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Foreword

Every society, like every individual, needs to stand back and examine itself from time to
time. It is a moment when the question of identity merges with the capacity of projection
into the future. If it is true that Czech historians are something like ‘psychoanalysts’ of
society (putting old traumas as well as the recent ‘white spots’ in Czech history into
a new context), then sociologists Jifi Veéernik and Petr Mat&ji together with their col-
leagues are in a way the ‘radiologists’ of post-communist Czech society. Nearly ten years
after the fall of the old totalitarian regime, they are now bringing a detailed and clear de-
scription of the changes that society has already gone through and still continues to go
through including the basic economic and political transformation of the nineties.

‘Troubles with history’, as it was called by Czech writer Josef Kroutvor, are relatively
speaking, perhaps even more unpleasant than the ‘troubles with the present’. The reason
lies both in the fact that modern historiography was to a large extent decimated by the
‘normalization’ purge followed after the Soviet occupation of Czechoslovakia in 1968
(witnessed by the sacking of 145 Czech historians). In addition, today’s society has diffi-
culty in coming to terms with its own history, as shown not long ago with the embarrass-
ment caused by the 30th anniversary of 1968. While the then-only burgeoning discipline
of political science was abolished outright by the practitioners of ‘normalization’ and ab-
sorbed into Marx-Leninist instruction, sociology seems to have survived the period of
‘darkness’ relatively unscathed, so that the professional level of studies is at
a comparable level with its Western counterparts.

Despite all of this, Czech society has remained a largely unknown phenomenon to most
observers during the “Velvet Revolution’ following November 1989. What do we find in
this ‘black box’ of post-communist societies after the failure of the totalitarian system,
which had stigmatized over two generations of Central and Eastern Europeans? What is
the adequate approach to understanding them? Publications such as this one are consid-
ered to be a useful teaching tool in the stable democracies of Western Europe. Yet of even
greater importance is the monitoring of social trends and the perception of changes in so-
cieties during the transition towards democracy and a market economy. This ‘report on
society’ thus fills the gap in the specialized literature, which has been involved primarily
with political changes and economic reform up until now.

To understand the transformation period means to redefine the basic notions describing
the relationship between state and society, the balance between equality and freedom, and
the choice between security and liberty. The communist system had simple answers to
these classic political questions. The state, egalitarianism, and security always had prece-
dence, both in the sense of social security ‘from the cradle to the grave’ and in the sense of
protection against dangerous ideas and illicit acts by the ever present state secret police.
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On the other hand, individual rights, diversity of civic activities, freedom of speech, and
enterprise were deemed undesirable.

What balance in this equation will the renewed democracy in the center of Europe find?
To what extent is Czech society prepared for the ‘shock of freedom’ and for libe-ralizing
changes? And how far is it still influenced by the heritage of the evidently bankrupt but
comfortable etatism? It seems that Czech society of the 1990s has opted for
a rather undemanding synthesis of old attitudes and new opportunities. The authors of this
publication have documented three related questions: 1. How to ‘build capitalism’ (or to
privatize by ‘the Czech way’) without capital? 2. How to reestablish the middle classes
(without which there could be no stable democracy) in the conditions of the continuing
devaluation of ‘human capital’? 3. Was the political success of the Czech liberal right in
fact tied to its social democratic practices?

Our first question concerns privatization, which was the key element in market trans-
formation of the Czech economy. Given its importance, it is understandable that the au-
thors dedicate considerable attention to the subject. ‘Small privatization” and restitution
did in fact help to establish a new entrepreneurial class. The business register lists over a
million private entrepreneurs, which is surprisingly high in a country with
a population of a mere ten million. It is surely linked to the birth and expansion of
a ‘service society’ and the ‘information revolution’ after 1990. The idyllic vision of
a flourishing entrepreneurial class has been somewhat blurred by the fact that the majority
of business license holders rely largely on their double status as both self-employed and
employees.

The pride of the Czech transformation was without a doubt its ‘large’ privatization and
the coupon method. The assessment of the ‘Czech model’ therefore naturally focuses on
their results. Quite simply, it was a brilliant political move which after decades of etatism,
enabled Czech society to come to terms with the perspective of a market economy and
greatly contributed to the right-wing victory in 1992. At the time, some believed that
Véclav Klaus was using politics as a tool for the sake of economic reform, but the oppo-
site was true. The economic results are disturbing both in comparison with the expecta-
tions and results from Hungary and Poland. Following decades of malfunctioning social-
ism, Czech citizens were then becoming acquainted with malfunctioning capitalism.

After the failure of the Marxist version of ‘people’s ownership’, the liberal-populist ver-
sion of ownership also failed. Today’s owners of privatized companies are mainly their
former managers and deputies, so that the core of the new bourgeoisie consists of mem-
bers of the old nomenklatura. This need not be a tragedy providing that Czech ‘capital-
ism’ was really able to work, but the coupons were purchased by investment funds, often
backed by the ‘big five’ quasi-state owned banks. The outcome is rather notorious as pri-
vatization in the Czech Republic did not bring about the most important thing it was ex-
pected to do. Instead of restructuring, companies have continued to operate much as they
did before. At present, 80 % of respondents are convinced that the members of the new
wealthy class have acquired their riches through largely dishonest means. The refusal of
the ‘liberal” government to apply a bankruptcy law is related to today’s perilous crisis in
the banking sector. The Czech Republic is the only Central European country showing
negative economic growth, which has encouraged foreign investors to take their money
elsewhere. Under these circumstances it will not be easy to catch up with the so-often
scorned ‘social market’ of EU countries by showing ‘just’ three per cent growth.
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After years of arrogance, when representatives of the Czech Republic were lecturing the
rest of Europe what a real market economy was and even intended to incorporate an inter-
diction of a budget deficit into the constitution, it became time to return to reality. The
Czech industry cannot continue without structural changes, whether by foreign investors,
or as economist Lubomir Ml¢och has advised, the state (provided it has the means). This
would also entail a fast rise in unemployment and the end of social peace. The Czech right
did not dare to take these steps while in power. Can anyone expect a minority left gov-
ernment to do so?

Another important topic of this ‘social report’ is the rebirth of the middle classes. In ad-
dition to the above-mentioned increase in the number of entrepreneurs and tradesmen, the
most striking and most important long-term change from the situation before 1990 is ob-
viously the fact that success in life is still to a great extent linked to human capital, i.e.
education, ability, and performance. Whereas before 1989 less than one-third of those
surveyed listed education among their priorities; today over 60 % consider education
a condition for success.

If the ability to share a world of information is undoubtedly an important condition for
the economic success of a person in modern society, then access to education and the
equalization of chances for higher education are an important test for the new democracies
in Central and Eastern Europe. Under Communism, the elite were systematically de-
stroyed and a stricter numerus clausus was applied in access to university education. This
meant that Central and Eastern Europe did not enjoy a tremendous expansion in university
education, which has occurred in the West since the end of 1960. The problem of the tran-
sition period is therefore how to combine the dual and contradictory task awaiting any
modern and open society, that is, to revive the elite and at the same time widen the basis
of university education. This important project demands extraordinary resources, upon
which to a great extent Czech integration into Western Europe will depend. Unfortunately,
none of the administrations have made a commitment to this priority, and the salaries in
research and education have remained at the socialist level, if not below.

The idea that ‘human capital’ is decisive for the life success of an individual as well as
how society is linked to the renaissance of the middle classes, the ethos of which is so
important even for modern democracy: ‘No bourgeoisie, no democracy,” wrote Barring-
ton Moore in his book The social origins of dictatorship and democracy. The communist
system gave preference to workers and farmers for ideological reasons. Paradoxically, ten
years after the fall of the old regime and the implementation of a market economy, work-
ers have not suffered greatly (the unemployment rate in the Czech Republic was up to now
among the lowest in Europe, together with Liechtenstein and Luxembourg), whereas the
conditions of the middle classes have improved only modestly, if at all. Marx affirmed
that capitalism is marked by the relative impoverishment of the working class. Czech capi-
talism, however, is characterized rather by the ‘relative impoverishment’ of the educated
middle classes. This will have long-term negative consequences in such key areas as sci-
ence, health care, and education. It was this new middle class which had most strongly
identified itself with the post 1989 transformation. Instead of an expected valorization of
knowledge and subsequent social ascent, they met mostly with disappointment.

The third related question concerns liberal rhetoric and social-democratic practice.
Czech politics is marked by an extraordinary stable structure of voter self-location on the
left-right axis, and sociological surveys show that the impact of social-class allegiance on
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election results has increased during the 1990s. This is linked to the establishment of
a standard political party system with the possibility of a change in government, as is the
case elsewhere in Central Europe. As one could hear in Prague after the break-up of
Czechoslovakia, the leftist victory in Poland (1993), and Hungary (1994), the uniqueness
of Czech society lay in the fact that it remained the last island of right-wing liberalism in
Central Europe.

However, a more detailed analysis shows a somewnhat different picture. The Polish and
especially the Hungarian left enforced a truly liberal economic policy (the Bokros plan),
whereas the Czech right got stuck in a social-democratic, consensual politics, the conse-
quences of which are today well-known. This policy, together with radical free market
rhetoric was economically counterproductive but highly successful politically which is
why it was purposefully nurtured. As the surveys analyzed in this publication show, 60 %
of ODS and ODA voters (compared with 76 % of the average) thought that the task of the
government was to guarantee jobs for everyone and four-fifths of citizens today think that
the government should regulate prices and secure assistance for industries. An absolute
majority of Czechs are in favor of a strong and socially generous state. In other words,
‘right-wing liberalism’ was acceptable to Czech society only when it was limited to rheto-
ric and accompanied by social-democratic practice. The bon mot of Jifi Vecernik from
1996, ‘think left, vote right’, accurately captures the Czech situation of the 1990s.

The Czech experience therefore shows how misleading political and ideological labels
can be. What the majority of West Europeans have known for a long time is just begin-
ning to be perceived by the Czech public. Czech politics of the nineties was still caught in
the ideological polarization of the eighties marked by the Reagan-Thatcher ‘neo-
conservative revolution’ and the fight against the Eastern ‘evil empire’. All that evapo-
rated in the West after the fall of the Berlin Wall and the departure of Reagan and
Thatcher into political retirement. Their rhetoric could still be heard in Prague and was
finding open support in a society which in December 1989 had indeed overthrown the
totalitarian communist regime but was not compelled to bear any actual consequences for
‘liberal policy’.

While the ‘leftist’ Bill Clinton became the most radical defender of the global free mar-
ket, laborist Tony Blair continues to dismantle the welfare state (which he calls the ‘third
way’!) and the conservative liberal investors (not the ideologists) are again oriented to-
wards social-market EU countries. After the bankruptcy of the Asian ‘tigers’ (so admired
in Prague), they are considered to have the most promising future and in terms of invest-
ment to be the safest countries with stable economic growth, transparent capital markets,
functioning court systems, and the rule of law. The sobering new path of the Czech trans-
formation can therefore lead only from the loss of ideological illusions to the prospect of
European integration.

Jacques RUPNIK, Fondation Nationale des Sciences Politiques, Paris

14



Introduction: the Social Report

This publication of the Social Trends project intends to partially fill a gap we see in pieces
on Czech society, especially from social and political perspectives. If it is true that the
Czech Republic is again becoming a member of the family of developed countries (as
witnessed by its acceptance as a member of the OECD and its gradual approach to the
EU), it is necessary that it reaches the level of information in these countries. The infor-
mation coverage in Czech society today is no match for the West, or even Poland or Hun-
gary. This is also the case with so-called social reports or surveys, which are common-
place in all West European countries, be it in various forms and in varying frequencies.
Despite the fact that the authors largely make use of already existing data or material, the
contribution of such reports is necessary in attempting to bring together knowledge from
various areas.

A few examples of such publications who have the longest traditions include the British
Social Trends and the French Données sociales. The annual British publication was start-
ed in the sixties and is almost exclusively dedicated to data. The French publications were
initiated in 1973 by Alain Darbel (a close collaborator of Pierre Bourdieu), and are pub-
lished once every three years and have richly documented articles. However we should not
neglect the regular German or Austrian reports of the labor and social affairs ministries,
nor the numerous Scandinavian comparative yearbooks written by various circles of au-
thors (e.g. Vogel, 1991). Similar publications may also be found in Southern European
countries like Italy, Spain, and elsewhere. Among reform countries, especially noteworthy
is the Hungarian series of Social Reports, which began in 1990 (Andorka, Kolosi and
Vukovich, 1990) and had already released its sixth edition in 1999, and last but not least,
the annotated report Slovakia 1995 (Butora and Huncik, 1996).

There are also publications distributed by various international institutions which com-
bine commentary with data. OECD issues contain regular economic ‘surveys’ of individu-
al member countries. The first survey on the Czechoslovak Federal Republic was issued in
1991, when Czechoslovakia was an associate country. An individual and highly optimistic
report was issued (OECD, 1996) after the acceptance of the Czech Republic into the or-
ganization at the end of 1995. For twenty years, the World Bank has published the World
Development Report, the annotated part of which has always focused on a specific topic.
In 1996 it was the path ‘from the plan to the market’ (World Development, 1996) and in
1997 the role of the state in a changing world (World Development, 1997). Since 1993,
UNICEF has issued its annual Regional Monitoring Report dedicated to the social situa-
tion in reform countries (UNICEF, 1993-1998).
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The Czech field on the other hand has not by any means been completely barren. By
1996, the Czech Republic joined the UN Human Development Report and in this frame-
work the first report was prepared by a team led by Zdenék Pavlik (Human Development
Report, 1996) and a second one by a team headed by Michal Iliner (Human Development
Report, 1997). The Statistical Office, which normally compiles the regular Statistical
Yearbooks of the Czech Republic, also published Facts on the social situation in the
Czech Republic in 1997, containing annotated objective data as well as some results from
public opinion surveys. The area of demography is also important, where regular surveys
are being published and also a synthetic collective work The population of the Czech
lands (D¢&jiny, 1996) was published. Among past publications, we should also consider
the extensive publications of Pavel Machonin and his team on social structure (Machonin
and al. 1969), which was resumed in the 1990s (Machonin, Tucek and al., 1996). The
primary editor of this volume has collaborated on the last two mentioned publications as
well as on the first Czech Report on Human Development, which only documents the rela-
tionship between various activities in this area.

Despite the fact that particular publications are certainly available, a more extensive
‘social report’ on Czech society has so far been lacking, and its shape is by no means
a given. As is clear from the previous examples, social reports come in various forms,
largely influenced by the interests of the institution which produce them. For example, an
editor who is employed at the statistical office, influences much of the data used in the
publication. However, this is not the case in France, where the statistical office is also a
large and high prestige research institution. Ministries of labor and social affairs are very
active (e.g. in Germany or Austria), but they tend to remain focused on their particular
areas of interest. Often such reports are published by teams of sociologists, who tend to
monitor mainly social stratification and disparity issues, social problems, and so on. Fre-
quent topics of international organization reports are poverty, social exclusion, and corre-
sponding policies.

The present publication was prepared by a team in which sociologists were the majority,
but economists, political scientists, demographers, and experts on education were also
present. The scope is wide, but our ambition was not to cover all social issues. Our origi-
nal inspiration was the French Données Sociales, and, following this example, various
chapters were conceived as richly documented texts with ‘didactic’ boxes explaining cer-
tain concepts, methods, and experiences. While our publication is much more concise and
modest than the Données Sociales, it nonetheless covers a rather wide range of issues. In
addition to the population, labor market, incomes, social security, and social structure,
which are addressed in the French publication, we also describe the political context of the
current changes and investigate various areas of public opinion. Our ‘social report’ also
has its own specific points of departure and ambitions.

The project Social Trends was based on the assumption that one of the conditions for
understanding social movement is the availability of normally accessible data about the
widest variety of aspects of social life. The description of the main developmental trends
in the area of demography, economy, politics, social matters, or education is an important
condition not only for analytic considerations of various institutions and bodies, but also
for the current needs of students, experts, and all interested citizens. But trends are much
more than just averages and aggregates in the forms usually documented by statistics. It is
also about a certain insight into the social microcosm as the ‘workshop’ of these aggre-
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gates and the individual sources of the compiled averages. In other words, society must be
seen not as an accomplished structure but as a living and profoundly diversified organism.
This means that the purpose of a social survey is not to serve merely as a ‘sociographic’
gathering of data, but also an authentic research in the sense of data analysis, their inter-
pretation and subsequent presentation of the most important knowledge in the most con-
densed and clear form.

A social report should also show something more than individual trends and implement-
ed changes. It should discuss the context of various areas, and be a challenge to search for
latent social tensions and conflicts, usually found just on the boundary of the individual
‘large spheres’ of social life, such as the economy, population, social structure, or politics.
If a social report is limited to only one of these areas (which is usually the case), it de-
prives the authors of interesting research challenges and the readers of important infor-
mation. We know well the boundaries which still separate demography, economy, sociol-
ogy, and political science, despite sporadic attempts and even some success in overcoming
them. We are aware of how difficult it is to overcome differences in methodology and data
sources. Nevertheless, there is a need to build bridges between the various approaches
despite the criticism which any such attempts may provoke.

This publication intends to present Czech society in all its multi-facetedness and motion,
rather than a list of social issues and societal pathology. Society is not the object of metic-
ulous examination, but rather a self-generating and self-propelling body, which in the end
must help itself under any and all circumstances. We are monitoring it as an active entity,
in which its socially problematic components are not excluded but are rather its organic
parts. We know that in society nothing falls from heaven (and unfortunately very little
disappears into hell), and that the process of change does not consist of continuous pro-
gress, and the players are not always clearly identified, both for the good as well as the
bad. Nevertheless we take the liberty to discuss a particular sequence based upon an active
perception of society, based in economics by the theory of human capital, in sociology by
the theory of social stratification, and in political science by the theory of crystallization
of the political scene.

The first section of the report is dedicated to human resources, especially to education,
business, and the family, as the tools and the environment in which human activity is gen-
erated, developed, and applied. The second part is dedicated to economic inequality and
its formation mechanisms, an individual’s ability to climb the social ladder and the ‘divi-
sion of territory’ between the market and the state. The social structure, which is formed
by economic and other human activities does not only tell us about living standards and
life-styles. It also greatly contributes to the structure of political orientation and behavior,
which in a democratic society results in the way a regime is defined and thus the general
environment for the generation of human resources. The focus on the relationship between
the social and political structure, to which the third part is devoted, is an attempt to create
a sort of arch, returning us to the beginning of the commentary and to complement the
context of the issues discussed here.

An equally important part of the publication is the Appendices, which contain two types
of information. There is a chronological series, which represents independent to-pics
(such as macroeconomic indicators), or complementary topics discussed in the text by
clearly outlining the ongoing changes (such as demographic or socio-political indicators).
There is also information about the surveys which were used which, together with the ref-
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erences to the sociological archives, should serve as a challenge and a guideline for the
interested reader on how to begin other projects about the Czech Republic or other coun-
tries. This applies especially to the ISSP surveys, some of which were conducted in the
framework of the project Social Trends. In fact, the creation of an institutional basis for
the implementation and use of those surveys, research was the original inspiration.

This publication is not intended to be ideological or partisan. We have attempted to
avoid any such tendencies. However, since we work with ideas, ideology is almost neces-
sarily present. Because man is by nature a ‘political creature’, our commentary is perhaps
not always as neutral as we had hoped, not only because the authors have their own politi-
cal preferences, but because at the boundaries between the economic, social, and political
spheres, it is very difficult to find areas where fully neutral and purely ‘technical’ solu-
tions are imaginable. As a rule, there are no perfect solutions, but only somewhat better
and somewhat worse ones. We are convinced that behind any so-called pragmatic ap-
proach is hidden an ideological or political bias. At the same time one cannot say that this
is either unfortunate (because the intuitive choice is not necessarily the best one) or fortu-
nate (because it proves that people are not merely machines processing information).

Despite the rather wide scope of this report, there are many more topics which are not
included here. We certainly did not intend to make a list of events which the Czech state
had experienced after 1989, a period which, in addition to the political transformation and
economic reform, was dominated by the separation of Czechoslovakia. This was already
largely described in political science and historical literature. Nor was our primary aim to
analyze the economic reform, and certainly not from the macroeconomic point of view
(see for this Svejnar et al., 1995). While we provide a great deal of international compari-
son in our analysis, we do not study the situation in the Czech Republic in an international
context or from the perspective of international organizations. In conclusion we must em-
phasize that this publication is not a ‘social report’ in the traditional Czech sense of the
term, i.e. a description of disadvantaged groups of the population and marginalized areas
of the country, poverty, discrimination and criminality. These topics would require the
attention of another and more focused report. As we have already mentioned, our intention
was to depict society above all from the perspective of its active potential.

This publication was intended as a starting point for regular ‘social reports’, with
a focus on less common topics and with the character of an informational handbook for
experts, students, and all interested citizens. We believe that the challenge presented by
this publication will not remain without reaction, and that an institution or a team will be
created to continue the work initiated here.
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Part One

Resources of Socio-Economic Change






1 Labor market and human resources

Despite the precepts of Marxist political economy, a certain type of labor market existed
even during the period of ‘really existing socialism’ and functioned as a mechanism for
the allocation of the labor force according to needs of production as well as a tool for the
distribution of wages. Its form was, however, significantly distorted by regulations from
the planning center, the rigorous administration of labor and centralized wage policy. Sub-
sidies of branches with high shares of unskilled labor led to the maintenance of excessive
numbers of jobs, while strict wage regulation and the financing of the social infrastructure
of these branches maintained over-employment. In its omnipotence, the communist regime
transferred entire occupational categories onto the primary labor market, which under
standard market economies are more likely to be found on less advantageous secondary
labor markets, i.e. with lower wages and greater uncertainty in employment. These privi-
leges were enjoyed mainly by cooperative peasants and miners, but also by a number of
less skilled manufacturing workers as well.

As is the case with other economic and social institutions, since 1990 the labor market
in the Czech Republic has undergone far-reaching changes. With the fall of Communism,
full employment ceased to be a political imperative. The considerable decline in produc-
tion, combined with the abolition of inefficient and undesirable production along with the
loss of COMECOM markets, led to an immediate drop in employment. Thus, the extent of
citizen participation in the labor force has been reduced to the level common in market
economies. Between 1989 and 1994 overall employment dropped by more than 10 % fol-
lowed by a moderate increase not long after. The reduction of employed pensioners
played an important role in declining employment; in 1989 there were 520,000 pensioners
working who represented one-tenth of the total workforce, whereas in the following year
there were fewer than 300,000 and in 1997 less then 270,000.

The labor market today is gradually becoming a decisive mechanism for the allocation
of human resources. Principles of competition and selection are beginning to be asserted,
based upon the quality of workers, level of education, and abilities. The younger genera-
tion anticipates the strengthening of this proclivity in the near future, which explains the
considerable increase in the number of students seeking secondary and university level
education. Subsequently, the significance of human capital for the economy increases, due
to the rise in job competition among skilled persons. At the same time, there are processes
taking place on the labor market which have already been carried out in developed market
economies. In particular, these include the growth of national economy dependence on the
world market and its cyclical development, as well as the tendency towards the spread of
labor-economizing technology, and preconditions for success on the global labor market.
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Even though low mobility of the labor force continues to prevent the labor market from
making headway with the allocation and creation of human resources, certain positive
steps have been taken. Three negative vestiges of the past are slowly disappearing: the
illusion that full employment is an inevitable precondition for economic growth, the
standard of a life-long job, and the belief that being unemployed is a disgrace.

The development of the labor market has been strongly influenced by the pace of mod-
ernizing changes and by the increase in labor productivity, while to a certain degree has
also been dependent upon investment in new technology and work organization. In areas
where modernizing trends have been introduced, human capital is more valued, and over-
employment has decreased. However, soft conditions for transformation have been creat-
ed in the Czech Republic, allowing for a high rate of mutual indebtedness and sustenance
of inefficient labor-hoarding firms. In addition, incomplete legislation has made uncon-
trollable transfers of capital and assets from privatized companies feasible. Such condi-
tions not only weakened internal stimulation towards modernization, but in addition grad-
ually discouraged many foreign investors, whose participation significantly decreased
between 1995 and 1997. But in areas where modernizing changes have been implemented,
for example in the automobile manufacturing, human capital is greatly valued, and at the
same time over-employment has dropped. The demand for flexible employees is increas-
ing and it is probable to assume that the significance of retraining and life-long education
will likewise increase.

Because economic efficiency and the demand for skill and productivity of labor have
thus far increased at a rather slow pace, the significance of human resources in the dynam-
ics of labor productivity and wage disparities have shown themselves only partially. In
their adaptation to market changes and a reorientation towards new markets, Czech firms
who have suffered from shortages of financial resources for modernization have built up-
on the comparative advantage of a cheap labor force. This illustrates why the economic
growth was first based upon the intensity of labor. This strategy to a certain extent, has
also preserved technological delay in such companies. The discrepancy between the antic-
ipated trend to utilize human capital and the limited ability of the economy to accept and
exploit larger amounts of highly skilled workers, has resulted in the gradual increase of
the problem by making use of high school and university graduates.

In general, some market conforming changes have not yet been introduced to the econ-
omy nor to the labor market in particular. Measures which have yet to be completed are
primarily the privatization of banks, clarification of ownership relations, and creating leg-
islative and procedural conditions to ensure the credibility of the capital market. Even
without these measures, certain occupational categories have become marginalized on the
labor market, especially those who were privileged by the communist regime, but no long-
er enjoy job security and stable wages. This marginalization is expressed in particular by
the greater risk of long-term unemployment or the relatively frequent turnover of em-
ployment and unemployment (so-called fragmented occupational career). Particular re-
gions have been similarly marginalized, where handicaps in branch structures of individu-
al regions can be seen. Poverty has emerged especially on the level of smaller regional
units characterized by a relatively high rate of unemployment. This is the case in micro-
regions with an insufficiently diversified economic structure and those dominated by
heavy manufacturing, undeveloped infrastructure, low level of skills, and an inflexible
labor force.
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This chapter focuses on the development of the labor market and the issue of unem-
ployment in the Czech Republic during the transformation period 1989-1998. Data has
been extracted from various labor force surveys, registers of labor offices, several special-
ized sociological surveys, and international comparative studies. Using these sources and
relevant concepts of the theory of the labor market, we will attempt to explain the inner
logic of the transformation. Our aim is not to describe in full detail all of the changes in
the Czech labor market during this period, rather we would like to focus upon only its
main characteristics, which are substantial even from the standpoint of long-term devel-
opmental trends.

1.1 Transition from a command to market economy

In the command economy, the labor market was distorted and strongly segmented into
a number of internal markets (company and cooperative), governed primarily by the prin-
ciple of seniority. The work contract was not a personal contract, but rather
a social and political one. While formally it concerned employment, in practice it func-
tioned as a tool for social control. It was as if an employee had exchanged his tolerance of
the totalitarian regime for job security in addition to accepting a fixed standard of living in
exchange for low work effort (Mozny, 1994). Access to benefits were exchanged for loy-
alty to the regime and a commitment to one’s employer; the social policy of the system
was based upon the close dependence of employees to their firms.

Box 1.1 The segmentation of the labor market

According to the theory of labor market segmentation, there are two labor markets. It
is important to distinguish between primary and secondary labor markets, and also be-
tween the internal labor markets of individual companies and the external labor mar-
ket (including the entire region of a given country). The primary labor market provides
jobs with higher prestige, better opportunities for professional growth, higher salaries,
and greater job security. The secondary labor rather offers jobs with low prestige, low
requirements of skills, low salaries and significant job uncertainty. Internal labor mar-
kets provide certain career opportunities within individual firms, in which employees
have the ability to change positions without being laid-off. In the external labor mar-
ket, employees must locate firms who match their skills and offer available positions.

Although during the privatization process the area of the internal markets narrowed sig-
nificantly, these markets continue to function and are a significant source of over-
employment. Many companies have tried to maintain their core labor forces even during
the period of purchasing difficulties following the breakdown of COMECOM. There was
an imminent fear of losing their skilled and experienced employees as it would be difficult
to locate new employees if needed later. The larger state and semi-state companies re-
leased workers from the periphery of their internal labor markets while shifting
a number of auxiliary workers (guards, janitors, and even the suppliers of certain raw ma-
terials) onto the competitive external labor market.
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Table 1.1 Numbers of employees and structure of the labor force by sector and own-

ership
Indicator 1990 1991 1992 1993 1994 1995 1996 1997
Numbers of employees
(in thousands) 5387 4889 4776 4774 4807 4940 5001 4970
By sector in %:
Primary 114 98 77 68 6.7 6.0 5.7 54
Secondary 45,9 453 446 441 428 416 408 40.6
Tertiary 42,7 449 477 491 505 524 535 540
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
By ownership in %:
State and municipal 796 705 602 402 358 245 224 210
Cooperative 123 96 75 57 48 42 3.7 33
Other 1.1 08 0.9 06 05 07 06 07
Mixed - 0.3 0.3 6.4 59 134 144 114
Private 70 188 311 471 53.0 572 589 636
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Statistical Yearbooks.

The position of those employees who remained loyal to their companies in this process
strengthened. This was due to the fact that internal labor markets actually guaranteed job
security on the basis of a paternalistic relationship between the management and employ-
ees. However, the other side provided social protection for workers at lower wages. Little
emphasis is placed on wages in the internal labor markets in the Czech Republic (in con-
trast to most European market economies), nor do trade unions exert much influence over
bargaining in this respect (MoZny, Mare$ and Musil, 1995). Also companies paid their
price for their internal labor markets by lower labor productivity and weak incentives for
modernization.

Even though unemployment in the Czech Republic remained unnaturally low, certain
changes on the labor market did occur. For example, the market is becoming increasingly
selective and segmented. The low level of wages has had a different impact on the primary
(internal, i.e. company) and secondary (external) labor markets. In addition to over-
employment in company labor markets, unemployment in secondary segments of the labor
market is increasing. Above all, this has affected certain categories of employees who had
not been previously accustomed to the status of a ‘cheap’ labor force. Their improved
position had before been invalid, due to the fact that the socialist regime artificially shifted
them (with the leveling of wages and deformed wage rates) from the secondary labor force
into the primary one.

The secondary labor market, which consists of auxiliary and unstable positions on com-
pany labor markets, low paid and unstable jobs in small-scale enterprises, and marginal
positions in the informal economy, has also gradually expanded. This market belongs in
part to the state sector, where wages are often lower than in the private sector — this is
especially visible among operational workers and low-level white-collar jobs, but even
among highly skilled professions, especially in health care and education.
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Table 1.2 Economically active population by position in primary job (%)

Position in employment 1993 1994 1995 1996 1997

Employees 872 865 865 861 855
Members of production cooperatives 3.1 2.3 1.7 1.8 15
Self-employed 6.5 7.1 7.4 7.6 8.4
Entrepreneurs (with employees) 2.9 3.6 3.9 4.1 4.2
Helping family members 0.3 0.5 0.5 0.4 0.4
Total 100.0 100.0 100.0 100.0 100.0

Source: Labor Force Surveys (end of year).

The formation of the secondary market manifested itself in a rise in unemployment, and
within certain categories of workers as well as an increase in under-employment (involun-
tary reduction of contractual hours) and temporary employment (fixed-term work). We
can also see the effect of this on the decreasing economic activity of specific categories of
employees (the unskilled, disabled, and the Romany population). At the same time, the
mobility of the workforce in the secondary market grew, because the reduction of over-
employment affected those employees who were traditionally placed in this segment of the
labor market. Tendencies familiar to advanced countries are gradually being introduced
such as the disparity of wages between various segments of labor markets.

However, the secondary labor market has its ‘marginal segment’ as well. In hiring
workers, the internal labor markets closed themselves off to those employees who, from
the point of view of employers, would not be able to offer high-intensity labor. In the
Czech economy, which was not thoroughly modernized, considered high-intensity labor-
ers to be the main source of performance and productivity. During times of low unem-
ployment, certain categories of the labor force and regions with high concentrations of
these workers, were affected by high unemployment, largely in part associated with the
increasing share of the long-term unemployed.

As a result of the increasing selectivity in hiring and the relative decrease of wages in
the secondary segment of the labor market (where in certain cases wages were near to the
subsistence minimum), specific and long-term unemployment increased, as did the ten-
dency towards unstable forms of employment, including temporary jobs (and even work-
ing in the informal economy) and involuntarily reduced working hours. This affected
above all low-skilled employees and has been the source of social tensions, as people who
are involuntarily affected by these forms of employment often consider their return to the
secondary market as unfair. These sentiments become more prevalent as the standard of
living drops, which as a rule is connected with such a shift.

In addition to the creation of a real labor market, changes tied to the transformation also
affect the labor force itself. Over a very short time, the new economic environment un-
leashed a crucial but yet unused potential of individual initiative, enterprise, and creativi-
ty. Consequently, the mobility of workers between sectors, enterprises, and occupations
was fortified. In the first period of transformation, skilled workers left state or privatized
enterprises on their own accord to take jobs with better prospects and more potential to
utilize their skills.
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Between 1990 and 1992, the private sector emerged and experienced quick growth,
partly due to the transformation of large state enterprises into joint stock companies cou-
pled with the massive creation of small businesses. This process was facilitated by the
simple expansion of formerly illegal side jobs which helped to train future entrepreneurs
for the market system. Most substantial was the process of privatization in which many
activities were separated from larger companies, such as maintenance, security, transport,
and occasionally trade or representative activities. Subsequently, the structure of unem-
ployment underwent significant shifts particularly in the first period of transformation
where employment dropped in larger companies, while there was an increase in compa-
nies with less than 200 employees.

By the spring of 1993, small entrepreneurs constituted 9 % of the labor force and by the
fall of 1997, their share had increased to 12 %, comparable with developed market econ-
omies. It is no secret that the ability to keep unemployment low was in part due to the vi-
tality of small companies, even though they often lacked infrastructure, capital, business
know-how, and advanced technology. Their strategies were often based on low wages,
high work intensity, and to a significant degree tax evasion and unpaid contributions to
social security. It is also necessary to mention the occurrence of illegal labor contracts and
the employment of foreigners without work permits. Small businesses occupied a consid-
erable space on the labor market, however such positions required extreme labor effort
and were not without risks (permanent exposure to being laid-off, unpaid social and health
contributions by the employer).

The small-business sector is rather heterogeneous. From one standpoint, it includes in-
ternal jobs within companies and is dependent upon social capital (even close personal
relationships), experience, and information which has often been acquired on the basis of
long-term activities and an individual’s primary employment. After 1989, these activities
created a useful springboard for a number of small businesses. On the other hand, the
small-business sector also includes secondary and unstable (marginal) jobs, which were
sometimes occupied by people who where themselves unable to start a business, but were
looking for a way out of a difficult situation or had the illusion of fast gains. The small-
business sector often overlaps with the informal economy, and it is here that marginalized
workers are employed in temporary and informal work positions.

1.2 Flows and shifts on the labor market

Following the enormous changes brought about by the privatization process and the reori-
entation of production and services on the basis of demand, the mobility of the workforce
during the transformation period greatly increased in all of its forms: inter-company, in-
dustry, occupational, and territorial. Unemployment was also a factor in the total mobility
of the labor force which, according to labor statistics, has averaged yearly around 7-8 %.
In the first wave of unemployment in 1989-1992, many workers from companies restrict-
ing production and the offices of the former regime had been affected. But undesirable or
less effective workers were also let go. However, it was primarily those categories of mar-
ginalized workers on the secondary labor market who were closed off to companies and
who were gradually trapped by unemployment.
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If we consider all movements during the period from 1993-1996 (when the labor mar-
ket did not experience any serious fluctuations), annual mobility increased to up to 20 %
of the labor force (Kux and Makalous, 1997). Over half of the progress consisted of mo-
bility between employment and economic inactivity, one-third between employment and
unemployment, and over one-tenth between economic inactivity (early retirement and
disability retirement, study and maternal leave) and unemployment. The mobility of em-
ployees resulting from changes in employers, which is unable to be calculated statistically,
would likely raise this number significantly.

The flows of the labor force copies several trends occurring previously in EU countries,
especially concerning the transfer of large sections of employees to the private or to ser-
vice sectors. This trend appeared immediately after 1990 and was one of the economic
reasons for the low rate of unemployment in the first phase of transformation. Services
also replaced manufacturing as the largest employer. The rapid transfer of employment
between sectors can be accounted for by the fact that from 1997 the share of employees in
the tertiary sector increased by approximately 11 %, a rate which is without parallel in all
of post-war Europe (see Table 1.1 above).

The possibilities for transfer to private and service sectors have not been fully exhausted
thus far. In comparison with developed market economies, the service sector in the Czech
Republic is still relatively small and has a less favorable structure. That is, traditional per-
sonal services are preferred over modern based upon ‘manipulation with symbols and in-
formation’. From the standpoint of employment, the role of the educational sector is espe-
cially underestimated and the educational expansion has not yet become a decisive source
of economic growth. In contrast with West European countries, the Czech Republic lags
behind in services for manufacturing, research and development, public and social ser-
vices, and public administration and social welfare (7 % of the labor force is employed in
these sectors, as against over 9 % in Germany).

The labor market will certainly undoubtedly undergo another transformation from pri-
vatization. If large privatization of companies with enduring state participation is com-
pleted properly, those companies will be forced to reduce their workforces. The privatiza-
tion of banks will also have a aggregation effect on the rate of unemployment. Large
banks have surplus employees, but as they are important co-owners of labor-hoarding
companies, they will have the need to extricate surplus employees after privatization. Sub-
sequently, privatization is likely to strengthen an interest in investment to develop labor-
economizing technologies.

If economic growth does not accelerate new job potential in the small-business sector,
resources will be quite limited and therefore unemployment will rise. Moreover, as
a result of the present demographic trends and changes in retirement and educational sys-
tems, by the year 2000 the labor force supply is expected to increase by about 3—4 % (Kux
and Makalous 1997). It is no longer possible to rely on a massive exodus of employed
pensioners from the labor market as in 1991-1992, which was the definitive mechanism
balancing the decline in the labor supply. Nor is it realistic to depend upon any further
extensions of compulsory education. However, the number of individuals entering the
labor market may be reduced due to the fact that there is an increasing humber of young
people entering colleges and universities.
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Table 1.3 Gross flows of the labor force between branches in 1993-1997 (%)

Branch Total in Position one Total in Position one
original year later original year later
period 1 2 3 4 period 1 2 3 4
4/Q 1993 4/Q 1994
Agriculture, forestry 100.0 83.7 10.1 0.9 53 100.0 91.2 4.8 1.0 3.0
Manufacturing 100.0 89.6 57 1.8 29 1000 91.2 4.8 0.7 3.3
Construction 100.0 87.2 84 2.3 2.1 1000 884 8.2 11 23
Trade and catering 100.0 86.1 7.1 3.0 3.8 1000 876 7.4 16 3.4
Transport and
communications 100.0 89.2 6.6 1.0 3.2 100.0 909 5.4 09 28
Financial and business
services 100.0 90.5 6.5 1.3 1.7 100.0 91.2 5.7 0.7 24
Public administration 100.0 926 46 15 1.3 100.0 904 6.2 0.2 3.2
Education, health services 100.0 90.1 49 1.0 40 100.0 91.2 52 0.2 34
Other services 100.0 86.7 86 0.3 44 100.0 80.8 154 23 15
4/Q 1995 4/Q 1996
Agriculture, forestry 100.0 89.5 53 1.1 4.1 1000 889 6.2 1.2 3.8
Manufacturing 100.0 89.9 39 1.8 44 1000 89.0 6.8 1.6 2.7
Construction 100.0 88.0 89 0.8 2.3 1000 89.8 6.1 19 2.2
Trade and catering 100.0 89.6 55 1.2 3.7 1000 872 84 21 24
Transport and
communications 100.0 93.3 3.7 0.4 26 1000 91.2 5.1 15 22
Financial and business
services 100.0 90.1 76 0.7 1.6 1000 89.3 75 16 1.6
Public administration 100.0 945 34 0.7 1.4 1000 909 7.1 09 11
Education, health services 100.0 92.7 29 0.3 4.1 1000 87.7 89 09 25
Other services 100.0 90.5 6.2 2.2 1.1 1000 852 8.1 1.1 57

Source: Kux and Makalous, 1997 (the authors are thankful to Ivo Makalous who kindly
computed also the last period which was not originally included in the article).

The categories of positions one year later: 1. Employed in the same branch, 2. Employed
in a different branch, 3. Unemployed, 4. Economically inactive

During the long decades of the communist regime in the Czech Republic, the model of
life-long employment dominated and was supported by state policy as well as individual
companies. At the time, seniority was one of the main criteria for access to different social
advantages. Labor mobility (labeled pejoratively ‘fluctuation’) was undesirable and em-
ployees who changed positions without sufficient reasons were a priori suspect. In the
centralized labor system, the only legitimate circumstances were in locating to a new resi-
dence, health, or family reasons. Neither did employees themselves have any great interest
in mobility because in the end it brought about little advantage in such a homogenous and
wage-equalized system.

After 1989, labor mobility in the Czech Republic not only ceased to be undesirable, but
in the context of the transformation it had become a meaningful strategy for personal ca-
reers. Increasing wage disparities have only strengthened this trend. Growing disparities in
earnings also creates incentives for individuals to invest in their education and skills.
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The educational system should better reflect requirements of professional careers, thus
enabling life-long education. It may be assumed that the demand for highly skilled work-
ers will increase, as will the demand for employees who are willing to adapt their skills
and change their occupations during their professional careers.

Box 1.2 Labor Force Surveys

In the Czech Republic, the Labor Force Survey has been conducted quarterly since
1993. As its methodology follows the recommendations of ILO, EUROSTAT and
OECD, they satisfy international standards. The representative sample incorporates
up to one percent of households, i.e. about 60,000 adults. In contrast with current la-
bor statistics, the Labor Force Survey enables the estimation of employment in all or-
ganizations and firms including the self-employed who run private businesses in ac-
cordance with business law and other legal norms. The sample is renewed according
to a rotation method, where each household is surveyed for five quarters and each
quarter one-fifth of the households is replaced. The questionnaire focuses on the main
and secondary employment and their characteristics. If a respondent interrupts em-
ployment, the cause, ways of seeking a new job or reasons why a new job is not being
sought are investigated. Because this method also includes people who are not looking
for a job through the labor office, the unemployment rate according to Labor Force
Survey is slightly higher than that according to statistics based on reports provided by
labor offices.

Occupational mobility is, and certainly will remain at least for some time, limited by the
nature and structure of available education. In this regard, retraining does not currently
play a decisive role. This can be seen in the comparison of percentages of individuals un-
dergoing retraining in the entire labor force in the Czech Republic. Here, the percentage
over the long-term is only 0.2 %, which is not much lower than in advanced European
countries (Sweden 3.4-4.4 %, Germany 1.6-2.0 %, Portugal 3.7 %), but is also lower in
comparison with countries like Hungary (0.8-1.2%) and to a certain extent Poland
(0.5%). In the majority of Western countries, retraining is understood as the core of an
active labor market policy (Employment Outlook, 1997).

In the Czech Republic there is still very little emphasis placed upon occupational mobil-
ity and retraining, even though the demand for skilled labor is higher. As a consequence of
the slow pace of modernization, low growth in productivity of labor, and the strategy of
using cheap labor, there is little pressure to lay off workers from less productive jobs, but
there is also a limited possibility of transferring workers to highly productive positions
which demand high skills. Wage differences still do not fully reflect the skill level of
work, since the greatest differences continue to be between the public and private sector.
The main areas lacking a skilled labor force today in certain regions of the country are
traditional manual and metal-working professions. Also, other unskilled laborers such as
seamstresses and construction workers are in short supply, who then come from countries
with even lower labor costs. Since firms have still not fully adopted modern technologies
and the character of professional activities has been left unchanged, there have been no
demands for more extensive retraining so far.
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Following further market transformation and restructuring of the economy, the need for
highly skilled professionals in all fields will increase and the manufacturing industry will
place much higher demands on the skills of rank-and-file workers and specialists. In pub-
lic administration the reduction of employees should lead to an increasing demand upon
upper management, especially following the expected accession of the Czech Republic to
the EU. However, present conditions continue to limit the territorial mobility of employ-
ees, which is necessary to quickly develop a balance of labor supply and demand. The
non-existent housing market is an especially important factor in the Czech Republic. Con-
sequently, this factor prevents frequent relocation and in certain regions jobs remain un-
occupied due to a lack of employees with the necessary specialized skills.

It seems that the decrease in the general population will have its effect on the labor mar-
ket only after the year 2000, however, until then it will continue to increase. Presently, the
relative percentage of employees with higher skills is increasing as is the disparity be-
tween persons with higher or only elementary education. At the same time, the pressure on
the secondary labor market is also increasing, as a result of a drop in demand for unskilled
labor and stagnated wage levels.

