidar-messages.pdf for SOLI-
DAR’s requests and recommendations.

51 They assist the European Commission in monitoring and 
evaluating the implementation of Member States’ National Ac-
tion Plans on Social Inclusion (that with the streamlining of the 
OMC became part of the National Strategy Reports on Social 
Protection and Social Inclusion). Each year experts provide two 
reports on their respective country, one with detailed analy-
ses of the themes that have been singled out as priority issues 
under the Social Inclusion Strategy, and the other containing 
regular accounts of recent policy developments and key trends 
considered relevant for the EU policy coordination process on 
social inclusion. They also assess the “social inclusion strand” 
of the National Strategy Report on Social Protection and So-
cial Inclusion. For more information: http://www.peer-review-
social-inclusion.eu/network-of-independent-experts
52 See http://ec.europa.eu/employment_social/spsi/transnation-
al_exchange_en.htm with respect to the Transnational Exchange 
Projects and 
http://ec.europa.eu/employment_social/spsi/programme_deci-
sions_en.htm concerning PROGRESS.
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53 For more information go to: http://ec.europa.eu/employ-
ment_social/spsi/peer_review_en.htm, with a full list of the 
peer reviews done since 2004 and planned for 2010: 
http://www.peer-review-social-inclusion.eu/peer-reviews#2010.

54 Further information: http://www.solidar.org/Page_Generale.
asp?DocID=13958&thebloc=19154
55 Read more at: http://www.solidar.org/Page_Generale.
asp?DocID=21208&thebloc=21208.
56 For more detailed information cf.\http://www.solidar.org/
Page_Generale.asp?DocID=18812&thebloc=17571 and 
http://www.solidar.org/Page_Generale.
asp?DocID=18812&thebloc=18812

ers to labor market access for people with 

disabilities, or willing to improve the quality 

of long-term care institutions and services 

can learn valuable lessons from its peers on 

what has worked and what has not. This 

can save time, and costly experimenting in 

the elaboration of effective national poli-

cies. Looking into the lists of topics dealt 

with since 2004, it becomes obvious that 

the scope of what is understood by “social 

inclusion” has been widened over time53. 

The participation of a broad range of 
stakeholders, including local authorities, em-
ployers, trade unions, and civil society orga-
nizations, is a precondition for the OMC to 

function in an effective manner. 

Since 2007 a new concept emerged at the 

European scene, namely the concept of ac-
tive inclusion. Initially it started off as the nar-

rower one, compared to the broader and all 

encompassing concept of “social inclusion”, 

focusing on people who could be integrated 

in the labor market. In the meantime, the 

borderlines have become rather blurred, with 

“active inclusion” mainly used as a vehicle 
to advance at the EU level on policy dossiers 
linked to minimum income, labor market in-
clusion, and access to (social) services. 
• In October 2007, the European Commis-

sion presented a Communication on ac-

tive inclusion that built on the three pil-

lars namely: ‘sufficient income support’, 

‘inclusive labor markets’, and ‘better ac-

cess to quality services of general inter-

est’. It focused on strategies and measures 

meant to mobilize and support people 

who are capable of working, in order 

to facilitate their labor market inclusion, 

while providing a decent living standard 

to other people who cannot work; 

• On October 3rd 2008, the European Com-

mission published a Recommendation on 
Active Inclusion54, based once again on 

the three key elements of the active in-

clusion concept: adequate income sup-

port, inclusive labor markets, and access 

to quality services. For all three strands 

the Recommendation sets out common 

principles and guidelines (except for the 

third pillar “access to services”) that 

should support Member States when 

designing or revising policies oriented 

towards people excluded from the labor 

market and fighting poverty and societal 

exclusion. The Commission Recommen-

dation calls for a comprehensive policy 

design and coordinated policies and asks 

Member States to ensure the compre-

hensive participation of all social part-

ners, the NGOs, and the service provid-

ers, as well as those affected by poverty 

and social exclusion, in the development, 

implementation, and evaluation of exist-

ing strategies. The common principles 

set out by the Commission represent a 

voluntary framework for Member States 

to be implemented. They are asked to in-

clude relevant information on what and 

how has been done in their NRP; 

• In April 2009, the European Parliament 
adopted a Report on Active Inclusion55, 

thereby giving additional political weight 

to the Commission Recommendation. As 

early as September 2008, the European 

Parliament had already voted a Report on 
Social Inclusion56. 
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Some Additional References to Selected 
Issues around the EU Social Inclusion 
Strategy in  the Countries of South 
Eastern Europe 

With their accession to the EU in 2007, Bulgaria 

and Romania were also obliged to set up the 

Social OMC, which is an inseparable part of the 

acquis communautaire. To prepare the involve-

ment in this governance structure, Joint Inclu-
sion Memoranda (JIM) were signed in 2005, 

as this had earlier been the case with the 10 

Members States that had joined the EU in 2004. 

The JIM identified and outlined the principal 

challenges faced by both Bulgaria and Roma-

nia in tackling poverty and social exclusion, as-

sessed the strengths and weaknesses of existing 

policies, and identified future challenges and 

policy priorities. It presented the major policy 

measures taken in order to translate the EU’s 

common objectives into national policies and 

listed the central topics for monitoring and fur-

ther review. The JIM finally summarized how to 

mainstream poverty and social exclusion related 

issues across all relevant policy fields. 

Studies have not only been commissioned 
by the European Commission for the EU27 

countries57, but also for countries in South 
Eastern Europe. 

• The aim of a series of studies on social pro-

tection and social inclusion58 presented in 

early 2009 was to inform the process of 

the accession perspective of Albania, Bos-

nia and Herzegovina, Montenegro, and 

Serbia, as well as Kosovo in these areas. 

The studies provide an analysis of the so-

cial protection systems, the extent and 

pattern of poverty and social exclusion, 

and the plans envisaged for the reform 

of the pension and healthcare systems of 

each individual country; 

• 2007 saw the publication of the study “So-

cial protection and social inclusion in the 

former Yugoslav Republic of Macedonia“, 

that should help to inform the forthcom-

ing accession negotiations and contribute 

to the JIM for Macedonia in particular. Fo-

cusing on the problem of social exclusion, 

the study addressed main institutional and 

legislative structures of the social protec-

tion system, as well as current reforms and 

challenges. It also covered cross-cutting is-

sues, such as gender, ethnic communities, 

and vulnerable communities. 

The Country Studies produced within the 

framework of the FES Project substantially ex-

pand the pool of knowledge created by the 

studies commissioned by the European Com-

mission. They add valuable bits and pieces of 

information and in particular contain recom-

mendations on feasible and effective policy 

priorities to address key challenges to social 

inclusion, policies based on fundamental and 

social rights for all, and measures to promote 

equal opportunities, non-discrimination, and 

a fairer distribution of income and wealth. 

In addition, policy coordination in South East-
ern Europe has been promoted and improved in 
the fields of social protection and employment. 
In the area of employment policy, social issues 

and social dialogue, reviews of each country’s 

employment policy continued and work was ini-

tiated on occupational health and safety, as well 

as on networking public employment services, 

under the “Bucharest process”. Regional meet-

ings and conferences have been held on em-

ployment, social dialogue and social protection 

issues. In October 2007, common policy priori-

ties were agreed by the Western Balkan ministers 

for employment, labor and social affairs (“Budva 

conclusions”). A declaration on social security co-

57 For a more comprehensive overview: 
http://ec.europa.eu/employment_social/spsi/studies_en.htm. For 
the EU27 countries they focus on areas where NSRs have re-
vealed a greater need for European exchange and debate and 
seek for complementarities with the themes selected under the 
peer review process in particular.
58 This study “Social Protection and Social Inclusion in the 
Western Balkans and others can be accessed at the URL http://
ec.europa.eu/employment_social/spsi/studies_en.htm#western_
balkans. 
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59 Economic development and European perspective for South 
East Europe. Briefi ng note for the Joint Parliamentary Meet-
ing on the Western Balkans co-organised by the European Par-
liament and the Parliament of Slovenia. Brussels, 26–27 May 
2008, p. 4
60 In June 2010 Romania will host the fi rst peer review in South 
Eastern Europe, http://www.peer-review-social-inclusion.eu/
peer-reviews#2010, dealing with the topic of “Achieving ex-
cellence in social service provision” and evaluating an accredi-
tation system for social service providers introduced in 2004, 
http://www.peer-review-social-inclusion.eu/peer-reviews/2010/
achieving-excellence-in-social-service-provision

61 Bulgaria: Assessment of the 2008–2010 National Reform 
Programmes for Growth and Jobs from a social inclusion per-
spective: The extent of synergy between growth and jobs poli-
cies and social inclusion policies. A study of national policies, 
drafted by George Bogdanov and Boyan Zahariev, published in 
October 2008, accessible for download at the following URL: 
www.peer-review-social-inclusion.eu

ordination was also signed by ministers of social 

affairs (“Tirana Declaration”). Community assis-

tance is being provided to a program on coordi-

nation of the social security systems59. 

As of October 2009, Bulgaria and Roma-

nia60 had not been yet the target countries of 

a peer review process, although national ex-

perts had been involved in processes hosted 

by the other 25 EU Member States. In other 

words: The potential of this instrument of 

the EU social inclusion strategies had there-

fore been still untapped by these two coun-

tries and by their government experts, social 

NGOs, and trade unions in particular. 

The EU-level evaluation system assessing 
on a regular basis both the contents of the 

National Reform Programs (NRP) including 

the governance processes in defining, imple-

menting and monitoring the NPR and the 

National Reform Strategies on Social Protec-

tion and Social Inclusion (NRS SPSI) contains 

a number of ambiguities and deficits with re-

gard to many EU Member States. 

• National stakeholders and advocacy groups 

insofar could make use of specific elements 

from the “toolbox” provided for by the Eu-

ropean institutions, in order 1) to get (more 

comprehensively) involved in the policy deci-

sion making processes, policy implementa-

tion, policy monitoring, and policy evalua-

tion, not least in the field of social inclusion, 

and 2) to more effectively target their own 

advocacy work and lobbying activities. 

• These evaluation and reporting systems 

could also be seen as important steps to 

increase the political commitment and ac-

countability of national governments and 

strengthen the involvement of national 

stakeholders, not least the National Par-

liaments, to overcome the rather bureau-

cratic processes of reporting in a mostly 

bilateral relationship between the Mem-

ber States and the European Commission. 

To illustrate the potential use and useful-

ness of these reporting exercises, the follow-

ing paragraph highlights selected issues as 

identified in the assessment of documents 

provided by the Bulgarian authorities. A re-
port prepared under the peer review program 

(the section Main Components of Social Inclu-
sion Policies at EU Level and Their Key Fea-
tures) in 2008 analyzed the NRP section of 
Bulgaria dealing with social inclusion61. 