This strategy is enabled by an increasing supply of cheap foreign labor. The prospect of
hiring foreign workers increases flexibility, particularly at the lower levels of the second-
ary labor market. At the same time, it pushes wages down to such a level which is unac-
ceptable for Czech workers. Foreign workers primarily come from Slovakia, Poland, and
typically illegally from the Ukraine, Romania, Bulgaria, and Belarussia. In 1992 there
were approximately 47,000 foreign workers with work permits, by the end of 1995 the
number had increased to 149,000 and by the end of 1997 (even in spite of the rise in un-
employment) an additional 131,000 had arrived.

However, it is assumed that the number of illegally employed foreigners in the Czech
economy is approximately twice with the number of those with work permits. This is the
case especially in construction, but also in leather manufacturing, shoe manufacturing,
heavy manufacturing, and in a majority of unskilled positions. This situation is regarded
rather negatively, since the practice of maintaining low wages hinders the already lacking
weak technological level of many sectors, therefore discouraging incentives for introduc-
ing labor-economizing technologies.

1.3 Development and structure of unemployment after 1990

In the 1960s the unemployment rate in the majority of West European countries fluctuated
under 4%, but in the 1970s it had risen past 10 %. Concerning mass unemployment, it
unfortunately has longevity and has severe implications upon both individuals and the
society as a whole. For individuals, it means a drop in income, living standard, and overall
life-chances. It may also lead to stigmatization for the affected workers and perhaps even
their subsequent exclusion from society. For society, it brings about a decrease in work
ethics and squandered human capital and work ethics as the number of citizens dependent
upon state protection increases, the deficit of the state budget rises which in turn brings
about currency instability. In the long term, a high unemployment rate could hurt public
health and lead to a rise in criminal activity and the eventual breakdown of community
life.
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Box 1.3 Definition of unemployment

We distinguish between unemployment as 1. the state of an individual who does not
have paid employment, and 2. a mass social phenomenon, when a group of individuals
stands outside the economic process. The first refers to the personal life strategies of
people who either try to change their situation or otherwise fall into the trap of unem-
ployment. The second refers to the strategies of a society as it tries to limit unemploy-
ment either through retraining and the creation of new jobs (active labor market poli-
cy) or at least providing support for the unemployed in their job search (passive labor
market policy). According to the general definition, the unemployed are those who are
actually without paid work (or work fewer than the assigned hours). They are capable
of work, look actively for employment (however they need not be registered at the la-
bor office) and are willing and able to start work immediately. Mass unemployment is
the state where the unemployment rate in a particular country or region reaches dou-
ble-digit numbers and lasts for a longer period of time. Long-term unemployment in-
cludes individual cases of unemployment lasting for more than two years. The general
rate of unemployment is the percentage of unemployed persons from the total labor
force, i.e. people employed and unemployed in a given period.

Table 1.4 The rate of unemployment and flows of the unemployed (in %
of economically active)

Year Rate of unem-  Inflow into unem-  Outflow from Number of unem-

ployment ployment unemployment  ployed per one va-
cancy

1991 4.1 8.8 5.3 4.6

1992 2.6 7.4 9.0 1.7

1993 3.5 8.2 7.2 34

1994 3.2 7.4 7.8 2.2

1995 2.9 6.9 7.2 1.7

1996 3.5 7.4 6.7 2.2

1997 5.2 9.6 8.0 4.3

Source: Ministry of Labor and Social Affairs.

The Czech Republic has moved from the peace of employment security to the stormy
waters of the labor market where unemployment is quite common. Due to a range of fac-
tors, however, the yearly unemployment rate in the Czech Republic since 1990 has not
crossed the double-digit mark, which distinguishes it not only from other post-communist
countries, but also from the EU average. For example, in 1995 the unemployment rate in
Poland and Slovakia was about 13 %, while in Hungary and the average of all EU coun-
tries was 10 %. Moreover, long-term unemployment in the Czech Republic represents
only a very small portion of unemployment. While in EU countries long-term unemploy-
ment constitutes approximately 45 % of the total unemployment, in the Czech Republic in
1996 it was about 22 % according to labor statistics and 29 % according to data of the
Labor Force Survey. Thus, the overall long-term level of unemployment has not met the
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original expectation that privatization would put pressure on the productivity of labor
and would lead to a departure from sectors and firms suffering from over-employment
(Table 1.4 and Figure 1.1).

Figure 1.1 The rate of unemployment in 1991-1998
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Source: Ministry of Labor and Social Affairs.

From an economic point of view, we can assume that these changes on the labor market
constitute only the ‘first wave’ of unemployment. Labor supply in the first period was
reduced by a decrease in the labor force, especially by the fact that the majority of em-
ployed pensioners left their jobs, which constituted for almost half of the drop in total
employment. This first wave of unemployment was also affected by a strong inclination
towards self-employment among Czechs and a relatively rapid advancement of small pri-
vatization. The departure of many superfluous workers from manufacturing flowed into
the expanding service sector, small businesses, and the swelling sector of public admin-
istration. Thus, workers were not ‘fired’ per say, but were rather set free by companies,
i.e. it was the voluntary exchange of jobs by more business-oriented individuals. Only
some of these released workers remained unemployed for a long period, so that the share
of long-term unemployment in the Czech Republic during the first years of reform was
only about 16 % while in the countries of the EU it had reached a staggering 40 %.

A certain comparative advantage was the relatively favorable educational structure of
the Czech population, although the number of individuals with a tertiary education was
small. Some business experience of the population gained through on the side jobs during
the gray economy under the communist regime also played a role, as well as the equipping
of workshops by craftsmen during this same period. On the other hand it is impossible to
overlook the effect of low labor costs which did not require that companies introduce la-
bor-economizing technology. Under certain conditions some labor offices were also rela-
tively successful, placing up to 60 % of unemployed.
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Box 1.4 Calculation of the unemployment rate

In OECD countries, the number of unemployed and the rate of unemployment are cal-
culated in two different ways: from the registers of labor offices and on the basis of
Labor Force Surveys. Registered unemployment is based upon the number of appli-
cants registered by local labor offices. An advantage of this indicator is the routine
calculation and its connection to unemployment benefits paid by the state. The disad-
vantage is that they do not measure the hidden unemployment of individuals who, for
whatever reason, discontinued looking for a job or who were seeking without the aid
of the labor office. In the Czech Republic, the rate of unemployment according to La-
bor Force Surveys is only about one percent higher than registered unemployment,
while in some countries the share of hidden unemployment in total unemployment is
higher. From the point of view of the unemployment structure, the percentage of men
and the elderly in registered unemployment is underestimated, while the percentage of
unskilled workers over-estimated. Labor Force Surveys are periodically conducted on
representative samples for a given population (see also Box 1.2).

Furthermore, the low unemployment rate may be viewed in a positive light: the state is
not burdened with expensive labor market policies and the social peace is maintained. On
the other hand, however, well-founded doubts are surfacing; for instance, the pressure of
inflation, caused by the rapid wage growth which is not based on the rise in productivity
of labor, and the inadequate supply of free labor force in several branches which require
more dynamic growth.

However, it would seem that the period of low unemployment is coming to an end and
the ‘second wave’ of unemployment is approaching, brought about by changes in owner-
ship relations, restructuring of the economy, and technological changes. Over-employment
still endures in companies which have been formally privatized but in which the state still
retains significant stake, either directly or through banks and various investment funds.
The magic boundary of 5% unemployment was crossed in 1997 and the most significant
fall in employment was registered in the secondary sector while the absorption capacity of
previously unsaturated sectors has decreased (banking, insurance, real estate and services
for companies). At the same time, the ratio between the number of unemployed and va-
cancies has also worsened illustrated by the fact that in 1995-1996 there was one vacancy
for less than two applicants and in 1997 it had increased to more than four.

However, we cannot forget the non-economic factors of low unemployment, connected
with the continued labor hoarding in large companies. Above all, this was caused by the
attempt to maintain social peace during the period of fast rise of consumer prices. Ivo
Mozny (1994) argued that together with the inefficient economy along an abundance of
unnecessary employees, the new political elite inherited the misfortunes of the previous
elite. Under the new conditions, social peace is no less important to the feasibility of the
economic transition than it had been in decades of ‘building socialism’ for maintenance of
the communist regime. In addition, the relatively highly skilled labor force and the sus-
tained inclinations of part of the population towards business have also contributed
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favorably to this. Finally, interests of the management of companies privatized by anon-
ymous, legal persons, especially privatization investment funds, also played a crucial role.
In order to maintain their positions, they try to form social coalitions with their employees,
thus maintaining a paternalistic relationship to them (Mozny, Mare§ and Musil, 1995).

Box 1.5 The specific rate of unemployment

The specific rate of unemployment is the share of the unemployed in a certain social
category in percentage of the total of economically active members (employed and un-
employed) in this category. For example, it is the share of unemployed women in the
total number of economically active women, or the share of unemployed disabled indi-
viduals from the whole number of this category, etc. The specific rate of unemployment
may also refer either to total or long-term or repeated unemployment. This measure is
a more telling tool for the evaluation of how unemployment unequally affects certain
social categories, in comparison with the share of individuals in various categories of
the unemployed as a whole. By using this indicator, we can also compare the degree to
which individual social categories are affected by unemployment. This is an observa-
tion which is not provided by shares of individual categories in the total number of un-
employed because they do not take into consideration the frequency of the selected
categories in the population.

In terms of unemployment, certain categories of workers have been affected more than
others. Women, in particular up to age 34, have been significantly affected. Not only do
employers refuse them because they must take maternity leave and be absent in times off
children’s illnesses, but women must often register with the employment offices in order
to qualify for state social and health insurance. The risk of unemployment is substantially
higher among those unskilled and persons between 15 and 19 years of age. The latter case
includes school drop-outs without work experience and also very young people with only
an elementary education who only find a job with great difficulty before adulthood. The
specific rate of unemployment in this group is rising, while their overall unemployment
has declined since 1991, to the benefit of people over 50 years of age. Disabled people
have also been affected, whose unemployment has rapidly increased, and whose share in
overall unemployment has doubled since 1991. The growth of specific rates of unem-
ployment among the physically disabled in the course of 1997 continued to grow, reaching
20 % (Table 1.5).

From a regional point of view, the distribution of unemployment is increasingly dispro-
portionate. The differences between regional labor markets continue to grow, both in the
structure of the labor force and in the size and structure of available employment. Particu-
larly striking is the connection between unemployment and the educational structure of the
population in different regions (Mare$§ and Rabusic, 1994) as well as the intensity of social
problems associated with them. In this regard, the limitations experienced at the beginning
of the first wave of unemployment that had not yet been expressed are finally being ad-
dressed.
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Table 1.5 Gender and age specific unemployment rates (in % of individual
categories of employees)

Category 1993 1996 1997

of employees Men Women Men Women Men Women
Age categories:

20— 24 48 5.0 45 56 5.6 8.7
25-29 24 6.9 30 84 3.6 9.5
30- 34 29 49 23 6.1 3.6 7.9
35-39 20 28 26 41 3.8 5.8
40- 44 20 39 22 34 34 4.7
45-49 18 24 24 2.7 2.8 4.5
50- 54 15 21 20 27 2.8 4.1
55— 59 years 1.7 3.6 23 31 2.2 3.4
Educational level:

Elementary 84 7.6 126 93 149 128
Apprenticeship 2.7 AT 29 53 3.7 6.8
Lower secondary 25 5.0 24 47 2.9 7.6
Apprenticeship with matura 47 1.3 1.0 31 1.0 75
Secondary general 58 3.7 42 33 4.9 6.7
Secondary vocational 19 31 1.8 40 2.7 4.9
Tertiary 14 16 1.0 17 1.3 2.7
With reduced capacity to work 9.7 132 140 128 183 224
Total 3.0 45 32 49 4.0 6.7

Source: Labor Force Surveys (end of year).

There are certain micro-regions which are often smaller than administrative districts and
cross their boundaries. Today, there are several district regions, where ‘pockets of pov-
erty’ have been formed, characterized by a higher rate of overall and long-term unem-
ployment. Some of them belong to areas that have been threatened by unemployment
since the early 1990s and in comparison to other regions, their specificity in this respect
has continuously increased (Table 1.6). This development suggests that problems exist not
only in the branches and educational structures of the labor force, but also in the local
infrastructure of certain regions. The solution of regional inequalities is therefore
a long-term task, which cannot be covered by short-term financial subsidies.

Currently, it is not only the traditional agricultural regions which are threatened because
of a generally low educational level, inflexible labor force, regulated markets, and poor
infrastructure (e.g. the districts of Znojmo, Sumperk, Jesenik, Louny). In addition, manu-
facturing regions with an unfavorable economic structure, and specifically those dominat-
ed by mining or heavy manufacturing is at risk (Most, Ostrava). This is despite the fact
that in the case of mining, only rarely have attenuation measures have been adopted so far.
Other regions relying upon internal labor markets and micro-regions dominated by several
small companies which control the entire local labor market have also been affected (e.g.
Novy Ji¢in). If such a dominant industry were to collapse, the
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unemployment rate would rise even in places where it has thus far been relatively low
(e.g. the economic growth of the Zlin region could be threatened by the collapse of the
footwear manufacturing).

Table 1.6 Characteristics of the unemployed in four problematical districts (% of
long-term and repeatedly unemployed in individual categories of the
unemployed)

Category of the unemployed Most Louny Karvina Dé&gin

Long-term unemployed: 29 27 32 29
age 50-54 years 37 27 45 33
age over 55 years 32 32 60 35
Elementary or no education 38 33 42 39
with reduced capacity to work 45 48 51 45
Romany 55 53 - 63

Repeatedly unemployed:

twice and more 50 42 24 48

three times and more 23 23 11 21
Men 28 29 14 28
Women 19 19 10 16
Elementary or no education 28 28 14 26
with reduced capacity to work 15 15 9 16
Romany 32 31 - 35

Source: Special survey in four district labor offices (end of year 1995).

In the development between 1991 and 1996, especially problematical were the follow-
ing districts: Bruntal, Karvina, Novy Ji¢in, Pferov, Sumperk, the newly-created district
Jesenik in Northern Moravia, Ttebi¢, Znojmo in Southern Moravia, and Louny in Bohe-
mia. Districts with tendencies towards unemployment also include Tachov, VySkov,
Bieclav, Kladno, Pfibram, Svitavy, Hodonin, Frydek-Mistek, Zd’ar nad Sazavou, D&&in,
Teplice, Chomutov, Ostrava, and Most. Most recently, the rise in unemployment has hit
districts in Northern Bohemia where unemployment peeked at the beginning of 1998 (e.g.
the unemployment rate in Most exceeded 13 %). Regions affected by high overall unem-
ployment are the same where long-term or repeated unemployment is high (Maps 1.1 and
1.2). What applies to regions also pertains to the social categories of the unemployed;
repeated unemployment occurs among males, individuals between the ages of 20-24, un-
skilled workers, and Romanies (Mare$ and Rabusic, 1994).
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Map 1.1 Unemployment rates by districts as of December 31, 1997
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Map 1.2 Growth of unemployment by districts in regions between 1992 and 1998
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Source: Ministry of Labor and Social Affairs.
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1.4 Strategies of the unemployed and the problem of marginalization

Unemployment is a heavy burden for society and for the absolute majority of affected
people. They must adapt to the loss of their previous status and adjust to a lower standard
of living. Changing conditions require the ingenuity of creating new life strategies, focus-
ing on survival, overcoming the stigma of being unemployed and ultimately the search for
a new job. The focus here is on the job search itself which indicates the active approach to
overcoming this unfavorable state. In opposition to advanced European countries, in the
Czech Republic a large share of unemployed people is successful in finding new positions
by means the labor office (Table 1.7).

Strategies chosen by unemployed people are also shaped by the system of social protec-
tion, which includes unemployment benefits and state social support. This system func-
tions differently depending upon the strictness of conditions for the entitlement to unem-
ployment benefits, their amount of support, the length of the support period, and the way
of avoiding abuse of benefits.

In comparison with EU countries, wage levels in the Czech Republic are low. This fact
means that, especially for the long-term unemployed, expected wages from potential em-
ployment is close to the Living Minimum, which is the state poverty threshold entitling
households with lower income to benefits of state social support. Analyses show that the
distance between expected wage and received social benefits is often not considered to be
a sufficient reason for accepting a new job. The willingness to work hard is not absent,
however it comes with the expectation of a higher wage. Marginalized persons are as in-
terested as others are in paid employment, but they differ rather in the estimation of their
own chances to find it.

Table 1.7 Ways of seeking a job (%6)

Methods of finding a job Men Women  Total
Through labor offices 69.3 74.1 72.0
Through private agencies 0.8 0.8 0.8
Advertising and responding to advertisements 2.0 4.6 35
Searching advertisements 23.8 245 24.2
With the help of friends 294 25.1 27.0
Visiting employers 20.3 17.3 18.6
Looking for equipment for enterprising 1.1 12 1.2
Securing conditions and resources for enterprising 0.4 0.3 0.3
Waiting for the results of a job application 0.9 13 1.1
Waiting for the results of public sector concourse 0.1 - 0.1
Alternative techniques 14.0 11.1 12.3

Source: Labor Force Surveys (end of year).

Note: The total number is higher than 100 % because respondents were allowed two op-
tions.

On the secondary labor market the position of unskilled workers is gradually changing.
Under the communist regime they had either equal or even higher earnings than skilled
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workers, but now their position is worsening. As low-paid and unskilled workers have
been caught in the ‘trap of unemployment’, we interpret as a lack of interest in employ-
ment brought about by little or no increase in wages in the passage from welfare status to
employment. This problem has emerged partly from low wage levels in the Czech Repub-
lic, which in only 1996 had reached the 1989 level, as well as from the system of social
benefits which distorts the hierarchy between minimum wage, unemployment benefits, and
the guaranteed Living Minimum. In the period between 1991-1996, the Living Minimum
decreased with regard to the average wage, but at the same time unemployment benefits
decreased and the minimum wage dropped even further. In 1997, the minimum wage was
about 23 % of the average wage, unemployment benefit 24 %, the Living Minimum for an
individual 29 %, and the Living Minimum for a four-member household was 90 %.

In regions with high unemployment, employers often offer positions with wages only
a little above the minimum wage positions to unskilled workers and even women,. How-
ever, the Living Minimum for a four-member household is still closer to the average gross
wage and is higher than net average earnings. Earnings on the level of the first decile of
wage distribution in 1996 were approximately half of the median (4,767 CZK in compari-
son with 9,626 CZK of gross wages), while the actual minimum earning level was 3,500
CZK of gross wages, i.e. approximately 2,900 CZK of net earnings. The benefits of the
Living Minimum for a one-member household are the same as the average wage and for a
four-member household three-times the average wage. This means that in such a house-
hold social benefits are one-third higher than two minimum wages. This relationship con-
tributes to an employment aversion of several categories of unemployed people.

Box 1.6 Strategies of long-term and repeatedly unemployed people

In a project conducted by Masaryk University in Brno in cooperation with the Ministry
of Labor and Social Affairs in 1994 and 1996, ‘Social factors of selection and margin-
alization on the labor market’ conducted, analyses were made using data from the La-
bor Force Survey, registers of the labor offices, and interviews with workers from se-
lected labor offices (Table 1.5 and 1.7). Additionally, semi-standardized interviews
were conducted in three localities with 150 respondents who had been repeatedly and
long-term unemployed. The aim of these interviews was to identify various strategies
which vulnerable categories of unemployed utilized for coping with the situation. The
following strategies were outlined: 1. the effort to restore a position on the primary la-
bor market or a shift to the secondary market to a better paying job (about 21 % re-
spondents); 2. the acceptance of a job on the secondary labor market, often connected
with periods of inactivity or changing jobs (37 %); 3. a dual position, i.e. the ac-
ceptance of uncertain positions on the informal labor market while collecting social
benefits (14 %); 4. the programmatic refusal of a job on the secondary labor market
and gradual inactive isolation due to the inaccessibility of the primary labor market
(7 %); 5. resignation from labor market participation and acceptance of a welfare sta-
tus (18 %). In addition, we also found sporadic strategies aimed at activities outside
the labor market, e.g. caring for relatives (Sirovatka, 1997).
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Table 1.8 Percentage of the long-term unemployed in the total number of the
unemployed (% of individual categories of the unemployed)

Category of unemployed 1993 1996 1997
Men Women Men Women Men Women
Age group:
20-24 219 94 199 172 193 138
25— 29 122 172 31.7 280 285 255
30-34 20.1 168 381 350 347 30.0
35-39 242 311 302 317 415 214
40— 44 269 123 387 212 439 36.7
45— 49 16.2 241 323 270 244 382
50- 54 262 312 387 114 453 332
55— 59 225 404 326 205 225 27.7
Educational level:
Elementary 349 31.8 40.3 417 528 40.2
Apprenticeship 135 9.9 203 193 203 238
Lower secondary 136 17.0 208 259 311 172
Apprenticeship with matura 72 19.7 - 350 413 79
Secondary general 8.2 138 155 175 119 181
Secondary vocational 69 6.1 285 191 156 16.0
Tertiary 105 95 185 9.2 196 152
With reduced capacity to work 30.0 221 371 409 431 417
Total 18.1 179 268 258 28.8 255

Source: Labor Force Surveys (end of year).

Despite the low level of unemployment in the Czech Republic, social marginalization
did occur. By this we mean that many individuals are, on the basis of their membership in
certain social categories, at risk of long-term or repeated unemployment. The main mech-
anism of such unfavorable targeting on the labor market is discrimination based upon ste-
reotypes and prejudices about marginalized people. Romany are the most affected group,
marginalized solely on ethnic principle, which is however at the same time often support-
ed by their low level of skills and by common assumptions about their low work ethic and
unreliability. In particular, young Romanies, the majority of whom have never been em-
ployed, experience permanent marginalization. They react by adopting
a hostile relation towards the ‘white’ population. On the contrary, older and more success-
ful members of this group often attempt to solve this situation by leaving the Romany
community (Table 1.5 and 1.8).

Another mechanism is discrimination on the basis of sex, age and health condition. Sin-
gle women and disabled individuals have had personal experience with individual margin-
alization. This is also the fate of many people with low skills. Specific unemployment
among unskilled workers is four-times higher for men and two-times higher for women in
comparison with skilled people (with either vocational or secondary education). Marginal-
ization is characterized by the accumulation of different handicaps, such as skill level,
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gender, ethnic origin, or disability. Low-qualified people are more often Romanies but
also older people and women. Marginalization commonly accumulates within individual
families, although this type of accumulation of handicaps is not as common in the Czech
Republic, as described by one British study (Morris, 1992). Special studies focused on
families where both partners were unemployed (Sirovatka, 1997), showed that they are
often socially problematical families, but also families where both partners are disabled.

The marginalization of the labor force is certainly an unfortunate phenomenon for those
who are forced to come to terms with their own shift to the secondary labor market. In the
category of manual workers, marginalization leads to a significant decrease in status in
comparison to their previous situation, accompanied by feelings of injustice. On the other
hand, the marginalized workforce is in some sense advantageous for the transformation of
the economy and emergence of small private businesses. Low wages, together with ex-
pected high-intensity labor represent a comparative advantage in competition, not to men-
tion possibilities for income tax evasion and illegal labor. For this reason, although em-
ployers often refuse to hire Romanies and illegal foreign workers, they hire them in tem-
porary work activities and offer them low wages.

1.5 Conclusion

The main characteristics of the labor market after 1989 include a drop in employment,
a change in the branch structure of the labor force, and the emergence of open unemploy-
ment. Despite the fact that the transformation of the labor market has been gradual and
was not accompanied by a rapid growth in unemployment, it has still not been without
significant implications. Above all, the post-1989 period set human potential free in con-
trast with the former practice of fastening of workers to one employer. This gave way to
considerable mobility, thus shifting people to the private sector including small business
and the service sector. Institutions of the labor market were also created to cover the be-
ginning unemployment and to contribute to a relatively quick return of laid-off workers to
paid employment. In the first wave of unemployment its rate was kept low while people
moved to the private sector and to tertiary occupations.

Both in job orientation towards the internal markets and wage disparities, education has
been increasingly valued and the pressure on the flexibility of the labor force has been
strengthened. Despite this, over-employment has been maintained in the internal markets
of companies, because the pace of modernization and productivity growth in the majority
of sectors has been rather slow. The development on the labor market has also meant that
the relatively low (yet insidiously increasing) rate of unemployment greatly contrasts with
the considerable effects experienced by certain social categories and regions. Restructur-
ing and modernization have yet to gather full strength and companies have tended to solve
the problem of over-employment by letting go of the secondary or marginalized labor
force. Problematic employees, part-time workers (either because they were juniors or had
passed the age of retirement), as well as women with small children were laid off. Howev-
er, it was only necessary to lay off only a small number of these employees, even those
from these border categories, because many others had voluntarily left for better opportu-
nities.

At the same time, companies have limited any further acquisition of a secondary labor
force, which in large part would have had to be moved from company labor markets on to
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a competitive external labor market (MozZny, Mare§ and Musil, 1995). New private sub-
jects began to select employees according to their potential contributions. Today, empha-
sis is placed not only on the productivity of their labor, but upon their abilities. This dis-
advantages the category of people without skills or work experience, as well as the disa-
bled, elderly and often also women caring for children. Today, these categories of workers
form the core of long-term unemployment.

This process has occurred on all local labor markets, however, certain regions have
been affected by greater restructuring, and thus are more dependent upon primary labor
markets. Some workers were pushed onto secondary markets, thus increasing competition
which led to long-term and repeated unemployment among certain categories of workers.
The job shortage is uneven and depends upon the branch and skill level. Both handicaps
come together in those regions which have been affected as a result of ‘socialist industrial-
ization’ or have a greater share of unskilled or extremely specialized and thus less adapta-
ble workers. On the other hand, incentives are insufficient to fill all low-wage jobs with
Czech workers which attract legal and illegal foreign workers. Their willingness to work
for substantially lower wages increases the flexibility of this segment of the labor market
and lowers the relative wage of unskilled workers.

The growth of unemployment in 1997 has signaled what is likely to be a long-term
trend. The dissimilarity of the present period and the first wave of unemployment in
1990-1991 can be seen on several different levels. In the first wave, production de-
creased, but productivity of labor and employment dropped even more. At the same time,
real wages dropped and since employed pensioners and people in retirement age left the
labor force, the economically inactive part of the population rose. Consequently, with the
massive small-scale privatization, the number of small businesses expanded; due to the
active labor market policy new jobs were created. During this period, the influx among the
unemployed was not great, and the departure from unemployment as well as the placement
of the unemployed was sufficient.

During the period between 1997-1998, the productivity of labor increased while unem-
ployment stayed at the same level. Also, the rate of participation in the labor market re-
mained stable, however real wages continued to rise despite restrictions in the public sec-
tor. In contrast to the first wave of unemployment, the pressure on the labor market has
increased and with it also the number of unemployed. After 1993, the active labor market
policies weakened, and in the course of 1997 it was unable to react sufficiently to the
changing situation. Internal labor markets of large companies continued to be reduced and
access for school graduates, women with children, laborers, and the disabled is becoming
increasingly difficult. The growth of specific rates of unemployment among certain social
groups signals rising marginalization risks on the labor market. However, increasingly
skilled workers appear on the unemployment register, including males.

These developments on the labor market, together with demographic changes and rising
numbers of graduates suggest that the pressure on the labor market will increase in the
future, although unevenly, i.e. only in certain sections of the labor force and in particular
regions. The advantageous skill structure of the population and its inclination towards
business (which has both internal and external limits), effective legislation, the perfor-
mance of labor offices as well as the active labor market policy are the main resources for
the future development of the labor market in the Czech Republic.
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There are, however, also certain risks to further development. A part of small business
have sprung up on the edge between the formal and informal economy, where thorough
taxation and full delivery of payroll tax may lead to the bankruptcy of several small busi-
nesses. Another risk is the lack of incentives to replace human labor with advanced tech-
nology, caused by lower wage levels, which are likely to remain stable because of the con-
tinuous supply of the cheap foreign labor. At the same time, a shortage of skilled manual
workers is beginning to appear, thus resulting from the decline in vocational education
which is endorsed by declining interest in blue-collar jobs. The mobility of the labor force
in territorial and occupational terms is inadequate and the retraining process is rather
weak; only about 12,000 people apply for retraining to labor offices annually.

The development of unemployment in the Czech Republic so far been influenced by the
relatively flexible adaptation of the labor force (the development of small business) and
the economy (growth of the service sector). There are also several favorable external fac-
tors which influence the Czech economy, including the tourist industry and foreign direct
investment. On the other hand, it has also been shaped by the will of politicians to weaken
potential social conflicts in the course of economic transformation. Standard market con-
ditions have yet to be created due to slow and non-transparent privatization.

The emerging labor market and low level of unemployment can be observed from two
opposing perspectives for future development. On one side, the development of society
after 1989 brought about an impetus which led to swift movements on the labor market,
releasing human potential for its further enhancement. On the other side, several factors
blocked the creation of standard market conditions for the labor force. Despite this, the
labor market had become structured insofar that its general characteristics today are in
principle similar to those in developed market economies. The future development of eco-
nomic efficiency must obviously be mediated by the quality of human resources and their
valorization. Until now, this tendency has appeared in economic reality only partially, for
example in the differentiation of labor demand, wage disparities, unequal growth of the
productivity of labor in individual firms and branches of the economy, and also in the
growth of tertiary education.

43



2 School system and educational
development

Technological advances, economic development and even social transformations in mod-
ern societies are tied to significant growth in education. The acceleration of technological
innovation continuously places greater demands on the labor force, which must not only
be more educated, but at the same time more flexible than in the past. This has affected
not only the qualifications necessary for employment, but also those skills needed to sur-
vive in an information society. The amount of information to which we are now exposed
and the way in which we are assumed to manage it has meant that higher education has
become a necessary precondition not only for good job, but for success in life in a rapidly
changing society.

The increasing significance of education for life success has forced higher levels of ed-
ucation to permit an even greater number of young people, which in the majority of devel-
oped countries has led to the democratization of education and school systems. One part
of this expansion’s driving force has been the transformation of the motivation for the
attainment of higher education. As the significance of education has grown not only as a
mode to success in employment but for a higher quality of life in general, the center of
gravity for motivation towards higher education has shifted from strictly utilitarian to
more general concerns. Education is gradually becoming a value in itself. Among women,
higher education has become an important token of success in their efforts towards true
equality.

Likewise, what has been the case for individuals is also applicable to societies as
a whole. At the risk of sounding too enthusiastic, it is possible to argue that education and
human capital, which enable active participation in the world of information, are becom-
ing increasingly more important prerequisites for economic growth and the social devel-
opment of nations than all of their natural resources. The globalization of markets of
goods and labor forces is inexorably de-railing those countries which are unable to adapt
to contemporary trends in the development of education and school systems in time. In
this respect, CEE countries aspiring towards membership in the EU are at the center of
attention because at present their educational structures differ markedly from those in ad-
vanced countries.

The situation of the Czech Republic, in comparison with the other CEE countries, is
even more complicated. Here, the pre-war, relatively effective and, at the time, advanced
educational system was after the Communist putsch in 1948 transformed into a ‘Soviet
model’ suited for a less developed country and was to remain that way until the end of the
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1980s, when it started to undergo modest changes. For decades, educational growth had
been stunted and education in Czechoslovakia gradually lost most of its economic, social
and cultural value. Thus, we may ask how long the reconstruction of the school system,
the dynamic development of educational structures, and renewal of the values of educa-
tion will take. Presently, the available statistical and survey data do not offer much reason
for optimism.

2.1 Education and life success

There is little disagreement that in advanced societies education is the key to life success.
People with higher education have a greater chance of finding a job with higher prestige
and higher wages. Education also represents ‘cultural capital,” which opens the door to
higher social strata with its corresponding life-style and social contacts. These contribute
to the creation of a desirable environment for raising children, who already in their early
years have an advantageous starting position for their own lives. While at first glance
these relations may seem natural, during the long years of socialism, their solidity and
even their very existence were under threat. It is well known that despite the ideological
proclamations about the universal development of the individual, socialism undermined
the value of education, both from economic and social standpoints (wages, socio-
economic status, living standard, and prestige).

There are a number of studies which convincingly illustrate the dramatic decline in the
significance of education in wage and earnings differentiation during the forty years of
socialism in Czechoslovakia (Vecernik, 1996). Others show the extent to which the con-
cept of life success tied to education had disintegrated (Matéjti, Tucek, and Rezler 1991;
Matgji and Rehakové, 1992). By the end of the 1980s, in the eyes of young people, suc-
cess in life was tied either to higher education, or skills, or to the ability to ‘make money
and get rich’. The meritocratic pattern of strategies of life success linking higher educa-
tion, skills, and financial reward was deeply disrupted (Matéjti, Tucek, and Rezler, 1991).

There exists the question of whether the collapse of an egalitarian regime, which itself
led to a growth in economic and social inequalities, created the feeling among people that
higher education is really the ticket to success in life. Is it really worth the investment of
time, energy, and possibly even money? The degree to which the growth of this sentiment
has been supported by changes in the role of education in shaping socio-economic status
can be documented by changes in the consistency of the three main components of social
status, that is, education, occupation, and earnings. Sociological surveys carried out in
1991, 1995, and 1997 allow us to capture this transformation over time. The analysis
shows that in the given period the relationship between education, occupation, and wage
continued to strengthen; the correlation between wage on the one hand and education to-
gether with occupation on the other was 0.38 in 1991, 0.55 in 1995 and by 1997 had
reached 0.60. Thus, the growth of socio-economic inequalities over the past eight years in
part contributed to the strengthening of deeply eroded relationships between education
and the economic aspects of social status (earnings and living standard).
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Figure 2.1 The perception of change in social status and economic status in
comparison with 1989 by education (economically active people)
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Source: ISSP-1997.

Note: The figure shows changes in the average value of self-ranking on a ten-grade scale
representing hierachies of social and economic status since 1989.

TR — tertiary education, US — upper secondary education, LS — lower secondary educa-
tion, VY — vocational training, PR — primary education.

Figure 2.1 shows the degree to which higher education was actually seen by people as a
gateway to a higher level of social status and living standard. Between 1989 and 1994 the
importance of university education for social status and living standard increased signifi-
cantly and this trend continued even during the following period from 1994-1997. It is
worthwhile noting that the subjective upward mobility of people with higher education
was greater on the scale of standard of living than social standing. People with secondary
education maintained their position on the social status ladder, but from the perspective of
living standard they began a downward turn. People with vocational training or only ele-
mentary education experienced a sharp decline in both directions, more however in stand-
ard of living and during the second period of observation. Of particular concern is the
perception of decline among people with vocational training, which in Czech society is
comprised of a much larger and younger population than people with elementary educa-
tion.

46



Table 2.1 What is important for a person to be successful in life? (% of answers
‘very important’ and ‘important’)

Factor Advanced Post-commu- Czech Czech  Czech Rep.
countries® nistcount- Rep.  Rep.  1992-1997
ries 19929 1992 1997

Educated parents 30.1 32.2 9.6 26.0 +16.4
High education 78.8 56.9 30.5 60.9 +30.4
Ambitions 76.6 63.6 58.4 73.6 +15.2
Ability, talent 57.2 64.0 57.8 70.4 +12.6
Hard work 71.0 65.6 72.4 71.4 -1.0
Wealthy parents 20.5 36.7 144 345 +20.1
Race, ethnicity 17.6 9.8 4.4 13.2 +8.8
Religion 7.2 8.1 2.3 25 +0.3
Region 6.9 9.6 7.0 6.4 -0.6
Gender 14.2 16.1 9.3 16.6 +7.3
Political attitudes 104 12.3 13.8 144 +0.6
Knowing the right people 45.8 54.8 48.2 65.2 +17.0
Political connections 20.2 21.9 12.2 35.2 +23.0

Source: ISSP-1997.

1) Australia, Austria, Canada, Germany (former FRG), Great Britain, Italy, Norway,
Sweden, USA.

2) Germany (former GDR), Hungary, Slovakia, Poland, Bulgaria, Russia, Slovenia.

The fact that education is slowly starting to pay off is expressed even in its position
among factors contributing to life-success (Table 2.1). It is worthwhile noting that in
1992, in comparison with advanced countries, life-success in the Czech Republic was not
only less frequently associated with education (where the situation was the worst), but also
with so-called ascriptive characteristics (gender, origin, race or nationality). While ‘social
capital’ (knowing the right people) played more or less the same role as elsewhere, in con-
trast, ‘political capital’ (having good connections) was much more significant than in ad-
vanced or in other developing countries. Development has however brought about major
changes. Life success has become increasingly contingent upon the following factors: hu-
man capital, ability, performance, ascriptive factors, and social and political capital. In
other words, in 1997 success in life was already perceived less as the product of luck or
more or less random coincidence, and more as the result of particular factors, whether of a
meritocratic or rather ascriptive nature.

The good news is that life success has become strongly associated with educational
achievement, which had been the Czech Republic’s greatest deficiency. In 1992, approxi-
mately one-third of the population considered education to be an important factor of suc-
cess, while in advanced countries it was almost 80 %. In 1997, the Czech proportion had
almost doubled (61 %). The increasing importance of a strong educational background
(parents with higher education) has also been associated with this trend. Thus people are
increasingly aware of education as ‘capital” which is passed on from one generation to the
next. Thus, it is necessary to ask whether the growth of the significance of education to
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life-success, which is undeniable, has been accompanied by an expansion of educational
opportunities. If this is not the case, it may result in the emergence of serious tensions on
the educational market, which may be transformed into the growth of educational ine-
qualities because a greater demand for higher education than the actual supply of educa-
tional opportunities will be accompanied by continued attempts to monopolize accessibil-
ity to this increasingly scarce commaodity by families with higher education.

2.2 Quantitative and institutional changes in the school system

During the past eight years, several important changes in the number of students and
schools have occurred in the Czech Republic. As a result of demographic development,
the number of students in elementary schools has fallen, while the number of schools has
increased. There has also been a rapid decline in the number of students attending voca-
tional training institutes, and in contrast, a rapid increase in the number of students in sec-
ondary vocational schools and in the number of these schools themselves; a stagnation in
the number of students attending general secondary schools (gymnasium) and
a rapid increase in the number of private schools. Even though the most significant chang-
es in the Czech educational system have occurred on the level of secondary schools, the
number of students at universities and the number of these schools have also increased
rapidly (Table 2.2).

In regard to the structure of the secondary school system, it is notable that interest in its
lowest level (apprentice schools leading to an apprentice certification) decreased to the
benefit of complete secondary vocational education (with diploma). While in the 1989/90
school year, 61 % of the total number of post-elementary school students enrolled in ap-
prentice/vocational schools, in the 1997/98 year it was only 40 %. Moreover, 12 % of stu-
dents enrolling in apprentice/vocational schools in 1997/98 will earn secondary school
diplomas. This detour from blue-collar occupations (which has also occurred in other re-
forming countries) may be interpreted as a sudden increase of educational aspirations
among the younger generation and interest in education on the part of their parents.

Table 2.2 The number of students in their first year by type of school
(in thousands)

Type of school 1989/90 1991/92 1993/94 1995/96 1997/98 Index 98/90
All secondary schools ~ 198.5 173.7 211.2 208.9 172.3 86.8
Of which:

secondary general 26.2 264 30.1 27.4 26.9 102.7

secondary vocational 51.1 545 74.0 78.0 65.5 128.2

apprentice school 121.2 928 107.1 103.5 79.9 65.9
Higher secondary - - 16 3.0 13.2 -
Tertiary 26.8  23.9 33.0 40.5 44.5 166.0

Source: Institute for Information in Education.
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The most recent period suggests, however, that this development has also had negative
consequences. On the one hand, there have been growing concerns about the insufficiency
of skilled tradesmen (lathe-workers, cabinet-makers or brick-layers), whose training was
and remains the main function of apprentice schools. On the other hand, there has been
increasing concern that this trend will lead to a drop in the quality of vocational secondary
schools as fewer and fewer students are enrolling, achieve unsatisfactory performance, and
possess weak motivation to earn a diploma. It has also been shown that if these less moti-
vated young people quit school, state funding and human investments have been wasted.

The second important change has been the rapid growth in the number of new students
at vocational secondary schools, up by 30 % between the 1989/90 and 1997/98 school
years and up 50 % until the 1995/96 year (the fall after 1995/96 resulted from the exten-
sion of required attendance at elementary schools to nine years). At the same time, the
number of vocational secondary schools rose from 375 in 1989/90 to 796 in 1997/98, that
is, the number of schools grew even faster than the number of students. This has led to a
significant expansion of the ‘supply’ and variety of educational opportunities in these
schools.

This expansion of vocational secondary schools has been greater in comparison with
general secondary schools (gymnasiums), where during the past eight years the number of
new students has remained the same. This stagnation has resulted from two contrasting
tendencies; in addition to the four-year gymnasium, which was the only type in existence
before 1990, an eight-year and gradually also six and seven-year gymnasiums have come
into being. While the total number of students at four-year gymnasiums dropped between
1989/90 and 1997/98 from about 100,000 to 43,000, the number of students at six- and
more year gymnasiums grew from zero to 85,000 in 1997/98. Overall in 1997/98 approx-
imately 15 % of the population in this given age-group enrolled in gymnasiums of all
types, in contrast to approximately 80 % of young people who enrolled in trade schools.

Three reasons explain the discrepancy between the development of secondary vocation-
al and general education. First, vocational secondary schools have been a tradition since
the time of the Habsburg monarchy, where there were industrial schools, business acade-
mies and so forth. In comparison with secondary schools in Western countries, in the
Czech Republic they are considered to be very prestigious. Secondly, when compared
with general secondary schools (gymnasiums), these schools have the advantage in the
eyes of students and parents, that graduates may choose either to continue training at uni-
versity level or seek a job with more modest educational requirements. Thirdly,
a common understanding (whether justified or not) between the Ministry of Education and
society that general secondary schools must remain selective institutions and accessible
only to an elite few has also contributed to their rather low attendance and growth.

In this respect, the Czech Republic is rather exceptional because the percentage of stu-
dents at general secondary schools and this as a proportion of the whole population is the
lowest of the 25 OECD member countries (Figure 2.2). The present structure of secondary
schools or debates about its development is often the subject of criticism. Many people
consider the small share of general secondary schools to be in conflict with modern tech-
nological and economic development, which requires the broadest general education pos-
sible and the transfer of vocational education from the secondary level to the higher,
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so-called post-secondary level. For the majority of society, the gymnasium should main-
tain its ‘elite function’ and the expansion of general education should occur within the
framework of existing vocational schools, or possibly through the increase of the some
kind of hybrid institutions, exemplified by the rather undeveloped technical ‘lyceums’.

Figure 2.2 Percentage of general and vocational secondary schools in 1995
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Source: Education at a Glance.

However, in the overall participation by age in secondary school education (table 2.3),
the Czech Republic substantially differs from the majority of the OECD countries. While
until 16 and even 17 years of age, the participation of the population in education in the
Czech Republic is high and even above the OECD average, a sharp fall occurs following
17, and by 18 and 19 years of age (i.e. around the time of secondary school graduation),
where participation drops to around two-thirds or less of the average OECD level. Sadly,
this difference increases even more among older groups, in that only about 5 % of 24 year
olds continue to study, compared with an average of 17 % in OECD countries.

The third important characteristic of the transformation of the Czech educational system
is the opening and rapid development of private schools. During the past several years,
800 private schools have opened with over 100,000 students. Even though this represents
only 5.5 % of the total number of schools and 4.6 % of all students, it still represents an
‘explosion of private schools’. In contrast to the majority of West European countries
where private schools on the level of elementary and general secondary school education
outweigh those in other areas, in the Czech Republic private schools are geared towards
vocational education. In 1996/97, 40 % of all vocational secondary schools with about
15 % of all students in this sector were in private hands, and over 100 private apprentice
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schools opened (which accounts for approximately one-fifth of the total number of insti-
tutes). Another important characteristic is that private schools outweigh church schools; of
567 non-state schools in 1996/97 521 were private. Activity by the Church can be spoken
of only in connection with non-state gymnasiums.

Table 2.3 Educational participation by age in 1995 (%)

Country 15years 16 years 17 years 18 years 19 years
Austria 97 94 88 62 36
Belgium 103 103 100 87 75
Czech Republic 99 97 72 42 26
Denmark 98 94 82 72 55
France 98 96 93 84 70
Germany 99 97 94 84 65
Great Britain 98 87 75 54 45
Hungary 93 88 71 46 30
Netherlands 99 98 93 83 70
Portugal 88 77 73 55 45
Spain 94 83 75 63 53
USA 98 90 79 56 42
Average in OECD 93 88 79 64 47

Source: Education at a Glance.

Note: Since some students may participate in more than one educational program the total
percentage may exceed value 100.

Table 2.4 Participation in tertiary education by age in 1995 (%)

Country 18-21years 22-25years 26-29 years 17-34 years
Austria 14.2 15.0 8.5 9.0
Belgium 40.7 16.5 3.6 13.2
Czech Republic 15.9 8.0 2.1 6.6
Denmark 8.9 22.6 11.2 10.8
France 34.2 17.7 4.6 13.6
Germany 10.6 17.0 11.4 9.3
Average in OECD 21.1 15.5 6.6 10.8

Source: Education at a Glance.