• It concludes that “there is little evidence 

that there has been any coordination be-

tween the updated NRP and the NRS SPSI, 

which appeared recently. This may be due 

to the financial and economic crisis, which 

creates anxiety in the government and 

shifts the place of social inclusion policy 

even lower than it was before on the pri-

ority list of the country. ... The assessment 

of progress contains only a summarized 

checklist of the number of measures, which 

have been implemented and the stage of 

implementation of other measures.” (p. 4); 

• The authors highlight that there is “no 

mention and comment on (or disapproval 

of) the international surveys on the social 

situation and the progress on the Lisbon 

agenda, which shows that Bulgaria is the 

country with the poorest performance in 

the EU.” (p. 4); 
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• They continue by emphasizing that “even 

in the case of employment policies, in 

which Bulgaria has performed strongly for 

many years in a row, the report does not 

seem to recognize that the financial and 

economic crisis may create some impor-

tant new challenges”. (p. 4); 

• The report is also critical on the actual use 

of EU funding to tackle problems related 

to social exclusion, the performance of 

labor markets, or the professional quali-

fications of the workforce, by stating that 

“the European Social Survey (http://www.

europeansocialsurvey.org) ... shows that 

Bulgaria has the worst performance on a 

number of social indicators, including sub-

jective perception of well-being as mea-

sured by the share of people who find it 

difficult to make ends meet with the in-

come they receive. (p. 5) ... The money 

from the EU Social Fund is practically the 

only resource, which has been utilized by 

Bulgaria, but the absorption rate has been 

rather small. ... The major problem is the 

insufficient capacity of the administration 

which has been entrusted with the man-

agement of the program”. (p. 6); 

• The authors make mention of the an-

nouncements made in the Bulgarian NSR 

claiming that “the government might 

raise income above the level of labor pro-

ductivity growth only in relation to the 

need for compensations to low-income 

citizen groups, in view of the significant 

price rise of energy sources” (p. 7) and 

note “that in recent years the government 

has not observed this principle and has 

systematically promoted measures, which 

leave more wealth in the hands of high-in-

come groups, e.g. by effectively reducing 

taxes for them. We think that income sup-

port schemes for the low income groups 

will be a much more effective tool for 

strengthening domestic demand.” (p. 7); 

• As to the requirement to improve the gov-

ernance of the social inclusion processes 

initiated and framed at EU-level they con-

clude that as a rule “the business circles 

and the civil society sector are vaguely fa-

miliar with this program; moreover, these 

stakeholders have not taken part in its de-

sign”. (p. 9); 

• The authors deplore that “there are too 

many strategic documents in the country, 

which hardly follow a common logic and 

vision not only in the area of social policy, 

but also in the areas of education, econo-

my, and heath care.” (p. 9). 

One decisive question for the near future is: 

“What do trade unions and civil society orga-
nizations wish and expect from the European 
Union to support their policy work in fighting 
poverty and social exclusion?” Several mutually 

non-exclusive options exist in this respect: 

• Additional expertise on how to address 

challenges, based on institutionalized 

processes of exchange of experiences and 

good practices. Then also the peer review 

process should be better used by both 

Bulgaria and Romania; 

• Further organizational or administrative 

support and counseling to build up struc-

tures, schemes, institutions and services. 

This can be done for the social partners, in 

particular the trade unions, and for orga-

nizations of the civil society and from the 

social economy/ third sector. This also ex-

tends to “private provision” of social ser-

vices and education, which can be deliv-

ered either by commercial or not-for profit 

entities and can be organized in different 

legal forms. In this context it is important 

to recall that organizations belonging to 

the social economy do not pursue a profit-

maximizing logic, but rather aim at com-

bining economic activity with the pursuit 

of a specific goal of the social, health, em-
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ployment, housing, and education policy 

for the benefit of public interests; 

• Financial support, e.g. based on the Euro-

pean Structural Funds, such as the Euro-

pean Social Fund (ESF) and the European 

Regional Development Fund (ERDF). 

Empirical Evidence from the Spot – 
Snapshots of Poverty and Social 
Exclusion in the EU o n the 
Background of the Current Crisos 

To illustrate the need to refocus across Europe 

the policy priorities concerning the fight against 

poverty and social exclusion if we want to move 
towards a Europe with inclusive societies and a 
fair distribution of income and wealth, this sec-

tion lists a selection of recent data on poverty 
and social exclusion. As a rule, they all refer to 

2009, but nonetheless point to today’s major 

social problems and related challenges: 

• Since 2000, no overall improvement in 

terms of poverty reduction can be seen. A 

poverty decrease has been observed only 

in Ireland, the Netherlands, Portugal, and 

Poland, before the crisis on the financial 

markets, in the real economy, and on the 

labor markets started in late 2008; 

• About 80 million EU citizens are at risk 

of poverty (16%), i.e. 1 out of 7. In other 

words, numerous women, men, and chil-

dren, whose total number is equivalent to 

the number of all inhabitants of Germany, 

cannot live in dignity, do not have a de-

cent income, and do not have access to 

health and social services; 

• One out of five children lives in a house-

hold below the poverty threshold, which 

is defined to amount to 60% of the aver-

age income; 

• The highest risk exists for children and 

older people (19%); large families are hit 

the worst (24%), as well as single women 

(25%), and single parents (35%); 

• Big purchasing power differences con-

tinue to exist across the EU27 for those 

with an income corresponding to the 

poverty threshold, ranging from 250€ 

(Lithuania, Latvia) to 850€ (Austria, Lux-

embourg, the UK); 

• Working poor or in-work poverty: In the 

EU15 – 7% (employed 6%, self-employed 

17%); In the 10 New Member States – 

9%; Across the entire EU in 2006 shares 

ranged from 14% (Greece) to 3% (the 

Czech Republic); 

• Twenty EU Member States have fixed 

statutory minimum wages, ranging from 

€1,400 (Luxembourg) or €1,200 (Bel-

gium, the Netherlands, the UK) to €300 

(Estonia, Lithuania, Latvia) or 200€ (Bul-

garia, Romania). In 7 Member States 

(Austria, Cyprus, Germany, Denmark, Fin-
land, Italy, Sweden) such fixed statutory 
minimum wages are lacking; but in these 
countries minimum wages do exist on the 
basis of collective agreements, that can be 
declared to be generally applicable by the 
competent ministries; there are, however, 
large differences between countries and 
sectors as to the coverage of collective 
agreements and minimum wage regimes; 

• More people live in poverty in societies 
where there are greater inequalities in in-
come distribution (from employment and 
self-employment) and wealth. 

Another set of data informing about the 
effectiveness of social protection schemes 
and important problems (building on publica-
tions of EAPN) is listed below: 
• Social transfers on average reduce the 

risk of poverty by 38%, but there are big 
differences in the effectiveness between 
different schemes, ranging from a re-
duction by about 18% (Belgium, Spain, 
Greece, Italy, Latvia) to a reduction by 
around 50% in the Nordic countries 

(Denmark, Finland, Sweden) and Central 
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Europe (the Czech Republic, Germany, 

the Netherlands, Slovenia); 

• The lowest poverty rates exist where the 

largest amounts of money are spent on 

social benefits in a cross-EU comparison; 

this means that the efforts to reduce in-

equalities in income and wealth reap 

off benefits with respect to equality and 

equal opportunities; 

• Expenditures on social protection have 

been stable in the period between 2002 

and 2005, despite increasing demands; 

on the average, across the EU27 more 

than ¾ of total expenditures go into pen-
sions and health care (46% and 24%), 
and only 4% into housing and social ex-
clusion benefits; 

• Minimum safety nets rarely protect peo-
ple from poverty. Thus for instance, 1) in 
most Member States families on social as-
sistance live below the poverty line, except 
for Germany, Ireland, Latvia, and the UK; 
2) we can witness low take up rates vary-
ing between 40-80% (OECD 2004); 

• Problems: 1) no minimum income schemes 
have been introduced in Greece, Hungary, 
and Italy; 2) levels are set without direct 
relation to (special) needs, e.g. access to 
affordable services (healthcare, childcare, 
housing); 3) insufficiently transparent pro-
cedures and evidence-based methods for 
setting and updating/ indexing benefit lev-
els; 4) activation policies for unemployed 
persons are based on conditionalities, i.e. 
there is a threat of benefit cuts or reduc-
tions for those at the fringe of labor mar-
kets, even if appropriate work is unavail-
able, particularly given the rising unem-
ployment rate and lower demand for labor. 

Europe is being confronted with financial 
and economic crises that entail important risks 
for the economic, social and territorial cohe-
sion across Europe and create challenges for 
inclusive and participatory societies for all citi-

zens. This holds particularly true for vulnerable 

and disadvantaged individuals and groups fac-

ing discrimination and exclusion. In a report 

issued in early February 2009, the Commis-

sion warned against the strongest economic 

downturn for decades, entailing dreadful 

social consequences as well. Across Europe, 

governments are concerned with implement-

ing short- and mid-term measures to stabilize 

and boost mass consumption and to maintain 

jobs (or at least to minimize job losses). Social 

NGOs and trade unions welcome these steps, 

but see the danger that upon the implemen-

tation of respective exit strategies from the 

crises, the policy aim of creating decent jobs 
and increasing the quality of working and em-
ployment conditions will be lost out of sight. 
At the same time the sustainability of our so-

cial protection systems is at risk. How to fund 

tax reductions, often suggested as a panacea 

these days, while social expenditures will have 

to be increased at the same time to address 

the negative consequences of the crises? It is 

important to recall that the neo-liberal, long-

popular and dominant ‘no-regulation is a bet-

ter regulation’ mantra, consisting in the very 

rejection of any or of adequately muscled 

regulations by nation states and international 

institutions, is one of the underlying reasons 

for the current turmoil and for the serious 

structural problems experienced by the finan-

cial markets. Different Member States have 

been hit to a different extent by the crisis: 

Whereas Belgium, Spain, Ireland, and the UK 

were affected first, the impact then became 

particularly strong in the New Member States, 

particularly the Baltic states (Lithuania, Latvia) 

and Hungary, and later in Sweden, Greece 

and Portugal. Looking at the European level 

debates and initiatives, taken to tackle the 

consequences of the crisis on the financial 
markets, in our economies and on the labor 
markets during 2009, we can conclude that 

some recognition of the value of social protec-
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tion schemes as automatic stabilizers has been 

made. Broad consensus has been reached 

about the beneficial consequences of cash 

benefits to people on low income, as they 

prevent hardship. Due to the low savings rates 

of low-income earners, they are also used to 

buying key goods and services without delay, 

thereby boosting consumer spending. There is, 

however, still insufficient recognition of the in-

consistent rationales and objectives of the Lis-

bon Strategy, and the contradictory pressures 

exerted by the Stability Pact, a cornerstone of 

the European Economic and Monetary Union, 

to reduce public deficits; deficits that in turn 

have been caused by bank bail-outs in several 

Member States. In addition, the bail-outs of 

New Member States agreed with the Interna-

tional Monetary Fund (IMF) set conditionalities 

that also require reductions of social protec-

tion benefits and wage levels, too (Hungary, 

Latvia, and Romania)62. 

When asking the Commission and the 

Social Protection Committee what has been 

happening to social protection, they both 

claim that Member States have also been 

partly maintaining increasing levels of social 

protection (e.g. prolongation of entitlements 

to short-time work in Germany, Luxembourg, 

etc., which is partially combined with fur-

ther training, too). The major impacts in the 
fields of social protection, social inclusion and 
employment as a consequence of the crises 
(again building on analyses made by EAPN) 

can be said to be as follows: 

• Most obviously the loss of many jobs and 

all those women and men in most precari-

ous working conditions (fixed term; tem-

62 In many of these countries the approach taken before the cri-
sis was to grow the economy fi rst and worry about investment 
in social infrastructure later. The social consequences arising 
from this approach were shrouded by the fog of growth mea-
sured through the GDP and more wealth for a shrinking middle 
class. But now the crisis has led to drastic cuts to already fee-
ble public and social expenditures. Schools and hospitals have 
been closed. Teachers and nurses have had their salaries cut by 
up to 20% or 30%, as in Latvia in 2009 for instance.

porary agency work; migrants, also un-

documented migrants) have been hit firs; 

• Increase of the situation of over-indebted-

ness for many households; 

• Direct reduction of health and social ser-

vices, especially those offered by NGOs 

(Spain, Ireland); 

• Regressive activation strategies that run 

the risk of penalizing the unemployed 

with reductions in benefits when no jobs 

are available for them to go to; 

• Strong risks to the viability of funding so-

cial protection systems, with recourse to 

measures such as cutting employers’ in-

surance contributions (e.g. Finland). 

The Economic Recovery Plan proposed 

by the European Commission on November 

26th 2008 does not represent a major shift 

from the prevailing paradigms, as all major 

proposals have been phrased in line with the 

Lisbon Strategy, with an explicit attempt to 

include them under currently existing policy 

frameworks. For example, measures related 

to employment are framed with references to 

the flexicurity and active inclusion agendas, 

highlighting the need to put particular em-

phasis on measures to promote employabil-

ity, lifelong learning, and rapid reintegration 

into the labor market. Social NGOs, too, for a 

long time now have called for policies actively 

promoting social inclusion and for a revised 

Lisbon Strategy based on a sustainable social 

and environmental growth and job creation. 

The final version of the Economic Recovery 

Plan places a stronger emphasis on “the most 
vulnerable”, as the Commission package calls 

for measures to lessen the impact of the crisis 

on those more vulnerable groups. This is posi-

tive and in line with a proposal from the Social 

Platform made in mid November 2009, which 

highlighted the need to place a greater focus 

on the social consequences of the crisis. And 

yet, other European networks of social NGOs, 

under the umbrella of SOLIDAR, however, de-
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plore the lack of any explicit mention either of 

the need to refocus investment in social infra-

structures (in social and health services, and 

in the various fields of the social economy in 

particular) and to fight financial exclusion, or 

of the role of civil dialogue in fostering social 

inclusion and active inclusion processes. 

In the Economic Recovery Plan, interest-

ingly enough, the role of social services is high-

lighted first and foremost as a growth area in 

terms of job creation, which “should be en-

couraged in areas such as personal healthcare 

and social services, which are a rich source of 

job creation and also serve as a tool for access 

and opportunities”. SOLIDAR welcomes the 

recognition of the employment (job creation) 

potential of the third sector. However, we 

also witness the increasing difficulties public 

authorities are facing to finance their deplet-

ing budgets and the clear risk of decreases 

in wages and salary schedules, as well as an 

increasing number of precarious work in this 

sector. As the current crisis is expected to 

create even more unemployment and social 

exclusion, in SOLIDAR’s view a broad range 
of public policies and a comprehensive net of 
social services, funded by both income gen-

erated by employment (social contributions) 

and public funding (based on taxes), should 

be stimulated. The crises, however, will put 

some strain on both sources of funding and 

one can only fear that the financial basis 

for both social infrastructures and qualified 

personnel will shrink. This is a scenario that 

is most likely to create new threats for the 

development of accessible, affordable, and 

quality social services. 

SOLIDAR supports the proposals set out by 
social NGOs for ways out of the crises63. SOLI-

DAR backs in particular the following calls: 1) 

No backtracking on social, health and educa-

tion investments; 2) Investment in a core set 

of services to create sustainable and decent 

jobs; 3) Implementation of the Commission 

Recommendation on active inclusion and of 

anti-discrimination legislation; 4) Concentra-

tion of money from the European Social Fund 

on objectives of social inclusion policies. Ev-

erybody should be guaranteed access to basic 

banking services to effectively fight financial 

exclusion, too. In addition, there is a clear 
need to tighten financial regulation when re-
forming the financial market architecture. 

The European Social Model 

The Barcelona European Council of March 

2002 defined the Europ ean Social Model 

(ESM) as being based on “... good economic 

performance, a high level of social protection 

and education, and social dialogue.” It devel-

oped on the basis of achievements of the last 

decades, such as universally accessible systems 

of education and health, “institutionalized 

solidarity” within comprehensive social pro-

tection structures, income gaps kept relatively 

small through redistribution, the contribution 

of social protection to economic productiv-

ity, and a high degree of social peace result-

ing from a well-articulated social partnership. 

The values embodied in these achievements 

include human dignity, equality, justice, soli-

darity, and subsidiarity, and correspond to the 

basic values, principles, and rights set out in 

the Charter of Fundamental Rights of the Eu-

ropean Union64. In the broad coalition of So-

cial Platform member organizations, SOLIDAR 

advocates for such a European Social Model 

to become a key frame of reference for the 

revision and further development of the Eu-

rope 2020 Strategy. 

63 See http://www.socialplatform.org/PolicyStatement.
asp?DocID=19906 for the Social Platform Paper of 19 Novem-
ber 2008.

64 Further reading on the ESM: 
1) Lothar Witte: Europäisches Sozialmodell und Sozialer Zusam-
menhalt: Welche Rolle spielt die EU? Friedrich-Ebert-Stiftung 
(FES) (ed.): Internationale Politikanalyse. Europäische Politik, 
Dezember 2004;
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65 For related proposals see: http://www.solidar.org/Page_Generale.
asp?DocID=17574&thebloc=20557

2) Alexander Petring/Christian Kellermann (2005): New Options 
for a European Economic and Social Policy. Friedrich-Ebert-Stif-
tung (FES) (ed.): Internationale Politikanalyse. Europäische Poli-
tik, Oktober 2005, http://library.fes.de/pdf-fi les/id/03028.pdf; 
3) Friedrich-Ebert-Stiftung (FES) (ed.) (2005): Das Europäische 
Sozialmodell im 21. Jahrhundert. Diskussionspapier. FES 
Gesprächskreis Arbeit und Soziales, http://library.fes.de/pdf-
fi les/asfo/02931.pdf; 
4) Friedrich-Ebert-Stiftung (FES) (ed.) (2006): Think Social, 
Think European: European Integration and National Social 
Policies. FES Social Policy Forum, http://library.fes.de/pdf-fi les/
asfo/03714.pdf; 
5) Peter Herrmann/ Mathias Maucher (2006): Gesamtbericht/
General Report. In: Institut für Sozialarbeit und Sozialpäda-
gogik (ISS) (ed.) (2006): Die Zukunft des Europäischen Sozial-
modells: Eine deutsche Perspektive/ The Future of the Euro-
pean Social Model: A German Perspective. Frankfurt am Main: 
ISS, pp. 57-75; 
http://www.soziale-dienste-in-europa.de/dokumente/Aktu-
elles/zukunft-esm-eine-deutsche-perspektive2005.pdf; 
6) Brian Nolan (2007): A comparative perspective on the Devel-
opment of Poverty and Exclusion in European Societies. Fried-
rich-Ebert-Stiftung (FES) (ed.): Internationale Politikanalyse,
 http://library.fes.de/pdf-fi les/id/05016.pdf

The European Social Model in its different 
national interpretations and configurations 
has to be seen, in times of crisis in particular, 

as a point of reference for investment in the 

mechanisms of collective solidarity and in in-

clusive and democratic societies. 

• Social policy defined in a broad manner 

(comprising the fields of employment, 

health, social protection, and housing) 

also has to be seen as an investment, not 
only as a cost. Sustainable economic and 

social development can only be safeguard-

ed if sufficient investments are made in 

the social infrastructure. In turn, they are 

needed to promote social inclusion and 

to strengthen social and territorial cohe-

sion. Infrastructure here is to be broadly 

understood in the sense of comprising the 

institutions and services (e.g. social insur-

ance, training, housing), qualified person-

nel, and volunteers, as well as sufficient 

funding from collectively financed sourc-

es. Only with such an infrastructure, a 

rights-based approach for individuals and 

groups, investments in people to improve 

their qualification and empower them, as 

well as measures supportive of a redis-

tribution of income and wealth can – in 

SOLIDAR’s view – prevent societies from 

increasing income inequalities, growing 

poverty, exclusion (both from society and 

employment), and prevent any discrimina-

tory treatment, too. 

• SOLIDAR also recalls the beneficial effects 
of tested alternative models of economic 
activity, namely different forms of value 

based social entrepreneurship (entrepren-
dre autrement). Organizations of the so-
cial economy are successfully linking eco-

nomic efficiency with the pursuit of the 

common interest and the realization of 

social policy objectives, in particular labor 

market inclusion and participation in soci-

ety, also including vulnerable and disad-

vantaged individuals. 

The further development of the ESM is 

strongly dependent on how the Lisbon Treaty 

will be used by policy makers and how it will 

be interpreted by the European Court of Jus-

tice (ECJ). Recurrent questions are: 

• Do we need more legislation or rather a 

reinforced OMC65, mainly in the fields of 

social protection/ social inclusion, migra-

tion, youth and education? 

• What would be the supplementary role 

for an intensified exchange of experiences 

and good/ bad practices? 

• Which European minimum standards do 

we need and why? E.g. an agreement for 

a common EU definition of adequacy and 

of common methods to establish adequa-

cy, as well as regular updating in line with 

the cost of living within the framework of a 

Framework Directive on Minimum Income? 

• Should we make more use of common 

principles or guidelines, an instrument 

already elaborated and implemented in 

view of flexicurity and active inclusion, 

and currently developed in view of the 

quality of SSGI? 
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A Role to be Played by Europe to 
Promote the Values and Principles 
of the European Social  Model 
and Policies Designed to Implement 
the Objectives of the Lisbon Treaty 

Massive cuts in employment as a result of the 

current crisis do not only create precarious situ-

ations or poverty for the women and men con-

cerned, but have an impact on the development 

of neighborhoods, cities, or whole regions. In the 

medium term, rising dangers and poverty, and an 
increasing number of vulnerable people such as 

migrants or young adults without a job or good 

prospect of getting one in the near future pose 
a threat to democracy as the participation of all 

citizens in society and the representation of their 

concerns in the decision-making processes are 

no longer guaranteed and increasingly larger 

shares of the population live or grow up with-

out the prospect of equal opportunities and so-

cial promotion. With rising poverty and exclusion 

also comes the disintegration of societies. 