The growth of tertiary education is illustrated by the number of newly enrolled students,
which rose by 66 % between 1989/90 and 1997/98, while the total number of students
grew by about 48 %. In 1996/97, as many as 27,000 students had enrolled in one of five
new regional universities, which accounts for about 15 % of the total. The share of 18
year-olds among new students rose from 15 % in 1989/90 to 22 % in 1997/98. Even so,
the demand for higher education still exceeds the number of available spaces by half and
in 1997/98 only 40 % of applicants were enrolled. We may argue that the Czech university
system is currently at the start of a massive phase. If we use the broader concept of ‘ter-
tiary education’ and if we group together students enrolling in new higher secondary
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schools with university students, the number of newly accepted students has increased by
6 %, which accounts for approximately 30 % of 18 year-olds (Table 2.3).

The 1992 the OECD report shows that even despite these significant increases, in inter-
national comparison participation in higher education in the Czech Republic remained
quite low. In addition, the trend towards an increase in participation among older students,
which has been occurring in the West since the 1960s has for the time being not been the
case in the Czech Republic. For example, in Germany and Denmark, 10 % of people be-
tween the ages of 26-29 are students. The low number of students in the communist peri-
od resulted in a small share of university-educated people in the active population. In the
Czech Republic it is 11 % (according to a Labor Force Survey from Spring 1996), where-
as the number in Western Europe is on average double and in many countries even higher.
The concept of mass university education in the Czech Republic has been viewed rather
negatively. Many people think that an increase in the number of students above a certain
level would inevitably lead to a drop in the quality of education and institutions. At the
same time, some Czech educational policy-makers are of the opinion that the number of
people capable of studying at university is limited by ‘genetic factors’.

Structural changes have also occurred in the development of university education. The
representation of individual departments has changed with a significant increase in hu-
manities, social sciences, law, and economics with a decline in the number of technical
departments, agriculture, and medicine. The share of students in the workplace has gradu-
ally declined from more than 20 % at the end of the 1980s to 11 % in 1994, but rose again
to 14 % in 1997. A Bachelor of Arts (BA) study program significantly contributed to this
growth as the majority of BA programs consist of three-year cycles, which is practical
preparation for the labor market or may be conceived as the first phase of university stud-
ies. In 1997/98, 23 % of all students at university and 28 % of the newly accepted were
enrolled in BA programs, while one-fifth were attending university and working full-time.

Box 2.1 The law on higher education

The new law on higher education which was passed in April 1998, defines the main re-
sponsibilities and mission of institutes of higher education including their role in life
education, local and regional development and European cooperation. It contains sev-
eral important innovations: 1. creating a legal framework for the emergence of the so-
called non-university type of higher education; 2. creating a possibility to establish
private institutions of higher education; 3. creating a Committee of Public Institution
of Higher Education consisting of representatives from public life, regional and state
management; 4. transforming institutions of higher education into public institutions,
which among other things may acquire property and under certain conditions manage
it. In summary, it is possible to say that the law contributes to the future diversification
of the system of higher education and opens its institutions to the interests and de-
mands of larger sections of society.
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Table 2.5 Public spending on individual levels and types of schools (in billions CZK
in current prices)

Type of school 1989 1990 1991 1992 1993 1994 1995 1996 1997 Index

97/89
Total 22.1 255 338 408 542 629 718 829 800 362
Kindergartens 19 20 26 33 48 55 65 76 74 389
Elementary 61 64 79 104 155 183209 254 242 397

General secondary 06 07 10 13 21 30 39 42 39 650
Vocational second. 12 13 20 22 39 61 67 71 72 600
Apprentice schools* 1.7 31 51 57 80 88 98 99 88 518

Special schools 06 07 09 11 20 24 30 34 35 583
Tertiary** 12 40 46 47 66 85 94 110 110 314
Other expenses 65 73 97 121 113 103116 143 140 215

Source: Institute for Information in Education.
* including expenses of firms and enterprises
** including support for student dormitories and cafeterias

Data on the financing of the educational system also accounts for its development. The
share of educational spending from public resources rose from approximately 4 % of GDP
in 1996 to nearly 6 % in 1996, exceeding the average in OECD countries (many of whom,
however, for example, Norway, Denmark, Sweden and Hungary spent 7 % and more). The
situation significantly worsened in 1997 as a result of the economic reforms, and for 1998
we expect again a fall to the 1989 level. The average spending per student on all levels of
the educational system was $2,650 in 1994, compared with an average of $4,880 in
OECD countries. The average spending per university student in the Czech Republic
(%5,320) was only about half of the OECD average ($9,820). Even though the accuracy of
this comparison may be questioned because of the differences in price and wage levels,
the notable discrepancy in spending per student in the Czech Republic and OECD coun-
tries is undeniable.

Comparison of growth in the number of students with the development of spending on
education (Table 2.5) reveals a major contradiction; universities with the greatest growth
in the number of students have been allotted the smallest increase in spending. While costs
for secondary schools rose more than five times, spending on universities rose only three
times, that is, less than the level of inflation. It means that the average cost per student in
constant prices fell by half. This decline was especially significant between 1994 and
1997, when the average spending per student in real terms dropped by one-third. In other
words, secondary schools expanded at the expense of universities. In international com-
parison, public spending on the tertiary sector was 15 % of total expenditure, as compared
with the OECD average of 23 %.

In 1996, higher secondary schools were also added to the structure of the Czech educa-
tional system. They represent the so-called non-university sector of higher education,
which in contrast to the great majority of Western and Central European countries did not
previously exist in the Czech Republic. By 1997/98, 158 higher secondary schools opened
with almost 24,000 students. Their main goal has been to offer a practically oriented edu-
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cation which differs from vocational secondary schools as well as from university pro-
grams. However, with regard to quality and size only about 10 of these higher secondary
schools currently meet the demands placed upon the non-university sector of institutions
of higher education. Yet despite these problems, it is necessary to consider the emergence
of higher secondary schools as the development of the mass diversification of the tertiary
sector of education.

The law also has serious shortcomings. The paragraphs which address non-university
institutions of higher education are very vague, which may significantly threaten the de-
velopment of this sector. In addition, this law addresses the diversification of the system
only at its lowest level, that is, in relation to the first three to four years of higher educa-
tion. Only indirectly does it strengthen the diversification at the highest, i.e. post-graduate
level (for example the newly formed relations between the university and the Academy of
Sciences). The law does not deliver a more precise definition of BA study, which would
be able to at least partially prevent it from being only the first phase of traditional MA
programs. There is no mention of higher secondary schools and their relationship to exist-
ing higher education programs. With the exception of the preamble, it does not expand
consideration of the European dimension of higher education and its development and the
emphasis upon the demands of education for adult or life-long learning is insufficient.

2.3 Reforms of the content and quality of education

Before 1990, decision-making about the curriculum was extremely centralized and sub-
jected to the ideological indoctrination of youth. Only a uniform and directly manipulated
curriculum was possible (teaching plans, content of lessons) with an emphasis upon the
natural science disciplines, with exorbitant encyclopedic demands and limited and de-
formed content in the humanities. There was very little space for dialogue between teach-
ers and students, and an authoritarian approach gradually began to dominate the entire
pedagogical process.

After 1989, changes occurred in all of these areas. However, it is difficult to evaluate
these reforms in the area and quality of the development of education, for three reasons: 1.
There are few if any generally accepted statistical indicators which would make possible
any evaluation and conclusions; 2. It is very difficult to ascertain whether the proposed
and formally accepted reforms have actually been implemented and to what degree the old
or only superficially modified approaches and methods persist; and 3. Questions about the
quality of education are almost exclusively the subject of individual and subjective evalua-
tion. Yet despite all of these uncertainties we may argue that a number of significant
changes in the content and methods of education on all levels of Czech schools have oc-
curred which have also affected their quality.

Above all, ideological control over education and the curriculum has been removed. Al-
ready during the first period of transition, particularly subjects related to humanities and
social sciences were thoroughly transformed. Foreign language instruction has been re-
structured in favor of Western languages and broadened. The study of religion has been
renewed as an alternative subject in the framework of elementary schools. In general sec-
ondary schools, the proportion of classes in mathematics and natural science has been
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slightly reduced in favor of humanities and social sciences. The proportion of general
subjects has increased also in the curriculum of vocational secondary schools.

The diversification of curricula has also been an important aspect of these changes,
which are tied to the liberalization of the forms of educational programs and attempts at
making them more applicable to the individual needs and interests of students. In place of
a unified educational system, new types of schools and educational pathways are gradually
opening, including private and church schools. The internal diversification of lesson plans
place greater emphasis upon optional subjects, while the system of adaptable lesson plans
allow for the variability and plurality of educational paths within the particular type of
school. The Ministry of Education has left the creation of textbooks to independent pub-
lishers, retaining control only over their content and editing.

While there is agreement over the basic direction of reform, opinions differ over the
evaluation to the degree to which the reforms are being implemented in terms of content
and methods of education. Because no systematic evaluation of educational programs and
their individual parts has been conducted, we have only subjective opinions which are not
based upon any generally recognized statistical indicators. There is little question that
certain contents and methods of education from the previous system have persisted. Yet it
is possible to estimate that in at least 15-20 % of schools, a partner relationship between
teachers and students has developed, and the encyclopedic approach put aside. This may
in itself be a major development when we consider the brevity of the transformation pro-
cess and that changes in the content and methods of education are typically slow when
compared with the transformation of institutional structures or the school system.

The assessment of the quality of education may be divided into several categories:
1. ranking on the basis of surveys among students or employers; 2. multi-dimensional
ranking based on different ‘objective’ indicators; 3. ranking based on the multi-
dimensional evaluation of individual schools or departments; 4. ranking on the basis of
international comparison. Here we consider several of these rankings in greater detail.

The most extensive survey-based ranking is probably the Survey of Graduates 98,
which was conducted at all secondary schools in the Czech Republic in spring of 1998,
with the participation 84,000 senior pupils (over 90 %). It is difficult to judge whether the
average success rates shown in Table 2.6 testify to the higher or lower quality of the pre-
sent education of secondary school students, since the results depend on the rigorousness
of ratings in individual schools and the uniformity of the measure used. However, the sur-
vey clearly indicates the quality of education received at the different types of secondary
schools. General secondary schools (gymnasiums) led in all subjects as well as in general
learning capacities, while apprentice schools rank at the bottom. If the low level of ap-
prentice schools is to be expected, the difference between gymnasiums and vocational
secondary schools, including economic schools, may be reason for concern.

Another example is surveys which summarize student opinions (mainly students at uni-
versities and other institutions of higher education) about the quality of study. For exam-
ple, the Center for the Study of Higher Education, conducted this kind of survey at the
end of 1995 among 1535 students in their third year at 14 schools (27 departments). Their
opinions about the quality of instruction were very positive. Nearly three-quarters of stu-
dents responded positively to the question of whether they consider the lectures to be of
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sufficient quality and interesting, and nearly 90 % shared the opinion that their teachers
arrived well prepared for lectures and seminars. The most satisfied students were in agri-
culture, law, and social science departments, while students in medical and technical de-
partments were less satisfied. Between 1992 and 1995, the percentage of positive respons-
es significantly increased. Only the quality of language instruction received more criti-
cism.

Table 2.6 Average success rate (proportion of successfully completed exercises)
among students by type of school (%)

Type of school CZ EN GE MAT-D MAT-E GSA
All schools 49 46 46 55 46 55
Of which;

general secondary 63 68 67 76 59 66
economic secondary 49 51 52 51 44 56
technical secondary 44 36 36 59 52 55
other vocational secondary 44 31 34 40 32 47
integrated secondary 42 32 34 42 37 48
apprentice school 40 28 28 40 41 49

Source: Survey of Graduates 98, Institute for Information in Education.

Abbreviations for particular tests: CZ = Czech language and literature, EN = English, GE
= German, MAT-D = mathematics (more difficult version), MAT-E = mathematics (less
difficult version), GSA = general study ability.

Box 2.2 The INES program (Indicators of Educational Systems)

The aim of this OECD program is to help to raise the quality and to increase the
breadth, relevance, and comparability of data in the area of education, thus contrib-
uting to the formation of education politics in individual member countries. The INES
program consists of four sites which collect and analyze data on the results of educa-
tion, entrance of graduates into the labor market, characteristics of educational insti-
tutions and systems, and also attitudes and expectations in relation to education. The
most important outcome of this program is the yearly publication Education at
a Glance, which contains over 40 indicators. Participation by the Czech Republic in
the INES project is of great importance, because its results provide unique information
on the state and development of educational systems in the individual countries. The
comparison of the Czech educational system with those from developed countries from
a number of qualitative and quantitative perspectives provides a valuable information-
al base for the formation of education policies as well as for the justification and insti-
tutionalization of their individual steps.

So-called objective indicators do not attest to the quality of education per se, but rather
to its different factors or conditions. For example, among such indicators are public
spending on education. While it is not possible to determine the degree of dependence
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between achieved quality and available financial sources, it is undeniable that a de-
crease in public spending on schools may threaten the development of the quality of edu-
cation. Because the number of students at universities in particular is increasing, the al-
ready adverse budgetary situation in the Czech Republic continues to worsen.

Box 2.3 IEA/TIMSS programs

The prestigious international research project TIMSS (Third International Mathemat-
ics and Science Study) of the IEA (International Association for the Evaluation of Edu-
cational Achievement) is the main source for the evaluation of the knowledge of stu-
dents in mathematics and natural sciences. The most recent version of this research
project used six indices: F1 allowing for the comparison of acquired knowledge in
mathematics and natural sciences between students in the 4th year of elementary
school; F2 ascertaining differences between the knowledge of the most successful and
less to least successful students in the same category; F3 probes differences in
knowledge between boys and girls in the same departments and age groups. F4 ana-
lyzes the development of knowledge between students in the 4th and 8th years of ele-
mentary school; F5 focuses on the relationship between the knowledge of students in
the 8th year and their family and social environments; F6 examines the relationship
between the attitude of students towards mathematics and the results of their mathe-
matical knowledge. The newest indicators are the results of knowledge of students of
mathematics and natural sciences in their final year of secondary school.

Another indicator is the number of students per instructor. On all levels of schools in the
Czech Republic, there are fewer students per teacher than in the OECD average: in 1995,
in the first cycle of elementary schools, there were 19.6 students per instructor compared
with the OECD average of 18.2, in the second cycle in the Czech Republic there were 13
students against the OECD’s 16.2. In Czech secondary schools it was 11.4 again lower
than the OECD’s 14.4, and in Czech universities only 10.9 as compared with 14.4 in the
OECD. However, the situation especially at the level of higher education, is changing.
While in the 1994/95 school year there were on average 22 students per professor and per
other instructors 11, in 1997/98 there were 35 and 17 respectively. However, no such
change occurred in secondary schools. Yet even here it is important to emphasize that
with regard to quality, these indicators are helpful but not very reliable. In the United
Kingdom for example, during the past several years the ratio of teachers to students wors-
ened significantly (from 1:10 or less to between 1:15 and 1:20 today), yet without neces-
sarily leading to the conclusion that the quality of instruction has declined.

At least in the present period, it seems unlikely that the quality of education in the
Czech Republic is endangered by an increase in the number of students. This is confirmed
by indicators of class size in elementary and secondary schools. Even in this respect the
situation in the Czech Republic is generally positive. The average class size in elementary
schools has remained constant since 1994/95 (22 students), while at general secondary
schools (gymnasiums) between 1994/95 to 1997/98 it decreased from 29 to 27 and at vo-
cational secondary schools from 26 to 25. Thus it is not possible to speak of overburdened
classes in which the number of students could pose a threat to the quality of instruction.
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Neither has the multi-dimensional evaluation of individual schools and departments of-
fered any definitive conclusions. Each school and department has its advantages and inad-
equacies regarding the instruction of individual subjects, teaching staff, overall school
atmosphere, facilities, and so forth. The multi-dimensional evaluation of the quality of
individual schools in the past has been the subject of more or less extensive investigation,
from which it is possible to at least ascertain for purposes of orientation the quality of the
Czech educational system.

The SET program is without question the most important evaluation program, whose
aim is to inform applicants about secondary school education and their parents about the
quality of schools leading to a diploma, thus facilitating their selection. From a total of
1057 schools, 947 participated and the investigation examined among other topics the
success of graduates in university entrance exams, their acceptance rate at universities,
‘school added value’, drop-out rate, breadth of foreign language instruction and computer
facilities, opinions of students about the quality and demand of instruction, atmosphere
and prestige of the school. The resulting scores are a useful tool for the more objective
selection of a school, yet at the same time indicate their often excessive qualitative hetero-
geneity which has resulted from, among other things, the expansive autonomy of schools
and almost unregulated power/authority of their directors.

Three types of evaluation are conduced at universities: 1. evaluation conducted by state
(mainly by the Accreditation Commission); 2. external evaluation from abroad; 3. internal
evaluation (self-evaluation) within individual universities and departments. The Accredita-
tion Commission of the Czech Republic focuses on the evaluation of new graduate pro-
grams (out of 1,500, 440 proposals have been approved), and further on the overall evalu-
ation of the level of individual departments. With regard to foreign evaluations, the major-
ity have been positive, as in the case of the Czech Agricultural University or the Veteri-
nary and Pharmaceutical University in Brno. The audit of quality, which was conducted at
the Czech Technical Institute by the European Conference of Rectors was also important,
as were the evaluations from FEANI (Fédération Européenne d’Associations Nationalies
d’Ingenieurs) and NCFMEA (National Committee on Foreign Medical Education and
Accreditation). At several departments, self-evaluation is becoming an integrated part of
their activities and sometimes of the administration of universities. Yet it is necessary to
stress that it is primarily a closed system, where the schools or faculties themselves set the
criteria with regard to similar systems abroad.

Evaluation on the basis of international comparison makes possible the assessment of
the quality of education from a broader perspective, though only in certain dimensions.
The published results from the TIMSS/IEA surveys address knowledge of mathematics
and natural sciences among students in three classes, that is the fourth and eighth year of
elementary school and the final year of secondary school. Of the 17 countries surveyed,
Czech elementary school students placed 4th in mathematics and 7th in the natural scienc-
es, while students in the 8th year placed 3rd in mathematics and 1st in the natural sciences.
The results of evaluation of knowledge of mathematics and natural sciences among stu-
dents in the final year of secondary school were however worse. Among 21 countries
Czech students placed 15th overall, in mathematics 18th and 14th in the natural sciences
section. In advanced mathematics and physics (in the Czech Republic at gymnasiums)
Czech students placed 13th and 14th of 16 countries.
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This discrepancy in the ranking of elementary school and secondary school students has
been the subject of different interpretations. One explanation is the distinct character of
the tests of students in the final year of secondary school, in which they were asked to
solve problem exercises, in contrast to tests of elementary school students, which were
aimed at testing primarily knowledge and command of individual information. These re-
sults would confirm the prevalence of an ‘encyclopedic approach’ at the expense of inde-
pendent thinking in the Czech educational system. Another partial explanation for these
differences between the results of younger and older students in mathematics tests is the
low popularity of mathematics among 13 year-olds (who still tested very well) which may
be expressed in the decreasing interest in mathematics during later years of education.

In this context, the World Health Organization’s survey from 1993/94, in which 11-15
year-old students were asked if teachers encouraged them to express their own opinions in
class. While the percentage of Czech students responding positively to this question was
not so low (40 % of 11 year-olds, 35 % of 13 year-olds, and 27 % of 15 year-olds), the
results of this survey were overall quite dismal. Out of the 23 countries (the majority Eu-
ropean), the Czech Republic was next to last place (above Russia) among 11-13 year-olds
and among 15 year-olds third from bottom (above Slovakia and Russia). This means that
during this period, one of the most important aims of the educational reforms, the creation
of a less authoritative relationship between teachers and students, had not been realized.
We do not know to what degree this relationship has changed since then.

2.4 Access to education in the Czech Republic and in the world

At present, one-fifth of the adult population of OECD countries have university education
and another two-fifths at least complete secondary school education. The percentage of
people with university degrees in the Czech Republic is half of that in the OECD and less
than one-third of the adult population have secondary school diplomas. A recent study of
adult literacy showed that in the majority of countries for which there are official results
(at present 13 countries), the completion of at least secondary school education is the key
to an individual’s ability to work effectively with information and use it in the workplace
and in their private lives (OECD, 1997).

The ability to participate actively in the world of information today is of utmost im-
portance for the economic success of an individual. In the Czech Republic it is much less
common than in those countries where the completion of secondary school education is
more frequent (the average value of adult literacy in the Czech Republic is after Poland
the lowest). At the same time, analyses show that great disparities in the level of education
in turn become profound inequalities in living standards and quality of life. Thus, by over-
coming inequalities in order to gain access to higher education is undoubtedly necessary
for modern societies since access to education makes possible the usage and development
of existing abilities and talents for economic development while simultaneously maintain-
ing social cohesion due to mobility between social groups.

Without question, inequalities on the road to education exist in Czech society. As is
everywhere, school success and education are affected by social and family environments.
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Analyses of school success factors show that nearly one-half of the differences in results
may be explained by the cognitive characteristics of the student upon entering school (the
so-called presuppositions of study). Another quarter by his or her affective qualities
(above all motivation to study) and the remaining quarter by school characteristics (quali-
ty of teachers, classes, and schools, the course of lessons, and so forth). The presupposi-
tions of study include both those conditioned by heritage and those which are socially
conditioned. Their interdependence, however, has been the subject of ongoing debates
throughout this century.

Box 2.4 The research of adult literacy

In 1997-1998 the Czech Republic together with 25 OECD countries participated in ex-
tensive research projects on the level of education among the adult population, the
IALS and SIALS (International Adult Literacy Survey, Second International Adult Lit-
eracy Survey), which have been conducted since 1994. In addition to a number of oth-
er data, the surveys assessed the level of education of the parents and children (Un-
derwood and de Broucker, 1998). The investigation included approximately 3000
adults between the ages of 16 and 70 from each country. Adult literacy is understood
as a measure of an individual’s ability to work effectively with written information. It
is represented in three dimensions. The first is prose literacy, the ability to search for
information in a general text (newspapers, essay, review, etc.). The second is document
literacy, the ability to process information in concentrated form, i.e. to orient oneself in
a set of directions (questionnaires, forms, instructions, etc.). The final, the quantitative
literacy, tests a person’s ability to operate with numbers, graphs and figures, tables,
etc.

In modern societies, education is connected not only to higher wages, but also to the
formation of more extensive social contacts and is an essential component of social status.
In contrast to the period before 1989 when the relationship between education and eco-
nomic capital in Czechoslovakia was weak, the 1990s meant the increasing interconnec-
tion of education and various forms of capital (economic, cultural, social). At the end of
1996 and beginning of 1997, this process was also the subject of research concerning fac-
tors which influence educational tracks and the achievement of children (Prisa and Pruso-
va, 1997).

This research shows that the parents’ education is the overwhelmingly dominant factor
influencing the educational track of a child (it explains 27 % of its variance). It has been
more influential than any other form of capital, of which none had any direct effect on the
education of children, but rather only through the educational level of the family. The only
exception was the relatively independent influence of cultural capital. At the same time,
the role of other observed factors (e.g. consideration of the family for
a child’s success at school or extra-curricular activities) was also influenced by parents’
education. This confirmed the high level of dependence of a child’s educational track on
the type of family. Further, it was shown that 28 % of university students (in contrast with
12 % of all young people) stated that their parents were able to enlist the contacts neces-
sary to their acceptance at university. However, an economic situation does not represent a
likely barrier to university studies. Children from well-off families are likely to attend
university is the direct result of the higher economic level of people with university educa-
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tion. While university students come from families with higher education, within groups
of families with particular levels of education, greater economic capital does not play any
substantial role.

Figure 2.3 Typology of families according to the educational chances of their
children
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On the basis of the main factors of family environment and the educational track of
children, it is possible to identify six types of family environments in which children are
growing up (Figure 2.3).

Approximately one-third of children live in ‘stagnant working class families’. Overall,
the parents have elementary or lower secondary education, little economic capital, and an
undeveloped cultural environment. These parents do not have wide social contacts, let
alone any ‘influential acquaintances’. There is little interest in their children’s rate of suc-
cess in school and generally have a lack of respect for education. There is little likelihood
that children from these families will attain a higher education. From the start these chil-
dren are affiliated with the unsuccessful group and nor do they like to study or participate
in activities. If they continue to study after the elementary level for the majority it means
at an apprentice school. The majority of children and their (often broken) families do not
have any great ambitions and have come to terms with this fate.
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A small number of these children want to free themselves from this trap, however the
majority of them have little success. That is, their choice of secondary school is influenced
above all by short-term practical reasons (e.g. proximity from home), and no real
achievement in a given field. In both cases, however, the family reproduces its own low
level of education.

Box 2.5 The three types of ‘family capital’

According to Pierre Bourdieu, families influence the education and life-chances of
children by means of their economic, social, and cultural ‘capital’. Economic capital
is the material and financial standard of a family, which allows it to provide for its
children’s education and likewise acts as a positive psychological factor. Social capi-
tal refers to the network of acquaintances and social connections which are able to be
effectively utilized, for example in overcoming the difficulty of gaining acceptance at a
prestigious school. Cultural capital is characterized as the degree of acquisition of a
particular behavior, life-style, and taste necessary for communication and participa-
tion in a status culture which is present in school as well. That is, linguistic and other
symbolic codes used in school communication are derived from its status culture. Thus
students who are in command of this culture have the appearance of being more gifted
and intelligent, teachers are able to communicate with them easier and pay more at-
tention to them. Understandably, not only in school but even during the selection of a
higher level of schooling, these students surpass their less fortunate schoolmates.
School success and the level of education attained by an individual are thus directly
dependent upon the degree to which he is able to appropriate the ‘dominant culture’
or utilize that type of cultural capital. The original social inequalities are thus legiti-
mized by the educational system and acquire the appearance of natural inequalities. In
this way, the educational system functions as a tool for the transmission of social ine-
qualities between generations and contributes to the self-reproduction of individual
social groups (Bourdieu, 1986)

Within working-class families there is an even smaller sub-division of ‘ambitious work-
ing class families’, in which approximately every seventh child is reared. The father is
usually skilled and has a working class occupation and the mother often has a secondary
school diploma. Their financial and material situation, like the family’s cultural environ-
ment, are average, but their social capital is rather undeveloped. Greater interest in school
results and the educational careers of their children is typical among these parents (often it
is the more educated mother who plays a positive role). The children themselves desire to
continue their studies because above all they expect education to be the source of greater
practical and financial reward in the future. This is expressed even in the quality of criteria
used in the selection of secondary schools, to which the majority of these children are ac-
cepted. A significant number of them continue to study even after graduation. Children
from this type of family usually surpass the educational level of their parents.

The ‘undeveloped middle-class family’ represents a smaller group (only about 7 % of
children) which cannot be assimilated into any other category in which the majority of
families are employees in lower or middle-level positions. The father usually has complet-
ed secondary school, the mother has either the same or a lower level of education. Their
financial and material level is below average, while their cultural environment slightly
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above average. Quite often these children do not grow up with both parents. There is little
interest in education on the part of the children and their parents, and the parents’ desire
that their child study at secondary school is not expressed with sufficient motivation or
with a clear aim or vision. The majority of these children are not satisfied in school and
often they do not consider academics to be their own choice; after an unsuccessful attempt
at acceptance to a particular school, they were forced to accept
a substitute solution. More than half of these children attend apprentice schools and do not
continue in their studies. It is a category of families with stifled ambitions resulting from
low aims and motivation.

Figure 2.4 University students according to parents’ education
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Nearly every sixth child comes from a ‘stagnant middle class family’. The father usually
works in a technical occupation and most often has a technical degree (less often from a
university), and in the majority of cases the mother has a secondary school education. The
material level of the family is rather good while the cultural orientation is less so. The
parents take interest in their children’s results and encourage them to continue with stud-
ies, especially with a practical focus. This is also illustrated by their children’s participa-
tion in practical extra-curricular activities (technical clubs, sports teams). Almost one-half
of these children graduate from secondary vocational school, one in five from gymnasium,
and about the same number continue at university or higher secondary school. This is the
type of stable family environment with all of the characteristic middle-class qualities,
which tend to reproduce themselves across generations.

Approximately 15 % of children come from ‘entrepreneurial families’, where the father
is self-employed and both parents have either a secondary school or university education.
Their rather high economic capital is accompanied by a number of useful acquaintances
and contacts. The cultural environment of the family is less developed (at home there is
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often a computer rather than a big library), providing only average care for the develop-
ment of their children. The selection of an educational track usually reflects the interests
of the children, but parents’ desires for a practical orientation are more important. These
children often specialize in secondary vocational and in some cases higher secondary
schools, while only a small number attend gymnasium and continue at a university (their
educational tracks are similar to those of children from ambitious working class families).
This is one example of how superior material conditions do not automatically produce a
higher educational level.

Box 2.6 Survey on attitudes to education among young people

The survey was conducted in the 1996/97 school year among 2000 students between
the ages 15-24, from which three-quarters made up the representative sample and
one-quarter a complementary sample, in which were over-represented students of pri-
vate, higher secondary schools and universities. In this survey, economic capital was
indicated by the subjective rating of the financial situation and living standard of the
family, ownership of house or apartment, and other material assets. Social capital was
indicated by the parents’ employment position and contacts for influential acquaint-
ances, ability to secure acceptance at university or good employment, and so on. Cul-
tural capital was indicated by the family’s orientation towards ethical and cultural
values, communication, and various characteristics of their life-style, including cultur-
al activity, relationships, and family life (Prisa and Prisovd, 1997).

The typological analysis of families started from a discriminant, factor and cluster
analyses. The discriminant analysis allowed for the elimination of unimportant varia-
bles (e.g. size of locality) and defined discriminating factors. The remaining variables
entered into analysis through thirteen ‘latent’ variables of family environment which
express the characterized tendencies in responses. These were then confronted with the
indicators of the children’s educational tracks. Finally, cluster analysis contributed to
the classification of respondents into individual clusters of family environment and the
children’s educational tracks. Labels assigned to different types of families are not
based only on the classification of its main earner, but on wider economic, social, cul-
tural, and educational characteristics of the family. It is not possible to consider these
groups as internally homogeneous, rather they express basic distinctions in family sit-
uations and their typical consequences for the educational track of a child.

Approximately one-seventh of children come from families of professionals. Their par-
ents are often employed in managerial positions and they have a university or secondary
school education. The material and financial situation of the family is stable and they also
have very high social and cultural capital. These parents want their children to have a
complete education, which is reflected in their support for their children’s academic en-
deavors. The children themselves have a sincere interest in academics and participate in
different extra-curricular and cultural activities. The majority at schools which meet their
own desire and are the schools to which they had initially applied. Because their choice
was based upon the level and reputation of the school, they are not in search of an easier
route. Quite often they complete university. The educational track of these families is for
the majority considered to be the successful outcome of their starting conditions.
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This typology confirms the considerable influence of the family on a child’s educational
track, and shows the existence of quite sharp social differences. For example, the differ-
ence between the likelihood that a child from a family of ‘professionals’ will study at uni-
versity is twenty times greater than would a child from a ‘stagnant working class family’.
One exception to this rule is the sub-group of working class families which we labeled
ambitious, in which children do not simply reproduce their parents’ lower level of educa-
tion.

The comparison with other EU countries shown in Figure 2.5 also reveals that educa-
tional inequalities are by far the greatest in the Czech Republic (coefficient of variation in
the Czech Republic is 0.90 compared with the EU average 0.59). The chances of qualify-
ing to study at university and the high selectivity of the system has contributed to this situ-
ation. In the Czech Republic only 4 % of children from families in which the principle
wage earner did not graduate from secondary school get an opportunity to study at univer-
sity. At the same time, however, 39 % of children from university-educated families will
study at university. This is why the difference in the inequality to attend university be-
tween these two social groups is by far the highest among the observed countries.

Figure 2.5 Inequalities in access to university education
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In contrast to the Czech Republic, where after the post-revolution equalization of ine-
quality in educational opportunity in the 1950s educational inequalities began to grow
again, advanced countries during the same period took significant steps towards the im-
plementation of policies equalizing access to education. Educational systems underwent
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structural and curricular reforms, which enabled the near complete integration of young
people into secondary school studies and significantly expanded access to university edu-
cation. Yet despite these improvements, relative inequalities in educational access were
only reduced to a limited degree. Advanced nations progressed towards more equal access
to higher education in terms of the overall expansion of educational opportunities, rather
than in the significant reduction of unequal relative chances to acquire higher education.
To a certain degree in all advanced countries, traditional models of inequalities in educa-
tional opportunities for children of different social backgrounds have persisted. Moreover,
since the 1980s in some countries there has been a renewed trend towards growth in edu-
cational inequalities (OECD, 1997).

At the beginning we demonstrated how higher education opens the way to higher levels
of human capital, which greatly increases the chances of economic success. Yet there is
still one important aspect. Analyses show that differences in the human capital of family
background has a strong effect on the chances of children to attain higher education. On
the basis of comparison it is thus necessary to bring attention to the fact that university
students in the Czech Republic, in comparison with EU countries, are recruited more fre-
quently from the educated sections of the population. This strong selection in terms of
access to university education has resulted in fierce competition, in which children from
less-educated families often fail. As a result, the university system has become more ex-
clusive rather than more accessible, thus losing its ability to reduce social inequalities and
providing a world of information to a greater number of people.

Inequalities in access to university education, given the discordance between the large
demand for university education and limited opportunities, are rooted in the inequalities
which are formed or reproduced in the lower levels of education. Analyses show that the
Czech school system has the tendency to reproduce and increase inequalities stemming
from families rather than reduce and overcome them (Koucky, 1998). This is caused not
only by the character of selection and admittance procedures at upper levels of schools,
but by the overall structure of the school system and the nature of its individual sectors
and institutions. The application and hidden content of training and education and other
processes which take place in schools and the governing climate all contribute to this.

The sources of inequalities in access to university education may be compared using the
international database of the TIMSS project. It shows that already among 13 year-old
Czech students, differences in test results to a basic degree reflect the difference in their
parents’ education, which explains 38 % of their variation. In Western countries, these
values range between 20-30 % (the lowest in Denmark and Norway with 16-17 %, the
highest in Australia with 31 %), while the average among OECD countries is 27 % and in
EU countries 24 %. Although Czech elementary schools have remained very unified and
internally undifferentiated, they diminish parental influence on the cognitive capacities of
children less than elsewhere. The persisting one-sided (transmissive, academic, scientific,
encyclopedic) orientation of Czech elementary schools tends to favor children from edu-
cated backgrounds and with higher cultural capital.

Secondary schools also contribute to the reproduction of inequalities. It is natural that
educated parents want to provide their children with higher education and thus a better
start in life. If parents can effectively influence the selection process, it may result in very
specific social educational tracks. Rapidly growing eight-year gymnasiums are likely to
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play this role. The parents of approximately a tenth of children who are already in their
eleventh year can be sure that their children will attend a school which emphasizes a
‘dominant culture’ of their own, which significantly contributes to the success in competi-
tive acceptance into higher (university) education and life-success in general. It is not sur-
prising then that the educational background of families of students attending an eight-
year gymnasium is very much different than that of elementary school students in the same
age group (Prtsa and PriSova, 1997)

The situation is not improving at other secondary schools either. In comparison with
other countries, the overall differences in testing success, which can be explained by fami-
ly background (education of parents), has been increasing in the Czech Republic. While in
other countries the proportion of parental influence is an average of 37 % and in EU coun-
tries 34 %. In the Czech Republic it reached 53 % (in percent of explained variance),
while students from university-educated parents were more than 25 % above the scores of
students from less educated families (parents without diplomas). Socially determined ine-
qualities in the test results of secondary school students in mathematics and natural sci-
ences in the Czech Republic are by far the highest among the observed countries. Behind
the Czech Republic is the USA, the country with the greatest social inequalities, followed
by Germany, Australia, Hungary, Switzerland, and other countries.

Undoubtedly one of the causes of this situation is the nature of the secondary school
system which ties social background with the type of attended school too strongly along
with the quality of preparation for potential attendance at university. Nearly all differences
in the overall results of Czech secondary school students may be explained by differences
between the results of students at specific types of secondary schools, as the performance
of students from different types of schools for the most part do not overlap. In comparison
with Western countries, the Czech system is very selective in streaming students into three
types of secondary of schools; this selectivity is closely related to social background (par-
ents’ education). The greater the selectivity, the greater are the inequalities which can be
explained by parents’ education (the coefficient correlation here reaches the value 0.67).
Proof of this can be seen in the association between selectivity and the overall effect of a
school on the cognitive capacities of students (Koucky, 1998): the greater the selectivity
in the secondary school system, the lower the overall contribution of a school to the
knowledge and abilities achieved during secondary school attendance (the coefficient cor-
relation here reaches -0.71).

All of this shows that in comparison with advanced countries, higher education in the
Czech Republic is too great of a scarce commodity, and thus certain groups in the popula-
tion attempt to monopolize access to it. The education of parents and the family’s cultural
capital are certainly legitimate tools for the increase of educational chances. The natural
attempt by educated parents to provide their children with at least the same education as
they had themselves should be accompanied by a growth in educational opportunities
which also allows children from less-educated parents to study. This is the principle of
upward educational mobility which is characteristic for advanced countries. All of the data
suggests that, in the Czech Republic, the line at where the effects of parental origin lead to
the closing of the system has already been crossed.
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2.5 Conclusion

The growth of inequalities connected with the transition to market economy and the grad-
ual overcoming of egalitarianism has led to the strengthening of associations between ed-
ucation, occupation, and earnings. In the Czech Republic, this has also been increasingly
accompanied by the opinion that the attainment of higher education is becoming a tool for
success in life, which applies especially to university education. The number of questions
remain; whether or not the increasing importance of education for life success of an indi-
vidual and meeting a country’s goals enhance competitiveness in an increasingly global-
ized market? And does it reflect the direction in which the Czech school system is moving
and how the availability for educational opportunities is transforming?

A number of indicators show that since 1989 there have been significant changes in the
number of students and schools in the Czech Republic. We have shown that the number of
students at apprentice schools has declined, while in contrast the number of students at
vocational secondary schools has grown rapidly. The number of students at general sec-
ondary schools has, however, stagnated, which has contributed to the depth of the already
unfavorable proportions of vocational and general education. Although both the number
of students at universities, and the number of the schools themselves has increased, partic-
ipation in higher education is still quite low in international comparison. In addition, in
comparison with advanced countries the participation of older students in education
and/or post-graduate studies has also been stagnant. Thus, it is no surprise that the Czech
Republic is still far behind in the proportion of people with higher education in the active
population. It is also important that in the Czech Republic attitudes towards mass higher
education have remained reserved if not dismissive. A number of people assume that an
increase in the number of students above a certain amount would inevitably lead to a drop
in the quality of available education and schools. However, data from surveys does not
provide much evidence for this hypothesis.

Data on state expenditures on education also reflect the rather slow rate of change. The
share of spending on schools financed from public resources rose from about 4 % of GDP
in 1989 to under 6 % in 1996 which, while surpassing the OECD average, has clearly not
been sufficient for the increasing pace of changes in the structure of education. Not even
the average public spending per student suggests that the development of education repre-
sents a priority of the Czech government. Comparison of growth in the number of students
and the rise in expenditure on schools brings to light an explicit contradiction; at universi-
ties which have experienced the fastest increase in students, public spending has increased
at the slowest rate. This means that the expansion of secondary school education has oc-
curred at the expense of universities.

In the debate over whether or not the quality of education in the Czech Republic is low
or high, available data do not confirm any of the radical positions. It certainly does not
appear that the quality of education in the Czech Republic is somehow threatened by the
increasing number of students per instructor, nor does the evaluation of individual schools
or departments offer any unambiguous conclusions. Several prestigious international stud-
ies suggest, however, that the focus on an encyclopedic approach in the Czech system
stifles independent thinking, which is generally expressed in the rather passive approach
to information and in the emphasis on memorizing in university studies.
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The long period of slow transformation in the Czech educational structure is also re-
sponsible for the rather less favorable development of educational inequalities. Generally,
it is possible to argue that while advanced Western countries in the past decades have tak-
en important steps towards the creation of greater social equality in access to education, or
at least made attempts to prevent the increase of further inequalities, development in the
Czech Republic has moved in the opposite direction. From the mid-1970s, when various
‘quota systems’ (aiming to support a higher number of children of working-class origin at
secondary schools and universities) evaporated, social inequalities in access to higher ed-
ucation increased. During this very limited growth in educational possibilities, no other
type of development was possible. At this time there is no conclusive evidence that this
trend has stopped. The persistence of fierce competition, especially in access to university
education, has meant that children from less-educated families lose the battle. The univer-
sity system has continued to close and its ability to diminish social inequalities and to
open the world of information to a greater number of young people.

If higher education is to become, after decades of stagnation, once again a decisive tool
for success in life and a condition for participation in the information world, it would
seem logical that interest will increase among all social groups. Yet everything points to
the fact that the natural drive among groups of educated parents to provide their children
with an education at least to the same level as they had, is one cause of the closing of the
system to children from less-educated parents. In place of the principle of intergene-
rational educational ascent (upward mobility), which has been a long-term trend in ad-
vanced countries, for several decades in the Czech Republic the principle of intergene-
rational educational decline (downward mobility) has been dominant. This tendency is
neither desirable nor one which we can afford to overlook. Its long-term consequences are
not only economic (above all, limited skills and flexibility of the labor force), but also
socio-political (disrupted social integration and cohesion) and cultural (decline in the cul-
tural dimension of life-style).
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3 Capitalist renewal: privatization and
business

In 1990, after nearly four decades of a state-directed economy, the road to private proper-
ty and free enterprise was opened once again. The state rapidly abandoned the economic
field, which was expected to be revitalized through private initiative. The two-fold process
— privatization of the existing production capacities and capitalization of private initiative
— should have been more or less simultaneous and provided new momentum for economic
growth. The actual calibration of these processes was, however, debatable. If the first pro-
cess has been at least formally achieved rather quickly, the second one occurred relatively
slowly and only in certain sections of the economy. In addition, while privatization be-
came the focus of the attention and efforts of governmental expert teams, de novo compa-
nies were to a large extent left to follow their own course, and instead of assistance often
encountered barriers.

‘A capitalist revolution’, brought about with an open route to free enterprise and in
which entrepreneurs are to be the major players in the reinstitution of a market economy,
cannot occur on its own. It must be accompanied by an ‘information revolution’, which
opens the doors to technological and organizational innovation and makes possible the
ascent of skilled and highly motivated individuals. The simultaneous development of a
‘service society’ is another important process; by eliminating the ‘Marxist privileges’ of
the manufacturing sector, services have to help to adjust the obsolete economic structure,
increasing the share of the tertiary and quaternary sectors. From a sociological point of
view, these three processes bring the middle class back to the center-stage. Regarding the
present situation and the future development of the middle classes, the fact remains that
their expansion has been thus far insufficient for market processes to become firmly an-
chored in Czech society. While privatization and private business are rather well de-
scribed in macroeconomic indicators, there has been far less microeconomic and sociolog-
ical research on this topic. Our aim here is to bring together the most varied data and in-
formation available. Within given limits, we focus on various aspects of this complex and
still continuing process. Our intention is to observe the behavior of the population during
the voucher privatization and in the new enterprises. It is important to what extent privati-
zation has been accepted and the assessment of how it has evolved. We then consider the
development of the managerial and entrepreneurial classes. Finally, we must attempt to
illustrate differing attitudes towards work and employment among employees from vari-
ous sectors of company ownership, to underline the important role of motivation, and to
point out the tension between the public and private sectors.
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3.1 Privatization process and the participation of citizens

Changes in the regime made possible the beginning of the de-nationalization of the entire
economy. The privatization of production included in principle the ‘small privatization’ of
shops, businesses premises, and the ‘large privatization’ of state enterprises. The Czecho-
slovak privatization process was unique in that it allowed for the restitution of property to
former owners or their heirs. This was carried out despite initial reluctance among some of
the authors of the economic reform, who initially feared potential complications involving
unending legal disputes, which would slow down the entire privatization process. As a
result of public pressure, the government began the restitution process and set the year
1955 as the historical boundary for small firms and 1948 for larger enterprises.

The most striking form of the ownership transformation was voucher privatization
which began in 1992. Its aim was to attain the final stage of collective ownership; the ‘so-
cialist’, and thus completely imaginary share of each citizen in the nation’s property would
be realized in the form of ‘capitalist’ equal opportunity through voucher privatization. As
Pavel Mertlik argues, behind the formal rules of equal opportunity associated with vouch-
er privatization, there was a hidden assumption that only the social elite with its
knowledge of the market and capacity for rational decision-making could be successful.
‘In this way the social order will quickly and safely return from the dangerous and de-
forming communist experiment to something like Hayek’s spontaneous order, in other
words to the natural state where the best are also the richest and vice versa’ (Mertlik,
1995:325).