Policy priorities in the forthcoming months 

should therefore not only be focused on the 

reestablishment of a functioning banking sys-

tem and the stability of the common Euro-

pean currency, but also and especially so on 
supporting those people and groups in soci-
ety, which have immediately been affected by 
the crisis. (New) social risks need to be ad-

dressed within the EU, given the fact that: 

• Nearly one out of 6 European citizens is 

currently living near or below the poverty 

threshold; 

• A growing number of unemployed and 

young adults have no vocational qualifi-

cation; 

• There is an increasing number of working 

poor and persons in precarious jobs, who 

work under atypical contracts or without 

decent working conditions, in spite of the 

creation of 15 million new jobs across Eu-

rope in the last decade; 

• There are unsolved challenges related to 

labor migration from outside the EU and 

within the EU, which are also calling for 

putting into place respective systems for 

recognizing professional qualifications ac-

quired outside the country of current resi-

dence or workplace; 

• There are high and most probably increas-

ing numbers of undocumented migrants, 

mostly women; 

• There are growing inequalities in life 

chances and the distribution of income 

and wealth; 

• There is persisting discrimination on the 

grounds of gender, age, disability, ethnic 

background and/or race, sexual orienta-

tion, religious belief or philosophy of life, 

both in the labor market and beyond, in 

all spheres of society, not least with regard 

to accessing services of common interest. 

The EU has an active, even pro-active role 
to play in ensuring the effective implementa-
tion of fundamental (social) rights as stipu-

lated in the Charter of Fundamental Rights. In 

fields such as (gender) equality, non-discrimi-

nation, workers’ protection, social services or 

integration of migrants, the potential of the 

Lisbon Treaty should be exploited. Europe has 
to set standards (e.g. in employment and vo-

cational training), regulation (e.g. for posted 

work and temporary agency work), and re-
quirements (e.g. as to the legal framework 

and quality of SGI and SSGI) to prevent Euro-
pean citizens, in particular the more vulnera-
ble, disadvantaged, and less mobile amongst 
them, from losing out as a result of increased 

internal market integration and exposure to 

influences from trade and financial market 

policies stemming from the European or even 

the global scale of operation. 

If Europe intends to deliver on poverty 

reduction and to have a decisive impact on 

fighting the different facets of poverty, social 
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exclusion and discrimination more effectively, 

it has to strengthen the involvement of trade 
unions and civil society organizations, both at 
national and European level. This would in-

crease the probability of exerting real impact 

on the main orientation, targets, indicators 

and processes of monitoring related to the: 

• The Lisbon Strategy (until 2009/ 2010): 

National Reform Program (NRP); National 

Reform Strategies on Social Protection 

and Social Inclusion (NRS SPSI); 

• The Europe 2020 Strategy (as of 2010): 

National Reform Program (NRP); Flagship 

initiatives, including the European Plat-

form against Poverty; national policy tar-

gets and indicators; 

• The European Employment Strategy 

2010–2020, defined by the new set of 

Integrated Economic and Employment 

Guidelines; 

• The reinforced OMC on Social Protection 

and Social Inclusion to strengthen policy 

coordination and – where appropriate – 

to effect policy convergence: definition 

of national targets; input in reports (data; 

examples); assessment of NSR and of the 

recommendations by EC; peer review 

process, etc.; 

• European Year 2010 for Combating Pover-

ty and Social Inclusion: National Implemen-

tation Bodies (NIB); activities and funding; 

• Implementation of the Commission Rec-

ommendation on Active Inclusion. 

A study recently published by the European 

Foundation for the Improvement of Living and 

Working Conditions (Eurofound) highlights 

the role, which social partners can play in ad-

dressing not only precarious labor but also 

social exclusion66. Whereas trade unions on 

the European scene have an important role to 

play in the framework of the European Social 
Dialogue, especially in view of drafting legisla-

tion – as has been done over the past years, 

e.g. parental leave; maternity leave; working 

time; posting of workers; temporary agency 

work; seasonal work – civil society organiza-

tions have to reassert their role in the frame-

work of civil dialogue. They can fall back on 

new instruments of the Lisbon Treaty, which 

are supportive of participatory governance, 

such as the Social OMC. They should actively 

promote events focusing on the fight against 

poverty and social exclusion, such as the an-

nual Round Tables on Combating Poverty 

and Social Exclusion, the annual meetings of 

people experiencing poverty and social exclu-

sion67, and the peer review process.

Contact
Mathias Maucher, Social Policy Coordinator, 

SOLIDAR, mathias.maucher@solidar.org

66 Eurofound (ed.) (2010): Foundation Findings: Opening the 
door – The role of social partners in fostering social inclu-
sion, http://www.eurofound.europa.eu/publications/htmlfi les/
ef0944.htm

67 The purpose of these annual meetings is to listen to people 
experiencing poverty, and to establish a dialogue with policy- 
and decision-makers in the fi eld of combating poverty and 
social exclusion at the European level and at national levels. 
It is also about stimulating activities and initiatives involving 
marginal groups into the processes of seeking solutions and 
building strategies and policies to improve their lives. More info 
on the 2008 meeting: 
http:/ /ec.europa.eu/employment_social /spsi /events_
en.htm#7_meeting and on the 2009 meeting: 
http://www.eapn.eu/images/stories/docs/eapn-report-2009-
en-web2-light-version.pdf
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Annex: Basic Concept Paper

Policy Priorities for Social Inclusion 
in South-Eastern Europe

 Daniel Arpinte, 
Adrian Dan,  
Alfred Pfaller, 
Manuela Sofia Stanculescu

Achieving social inclusion de-
spite low incomes 

Education and health care: the 
main pillars 

Incorporating more persons into 
the formal labor  market 

Creating new jobs 
Making people more employable 
Making available jobs more ac-

cessible 
Case-specific attention for spe-

cial problem groups 
Cash assistance in selected cases 

Social Exclusion Can be Overcome…

…in a relatively short period of time, should 

the right p olicy be pursued. In this paper we 

propose a package of effective policies, which 

takes into account the economic constraints 

prevailing throughout the region. In fact, the 

recognition of these constraints is an essential 

element of what we propose. 

Social Inclusion Understood as a 

Standard of Living in Touch with 

the Country’s Economic Possibilities 

When talking about “social inclusion” and 

“social exclusion” we focus on the material 

aspects of these concepts, i.e. an individual’s 

standard of living in comparison with that of 
his/ her compatriots. According to this per-

spective, socially excluded are those who lack 
access to goods and services considered as 
essential for a “decent” standard of living in 
line with the national mainstream. Our con-
cept of social exclusion is slightly different 
from the concept of poverty. The latter refers 
to an individual’s or a household’s real income 
in comparison with the national average. In 
turn, the concept of social exclusion, the way 
we use it here, makes a distinction between 
the various elements of “real income”. Some 
elements we consider as “essential”, others 
we do not. Those who enjoy the “essentials” 
are considered to be “socially included”, even 
though they might be “poor” in terms of 
comparative real income. On the other hand, 
people whose real income would not qualify 
them as “poor” might be socially excluded. 

This distinction between poverty and so-
cial exclusion is important for our policy rec-
ommendations. We do not see a feasible way 
to eradicate poverty in South Eastern Europe 
within a few years. But we claim that ade-
quate policies can nonetheless eliminate so-
cial exclusion. In fact, our recommendations 
aim at social inclusion in the context of un-
avoidable wide-spread poverty. 

We are aware that there are other, non-
material, dimensions to social exclusion. We 
neglect them here in order to focus on a 
political agenda that is highly relevant, even 
though it is certainly not comprehensive. In 
other words, our policy objective of material 
social inclusion is limited, but it is important 
and, despite its limitations, it is quite demand-
ing. If it were to be achieved, this would be 
a tremendous success. On the other hand, 
the attempt to tackle all aspects of social 
exclusion in a comprehensive strategy all at 
once easily diverts energy and resources from 
achievable priority goals, replacing them by 
an “eternal” a
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The Need for Priorities 

Our proposal is about priorities. We say that 

governments should concentrate their efforts 

on a few policy fields in which, under the giv-

en circumstances, the highest value added in 

terms of social inclusion can be obtained. Our 

selection of priorities is based on an assess-

ment of what cannot be achieved in the fore-

seeable future, desirable as it may be. In none 

of the countries in the region (Slovenia and 

Greece excepted) it is realistic to expect that all 

working-age adults will earn an income that 

allows them to buy those essential goods and 

services on the market that make the differ-

ence between social exclusion and inclusion. 

In fact, the percentage of those without a de-

cently paying job or economic activity will re-

main very high indeed for many years to come. 

Moreover, governments will not be able to top 

up low incomes with enough public money to 

overcome large-scale social exclusion. 

Proactive Policies and Policies Targeted 
at Excluded Groups 

Policies against social exclusion can aim at 

generating a situation, which leaves nobody 

excluded. We might call them proactive poli-

cies. And they can target those who are so-

cially excluded, trying to get them out of the 

situation of social exclusion. Proactive policies 

are much more important to arrive at a social-

ly inclusive society. If successful, they do away 

once and for all with large parts of social ex-

clusion. By eliminating important mechanisms 

of social exclusion, they prevent the problems 

from continuously re-emerging. Thus, they 

obliterate, or at least reduce the need for tar-

geted policies. 

However, the present reality in South East-

ern Europe is characterized by the existence 

of sizeable groups of socially excluded people 

who are beyond the reach of proactive univer-

sal policies. A strategy of social inclusion that 

truly deserves this name cannot neglect them. 

It must devise means that help them to be-

come included (or re-included). These means 

may have to be rather specific, i.e. related to 

the particular situation the target group finds 

itself in now. Addressing the mechanisms that 

got it into this situation is not enough. 

Education and Healthcare: the Main 
Pillars of a Viable Social Inclusion 
Strategy in South Eastern Europe 

If it is unrealistic to overcome the gap of 

money income that makes for social exclu-

sion, policy must focus on making available 

the “essentials” of a decent living indepen-

dently of people’s income. The “essentials” 

on which the inclusion policy in South Eastern 

Europe should concentrate are education and 

health care. They constitute the main pillars 

of a viable social inclusion strategy in SEE. 

Why education? And why health care? 

Because we consider them to be indispens-

able mechanisms of sustained social inclu-

sion. We consider health a primary right that 

cannot be conditioned on income. Education, 

in turn, is the key to the individual’s chances 

on the labor market and we postulate that 

nobody should have fewer chances because 

he or she comes from a poor family. In other 

words: equality of chances is essential for so-

cial inclusion, even if it must be accepted that 

many will not succeed on the market – due 

to the shortage of well-paying jobs. Universal 

access to good education is not only crucial 

for social inclusion, it is also one of the keys to 

a country’s success in the world market and, 

thus, to national prosperity. 

Jobs: the Third Pillar 

We propose a third pillar of social inclusion 

in SEE: maximizing the capacity of the labor 

market to provide jobs. This policy line is a pri-

ority because it addresses the origin of social 

exclusion, weakening its grip on SEE societ-

ies. To the extent that job creation succeeds, 



139Policy Priorities for Social Inclusion in South-Eastern Europe

social inclusion will become more encompass-

ing, extended beyond the two “essentials” of 

health care and education. 

Social Services: the Fourth Poillar 

We finally propose a fourth policy line. It ad-

dresses the needs of that heterogeneous 

group of disadvantaged people that suffers 

from more than just low income, the links of 

which with the mainstream of social life have 

been severed for a variety of biographic and 

other reasons. We speak about social services. 

A Battle to be Won 

Our proposal does not claim any originality. 

It contains nothing that has not already been 

said many times by highly competent individu-

als and institutions. We submit our proposal 

nevertheless, because we see a need for po-

litical orientation in the multi-focused, often 

incoherent and non-strategic social policy dis-

course. Most of all, we see the need for policy 

priorities, i.e. for a well-founded selection of 

policy lines to be pursued in a determined way 

– with a commitment to definitive success, 

not just as an area of attention. We approach 

the pursuit of social inclusion as a battle to be 

won, not as an eternal construction site. 

Education 

Why is Education a Priority for Social Inclusion? 

Access to good education for all ch ildren 

and youngsters, including those from poor 

families, from remote rural areas, and of Roma 

origin, must be a priority for any strategy for 

social inclusion in South Eastern Europe. 

• Key to a decent income: Education is the 

key to an individual’s chances of earning a 

decent income in the market. Disregard-

ing individual exceptions, it is the only 

way to overcome a child’s disadvantage 

of being born in a poor and/ or excluded 

family. A society that has a highly unequal 

distribution of income and wealth has to 

emphasize the more on the equality of 

chances, which comes with the universal 

access to good education; 

• Economic feasibility: Good education for 

all is perfectly feasible even for very poor 

countries. There is no plausible economic 

reason, which would make it unattain-

able. It is more a matter of political will; 

• Decaying in South Eastern Europe: 

Throughout most of South Eastern Eu-

rope, increasing parts of the young gener-

ation can no longer take good education 

for granted. It takes a decisive political ef-

fort to turn the universal good education 

into reality (once again); 

• Key to economic development: Education 

is not only the key to a young person’s life 

chances. It is also the key to national eco-

nomic development. Universal access to 

good education carries a double dividend: 

it reduces social exclusion and increases 

national prosperity. 

Six Basic Requirements 

A state committed to universal good educa-

tion must: 

1) ensure the access to schools providing ed-

ucation up to a high school degree physi-

cally available throughout the country; 

2)  make sure that no school offers education 

below a certain quality standard; 

3)  make sure that all children from the age 

of 6 to the age of 16 attend school; 

4)  make sure that the learning disadvantages 

that originate from certain family back-

grounds are eliminated as much as possi-

ble, or in other words, that all children and 

youngsters have equal chances at school in 

line with their biological endowment; 

5)  make sure that everybody with good school 

grades can advance to higher education, in-

dependent of family income or background; 
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6)  make sure that high-standard university ed-

ucation is available to all those who qualify 

by virtue of their intellectual capacity. 

Ensuring Physical Access 

Equipped and sufficiently staffed schools 

must be available throughout the country, 

so that all children and youngsters, wherever 

they live, can attend them. Where efficiency 

considerations stipulate the concentration of 

schooling in a limited number of towns and 

villages, adequate transport facilities must be 

made available for those children who live too 

far away from the school centers. 

Ensuring Quality: the Importance of 
Central Control and Competitive Salaries 

Ensuring high quality of teaching throughout 

the country requires: 

• good teachers; 

• good didactics, and 

• good curricula. 

Providing good teachers requires first of 

all, that capable persons be attracted to the 

teaching profession. Then it requires that 

teachers get a good training in their profes-

sion and that they should be obliged to pass 

high-standard exams before getting permis-

sion to teach. Finally, it requires that the ac-

credited teachers be made available to all 
schools throughout the country. 

Three things are crucial for the universal 

availability of good teaching personnel: 

• competitive salaries and other profession-

al incentives; 

• centralized control of teachers’ training, 

professional accreditation, and an ongo-

ing assessment of teachers’ performance; 

• centralized assignment of teachers to the 

schools throughout the country. 

Teachers should be employed by the 

state, not by local authorities. In countries 
characterized by a large gap between urban 
and rural living conditions and between the 

revenues of rich and poor municipalities or 
counties, these conditions cannot be met, if 
town halls, municipalities, or county admin-
istrations are the employers of teachers. The 
teaching personnel must be employed by the 
central government or at least by a larger re-
gional authority with control over a good mix 
of urban and rural territories and with suffi-
cient revenues to pay adequate salaries. 

Furthermore, the ultimate choice of a 
school cannot be left to the individual teacher. 
A mandatory assignment procedure is need-
ed, similar to the one in a country’s diplomatic 
or military services. This does not have to ex-
clude the opportunity that senior teachers’ 
geographic preferences should be taken into 
consideration as much as possible. Western 
European countries such as Germany, Austria, 
or Belgium reserve their right to assign teach-
ers to places where they are needed most. 

As far as didactics and curricula are con-
cerned, these, too, must be subject to stan-
dards, which have been ensured by a central 
school authority. From the point of view of 
human-capital formation, less from the point 
of view of social inclusion, it is highly desir-
able that the mandatory curricula emphasize 
on intellectual/mental capabilities and pro-
mote independent thinking, problem-solving, 
and initiative. 

Ensuring Universal School Attendance: 
by Enforcement, if Necessary 

If education is to be a mechanism of social 
inclusion, not exclusion, it cannot simply be 
an offer. It has to be a “must” for all children 
and youngsters. This implies that the choice 
between school attendance or not cannot be 
left to the parents, who, for whatever good 
or not so good reasons, might opt for not 
sending their kids to school. Children’s rights 
to be prepared well for their adult life are to 
be valued higher than parents’ rights to have 
different opinions. 
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In enforcing the obligation to attend 

school, positive persuasion is to be preferred 

(e.g. through free meals in schools), but coer-

cion must be applied as “ultima ratio” where 

persuasion fails. 

Needless to say, if school attendance up 

to the tenth grade is a universal obligation, it 

must be financially affordable for the poor as 

well. This implies that books and other expen-

sive materials should be made available for 

free to the children from poor families. This, 

too, has been common practice in West Euro-

pean countries. 

Neutralizing Milieu Disadvantages: 

Universal Pre-schooling 

It is well known that children who are not 

challenged intellectually at home from early 

age on do significantly worse at school than 

others. They will not have the same chances 

later in life as their peers from more educa-

tion-friendly backgrounds. A policy of social 

inclusion should neutralize this disadvantage 

as much as possible 

• by providing pre-schooling throughout 

the country, including the rural areas, and 

• by having children attend school all day, 

not just half-day, combing lessons with 

supervised individual and group work. 

The countries that score best in the fa-

mous PISA study do just that. 

Free Education or Tuition Fees Plus 

Subsidies for the Poor 

The requirements, which a socially inclu-

sive policy poses to education, are relatively 

straightforward. They do not leave much room 

for strategic choices. But with regard to two 

issues, there different options do exist. One of 

them refers to the issue of free education vs. 

tuition fees plus subsidies for the poor. 

While there is an overwhelming support 

for the idea that primary education should 

be a public good, made available for free to 

all children of the corresponding age group, 

things are different with regard to high-

schools, as well as: 

• universities; and 

• pre-schooling facilities. 

All these can be offered for free to all chil-
dren or youngsters of the corresponding age 
group. Or fees can be charged, while those 
who are considered too poor to pay them re-
ceive subsidies of one sort or another that en-
able them to attend. 

The option of treating education on the 
three levels mentioned as a “public good” that 
is to be offered universally free of charge has 
a clear advantage as far as social inclusion is 
concerned. Universal free access signals a civ-
ic right that leaves no room for discrimination 
between those who can pay and those who 
cannot. But non-discrimination hinges on the 
condition that the quality of public education 
is not inferior to the one of private education. 
Meeting this criterion might require a consid-
erable financial and organizational effort on 
the part of the state. The South Eastern Euro-
pean reality shows that states have difficulties 
in this respect and easily end up offering in-
ferior public education for those who cannot 
afford better private solutions – the opposite 
of a socially inclusive education. 

Therefore, the fees-cum-subsidies option 
has the advantage of making the required re-
sources for universally good education on all 
levels more easily available. It has the disad-
vantage that it requires a potentially cumber-
some means-testing process. 

The fees-plus-subsidies approach can be 
applied to a system of exclusively or over-
whelmingly public education. In this case, the 
simplest way of subsidizing the poor is to ex-
empt them from the obligation to pay fees. 
The approach can also be applied to private 
education. Subsidies to the poor must then 

take the form of vouchers that buy them the 

respective private services. 
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Government-enforced vs. 
Market-enforced Quality Standards 

The simplest way of ensuring universal good 

quality seems to be that the government 

as the agency responsible for the common 

good shall set the standards. But this re-

quires a functioning and impartial govern-

ment that attributes a high priority to educa-

tion. Another way to enforce high standards 

is to use the market mechanism. You need a 

(non-governmental) rating agency that pub-

lishes its findings and you need free choice 

of schools. The bad performers would then 

be punished by the clients who abandon 

them. They could, in addition, be punished 

by the state, which is entitled to reduce the 

salary premiums for the managers and the 

teaching staff of the badly performing edu-

cational establishments. 

The rating approach to ensuring high stan-

dards might work most easily for universities. 

On the other education levels it can work, if 

there is a sufficient private supply that can ac-

commodate the clients who abandon the bad 

performers. This is probably quite unrealistic for 

the country-side. Of course, such an approach 

is only compatible with a socially inclusive edu-

cation, should the poor be given vouchers to 

attend the highly rated establishments. 

Politically Most Important: Top 
Priority for Education 

A socially inclusive educational system is not 

to be had cheaply. 

• Teachers have to be paid relatively well; 

• Schools have to be equipped well; 

• Pre-schooling facilities have to be set up 

and staffed throughout the country; 

• All-day schools require more (well-paid) 

teachers than half-day schools; 

• Even if extensive use is made of tuition 

fees, subsidies to the poor have to be fi-

nanced. 

But in spite of all this, neither the low per-

capita income of most South-Eastern European 

countries, nor the limited capacity of the South 

Eastern European states to collect taxes, can 

be valid excuses for the absence of a socially 

inclusive education. Financing such an educa-

tional system is not a matter of availability of 

resources, but of the priorities of resource al-

location. In fact, the key to a socially inclusive 

education system (in itself a milestone on the 

way to economically feasible social inclusion 

in South-Eastern Europe) is the priority given 

to it in the political decision-making process. If 

politics assigns this priority, the good result will 

be guaranteed. All the technical issues that can 

and must be raised with regard to the struc-

ture of the educational system and the modes 

of paying for it are just that: technical issues. 

Healthcare 

Why is Healthcare a Priority for Social Inclusion? 

Access to adequate healthcare for  all citizens, 

rich and poor, city and country folks, is a pri-

ority for any strategy of social inclusion in 

South Eastern Europe for three valid reasons. 

Human right: From a normative point of 

view, nobody should be denied the possibili-

ties, which state-of-the-art medicine can pro-

vide to fend off illness and to restore health 

in case of illness. Access to state-of-the-art 

healthcare simply should not depend on a 

person’s income or wealth. It should be con-

sidered a human right. 

Economic feasibility: The human right of 

adequate healthcare can be secured within a 

relatively short period of time even at very low 

levels of national per-capita income, should 

the right policy decisions be made. 

Neglect in SEE: Throughout most of South 

Eastern Europe, significant parts of the popu-

lation are denied access to adequate health-

care, because the necessary political decisions 

have not been made thus far. 
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The basic options of securing 
adequate healthcare for all 

Public vs. Private Supply of Healthcare 

Conceptually, the simplest way to provide 

healthcare to all citizens is to set up a pub-

lic service endowed with sufficient resources 

and well managed, so that it could be capable 

of having its functionaries abide by the rules 

of such public service.