Whether or not such an assumption was behind the chosen method of privatization, it
turned out to be pure fiction. Voucher privatization has undoubtedly shaken up the struc-
tures of ownership, but has remained far from achieving the desired state. It may be ar-
gued that in a way it merely transformed the previous mode of ownership into another
form. Even during the socialist period, property was not equally owned; only the managers
of state property made any profit from it and those who managed to steal. Those most suc-
cessful in privatization were those individuals who, thanks to their ‘revolutionary ethics’
did not hesitate to capitalize upon legal loopholes and were able to profit by avoiding the
entanglement of ownership rights. Surely it was important for an individual to have the
ability to make rational decisions was also important, but it not the kind of decisions
where a common good arises from the selfishness of an individual, to quote Adam Smith’s
metaphor about the ‘invisible hand of market’.

In the privatization procedure itself, statistics show that 72 % of the voucher points in
the first wave of privatization and 64 % in the second were invested through Investment
Privatization Funds (IPF) (Kotrba, 1995). Our own research has also shown that only
a minority of the population invested in both privatization waves. People were quick to
waive the right to make their own decisions, due to either a subjective feeling of ineptness
or to the objective lack of information. It is therefore no surprise that the decision to invest
through IPF was in negative correlation with the level of education; the higher the educa-
tional level the greater was the willingness to take an ‘investment risk’ and to act inde-
pendently. For example, 39 % of university-educated people in the first wave of privatiza-
tion and 54 % in the second rejected the role of IPFs as intermediaries (EEA, January
1996).
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Table 3.1 Participation in privatization and subsequent behavior (%6)

Answers 1st wave 2nd wave Shares sold
Points passed to IPF:

No 27.5 38.7 52.8
Less than half 3.3 44 7.1
About half 9.5 8.3 16.2
More than half 2.9 2.8 4.7
All 56.8 45.8 19.3
Total 100.0 100.0 100.0
‘No’ responses by education:

Elementary 13.0 15.8 37.3
Vocational 19.3 26.3 44.4
Secondary 27.1 41.0 51.2
Tertiary 38.7 53.6 60.7
Total 27.5 38.7 52.8

Source: EEA, January 1996.

The decision to invest either directly in company shares or indirectly through shares in
investment funds is only weakly related to the subsequent decision to sell or hold onto
them (Table 3.1). Many people who had themselves selected shares in companies sold
them off rather quickly. Although educational level had a certain impact upon the usage of
investment vouchers (higher than any other personal characteristic), it certainly did not
play a decisive role. Nor may we go so far as to assume that possession of shares is some
kind of proof of a feeling of ownership responsibility. The information about the obscure
transfers of property shares and lack of protection of minority shareholders could hardly
have left anyone with the illusion that small shareholders might have any influence over
the management or the future of a large enterprise.

However, thanks to voucher privatization, for a short time Czechs occupied the top po-
sition in the number of shareholders per inhabitant worldwide. Because most people real-
istically understood vouchers as a means to improve their standard of living rather than as
a means to participate in decision-making, the percentage of households holding shares
has continued to fall. According to the EEA survey, at the beginning of 1996 it was still
70 %, while in 1998 it was already only just above one-half (Table 3.2). A further drop
can be expected as a result of the decline in the prices of property shares and forced sales
which accompany the process of property concentration in connection with an objective
assessment of the actual value of the unstructured big state firms. As Amitai Etzioni
(1991) summarized the reform experience, a large portion of capital inherited from Com-
munism proved to be worthless with the arrival of the moment of truth, i.e. when this
property had to be sold to a real investor.

While the official voucher privatization program consisted of only two waves, the crea-
tivity of the capital market together with the media raised the number to four. In the ‘third
privatization wave’, which began in 1995, the remaining shares still owned by small
shareholders were bought by banks and the IPFs, as were transfers between individuals by
consolidated institutional investors, with the aim of optimizing their portfolios. While at
the beginning it was still possible to acquire a controlling stake in a company fairly cheap-
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ly, since then the prices have risen due to speculation, which subsequently increased the
internal debt of companies. The ‘fourth wave’, which is still the source of hopeful expec-
tations, should bring about more bankruptcies, a clearing of debts, and above all the ap-
pearance of truly interested owners, mainly from abroad. The expected structural changes
and modernization should subsequently increase the efficiency of the economy, however
at the expense of price increases and higher unemployment.

Table 3.2 Ownership of shares and bonds (%)

Kind of assets 1996 1997 1998
Shares of firms 43.6 39.3 30.0
Shares of IPFs 49.1 47.4 36.6
State bonds 3.0 19 9.8
Private bonds 11 1.6 0.8
Respondents with:

no ownership 30.1 35.6 47.2
one item 447 41.6 31.7
two or more items 25.2 22.8 21.1
Total 100.0 100.0 100.0

Source: EEA, January 1996, January 1997 and April 1998.

Let us turn to the actual balance of voucher privatization as seen by the population and
ask which type of individual ‘investors’ were successful. Here we must rely on a subjec-
tive assessment by the people, since the actual income derived from voucher sales cannot
be measured with any degree of accuracy. Moreover, people tend to be rather uncommu-
nicative on this topic. As far as the overall evaluation of privatization is concerned, the
individual point of view is even more important than the objective one, due to the fact that
people measure their gains by comparing them to the investment and the expectations
fuelled by leading economists and politicians. Personal income position is equally im-
portant because it determines the relationship within the framework of which the profit
from these irregular resources is assessed. This is based upon a question that has been
included in the EEA surveys since January 1996 ‘Would you agree that overall you gained
from voucher privatization?’ (Table 3.3).

Table 3.3 Perception of gains from voucher privatization and preference of go-
verning coalition parties (%)

Gain in privatization Preference of coalition

1996 1997 1998 1996 1997 1998
Certainly yes 21.6 15.0 12.2 56.1 70.0 53.3
Rather yes 37.6 31.2 32.7 49.1 50.1 44.1
Rather no 21.1 225 21.8 38.7 42.7 37.2
Certainly no 19.8 31.3 33.3 31.8 27.4 26.5
Total (average) 100.0 100.0 100.0 45.2 44.3 37.9

Source: EEA, January 1996, January 1997 and April 1998.
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Box 3.1 An inside look at privatization

A qualitative analysis of large-scale privatization based on ‘participant observation,’
was conducted by economist Jiri Havel. In place of formal ownership, where only the
type of institution is examined, his focus is on actual ownership, where the question is
who if anyone at all exercises ownership rights. This position is based on the fact that
in a command economy companies were practically in the hands of management,
which survived the anarchistic period up until mid-1993, in order to prepare their
own privatization projects (which had ‘many of the qualities of the well-known mas-
querade of communist planning’). He states that ‘in the highly demanding administra-
tive process, there was no time to address question quality or economic efficiency’. By
providing management, one succeeded to avoid formal errors and only moral scruples
and public opinion would stand in the way of exercising anti-ownership behavior. As
for the transfer of company assets into private hands, management had gained im-
portant experience in the previous regime, although the former methods were required
to be less visible due to strict control. ‘After November 1989, asset transfer activities
met with unexpected opportunities’ due to legal problems for the management in sepa-
rating various activities from the company and running them as part of a private busi-
ness. The original firm had thus become the basis for the ‘conglomerate of the resident
and non-resident management’, which facilitated the transfer of revenues from the
‘parent company’ to private firms. Especially profitable was the combination of vari-
ous privatization methods, because it led to a situation ‘where the absolute fragmenta-
tion of owners guaranteed a key position to management’ (Havel, 1997).

The answers collected for the first time at the beginning of 1996 clearly lean towards
a positive assessment, especially among the more educated public. The feeling of personal
gain from privatization, however, has over time been slowly dissipating, both in absolute
figures (due to disappearing yields), or in relative terms (according to personal assessment
as compared with stories of the fabulous privatization gains of some people). In January
1996 about 60 % were satisfied with their revenue from voucher privatization, by 1998
this had dropped to a mere 45 %. In January 1996 still 30 % of those surveyed had re-
sponded that during the last year, they had earned some income from these financial oper-
ations, in January 1997 this figure was down to 22%, and in April 1998 to
a mere 17 % (EEA). Households were not asked about the actual amount, but we know
from household budgets that the indicated income source has shown great variations rang-
ing from several to thousands of CZK.

Basic characteristics of individuals say little about who was involved with voucher pri-
vatization and what kind of success they had. We have focused on the role education,
which seems to be the most important factor in this respect. This is followed by household
income, even though its impact is less pronounced. It seems that it is in keeping with the
well-known ‘rule of St. Matthew’ that more was given to those who already had it before.
On the other hand, it is interesting to consider which factors had only a marginal impact or
no impact at all. Among them is age and the size of locality. Middle-aged people were the
most active in this respect, but variations from other age groups were very small. Similar-
ly, one would assume that the ‘stock exchange game’ would be largely a city affair, but
the results did not clearly support this assumption.
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Figure 3.1 Perceived gains from voucher privatization among supporters of main
political parties
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Source: EEA, January 1996 and April 1998.

The main differences in an individual’s success in voucher privatization lay in the per-
sonal characteristics, which are difficult to detect through conventional surveys. These
were ‘social capital’ (the network of acquaintances which provide important information
and convenient opportunities) and business instinct (which however often emerge only in
a certain informational and social environment). Here we must stress that the less behavior
is regulated by the state and the more open a society is, the more often sociological mod-
els based on the assumption of collective, i.e. class- or strata-specific behavior are likely
to fail. This applies more than ever during periods of social turbulence. At the same time
with increased amounts of money and wealth the accessibility of data concerning its size
and owners diminishes.

Voucher privatization was indeed not only an economic operation but to a certain extent
also a political act. Vouchers were a kind of election ballot for the chosen transformation
strategy and a symbol of its economic returns in the future. The important role of privati-
zation in the general market climate is unquestionable, reaching its peak in 1992, as our
surveys show. Satisfaction with privatization progressively increases from the left side of
the political spectrum to the right. The only exception was the Republican party located in
this respect close to the Communists. The association between privatization gains and
political preference was not unequivocal; in January 1996, 14 % of KSCM sympathizers
were still convinced that they had gained through privatization, while in contrast the same
percentage of ODS supporters had the feeling that they had suffered losses (Figure 3.1).

If those who profited from privatization and support right-wing parties are mainly well-
educated people, are we not speaking about the same people? Was the feeling of satisfac-
tion from privatization really an independently functioning factor for the support of right-
wing parties? The analysis, in which a wide set of variables was included, shows unequiv-
ocally that such a feeling was not only important but was also an independent factor of
political behavior. If we consider the personal characteristics, which play the most im-
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portant role in the electoral choice of either the coalition or opposition parties, first place
belongs to greater wealth, followed by younger age and higher education. Higher income
follows closely after and then the above-mentioned perception of profit from privatization.
Ceteris paribus, the answer ‘certainly yes’ added 6 % of votes to the coalition, whereas
the answer ‘certainly not’ lost 7 % of votes (EEA, January 1996).

Box 3.2 Privatization and political attitudes

Using the EEA survey research from January 1996, John Earle (Stanford University
and Central European University, Budapest) analyzed the impact of various privatiza-
tion methods on three areas of attitudes : 1. retrospective and prospective assessment
of economic reforms; 2. opinions about economic policies and the role of the state in
the economy; 3. conviction about the legitimacy of reforms and democratic values.
Multivariate analysis discovered that the participation in restitution, voucher privati-
zation, and the ownership of shares (in contrast to their early sale) were all important
indications of ‘pro-reform’ attitudes. Whether or not the beneficiaries of restitution
and the winners in voucher privatization were more likely to evaluate the reform posi-
tively, they have a more positive outlook for the future, object against state interven-
tion in the economy, prefer democratic values, and vote for the right-wing coalition.
From the standpoint of gaining political support for reforms, the choice of privatiza-
tion methods was thus favorable (Earle, Gehlbach, Sakova and Vecernik, 1997).

However, success in voucher privatization represents an important and independent axis
of “capitalist affiliation’ among people in yet another sense. It has little or no association
with the characteristics of respondents as self-employment, employment in the private
sector, or a perspective of a professional career. Thus, success on the financial market is
basically unrelated to activity in business or on the labor market. Such activity was influ-
ential in the same direction but remained independent. However, neither is the opposite
true, that individuals who were successful in privatization would necessarily be less active
in business or in the labor market — i.e. only very few such ‘pure speculators’ were docu-
mented in this survey, due to the small representation of this group within the entire popu-
lation.

The association of political orientation to shareholding is much weaker than it is to suc-
cess in privatization. It is possible to assume that people who consider shares as
a permanent or long-term component of their wealth are likely to be rightwing oriented.
On the other hand, those for whom shares were liquid cash, which was used as a quick
remedy in times of price scare are on the left. This is accurate, however the association is
more tenuous than in the previous case; for example, at the beginning of 1996, only 14 %
of ODS supporters declared that they had already sold all of their shares, in contrast with
37 % of communist voters. This difference has been declining since the beginning of
1998, when already 40 % of ODS sympathizers had sold their shares, as had 60 % of
KSCM voters.
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At the same time, the fact that participation in privatization represented a relatively au-
tonomous type of behavior and attitude among people might also mean that it may be re-
membered as little more than one episode in the transition process. If this is to be the case,
it will not have met the expectations of its designers, who intended privatization to be-
come a ‘school of capitalist behavior’, teaching responsibility towards property. In many
ways, large privatization could only strengthen the already ingrained predatory attitude
towards property, a product of the ambivalence between ‘state’ property (defended by
draconian laws) and ‘people’s’ property (where it was basically an unwritten rule to steal
whenever possible). The concept of property as a permanent asset, which is bound to the
owner’s care, improvement and, reproduction, was evidently not renewed by the voucher
privatization process.

3.2 Beliefs about privatization and its evaluation

The privatization process was in principle administrative, and no account has been taken
of the final economic effect of property distribution or social profile of the new owners.
The chosen privatization method tacitly relied on the assumption that by the moment of
the distribution of ownership rights, conditions for the gradual allocation of property to
the responsible owners would have been created. Thus speed was considered to be the
most important parameter of success, necessary for ‘jumping the chasm in one leap’ (Jef-
frey D. Sachs) and also to minimize the chances for illegal transfers of property during the
brief period of anarchy. We can only speculate as to what extent the chosen method was
based upon; an open and sincere reliance on essentially blind economic laws (in this case
especially the so-called Coase theorem), and to what extent the tacit transfer of state prop-
erty into the hands of its previous direct or indirect managers had been expected.

While from an official and rather formal perspective, one of the basic merits of the im-
plemented transfer of ownership rights was considered to be speed. From an economic
perspective, which takes into consideration the necessity of finding regular and responsi-
ble owners, the achieved results give reason for some doubt. New owners were indeed
found, but in most cases they were not the final ones who would assume the full, long-
term responsibility for the operation and development of the companies and firms. The
question arises as to whether these first owners, many of whom were interested only in
making an instant profit, will leave the company with sufficient capital for eventual devel-
opment by a serious investor. Even more pressing is whether such entrepreneurs can grow
and prosper in the environment created by privatization opportunities which favor short-
sightedness and predatory behavior.

It may be argued that the transfer of ownership from state to specific owners got out of
the hands of the privatization plan authors. The privatization process in its later stage
merely transferred a significant part of the once atomized ownership rights into the hands
of investment funds. Small shareholders have thus gone from being passive co-owners of
companies to even more passive shareholders in these firms, if they did not waive their
ownership rights altogether. At present, investment funds are not concerned with the exer-
cise of their ownership rights, nor the aim of restructuring companies, nor increasing their
efficiency. For this reason, company managers can not only ignore small shareholders, but
can even avoid control by the larger shareholders, who tend to focus more on capital mar-
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ket operations. For these and other reasons, the outcomes of large privatization have in-
creasingly become the subject of criticism even though these outcomes are, as the authors
of privatization stress ever more frequently, only preliminary.

Box 3.3 Comparison of the efficiency of domestic and foreign companies

The success of large privatization will only become possible to evaluate after
a greater period of time has elapsed, and according to the overall change in the per-
formance of companies. However, economists Alena Zemplinerova and Viadimir
Benacek have already conducted a valuable analysis of 8,118 firms monitored in the
database of the CSO (Czech Statistical Office), which were divided into domestic com-
panies and those under foreign control. The comparison has shown that domestic
manufacturing companies have achieved only 64 % of the productivity level of compa-
nies with foreign investment, and in some industrial branches as low as one-half, and
in the automobile industry only one-third. The introduction of improved labor organi-
zation by the new management alone helped to improve the performance of companies
by one-quarter. Foreign investors do not rely on cheap labor but rather on qualifica-
tions and abilities. Faster structural changes are visible in the newer and more expen-
sive technology, which has resulted in nearly double the level of write-offs than in do-
mestic companies. Moreover, firms with foreign investment are much more oriented
towards exporting — on average 40% (75% in some areas) compared with 25 %
among domestic companies. Foreign companies tend to emphasize long-term objec-
tives, including a high rate of re-investment of profit and a stress on a qualified labor
force (Zemplinerovd and Bendcek, 1997). It is evident that a higher participation of
foreign investors could have not only directly benefited the efficiency and the competi-
tiveness of Czech manufacturing industry, but could have indirectly contributed to the
establishment of a healthy business climate.

Although the official doctrine of the reform has been a ‘market without adjectives’, its
implementation in the post-communist context brought about a situation where adjectives
are abound. This has resulted from an ambiguous form of cross-ownership where the state
is not directly represented yet is an important shareholder in large banks which in turn,
control the most important investment funds and companies themselves. In this context,
Lubomir MlI¢och has spoken of ‘state capitalism’ or, following David Stark (1992), of a
‘recombined ownership’ characterized by a rediscovered structural hierarchy (Mlcoch,
1997:110). The term ‘bank socialism’ is also used in the same context, which can only be
prevented with the privatization of the five banking giants. The continuity of the manag-
ers’ rule and their extraordinary power within this tangled web of ownership, together with
the state’s resignation from the operation of formally continuing ownership rights, is accu-
rately captured in the term ‘managerial capitalism’ coined by Eyal at al. (1998).

Concerning the attitudes of the population, surveys show that privatization in its early
stages was widely welcomed by Czech citizens. At the beginning of 1990, 60 % of re-
spondents more or less agreed with the statement that large state firms must be trans-
formed into joint-stock companies or private firms, and 55 % agreed that the activity of
foreign companies should not be regulated (EEA, May 1990).
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However, the population has gradually become aware of the hidden discrepancy be-
tween the formal and substantial aspects of privatization and has consequently altered its
uncritical view of it. The intensity of the initial approval decreased over time, as shown by
the decreasing share of responses supporting unregulated freedom for foreign companies,
which by April 1997 had sunk to 30 % (Figures 3.2 and 3.3).

Figure 3.2 All state companies should be privatized
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Admittedly, the downward trend in liberal attitudes is to a certain extent misleading. In
relation to other attitudes it shows that shortly after 1989 people accepted market free-
doms without serious thought, because at the same time they were in favor of strong state
involvement in the economy, and continuity of generous social protection. The above-
mentioned trend signals the remaining self-conscious and informed acceptance, in contrast
with the spontaneous acceptance voiced in the initial stages of privatization euphoria. We
can only hope that liberal euphoria will not be replaced by an equally uncritical ‘etatist’ or
socialist one, as indicated by the growing nostalgia for the communist regime and its so-
cial security. Its core supporters are people who had been advantaged by the egalitarian
system and were provided with social security. Regardless, an unwitting embellishment of
the past has been a persistent feature of humankind since the most ancient times, and
therefore cannot be considered an unusual feature (Sauvy, 1965).

Even before it began, there was a great deal of interest among people in voucher privat-
ization itself. Nonetheless, at the beginning there were more people who claimed to under-
stand the voucher privatization principle (44 %) than those who since its outset had been
interested only in the purchase of the vouchers (35 %) (EEA, November 1990).
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Percentages of both groups of respondents increased somewhat before the start of the
first wave of privatization in May 1992, when already 57 % of respondents had stated that
they understood its principle and one-half said they planned take part in it. More than half
of the population shared the opinion that vouchers were the correct method for the redis-
tribution of national property. Support for this method rose with the education level of the
respondent and with the inclination towards the political right (EEA, December 1991).

Figure 3.3 Unlimited freedom for foreign firms
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However, the turning point in the course of voucher privatization came with the aggres-
sive campaign of the Harvard Investment and Consulting Funds. Their founder Viktor
Kozeny was the first to wage a bet on the popular understanding of privatization vouchers
as a potential for liquid cash and to guarantee to buy back the coupons within one year for
a tenfold of the initial investment. Ordinary participants in privatization were thus attract-
ed more by the expectation of making a quick profit than the idea of joint ownership and
shared responsibility. For this reason, people gave a considerably larger share of their
vouchers to privatization investment funds than had generally been expected and more
than what they themselves had initially intended. Still, by the end of 1991 roughly one half
of those intending to take part in voucher privatization had decided to invest directly in
companies (EEA, December 1991).

In keeping with the publicly proclaimed postulate of economic transformation, the peo-
ple also agreed with the opinion that speed was of crucial importance. Not only did they
agree that ‘economic changes must be implemented as quickly as possible’, but they also
partially accepted the idea that the ‘privatization should continue even at the risk that
property may end up in the wrong hands’, even at the cost of a temporary drop in living
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standard. This is witnessed in the widely propagated belief by ODS that the transformation
would be fast and that its specific ‘Czech way’ would not be threatened by any serious
risks. The gradual sobering of the population resulted in a decline in the above-mentioned
tolerance in both cases. Between the middle of 1992 and the end of 1993, the percentage
of respondents who agreed that privatization should continue at any cost fell from 28 % to
18 %.

In contrast to the somewhat hesitant and fluctuating acceptance of voucher privatization,
restitution was applauded by the general public from the very beginning, earning 77 %
support of the Czech population (only 63 % in Slovakia). It is difficult to ascertain from
our data which section of the population was in fact opposed to restitution, apart from
those who remained committed to Communism, because we were unable to find any statis-
tically significant relationship between attitudes towards restitution and relevant socio-
economic characteristics of the population. Nonetheless, the opinion that restitution was
limited in scope and was insufficiently effective was rather widespread; only one-tenth of
respondents considered this solution as satisfactory and overall only one-half of the popu-
lation was without criticism (EEA, December 1990).

Although the bulk privatization of state property is an exceptional event, its final eval-
uation is part of the overall awareness of the legitimacy of acquired wealth, which has a
much wider set of associations. If the general sentiment is that it is not possible to acquire
wealth honestly, we must then raise two questions. Is it a new phenomenon, which has
been caused by the ‘tunneling’ of banks, investment funds and companies? If so, are we in
this respect exceptional, i.e. is it a Czech national mentality or perhaps the consequence of
the chosen method of privatization? Or, on the contrary, is it just an expression of a gen-
erally deeply rooted conviction that ‘capitalist ownership is theft’, as P.J. Proudhon once
asserted?

Figure 3.4 Are people attaining wealth today by unfair means?
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Source: EEA.

Privatization must certainly be viewed critically, and we would expect to find in survey
responses certain sensitivity in the public with regard to the frequent scandals that have
arisen in the recent period. Strangely enough this was not the case. The belief in the Czech
Republic that the paths leading to property are generally dishonest is not new. We can
hardly make a comparison with the pre-1989 period to the middle of 1991, when such a
question first appeared in a public survey. Since then, the responses have steadily in-
creased up to the point when a third of those surveyed responded ‘certainly yes’ and an-
other half ‘rather yes’ (Figure 3.4). This dangerous lack of respect for the institution of
private property did not diminish even during the 1992 elections, when public opinion had
been more open towards liberalism, but neither did it increase during the 1996 elections,
which were carried out in the spotlight of the re-opening of social security.

Box 3.4 ‘The veiled vision of transition’

Lubomir Micoch uses the concept of ‘path dependency’, developed by David Stark,
and shares his belief that it is not possible to free oneself quickly from the heritage of
the past. He does not criticize privatization as a whole, but rather only the theory
which led to the creation of the ‘quasi-private recombined ownership’. The conditions
in this sector led to the unfortunate state of the capital market, which does not guaran-
tee the protection of the ownership rights of shareholders and thus discourages in-
vestment. The system does not mobilize people to save, because it cannot transform
these savings into efficient investment and is not supportive in the generation of profit
and its reinvestment on the company level. Small banks are unsuccessful and their cli-
ents are returning to the few semi-state owned banks. In place of competition,
a group of oligopolies of quasi-private banks have returned, which behave like a state
monopoly with all its negative aspects. As a result of the premature departure of the
state from its big strategic firms, many of their problems have been left chronically un-
resolved. The author argues that Czech post-socialist capitalism is highly stigmatized
by elements inherited from the paternalist ‘really existing socialist’ state, which has
resulted in ‘state capitalism’ (Mlcoch, 1997:92-98).

If we compare the Czech Republic in this respect with other countries, it proves to be an
integral part of the post-communist region. The doubts cast upon the legitimacy of proper-
ty is similar in all reform countries and is nearly twice as high as in the West. However,
important variations exist even among Western countries. For example, in liberal coun-
tries (USA and the United Kingdom) skepticism towards the honesty of wealth acquisition
is higher than in the socially generous countries (the Netherlands and Germany). But in
the Czech case, it is evidently not a sign of excessive liberalism but rather of the heritage
of Communism. The fact that this attitude has remained at the same level throughout the
entire transformation period proves that it is a continuation of the mistrust of private prop-
erty disseminated by the communist regime, rather than a new phenomenon created by
privatization and the problems which have accompanied it.

Attitudes towards actual privatization were examined by the following question: ‘Do
you believe that privatization means the transfer of property into the wrong hands?’ As
shown in Figure 3.5, agreement with this statement was already quite high (roughly half)
even during the course of privatization, and increased only slightly in the following years.
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As was the case of the general attitude towards the legitimacy of wealth, here the generally
slow trend covers up a faster change in the political content and intensity of the above-
mentioned attitude. It means that people who are likely to be suspicious of wealth as the
product of dishonesty or even the transgression of law are adhering more and more to the
left, which is also reflected in their voting behavior. Prior to the 1998 elections, people of
the opinion that privatization transferred property into the wrong hands were: 75 % of the
supporters of CSSD, 84 % of DZJ and 91 % of the Communist Party voters, against 40 %
of ODS sympathizers (EEA, April 1998).

Figure 3.5 Belief that privatization transfers property into wrong hands
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3.3 Managers and entrepreneurs: the capitalist expansion and its hindranc-
es

In the whole framework of the transformation, privatization was a motor for a wealth of
mobility within the population. It was not just the exchange of persons between already
existing positions, but the emergence of entirely new social groups. Indeed, one of the
main changes expected from privatization was its contribution to the creation of a group
of entrepreneurs as a constitutive component of the middle classes. In addition, other sig-
nificant categories of the active population were also created and characterized by
a heterogeneous economic status, i.e. where the main dependent job is complemented by
some form of business activity (which however — in terms of time and energy invested — is
the actual main occupation). Each area of privatization has undoubtedly also a ‘personal
agenda’ and thus social profile of actors. Unfortunately, there are only few possibilities to
monitor them, and in principle the easier they are to observe, the more they take on a col-
lective character.
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Box 3.5 Firms according to the register of economic subjects

By the end of 1996, 1.5 million firms were officially registered. According to business
law, there were 1.1 million private entrepreneurs, 98,000 farmers, 130,000 commer-
cial companies, approximately 7,000 cooperatives, and less than 2,000 state firms
(Statistical Yearbook, 1997). By the end of 1995, self-employed subjects without sala-
ried employees amounted to 73 % of the functioning private firms and 26 % of the
companies employing between 1 and 49 people (in the EU, these categories represent
66 % and 32 % of companies respectively). From the standpoint of employment struc-
ture, 17 % of self-employed individuals did not have employees, 31 % worked in com-
panies with up to 49 employees, and 52 % in larger firms (in the EU it is 8 %, 43 %
and 49 % respectively). The most represented areas are the commercial sector (29 %
of firms), industry (16 %), and construction (15 %), which does not differ substantially
from the EU average. In 1995 there were approximately 700,000 small and medium
sized firms in existence, which is approximately 64 % of all registered companies.
From the rest, 15 % were ‘dormant’ and 20 % had already ceased all activity (Stav,
1997:32n.)

Restitution consisted of the return of property to the former owners or more often to
their children or more distant heirs. It is possible to assume that a number of them have
continuously carried some kind of entrepreneurial zeal in themselves. The main forms of
small privatization, i.e. direct sales, public auctions, and competitions were widely fa-
vored by the employees of shops involved, which was potentially a guarantee of consider-
able business interest. Unfortunately, auctions were also exploited by black marketers and
immigrant businessmen from Eastern countries for purposes of ‘money laundering’, alt-
hough they possessed no formal authorization to participate. Large privatization was dom-
inated by approved projects which had been proposed by the present or past managers of
individual companies, who could thus make efficient use of inside information and accu-
mulated social capital.

Such reasoning is, however, rather hypothetical and over-simplified. Neither social
origin, nor previous employment reliable guarantees of an actual ‘capitalist’ management,
which would focus on efficiency, investment, and the maintenance of an adequate profit
margin. From all three groups (restitution beneficiaries, employees and managers), we
might also expect the opposite kind of behavior, resulting in the draining of company as-
sets into financial capital or consumption. With a hopeless shortage of collectively recog-
nized norms (which according to Max Weber represented Calvinist abnegation in the early
period of capitalism) and immature business legislation lacking any regulatory mecha-
nism, negative human qualities and habits from the communist period were not only able
to surface, but had even become profitable, all in contrast to the actual meaning of eco-
nomic efficiency and elementary human decency.

Contrary to the idealized assumption that in privatization only the strongest come out
the winners, experience has shown that highly valued human qualities were not always the
best capital. Rather than human capital and high ethical standards, previous positions,
contacts and information, detailed knowledge of the given organization, or simply belong-
ing to certain closed networks of people were more decisive for the success of the pro-
posed privatization projects. According to official data, the existing company management
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proposed only 21 % of privatization projects but 82 % of all approved projects (Mejstiik,
1997:208). It is only natural that under such circumstances managers of the former state
firms and not necessarily only the best candidates were the most successful. Research
findings speak in this context about a ‘revolution of deputies’, where a systematic and
agreed upon exchange of positions was made between former company directors and their
assistants who then either informally or formally took over the reigns of management
(Hanley, Mat¢jt, Vlachova and Krej¢i, 1996).

Table 3.4 Total number of business licenses (BL) and entrepreneurs (thousands)

Numbers 1992 1993 1994 1995 1996 1997
Total number of BL 940,3 1263,8 15951 1859,2 2294,1 26114
Of which:

individuals 799,1 1030,7 1276,2 1489,6 1813,2 2057,0
legal persons 1412 2331 318,9 369,6 4809 5544
foreigners - 8,8 19,9 43,3 54,7 77,1
Entrepreneurs total 656,1 889,9 11139 1243,6 1470,8 16489
Of which:

individuals - 794,9 9859 1116,8 1301,8 1456,8
legal persons - 94,9 1280 126,8 1690 192,0

Entrepreneurs-foreigners - 7,3 18,5 37,0 45,5 63,5
BLs per 1,000 inhabitants 91.15 12235 15435 179.94 222.30 253.22
Entrepreneurs per 1,000 in-

habitants 63.60 86.15 107.79 120.36 14253  159.88
BLs per entrepreneur 1.43 1.42 1.43 1.49 1.56 1.58

Source: Ministry of Manufacturing and Trade.

By far the biggest expansion of business was expected among new entrepreneurs, who
were beginning with few resources (personal savings or previous engagement in the shad-
ow economy) or from scratch altogether. Although the launch of de novo firms was rather
vigorous, it can hardly be called an explosion. According to newly introduced Labor
Force Surveys, in the spring of 1992 the self-employed represented 6.2 % of the total la-
bor force, and entrepreneurs with employees 2.5 %, whereas by mid-1998 the correspond-
ing percentages were 9.2 % and 4.2 %. In any case, the number of entrepreneurs and self-
employed, as given by respondents in surveys, represent only a fraction of the numbers of
business licenses issued. As Table 3.4 shows, by 1997 2.6 million licenses had been is-
sued and there were 1.6 million registered entrepreneurs. However, according to Labor
Force Surveys, the number of self-employed and entrepreneurs had reached only 600,000
in 1998.

This difference may be explained by the fact that the majority of the self-employed were
still employed elsewhere and ran a business only as a second job. While in comparison
with the initial period of the transformation the percentage of single occupations has
grown (i.e. either dependent job or self-employment), the double job status is still by far
the most prevalent. According to the EEA survey, at the beginning of 1997 private busi-
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ness was the only source of income for 15 % of those surveyed with business licenses, the
primary job for 35 %, and a complementary source of income for the rest (EEA, January
1997). Subsequent development has shown a stagnation in these percentages, and due to
the overall situation, a clear separation between dependent and independent job is unlike-
ly. The dual status, combining employment security and market freedom is in fact a typi-
cal post-communist solution which may be advantageous for individuals but is less so for
the efficiency of the economy.

Box 3.6 International comparison of small firms

Because our analysis is based mainly upon data and on the behavior and opinions of
the population, we must also mention sources based on statements provided by com-
panies and their managers. In the CEE countries in autumn of 1995, national statisti-
cal offices conducted a survey (within the framework of the PECO program and in co-
operation with EUROSTAT) among 92,000 registered companies. According to this
survey, 54 % of Czech firms had no serious problems with either supply or demand,
while the average in the CEE countries was only 39 %. Among the greatest difficulties
in the manufacturing potential of Czech companies were insufficient resources and
then deficiencies in available credit, payments, and employee qualification. Com-
plaints were focused on the lack of solvency demands and severe competition.

Of equal importance was the survey of small firms, conducted in the spring of 1997
among 1680 Czech companies by regional consulting and information centers. The
goal was to collect data on the attitudes of entrepreneurs and managers concerning
financial issues, collection and the use of information, and expectations of EU en-
largement. According to this survey, new entrepreneurs were mostly concerned with
the lack of initial capital and difficulties in finding potential business premises. The
lack of sufficient finances for investment and operational capital, high taxes, an unre-
liable and unstable legal framework, and lack of information for the business were al-
so cited as problems. On the other hand, registration procedures and orders, raw ma-
terials and purchasing equipment had been less difficult. Smaller firms (under 10 em-
ployees) had more difficulty obtaining the initial capital and business premises at the
beginning and experienced a greater burden of taxes as well as a lack of access to in-
formation. Access to credit has been undermined by the common approach among
banks which, according to the surveyed companies, are hesitant to offer small loans
and charge very high interest rates (Stav, 1997).

Retrospectively, let us now examine the fate of the population using the 1997 ISSP sur-
vey ‘Work Orientations’. The commencement of private economic activity in the post-
1989 period was reported by roughly 15 % of persons at a productive age. The range of
individuals involved in some kind of business is quite varied. Even though males are the
majority (62 %), the percentage of females is also significant (38 %). While all education-
al levels are represented, we find a higher percentage of people with university degrees
among entrepreneurs (27 % as compared with 14 % of those not engaged in business).
With regard to the size of community, no specific connection was found, but there was a
greater representation of people from larger cities or from Prague. According to the area
of activity, small private firms are largely focused on construction, retail, and services.
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The difficult circumstances in which new entrepreneurs found themselves in the early
transition contrasts with the relatively problem-free and undoubtedly greater financial suc-
cess of managers. Indeed, new entrepreneurs were somewhat able to improve their stand-
ard of living, in exchange for extreme work burden and risk, yet they were ultimately una-
ble to increase their share of economic power. Despite all of this, their perception of per-
sonal achievement is not negative, because it is based neither in power nor influence, but
mainly upon the values of independence and autonomy. Therefore, according to their own
statements, the great majority of entrepreneurs (85%) would opt again for self-
employment, which is why the members of this group are the most satisfied with their job
(30 % compared with 12 % of the general population). From the standpoint of social rank,
entrepreneurs do not perceive themselves to be better than others — only 18 % place them-
selves among the middle classes (not to mention the upper class), compared with 11 % of
the general population (1ISSP-1997).

3.4 Attitudes towards job: security or independence?

During the transition, privatization and business served as a mobilizing and selective pro-
cess, which differentiated individuals who were had an inclination towards business, pre-
ferring autonomy even at the cost of risk, from the passive non-entrepreneurial types who
preferred social security. The abolition of barriers to self-employment and the sudden
change in the economic environment have opened the gates to new opportunities. The first
‘butter peddlers’ pointed the way to capitalist beginnings and many of them would be-
come successful and wealthy merchants. Yet receiving property through restitution,
whether a small trade or bigger enterprise was more advantageous than starting from
scratch.

In the minds of people, there was and still is more of a desire for autonomy than what
we see in reality. According to the ISSP-1997 survey, 40 % of economically active re-
spondents said they would hypothetically prefer to be self-employed or entrepreneurs, yet
only 10 % actually took the initiative. On the other hand, nearly three-quarters of those
preferring a dependent job (i.e. the remaining 60 %), responded that they would rather
work for the state than a private organization, which illustrates the importance of social
security. Only minor differences exist in how each group judges their own work effort:
over half of each group concede that they work to the best of their abilities even in cases
where the job infringes on their privacy.

Let us now consider workers’ attitudes towards self- and dependent employment, and
among the latter, in which sector of ownership they are employed. Generally, satisfaction
with the present job prevails: 35 % of workers are more or less satisfied, 20 % are not sat-
isfied and the rest replied ‘somewhere in between’. The highest satisfaction was registered
among entrepreneurs and small entrepreneurs, followed by civil servants. The satisfaction
level is thus dependent on either room for initiative (in the first group), or social security
(in the second group). However, both self-employed persons and civil servants consider
their jobs to be often more stressful than others.

On the other hand, dissatisfaction with one’s job is most pronounced among employees
in joint-stock companies with foreign capital and in new private companies. Surprisingly,
dissatisfaction is not closely linked with work intensity, which we would expect to be low-
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est in the non-restructured, former state enterprises. Employees at local branches of big
international companies often complain about the stress of their job, but it is more often
the result of frequent organizational and technological changes than of a greater workload.
Lack of satisfaction in these situations leads to a smaller degree of pride in the company,
in contrast to employees of domestic and especially state enterprises.

Table 3.5 Desired values of job and as they are accomplished in respondents’ jobs by
type of ownership (index)

Item Sector of ownership

1 2 3 4 5 6 7 8  Total
Desired:
Security 78 81 8 8 8 87 79 81 84
Reward 64 66 70 70 73 66 70 65 69
Promotion 39 48 41 45 44 43 38 44 43
Interesting 7% 79 75 76 75 68 69 79 75
Independence 66 64 44 56 52 47 49 57 54
Help to people 54 60 59 56 58 53 56 67 59
Useful 55 58 43 53 58 53 49 63 55
Accomplished:
Security 45 66 56 50 46 50 46 55 51
Reward 26 42 20 22 17 15 18 17 20
Promotion 21 25 25 15 12 14 14 18 16
Interesting 65 71 44 55 54 49 38 67 56
Independence 79 91 59 59 59 56 49 61 61
Help to people 46 62 46 51 57 53 47 72 57
Useful 60 77 55 69 61 69 56 77 67
Difference:
Security -33 -15 -32 -35 -41 -37 -33 -26 -33
Reward -38 -24 -50 -48 -56 -51 -52 -48 -49
Promotion -18 -23 -16 -30 -32 -29 -24 -26 -27
Interesting -1 -8 31 -21 21 -19 -31 -12 -19
Independence 13 27 15 3 7 9 0 4 7
Help to people -8 2 -13 5 -1 0 -9 5 -2
Useful 5 19 12 16 3 16 7 14 12

Source: ISSP-1997.

The index is created from five variants of an answer so that the desired values ‘very im-
portant’= 100, ‘not important at all’=0, regarding actual values in the current job ‘strongly
agree’= 100, and ‘strongly disagree’=0.

Sector of ownership: 1. entrepreneur, 2. self-employed, 3. joint-stock company with for-
eign capital, 4. joint-stock company domestic, 5. new private firm, 6. state firm, 7. firm in
other ownership, 8. public institution.
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Based on the same data, we may compare how employees in various sectors of owner-
ship see the value of their work and level of satisfaction at their present job (Table 3.5).
Entrepreneurs and self-employed without employees value above all the autonomy and the
appeal of their work. Private companies are attractive mainly for their high wages. Civil
servants give great importance to the usefulness of their job in relation to society and are
most willing to help others. On the other hand, employees at large companies with foreign
investment have less value for the social usefulness of their work.

Table 3.6 Desired factors of earnings as they are accomplished in respondents’ jobs
(index)

Factors Desired Accomplished Difference Change in
of earnings factors factors btw. desired and  1992-1997
accomplished
1992 1997 1992 1997 1992 1997  desired accompl.
1. Education 713 729 480 551 234 1738 1.6 7.2
2. Conditions 68.2 664 387 405 295 259 -1.8 1.8
3

. Effort 85.0 853 454 568 39.6 28.4 0.3 114
4. Responsibility 76.7 778 493 595 274 18.2 1.0 10.3
5. Family 42.2 338 275 219 147 11.9 -8.4 -5.6
6. Loyalty 50.6 513 443 436 6.3 7.7 0.7 -0.8
7. Gender 12.6 175 364 410 -23.7 -23.6 4.8 4.7

Source: 1ISSP-1992 and 1SSP-1997.

The index is created from four variants of the answer so that ‘it has decisive im-
portance’= 100 and ‘has no importance at all’=0.

Factors: 1. Level of education, 2. Work conditions 3. Personal effort, 4. Managerial re-
sponsibility, 5. Family burden, 6. Number of years with firm, 7. Male or Female

However, it is becoming clear that no matter how great the perceived differences are be-
tween types of ownership in desired job characteristics, they are much smaller than the
differences in the actual jobs of respondents. In their own opinion, employees of small
private and state companies have the least amount of security in comparison to the desired
level. The same applies to wage dissatisfaction where the main split appears between all
self-employed subjects (relatively satisfied) and dependent employees (more or less dis-
satisfied). A similar disparity also exists in opportunities for advancement, but its realiza-
tion is rated much higher than the expectations of a good salary. Entrepreneurs consider
themselves to be of greater use to society than is suggested by their potential ambitions.

In the assessment of factors influencing life success the obtained results were rather
predictable. Whereas the self-employed consider the attainment factors (having ambitions,
being gifted, and working hard) to be most important, dependent employees tended to
consider ascriptive factors to be decisive (family wealth, well-educated parents and one’s
own education). It is quite common that when considered from ‘the inside’, better standing
and wealth seem to be hard earned, while from ‘the outside’ they appear as unmerited and
the result of an outside influence.
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Figure 3.6 Pride in one’s job and desire to change profession
%

R RRRRRROO
R MR
80 [Hemmmmmmsni ~]
R
R
R
R
Wit
Pt
60 H R
R AL
R i .
R mRRRRRN :
R a | I M
B I
B B ]
B B ]
40 B e e Y
By ] ) S
By Y
B Y

Czech Rep. Hungary Sweden Spain  Czech Rep. Hungary Sweden Spain
Pride in job Would change the job

HStrongly agree ElAgree E<ISo-so EDisagree [-1Strongly disagree

Source: ISSP-1997.

An international comparison mirrors Czech attitudes towards work rather critically. The
ISSP-1997 survey has yet to be carried out in all of the participating countries, nonethe-
less we now have data from a rather interesting group of countries. Participating in the
survey were another reform country (Hungary), a representative of advanced capitalism
(Sweden), and a representative of an economically advancing southern European member
of the EU (Spain). The Czech respondents show remarkably strong signs of Communism,
i.e. the need for job security combined with dissatisfaction in their current job. Many
Czechs are strongly dissatisfied with their job (behind the Hungarians) and are convinced
that with some effort they could find other job (just behind the Swedes). Czechs are the
least likely to show pride in their job (Spaniards lead followed by the Swedes and Hungar-
jans) and are most willing to change their present job  should
a better opportunity arise (42 %). Related to this is a weak loyalty towards the employer.
Pride among Czechs in the company or organization in which they work is the least pro-
nounced of all of the observed countries (44 % are more or less ‘loyal’ employees) (Figure
3.6).

These unflattering results should not be taken as representative of the Czech character,
but rather of the incomplete state of transition, and the undemanding labor market. The
labor market, which was formed after 1989 should have been an invitation to better per-
formance and quality in exchange for the promise of higher earnings for better work. The
expected mobility of labor, accompanying the far-reaching structural changes in the econ-
omy, should have promoted the able employees and served as a warning for those who
were not performing up to par. The gloomy forecasts of unemployment as well as the
spontaneous concern about layoffs voiced at the beginning of the 1990s were in fact ex-
pressive of the realistic expectations of painful cuts in the economy. But this did not hap-
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pen and paradoxically it was the OECD experts who would censure Czech ‘sceptics’ for
the forecasted growth in unemployment instead of warning against the shortcomings of the
‘golden Czech way’ to capitalism without sacrifices (Review, 1995).