An entirely different and conceptually 

more complex way is to leave healthcare 

provision to private initiative and the mar-

ket, while making sure at the same time that 

those on low income are not pushed into a 

“low-end” segment of the health market 

where the protection offered is inadequate. 

But how can the poor (the term is being used 

here to denote all low-income citizens, inde-

pendently of a particular definition of what 

constitutes poverty) be put in a position to 

buy adequate healthcare in a private mar-

ket? One way or another, their demand in 

this market must be subsidized. 

The Healthcare and the Insurance Market 

But before we consider the options of sub-

sidizing the healthcare demand of the poor, 

attention must be directed to a complication 

that is particular for the health market. The 

need for healthcare is highly uneven, un-

predictable, and at times well beyond “ordi-

nary” people’s financial means. Therefore, it 

requires an insurance that protects the indi-

vidual against the risk of high healthcare bills. 

People then do not directly buy healthcare, 

they buy insurance coverage. And it is insur-

ance coverage that has to be made socially 

inclusive, if we want to pursue the option of a 

private healthcare market. For this, there are 

two basic options. 

Linking Healthcare Delivery and Insurance:
Public and Private Options 

The public options: The state maintains well-

equipped and well-staffed clinics and hospi-

tals throughout the country. All citizens have 

access to these public healthcare facilities 

– either for free or against a modest fee (of 

which the very poor can be exempted). The 

public healthcare facilities can be financed in 

two ways: 

• out of the central government budget 

(much like the practice of the United King-

dom); 

• by contributions that are mandatory for 

all citizens (defined as a percentage of in-

come, with exemptions for the very poor). 

Private Option A: Private Delivery, 
Flat-rate Insurance, State Subsidies: 

1. Healthcare is provided by private doctors 

(family doctors or general practitioners, 
as well as specialists), clinics, laboratories, 

hospitals, and pharmacies, which all com-

pete for clients;

2. Law obliges all citizens to buy a health in-

surance; 

3. It obliges all health insurers (in case there 

are more than one – see the discussions 

below) to cover all “serious” health risks, 

i.e. paying for all treatments necessary to 

restore health in case of illness; 

4. Law forbids insurers to select good risks, 

i.e. to exclude people with a relatively high 

likelihood of needing expensive medical 

treatment. Law also forbids insurers to 

charge higher fees from higher-risk cli-

ents. Insurers will then charge each client 

the average healthcare costs per capita 

of the population plus a mark-up for the 

organizational costs and the profit of the 

insurance company; 

5. The state subsidizes, out of its own budget, 

the health insurance of those citizens who 

can prove that their income is too low. 
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Private Option B: Private Delivery, 
Income-related Insurance Fees: 

Law sets up the same framework as for private 

option A. But in addition it stipulates insur-

ance fees related to income, so that nobody 

is excluded for lack of purchasing power. This 

implies that the richer citizens pay higher than 

average fees, while the poorer ones pay lower 

than average fees. The danger that the rich 

then would not buy such an insurance cover 

is precluded by the legal obligation to do so. 

Of course, there are other criteria to be 

met for a viable healthcare system, stipulating 

other distinctions with regard to policy op-

tions. We consider two of them, cost efficien-

cy and healthcare supply for the country-side 

in the course of the discussion of our three 

basic options. 

Pros and Cons of the Public Options 

The pros: simple and straightforward 
1.  Public health-care supply corresponds 

to the existing reality throughout South 

Eastern Europe. No all-out restructuring 

would be needed; 

2.  It is socially inclusive by design, because 

access does not depend on purchasing 

power. No complicated subsidy scheme is 

needed to grant access to the poor; 

3.  Public healthcare supply is not out for prof-

it and seems best suited to keep doctors’ 

costs under control, because doctors are 

public employees and paid accordingly. 

The Cons: the Syndrome of the Inefficient State 
Throughout South Eastern Europe, post-

communist public healthcare supply has come 

to demonstrate serious deficits with regard 

to quality, scope, and reliability of delivery, 

as well as with regard to cost efficiency. Too 

little money is made available to the points 

of delivery, and most of all this holds true of 

clinics and hospitals. The practitioners within 

the public healthcare system do not apply the 

rules and tend to make delivery dependent on 

illegal additional payment, so that poor pa-

tients are “filtered out” from even that defi-

cient public healthcare, which currently exists. 

All this could be mended, if public admin-

istration could be made to function well. After 

all, public healthcare has functioned reasonably 

well under communist rule and it is functioning 

reasonably well in the UK. But there are serious 

doubts that the post-communist state will soon 

acquire the capacity (a) to ensure the necessary 

allocation of resources to adequately fund pub-

lic healthcare, and (b) to reduce significantly the 

system’s endemic corruption. These doubts refer: 

• to the lack of pressure on the political elite 

to make a sustained effort at enforcing 

efficiency against considerable resistance 

from within the system, as well as the lack 

of political rewards for doing so; 

• to the difficulty of raising significantly 

public revenues, thus making more funds 

available for higher doctors’ and nurses’ 

salaries, for better equipment, and for 

a more comprehensive coverage of pa-

tients’ medication needs; 

• to the immanent – not SEE-specific – dif-

ficulty of ensuring efficiency and control-

ling waste in a bureaucracy with its lack of 

clients’ power and the many hidden agen-

das of its agents. 

Pros and Cons Concerning Private Option A 

The Pros: Efficiency for All, Subsidies for the Poor 

Market-driven supply has had the big ad-

vantage vis-a-vis public supply, namely that 

the clients have the chance to enforce effi-

ciency and quality by patronizing the advan-

tageous suppliers and pushing the others out 

of business. However, in a healthcare market, 

the pressure of competition must not be tak-

en for granted. Still, such a potential exists, if 

the market is given an adequate framework, 

most of all if each one of the following condi-

tions applies: 
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• Patients can choose between competing 

doctors, hospitals, laboratories, etc; 

• Patients can choose between competing 

insurances; 

• On behalf of patients, control bodies 

check up whether doctors’ prescriptions 

with regard to treatment and tests are 

conducive to the restoration of health or 

are just increasing turnover; 

• On behalf of patients, insurers negotiate 

prices with doctors, hospitals, laborato-

ries, etc. 

But even if there is only one (public 
or semi-public) national insurance fund 
or institution, private suppliers usually 
look for business, tending to oversupply 
rather than undersupply. 

As far as social inclusion is concerned, the pro-

visions of private option A have the advantage 

of keeping the market and the subsidies for the 

low-income groups separate. Health insurers 

are not involved in the difficult job of means-

testing. Everybody’s insurance fees are directly 

related to the average healthcare costs. Social 

solidarity is taken care of by the system that 

has been explicitly designed for financing pub-

lic expenditures for public goods and through 

redistribution – by means of the tax system. 

The Cons: Major Restructuring, Danger of 
Cost Explosion, Drain on Public Funds 

Setting up a universal and private-supply 

based healthcare system with a flat-rate insur-

ance fee and subsidies for the poor requires a 

profound restructuring. Three tasks have to 

be fulfilled simultaneously, so that the system 

can start and replace the old public one. The 

tasks are: 

• turning public clinics and hospitals into 

self-sustaining enterprises (without neces-

sarily selling them to private investors); 

• setting up a mandatory universal insur-

ance system; 

• providing for subsidies to the poor (and, 

if politically desired, for dependent family 

members). 

Altogether, this is not an easy target 
for the weak South East European states! 

Private healthcare can become easily quite ex-

pensive, if there is no adequate control mech-

anism in place. Since insured patients have no 

incentive to economize, this task is left to the 

insurer(s), who might tend to be passive and 

pass on the prices charged by well-organized 

doctors and other suppliers to their clients. For 

insurers to be cost-sensitive, competition for 

clients would be the strongest incentive. But it 

takes public supervision to keep up adequate 

coverage, preventing cut-backs. A non-com-

peting national health insurance institution 

that acts like a patients’ cooperative vis-a-vis 

hospitals, doctors, pharmacies, etc., could also 

control costs – if its managers can be induced 

to make the effort to do so. 

Altogether, a private system tends to 

oversupply, neglecting costs, whereas a pub-

lic system tends to undersupply without nec-

essarily economizing. 

The flat-rate-cum-subsidy provision for pri-

vate option A might cause an excessive drain 

on public expenditures in countries where 

large parts of the population cannot pay for 

a flat-rate insurance fee and, therefore, need 

to be subsidized. Even if alternative solutions 

ultimately do not cost less to the people, the 

limited taxing capacity of the South-East Eu-

ropean states has to be taken into account. 

Of course, this danger is the more serious, the 

less cost control, discussed above, succeeds. 

Pros and Cons Concerning Private Option B 

In comparison with a public system, the same 

considerations apply as stated above with re-

spect to private option A. But how does private 

option B compare with private option A? 
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The pros: Efficiency is Similar to Private 
Option A, But Entails a Lesser Drain on Taxes 

Income-related mandatory insurance fees in-

corporate the indispensable subsidizing of the 

low-income groups into the health-care sys-

tem. That frees the tax-system from the need 

for paying potentially huge transfers into the 

health system.

The Cons: Difficult Control 

It is difficult, though probably not impossible, 

to have mandatory income-related insurance 

fees and competing private insurers, which 

would constitute a major device to press for 

efficiency. In any case, much regulation would 

be required to force private insurers to apply 

lower fees to poor clients and to accept poor 

clients at all. The danger is that without flat 

rates, competing private insurers create a two-

tier system, with some specialization in the ser-

vice provision in the higher end of the market 

(high prices and good healthcare) and another 

type of service provision in the lower end of 

the market (low prices, poor healthcare). 

How to supply the country-side with 
adequate health care? 

The Public Option: the Easiest, if we 
Had a Functioning State 

The public option would theoretically have 

the fewest problems to accomplish this, if: 

• the government were to set up a suf-

ficient number of clinics and hospitals in 

the country-side, combined with mobile 

service stations and transport aids, similar 

to those existing in other countries with 

low population density; 

• the government were capable of freeing 

the existing system from its serious defi-

ciencies, to start with. 

The second “if” brings us back to the fun-

damental doubts about the public option that 

have been laid down above. 

The Private Options: Mandatory Insurance 
Creates a Market in the Country-side, too 

The private options have to rely on incen-

tives for private suppliers to set up business 

in the country-side. Since the private insurers 

pay competitive fees to the suppliers, there 

are business opportunities for practitioners 

to go to the country-side. The more so, if 

healthcare markets in urban areas are highly 

contested (oversupplied) and the business 

opportunities for the individual supplier are 

meager accordingly. 

A Hybrid Option ...

... would rely basically on private market solu-

tions, but would supplement them either with: 

• public subsidies for doctors in the country-

side, or 

• public transport services for patients, or 

• both. 

A tentative recommendation: Private de-

livery, income-related insurance fees 

None of these options point to a straight-

forward success. The political odds are not di-

rectly propitious for having any of them func-

tioning well. But the alternative to all of them 

(perhaps the “realistic” option) is continued 

social exclusion, meaning that poor people on 

the average are less healthy, have more physi-

cal and mental handicaps, and live less long. 