The value oriented nurturing of productive work, like of other traditional values, played
only a minor role in the transition. At the same time it is clear that the relationship a posi-
tion, company, and its name represents an asset no less significant than production or fi-
nancial capital; the only difference is that such loyalty is much more difficult to gain and
maintain. It is no surprise to see that employee loyalty is higher in former state enterprises,
which were islands of social security under the benevolent control of the state. On the
other hand, loyalty among employees towards foreign and new private companies is lower
not only due to the fact that they are new, but also because the guarantees of a well-
established work system and social security do not apply. Yet this is precisely why foreign
and new companies are more efficient (as illustrated by the comparison made in Box 3.3)
and why they can offer greater long-term security, based not on state support but rather on
competitiveness and healthy prosperity. In the values of work and their differentiation
according to types of ownership, we may apply a criticism of the transition thus far, which
is the conspicuous absence of a ‘capitalist relation’ towards one’s own work.

3.5 Conclusion

Privatization and the renewal of private business were the main supporting elements of the
economic reform. Although they should have been of equal importance, the energy input
was by no means the same. Privatization enjoyed the focused attention of all interested
parties — government teams, company management, financial speculators, as well as rank-
and-file citizens who were partially invited into to participate. In comparison, the start of
small- and medium-sized enterprises was left almost exclusively in the hands of its initia-
tors, while the state limited its role only to regulation, control, and taxation. Financial
support for new companies coming from the state budget amounted to just
a few billion CZK and no serious consideration was given to their support in administra-
tion, credit, or taxes for starting businesses. In addition, new entrepreneurs were left on
their own.

Large-scale privatization was conducted at record speed, but its results were met with
mixed feelings in the eyes of citizens, where admiration would come to be replaced with
disillusion. On the one hand, many people had profited from vouchers and accordingly
had given support to the liberal parties. On the other hand, the public has been increasing-
ly overwhelmed with information about privatization frauds and huge sums disappearing
into unknown hands and places. Over time, the sense of privatization as a contribution had
weakened, therefore raising the question of whether this had in fact been the initial intent
of privatization. The ownership was transferred from one anonymous type of ownership
(the so-called ownership of the people) to another (i.e. joint-stock), but the responsibility
would remain in the same hands or become even less transparent. Very few people today
believe that privatization offered equal opportunities to everyone. The general opinion
that there has been no honest property acquisition has been supported by the conspicuous
privileges of people with few scruples and greater access to information.
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The most important outcome of large privatization, i.e. its impact on economic efficien-
cy was not addressed this chapter. Its assessment would require further detailed economic
analyses. Data show all economic indicators of production, export and use of labor force
to be lower in firms privatized by the voucher method, in comparison with foreign-owned
firms and firms which remained in the hands of the state. However, the selection of firms
for different privatization methods could have been misleading and the measures applied
were not always as cautious as needed. In any case, in comparison with initial expecta-
tions, the results of privatization are rather problematic. The former giant state enterprises
have yet to sever their umbilical cord to the state and only distantly follow the example set
by foreign-owned companies regarding the general focus on long-term development.
While the capital constraints on domestic companies is both understandable and justifia-
ble, organizational stagnation and waste of human capital is not.

Unlike the stagnation in larger firms, thousands of people have taken advantage of the
new opportunity to start small- and medium-sized enterprises, and have accepted the chal-
lenge to their own abilities, endurance, and luck. However, conditions were not favorable
enough to allow for the continuation of the initial expansion, and as a result many people
have remained on the level of ‘dual status’, i.e. combining the advantages offered by the
main dependent job and additional earnings from self-employment. At the outset, new
entrepreneurs still hoped for some concessions and advantages, but were denied on the
premise of ‘standard’ conditions for all. In fact, the conditions for de novo and continuing
firms were very unequal. This applies not only to the heavy burden of ‘fast’ taxes and
‘slow” write-0ffs, but above all for the generally opaque business environment, where
debtors cannot be prosecuted and the winner is the one who bets on unrespectable acting.

As far as a ‘capitalist’ work ethic is concerned, the initial enthusiasm has faded as has
the intention of returning to Europe and to Czech pre-war traditions, which might have
been the source of pressure to change the ingrained attitudes of a significant part of the
population. Billions of Czech crowns of national property have also disappeared, which
could have been used for setting supply on the labor market in motion, for example, in
building new apartments in promising regions. Based upon the responses of those sur-
veyed, only a third of all economically active persons in the eighth year of reform affirm
that the workload at their job has increased in comparison with the pre-1989 period (the
biggest increase was logically declared by self-employed and entrepreneurs). Additional-
ly, just one-fifth of workers believe that their qualifications are better utilized today than
under the old regime. These results are certainly not very encouraging, but nor are they
surprising when we consider the lack of pressure for microeconomic change and the per-
sistence of a social welfare climate based on the generous crediting of former state enter-
prises.

Many formal conditions for capitalism have been created and many typical occupational
categories for capitalism have emerged. But it is now clear that the creation of an envi-
ronment which is supportive of behavior leading to ‘capitalist virtues’, which will require
several more years. Fortunately, the recent tolerance for negative human qualities and
anti-ownership attitudes, which were inherited from the past system have not caused irrep-
arable damage. This means not only the draining of capital, but also the weakening of mo-
tivation for the types of business which drive a society forward, as stated in the spirit of
Joseph Schumpeter: ‘First of all, there is the dream and the will to found a private king-
dom... Then there is the will to conquer, the impulse to fight, to prove oneself superior to
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others, to succeed for the sake, not for the fruits of success, but of the success itself... Fi-
nally, there is the joy of creating, for getting things done, or simply for exercising one’s
energy and ingenuity’ (1912:93, cited by Burt, 1993:91).

The replacement of family businesses with joint-stock companies has only slightly
changed the definition of real business behavior. Although in approaching end of the cen-
tury, we surely cannot expect a return to the situation as it was at its conception. Even
today, smoothly functioning capitalism will not be possible without a full engagement of
human forces and capacities.
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4 The Czech family, the marriage market,
and the reproductive climate

The transformation of the demographic characteristics of the Czech population are one
visible attribute of the ongoing political, social, and demographic changes in the Czech
Republic in the 1990s. Quantitative changes in family behavior, including marriage and
reproductive activities, and also in the mortality pattern are so substantial that they suggest
the emergence of new trends and allow us to speak of qualitative change. The novelty of
these ongoing changes is, however, from the standpoint of individual phenomena rather
relative, because in developed countries these demographic trends have already been oc-
curring for 30 years. It is certain that Czech society, as far as the formation of families,
births, and deaths are concerned is becoming more similar to European standards.

Two trends characterize the development of family behavior since 1989 both connected
with the conception of a family. Each year in the Czech Republic the number of marriages
is declining and fewer children are being born. Three conditions help to explain the inter-
nal sources of this development; the inheritance of a deformed Czech population structure
from the former regime, the increase in the opportunities for self-realization of individu-
als, and a weak housing market. These limitations, while mutually independent, have had
a similar outcome and have led to the transformation of the population climate, which for
young families is expressed in two deferments — in starting new households and in the
decision to have the first child. The marriage age and the age when families had their first
child were artificially low in the Czech Republic. The increase in this age thus symbolizes
the return of the Czech Republic back to Europe.

The return to European patterns of reproductive and family behavior is the strongest in-
ternal cause of the above-mentioned trends. A similar drop in births and marriages had
occurred in Europe in the 1970s. In the upcoming decade, it is possible to predict that it
will become increasingly common for Czechs to start families at a later age, which brings
with it changes in marital decisions and reproductive strategies, which will be accompa-
nied by the transformation of the internal structure of the Czech family. It is neither realis-
tic to expect that all ‘deferred’ marriages will be realized nor that all children ‘temporarily
postponed’ will eventually be born. However, this predicted development does not mean
that in the next several decades the outcome of lower marriage and birth rates will pose a
serious threat to Czech society. This is as long as young people are free to choose their
own way of living together as well as the number of children they wish to have. The insta-
bility of the age structure, which Czechs bear as an unwanted heritage, is certainly one
source of substantial economic and social losses.
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4.1 Deformation of the age structure

In the countries of ‘really existing socialism’, natural social development was deformed by
the voluntarism of state economic and social politics over several decades. Because poli-
tics lacked the democratic feedback of the people which comes from free elections (and
from private companies in the market), the state was able to put forth demanding aims and
often even achieve quick and far reaching successes. Any unintended consequences of
these one-sided measures could be unnoticeable for a long time afterwards, thus it was
necessary to react only when problems had gotten out of hand. For such belated interven-
tion to bring about the expected consequences, the state had to react with decisive coun-
ter-measures, which also brought about unintended consequences of their own. The more
radical the new measures were, the more the social system was shaken to the point where
the regime lost balance completely and eventually led to its demise.

It is also true for society that wounds heal, but the scars grow with the body. The conse-
quences of the deliberate pressures on social development and their subsequent and often
eccentric repairs grew into a social organism. These changes were referred to by the new
regime as the ‘inherited deformations’. Often discussed are the cultural or so-called soft
deformation (the decay of business or political culture) and hard deformation, which per-
sists in the structure of the national economy. The deeply embedded but significant and
generally influential deformation of the age structure of the population often escapes
without being noticed.

When we compare the age pyramid of the population of European countries, we see first
of all a substantial difference between several countries, which remained free from the
catastrophes of war (Sweden, Switzerland), and others who were ravaged by war. Substan-
tial losses caused by war had a direct affect on the birthrate and the subsequent baby-
booms increased the effects even further. These age structure deformations were repeated
by the next generation, with either a stronger or weaker fertile cohort of potential mothers.
The number of births was also destabilized by the economic cycle (crisis in the 1930s
amounted to a drop in births almost comparable to war). Because the age for having a first
child has been also shifting, the resulting movement is difficult to predict and its explana-
tion is neither simple nor definitive.

Europe has enjoyed a half-century of peace, but has undergone other divisions, which
appear in the form of population development. After balancing the post-war compensation
waves of births, West European countries have experienced an overall decline in the
birthrate. In many countries, however, this decline stabilized 20 years ago, resulting in a
relatively low but balanced population level. Even the post-war wave of mothers passed
on the gift of fertility to their daughters and even granddaughters, thus balancing out the
weak birthrate. This kind of development did not occur in the countries of ‘really existing
socialism’ which in the 1970s experienced significant pro-natal measures and changes in
social and population politics, which further destabilized the humber of births.

Remaining examples of drastic population politics are the one-child policy of the Chi-
nese government, which requires abortion among women pregnant with a second child, as
well as the opposite measures of Ceausescu’s Romania, which prohibited artificial inter-
ruption of birth and the persecution of women attempting to prevent pregnancy. The
Czech population also carries within itself a deformation of the age pyramid as the result
of the strong population politics of the past regime. In the mid-1970’s, the most striking
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political intervention had a strong influence upon the marriage and fertility behavior of
strong candidates who are just now in the age of potential parenthood.

The Second World War baby boom came very early to post-war Czechoslovakia and
was relatively important. Contrary to the majority of European populations, there was no
shortage of potential fathers as the loss of Czech men in the war was rather minimal com-
pared to neighboring countries. The country enjoyed the advantage of being spared any
frontal destruction and lived with the expectation of an early economic revival.

Figure 4.1 Live births (in thousands)
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After the victory of communism, fertility drastically declined and several attempts at its
resurrection failed, with the exception of one, instituted in the middle of the 1970s, which
produced the most significant rise in fertility in post-war history. The number of births
increased by almost 30 % during the previous period and in the 1970s, 200,000 more chil-
dren were born than would have otherwise been without these attempts (Figure 4.1).

To explain the successful pro-natal politics of Gustav Husak’s normalization govern-
ment, several parallel circumstances must be considered. The population measures were
instituted just in time to affect the strong age group of mothers who were born in the post-
war period at the beginning of the 1950s, at the age when they would be deciding about a
second or third child (24—-30). Women from an earlier born and non war-time group had
already in the 1960s battled against a third, and sometimes even second preghancy. The
political climate after 1968 Soviet occupation was so oppressive that the natural instinct to
withdraw into the private sphere of the family was substantially buttressed with advanta-
geous maternal benefits and extended maternal leave provided by the regime.
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In 1980, the population wave ended with the historically largest inter-year population
decline. The government checked its generosity by lowering benefits for children’s cloth-
ing, which occurred at the same time as the coming of age of the weaker age groups of
potential mothers born during the population decline of the mid-1950s.

4.2 Marriage squeeze

Children born during the population wave between 1974-1979 are now reaching adult-
hood and are beginning to look for appropriate partners. On the marriage market (Box
4.1) where the ‘assortive mating’ takes place, the result of this uneven population devel-
opment 20 years ago becomes apparent. In sociological terms this condition is called
‘marriage squeeze’. In the two large consecutive waves, the supply of potential grooms
and brides did not meet the demand. In the first half of the 1990s there was a shortage of
grooms, while in the second half the number of brides has been in shortage.

Figure 4.2 illustrates the situation regarding the Czech marriage market and the trailing
wave of the deficit of males, which on average has reached 15 %.

Figure 4.2 Marriage squeeze: The relative shortage of appropriate partners given
a three-year age difference upon marrying
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Females who were born between 1971 and 1975 and began to look for appropriate part-
ners at approximately age 20, were confronted with the reality that they were the undecid-
ed majority. Potential mates were males who were 2 or 3 years older from the weaker age
groups born during the period of the big decline at the end of the 1960s. This situation, of
course, is not historically isolated, and many Western countries experienced the same
phenomenon as well when children from the post-war waves ended up with higher
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birthrates. This phenomenon was the subject of sociological studies and the following
piece of literature offers several explanations for it (Veevers, 1988; Oppenheimer, 1988;
Musham, 1974; Akers, 1967).

Box 4.1 The marriage market and marriage squeeze

The marriage market is a metaphor for the social space for activities of people who
are considering marriage. As in every market, participants evaluate the qualities of
potential partners from the standpoint of advantages and — because there is usually the
same number of men and women — leading to a balance of supply and demand. This
comparison may offend our conviction that people get married out of love, however, it
may help us to imagine the abstract notion of social space. It is true that romantic love
may often work and that social security has given a significant amount of freedom to
the individual when choosing a partner without economic considerations. However,
sociological data suggest that during ‘assortive mating’, when a couple moves towards
a partner relationship, wedding, and family life, the majority of us do not make deci-
sions against our rational interests. At this point we try to maximize our gains, even if
we weigh them using other than strictly property factors.

The marriage squeeze emerges at the moment when age cohorts born during the rise of
a population wave appear on the marriage market. It is caused by the unequal average
age of marriage among men and women and their approximately equal representation
in the population. During a population wave, both sexes increase equally, and then as
the natal wave is followed by a declining curve, the number of males and females
drops again. However, during assortive mating, partners of different age cohorts are
sought. In European culture, the bride traditionally tends to be five or more years
younger than the groom, while in Czech culture for the past several decades brides
tended to be about two or three years younger. A younger woman enters the marriage
market earlier and looks for a partner born several years before her, that is, in age
cohorts when the overall birth rate was lower. This produced a relative shortage of
appropriate partners or a ‘squeeze’.

The natal wave first brought women into the marriage squeeze. Theoretically they could
either begin to seek out partners from untraditional age groups, or wait for ‘Mr. Right’ and
put off marriage until later. For Czech women, only the second possibility remained open.
Essentially, there was no margin for another age difference, as age group of older men was
already drained by women who entered the market before them. In the 1980s, Czechoslo-
vakia had one of the highest marriage rates in Europe and very few men over the age of 25
remained on the marriage market (Figure 4.3).

To find a younger partner was not an option for Czech women as they tended to marry
at a very young age. An international comparison illustrates that in the 1980s, Czech
women were on average the youngest brides in Europe (Figure 4.4). Age at the time of
their first marriage was approximately 22, and a half of all brides were already pregnant.
The majority of women most commonly began assortive mating at about the age of 22.
For a woman at that age to consider a younger partner would present a risk of tying her
fate to a precariously immature man, not to mention social immaturity.
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Figure 4.3 Crude marriage rate in European countries
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Figure 4.4 Average age of women at their first marriage in European countries

Agein years

Sweden a < a < a < aaal
Denmark
Switzerland
Finland
Norway
Iceland
Netherlands
West Germany
France .
Italy P e e e e e
Austria o s s s L
Great Britain P e e
Portugal [ e e e e L
Belgium e e L
Greece -\.7-\..-\.7-\..-\.7-\.-|.7-\..-.7-\..-\.7-\..-\.7-\..-\.7-\..-\.7-\.-|.7-\..-.7-\..-\.7-\..-\.7-\..-\.7-\.-\.7-\.-|.7-\..-.7-\..-\.7-\..-,7-\..-\.7-\.-\.7-\.-|.7-\..-.7-\..-\.7-\..-\.7-\..-\.7-\.-\.7-\.-|7 o]
East Gemnny e KR AR LA KR AR LA KR AR LA KR 1 —
Hungary oot s s s s s s s s s s s
Czech Repub]ic ———— I R I —
0 5 10 15 20 25 30

E21980 11989

Source: Demographic Statistics.

Not even the postponement of marriage is an attractive strategy. Economist Gary Becker
rightly noted that participants of the marriage market have limited information about the
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benefits that their potential partners might offer because they do not know them well. If
they could find another partner even after getting married and if there were no conse-
quences of ending the first marriage, they would choose the first partner who appealed to
them as any kind of marriage is better than no marriage at all. However, because marriage
limits one’s eligibility to single partners and the termination of a marriage can be rather
difficult, marriage market participants do not usually choose the first potential partner, but
maintain a relationship so to learn more about the partner without the commitment of mar-
riage.

A continued search for potential partner information raises the expectations of the bene-
fits of marriage and the quality of the selection. However, the search alone consumes a
large amount of time and energy and postpones benefits of being married. During a more
developed search, the rational individual widens the circle of potential partners and at the
same time is able to complete and confirm information about already serious suitors.
Thus the rational individual commits to marriage even though he or she is aware that by
continuing to search may result in finding a more suitable mate, the costs of this post-
ponement may at the same time outweigh any gain emerging from the potentially ‘better
match’ (Becker, 1981:220).

The model established by Becker for finding a partner was based upon the economic job
search model. However, the analogy between finding a partner and employment has many
gaps, which he underestimates. The basic limit of this approach is that the model of the
labor market may safely assume a greater gain from having work, while the model of the
marriage market must make the similar assumption for marriage with particular caution. It
is shown that married individuals have a generally higher life expectancy and overall bet-
ter health in comparison to people who remain single. The economic advantages of fami-
ly households are also significant. The family offers services and increases the value of
raw materials (above all housing and foodstuffs), which increases the purchasing power of
wages by about half in comparison to those at the hypothetical level of individuals who
must pay for services (Ringen, 1997).

However, all of these benefits are age-dependent. In the Czech Republic, some believe
that to remain single offers advantages which may be even greater than those offered by
family life. The single individual may live in his/her parents’ household without having to
contribute. Moreover, a single person is free from many of the constraints of family life.
Instead of having to work one can pursue an academic career, and thus invest in his future
in the labor (and marriage) market. Even if the person is employed and does not live with
his parents, he or she can save on costs tied with the division of his wages among a family,
namely those associated with having a small child. Furthermore one is able to enjoy hob-
bies, travel freely, and live as he or she chooses.

In contrast to the end of the 1970s, when Becker applied his model of finding a job to
that of finding a partner today, the main theme of social (and scientific) discourse is the
individualization of life. The benefits of remaining single are quite visible, at least at a
young age. The tendency to avoid maturity (the so-called Peter Pan syndrome) and family
life is often labeled as a decline in family values. Such conceptualization is hardly ac-
ceptable from the long-term perspective. If we depart from the intellectual debate and look
at the opinions of the general population, we learn that 86 % of Czech men and 74 % of
Czech women consider family life as the highest life value (ISSP-1994).
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4.3 The return of the Czech family to Europe

The situation in the marriage market following the fall of the old regime was very specific.
Although this was perhaps the only free market even before the institution of
a market economy, it has nonetheless undergone fundamental changes. From the balance
of costs and benefits emerging from the postponement of marriage to the extension of the
assortive mating period before marriage, many other historically singular factors have
become relevant in the 1990s.

The postponement of marriage in the 1990s, as the drop in marriages can for the time
being be understood (which must be, however, confirmed in the future), has resulted
above all from the change in opportunity costs. Under the old regime, the choice of life
opportunities was very narrow, so there was little threat that a person would come to re-
sent having married early. In general, Becker’s original model was valid, with a minor
difference in that the chance of finding a truly economically appropriate partner was very
small due to the wage equalization. In the logic of Becker’s model the strategy which we
may characterize as ‘do not prolong the search but choose from what is available’ was
supported. As Figure 4.3 illustrates, the age of Czech brides was the lowest in Europe.

New conditions have, however, suddenly given young people the opportunity to travel,
study, and do business. Among young people, travel in particular was considered as an
important debt owed to them. Before 1989, the majority of Czechs who were over 20
years of age had not traveled abroad freely and were desperate to experience these missed
opportunities. In business, the first half of the 1990s was a unique opportunity in that the
first group to enter the scene faced little competition. They made large gains and competi-
tive advantages over the others. On the basis of a rather unsystematic analysis of individu-
al cases from the press (often in the context of revelations of scams and bankruptcies) we
can say that in the Czech Republic, the number of multi-millionaires who hoarded proper-
ty from scratch before reaching 30 was significantly above average.

More chances were provided by increasing education opportunities: in the 1989/1990
school year, 113,000 students were enrolled in university, in 1995/1996 the enrollment
had already jumped by 23 % to 140,000. The number of newly registered students grew
even more quickly, as in 1996 79 % more students had enrolled in university than in 1989.
The share of 18 year-olds enrolled in university rose from 17 % in 1990 to 20 % in 1995
(Skolstvi, 1996). As a result of the deformation of the age structure, universities raised the
number of accepted students by more than half, but the chances of acceptance grew by
only 3%. Yet even this increase does not come close to meeting the expectations of the
Czech Republic of ranking among developed countries, where on average two times as
many young people receive a higher education, yet where there is also a notable deficit on
the marriage market.

The opening of the borders to Western Europe has brought with it also the acceptance
of their cultural models. From the point of view of our interest, this means a return to the
West European family model, from which Czech society had been separated for half
a century (Box 4.2). The level of births before was rather low, because since the early
modern period, according to Hajnal’s typology, Czech society shared the West European
family type. The applicability of Hajnal’s Line and its natural development was disturbed
with the new European order following the Second World War. Hajnal’s Line was re-
placed with a new division, the Iron Curtain. After 1945, the Red Army shifted this line
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further to the West and the Czech Republic fell artificially under the influence of the East
European and Communist demographic regime.

Box 4.2 Types of European family

From the point of view of the structure, demographic historians speak of Western and
Eastern types of modes of formation and function of the European family. In the 1960s,
John Hajnal coined this distinction on the basis of the study of historical models of
marriage patterns in Europe. He discovered that the line dividing Europe from the
16th century had connected St. Petersburg and Terst. The so-called Hajnal’s Line
above all traverses Central Europe, on the border between Moravia and Slovakia (Pic-
ture 4.1).

The West European type, which also includes northern Europe, was characterized by
relatively late marriages among both sexes (after 26 for men and 23 for women) and
the existence of the nuclear family, composed only of parents and children. The high
age of marriage resulted from the fact that only people with secured independent hous-
ing would get married. Newlyweds either started their own household or took over a
household of one of the parents, who on the basis of an informal parent-child agree-
ment were provided with subsistence. It was common that even young people from
well-off peasant families often lived, before marriage, in the service of unrelated peo-
ple as farm maids or servants, in order to earn money for their own housing. This
manner of starting families resulted in a rather significant share of permanently single
men and women (between 10-25 % among women).

The East European family, which also included families from southern countries, was
characterized by a different marriage pattern. Marriages were formed at early age
(usually before 26 for men and 21 for women), there were bigger age differences and
after the marriage, couples often lived with the extended family, the head of which was
the oldest member. Women commonly moved into the men’s household. Thus it was the
family composed of several generations living together. The institution of subsistence
agreement between retired parents and their children did not exist and servantry was
not common, because labor power was provided by both single children of the farmer
and married sons with wives and children. Marriage was thus not dependent upon the
economic independence of the individual, and could take place at a younger age. The
percentage of permanently single people was therefore low.

The communist state was obsessed with planning and attempted to manipulate demo-
graphic development as well. Social policies were geared towards the support of marriag-
es and births, following the unspoken principle ‘the sooner the better’. The earlier that
people got married, the sooner they would have children and thus the greater the likeli-
hood that more children would be brought into the world according to Communism. The
pernicious efforts of the state to control all aspects of everyday life even penetrated life in
the bedroom. The relative success of these efforts, in comparison with the fiasco of eco-
nomic planning, can be explained in that the interruption of the market economy meant
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that in the private sphere there was a return to the old mechanisms of intergenerational
dependence. Mothers were objectively interested in their daughters becoming mothers as
soon as possible and this meant that as grand-mothers, would be free to help with grand-
children. This also meant time to care for their own parents, who during this time had aged
and would need their support (Mozny, 1994b).

Picture 4.1 Hajnal’s Line of demarcation between the West European and East Eu-
ropean family patterns
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The present development suggests that if Hajnal’s line had retained its natural borders,
today’s Czech demographic regime would have characteristics similar to contemporary
Austria, the western part of Germany or the Netherlands (Figure 4.5). This would mean
that from the 1970s, the marriage level would have gradually declined, while the average
age at the time of the first marriage would have risen, and the fertility rate would have
remained somewhere under the border of fertility maintenance for twenty years.
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The number of population thus would have slowly fallen if this drop were not offset by
the immigration of cheap labor from less developed countries as in wealthy countries.
Czechs would have slowly become accustomed to and better understood this change in the
population climate.

Figure 4.5 Total fertility rate in four European countries
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Population processes, which we have witnessed in the Czech Republic since the begin-
ning of the 1990s, are inseparable from the so-called second demographic transition. In
Western countries, this significant demographic change occurred at the end of the 1960s
and throughout the 1970s, and resulted in a total fertility rate in the range of 1.2-1.8 chil-
dren per woman. In the Czech Republic, this process was delayed by about thirty years
and has thus been all the more intensive. The number of marriages of young men and
women has dropped considerably, accompanied by a decrease in fertility and in the total
number of inhabitants. Current population trends in Czech society suggest that young age
cohorts just began this demographic transition.

The lower number of births in the Czech Republic often arouses concerns over the pos-
sible negative economic effects and of the overall slowing down of economic growth. As a
rule, a decline in the flow of young age groups to the labor market results in an older labor
force (the average age of economically active citizens increases). This older work force is
followed by a drop in the productivity of labor, innovation, and occupational and em-
ployment mobility, which all might contribute to lower economic efficiency. Yet as expe-
riences in other countries illustrate, a negative population balance need not be only detri-
mental either from an economic or social perspective. Over the next 30-40 years, the
Czech labor force will continue to age, but this demographic fact will be richly compen-
sated by its higher level of education of new generations and therefore higher productivity.
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Box 4.3 Demographic transition

Demographic transition is the exceptional change in reproductive behavior of the
population, which occurs in conjunction with social transformations; demographers
identify first and second demographic transitions. The first occurred in Europe from
the end of the 18th century, above all however during the 19th and the beginning of
the 20th centuries, in the period of changing traditional societies into modern indus-
trial ones. This resulted in a transformation from high and rather equal values of
births and deaths to lower but still equal values. The death-rate dropped from about
25-30 per 1000 inhabitants to about 15. In Europe, this led to an exceptional popula-
tion growth; this drop in deaths was thus accompanied by fewer births. In the Czech
lands, the first demographic transition began approximately in 1870, lasting until the
1930s. In Western Europe, the second demographic transition began at the end of the
1960s. Above all, this entailed such a drop in fertility that the basic reproduction of the
population was no longer ensured, because it fell below the critical level of total fer-
tility rate 2.1. New forms of marital behavior accompanied this transition, including
cohabitation without marriage and a high share of voluntarily childless couples. An
unprecedented drop in the death-rate was an important component of this second de-
mographic transition, which resulted in an average life expectancy among men of 75
years and for women 80-82 years.

There is no great need to be concerned about population decline. Among other things it
means that greater investment in covering population growth will be unnecessary. Moreo-
ver, a moderate population decline combined with an increase in retirement age ensures
that the share of the population in economically active age will remain relatively stable in
the future. This could perhaps even lead to a small increase with the raising of the retire-
ment age for both sexes to 65. The weakness of pessimistic forecasts based on the increase
of the population in post-active age is that they ignore the compensatory influence of the
decreasing number of children and thus the balanced development in the dependency ratio
(the ratio of active to inactive segments of the population). After all, this ratio is decisive
from the economic point of view.

In this context, we have to keep in mind that the purpose of people’s activities is not
economic growth (which economists understand as the increase in the real level of the
national product) but economic development. By this is meant the rise in the living stand-
ard and welfare of the population, measured not only by real per capita income but also by
other indicators, which are not directly expressed in financial terms. The association be-
tween population growth and economic development appears much more complex when
we consider what economic growth actually brings to the population. No direct connection
between income level and human happiness has even been proven.

4.4 Increasing costs of family start and the housing market

If having a family is to be for young people a rational and attractive decision, they should
have the chance to acquire independent housing. Only when starting a family is accompa-
nied by the creation of a household, may it bring advantages and pleasure. It would be
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necessary to regress to the poverty of traditional societies and to come to terms with life in
a multi-family household. If it is true that for strictly rational reasons family life is better
than solitude, it must also apply that every change for the better is costly, or in economic
terms, transition costs. These costs of starting a family have increased enormously in the
past decade, particularly due to the rising costs of new apartments.

Box 4.4 Demographic development and economic growth

Population decline awakens fears because the population numbers are, from an eco-
nomic standpoint, an important factor of economic growth; the population thus repre-
sents human resources, which form one of the wheels in the motor of economic devel-
opment. Population growth also leads to the broadening of the market. Thus it should
follow that population growth is a stimulator of economic development. Yet as Speng-
ler (1964) has shown, from the economic standpoint, population growth in modern so-
cieties absorbs resources, which would otherwise be used in increasing economic and
human capital. A decreasing number of employed people can be compensated by
greater investment. For instance, Coale (1963) states that each one percent increase in
the number of the labor force requires an investment of three percent of national reve-
nue. Spengler estimated that a one percent increase in the number of population re-
quires an investment of four percent of national revenue. Furthermore, more children
in families also mean fewer possibilities to save, and fewer savings in the economy
thus lowers the vrate of investment. Because population growth entails
a greater share of economically dependent children, Spengler assumes that if, accord-
ing to this mechanism, the share of the population in its economically active age drops
by about 1-5 %, the ratio of per capita potential productivity would drop by about the
same rate.

Nor do the works of several well-known sociologists and economists (e.g. Espenshade,
1978; Easterlin, 1996; Cutler et al., 1990) confirm assumptions about the possible
negative effects of an aging population on economic growth. In contrast, data from
advanced countries suggest that economic growth in modern societies continues on
even despite falls in the population. This process is not difficult to explain; if so-called
human capital (educational level of the population, its labor skills and motivation) is
one of the most important factors for the performance of contemporary economies, it is
not the number of people in the economy which is decisive but a more educated work-
force equipped with modern management and communications.

Approximately one half of the housing stock constructed during the last regime was not
built by the state but by people for themselves. The generation of parents of today’s young
couples acquired its housing at artificially low prices for building materials, public trans-
portation, cheap unofficial labor, and in many cases even using stolen construction and
installation materials. All of these opportunities disappeared overnight. Even though the
necessary deregulation of prices in 1991 and 1992 was accompanied by a growth in wages
(such that more and more households are returning to their former living standard and
many have already surpassed it), for the majority of households this growth in purchasing
power did not extend to the commodity which is decisive for starting a family - own house
or apartment. The majority of new potential families are not capable of mobilizing the
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necessary half million CZK (or more in bigger cities) for a small two-room apartment, not
even with financial support from the extended family.

The actual squeeze on the marriage market has been accompanied by a housing short-
age, which has a long-term character. In the Czech Republic, there are presently 360
apartments per 1000 citizens, which is substantially lower than in Western countries. The
approximate housing deficit at the beginning of the 1990s was estimated at 110,000—
120,000 (Andrle and Dupal, 1996:94) or even 206,000 dwellings (Dousa, 1993). Because
the number of ‘census households’ (i.e. the core family consisting of parents and children)
has risen over time, the general squeeze on apartments will not improve in the near future.
According to the 1991 census, two or more households occupy approximately 9 % of all
permanently occupied apartments. Only in a small number of instances is this due to in-
tended cohabitation, while in the majority of cases it is the undesired outcome of the hous-
ing shortage. From another perspective, 84 % of ‘census households’ lived in their own
apartments, and 16 % of the others share their apartments with other people — parents or
other relatives.

There is a housing shortage across the country, but its urgency is not the same every-
where. Housing is more accessible in smaller, less industrialized areas with few employ-
ment opportunities and is in shortage in areas where there have been an abundance of jobs
(Zprava, 1996:75). This is reflected also in housing prices, which are the highest in attrac-
tive cities — Prague, Brno, Zlin, Karlovy Vary, and Hradec Kralové (Malota, 1994). Thus
inhabitants of the larger and desirable cities also have serious problems with housing (es-
pecially families with dependent children) (Andrle and Dupal, 1996). Any savings gener-
ated from living in a less expensive apartment outside of a big city is often outweighed by
the time and financial burdens of commuting to work. In some areas, these expenses are so
high, it has a negative effect on the labor market.

Figure 4.6 Constructed dwellings by sector of ownership
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It is above all young people who have been the victims of the housing shortage. This
situation, in which more than one-third of the population between 25-29 does not have its
own apartment, cannot be maintained further (Mladi, 1995:1). The number of finished
apartments dropped from about 44,000 in 1990 to less than 13,000 in 1995. In the overall
structure of housing construction, family homes dominate, while the construction of coop-
erative and rented apartments has fallen to a minimum. This has occurred despite the fact
that there would be a great demand for them among young families — were they to be fi-
nancially affordable (Figure 4.6).

In the increasing costs of the transformation come together all three explanations for the
drop in marriages and birth rates in the 1990s. These indicators are often used by those
who explain the unfavorable natal conditions as a result of economic distress. This applies
particularly to the lower wage categories, the living standard of whom fell not only below
the previous standard, but often also below the level where they still desire to have chil-
dren. However, even those who point out the positive side of changes and explain this
drop as increasing opportunity costs given the new chances also note that the existence of
a group with immense purchasing power pushes the prices of apartments up, and with it
also the initial expenses of starting a family. Moreover, demand for apartments is, due to
an unfortunate coincidence, increased because the more numerous age-groups in the popu-
lation wave from the mid-1970s who entered into adulthood during the early transfor-
mation as enormous human capital, are now starting families and competing for the scarce
housing resources.

4.5 Transformation in the reproductive climate as component of cultural
change

For already the second decade, advanced countries have been experiencing a situation in
which the rate of population growth is approximating zero or has even reached negative
values. In light of the fact that in this same part of the world during the same two decades
has experienced a continuously decreasing mortality rate, stagnation in the growth of the
population is unambiguously the result of long-term low birth rates. In Europe for the past
twenty years fewer numbers children have been born.

The causes of this are multifaceted, however when viewed from a sociological perspec-
tive it has its logic. Unprecedented economic growth, which the Western world experi-
enced following the Second World War went hand in hand with the massive development
of democracy and the welfare state. In addition, it was accompanied by an unprecedented
increase in the educational level of young men and women, and a historically unique
number of women working in paid occupations. This development necessarily reflects the
life philosophy and value orientation of newly emerging generations. The value of the
openness of life-chances, equality of opportunities, freedom and personal independence,
an emphasis on participation, and the unique price of each person in his individuality radi-
cally changed the social climate. The Western world today is distinguished by an enor-
mous plurality in opinions and ideologies.

This differentiation of life values and life-styles gradually began to be expressed within
family types and partner coexistence. The decision to marry and start a family is above all
a personal and emotional act and the conscious choice of a particular life-style. It is also a
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choice which is free of traditional fatality because the other available alternatives are no
less interesting from the economic standpoint, and at the same time, are equally advanta-
geous socially (Gidens, 1992; Beck, 1986; Beck and Beck-Gernsheim, 1990). Former
rigid standardization of human behavior, reaching to the deepest private level, lost much
of its formative power. Also, the economic necessity is much weaker, which in the past
strictly limited one’s options.

The significant social and economic advancement of women played a decisive role in all
of these transformations. Higher level of education and greater participation in the labor
market among women led to an unprecedented independence from marriage and husband,
and to basic changes in a woman’s role in the family. Emphasis on the autonomy of the
individual also increased, whose freedom and equal position in the partnership of two
people led to new reproductive and partner strategies. There became increasing numbers
of unmarried couples living together, a higher number of children born out of wedlock
(including second and third child), single-parent families, postponing first births up to the
age of 27, the legitimacy of the decision not to have children, and the overall reduction of
the number of children.

These processes did not occur in the Czech Republic, although many structural trans-
formations took place which were a backdrop for these developments in Western coun-
tries. The living standard in Czechoslovakia following the Second World War increased
rather rapidly and education and employment among women was among the highest in the
world at the end of the 1960s and early 1970s. The so-called ‘dictatorship of proletariat’,
cherished by the Communist Party, had its own implications: it made the development of a
plurality of thought systems impossible and repressed the mass development of democra-
cy. Czech society had thus become frozen and retained many characteristics of traditional
and patriarchal societies.

The floodgates opened only following the political revolt of November 1989, allowing
the powerful modernizing stream to fill the Czech basin. Its effects in the area of popula-
tion behavior — such as the postponement of weddings and a drop in the number of births
— are far reaching, however wholly logical in their development. In judging these trends, it
is first necessary to avoid two basic errors. The first is the tendency to mistake average
behavior with dominant behavior as the only possible type of behavior. The second is that
these newly forming trends are seen as mechanically extending off into the future, as if
society has somehow lost its bearings and feedback.

Even the most visible trend towards reduction in the number of children must be seen as
part of the basic element in the pluralization of life and reproductive strategies. Analyses
of birth rates in advanced countries show that the drop in the average number of children
in families did not occur such that year after year all women progressively had fewer chil-
dren. Rather, the share of women without children increased and the average number of
children among the rest had only imperceptibly decreased. While at the same time, a small
but from the future perspective not unimportant group of people emerged among whom
larger families were privileged over the propagation of consumption (Librova, 1994). The
increase in infertility and high-risk pregnancy, which have become common diseases of
civilization have also had an influence on this differential; the greater freedom to decide to
have children or not remains, however, decisive.
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This trend must also be anticipated in the Czech Republic. If possibilities to start a fami-
ly do not become too deformed by the situation caused by the housing and labor markets,
there is no reason why the traditional image of the Czech family with two children must
change. It is very likely that the number of couples who opt for a life-style in which there
is no place for parenthood is increasing. Yet even in this way the Czech Republic is ‘re-
turning to Europe’. During the past regime, only 5.5 % of women remained childless. It is
possible to understand how unnaturally low this number is by keeping in mind that accord-
ing to health research, 4 % of the female population is barren. Additionally there are other
relevant statistics — 3—-4 % of women are leshians, 3% are mentally retarded and about
6 % are seriously disabled; approximately every seventh woman is unfortunately not
equipped for parenthood.

Historically, the share of life-long childlessness — whether among women in couples,
married, or alone — has fluctuated around 15 % and hard times have periodically raised
this number. In the years following the Second World War, the number of childless wom-
en in Czechoslovakia and in other developed countries dropped to 5 %, but the significant
rise in living standard and ways for freely choosing one’s life-style (but also pressure from
competition on the labor market, consumer ideology and success) soon raised this number.
In the West today, approximately one-fifth of couples are childless, the majority as a re-
sult of their own decision. For the Czech Republic a demographic estimate was formulated
for the present period of ‘building capitalism’, according to which the share of life-long
childless couples will exceed 30 % among age cohorts considered to be the most advanta-
geous for starting a family (Kucera, 1996). One-third of permanently childless couples
could pose a serious threat to the reproduction of the population. This undoubtedly high
number still means that if a deep decline were to occur, more than two-thirds of couples
would be successful in their efforts to start a so-called ‘standard family’.

A second question remains as to how long the increasing decline in the number of new-
born children and growth in postponed marriages will continue, where will it stop and
whether we may expect an eventual reversal of this trend? Without unnecessarily feeding
speculation, it is possible to show that the development in advanced countries has alto-
gether stabilized just under the reproductive level. The lowest total fertility rate in West-
ern Europe is found in countries with little economic potential and a sharp drop in growth
(in Italy and Spain, the total fertility rate has sunk to 1.2 children per woman). In countries
which have maintained a strong economy over a longer period, birth rates are relatively
higher (in Norway, the Netherlands, and Denmark, as women on average give birth to
1.6-1.8 children). And so, to determine the future outcome of these developments in the
Czech Republic, it must first rejoin the group of wealthy European countries.

The internal causes leading to the deferment of marriage in the Czech Republic differ
according to socio-economic status. Drastic increases in costs of living have affected poor
young people who live in the countryside, while in cities the biggest obstacle has been
finding housing. Unemployment is beginning to play a role only in certain disadvantaged
regions. It is not possible to expect that couples who are deferring marriage will have an
average number of children, even if they plan in advance. Even if the housing market were
to open up, making relocation possible, it is not likely to expect that among the rural
population (where families with more members were common) the overall difficulties
would be resolved. The family house, built not long ago for young couples by their par-
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ents (often with their own participation), has too great an economic value for them and
belongs to the most important assets of the rural Czech family. Here, a special type of
family is being formed, one which has in relative terms a substantial property base. This
property, however, is the house to which they are bound, and their wages are often near
the living minimum, resulting in the category of ‘affluent poor’.

The situation is more clear among younger people from the upper classes or with aspira-
tions of attaining higher social standing. Part of this group is postponing marriage in order
to invest in education, wait for graduation, and to land a professional job. Their share in
the population, however, is increasing only in a negligible degree — by only 3 percentage
points between 1990-1995. If the demand for higher qualification on the labor market
does not decline, it may be expected that as these types of people become established in
their occupations, the majority will be able to realize their family dream. Of course,
among these social classes, families tend to have at most two children.

For those people who did not make it to university, the likelihood of realizing this type
of postponed family dream is less certain. This also includes people who did not apply to
university, taking advantage of the unique opportunity to become established in occupa-
tions which in Western countries are occupied exclusively by people with university edu-
cation: banking, journalism, social work, tourism, and to a certain extent construction.

At the time when these types of people who intend to start a family (the “‘undeferred’ use
of opportunities for socio-economic advancement), may face more difficult economic
conditions and increased competition. This pressure will come both from better prepared
age-groups, which are today attending university, and also from the general conditions, as
the Czech economy and labor market continue to open up to European and global compe-
tition. Only those who are able beat the competition will be afforded true space for family
behavior — and it remains to be seen if this space will actually be taken advantage of. But
even defeat in the battle for success may lead to the realization that the family is an im-
portant value in itself.

4.6 Conclusion

Every social change or transformation brings with it certain costs and benefits. Among the
costs of transformation, which has instituted a free political and economic system in the
Czech Republic, has also brought a drop in fertility (maybe even below the level in ad-
vanced countries), and consequently a recess in the age pyramid. Its depth will be deter-
mined by the level to which fertility indicators return and when it happens which is of
course dependent upon many factors, among which the most important and predictable is
the access to housing for couples who want to have children.

If birth rates continue to remain at today’s low level for a longer period of time, the
Czech Republic will enter the EU as a country with an extremely aged population. In this
case, it would be possible to expect strong immigration pressure and in certain sectors the
need for foreign workers. Inextricably linked to this would be the growth of the share and
social importance of different ethnic groups. Ethnic diversity is generally considered to be
beneficial and has thus far been very low in the Czech Republic. An increase in diversity,
however, is often accompanied by social unrest and difficulty in adaptation by all parties,
as was the case in France at the end of the 1950s and early 1960s after a large wave of
immigration from Algeria, in the UK in the 1960s and early 1970s after widespread immi-
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gration from the colonies of the former British Empire, and the Netherlands at the begin-
ning of the 1980s with the assimilation of Surinam immigrants. To assume that the Czech
Republic will not be affected by such problems already today seems unrealistic. Although
reproductive behavior is above all a personal issue and the statistical summarization
makes for rather uninteresting reading, which fails to capture much public interest. How-
ever, in certain periods it can become a hot political issue.

How many children someone has and who has none at all is certainly a deeply private
decision. However, regarding its aggregate result, its social determination is clear. Deep
recesses in the age pyramid (which is justifiably referred to as the ‘tree of life’), although
not permanent, still leave irrevocable traces for decades and they continue to have a real
impact. The low number of pensioners today, which is advantageous for the present state
budget, reflects the population climate during the First World War, while at present the
university system is incapable of handling the mass of children from the baby boom of the
early 1970s. Their impact will be visible for decades to come as indicators of the competi-
tiveness of the Czech economy on the European market.

The first period of the Czech social transformation, whose character has also been influ-
enced by the fact that at the head of government stood an economist representing
a particular outspoken economic school, occurred coincidentally at a time when an un-
precedented number of young people entered economic life. Conditions during the first
decade of the building of the new state have not been favorable towards starting families
and in the public space there is little room for thinking in other than economic terms.

As we have attempted to show, the fact that the vital capacity of these age-groups will
not be fully reproduced in their children, itself will not create a serious imbalance in re-
sources. Of more serious consequence to the future is that the priority of economic con-
siderations by the first two governments of the Czech Republic has led to an undervaluing
of the cultivation of human resources. Not enough was invested into making higher educa-
tion generally accessible to large numbers of young people. The strong age cohorts which
entered Czech society in the first eight years of the transformation were ready to postpone
their plans for parenthood in order to take advantage of the opportunity to achieve the
highest possible skill levels. Because many of these young people who had deferred
parenthood and met university standards did not succeed because there were not enough
opportunities, this generation will enter Europe not only with fewer children, but also with
lower qualifications than their European counterparts.

While it may not be just, intellectual capacities are inherited both genetically and social-
ly. In this respect, this generation has suffered a double loss as many intelligent and capa-
ble young people received a worse education than they would have had otherwise, and
they will also have fewer children than they had planned. In another quarter of
a century, when Czech universities will be forced to compete fiercely to attract students
and the Czech economy will rely precisely upon a quality of human resources, today’s
priorities, reflected in the population processes on the market, will still continue to be pre-
sent, in exactly the same manner as today’s situation on the labor market continues to be
influenced by the priorities of the Communist government during the 1970s.
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Part Two

Economic and Social Inequalities






5 Inequalities in earnings, incomes, and
household wealth

Economic inequalities, suppressed during the communist regime, now play a key role in
three areas. From an individual and narrowly economic point of view, they have an im-
portant motivational role, beginning with the choice of school and ending with an individ-
ual’s work performance. From the social and societal perspective, they have both
a differentiating and integrating function: they are a tool for distinguishing the social clas-
ses and, simultaneously, link them together. Finally, from the psychological and political
perspective, the degree of perception of the legitimacy of existing disparities has an im-
pact on political preferences and stability of the regime. The individual points of view are
obviously interrelated and linked to the general system of economic inequalities, which is
rapidly changing. The increase of differences in income and wealth are among the most
striking outcomes of the transformation.

Economic inequalities should be seen as a functionally interconnected system: differen-
tiated earnings determined by work performance comprise family income, which is the
source of consumption and wealth. The interconnection of various types and levels of
economic disparities is much more problematical in practice than it seems in theory. In
any modern society, redistribution channels provide income for the needs of sections of
the population and obviously there is also an intergenerational transfer of incomes and
property. The flow of redistribution was taken to an extreme during the period of ‘really
existing socialism’, with the aim of bringing individuals as well as families under the con-
trol of the totalitarian state. Links between work performance and family income, as well
as between household income and consumption, were also destroyed. The present trans-
formation, among other things, aims to correct those distorted links into a normal shape.
Data on economic inequalities are rather abundant but analyses of their individual sections
(personal earnings, household incomes, family wealth) are separated. Using various
sources we have tried to put together individual information. First of all we briefly de-
scribe the meaning of the change from a command to a market economy, then we ask how
the distribution of personal earnings and the remuneration of various work categories have
changed. Later, we discuss household incomes, their distribution and the main factors
which influence them. In connection with incomes, we also briefly mention family wealth.
Although the recent changes in this area have been the most pronounced, data are more
scarce than elsewhere. Finally we compare the ‘objective’ changes with their ‘subjective’
perception by the population, and discuss the legitimacy of economic inequality in the
eyes of the population.
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5.1 System change: from equality in need to market performance

The ‘really existing socialism’ in former Czechoslovakia was known not only for its ex-
traordinary wage equalization but also for the fruitlessness of debates about how to change
it. At the end of the 1950s, when this debate began with the regime’s effort to increase the
efficiency of the command economy, the communist system of distribution was firmly
fixed. Just like a peacetime army, workers had to be fed and given a chance to build their
families. Thus ‘really existing socialism’ had achieved Karl Marx’s interpretation of clas-
sic capitalism, according to which the capitalist exploits workers by not paying them for
their performance but just the minimum wage necessary for the maintenance of the labor
force and family survival (Marx, 1954).

Following the needs principle, the number of heads (whether citizens or workers) was
the most important factor, and little account was taken of differences in individual perfor-
mance. Despite its centralized character, the state controlled every section of distribution
separately (earnings, household incomes, consumption expenditures, and wealth), thus
weakening or even completely abolishing their interconnections (Picture 5.1A). Earnings
were leveled but certain categories of workers considered to be of special importance to
the regime were favored. Household incomes were determined by the number of economi-
cally active members and not by their economic contributions. Consumption expenditures
were regulated by the turnover tax and by the control of supply: basic needs (especially
foodstuffs) were favored, while ‘luxury’ (mainly durable goods) were restrained. Family
wealth was usually formed outside normal structures of consumption and originated from
the informal economy, intergenerational transfer or long-term savings.

The transformation aims to correct these disrupted links and to strengthen links between
individual components of the distribution system. This develops within the framework of a
general principle of the restoration of personal responsibility for an individual’s fate. The
introduction of market mechanisms into the system of distribution also leads to an inter-
connection of various distribution components: differentiated earnings determine house-
hold incomes and their level is then (due to undistorted prices) directly reflected in ex-
penditures, which also decide the household wealth (Picture 5.1B). This is the elementary
economic interconnection, which in principle determines the socio-economic position of
persons and households. However, this is only a simple theoretical model, which in prac-
tice has a number of deviations and shortcomings. Nevertheless redistribution still exists,
but its scope is shrinking and its channels are clearly distinct from the primary distribution
of resources.

However slowly and problematically, economic and market aspects are becoming the
most important factors of income inequality, surpassing demographic characteristics. Fol-
lowing the abolition of the administration of resources on the basis of reproductive needs,
distribution according to a worker’s contribution to the national product is taking root.
This is also influenced by such individual characteristics as qualifications, effort, respon-
sibility, and willingness to take risks. Thus rather than focusing on basic needs and the
most egalitarian way to satisfy them, a whole spectrum of civilizing needs has appeared,
which is unequally spread across the population.
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The former bureaucracy, which proclaimed to represent interests of the working class
(while it tacitly but efficiently enhanced interests of the ruling class), has been pushed out
of its role as the main distributor. Numerous individual actors have arrived on the scene,
organizing themselves into social categories and supporting their interests by forming as-
sociations and lobbying.

Picture 5.1 Relationship between segments of economic inequality

A. COMMAND SYSTEM
Demographic (reproduction) characteristics €«
RESULTING EARNINGS

Size and composition of households €«
RESULTING INCOMES

Basic needs of households <«
RESULTING EXPENDITURES

Non-economic conditions of access <«
RESULTING OWNERSHIP

B. MARKET SYSTEM
Human capital and other marketable characteristics
RESULTING EARNINGS
v
Economic status of members and family
RESULTING INCOMES
v
Consumer preferences
RESULTING EXPENDITURES
v
Incomes and accumulation
RESULTING OWNERSHIP

Various paths are thus coming together via a single road. The transition from one sys-
tem of distribution to another reveals its connections in: 1. The process of formation of
human needs, where consumer preferences based on subjective hierarchies have replaced
the administration of needs based on bureaucratic determination of so-called objective or
rational needs; 2. The formation of social structure where the status and values of the
middle class have become the criterion of development, instead of the material and ideo-
logical hegemony of the working class; 3. The functioning of economic inequalities,
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where external bureaucratic control of various areas of distribution has been replaced with
internal economic connections. This transition has been by no means easy, but rather a
complex transformation in which society simultaneously shows communist and post-
communist, pre-capitalist and capitalist characteristics, combined with proper transitory
aspects.

The actual economic inequality must be therefore be understood in this wider frame-
work. Various types of disparities between people uncover the functioning of a system
where the market and state interact. The economy must create sufficient work incentives
by giving better rewards for more efficient workers and for more creative and business-
minded people. At the same time, it should not tolerate dysfunctional inequalities. The
state, on the other hand, must not allow the destruction of the social tissue, which connects
people’s activities. Social disintegration could be caused by unbearable or immoral ine-
qualities resulting from the abuse of monopolies or corruption. It is not easy to maintain a
balance on the edge of economically efficient inequality without allowing it to slide into
social disintegration. Dysfunctional deviations can also appear in both directions and ex-
pectations stemming from the communist regime make the decision-making even more
difficult.

5.2 Earnings: strengthening of skill disparities

The start of the economic reform and the changes which accompanied it in the social
sphere, had both a leveling and differentiating effect on earnings and household incomes.
On the one hand, all income minima increased (a minimum wage was set and later in-
creased, the subsistence minimum was codified, and a regular valorization of pensions
was introduced). Simultaneously, wage growth remained regulated for a long time. On the
other hand, by opening the doors to private business and foreign companies, a space was
made for a considerable rise in incomes. The existing income sources were complemented
by revenues from speculation and tax evasion, caused by legislative gaps and malfunction-
ing finance institutions. Unfortunately, there is no detailed information about this area.
Statistical data about the inequality of earnings after 1989 are not unambiguous (Table
5.1). On the one hand, micro-census surveys and time series of wage statistics display
a considerable widening of disparities. This occurred in various periods differently.
Whereas up until 1992, the fastest changes concerned only high categories, which have
moved upwards. After 1992, there were also low wages which began to move downwards.
On the other hand, neither statistical wage surveys conducted in 1996 and 1997 (in which
we can better calculate hourly wage), nor do EEA surveys confirm the relative drop of
low-wage categories. According to wage surveys, the decile ratio increased from 2.45 in
1989 to 2.8 in 1997, i.e. about half. In any case, data indicates that earnings inequality has
been set in motion and the Czech Republic is not far from its Western neighbors in this
sense. In contrast, however, there are only small differences in wage distribution in the
middle of the earnings distribution; we can even see a certain relative compression.
Change in the overall range of earnings brings only a basic statistical picture. More im-
portant is who gains and who loses in the course of this change. Various characteristics
and properties of workers play their role here. According to the theory of human capital,
these characteristics have an important determining impact on productivity of labor. Skills
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required by education and experience determine a worker’s earnings (Becker, 1964).
From this point of view, communist Czechoslovakia was among those countries where the
least value was given to education. This was true not only in comparison with the West,
but also with other communist countries of CEE. The return to education, especially on
the university level, has increased significantly during the transformation period. The
wage level of university educated employees increased in relation to the average from
134 % in 1988 to 144 % in 1992 and even to 165 % in 1996 (Table 5.2).

Table 5.1 Distribution of earnings

Decile groups Microcensus Wage surveys EEA

and gross earnings gross earnings net earnings
coefficients 1988 1992 1996 1989 1993 1995 1997 1993 1996
1 53 50 3.9 47 44 36 46 48 44
2 6.6 6.1 55 65 56 49 59 56 53
3 7.4 69 6.6 73 66 61 69 64 6.3
4 8.3 77 75 82 74 72 77 12 171
5 9.2 85 84 91 84 83 85 81 79
6 10.0 94 94 101 94 94 93 90 88
7 10.9 104 104 11.0 10.7 10.7 10.2 105 10.0
8 12.0 11.7 118 122 122 124 11.0 121 114
9 13.3 13.8 141 13.7 146 149 131 141 143
10 170 205 224 172 207 225 228 222 245
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Robin Hood In- 13.2 164 187 141 182 205 17.1 189 20.2

dex

Coefficient Gini 0.19 0.23 0.24 - - - - 0.25 0.27
Source: Microcensus 1989, 1992 and 1996; Wage surveys 1989-1997; EEA, January
1993 and January 1996.

Note: In 1993 and 1995, estimates in section ‘wage surveys’ were constructed from vari-
ous sources and their validity is therefore limited.

Table 5.2 Earnings by education and sex (% of the average)

Education Total Men Women
1988 1992 1996 1988 1992 1996 1988 1992 1996
Elementary 90.5 75.7 69.6 905 81.0 73.0 93.1 80.3 746

Vocational 954 929 876 954 903 8.9 939 852 818
Secondary 101.4 103.7 106.9 102.2 1045 1103 1043 1126 1127
Tertiary 134.0 144.0 164.7 124.6 140.0 161.3 133.1 1454 160.7
Average 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

In % of total  100.0 100.0 100.0 115.3 119.3 116.4 79.6 778 817
Source: Microcensus 1989, 1992 and 1996.
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Table 5.3 Earnings by branch of employment (% of the average)

Branch 1989 1990 1991 1992 1993 1994 1995 1996 1997
Manufacturing 104.4 103.8 103.6 103.5 101.3 99.9 99.7 99.1 100.5
Construction 111.2 109.9 106.6 108.2 112.3 110.6 108.1 105.1 104.9
Agriculture 108.2 109.6 97.7 91.8 87.7 850 84.2 80.7 795
Transport and commu-

nications 106.4 104.6 103.2 99.1 97.5 98.7 100.8 101.8 105.8

Trade and catering 83.8 850 86.2 90.1 886 91.6 884 87.8 98.1
Health and welfare 90.1 926 96.6 945 950 93.9 921 93.7 90.0
Education 89.8 88.1 90.3 90.6 90.3 91.7 90.9 929 88.1
Banking and insurance 98.3 102.0 136.9 169.6 177.7 175.2 1715 169.6 174.5
Administration and

defense 101.3 100.4 105.3 114.6 117.8 120.7 117.6 118.3 110.2
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Statistical Yearbooks.

Box 5.1 Statistical surveys of wages

Wages and other earnings are surveyed either by reports from firms and organiza-
tions, by questioning individuals, or through their employers. Whereas in the first case
we can analyze only such dimensions of wage distribution which entered into these re-
ports, in the second case the analytical possibilities are much greater, because any
combination of the surveyed personal or household characteristics is possible. A typi-
cal example of the first approach is the Wage Surveys, a continual series which began
in 1959. However, they only provide data on the number of workers according to wage
levels and their basic sections according to sex and branch of industry. An example of
the second approach is the Microcensus Study, which is focused mainly on household
living standards. In addition, the Czech Statistical Office has several times conducted
(the first in 1988) wage surveys based on the organization’s agenda. Since 1996 this
type of survey has to be completed every year according to recommendations of
EUROSTAT, including firms and organizations with ten or more employees. Whereas
there is only a sample of units under one thousand employees, all companies with
more than one thousand employees are included.

Differences by branch of employment are also important, despite the fact that a signifi-
cant equalization of the former disparities has occurred. In the communist regime, licen-
tious efforts were made to express both the reproduction needs (heavy manual work was
rewarded better) and planning priorities reflecting the so-called ‘social significance of
work’ (not only heavy manufacturing industry, but also the army, police, and top bureau-
cracy). Whereas wages in the production sector have dropped during the transformation
and have approached the wage average from above, wages in the tertiary sector have ap-
proached the average from below (Table 5.3). A leap upwards can be seen in the financial
sector and even in state administration. At the opposite end stand public sector employees,
for example, in health care and especially education, where the level of salaries remains
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low and shows no signs of increasing. A widening gap between the private and public
sector has become apparent despite the temporary standstill caused by wage regulation in
the production sector.

Table 5.4 Analysis of variance of earnings (% of total variance)

Factor Men and women Men Women
1988 1992 1996 1988 1996 1988 1996

Main effects 4538 40.01 41.21 23.34 27.02 26.10 34.65
Sex 2651 2114 1741 - - - -
Age 7.42 1.21 0.68 12.38  0.50 8.79 1.70
Non-manual 0.03 0.14 1.83 0.04 1.65 0.00 2.65
Education 5.85 6.65 5.67 6.09 7.00 12.89 6.88
Locality 0.65 1.43 1.37 1.19 1.39 1.49 2.00
2-way interactions 2.43 272 129 282 135 0.00 1.24
Explained 4781 4273 4250 26.15 28.37 1445  35.89
Residual 52.19 57.27 57.50 73.85 71.63 85.55 64.11
Total 100.00 100.00 100.00 100.00 100.00 100.00 100.00

Source: Microcensus 1989, 1992 and 1996.
Only economically active outside agriculture 25-59 years of age.

Box 5.2 Analysis of variance

Analysis of variance tests the hypothesis that the group means of the dependent varia-
ble are equal. The dependent variable is the interval level and categorical variables
(called factors) define groups. In our case the dependent variable is the logarithm of
earnings and independent variables are sex, age, intellectual or manual labor, and re-
gion. Age is monitored in five-year categories, the variable of non-manual work has
only two values, education four degrees (elementary, lower specialized and appren-
ticeship, secondary and university), and regions correspond to the former administra-
tive units. In Table 5.4 (and further in Tables 5.9 and 6.3) we display percentages of
variance explained by each individual factor while controlling for the other factors.
The main effects exhibit the percentage of variance explained by all variables together
and therefore usually give a higher value than their sum. Because individual factors
not only function on their own, but also in connection with others, it is also important
to monitor these interactions. In this case their weight is small, so we list only interac-
tions of the second order and neglect the higher orders. All figures in this and the fol-
lowing chapter are statistically significant at the highest possible level.

Analysis of variance in Table 5.4 includes only a few factors comparable across time. In
the changing context of wage distribution, the weight of previously prevalent demographic
characteristics (sex and age) has decreased. In addition, the percentage of variance ex-
plained by all the monitored characteristics together had also fallen. On the other hand, the
percentage of variance explained by the difference between intellectual and physical labor
and by regional differences has increased. The stable percentage of variance explained by
education means that the level of education serves mostly as an indicator of the character
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of work. The analysis of variance done separately for men and women show very different
results. While the individual factors among men functioned autonomously and could thus
be added, wages of women were determined by the monitored characteristics to a larger
extent in their entirety. This means that among women, one type of handicap (e.g. age)
could not be substituted for an advantage of another type (e.g. education).

Since the demise of the communist policy of balancing regional differences, the effi-
ciency of manufacturing and unequal flows of public resources has become apparent even
on the regional level. Whereas some regions were pushed forward by the transformation,
others were lagging behind. As Figure 5.1 shows, only Prague and Central Bohemia were
relatively advantaged in contrast to all other regions. This was caused by the abolition of
previous leveling pressures as well as by the boom in the metropolitan region. In this,
management and finance had accumulated and disproportionately expanded branches dur-
ing the early transformation period. In contrast, the decline of the North Moravian region
was especially remarkable, due to the loss of former privileges given to mining and heavy
industry.

Figure 5.1 Gross wages by regions (% of national average)

%
140

120

100

80 H

60

40

20

o LB | bepdiit ] b R [
Prague Mid. Boh. South Boh. West Boh. North Boh. East Boh. South Mor.North Mor.

E11989 £11997

Source: Wage surveys.

Individual dimensions of the wage structure are combined in relative positions of occu-
pations (Table 5.5). An improvement of specialists and increasing disparity between intel-
lectual and manual occupations is quite apparent. Whereas lower specialists maintained
their relative position, both skilled and unskilled manual workers have declined consider-
ably. Among university educated specialists, the range widened between employees in
management, finance and justice on one side, and those in the education, health care and
research on the other. Entrepreneurs reached the level of higher specialists, while the self-
employed are positioned a little bit lower. Especially in this sense we may suspect that
earnings data are somewhat underestimated, due to both the uncertainty in determining the
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assumed ‘personal wage’ of entrepreneurs, as well as the intentional distortion of declared
incomes.

Table 5.5 Earnings of typical occupations (% of the average)

Occupation 1988 1996
Miners 209.8 138.1
Bricklayers 104.2 92.6
Drivers of public transport 129.5 102.7
Engineers 128.9 111.0
Salesmen 71.3 65.6
Teachers of elementary schools 107.8 94.3
Teachers of secondary schools 115.9 108.7
Nurses 86.1 68.6
Doctors 147.5 157.9
Judges 152.4 199.9
Lower specialists in finance 107.1 170.7
Managers in finance 195.8 332.0

Source: Wage surveys.

If we summarize changes in the wage structure thus far, we can see pronounced shifts in
earnings disparities in comparison with the command economy. Demographic attributes
such as sex and age were determining factors and where qualification credentials and the
‘political importance’ of the job decided more than actual skill and performance. Together
with rising disparities, education and especially position in the hierarchy of management
have gradually come forward during the transformation. This does not necessarily mean
that the formerly important differences cease to be relevant. However, because they func-
tion in the context of a wider differentiation, their relative weight is lower than before. We
must also not forget the transitory impact of the privatization process, which produced, a
higher return to education in companies with foreign ownership.

5.3 Household incomes: from reproduction to the market model

Household incomes are surveyed by statistics mostly from the point of view of their real
purchasing power. Less interest is paid to relative inequalities. Especially in routine quan-
titative analysis of income data, the qualitative change characterized by the transition from
reproduction to the market model has disappeared. If we understand the ‘reproduction
model’ of income distribution as the prevalence of demographic factors (life-cycle and the
numbers of active earners and dependent children), then the ‘market model’ is understood
as performance-related earnings of workers and accordingly differentiated contributions of
individual members to the household budget. In other words, whereas in the ‘reproduction
model’ the living standard of the household depends mainly on the size and composition
of the household, in the ‘market model,” contributions by individual members are of much
greater importance.
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Box 5.3 Statistical surveys on household incomes

In the Czech Republic, household incomes are surveyed using either Family Budgets
or Microcensus surveys. Family Budgets have been monitored on small samples since
before the war, but a regular series on a panel-like sample of households was estab-
lished in 1958 and has continued until today. In the near future, the present quota
sampling will be replaced by a random sample, according to recommendations of
EUROSTAT. Our analysis is based on a much larger Microcensus survey, in operation
since 1956 on one or two percent of a random sample of households. Between 1958—
1988, wages were reported by employers (and on pension benefits by post offices) and
data are therefore highly reliable. Beginning with the Microcensus 1992, all data has
been reported only by respondents (see Appendix E).

Table 5.6 Distribution of household income

Indicator Per household Per capita
1988 1992 1996 1988 1992 1996
Coefficients and decile ratio:

Variation 0.54 0.68 0.71 0.45 0.55 0.67
Gini 0.29 0.32 0.33 0.22 0.23 0.24
Decile ratio (D9/D1) 5.12 4.93 5.06 2.65 2.42 2.68
Correlations (Pearson coefficients):

Size of household 0.59 055 0.52 -0.64 -051 -0.15
Number of active earners 0.73 0.59 0.61 0.04 0.10 0.18
Number of children 0.29 0.28 0.28 -0.75 -0.59 -0.21

Source: Microcensus 1989, 1992 and 1996.

From the qualitative point of view, we see that after decades of a stable income struc-
ture, inequalities of household incomes have suddenly increased and the correlation be-
tween household incomes has gradually weakened (Table 5.6). The correlation between
income per household and income per person has grown from 0.45 in 1988 to 0.66 in
1996. This emphasizes the fact that disparities in market income are widening to such an
extent that they can even outweigh the impact of the level of participation by a household
in the labor market. In other words, family size and composition are determining less the
living standard of a household, so that even families with fewer earners may still place
higher on the income ladder.

Table 5.7 shows income distribution according to decile groups. In the first period
1988-1992, the relative position of the lower category was maintained, and only incomes
in the top category grew rapidly. Simplified, it was the pre-privatization period of the so-
cio-liberal government, which maintained universal social benefits and kept wages under
control. In the second period 1992-1996, the income range increased from both sides.
This was the privatization period of the self-declared liberal government which replaced
universal benefits with targeted ones, abolished wage regulation, kept the minimum wage
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frozen, and allowed for wages to grow faster than productivity of labor. In both periods
the middle of the income distribution was compressed. These changes are better seen in
the distribution of income per person than of income per household.

Table 5.7 Distribution of household income by decile groups and the growth of real

income (%)

Decile  Per household (HH) Per capita (PC) Real growth in 1988-1996
group 1988 1992 1996 1988 1992 1996 HH PC
1 25 2.9 2.8 5.1 50 44 107.3 82.2
2 4.1 4.1 3.9 6.3 6.5 6.1 90.0 91.6
3 5.9 5.8 5.6 7.1 7.3 7.0 90.2 925
4 7.6 6.9 6.7 7.9 7.9 7.6 83.2 91.6
5 9.3 8.1 7.9 8.6 8.5 8.2 81.0 90.3
6 10.7 9.6 94 9.5 9.1 8.9 82.7 88.4
7 12.0 111 109 10.7 10.0 9.8 85.9 87.5
8 13.2 12.8 127 121 112 113 90.4 88.3
9 151 15.2 154 14.0 13.2 136 96.6 92.0
10 196 235 247 187 21.3 232 119.3 117.7
Total 100.0 100.0 100.0 100.0 100.0 100.0 94.9 94.9
Source: Microcensus 1989, 1992 and 1996.
Figure 5.2 Changes in real incomes from 1990-1997 (1989=100)
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Source: Statistical Yearbooks.

Our analysis is focused mainly on changes in income relations and the relative position
of various social groups. However, we cannot neglect changes in real incomes. As Figure
5.2 shows, real incomes of the population fell only in 1991 as a consequence of the mas-
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sive liberalization of prices, and then increased slowly until 1996. It is important to note
that according to macroeconomic data, the real incomes of the population reached their
initial (1989) level in 1996, i.e. the general revenue statistics look better than the sampling
surveys. Microcensus data is not an exact imprint of macroeconomic values, which is due
to the tendency to underestimate incomes in survey responses. According to our calcula-
tions, the 1988 income level reported in the survey represented 86 % of incomes calculat-
ed in the so-called Balance of Incomes and Expenditures of the Population. This figure
dropped to 80 % in 1992 and 78 % in 1996, according to the newly established National
Accounts.

Box 5.4 Indicators of income inequality

Quantile values. If we rank the population increasingly according to income, values
(quantiles) can be attributed to each nth receiver. If we choose deciles, we obtain nine
values separating each 10 % of receivers; in the case of quintiles we have four values
separating each 20 % of receivers, etc. Thus we speak about the quantile (decile, quin-
tile, etc.) values and calculate the rates of inequalities as a ratio of the quantile values
—e.g. the decile ratio as a ratio of the 9th to the 1st decile.

Quantile groups. By calculating the average incomes within the range from zero to the
1st decile, then from the 1st to the 2nd decile and so on, we obtain ten decile groups.
The ascertained values can be read either as relations to the average income in the
given group compared to the mean (after multiplication by 100) or as a share of the
corresponding 10 % of receivers on the total amount of income.

Robin Hood Index. This is the ‘maximum equalization percentage’ largely used in the
first post-war comparative analysis of income distribution (Incomes, 1967). It involves
taking those decile groups whose share of total income exceeds 10 % (or quintile
groups whose share exceeds 20 %, etc.) and adding the excess of these shares over that
level. Algebraically, it is half the mean deviation divided by the mean. Because it basi-
cally measures the percentage which would be needed to redistribute to obtain an
equal distribution, it was called the Robin Hood Index by Joanna Gomulka and as
such is used in the Micklewright and Atkinson (1992) comparative study.

Coefficient Gini. The Gini coefficient ranges from a value zero (perfect equality) to
one (perfect inequality). Mathematically, twice the coefficient Gini is equal to the ex-
pected absolute difference in income, relative to the mean, between any two persons
drawn at random from the population. Graphically, it is derived from the Lorenz
curve. If income recipients are ranked from lowest to highest income, the Lorenz curve
plots the cumulative percentage of recipient units against the cumulative percentage of
income received by these recipients. The Gini coefficient measures the proportion of
the total area below the line of perfect equality (the 45 °line) that is between the Lo-
renz curve and the 45 °line (Danziger and Gottschalk, 1993:26).

In addition, we should also consider the voice of some economists that the consumer
behavior of Czech households indicated by the purchasing of cars, durable consumption
goods, and tourism puts in question the accuracy of the fall in incomes estimated by the
official statistics (Benacek, 1994). The opening of state borders, privatization and entre-
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preneurial activities have created substantial additional financial resources which have
increased the purchasing power of households, although only of a limited number of them.
Because the statistics of this period were only attempting to adapt to the new conditions
and circumstances, the amount of these resources was underestimated.

Table 5.8 Average size and the composition of households by decile groups

Decile Average size Distribution of chil- Distribution of pen-
groups dren sioners

1088 1992 1996 1988 1992 1996 1988 1992 1996
Per household:

1 1.01 1.07 109 0.8 3.4 6.4 945 822 782
2 1.35 126 133 64 9.9 14.6 66.2 63.2 56.9
3 1.74 195 204 119 10.2 14.3 58.3 65.1 60.8
4 2.22 220 229 231 14.0 19.1 35.1 56.1 47.9
5 2.73 262 276 29.0 25.3 294 20.8 275 2038
6 3.06 3.04 311 333 31.2 324 14.0 16.1 1438
7 3.31 332 328 373 33.3 324 9.7 10.1 119
8 3.50 356 343 378 34.1 315 8.4 88 104
9 3.66 375 360 356 33.8 28.6 8.8 7.6 9.4
10 4.10 387 370 280 30.4 254 10.3 7.2 7.3
Total 2.67 266 266 286 26.4 26.0 225 248 23.8
Per capita:

1 2.63 372 377 08 3.4 6.4 945 822 782
2 291 305 318 64 9.9 14.6 66.2 63.2 56.9
3 3.01 267 259 119 10.2 14.3 58.3 65.1 60.8
4 3.01 251 245 231 14.0 19.1 35.1 56.1 47.9
5 3.02 244 236 29.0 25.3 294 20.8 275 2038
6 2.95 250 235 333 31.2 324 14.0 16.1 148
7 2.79 248 254 373 33.3 324 9.7 10.1 119
8 2.46 258 266 378 34.1 315 8.4 88 104
9 2.14 246 253 356 33.8 28.6 8.8 7.6 9.4
10 1.75 224 221 280 30.4 254 10.3 7.2 7.3

Total 2.67 2.66 2.66 28.6 26.4 26.0 22.5 248 238
Source: Microcensus 1989, 1992 and 1996.

If we display the distribution of nominal income into real income (calculated according
to the Consumer Prices Index), we learn that while the lowest and the highest decile group
have improved their positions, the middle income categories have lost 10-20 % of their
purchasing power. The improvement in the lowest category is, however, misleading be-
cause its social composition has changed substantially: there are fewer pensioners and
more families with children. According to incomes per person, only the highest decile
group has made gains, while the lowest one has lost the majority of its purchasing power.
According to both indicators, income groups above the middle have lost more than those
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below it. The change was therefore highly unbalanced and it is possible to argue that the
development after 1989 was more beneficial for the rich and the poor than for the middle
income categories. To verify this and for a more detailed explanation of past develop-
ments we must look behind the simple income distributions and display various break-
downs and their change over time.

The basic and most simple breakdown is the demographic one. Table 5.8 shows house-
hold size and composition according to the number of pensioners and children in the indi-
vidual decile groups. Important changes occurred during the monitored period, among
which the most pronounced was the replacement of pensioners with children in the lower
part of income distribution. While in 1988 the lower decile group of income per house-
hold was almost exclusively composed of pensioners and the decile group above this by
two thirds, in 1996 children had massively entered into both of these groups. In other
words, the lowest income group ceased to be represented exclusively by incomes from
social transfer (pensioners = unemployed poor = so-called old poverty) and are newly
represented by low working incomes (families with children = working poor = so-called
new poverty).

Instead of using a complicated description of other breakdowns, we use a multivariate
analysis. The aim is to compare two sets of factors of income distribution, i.e. characteris-
tics of the life-cycle or ‘demographic’ variables (age, size and composition of the house-
hold) and characteristics which express capacities of the household on the labor market,
i.e. ‘economic’ variables (education and occupation). The methodological problem of
describing change in its entirety (relatively speaking) is caused by the fact that while de-
mographic description of households is rather easy and available in all Microcensus sur-
veys, their ‘market capacity’ is indicated only in fragments and the necessary characteris-
tics are hardly comparable over time.

Table 5.9 Analysis of variance of household income (% of total variance)

Factor Per household Per capita
1988 1992 1996 1988 1992 1996

Main effects 62.82 2451 3725 5892  38.28 49.89
No. of active earners 24.21 11.61 15.85 2.31 3.30 4.42
No. of children 5.42 3.08 0.73  35.37 14.98 16.30
Age of the head 1.89 0.51 0.65 2.63 0.29 0.27
Non-manual 0.16 2.87 4.17 0.02 2.71 3.80
Education 3.29 1.98 3.50 0.85 1.93 3.42
Locality 0.08 0.84 0.55 0.09 0.98 0.82
2-way interactions 3.16 191 1.64 3.47 1.62 1.33
Explained 65.98 26.42 38.88 62.39  39.90 51.22
Residual 34.02 7358  61.12 37.61 60.10 48.78
Total 100.00 100.00 100.00 100.00 100.00 100.00

Source: Microcensus 1989, 1992 and 1996.
Only households with the head in the prime age range (25-54) included.

Analysis of variance in Table 5.9 shows two different periods. Between 1988 and 1992
the explanation power of nearly all factors under observation had dropped (with the ex-
ception of the distinction between manual and non-manual workers and the size of locali-
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ty) and the variance explained by all factors together had been radically reduced. Between
1992 and 1996 an opposite development occurred, whereby the explanation power of
nearly all factors (except the number of children and size of locality) increased as did the
variance explained by all factors together. The first period included the widespread dis-
mantling of the demographic base of distribution of household income, and the second
period represents the beginning of its structural change based on the market economy.

During the period of ‘really existing socialism’, the Czech Republic was a very specific
case in comparison not only with Western Europe, but even with East European countries.
Since then it has undergone a significant change. In 1988, 52 % of variance in household
incomes was determined by the number of household members, in 1992 this percentage
had dropped to 33% and by 1996 to only 28 %. The same data for Sweden are 31 %,
Germany 24 %, Great Britain 18 %, and Italy 8 %. We see that there are great differences
even among EU countries because these data reflect not only the level of freedom on the
labor market but also social generosity of governments, which use redistribution policies
to bring the market and transfer incomes closer.

In the course of transformation, the profile of household incomes according to life-cycle
was weakened to the benefit of its occupational profile. Due to lack of data, this is repre-
sented in our analysis only by a simple distinction between intellectual and manual work-
ers. Our results would be even more convincing if we had more of comparative character-
istics of families reflecting their capacity for placement on the labor market. Here we face
the problem of the reliability of income data among the self-employed, because they are
inclined to declare the lowest possible income to avoid taxation. It is not surprising there-
fore, that the distinction between the categories of self-employed and employed does not
help to explain the variance in household incomes at all.

5.4 Wealth: old and new sources of inequalities

The development after 1945 and especially the Communist putsch in 1948 led to the de-
struction of previous property both in terms of production capital and real estate (follow-
ing widespread nationalization), and in financial assets of households (through two mone-
tary reforms, which occurred in 1945 and 1953). According to retrospective data, confis-
cation of property affected at least 45 % of the population, particularly farmers. The gap
between low wages and high prices of durable consumption goods (due both to the gener-
ally low purchasing power and price distortions) induced in fact a separation of the for-
mation of family wealth from its current income. Wealth could be generated only by long-
term savings or from informal sources. Family houses were constructed mostly by people
themselves.

While the great majority of households had, at most, modest housing and basic ameni-
ties and many barriers existed to formation of wealth, a propertied elite was nevertheless
gradually established. It was recruited mainly from the political nomenclature and the bar-
ons of the gray economy. Its visible formation was limited by the communist ideology of
equality, which dictated that the actual, i.e. seemingly ruling ‘working class’ was not to be
provoked. Ivo Mozny (1991) put forth the hypothesis that in the end it was the ruling elite
itself which contributed significantly to the fall of the regime. It did so paradoxically by its
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desire to fix its acquired privileges, to use them openly and pass their ‘disposal rights’ to
their children by conversion into actual ownership rights.

Box 5.5 Investigation of wealth

The statistical inquiry of wealth belongs to the most difficult research problems, due to
differences in the assessment of various assets and an unwillingness among families to
report their economic situation. The most advanced in this sense is probably the
French statistics, where surveys on ‘financial assets’, ‘owner’s accounts’ and exami-
nation of housing conditions are conducted regularly, from which a picture of house-
hold wealth might be composed. For example, according to 1992 data, the net value of
family wealth was estimated to be four times higher than the gross annual income: fi-
nancial assets constituted 53 %, household property (apartment and amenities) 38 %
and the material conditions for the job performance 9 %. The inequality in wealth is
obviously much greater than in that in incomes: it was estimated that 5% of the
wealthiest families owns 40 % of the total volume of family ownership (Données so-
ciales, 1993).

Such data are not available for the Czech Republic, due to the underdeveloped statis-
tics and the lack of political will to investigate wealth (the first and the last incomplete
census of wealth was compiled in 1919, as part of monetary reform). In EEA surveys
we only experiment with the question: ‘Imagine you had to report to the insurance
company the value of your wealth, i.e. house, secondary residence, car, garden, fur-
nishings, savings and all other property. How large would be the sum total? Make an
estimate of the current value of the individual items, add them together and place
yourself in one of the following categories’. Whereas the response rate is high, the re-
sults heavily underestimate the actual situation.

The renewal of private wealth and the opening of markets after November 1989 brought
about the opportunity for old wealth to manifest itself and new wealth to be generated.
Several possibilities for the accumulation of new wealth were created: 1. Continual own-
ership and the transformation of ‘socialist’ ownership, capitalized upon through privatiza-
tion; 2. The restitution and repossession of family wealth either by original owners or their
heirs; 3. The conversion of ‘political capital’ into economic capital or the use of infor-
mation for the purpose of transforming state companies into private firms either directly
(where managers became owners), or indirectly (by acquiring control of joint-stock com-
panies); 4. The opportunity to utilize gaps in the legal system for the purposes of tax eva-
sion, dubious business ventures, smuggling, and fraud.

Unfortunately there is no statistical data on the size and distribution of wealth as pro-
ductive and financial capital. This is a kind of ownership whose nature has radically
changed during the transformation. From practically zero, private ownership of capital has
become overwhelmingly prevalent. During small privatization, 40,000 units entered into
private hands. According to surveys, 18 % of the population was involved in restitution,
12 % of which obtained farms, land or woods, 3 % houses or other real estate, 2 % finan-
cial resources and 1 % factories or small businesses (EEA, January 1996). The number of
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private businesses, starting with a few hundred, surpassed one million in 1994 and in-
creased by another 100,000 by 1997. Voucher privatization and the activities of invest-
ment funds and banks drew households into the capital market (for more details see Chap-
ter 3).

Table 5.10 Possession of durable goods (%6)

Items All Poor Difference
1991 1996 1991 1996 1991 1996

Families with children:

Freezer 46.4 505 449 355 -1.5 -15.0
Automatic washing machine 823 86.7 78.1 803 -4.2 -6.4
Color TV set 76.7 937 699 83.3 -6.8 -10.4
Video recorder 120 413 102 219 -1.8 -19.4
Personal computer 6.5 14.6 3.8 4.0 -2.7 -10.6
Telephone 357 521 253 30.3 -10.4 -21.8
Car 704 634 589 34.6 -115 -28.8
Summer house 12.8 10.0 5.6 1.8 -7.2 -8.2
Pensioners’ households:

Freezer 169 314 59 153 -11.0 -16.1
Automatic washing machine 28.7 495 145 233 -14.2 -26.2
Color TV set 410 758 204 520 -20.6 -23.8
Video recorder 0.4 7.2 0.0 2.0 -0.4 -5.2
Telephone 36.7 534 20.0 29.3 -16.7 -24.1
Car 225 305 6.7 8.0 -15.8 -22.5
Summer house 11.8 16.1 2.7 6.7 -9.1 -94

Source: Family Budgets.

Statistical surveys provide data about the ownership of durable goods. In both Family
Budgets and Microcensus surveys, we witness a pronounced upward trend (Table 5.10).
However, in the case automobiles, these data are distorted because a portion were trans-
ferred from ownership by households to private companies. The accessibility of cars has
actually increased substantially. In 1990 there were 233 cars per one thousand inhabitants,
by 1996 it had jumped to 325.

Households are likely to underestimate their wealth either because they do not know its
exact value or choose intentionally to distort it. However, even the rise of estimated
wealth is very pronounced (Table 5.11). The share of households declaring wealth surpas-
sing one million CZK has increased from 5 % at the end of 1990 to 36 % at the beginning
of 1998. This growth can be attributed, in addition to inflation, to a real increase in wealth
from restitution, new business, as well as an increased willingness of households to admit
that they possess more property, at least in fully anonymous surveys. The relationship be-
tween wealth and income, which was very weak in 1989, has continued to strengthen. This
might testify to the greater impact of the market economy on the economic status of
households as well as the fact that formerly separated economical structures are once
again becoming interconnected.
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Table 5.11 Estimates of household assets (% of respondents)

Assets (in CZK) Xl XIl. VI L Xl XL L l. V.
1990 1991 1992 1993 1993 1994 1996 1997 1998
Under 50,000 52 6.9 48 39 34 34 34 34 2.9
50-99,000 11.2 115 93 82 61 56 39 46 3.6
100-199,000 191 150 119 129 103 77 73 13 5.9
200-299,000 171 120 128 104 108 101 90 6.8 7.2
300-399,000 135 114 115 101 126 10.8 10.1 8.0 8.2
400-499,000 115 142 129 131 139 132 128 134 13.6
500-999,000 172 20.8 233 215 229 220 225 224 21.4
1-2 (1-2.9) mil. 45 6.0 112 139 137 19.3 208 245 29.1
3-5(3-4.9) mil. 09 21 22 60 621 79 102 49 5.0
Over 5 mil. - - - - - - - 3.6 2.1
Total 100.0 100.0 100.0100.0 100.0 100.0 100.0 100.0 100.0
Source: EEA.

Note: Beginning in January 1997, the categorization of answers in the interview changed.
Instead of two categories 1-2 million and more than 2 million were included three catego-
ries 1-2.9 million, 3—4.9 million and 5 million and over.

5.5 Legitimacy of new inequalities

The rise of disparities in individual earnings and family incomes has been reflected in the
attitudes of individuals. After the criticism of wage equalization, which was increasingly
voiced during the communist regime, people have since begun to take issue with the exag-
gerated disparities in wages. The comparison of the objective characteristics of wage dis-
tribution and the subjective perception of them shows that the tolerance of greater inequal-
ities in earnings was declining faster than the actual increase in these disparities. The
range between the extreme decile groups of earnings doubled since 1990. Whereas in
spring 1990 90 % of the population were willing to accept greater differences in earnings,
at the beginning of 1998 hardly a half of the population agreed with this.

The increased unwillingness to accept wider earnings inequalities cannot be explained
by one single cause. Obviously, it is in part a return to the egalitarian ideology, deeply
rooted in Czech history of the 19th century, when the Czech nation was practically reborn
from plebeian conditions. It was, of course, strongly assisted by foreign influence, first
German (the leveling of workers wages for the sake of industrial efficiency during the
war) and later Soviet (wage equalization helped to increase employment by maintaining
the wage amount intact). It would be naive to think that this social characteristic, fixed in
people’s attitudes and strengthened by the social system, can simply be suppressed or up-
rooted. Czech egalitarianism has obviously never ceased to exist and after
a short period of liberal euphoria has come to life once again.

Yet it is not enough to explain egalitarian expectations only through ideology and hu-
man envy. The cross-national comparison in Figure 5.3 shows surprisingly that even in
this respect the Czech Republic is no exception. At the beginning of the 1990s, critical

132



attitudes towards wage disparity in the Czech Republic was roughly on the same level as
in Germany or the Netherlands; moreover, according to large segments of the population
(as in East Germany or Poland), wage disparity was considered minimal. We also did not
find any systemic difference between the Czech Republic and Western countries in opin-
ion as to whether poverty results from poor economic opportunities or the economic sys-
tem encourages the unfair acquisition of wealth for some people (Vecernik, 1996 and
1998). Even though the situation described by the 1991 ISSP survey has probably
changed, we cannot assume that in critical attitudes towards economic inequality the
Czech population would differ greatly from their Western neighbors.

Figure 5.3 How large are earnings disparities?
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It was the actual transformation, more than any national ‘psychological constant’ which
has increased doubts that high incomes are rewards for exceptional personal capacities
and performance. Figure 5.4 shows that while the acceptance of eventual further growth in
wage disparity is generally falling, the opinion that competent people should earn more
has remained unchanged over time. In the growing discrepancy between both statements,
we can thus observe strong criticism of the existing reward system. According to many
citizens, such a system enables and even fuels an increase of earnings inequalities while
failing to remunerate better those whose work also for the benefit of others, according to
the well-known comparison of Adam Smith on the miraculous effects of the ‘invisible
hand of market’.