Weighing the advantages and disadvan-

tages discussed above, private option B might 

be the best bet. The likely price to be paid 

would be to renounce competition on the in-

surance market. The ensuing loss of efficiency 

could perhaps be offset in part, if the insurance 

is set up as a patients’ cooperative, with top 

managers being elected by the patients and 

with an ombudsman who explores efficiency 

reservoirs and reports back to the patients. 



147Policy Priorities for Social Inclusion in South-Eastern Europe

Policies to Promote Employment 

Why are They a Priority for Social Inclusion? 

Gainful employment is  the basic mechanism of 
social inclusion. It provides the most important 

source of income for the “ordinary” people. 

Key to pensions: The way pension systems 

function, gainful employment during most of 

the working life is the only way to acquire en-

titlements to old-age pensions (unless persons 

save on their own for the time when they can 

no longer earn). 

Tax base: Unless the state concentrates 

on taxing consumption (VAT, excise taxes), its 

ability to finance public policies, including ed-

ucation and subsidies for the poor, depends 

to a considerable extent on the volume of 

salaries it can tax. 

The major deficit in SEE: As a consequence 

of the almost unavoidable restructuring of 

the former socialist economies, millions of 

jobs have vanished throughout South Eastern 

Europe. The emerging capitalist market econ-

omy has so far created relatively few decently 

remunerated replacements. Why? In the early 

years after the change of the systems, eco-

nomic growth was slow, few new produc-

tion facilities were set up, while large parts 

of the old facilities had to close down due to 

their lack of competitiveness in the new mar-

ket environment. When re-investment gained 

momentum, speeding up output growth, 

it did so at a much lower ratio of national 

work input per unit of output than the old, 

relatively unproductive socialist economy had 

done. The rhythm of job creation stayed well 

behind the rhythm of job destruction. In some 

of the countries that emerged from the for-

mer Yugoslavia, this systems-change effect 

was shadowed by the destructive effects of 

the various secession wars in the 1990s. With 

the formal labor market remaining far from 

absorbing the workforce, many people took 

to “informal”, largely precarious, forms of 

selling their work services and carving out a 

niche for survival. This informal sector is part 

and parcel of the social exclusion syndrome in 

the entire South-Eastern Europe. 

Lately, some countries, such as Romania 

or Moldova, have been facing an increasing 

shortage of manpower, both highly skilled and 

not so skilled. This is predominantly caused by 

labor migration abroad, which, in turn, is a 

response to the job shortage at home, as well 

as to the huge wage gap between domestic 

and foreign labor markets. At the same time, 

formal employment remains very low indeed 

and precarious forms of work, such as subsis-

tence agriculture, continue to abound. Part of 

the problem here is that people do not move 

easily from low-employment to high-employ-

ment regions or localities. 

The Central Task: Incorporate More 
People Into the “Formal” Labor Market 

Our proposals are based on the premise that 

decently paying employment for all will not 
be available for a long time in most of South 

Eastern Europe. Still, everything possible must 

be done to strengthen the employment pillar 

of social inclusion. This implies that policies 

related to the labor market must concentrate 

on the creation of formal employment and 

not on the protection of the employed. 

Employment creation is a public policy 

task in South-Eastern Europe, precisely be-

cause market dynamics alone will most likely 

be unable to provide for a adequate solution 

for a long time to come. 

There are 3 strategic directions for public 

policy to help employment: 

1.  Create new jobs 
2.  Increase employability 
3.  Reduce barriers to entry into the formal 

labor market 
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Creating New Jobs: 
Well Designed Public Work Schemes 

As economies grow, demand for labor will 

grow, too. But: 

• not all economies have been growing at a 

fast rate yet; 

• as new jobs appear, old ones still disap-

pear, reducing significantly the net in-

crease in employment; 

• economic growth tends to be capital-in-

tensive, requiring relatively little additional 

work input per unit of additional output. 

Therefore, there is a case for the state to 

speed up employment growth by setting up 

relatively labor-intensive public work schemes. 

In addition to providing employment for ad-

ditional persons, public work schemes carry 2 

other benefits; 

• Employment creation can be targeted at 

disadvantaged groups of the labor market 

(e.g. low-skilled workers, people in de-

pressed regions). 

• Public works, if well designed, improve 

the country’s infrastructure, facilitating fu-

ture economic growth and/or increasing 

the quality of life for all the citizens (e.g. 

improved road access to remote places). 

But, of course, public works cost public 

money. Moreover, the additional benefits 

will materialize only if the schemes are well 

designed – something that requires a highly 

competent state bureaucracy. 

Creating New Jobs: Facilitating Part-Time and 
Other Non-conventional Types of Employment 

Part-time employment lets more people par-

ticipate in a given production or service task. 

Therefore, labor market regulation should fa-

cilitate and/or stimulate it, at least voluntary 

part-time work. 

Creating New Jobs: Wage Increases 
in Line With Productivity Increases 

While some wages increase rapidly in South 

Eastern Europe because employers compete 

for skilled personnel, in many labor market 

segments wage increases remain way be-

hind the average productivity increases. This 

applies in particular, but not only, to servic-

es where productivity cannot easily rise in a 

physical sense, like, for instance, in teaching, 

health care, public administration, or domes-

tic services. Wages remain low there 

• because abundant labor supply keeps 

them low, or 

• because labor is not aggressively demand-

ing pay rises, or 

• because the public employer faces budget 

constraints. 

The effect of average productivity grow-

ing consistently faster than average wages do 

may be that the domestic demand is lagging 

increasingly more behind the output poten-

tial. Foreign demand may close the gap, as 

the country is coming to export an ever larger 

share of its production. But as a rule, the la-

bor market segments with relatively stagnat-

ing wages are not the ones that produce for 

foreign markets. Thus, increasing wages there 

would expand domestic demand without im-

pairing export chances. Moreover, this would 

counteract the social polarization, which re-

sults from highly uneven wage development, 

raising at the same time real incomes of the 

neglected segments and reducing those of 

the privileged ones (because they face higher 

prices for domestic services, etc.). 

Making People More Employable 
by Improving Their Skills 

Public policy can facilitate formal, decently 

paying employment by: 

• ensuring that every child and adolescent 

gets a good education (see the chapter on 

education); 
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• adjusting school curricula – to the possible 

extent – to the demands of the labor market; 

• setting up appropriate schemes for pro-

fessional education, accessible to all; 

• setting up schemes for life-long learning, i.e. 

of recurrent skill upgrading and retraining. 

Increasing the skill level of the population 

is a no-regret policy, even though it cannot 

make up for the lack of jobs by itself. 

• The corresponding schemes create jobs by 

themselves because they employ teachers 

and trainers; 

• An important result will be that the coun-

try becomes more attractive for investors;

• Universal good education is in itself an 

important means conducive to reducing 

social exclusion. 

Making Available Jobs More Accessible: 
Offering Affordable Housing in “Boom Towns” 

The prolonged co-existence of labor scarcity 

in booming regions (mostly larger cities) with 

abundant labor supply in depressed regions is 

due in part to the high living costs in the boom 

regions that restrict internal migration. An ap-

propriate policy response would be to supply 

affordable housing in the regions/ towns where 

manpower has become scarce. At the moment, 

this does not seem to be a likely priority for hard-

pressed public budgets. But in the longer run it 

might be worthwhile to devise ways of pooling 

private and public resources to the purpose of 

providing low-cost housing. 

In addition, an adequately staffed inter-re-
gional labor office can be set up to guide job-

seekers in the province into the available jobs 

elsewhere (like Germany has done in Eastern 

Turkey in the 1960s when the German industry 

was desperately looking for foreign workers). 

Increasing the Supply of Formal Jobs: 
Enhancing Employment Flexibility 
(the Concept of “Flexicurity”) 

Employers hesitate to hire additional person-

nel, if they anticipate serious difficulties with 

laying it off later on, when it could no longer 

be needed. Job protection, thus, can turn into 

an obstacle to employment creation. Employ-

ers tend to resort to all kinds of informal solu-

tions (legal, half-legal, and illegal) to avoid the 

anticipated costs of formal down-sizing. They 

prefer flexible work contracts. 

Workers prefer contracts that provide job 

security, most of all in a context of job scarcity 

where decently remunerated work is a certain 

privilege and where losing it carries the pros-

pect of outright poverty. The notion of social 

inclusion implies precisely this basic security 

of “remaining included”. Labor market policy 

can aim to combine the flexibility employers 

appreciate with the security workers aspire 

for. This implies that labor market regulation 

focuses on income security rather than job se-

curity: while the employer has the flexibility to 

lay-off excess work force without much dif-

ficulty, the laid-off workers have the security 

of maintaining their income level. This is the 

essence of the concept of “flexicurity”. 

How to get “flexicurity” in the context of 

labor abundance? 

• by keeping people employable, training 

and retraining them in accordance with 

the needs of the labor market; 

• by facilitating the transfer of labor from 

shrinking enterprises, sectors, and regions 

to expanding enterprises, sectors, and re-

gions (see the sections above); 

• by setting a relatively high ratio between 

the unemployment benefit and the last 

wage before redundancy, for just a few 

months at least. 

The key to working “flexicurity” is a high 

chance of relatively rapid reemployment of 

those laid off, which might require a preference 

treatment for those recently laid off in compari-

son with other unemployed workers. The ben-

efit will be a higher rate of employment alto-

gether, as companies are more willing to hire 

personnel in conditions of uncertainty. 
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Increasing the Supply of Formal Jobs: 
Reducing Taxes on Work, Financing 
Social Security Differently 

Other things being equal, employers pro-

vide more formal jobs, if the costs per for-

mal working day or hour are relatively low in 

comparison with the costs of informal work. 

This condition would be helped by an ar-

rangement, which eliminates employers’ and 

employees’ contributions to social security, 

replacing them by state contributions. This 

would imply a tax rise to finance the addition-

al government expenditure. On the average, 

people would not be left with more dispos-

able income. The transition would have to be 

compensated by a wage increase more or less 

equivalent to the former “social taxes”. Thus, 

work would not immediately become cheap-

er. But the effect would still be: 

(a)  that the changing needs for funding so-

cial security could no longer affect the 

costs of labor; 

(b)  that not only formally employed people 

should be paying for social security, but 

basically all citizens should do so. 

However, the advantage of severing the 

link between social security and labor costs 

comes at a price. The link between social se-

curity contributions and benefits would also 

become totally blurred, erasing any sense of 

earned ownership on the part of the benefi-

ciaries. Moreover, budget constraints might 

convey a tendency towards benefit cuts, which 

could undermine social inclusion. A compro-

mise could consist in a combination of: 

• benefits financed directly out of the gov-

ernment budget, and 

• benefits financed by contributions lev-

ied on all citizens, rather than just on the 

dependently employed ones (the hired 

workforce). 

Candidates for the first type would be all 

kinds of flat-rate transfers, i.e. transfers that 

are not related to the contributions paid by 

beneficiaries, such as a guaranteed minimum 

income, including a minimum old-age pension. 

Candidates for the second type would be: 

• top-up pensions; 

• contributions to the mandatory health 

insurance schemes, which must not 

be allowed to fall below the true costs 

of good healthcare (see the chapter on 

healthcare above). 