As documented before, even in this respect much has happened in Czech society since
1990. To summarize, the remuneration of production activities has fallen somewhat to the
benefit of services, the rewarding of qualified professions has improved a bit to the detri-
ment of less qualified ones, and management positions in particular did much better at the
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expense of rank-and-file ones. An entrepreneurial sphere emerged, which immediately
occupied the top income positions. Such changes are obviously appreciated by those who
have benefited from them. Those with a higher education, businessmen, and practically all
those who receive higher incomes are more likely to consider today’s regime to be social-
ly just in comparison with the previous one (e.g. 56 % with university degrees compared
with 38 % of the average population). They are also usually more accepting of further
growth in wage disparity (62 % compared with 45% of the average) (EEA, January
1997).

Figure 5.4 Earnings disparities should rise/Competent people should be wealthy
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However, a number of expected changes did not occur. Above all, earnings are still only
loosely related to performance, which is the foundation of the capitalist economic system.
A bank employee earns double the wage of a teacher, regardless of performance. Only
30 % of people declare that their wages follow their labor effort — and the majority of
those respondents are self-employed or entrepreneurs. Not even positions demanding the
highest qualifications, requiring life-long education and bearing the human potential of the
society are rewarded in a honest and motivating manner. While the first problem has re-
sulted from the market failure, the second is due to the failure of post-November govern-
ments, which did not pay enough attention to the development of human capital.

While the overall range of earnings has expanded to reach ‘capitalist’ dimensions, the
socio-economic content of their distribution remains burdened by the past. This wider
range, comparable today with Germany, was created by severing the highest decile group
from the average, while the majority of workers remained squeezed around the average
values. New social categories have reached the peak of the income hierarchy (financiers,
top civil servants, entrepreneurs), but only little space remained for finer differences,
linked to work effort, qualification, and creativity. When the public calls for higher pay
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for competent workers while rejecting any further growth in inequality, and to ensure eco-
nomic growth while maintaining social cohesion.

The biggest doubts, however, concern not disparities in income but in wealth. Most
people initially agreed that privatization should happen fast ‘at any cost’. But after the first
scandals, this acceptance started to diminish rapidly. On the contrary, the assumption that
all new wealth is illegitimate has been widespread since the very beginning. By 1992,
nearly 80 % of the population were of the opinion that people were getting rich through
illicit means. This critical attitude may continue to strengthen as a consequence of media
attention to privatization scandals. However, in this sense the gap between the Czech Re-
public and developed Western countries is not so large, even despite the disadvantage of
Czech society, in which most of wealth has appeared recently. The legitimacy of acquired
wealth usually grows with the time elapsed from its initial acquisition.

The perceived legitimacy of economic inequalities does not stand isolated nor is it
linked directly to objective income distribution, but rather is one part of a wider set of
socio-economic attitudes and thus also reflects the general climate in society. At the be-
ginning of the transformation, this climate was very favorable to liberal policies but has
since gradually returned to the preference of greater social protection and smaller econom-
ic inequality. Moreover, as backing for income inequalities continues to weaken, expecta-
tions for more state intervention in the economy have grown, specifically concerning price
controls, employment guarantees, a decent minimum income and housing. We can also
assume that a part of this opinion change is due to the fact that people have been respond-
ing more carefully in the polls and that they are giving more thought to inequalities. The
period of transformation is by definition also a period of the maturing of people’s atti-
tudes.

5.6 Conclusion

Neither statistical nor sociological surveys can capture the economic resources of house-
holds fully. One reason is that people underestimate their incomes, either due to a lack of
records or concern that such information could potentially be misused. Another reason is
the fact that the monetary incomes represent only a certain, although substantial, part of a
household’s total resources, among which belong also incomes in kind, self-serving activi-
ties, free services, and various types of exchanges. A ‘portfolio of economies’,
a combination of various legal and illegal monetary and non-monetary forms of obtaining
goods and services, is especially characteristic of post-communist societies. According to
Richard Rose, who introduced this terminology (Rose and Haerpfer, 1992), Czech society
should be much more ‘legally-monetary’ than its former comrades from COMECOM.
Nevertheless, we must approach income data with certain reservations.

If we consider only declared monetary income, we see that the present situation in in-
come distribution has been influenced both by the long term development and cyclical
changes. We see energetic driving forces and the renewal of old capitalist traditions, as
well as the rigidity and the heritage of ‘really existing socialism’. On one hand,
a stimulating space for private business suddenly appeared, which has been widely used.
On the other hand, budget constraints did not allow the public sector to become more at-
tractive and improve quality of its performance. In many ways the ‘visible hand of bu-
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reaucracy’ still dominates over the ‘invisible hand of the market’, which had until now
a positive consequence in low unemployment and sustainable inflation, but a negative
impact in insufficient incentives to work.

Undoubtedly, there exist signs of adaptation to a standard market economy. The income
distribution range is widening and demographic factors (as an expression of the state con-
trol over the reproduction of the workforce) are gradually being replaced by economic
factors in the determination of income (which indicate the growing strength of market
forces). From the point of view of efficiency of the whole system, it is important that links
between earnings of individual members and household incomes have strengthened, which
indicates a weakening of the determination of household incomes according to the number
of earners to the benefit of the ‘market model’, stressing the differentiated contribution of
each person. The link between income and wealth is also becoming strengthening. With
the fall of the state intervention policy (using turnover tax), prices of goods and services
of ‘basic’ and ‘higher’ needs have become closer, so that formation of family property is
no longer forced outside the range of incomes from the formal economy.

As for the legitimacy of new economic inequalities, we can already see a return to egali-
tarian attitudes, which are deeply rooted in public consciousness and which had been reaf-
firmed by the absence of income inequalities in the middle income levels. As privatization
nears completion (accompanied by a huge concentration of wealth) and with the negative
implications of the rather too much freedom in some areas (mainly on the capital market),
a pronounced diffidence towards new wealth is emerging, which could have serious con-
sequences for societal stability. However, in this respect exaggerated criticism would be
undue, as inequality in wealth encounters legitimacy problems in practically all countries,
not excluding established Western democracies.
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6 Income redistribution through taxes and
social benefits

Social transformation has been accompanied by significant changes in the redistribution of
income. The command economy of the communist regime was endlessly re-distributive
and transfers were not transparent. Obscure redistribution between the state and popula-
tion was completed by apparent transfers between the state and enterprises. Altogether, it
was a de-motivating system where terms such as tax, insurance, and social allowances
were rather nominal labels without a substantial meanings. For example, wage tax was
only a slightly differentiated additional levy serving several intertwined purposes. No evi-
dence exists concerning transfers made to the detriment of certain categories of the popu-
lation and to the benefit of others.

In the course of change from the closed system of ‘really existing socialism’ into an
open democratic one, the state has given up its command over the economy and has re-
mained only an administrator, regulator or guarantor of social protection and, to a limited
degree, its direct financier. The social welfare system has been detached from the sphere
of labor and has no other option than to base itself on real cash flows, the majority of
which are mediated by taxes, insurance contributions, and social allowances. Within the
permanent budgetary constraints, the effectiveness of the system has become the key is-
sue. The question arises of how to address well-defined social problems at the lowest pos-
sible cost, and how to protect the population against threatening social and health risks.

Problems of redistribution are mutually inter-linked and conditioned each by one anoth-
er. The principal requirement is a long-term balance, preventing present redistribution
from jeopardizing its own future resources. This requires finding a middle road between
unacceptable extremes. On the one hand, maximization of the re-distributive effect (full
income equality) could lead to the erosion of future resources. On the other hand, the as-
sumed maximization of the motivating effect (leaving all market incomes to their produc-
ers) would make it impossible to finance public goods and social services in addition to
raising differences and social tension to an unacceptable level.

The issue of redistribution has many different aspects, of which we will cover only sev-
eral. The main objective is to document how the situation in the Czech Republic has
changed and to assess its current position in an international context. In order to do this,
we first have to place the issues into a wider context including the economic and social
effects of redistribution. Of no less importance is the international context and the process
of adaptation of the Czech system to that of Western Europe. Statistical surveys are used
in order to monitor changes in the structure of tax collection, benefit allocation, and their
changing relation to different household characteristics. Finally, we will attempt to com-
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pare objective characteristics of the system with its subjective perception and provide
some thoughts on the so-called tax awareness of the population.

6.1 Income equality or economic efficiency?

Czech society is characterized by certain historically determined features, which have in-
creased the problematic interface between social generosity and economic efficiency.
Above all, the Czech population has historical social and egalitarian roots, among other
things, connected with the decimation of the national elite. The pre-war system of social
protection was built upon these roots and was highly advanced and generous at the time.
Also, the communist policy of social security, which led to the universalization and unifi-
cation of the existing system, enjoyed great support among the population. However, at
the same time this system was deformed by equalization and the rupture of all links be-
tween former merit and current position.

On the interface between social and economic spheres we find different trade-offs which
limit space for the maneuvering of economic and social policies. It is not possible to un-
dermine the creation of resources by excessive burden, nor equalize differences at the
expense of the destruction of economic incentives. The command economy failed to rec-
ognize the actual existence of such trade-offs, and decided to disregard elementary eco-
nomic rules and psychological laws. Only in this way and understandably to the detriment
of the economy, could the state equalize the labor force into the form of an ‘aggregate
worker’, which acts under state supervision and thus enjoys all accompanying security,
albeit on an elementary level. In contrast, the economic reforms have led towards a re-
newal of elementary economic mechanisms.

The recognition of the trade-off between social equality and economic efficiency stand
in opposition to the Keynesian demand-driven economy, assuming that a generous social
policy is always a solution with a positive sum. Since human capital is the main source of
economic growth, policies and expenses associated with its reproduction and development
are supposed to be the main contribution to economic efficiency. On the contrary, the in-
creasing costs of social protection (evident in Western countries since the 1970s) lead to
the opinion that the welfare state has gradually degenerated into a mechanism, which dis-
tracts people from their work. Instead of resolving the problem of employment and effi-
ciency, it has even exacerbated this problem by teaching people to be unproductive.

In his well-known theory, A.M. Okun (1975) argues that the greater the inequality of in-
come, the higher the performance of workers. The author is convinced that an individual’s
work effort grows only if improved performance is adequately expressed in greater remu-
neration. The income scale then has to offer sufficient space for rise and descent, which
means that wages must be flexible both upwards (to motivate higher performance) and
downwards (so that entrepreneurs have an interest even in less efficient workers). For this
reason, any wage floors (minimum wage) or ceilings (be it direct limitation of higher wag-
es or prohibitive taxation) are unacceptable.
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Figure 6.1 Income inequality and labor productivity
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In opposition to the narrow economic approach which disregards the social environment
of an individual, the approach inspired by social anthropologist Karl Polanyi (1957) de-
clares that human work is above all a social activity and that monetary earnings are only
one of several possible compensations for individual effort. It is known that many people
prefer interesting work and a positive working environment, and that they feel more se-
cure in a place where people are not merely preoccupied with salary levels. This also ap-
plies to the character of entire societies. A socially well integrated society without exces-
sive differences among people can more easily create a motivating environment for indi-
vidual performance than one which is shaken by social disturbances and conflicts.

The positive relationship between income inequality and economic efficiency has yet to
be empirically proven. For example, analyses done by the Institute for Public Policy Re-
search in London shows that some countries with high income inequality (Switzerland,
Australia, US, New Zealand) experienced low growth in labor productivity during the
period from 1979-1990, while other countries with low income inequality (Belgium, Ja-
pan, Finland, and partly Germany) experienced more growth (Figure 6.1). Another analy-
sis using indicators from 56 countries shows that excessive inequality may even be detri-
mental to economic growth. The reason is that in societies with inequalities, the attempt to
suppress social and political conflict leads to government policy which eventually para-
lyzes economic growth (Persson and Tabellini, 1994).

The previously described conflicts cannot be resolved either unambiguously or defini-
tively. It is an undisputed fact that societies which redistribute resources more intensively
can allocate more money for education, health, environment, and security which eventual-
ly manifests itself in a higher performing labor force, thus resulting in economic growth.
However, it is also true that countries which distribute more resources to entrepreneurs for
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investment may be more advanced technologically and show a higher growth of produc-
tivity. This dilemma cannot be solved by opting for one extreme or the other. In any situa-
tion it is necessary to find the right balance between ‘equality of results’ and ‘equality of
opportunities’, complying with the conditions of the respective country and its current
needs of economic growth and social integration.

Box 6.1 Estimation of the redistributive effect of taxes and benefits

A so0-called ‘standard’ analysis of the impact of taxes and benefits on income inequali-
ty is done by comparing income distribution before and after redistribution. It is based
on the assumption that these operations have no reverse effect on input income, i.e.
that its distribution is not related to the extent and profile of the subsequent redistribu-
tion. The advantage of this approach is the simple calculation; however, it ignores the
obvious fact that ‘taxes and transfers are a part of the environment that people take
into consideration when they make decisions about work, consumption, investment,
and so on’ (Ringen, 1987:109). There was a certain type of redistribution even before
the introduction of the ‘welfare state’ and if state interventions were to be again lim-
ited, it would result in the strengthening of private protection and insurance. The
above approach systematically overestimates the real influence of state redistribution
on the income of the population. The reverse effects of this policy are particularly visi-
ble in public pensions: 1. generous benefits motivate elderly workers to leave the labor
market earlier, and 2. the expansion of public pensions leads to the limitation of pri-
vate forms for protecting the elderly, i.e. private insurance, savings and aid between
generations.

Even the effect of redistribution on the reduction of inequality is not unambiguous.
Through a comparison of different analyses, Danziger, Haveman, and Plotnick (1981)
found that income transfer reduces poverty by 75 % and income inequality (as expressed
by the Gini coefficient) by 19 %. The given figures, however, were established using the
so-called standard approach (see Box 6.1) which does not take into account the fact that if
state redistribution did not exist, or was more modest, there would be some other mecha-
nism catering to persons and families in need. Liberals point out that excessive state in-
volvement in this sphere leads to the erosion of traditional redistribution mechanisms and
of natural human solidarity. Taken to an extreme, a generous state, instead of strengthen-
ing social integration, breaks social bonds or at the very least removes penalties for the
atomization of society.

CEE countries, however, represent a specific case and the Czech Republic has its own
salient features. Czech society featured extreme wage equalization and a high degree of
resource redistribution both in social and regional terms. In the transition period, it was
more important to stress the ‘equality of opportunities’ rather than the ‘equality of results’
and this also endorsed increases in income inequality. This was basically executed sponta-
neously by the market, above all by opening up new sources of income and their accumu-
lation. It was, however, also necessary to make redistribution channels more transparent
by reforming the system of taxes and benefits. The question arises as to how this change
shaped the rate of redistribution and how far today’s Czech Republic is from its Western
neighbors in terms of aggregate and structural characteristics of redistribution.
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6.2 Redistribution in a comparative perspective

Systems of taxes and social benefits everywhere have developed independently and, in
spite of some attempts of synthesis, they have remained systematically and institutionally
separated. The redistributional capacity of state financial channels gradually increased and
instead of taxes, social benefits became the main current of redistribution. The reason was
that with the expansion of the coverage of the welfare state, it became also necessary to
tax lower incomes in order to acquire more funds. If more people pay taxes and simulta-
neously receive benefits, the question arises as to how meaningful such contradictory
flows are, along with the idea of integrating taxes and benefits.

The overall rate of redistribution, measured by the share of taxes and social contribu-
tions in GDP (the so-called tax quota) has, gradually grown in the history of Western civi-
lization. In advanced Western countries it grew from a level of one-tenth of GDP at the
beginning of the 20th century to the current level of 30—40 %. We find the lowest degree
of redistribution in the strongly liberal US, but also in traditional Japan (which has recent-
ly been showing a considerable increase in redistribution). In contrast, the highest redistri-
bution can be found in social-democratic northern European countries, for example, Den-
mark and Sweden. The greatest increase in redistribution can be seen in socially less ad-
vanced southern European countries such as Spain, Greece, and Portugal, but also in the
more advanced Italy (Figure 6.2).

Box 6.2 The redistributive function of the tax system

In economic literature, the functions of taxes are described as allocation (providing
resources for financing public goods or on the contrary as a way of penalizing with the
aim of preventing or suppressing certain activities), redistribution (transfers of re-
sources aiming to equalize incomes) and stabilization (smoothing the economic cycle
by influencing demand). The redistributive or social function of taxes is considered to
be secondary but still important.

If we take only the income tax of individuals (as having the closest link to the situation
of individuals and families), state social policy is applied through: 1. The relative
weight of tax within the whole revenue; 2. The tax structure, including explicit and im-
plicit benefits for different situations and particularly tax progressiveness, and 3. In-
teraction with different social benefits.

The interaction of the tax and benefit system has had many unintended effects. The best
example is the ‘poverty trap’, which catches those for whom a potential wage would be
only slightly higher (if at all) than the actual social benefits. There is a de-motivating
effect of replacing the low, but tax exempt benefit, with a higher but taxed earning. The
costs of being employed (clothing, transport, food) must also be included, as well as
the strain which labor necessarily brings, especially the kind of manual work conduct-
ed by lower income individuals.
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Figure 6.2 Tax quota in OECD countries (state revenues in % of GDP)
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Note: The definitions of the OECD are somewhat different from national ones.

This comparison suggests that aggregated and average figures tend conceal some infor-
mation. Due to the not fully developed welfare state, there is a low redistribution rate in
southern European countries and also a similarly low redistribution rate in the UK, which
is the result of a planned reduction of social transfers and the building of
a ‘residual’ system which protects only the poorest part of population. Thus it seems that
the degree of redistribution, at least on the European continent, still positively correlates
with the economic level of a country: underdeveloped countries redistribute less and the
developed ones more. However, there has recently been a reverse trend, so that a stagna-
tion or even a decrease of the above rate is no longer a rarity. This is also confirmed by
recent data from the UK, Austria, Belgium, Netherlands, and Sweden.

In conjunction with economic reforms, the extent of public redistribution of resources in
all CEE countries was reduced considerably. However, according to available sources,
there are notable differences among countries in this group, which already existed before
the transformation: in the former Czechoslovakia, the redistribution rate was over 70 %,
while in Hungary and Poland it was in the range of 50-60 %. The economic reform
brought the tax quota below 50 % in all CEE countries. In recent years, the Czech Repub-
lic has experienced a slow but consistent reduction of this tax quota of about 1 % per year,
reaching a rate of 40 % by 1997.
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The fiscal reform not only changed the aggregate characteristics of the tax and benefit
system, but also its structure. In 1993, the entire Czech system was made dramatically
more transparent and simple. Instead of having different taxation systems for different
population categories, a uniform income tax for individuals was introduced in 1993. In
1995, universal family allowances were replaced with targeted benefits. Thus the system
in many respects became more similar to the current situation in many Western countries.
This enables us to better compare financial flows in the Czech Republic with those in the
West, also in terms of their distribution among households. For this purpose we used the
results of the Luxembourg Income Study, from which we extracted data on the most ad-
vanced OECD countries. We then added the best possible comparable Czech data ob-
tained from Microcensus surveys.

Table 6.1 Distribution of taxes and transfers by quintile groups of equivalent
household income in OECD countries (%)

Quintile Germany Netherlands Sweden UK USA Czech Republic

groups 1988 1996
Taxes:

1 55 10.3 6.3 4.5 3.8 1.7 1.8
2 10.4 10.0 12.5 8.1 6.9 111 5.4
3 17.0 16.2 17.7 159 139 20.2 14.1
4 23.4 22.3 23.3 250 226 27.3 25.1
5 43.7 41.2 40.1 46.4 527 39.7 53.6
Total 100.0 100.0 100.0 100.0 100.0  100.0 100.0
Average 24.4 36.4 32.5 214 212 14.8 20.2
Transfers:

1 21.8 24.9 15.2 26.7 292 275 27.5
2 22.2 21.3 25.8 259 212 234 30.6
3 15.7 16.9 21.7 194 171 17.1 20.4
4 21.0 17.7 19.9 16.1 175 15.8 12.7
5 18.3 19.2 17.4 119 151 16.2 8.8
Total 100.0 100.0 100.0 100.0 100.0  100.0 100.0
Average 24.1 43.4 42.7 30.1 145 26.2 24.9

Source: Atkinson, Rainwater and Smeeding, 1995; Luxembourg Income Study (LIS) da-
tabase; Microcensus 1989 and 1996.

Note: Equivalent income is household income divided by the number of equivalent units
and equivalent units are computed as the square root of the number of household mem-
bers.

According to the data given in Table 6.1, the tax burden in the Netherlands is consider-
able, large in Sweden and Germany, and moderate only in the UK and US. However, the
tax burden is not reflected exactly in the level of social benefits. In the US, the tax burden
is equal to that of the UK, but the level of benefits there is incomparably lower. At the
same time, while taxes are distributed among the population in a very differentiated way,
the distribution of social benefits is more uniform. ‘Liberal’ countries (the UK and US), in
comparison with other countries, seem to be very redistributive in taxes (which are more
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progressive) and slightly more redistributive in social benefits (which are more closely
targeted to the lowest income categories).

After November 1989, the Czech Republic underwent an unbalanced shift in the area of
taxes and social incomes. Expressed in terms of income per capita, we see that relative tax
increased from 15 % in 1988 to 21 % in 1996, while relative social transfers dropped by
2 %. As for the amount of taxes, their level is still low, close to the level of Great Britain.
On the other hand, the level of social incomes is also low, on about the level of Germany.
It is also possible to verify these calculations with other methods, for example, by compar-
ing typical family situations according to the OECD model (The Tax/Benefit Position,
1997). If we take an employee with two children earning an average worker’s wage, and
whose wife’s income is two-thirds of this income, we find that the Czech Republic, to-
gether with other CEE countries and Austria, belongs to the countries with the highest rate
of redistribution. Upon subtracting taxes and insurance contributions and adding social
benefits, such a family in the Czech Republic is left with 85 % of its income from work, in
the UK 80 % and in Germany only 66 %.

Income surveys enable an interesting comparison of redistribution. The Czech Republic
is apparently very similar to liberal countries and even exceeds them in the level of redis-
tribution. Tax distribution according to income level seems very progressive which
should, however, be viewed with a great deal of caution as there is still a large proportion
of retired people (non-taxpayers) in the lowest income category. In terms of the distribu-
tion of social benefits, the Czech Republic shows the greatest similarities to Great Britain
which, coincidentally, served as a distant model for the Czech social reform. However, in
this particular case the issue is not the results of this reform, but rather the long-term char-
acteristics of the social system, determined by the fact that households of pensioners have
no chance to enter in higher income categories.

6.3 Trends in distribution of taxes and social benefits

Unlike West European countries, where redistribution flows are systematically surveyed,
inequality in taxes and social benefits in the Czech Republic has not yet been the subject
of wider public interest. Although a thorough reform of the whole system has been in
preparation for a long time and was subsequently implemented, the possible impact of
reconstruction on the distribution of resulting incomes was studied in depth by foreign
researchers, through the application of already existing simulation models to Czechoslo-
vak data (Coulter, Heady, Lawson and Smith, 1993).

For analyses of tax and benefit distribution, we can use either the above mentioned in-
come surveys (Microcensuses), or the so-called statistics of household living standards
(Family Budgets). The advantage of income surveys is their considerable size and repre-
sentative character; however they are only conducted once every four years. Another dis-
advantage is the fact that the amount of tax (and also several social benefits) is not as-
sessed in the questionnaire but calculated by statisticians on the basis of household income
and the demographic characteristics of family members. Thus it is the information which
displays more the shape of the system (which is, of course, important if we mainly want to
investigate changes in it), than its actual functioning which considers also the utilization of
all possible depreciation and abatements.
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Table 6.2 Relative taxes and social benefits according to decile groups of household
income (%)

Decile Taxes Social benefits Sum effect
groups 1988 1996 1988 1996 1988 1996
All households:

1 0.6 1.4 95.0 91.3 94.4 90.0
2 6.6 5.7 68.2 73.2 61.5 67.5
3 9.5 6.7 55.2 69.3 45.7 62.6
4 11.6 8.9 40.6 59.9 29.0 51.0
5 13.8 15.6 29.5 33.1 15.7 175
6 15.5 18.2 23.2 23.9 7.7 5.8
7 16.3 20.4 19.1 17.8 2.9 -2.6
8 16.7 22,5 16.8 13.9 0.1 -8.7
9 17.1 24.3 15.3 10.7 -1.9 -13.6
10 17.1 29.0 13.6 5.3 -3.5 -23.7
Total 14.8 20.2 26.2 24.9 115 4.7
Employee households:

1 19.0 19.8 16.9 17.6 2.2 -2.0
2 16.5 19.1 23.3 21.9 7.0 2.9
3 15.8 19.4 24.2 21.9 8.4 24
4 16.8 20.8 21.3 18.3 45 -2.5
5 175 22.0 18.5 15.4 1.1 -6.6
6 17.9 23.0 16.6 13.6 -1.2 -9.4
7 18.1 24,5 15.6 11.2 -2.5 -13.3
8 18.6 25.3 14.7 10.0 -3.9 -15.4
9 19.0 27.2 13.8 7.9 -5.2 -19.3
10 19.4 31.2 125 5.3 -6.7 -27.0
Total 17.9 23.2 17.8 14.3 -1.3 -13.1

Source: Microcensus 1989 and 1996.

Note: The sum effect is computed as social benefits minus taxes in percent of net house-
hold income.

Table 6.2 shows taxes (together with contributions to social and health insurance) and
social benefits in individual decile groups according to income per household (see the
respective methodology in Chapter 5). The compared tax systems, the former dating back
to the communist regime and the latter already reflecting subsequent changes, differ quite
substantially. In fact, in 1988 we only see the impact of the wage tax of state sector em-
ployees. Other various income taxes, paid by small groups of the population (small busi-
nessmen or artists) were not incorporated into the survey. Social and health insurance con-
tributions were partly contained in the wage tax, however the majority was paid by the
employer in payroll tax. In 1996, one single variable brings together the income tax of
individuals together with contributions to social and health insurance.
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Box 6.3 The Czech tax and benefit reform

The principal changes of the system of redistribution between households and the state
budget were initiated only after 1992. Beginning in 1993, a new system of direct and
indirect taxes was introduced with the aim of making redistributional flows more
transparent and to harmonize the system with European standards. Instead of the ob-
scure amounts of practically flat wage tax, a uniform personal income tax was intro-
duced. In the consumption sphere, the ‘turnover tax’ with an endless number of rates
was replaced by a simple value added tax with two rates.

The system of social protection was conceived in 1996 on three pillars: 1. Social insur-
ance (to cover such contingencies as unemployment, illness, or old age); 2. State social
support (for situations causing financial problems such as maternity, child care, and
disability); 3. Social assistance (to resolve situations of material need). Benefits paid
within the state social support were changed into a targeted system. The result was a
shift from a paternalistic state and general social security to a more targeted social
policy, reinforcing the responsibility of individuals and families and directing state
benefits to those who need them the most.

If we compare the average taxation of all households in 1988 and 1996, data show an
increase of approximately 5%. However, if we consider only the average taxation of
comparable households of employees, its general level is naturally higher and the increase
slightly lower. This is because the new income tax covers a slightly larger section of the
population, extended particularly to include households of peasants (exempted from tax
under the communist regime). Apart from the lowest decile group including households
exempted from tax, the system has apparently introduced a greater progressiveness of tax-
ation: the ratio of the tenth to the second decile group, which was 2.6 in 1988, had already
reached 5.1 in 1996. The tax burden of the highest group of households, which was 17 %
of their net income, is now 29 %. The increase of tax progressiveness occurred in spite of
the fact that the majority of the population has so far fallen within the two lowest tax
bands.

Concerning social income, its share in the average household income dropped by 1 %.
However, at the same time the share of pensions grew to the detriment of family allow-
ances, so that the total share of social income fell by 3.5 %. The actual distribution of so-
cial income is much less equal than the previous one, that is, the share of lower income
categories is greater and the share of higher categories is lower. Unlike the situation in the
former regime, households with the highest incomes are almost independent of social ben-
efits. This is due not only to the more specific targeting of social benefits but also because
households with the highest income include fewer children or retired persons.

Similarly as with income distribution (see Chapter 5) we can use statistical surveys to
monitor factors which influence amounts of paid tax and received social benefits. Unfor-
tunately, there are only a few household characteristics which are comparable over time.
As implied from the analysis of variance displayed in Table 6.3, factors influencing taxes
and benefits tend to follow the changing structure of income disparities. On the one hand,
the importance of family life-cycle declined (according to the number of dependent chil-
dren and the age of the head of household). On the other hand, the importance of charac-
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teristics which are directly reflected in household income grew (especially the number of
economically active members). While the change in taxes has been dramatic, the change
in benefits was rather gradual.

Table 6.3 Analysis of variance of relative taxes and social benefits (%)

Factor Taxes Social benefits Sum effect
1988 1996 1988 1996 1988 1996
All households:
Main effects 66.03 71.64 87.73 87.40 87.18 87.03
No. of active earners 15.17 19.73 16.61 1860 17.45 19.30
No. of children 7.31 1.56 1.20 0.34 1.89 0.50
Age of the head 4,98 1.42 4,97 2.77 4,91 2.30
Locality 1.67 0.70 0.08 0.28 0.21 0.34
Explained 66.03 71.64 87.73 87.40 87.18 87.03
Residual 33.97 28.36 12.27 1260 12.82 12.97
Total 100.00 100.00 100.00 100.00 100.00 100.00
Employee households:
Main effects 42.72 38.55 28.92 4144 58.26 43.82
No. of active earners 3.10 8.18 6.63 2276  13.34 23.58
No. of children 31.96 5.26 15.84 257 31.25 2.56
Age of head 0.79 0.22 0.74 0.17 1.17 0.26
Non-manual 0.02 3.48 0.24 1.13 1.88 2.46
Education 0.89 3.19 0.06 1.32 0.08 1.44
Locality 0.35 1.85 0.25 1.20 1.68 1.10
2-way interaction 4.19 1.30 2.90 1.92 6.84 2.43
Explained 46.91 39.84 31.82 4336 65.10 46.25
Residual 53.09 60.16 68.18 56.64 34.90 53.75
Total 100.00 100.00 100.00 100.00 100.00 100.00

Source: Microcensus 1989 and 1996.

Note: The sum effect is computed as benefits minus taxes as percentages of net household
income.

In employee households, the amount of taxes and social benefits also reflects other sta-
tus characteristics (measured by the position of the head of the household), such as the
difference between intellectual and manual work, educational level, and also the size of
locality. However, in comparison with the size and composition of the household their
influence remains only secondary. While the percentage of the explained variance did not
change greatly from 1988-1996 among all households, it changed dramatically in em-
ployee households, and in the opposite direction. Taxes are currently less determined by
household characteristics (which result from a weaker demographic determination of in-
come) while social benefits are determined more so, which proves the effectiveness of the
targeted system.
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A continuous temporal series of changes is provided only by Family Budgets. Using this
source, we must be aware of some of their specific features. The advantage of Family
Budgets is their regular yearly periodicity, but a disadvantage is that their representation is
rather limited due to the quota character of the sample by social groups and household
types. Moreover, the type of monitoring (on-going journals and the quasi-panel character
of the sample) contributes to the fact that higher income groups are underestimated. The
income inequality assessed by this survey is then smaller than the actual one, so that even
the redistribution rate is underestimated. This is confirmed by a comparison of results
from both sources (not provided here), where the change in the redistribution system after
1989 according to Family Budgets seems much less significant than according to Micro-
census data.

Box 6.4 Taxes and social benefits in statistical surveys

Here we survey only direct taxes, i.e. up to 1992 the wage tax and from 1993 the per-
sonal income tax, together with compulsory contributions towards health and social
insurance paid by individuals. Social benefit is any income from state funds, mainly
retirement pensions and family allowances. Microcensus data are weighted for the
whole population, in order to balance disproportions in representing households of
pensioners, the unemployed and entrepreneurs. In the analysis of Microcensus data
(Table 6.2), we use standard categories according to income per household and per
person. In Family Budget data (Figure 6.3), we survey changes according to income
per equivalent unit, where units are computed as the square root of the number of
household members (as in Table 6.1).

Figure 6.3 shows the final distribution of taxes and benefits according to income per
equivalent unit. In the first part we present the share of each quintile group of households
in the total amount of taxes, in the second part we give shares in the total amount of social
benefits. It shows that inequality in taxes according to income category gradually in-
creased. The reduction of the share of taxes paid by the lowest fifth of households is due
mainly to a lower tax burden of the lowest wages and partly also to the prevalence of pen-
sioner households close to the bottom of the income scale (after a temporary improvement
of their situation in 1991). On the other hand, the current as well as the ‘cold’ progression
(which means the inflation-generated shifts of the same real income into higher tax bands),
contributed to the fact that the share of taxes paid by the highest fifth of households,
which in 1989 was just short of 34 %, had exceeded 44 % by 1996.

Regarding the distribution of social benefits, the trend shows a gradual, though less even
growth in inequality. The changes were pursuant to the highest income category, where
the share dropped from 17 % to less than one-half. On the other hand, the share of the
lowest income category remained stable throughout the observed period, apart from in
1991, when a fall caused by the distribution of flat state social compensatory contribution
took place. The total balance of changes in redistribution shows that while available net
incomes of the lowest category in 1989 were 2.1 times gross earnings, in 1996 it was al-
ready 2.5 times. Conversely, disposable incomes of the highest category in 1989 totaled
90 % of gross earnings whereas in 1996 they were at 80 %.
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Figure 6.3 Distribution of taxes and social benefits by quintile groups of equivalent
income
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Note: Equivalent income is household income divided by the number of equivalent units
and equivalent units are computed as the square root of the number of household mem-
bers.

No matter how we assess the flows of income redistribution, we always find the middle
class (households in the range between approximately the sixth and ninth decile groups)
subject to the greatest burden. Households situated below the average usually gain from
redistribution, proportional to the intensity of the application of the need criterion. On the
other hand, members of the highest income category suffer less, even if they pay relatively
higher taxes and receive no social benefit. The upper income group also enjoys a certain
security: their burden cannot exceed a certain limit because this would impede business
and also reduce tax revenue. Thus there is a general tendency to reduce tax rates on higher
income which is to the exclusive benefit of the narrow category of the highest income
households.
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6.4 Position of the middle class and tax awareness

The scope and form of redistribution is closely related to the social structure of society.
Although this relationship is far from deterministic, the choice of redistribution channels
is still a result of the effort of certain social groups and is reflected in their position. It is
not a simple polarity where some gain and others lose, where those who receive (the poor,
the lower classes, the working class) are in favor of solidarity, while those who pay (the
rich, the higher classes, capitalists and managers) are against it. Only in ideology is there
an antagonistic contradiction between the ‘laborist’ (socialist) and ‘Bonapartist’ (Marxist)
approach, where according to the former objective of redistribution is to improve the liv-
ing standard of the poor, while the latter concern is the indispensable concessions by the
rich for their own protection against a revolt of socially marginalized groups.

A dualistic picture leads to charity, not to solidarity. Solidarity is not possible in
a sharply stratified society, but rather appears only where there is a certain degree of so-
cial cohesion. It is based on the fact that the division of a society into social classes is not
identical to its classification according to risk groups, and both classifications are relative-
ly independent. ‘The triumph of solidarity measures in Britain and Scandinavia, supposed-
ly the classic example of change from the bottom up, was in fact equally
a victory for the middle classes. Not until otherwise privileged groups discovered that they
shared a common interest in reallocating risk with the disadvantaged was a real redistribu-
tion of burden possible’ (Baldwin, 1990:292).

The interaction of both opposing redistribution channels, i.e. tax revenues and social
expenditures, is the basis of the ambivalent character of the middle class position. This
class, on the one hand contributes considerably to the social system, while on the other
hand profits a great deal from it, albeit usually more through other channels than monetary
ones (state spending on education, culture, transport, and communications). Benefits
which the middle class receives through such channels can never be calculated exactly,
and we can only combine calculations with approximate estimates. The procedures used
were inspired by the classical study of R. Goodine and J. Le Grand (1987) who docu-
mented the example of British society, showing that redistribution of funds occurs in
a social hierarchy not only from the top down, but also from the bottom up.

According to summarized estimates from Austria, the contribution of the upper third of
the income population to the whole amount of direct taxes is 67 %, while at the same time
this group receives only 26 % of state social expenditures. However, at the same time it
draws 47 % of funds allocated to education, 69 % of culture and 59 % of highways, alto-
gether 40 % of the total amount of transfer. Here we take into account that the figures re-
fer to income per household. However, the number of members in individual income cate-
gories differs, where fewer persons live in the lower third income group (22 %) than in the
upper third (44 %). The lower income third of households pays only 6 % of direct taxes
and contributions but receives 47 % of social expenditures, 16 % of spending on educa-
tion, 10 % on culture and roads, which is altogether 29 % of the total amount of transfers
(Guger, 1996).

From the above data it is clear that income redistribution is not simply a financial or
economic issue, it is also a social and political matter par excellence. Therefore, its evalu-
ation differs according to the angle from which it is viewed. On the one hand, citizens and
families direct their large requirements to the state, expecting to be provided with gener-
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ous benefits in the largest variety of possible situations. On the other hand, the same peo-
ple and same households (firms not excluded) would like the state to take as little as pos-
sible from their pockets. In other words, nearly everyone agrees to take if someone else
pays while almost no one agrees to pay for someone else to gain. Solidarity among people
thus finds its reverse side in the egoistic expectation that someone else should foot the bill.

Box 6.5 Redistribution and middle class interests

In social policy theory, there is a debate about whether the argument that the ‘middle
Class matters’ is still valid. According to this, the middle class creates a system of sO-
cial solidarity mainly for itself, and due to its considerable political importance it is to
a great extent responsible for the social system structure in individual countries. The
middle class is interested in a generous welfare state, prefers universal benefits rather
than targeted ones, and greater benefits rather than smaller ones. For example, the
social system in the US is split into ‘welfare’ (targeted benefits for the poor) and ‘so-
cial security’ (social insurance benefit for the middle class). While the first system is
subject to constant political pressure, and the real value of the respective benefits over
recent decades has decreased, the other sub-system is considered exempt (Skocpol,
1987). However, according to some authors, the support for redistribution provided by
the middle class must not inevitably be based on its own material self-interest but may
be understood as a moral pledge to society. For example, the Australian case did not
confirm that a reduction of social expenses affected the powerless poor more than the
influential middle  class  but, on the contrary, it led to
a better allocation of funds (Whiteford, 1994). Similar experiences from Belgium show
that savings can be focused on fighting poverty in the field of social welfare, public
housing, social services, and employment policy (Andries, 1996). This means that gov-
ernments, in spite of the risk of losing some support of the middle class, do not consid-
er it correct to cut benefits for the poor.

Redistribution is part of an implicit social agreement between the government and citi-
zen, which is easier to meet the more transparent its objectives and contents are. The gov-
ernment is expected to behave economically, to provide information about state expendi-
tures, and to distribute funds efficiently and impartially. Citizens should contribute to the
transparency of this transaction by having an elementary tax awareness, i.e. by knowing
what part of their money flows to the state, what the costs of social transfers and public
goods are about, and what part of these costs is refunded to the individual. This is of
course only possible to calculate very approximately, because especially public goods are
by definition non-divisible and neither the contributions of individual taxpayers nor the
revenue of their users can be identified exactly.

Requirements for higher budget expenses are clear only in their aggregate form — to
cover these or other expenses it would be necessary to increase taxes by this or that sum.
It is more difficult on the household level, where it is necessary to consider not only what
the state is taking but also what it is giving. It is not surprising that if people have to
choose between higher social expenses (and a resulting tax increase) or lower taxes (re-
sulting in lower social benefits), one-third is left undecided. Out of those who incline to
one alternative, the majority (60 %) eventually prefers an ‘increase in social benefits even
if means higher taxes’ to ‘lower taxes even if it means lower social benefits’ (40 %). The
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requirement of higher social expenses prevails slightly in all social categories and re-
sponses to the above question are not notably divided by income, social class or the politi-
cal orientation of respondents. Outstanding are those responses from pensioners who have
yet to be faced with any taxes and thus can call for greater social spending.

Figure 6.4 Taxes should be higher for financing social measures
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The awareness of how much and in what way resources are redistributed is important
for the overall attitude of citizens towards the state. In Hungary it was proven that the bet-
ter knowledge citizens have of financial flows and social expenditures or public goods, the
less they are prone to excessive expectations from the state. Since individuals with a high-
er education and status display such an awareness, the social hierarchy is strongly ex-
pressed in these attitudes. A clear decline in such expectations can be identified in the
course of the transformation. In terms of the extent of solidarity and the redistributed
amounts, no important connection was found either with the level of education or income.
However, educated individuals and those with higher status tend to be critical of the way
in which resources are distributed and would like to see a change in it (Csontos, Kornai
and Toth, 1997).

In recent years, when monitoring shifts in the opinion that ‘taxes should be higher in or-
der to have more money for social benefits’, we find a U-shaped curve (Figure 6.4). In
mid-1992, when the economic situation still looked promising and the completion of the
reform was presumably almost in sight, people were not so reluctant to accept higher taxes
and many would have tolerated even greater state redistribution. However, due to liberal
rhetoric and deteriorating economic prospects, tolerance towards higher taxes weakened
slightly. However, since early 1997 people have again been demanding higher taxation as
a manifestation of their growing expectations of social security and a certain nostalgia for
socialism. Although two-thirds of respondents are against higher taxation, the trend is still
somehow paradoxical and in contrast not only to the demand for a less expensive state and
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limited redistribution, but also regarding pragmatic concerns about one’s own wallet at a
time of general increases in living costs. This is not proof of
a crystallization of tax awareness, where people would be increasingly aware that the
problem concerns their own budgets and not only those of others. Among those in favor of
higher taxation are members of the lower classes, however there is no social differentia-
tion of this opinion.

Let us take a closer look at how respondents perceive the level of taxes, i.e. if they con-
sider taxes high, appropriate, low, broken down into groups of high, middle, and low in-
come. As Table 6.4 shows, the situation did not substantially change in the 1992-1996
period, when taxes were perceived to be low by high income groups and high by low in-
come groups. The new system, whose implementation in 1993 led to greater tax progres-
sion of personal incomes, was not highly noticed by the public. However, the ideas of
middle income groups were subject to a perceivable change, where taxes are more often
seen as reasonable. Behind this shift we can see an understanding of the more progressive
taxation by the population.

Table 6.4 Opinions about tax levels for high, medium, and low incomes (%)

Taxes are In 1992 for incomes In 1996 for incomes
high medium low high medium low

Too high 5.0 6.2 30.7 3.9 5.2 27.9
High 11.6 43.3 44.4 10.5 26.6 41.2
Adequate 24.6 41.2 18.0 28.5 49.2 17.7
Low 32.3 34 1.8 29.1 5.2 1.4
Too low 11.7 0.0 0.3 11.8 0.5 0.3
Don’t know 14.8 59 49 16.2 13.2 11.5
Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: 1SSP-1992 and ISSP-1996.

There is of course nothing unusual about the tendency to consider the state as a bottom-
less coffer. Calls for higher taxation of the wealthy is supported by a class-based view of
society. It is therefore not surprising that in Western countries we often find the opinion
that taxes are rather high for the lower classes taxes and for higher classes rather low —
which altogether results in the demand for a greater progressiveness of taxes. Czech re-
spondents are surprisingly similar to those from Scandinavia (where taxation of high in-
comes is already great and thus an increase is not sought after) and are surprisingly distant
from countries with social-market economies with excessive demands of redistribution
(Figure 6.5). The Czech Republic is also very similar to Great Britain in terms of strong
redistribution of income through taxes.
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Figure 6.5 A. Taxes for high incomes are low
B. Taxes for low incomes are high
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Box 6.6 Political transparency of the tax system

Joseph E. Stiglitz describes the political transparency of a tax system in a similar way
as we talk about tax awareness. The government should be discouraged from taking
advantage of uninformed citizens, in obscuring real costs of provided services (e.g. by
dividing social insurance into a part paid by employees and another part paid by em-
ployers), or in their intentional undervaluing. It is better to be clear on who is paying
which taxes — therefore a tax on personal income is correct, but an corporation tax of
legal persons is bad because it is not clear whether it is paid by shareholders or con-
sumers. A politically transparent tax system must be unambiguous in so far as changes
may be possible only on the basis of a change in legislation and the government must
be responsible for the amount of taxes and public expenditures. This contrasts with the
situation when an explicitly progressive tax leads to a growth of the real tax yield even
without a change in the system if inflation grows (cold progression). A tax system
should not be abused for the pursuit of individual interests, or for the pursuit of the in-
terests of the majority to the detriment of minority (Stiglitz, 1988:396—398).

The evaluation of the adequacy of taxes differs according to income category. People
with low income see their taxes as high and consider taxes paid by the rich as low. Simi-
larly, people with high income consider their own taxes excessive and yet less often think
that taxes of people with low income are too high. Nevertheless, the desire for
a higher taxation of high incomes expressed by the low income group is thus generally
stronger than the opposite scenario. However, none of these differences are very pro-
nounced. Unlike Western countries, where criticism of the tax system is strongly associat-
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ed with one’s position in the social hierarchy (i.e. greater taxation of high incomes is
called for mainly by members of the lower class), the Czech Republic shows similarities
to the British model in that this criticism is more closely related to political orientation
(i.e. higher taxation of high incomes is called for most often by left-oriented people).