Unemployment benefits, which accord-

ing to the “flexicurity” principle discussed 

above, should be at a level close to the last 

wage, could stay in the domain of employ-

ees/employers contributions, so that the link 

between risk and coverage will remain clear. 

But they could also become the responsibility 

of the central government, since the replace-

ment ratio would be fixed by law. 

Social Services 

Why are They a Priority for Social Inclusion? 

Special social contingencies remain a nd re-
quire special care. The above discussed pillars 

of an economically feasible social inclusion 

strategy for the countries of South Eastern 

Europe take care of the most serious conse-
quences of insufficient income as well as – to 

some extent – the major cause of insufficient 

income. But social exclusion is not only a con-

sequence of the lack of income that could 

be mended by a public-goods approach. Of-

ten it takes particular (and especially harsh) 

forms that are not mended by access to good 

healthcare and good education, but require 

rather special case-specific attention. 

Three such personal emergencies stand 

out as particularly frequent and serious: 

• children in distress, without help from a 

family; 

• drug addiction; 
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• extreme poverty, lack of personal income 

coinciding with lack of any family support. 

There are other types of emergencies 

originating from family problems, health 

problems, and lack of money. It is unneces-

sary to identify them, because we recom-

mend social service structures that are orien-

tated and susceptible to all kinds of personal 

needs. What is important is to emphasize 

that they need attention and that mending 

them must be part and parcel of any strategy 

of social inclusion. 

But it is also important to stress that so-

cially inclusive education and healthcare sys-

tems would considerably reduce the number 

of cases that need special social service atten-

tion. An appropriate strategy of social inclu-

sion makes these cases a residual category. 

General Institutions to Identify Needs – 

Specific Institutions to Attend to Them 

Abandoned children need a different type 

of care than an old woman without a fam-

ily who is unable to do her shopping, or a 

family left without any income because the 

mother is mentally ill and the father has dis-

appeared. It is not our aim to offer satisfying 

answers to all the various issues that arise in 

connection with the variety of social problem 

cases. But we propose an institutional set-

up into which specific attention should be 

embedded. This set-up should observe the 

following principles: 

• a common institution as first stop for all 

kinds of social problems, as a general “re-

lay or dispatch station”, from which “cli-

ents” will be channeled to the appropri-

ate providers of specific assistance; 

• an active search for problem cases, carried 

out by a staff of well-trained social workers; 

• decentralization of delivery, centralized 

funding (in order to overcome the budget 

constraints of poor communities). 

Make Use of Private Commitment, 
but Maintain Public Control 

Care for disadvantaged people is one of the 

most important fields of private charity of all 

kinds. Much of this charity is organized by non-

profit organizations and based on volunteer 

work. Poor governments should make use of 

this potential. It adds to the funding, the organi-

zational capacity, and the professional expertise 

available for social services. There are various 

ways of combining private and public initiatives. 

• The government funds private non-profit 

deliverers of social services, leaving the or-

ganizational set-up to them; 

• The government buys the services of pri-

vate deliverers, incorporating them into the 

public “master plan” of social assistance; 

• The government leaves the field largely to 

private charity and confines itself to filling 

the gaps left by private service providers. 

There is not a single way we recommend 

as the most appropriate. But we stress the ne-
cessity that it is the government that sets and 
enforces the standards of good service deliv-
ery. This does not exclude the fact that the ex-

isting governmental agencies themselves will 

learn from the experience of non-government 

deliverers. This would require an appropriate 

set up for the transfer of experience and con-

tinuous improvement. However, the ultimate 

responsibility for all those in need to receive 

adequate relief (the very essence of social in-

clusion) remains with the state. 

Making up for Insufficient Income: 
Guaranteed Minimum Income Schemes, 
Extended Public Goods Approaches, 
or Case-by-case Social Assistance? 

At the beginning of this policy paper, we jus-

tified the concentration on essential “public 

goods” (education, healthcare) by the huge 

discrepancy between needs and resources. 

We based our strategy proposal on the prem-
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ise that the countries of South-Eastern Euro-

pean cannot raise enough public money to 

increase everybody’s incomes by means of 

public top-up transfers to a level that permits 

a “decent” standard of living. In other words, 

we think that guaranteed minimum income 

schemes, which would lift everybody out of 

poverty, are highly unrealistic. 

On the other hand, we cannot deny that 

the central problem of social exclusion is often 

the lack of cash to buy essentials (food, shelter) 

– even if health is taken care of. A strategy of 

social inclusion cannot neglect this dimension. 

There are three basic ways to deal with it under 

the present conditions in South Eastern Europe: 

• A very low level of guaranteed minimum 

income (in line with public finances); 

• Subsidized housing and food for the needy; 

• Cash assistance in selected cases, should 

other means fail. 

Very Low Level of the Guaranteed Minimum 
Income: Much Money for Little Inclusion 

The main advantage of a guaranteed mini-

mum income is its universality and applicabil-

ity to all kinds of problem causes. But it has 

two serious disadvantages: 

• Means-testing requires high administra-

tive costs and easily becomes a source of 

distortions; 

• In countries with wide-spread poverty, 

a universal entitlement uses up much of 

public finance. If the individual entitlement 

is reduced to the size, which the state can 

afford, it might become too little to make 

a real impact. Large-scale social exclusion 

might remain, even though many poor 

people get a little bit more money. 

Subsidized Housing and Food for 
the Needy: Yes, if Housing and Food 
Should be Major Problems 

Providing everybody with good healthcare 

and every child with a good education is es-

sential because these two items are of su-

preme importance for a person’s life chanc-

es. Housing, food, and maybe other items 

for consumption (e.g. transport) can also be 

considered as essentials. But whether they 

should become the target of a priority-orient-

ed strategy of social inclusion depends on an 

adequate needs assessment. If housing is a 

major problem for the poor, a well-targeted 

subsidized public housing scheme can make 

a difference. If housing is not the main worry 

(as the situation is in the country-side), public 

money should rather be allocated elsewhere. 

(See also the section on subcultures of social 
exclusion below). The same applies to food 

– be it in the form of public canteens, or US-

style food stamps. 

Subsidized supply of anything, which is 

not meant to become a universal entitlement, 

requires means-testing and the above men-

tioned disadvantages apply. This should also 

be taken into consideration when deciding 

about such schemes. 

Cash Assistance in Selected Cases: Probably 
Better Than Guaranteed Income Schemes 

Many people can prove that their money in-

come falls below the poverty threshold. But 

not all of them are equally miserable. Some 

may live in a household together with others 

who also earn an income. Some may have an 

income in kind (farmers). Some may be sup-

ported by their kin. Some may have unde-

clared income sources. 

But there are also people who have none 

of these and who do live in misery, maybe 

on the brink of starvation, and are really de-

pendent on begging. These people may need 

care, advice, and love. But they also need 

money. And a strategy of social inclusion has 

to provide that money. 

The first problem is: how to discern the 

people most in need from the rest of the 

population. The best approach might be the 
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social-worker approach, advocated above for 

social assistance in general. The next problem 

is: how to provide the money without open-

ing the door to large-scale abuse, precisely 

because the entitlements are not universal 

and discretion is a central feature of this ap-

proach. Voluntary charity initiatives (prefer-

ably organized in networks) that cooperate 

with the public social workers might be part 

of the solution. 

Special Attention to Emerging 
Subcultures of Social Exclusion 

The profile of social exclusion in South-East-
ern Europe is not shaped only by generalized 
deficiencies (the target of proactive universal 
policies) and individual biographic contingen-
cies (the target of specific social services). It is 
increasingly being shaped by the emergence 
of self-reinforcing subcultures of poverty and 
exclusion. The most visible expressions of this 
phenomenon are slums. These subcultures 
need manifold social-services attention. But 
two policy directions are of particular impor-
tance. One refers to housing as a central as-
pect of the emergence of slums, the other one 
refers to the target group of children, who 
should be rescued by all possible means from 
the subculture of exclusion, from which adult 
people might no more be able to escape. 

Affordable housing and affordable utili-

ties are key to the suppression of slums – in 

a proactive and curative way. Conceptually, 

the easiest way to provide these is through 

means-tested subsidies to the poor in the 

form of vouchers for the payment of rent and 

utilities. This can become a rather expensive 

solution, if the real estate market is left un-

checked to the forces of (speculative) private 

demand and supply. Public supply can be the 

better solution. To this purpose, the authori-

ties must secure land at reasonable prices for 

such public needs, as they should do anyway 

for the sake of urban planning in fast growing 

agglomeration zones. If needed, laws would 

have to be changed to permit expropriation 

at controlled prices – as it is normal in many 

Western democracies. 

With control of land, the authorities can 

construct low-cost houses for poor target 

groups, perhaps making use of the ben-

eficiaries’ own work input (examples exist in 

“third-world” countries and even in the UK). 

These low-cost public houses can be supplied 

with subsidized utilities. They can be kept so 

modest that their tenants have an incentive to 

move to better quarters, once they can finan-

cially afford it. Still, means-testing is probably 

unavoidable. Among other things, it would 

allow to vary rents in accordance with the 

tenants’ income. 

Rescuing children from their parents sub-

culture remains a priority task for any social 

inclusion policy. Once they exist, these subcul-

tures will most likely prove rather resilient to 

policy attempts at dissolving them and re-in-

tegrating their adult members into the main-

stream of society. If children are left entirely 

under the influence of their families, they will 

run a high risk of remaining socially excluded 

for the rest of their life. Confronted with the 

choice between friendly permissiveness for 

slum dwellers and authoritative interference, 

the state should give priority to the rights and 

the life chances of these children. 

A universal supply of good education with 

full-day schools and pre-school attendance 

will go a long way in detaching slum children 

from their negative home milieu. But such 

offers are often insufficient. Special social-

worker attendance will be needed to induce 

and help parents or guardians to make use 

of the offers. As a last resort, school and pre-

school attendance should be enforced – for 

the sake of the children.
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Priorities within the Strategy, 
Priority for the Strategy

Any concrete policy package to fight social  

exclusion will be beset by countless problems. 

Many of them become visible only when we 

go into the details. Compromises between 

conflicting goals will be unavoidable. Many 

decisions will turn out to be mistaken and in 

need of correction. 

But all this must not obscure the view of 

the direction to be taken. The top priorities 

we have proposed remain the top priorities 

even if on other fronts of the battle against 

social exclusion things are not quite so clear. 

Social exclusion in South Eastern Europe will 

only be overcome within a relatively short period 

of time, if politics and politicians attribute high 
priority to this objective, subordinating other 
objectives to it. This implies that the necessary 
resources have been made available and that 
the necessary steps have, in fact, been taken. 
Some of the steps must be truly bold steps that 
are out of tune with the current post-commu-
nist culture of public permissiveness. Laws must 
be changed if necessary. Without courageous 
political leadership ready to go beyond comfort-
able political “realism”, social inclusion – even 
within the limited meaning of universal access 
to “essentials” – will not be achieved in South 
Eastern Europe. It will turn into an eternal agen-
da, the subject of countless programs, countless 
conferences, and countless studies, benefiting 

the experts rather than the poor. 
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