The 1996 ISSP survey contained question asking what the adequate tax on four specific
monthly incomes should be. The results showed that while the existing tax level was more
or less in line with the convictions of respondents, the actual tax level of higher incomes
was higher than they considered appropriate (Table 6.5). The higher the income, the high-
er the marginal tax was paid in comparison to the tax subjectively considered to be the
optimum. This difference is 4 % of a monthly income of CZK 20,000 and 8 % of CZK
40,000 per month. However, the rather shallow scale expressing the average opinions of
the population on taxation deviates with respect to the social situation and political orien-
tation of respondents, more specifically in that less-educated and left-oriented people
tended to be harder on the rich.

Table 6.5 Income tax as it actually is and as it should be according to opinions of
respondents (%)

Monthly Tax as it actually is Tax as it should be
income in CZK total marginal total marginal
5,000 8.4 - 10.7 -
10,000 121 15.8 12.9 15.3
20,000 17.8 235 16.4 19.8
40,000 24.9 32.0 20.2 24.0

Source: Legislation of income tax and 1ISSP-1996.
Note: The tax as it actually is computed according to legislation on personal income tax in
1996 after only basic deduction for single person is included.

While tax awareness is better cultivated by direct taxes, which charge the income of
economic actors, administrators of the state budget prefer indirect taxes charging the con-
sumption of market commodities. Although the value added tax burdens ‘standard’ and
‘luxury’ goods unequally, no redistribution occurs (unlike the excise tax). And unlike in-
come taxpayers, consumers have practically no way of escaping them. However, to con-
sider taxes only as a fiscal tool for raising revenue for public budgets is to reduce the role
of taxes as a complex means of communication between the government and citizens. Alt-
hough in a model situation the yield of direct and indirect taxes could be equal, in the long
run the amount collected is dependent on the means of collection. Together, along with
other factors, it is an important contribution to the willingness to pay taxes and to support
government policy.

6.5 Conclusion

With some exaggeration we can say that the attention from the public regarding taxes in-
dicates a certain adjustment of a society towards the West. Positively, it means tax aware-
ness, information, and the resulting intensity of the debate about how much the state de-
mands from taxpayers and what it offers in exchange. Negatively, it means that other eco-
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nomic issues are relatively secondary. For the time being, this is not yet the case of the
Czech Republic, where many other issues are still much more important than taxes. Con-
sequently, there is still a lack of scholarly discussion on how the tax rate and progressive-
ness motivates or discourages business activities and work performance. In addition,
whether or not the tax system is ‘socially just’ and does not violate the principle of equity
(which means in principle that everybody has the right to keep such a position in the so-
ciety which they has achieved by their own efforts), and the manner in which the tax reve-
nue is used, and so forth.

The path from extensive and obscure communist redistribution towards a more moder-
ate and transparent one encompasses both the development of the overall volume of trans-
ferred funds and the level of their redistribution (progressiveness of taxes and targeting of
social benefits). The effort to reduce the total amount of redistribution is an attribute of
the democratic society, in which citizens have the right to decide about resources which
they create with their work thus avoiding the heavy fiscal burden. They can defend them-
selves against exaggerate taxation either using the legal instruments of political democracy
(electing such parties which foster a less expensive state) or illegaly by exiting fully or
party the sphere of formal economy.

In spite of increasing financial difficulties, households have so far dealt with taxes to
a considerable extent. Even in the period 1992-1996 there were few complaints of ‘too
high taxes’ and people would have accepted even higher taxes as long as their income
were to be used for social expenditures. However, with this in mind, it is surprising that
opinions on tax progressiveness indicate that it should be even flatter than actually is. In
spite of certain differences according to social position and political orientation, Czech
society apparently does not suffer from any ‘class aversion’ that would propagate views
reflected by the communist slogan ‘Let the rich pay!” The results demonstrate a greater
inclination towards a more balanced tax load. In this respect it shows similarities with
Scandinavian countries and, in contrast, differs from social-market oriented countries with
accentuated demand of redistribution.

This conciliatory spirit, however, can change either due to an increased load on family
budgets, or as a result of the expected strengthening of ‘tax awareness’. Since public opin-
ion did not realize the recent system change towards more progressive taxation, we can
suppose that this awareness was not yet prevalent. However, the survey results show that
although people still do not concern themselves as much with tax-related issues as in
Western countries, the notion of trade-off is becoming more common. Its future fate is in
the hands of citizens (their economic prudence and political involvement) as well as the
government (selection of more obscure or more open fiscal tools). The growing budgetary
constraints calling for the increase in the tax burden will definitely play an important role
in this process.
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7 Social mobility and changes in perceived
life-chances

If a society is in motion, then the people in it must also be and the reverse is true. For this
reason, a study of social change should deal with various types of mobility: territorial,
educational, social, and class mobility. Common to all of these types of mobility is that
they indicate the change in the position of an individual or group of individuals within
some kind of defined space. With the exception of migration, which takes place in actual
geographical space, all the other types of mobility occur mostly in ‘social space’.

Social space may be defined by many axes, some of them horizontal and the others
vertical. While a change in position on the horizontal axis, (for example, between
branches) does not evoke feelings of social ascent, mobility along the vertical dimensions
of social space (from the level of education, job prestige, social stratum or income)
commonly evoke these feelings. It is assumed that in some types of social mobility —
particularly class mobility — a change in position is associated with a more profound
change in living conditions and life-chances.

Research on mobility processes is an important condition for understanding social
change. Strong individual mobility is generally regarded as one of the most important
indicators of the openness of a social system, while low mobility indicates the presence of
social or other barriers, which limit the movement of individuals between social positions
or even preclude it (for example, having controlled access to higher education or to
certain jobs or important positions). On the contrary, high individual mobility is taken as
an indicator of the existence of internal mechanisms, which enable capable and motivated
individuals to rise in the social hierarchy. There is a common view in social sciences that
democratic societies with a strong orientation towards meritocratic principles generally
show higher social mobility than less democratic systems, characterized by ascriptive
mechanisms. Therefore, systems with greater mobility are likely to be economically more
effective than systems where some kind of obstacles stand in the way of individual
mobility.

The study of mobility has special importance in the analysis of societies that are
undergoing profound social or political changes. Deeper social changes or even political
revolutions generally bring about large-scale social mobility. Changes in the living
conditions or life-chances of entire social groups, strata, and classes generate strong
collective mobility, while changes in rules determining access to positions in the
occupational hierarchy (for example, the removal of political or racial discrimination in
access to certain occupations) produce large scale individual mobility.
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Box 7.1 Types of social mobility

In social sciences a distinction is made between individual and collective mobility.
Individual mobility refers to the changing position of an individual, while the term
collective mobility is used for the change of living conditions and opportunities for the
ascent of entire social groups and classes. Collective mobility is often associated with
changes in living conditions and life-chances of entire social strata and/or classes in
times of profound social change, reform, or revolution. The generational perspective is
also an important distinguishing characteristic of mobility. We may study changes
between generations (for example, between the occupational positions of a father and
son), which we call intergenerational mobility. When we are concerned with changes
between two periods in the life of a single individual, then we are speaking about
intragenerational or life-course mobility.

The democratization of society in particular has created important opportunities for
upward and downward mobility. But even in non-democratic systems or during periods of
transition from democracy to authoritarian or totalitarian regimes, change could result in
the large-scale and essentially forced displacement of people. The movement of a society
in the direction of an authoritarian political regime often enhances collective mobility.
This was exemplified by the case of socialist regimes, which brought about a significant
collective mobility through massive redistribution of income and wealth, the introduction
of quotas in access to higher education, and so forth. Collective mobility may increase
also due to the shift from a totalitarian regime to democratic one. However, the
development in CEE countries during the last fifty years shows that revolutions ‘from
above’ establishing authoritarian regimes bring about much greater collective mobility
than do evolutionary social changes based more on the renewal of democracy, market and
meritocratic mechanisms which keep society in a state of dynamic balance.

The transformation in CEE countries has both short-term and long-term consequences.
In the short-term, we can expect a rise of individual intragenerational mobility thanks to
the removal of political barriers to certain positions in the social hierarchy and to the
gradual change of criteria of allocation of people to occupational positions. In connection
with the change of the political system and the transition to a market economy, it is also
possible to expect a stronger collective mobility. Because the current change of the
system is in principle set in opposition to the past regime, in terms of collective mobility
we can expect a rise in the life-chances of those social groups which had been
disadvantaged during the Communist regime (professionals, self-employed, and
entrepreneurs). Likewise we can expect the relative decline among those groups relatively
privileged under socialism (skilled workers, particularly members of so-called ‘preferred
occupations’ — miners, steel workers, etc.). Regarding changes in intergenerational
mobility, it shows that the profound transformation of the system (democratization,
opening up the system of opportunities, strengthening the role of meritocratic principles
in the filling of positions, and an increase in the role of education) can take effect only
over the long term.

In studying mobility in the period of the transition to democracy and a market
economy, it is also impossible to overlook the specific mobility enhanced by the
considerable changes in the labor market tied to the overall drop in the employment rate.
While the transition to socialism created pressure for a rise in employment, changes in the
labor market connected with the transition to a market economy have operated in

158



precisely the opposite way, i.e. they lean towards reductions in the labor force, and a total
decline in the level of employment. Although this phenomenon is often overlooked by
analyses of mobility, it is not possible to ignore it at the beginning of the transition,
because it effects different social groups with varying intensity.

With respect to the above-mentioned expectations, we may pose the following
questions: What kind of changes have occurred in the first period of the transition? Has
intragenerational mobility increased in comparison with the previous period? Was there
greater objective or subjective mobility in the period of the democratic transition, and
what was the actual relationship between these two types of movement in social space?
Do individuals who have, according to objective standards, moved up and down along the
status and/or class hierarchy actually have the feeling of social ascent or decline? And
finally, what have been the main factors influencing these feelings of subjective
(perceived) mobility? Is it true that young people with higher education experience
greater social mobility than others? We answer these questions on the basis of data from
the research project Social Stratification in Eastern Europe after 1989. These data
provide a unique opportunity to map processes at the beginning of the social transition.
To characterize later changes we are using data from more recent ISSP surveys.

7.1 Changes in the employment rate: outflows from the labor force

The first question is whether or not employment has fallen in the course of the transition.
One possible explanation of the unexpectedly low rate of unemployment in the Czech
Republic during the first years of the transition was the reduction in the labor force which
occurred in the period immediately following 1989. This was caused by early retirement
and other forms of outflow from the labor market by people still of active age. The next
question is whether this outflow was dependent upon the age, sex, education, and position
of the employee before 1989. It is also important to keep in mind the commonly held
opinion that the opportunity for early retirement was most often taken by members of the
previously privileged social strata (members of the nomenklatura), who were thus able to
avoid a decline in mobility or unemployment.

Available data illustrate that the transition actually led to a drop in the level of
employment. After decades of worker shortages, caused by an extensive model of
economic development, we can see that with the renewal of the labor market after 1989,
the demand for labor fell. Leaving aside employees moving between the state and private
sectors and between individual branches and sectors of the national economy, there are
four types of mobility resulting from the total decrease in the number of job vacancies:
1. Becoming unemployed 2. Retirement (either regular or early) 3. The decision to stay at
home (mostly women) 4. The decision to work only part-time.

The World Bank data document the scale of these shifts: in 1994, employment
decreased in the Czech Republic to 85 % of the 1989 figure, while at the same time, in
other CEE countries the decline was even greater — in Hungary down to 72 %, in Poland
82 %, and in Slovakia 81 %. The year 1994 was something of a break, since after this time
the rise in unemployment was rather low. From the perspective of the structure of
employees, the decrease resulted in a lower demand for certain types of qualifications and
in an increase in competition for good positions. As a result of both processes, with the
exception of individuals in their post-productive age, for whom retirement was a reaction
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to the increased competition on labor market, a number of people in their productive age
also left their jobs. Our data also confirm that in the Czech Republic, overall employment
also decreased during this critical period, yet to a lesser degree than in Hungary and
Poland (Table 7.1). Therefore neither the growth of unemployment nor the proportion of
pensioners in the Czech Republic was as strong as elsewhere.

Table 7.1 Economic status of the population aged 20-65 years ( %)

Economic Czech Republic Hungary Poland Slovakia

status 1088 1993 1988 1993 1988 1993 1988 1993
Employed 790 729 754 594 812 66.6 817 712
Unemployed 0.0 1.6 0.0 9.9 0.0 8.7 0.0 5.8
Retired 143 174 145 201 77 149 88 148
Other 6.7 81 101 106 111 9.8 9.5 8.2
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: SSEE.

Table 7.2 Proportion of retired persons in pre-retirement age (%)

Country 1988 1993 Difference 1993-1988
Men Women Men Women Men Women
Czech Republic 7.3 8.9 17.7  16.0 +10.4 +7.1
Hungary 173 152 342 303 +16.9 +15.1
Poland 18.1 140 379 292 +19.8 +15.2
Slovakia 6.1 11.0 18.1 21.0 +12.0 +10.0

Source: SSEE.

However, aggregate data hide rather large movements by certain specific groups of the
population. A frequent explanation of the slow growth of unemployment, in comparison
with the general rate of decrease in job vacancies during the first period of transition, is
often explained by the fact that this decrease was to a certain degree compensated for by
the large number of early retirements. This explanation is illustrated by our data (Table
7.2). In all CEE countries, the proportion of people who left their jobs for early retirement
and thus started collecting retirement benefits between 1988-1993 had increased
significantly. This tendency was much stronger among men than women. It was most
visible in Poland, where the rate of men in their pre-retirement age collecting retirement
benefits in a given year had increased by nearly 20 %. Even though this tendency in the
Czech Republic was the lowest of all CEE countries, it was still quite substantial.

A closer look at changes in the level of employment according to age (Table 7.3)
illustrates that early retirement did in fact account for a significant decline in the surplus
labor force. The largest increase in the number of pensioners is seen in the pre-retirement
age cohort (age 45-60). While in 1988 approximately 5% of men and 6 % of women in
this age-group were already drawing pensions, in 1993 in both groups it was about 13 %.
Another important channel for the decrease in the labor force was the departure of women
in their productive age to the household. Among women between 25-35, the proportion
leaving the labor force for ‘other reasons’ had jumped from 17 % to 27 %, while among
men there was no noticeable change. Departure from the workforce upon reaching the
retirement age (which grew by about 5 %), and also the postponement of entry into the
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labor market among the youngest cohorts resulting from longer studies, also contributed
to an overall decrease in employment. Thus in the first period of transition, open
unemployment in the Czech Republic was rather limited because these surplus workers
had been ‘disappearing’ from the labor market.

Table 7.3 Economic status of the population aged 20-65 years by gender and age

cohort (%)
Economic Up to 25 25-35 35-45 45-60 Over 60
status 1988 1993 1988 1993 1988 1993 1988 1993 1988 1993

Men
Employed 81.2 811 96.6 932 968 941 939 838 19.7 164
Unemployed 00 24 00 21 00 24 00 11 0.0 0.5

Retired 00 09 09 12 15 24 49 132 799 822
Other 188 156 25 35 17 11 12 19 0.4 0.9
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Women

Employed 659 516 827 714 929 89.2 905 823 158 104
Unemployed 00 36 00 11 00 14 00 20 00 02

Retired 00 00 08 02 19 31 6.2 127 80.2 86.6
Other 341 448 165 273 52 63 33 30 40 28
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: SSEE.

Box 7.2 Who are the members of nomenklatura?

For research purposes, the definition of the so-called members of the nomenklatura in
totalitarian regimes is hardly unambiguous. We do not have any data to classify people
loyal to the Communist regime with actual nomenklatura lists, so our analysis combine
two statistical perspectives, i.e. occupation and position in the managerial hierarchy.
We proceed from the fact that individuals in high managerial positions had to be not
only politically loyal to the regime but they also had to pass some kind of political
screening. ‘Members of the nomenklatura’ were in other analyses similarly defined
with help of the detailed coding of occupations (ISCO, see Annex H) and information
about the number of subordinates. In the first phase, all so-called legislators, upper-
level civil servants, and managers were included in this group. In the second phase, all
professionals with at least ten subordinates were included.

It is worthwhile asking whether early retirement, one of the most significant channels of
outflow from the labor force, was a general solution for or a specific strategy by certain
groups in the population. The results contained in Tables 7.8—7.11 illustrate that with the
exception of the increasing tendency towards early retirement among individuals with
lower education, no other group had reacted in only specific way to increasing
competition on the labor market. The same trend may be seen among other groups,
including former members of the Communist Party and of the nomenklatura. Among
members of the Communist Party, 5 % retired early, compared to 6 % among the general
population (Table 7.10). With members of the nomenklatura it was even less than the
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general population (Table 7.11). Thus the rather widespread opinion that early retirement
after 1989 was a common means to resolve difficult situations among individuals
connected with the former regime, and especially for those in high positions was not
confirmed.

7.2 Intragenerational mobility: the start and limits of the transformation

From the perspective of intragenerational mobility, it is necessary to ask what kind of
mobility movements characterized the period of transition to democracy and a market
economy. Was mobility among the privileged strata of the Communist regime different
from that of other people in this period? Has the change in regime opened up a space for
the ascent of young people with higher education? How does the development in the
Czech Republic compare with other CEE countries in this respect?

One of the factors that enhance mobility is the change in the occupational structure.
Simply put, the transformation of the occupational structure, most often associated with
technological progress and the modernization of the economy, creates new opportunities
on the labor market which generally open the way to those occupations which require
higher skills, qualifications, and education. In contrast, societies with stagnant
occupational structures, lower mobility results from a limited supply of opportunities.
Mobility, however, does not need necessarily be a consequence of changes in the
occupational structure. A circulation of employees between positions, consequently
increasing mobility, may occur even in situations where the structure of positions is left
unchanged. In this case, high mobility testifies to an important change in the mechanisms
allocating people into positions. According to all assumptions, the transformation of
social structures in CEE countries should in both of these cases lead to greater mobility.

Table 7.4 Economically active population by employment status (%o)

Employment Czech Republic Hungary
status 1983 1988 1993 1983 1988 1993
Employed 99.3 99.0 89.0 96.2 94.6 88.3
Self-employed 0.7 1.0 11.0 3.8 5.4 11.7
Total 100.0 100.0 100.0 100.0 100.0 100.0
Poland Slovakia
Employed 86.5 86.3 77.4 99.1 98.8 91.4
Self-employed 135 13.7 22.6 0.9 1.2 8.6
Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: SSEE.

To answer the first question raised in the beginning of this chapter, it is necessary to
determine whether the transition to democracy and a market economy has contributed to
a faster transformation of the social structure, and if so, which groups have participated in
most of all in this change. Above all, the early stage of post-communist transformation
removed barriers to private business. However, the starting line varied in the different
CEE countries. The composition of economically active population shows that in the
Czech Republic, unlike in Hungary and Poland, the group of self-employed had been
insignificant (Table 7.4). This explains why the rate of growth among this group in the
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first period of reform was the largest in the Czech Republic. This is illustrated by data
showing that the proportion of entrepreneurs and small businessmen in the first five years
had reached the level of Hungary (11 %). Poland maintained its advantage over other
countries in the region mainly because the great part of this group under socialism
consisted, and to this day consists, of private farmers; only after 1989 was this group
gradually joined by entrepreneurs and small businessmen belonging to the other sectors.

Table 7.5 Class structure of economically active population aged 20-65 years (%)

Social Czech Republic Hungary

class 1983 1988 1993 1983 1988 1993
Higher professional 8.5 94 9.1 7.6 8.4 8.6
Lower professional 14.0 155 168 119 12.7 15.2
Routine non-manual 14.2 14.0 141 119 12.7 14.1
Self-employed w. empl. 0.0 0.0 1.2 0.0 0.8 1.6
Self-employed w/o empl. 0.5 0.6 4.3 25 2.7 5.7
Foreman, lower techn. 4.7 5.0 3.9 4.4 4.1 3.3
Skilled workers 19.2 19.4 179 245 24.1 22.6
Unskilled worker 31.3 29.3 271 286 275 24.0
Farm worker 7.2 6.7 4.9 7.9 5.8 3.5
Private farmer 0.3 0.2 0.7 0.7 11 15
Total 100.0 100.0 100.0 100.0 100.0 100.0
Index of change 1983-88:2.9 1988-93: 6.9 1983-88:3.8 1988-93:8.2

Poland Slovakia

Higher professional 10.3 10.2 9.2 10.3 11.0 10.1
Lower professional 12.3 12.2 13.1 141 14.9 175
Routine non-manual 155 16.1 16.3 14.3 14.6 14.3
Self-employed w. empl. 0.8 1.3 3.6 0.0 0.0 0.8
Self-employed w/o empl. 1.8 2.1 6.2 0.4 0.4 3.1
Foreman, lower techn. 4.0 34 2.8 4.9 4.9 4.6
Skilled workers 18.9 20.0 175 224 23.0 21.6
Unskilled worker 215 21.3 185 256 24.4 22.0
Farm worker 4.4 3.7 21 7.6 6.5 5.2
Private farmer 10.6 9.6 10.6 0.3 0.4 0.6
Total 100.0 100.0 100.0 100.0 100.0 100.0
Index of change 1983-88:2.9 1988-93: 8.5 1983-88:2.4 1988-93:6.3

Source: SSEE.
Note: Index of change is in fact the dissimilarity index: D=1/2 3, | xi—le , where x; and x;
are the shares of corresponding classes in the economically active population.

The results of analyses of the development of the class structure of economically active
individuals (Table 7.5) show that the growth of the group of self-employed represents the
basic element of the class structure transformation. In all of the observed countries the
proportion of unskilled and skilled workers dropped, and at the same time the proportion
of agricultural workers also decreased somewhat. Regardless of the causes of this change
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in the class structure, the index of change shows that in comparison with the final period
of ‘really existing socialism’, the transformation caused an accelerated change of class
structure. From the perspective of its causes, we should emphasize that the growth of the
number of businessmen and small entrepreneurs was more significant than any change,
clearly attributable to the modernization of the economy in general.

Although relatively small extent of change in the occupational structure limited the
growth of mobility, a space for mobility was also created within the given structure,
emerging from the circulation of individuals among existing positions. With regard to the
enormous number of occupational categories among which such mobility of movement
could occur, we can examine intragenerational mobility during the first stage of the
transformation from a more simple perspective. We combine possible movements
according to the type of mobility, namely whether they represented a downward or
upward shift. Keeping in mind the specific character of the observed period, we further
separate the entrance into the new group of entrepreneurs and small businessmen
(regardless of occupation or sector) and include those groups which usually do not figure
in mobility analyses, i.e. individuals leaving the labor market (through unemployment, or
early retirement).

Table 7.6 Intragenerational class mobility of persons of working age (%)

Type of mobility Czech Hungary Poland Slovakia
Republic
83-88 88-93 83-83 88-93 83-88 88-93 83-88 88-93

Strongly down 1.9 3.2 2.3 2.7 2.3 22 20 2.2
Downward 24 3.8 3.5 34 3.0 42 23 3.8
Stability 86.7 700 811 577 808 60.0 830 6838
Upward 3.6 3.4 3.7 3.5 4.0 39 29 3.0
Strongly up 3.3 35 3.6 3.3 3.9 34 27 3.2
To self-employed 0.2 8.9 2.2 5.6 2.7 7.7 02 6.1
To unemployed 0.0 1.9 03 142 04 102 0.0 7.6
Early retirement 1.8 51 3.3 9.6 2.7 84 18 5.3
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: SSEE.

Because the survey data enable us to compare periods of the same duration, it is
possible to observe whether intragenerational mobility in CEE countries was greater
during the first period of transformation than in the last period of so-called ‘really existing
socialism’. Whether we take into account all types of mobility including departure from
the labor market (Table 7.6) or only the mobility of economically active persons during
the entire observed period (Table 7.7), it is possible to argue that the transition to
democracy and a free market has produced greater mobility than in the ‘pre-1989° period.
If we also include movements outside the labor market, the changes in the Czech
Republic were smaller than in Hungary, Poland, and Slovakia. In the Czech Republic,
mobility increased by approximately 17 % and the proportion of mobile persons reached
30 %, while in Hungary the proportion of mobile persons increased from 19 % in 1983-
1988 to 42 % in 1988-1993, and in Poland after an increase in mobility by 19 %, the
proportion of mobile persons reached 40 %.
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Table 7.7 Intragenerational class mobility of economically active persons (%0)

Type of mobility ~ Czech Republic Hungary Poland Slovakia
83-88 88-93 83-88 88-93 83-83 88-93 83-88 88-93
Strongly down 1.9 35 2.3 35 2.6 27 20 26
Downward 24 4.1 3.7 4.5 35 51 23 4.4
Stability 88.5 75.3 84.1 75.7 820 737 89.7 79.0
Upward 3.6 3.7 3.8 4.6 4.4 48 29 34
Strongly upward 34 38 38 43 44 42 28 36
To self-employed 0.2 9.6 2.3 7.4 31 95 02 70
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: SSEE.

These data which also include departures from the labor market, shows that in
comparison with other post-communist countries, the Czech Republic had the lowest
intragenerational social mobility resulting from the transformation. At the same time we
must add that this conclusion does not apply for traditional types of social mobility
defined as movements between class or occupational categories of economically active
persons (Table 7.7). In this case, the proportion of mobile persons in all observed
countries is much more similar — in the Czech Republic, Hungary, and Poland it was
about 25% and in Slovakia 21 %. It would seem that the faster pace of restructuring
chosen in Hungary and Poland has not contributed much to the change in mobility during
the transformation period, with the exception of the increased tendency to lay off any
surplus employees.

7.3 Mobility structure: the role of education and entrepreneurial activity

From the standpoint of the structure of mobility movements during the first period of
reform, mobility resulted in both the loss of employment (unemployment, early
retirement), and the growth of a newly forming group of self-employed, entrepreneurs,
and small businessmen. This applies especially to the Czech Republic, where this type of
mobility track was overwhelmingly predominant. The proportion of upwardly and
downwardly mobile persons in the early stages of the transformation, when compared
with the years leading up to 1989 did not increase significantly. This contradicts the
common assumption that the collapse of the Communist regime resulted in a massive
displacement of people on the top and bottom of the social hierarchy. Only in the Czech
Republic did we see an increase in strongly downward mobility (from 1.9 % to 3.5 %)
when compared with the last period of the totalitarian regime, however it was not
accompanied by a similarly significant rise in upward mobility.

The survey of the political, economic, and cultural elite in the Czech Republic also
confirms these results and shows that the political elite has changed significantly, but in
the economic elite a type of ‘revolution of deputies’ has occurred. Individuals in the
highest positions (directors, general directors) have been replaced by less politically
compromised professionals who were, from the standpoint of power, members of a kind
of ‘second league’ (mostly their deputies). While departure from the ‘first league’ of
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economic power was generally accompanied by strongly downward mobility or early
retirement, the arrival of new people to fill these freed-up positions resulted in rather
modest upward mobility. Considering that the transition is often referred to as
a ‘revolution’, the overall increase in the circulation of mobility in the first period of
transformation was far less massive than expected. In this respect, it is important to note
that the Czech Republic is not exceptional in the region.

Box 7.3 Circulation or reproduction of the economic elite?

The survey of political, cultural, and economic elite, which was conducted within the
project ‘Social Stratification in Eastern Europe after 1989’ with a sampling of
approximately 2,000 respondents shows that the Czech Republic did not differ
substantially from Hungary and Poland from the standpoint of the intensity of the
exchange of members of the political elite. In all of these countries, only a negligible
part of the former members of the nomenklatura remained in the highest political
positions. More than half of the new political elite was recruited from a group of
‘professionals’. However, a significant difference occurred in the recruitment of the
economic elite, particularly of directors and managing directors. In the Czech
Republic in 1994 only about 19 % of directors held the same position as in 1988, while
in Hungary 36 % kept their positions and in Poland 33 %. New directors were
recruited mainly from groups of former ‘deputies’. In the Czech Republic, 54 % of
directors were recruited from ‘deputies’, compared with 39 % in Hungary and 47 % in
Poland. The second strongest group to occupy the highest positions among the
economic elite was ‘professionals’, including 19 % of present directors in the Czech
Republic, 19% in Hungary, and 15% in Poland (Hanley, Matéjii, Viachova and
Krejci, 1996).

Table 7.8 Intragenerational class mobility of persons in working age by age cohort

(%)
Type of mobility up to 25 25-35 35-45 45-55/60
83-88 88-93 83-83 88-93 83-88 88-9383-88 88-93
Strongly down 8.1 4.7 2.8 4.4 14 33 15 24
Downward 8.1 5.9 5.1 6.3 15 3.7 09 2.6
Stability 737 647 806 668 834 721 90.0 70.2
Upward 7.1 4.7 5.3 3.7 4.0 3.7 17 2.9

Strongly upward 3.0 3.5 5.3 5.5 35 28 19 3.2
To self-employed 0.0 11.8 0.5 10.5 0.1 105 0.2 6.6

To unemployed 0.0 4.7 0.0 1.9 0.0 20 00 1.6
Early retirement 0.0 0.0 0.4 0.9 11 19 38 10.5
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: SSEE.

The aggregate data on intragenerational mobility hide significant differences between
certain social groups. This concerns groups for which we assume the transformation
would have opened previously blocked chances for social ascent (individuals with higher
education, young people, and people who did not take up membership in the Communist

166



Party during the Communist regime). But it also affected those groups which are
generally understood to have been disadvantaged by the transformation (individuals with
lower education, the elderly, and of course former members of the Communist Party and
the nomenklatura). The answer to the question of whether mobility tracks of the above-
mentioned groups did in fact differ, as presented in Tables 7.8-7.11.

Above all it has been shown that the assumption about the creation of opportunity for
young people was too optimistic, because among this group we see a smaller proportion
of upward mobility in comparison with the last period of socialism. Nor can it be said that
it was they who in the first transformation period joined the private business track,
because this type of mobility had been less common only among the oldest age-group.
However, the 25 and under group was most exposed to unemployment risks (4.7 %),
which among the oldest age-group (pre-retirement) had been compensated by an increase
in early retirement (from 3.8 % to 10.5 %).

Table 7. 9 Intragenerational class mobility by education (%0)

Type of mobility Primary and lower-  Upper-secondary Tertiary
secondary
83-88 88-93  83-88 88-93  83-88 88-93

Strongly down 1.8 2.6 24 4.2 14 4.5
Downward 2.6 3.3 2.2 4.8 14 4.8
Stability 87.2 71.3 85.4 67.7 87.1 67.8
Upward 2.9 3.1 4.6 3.8 5.6 4.1
Strongly upward 3.0 34 4.1 3.9 3.8 3.2
To self-employed 0.2 7.4 0.2 111 0.0 13.1
To unemployed 0.0 2.6 0.0 1.0 0.0 0.3
Early retirement 2.3 6.3 1.1 35 0.7 2.2
Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: SSEE.

As far as the role of education in mobility is concerned, the results offer little reason for
celebration (Table 7.9). In comparison with the optimistic expectation that education
would play a significant role in mobility, we have not seen a significantly stronger
tendency towards upward social mobility among university graduates. On the other hand,
we did discover that people with lower education have a tendency towards downward
mobility. Nevertheless, none of the educational groups have shown a significant upward
trend and the likelihood of decline in the first period increased mainly among university
graduates. It is very likely that at the very beginning of the transformation slightly higher
downward mobility among people with university education was the outcome of changes
in the higher positions of the occupational hierarchy due to the utilization of political
criteria (previous membership or function in the Communist Party, the effect of the so-
called lustration law, etc.). Upward mobility, on the other hand, was very likely tied to
actual ‘human capital’ (competence, skills) or ‘social capital’ (acquaintances and
connections), regardless of school diploma.

This also explains the otherwise baffling reality that higher education was not a factor
which significantly increased the possibility of ascent up the social ladder (less then 8 %
of high-school graduates in their productive age had this feeling, and among university
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graduates it was even lower). One explanation is that in the first period of the
transformation, diplomas earned in the past were not guarantees of real market abilities.
In market conditions, there is not only competition between people with and without
diplomas but between more and less capable people and also between people ready to
take business risks and those who are not. On the basis of available data, it is not possible
to determine the plausibility of this explanation. In contrast, there was a characteristic
trend that people with higher education, particularly university graduates, were more
likely to engage in entrepreneurial activity: among the self-employed, almost two times as
many people were likely to have university diplomas than those with only certificate of
apprenticeship (Table 7.9).

Table 7.10 Intragenerational class mobility by membership in the Communist Party
(CP) in 1988 (%0)

Type of mobility Non-member of CP Member of CP
83-88 88-93 83-88 88-93
Strongly down 2.0 3.0 1.6 5.4
Downward 2.6 35 1.0 54
Stability 86.9 70.9 85.9 64.6
Upward 3.4 3.7 4.7 2.2
Strongly upward 2.8 3.2 6.0 45
To self-employed 0.2 8.6 0.0 10.8
To unemployed 0.0 2.0 0.0 1.3
Early retirement 21 51 0.8 5.8
Total 100.0 100.0 100.0 100.0

Source: SSEE.

ISSP survey data covering the period from 1992 to 1997 indicate a strengthening of this
tendency. They show that while the proportion of university-educated professionals in
1992 constituted 14 % of the self-employed group, in 1997 it had risen to 24 %.
Considered from the opposite standpoint, while in 1992 only 9 % of university-educated
professionals had become self-employed, by 1997 it was already 18 %. Some analyses
show that one of the most important reasons for the strengthening of this tendency was
the far fewer chances for high economic valorization of education in the public sector
than in the private.

Analysis of the influence of membership in the Communist Party and nomenklatura
before 1989 on mobility is closer to popular expectations (Tables 7.10 and 7.11). While in
the pre-November 1989 period, Communist party membership significantly influenced
upward mobility (3% of non-members and 6 % of Party members recorded strongly
upward mobility), in the subsequent period the cards were turned, and nhon-members had
significantly greater chances of upward mobility. However, Party membership alone did
not significantly increase the risk of unemployment or early retirement and the same is
true for entrance into the group of entrepreneurs and small businessmen. With regard to
former members of the nomenklatura, Table 7.11 confirms the assumption that this group,
at one time privileged, experienced a higher degree of social decline during the first
period of transformation (17 %) and a shift into the group of entrepreneurs (18 %). Thus
in comparison with previously disfavored groups, membership in the nomenklatura
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before year 1989 resulted in a much greater likelihood of mobility, while the possibility of
downward mobility was at about the same probability of entering into the entrepreneurial
class.

Table 7.11 Intragenerational class mobility by status of nomenklatura cadre in 1988

(%)

Type of mobility Non-cadre Cadre

83-88 88-93 83-88 88-93
Strongly down 2.1 29 0.0 9.7
Downward 2.6 3.6 0.0 74
Stability 88.8 70.9 79.1 58.3
Upward 3.3 3.6 94 0.6
Strongly upward 3.0 3.7 11.0 0.0
To self-employed 0.2 8.4 0.5 18.3
To unemployed 0.0 1.7 0.0 2.3
Early retirement 0.0 5.2 0.0 3.4
Total 100.0 100.0 100.0 100.0

Source: SSEE.

7.4 Perception of changes in life-chances

Although social mobility during the first stage of the transformation did not increase
dramatically, it does not mean that the transformation did not lead to significant changes
in the social standing of individuals. This conclusion has been opposed not only by
common experience, but also by analyses of survey data which show the large number of
people who have changed occupation or employer. Changes in occupation or employers,
often leading to objective social mobility, need not necessarily be interpreted by people as
a significant change in their social standing or life-chances. This applies particularly in
historical periods of profound social change, when the life-chances of entire social groups
or classes are in flux. Thus, it is possible to assume that the transition to democracy and
market in CEE countries brought about a significant degree of subjective (perceived)
mobility, which may be to a large degree independent of objective social ascent or
decline.

Table 7.12 Subjective mobility of economically active persons (%o)

Type of mobility Czech Hungary Poland Slovakia Total
Republic
Strongly down 10.5 131 154 151 13.3
Downward 235 43.6 29.0 31.0 30.8
Stability 46.3 32.2 36.7 39.8 39.7
Upward 16.6 9.6 14.7 119 135
Strongly upward 3.1 15 4.2 2.1 2.7
Total 100.0 100.0 100.0 100.0 100.0

Source: SSEE.
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Box 7.4 Subjective social mobility and its measurement

Subjective social mobility is understood as the change in the self-positioning of an
individual on the ladders of social status and income (standard of living) between 1988
(retrospective responses) and 1993 (present-day responses). The questions were
Sformulated as follows: 1. ‘In our society there are groups which tend to be towards the
top and those that are towards the bottom. Here we have a scale that runs from top to
bottom [the interviewer shows the card with a scale running from 10 (top) to 1
(bottom)]. Where would you have placed yourself on this scale in 1988? And where
would you place yourself now?’ Subjective social mobility was defined as the
difference between subjective social status between 1988 and 1993. For better
comparison with categories of objective mobility, subjective status mobility was also
broken down into five sub-categories: 1 = strongly downward (decline of more than
three points); 2 = downward (decline of one or two points): 3 = stability (without
change); 4 = upward (increase of one or two points); 5 = strongly upward (increase of
three or more points).

This premise is confirmed by the comparison of objective and subjective mobility
between 1988 and 1993, when subjective mobility was actually much greater than
objective mobility. While more than two-thirds of respondents from CEE countries
objectively belonged to the same social groups, only 40 % of respondents stated that in
this period they did not feel any changes in their socio-economic position (Table 7.12).
Most economically active people stated that it was downward movement (44 %) and only
a small proportion of respondents (16 %) had the feeling of moving up the ladder of social
standing.

In contrast to objective class mobility, which was nearly the same in all four observed
countries (Table 7.11), there were significant differences in subjective mobility. The most
favorable situation was in the Czech Republic, where the proportion of people feeling
social decline was lowest (34 % compared with 57 % in Hungary, 44 % in Poland, and
46 % in Slovakia). Of all the CEE countries, during the first period of social
transformation, the Czech Republic showed the weakest tendency towards relative social
deprivation, which is associated with the feeling of social decline.

Subjective mobility was much greater than objective mobility especially because people
who were stable from the standpoint of both objective status and social class, also had
experienced feelings of ascent or decline. This suggests that the transformation produced
a marked collective mobility. Table 7.13 contains perceived social movements of
individuals whose positions were stable from the perspective of objective social class. At
first glance it is clear that these data do not differ greatly from those in the previous table
which shows all economically active individuals including those who objectively
experienced mobility. It is also worth considering that on average about 60 % of
individuals who did not experience any objective change in social class still perceived
a change in their position of social status, regardless of whether it was the perception of
ascent or decline.

Analyses also showed that the two types of mobility were very often in conflict. As
many as 43 % of individuals objectively experiencing upward mobility had the feeling of
social decline. In contrast, objective downward objective mobility often evoked feelings
of ascent on the scale of social status; nearly 15% of downward-moving persons felt
some improvement of their social status. Stability more often led to the feeling of
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decreasing rather than increasing social status, while 45 % of objectively stable persons
felt downward social mobility, only 14 % boasted an increase in their social status. These
results confirm a strong feeling of social deprivation among reform countries, which had
been documented earlier (Rehakova and Vlachova, 1995).

Table 7.13 Subjective mobility of economically active persons who did not change
social class between 1988 and 1993 (%0)

Type of mobility Czech Hungary Poland Slovakia Total
Republic

Strongly down 94 13.0 16.1 15.7 13.2
Downward 25.1 43.5 29.2 334 32.0
Stability 48.9 33.6 38.1 39.9 41.2
Upward 14.3 8.5 13.0 9.6 115
Strongly upward 2.3 1.3 3.7 1.5 2.1
Total 100.0 100.0 100.0 100.0 100.0

Source: SSEE.
Only individuals who in Table 7.7 belong to the ‘Stability’ category.

The analysis of subjective mobility among people who had become self-employed
during the observed period also reveals an interesting picture. In comparison with other
types of mobility, newly found independence often evoked the feeling of an improvement
in social status while also effectively combating feelings of social decline. It is possible to
say that membership in the new entrepreneurial class was arguably the most effective
strategy of mobility, which generally helped to counterbalance the sufficiently widespread
feeling of a drop in social status.

Box 7.5 Measuring subjective socio-economic mobility

We consider subjective socio-economic mobility to be the feeling of change in social
status by an individual, which is accompanied by a feeling of change in economic
position. We speak of upward subjective socio-economic mobility when the respondent
not only feels social ascent (measured on the scale of social status) but at the same
time also economic ascent (measured on the scale of income and living standard). In
contrast, the feeling of social and economic decline expresses a drop in socio-
economic mobility. In addition to changes in subjective status (as mentioned above),
subjective socio-economic mobility also includes how respondents perceive their own
income situation. ‘Would you say that your family income was (is) in comparison with
other families in the Czech Republic far below average, approximately average, above
average, or far above average?’ Of importance here is precisely the relative context of
evaluation. The manner of calculation of subjective socio-economic mobility is
explained in the appendix at the end of this chapter.

Similar to objective class mobility, objective status mobility also evoked feelings of
social ascent or decline, which did not always correspond with objective change. Not
even objectively strong ascent on the socio-economic status scale was able to prevent the
feeling of relative social decline. The proportion of people who objectively experienced
upward mobility but who were feeling relative social decline was not significantly
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different from those with the feeling of relative social decline with other types of
objective mobility. The feeling of ascendance among objectively upwardly moving
people was nearly as frequent as among people whose status position had objectively
declined or was unchanged. These results thus confirm that subjective mobility was not
only much greater then objective mobility, but also that it was to a great extent
independent of it.

One explanation of this paradox is the significant degree of collective mobility which
commonly accompanies periods of profound social change. This mobility represents
a significant change in the typical life-chances of members of certain social groups or
classes, but it is also experienced by people who have remained in the same positions, i.e.
who did not change employers, job or position. Subjective socio-economic mobility of
people who have from an objective standpoint remained stable is in fact circumstantial
evidence of the extent of collective mobility.

Box 7.6 How to read means and confidence intervals in figures

On the basis of methods used for defining the feeling of socio-economic mobility, it is
possible to compare changes in the position of individual groups. The average change
in subjective socio-economic status is represented in each figure by zero (the thin
horizontal line cutting across the entire figure). If the observed group has moved
upward in comparison with the average, it is placed in the upper part of figure and
vice-versa. International comparison is possible because the position of groups is
always determined according to the distance from the national average (zero). The
short horizontal line cutting across the column, which represents the corresponding
group shows the average of subjective socio-economic mobility in the observed group.
The vertical column represents the 95th percentage confidence interval, which shows
the range of values, in which 95 % of sample means calculated from independent
samples would fall if we repeat samples multiple times. This method verifies the
hypothesis that averages from two compared groups significantly differ, i.e. that their
differences are not the result of random factors. For practical purposes it is enough to
know that if the mean of one group lies out of the area of the confidence interval of the
other group, it is possible to conclude that the means of these two groups are
statistically significantly different. In the figures, the value F-ratio and the pertaining
value of the level of statistical significance (p) tests whether differences between
groups are statistically significant. The higher the value of the F-ratio, the bigger the
differences between compared groups. If p is smaller then 0.05, these differences may
be considered to be statistically significant.

To comprehend the process of transformation from various points of view, we must
also ask which social groups experienced a relative improvement in their life-chances and
which, in contrast, experienced feelings of decline and social deprivation. We have shown
above that objective stability of socio-economic status does not necessarily mean the
stability of subjective (perceived) socio-economic status. Not only people who are
objectively mobile (i.e. those who have changed their social class since 1989) but also
people who are stable from the standpoint of class felt significant change in their life-
chances. These results confirm that there has been quite significant collective mobility
which contributed to the formation of two groups of citizens and have developed visibly
different political attitudes and election behavior. On one side we find people who took
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the transition period more as a beginning for social ascendance (sometimes called winners
of the transformation), and on the other there were those who, accustomed to relative
advantages during the Communist regime, suddenly had the feeling of losing these former
advantages and security, which was accompanied by a feeling of social decline (the so-
called ‘losers’).

There are certainly many factors which influence the perception of social ascent and
decline. But here we will focus only on those which are generally considered to be
important, such as social class, education, and political capital acquired in the past. To
better evaluate the actual importance of these factors, it is necessary to observe their
influence only among people who, had not undergone any mobility in class or status. This
approach allows us to partially solve the problem of excluding the influence of objective
individual mobility from the feeling of changes in life-chances and to move closer to the
characteristic of collective mobility, which is typical for the period of transformation.

At the beginning of this chapter, we expressed the assumption that collective mobility
during the post-communist transformation is, to a certain degree, a process which
gradually eliminates the consequences of large-scale redistribution, which was the basic
principle of state socialism. Presently, mobility should be moving in an opposite direction
from that mobility which led to the rise of socialism. The weakening of redistributive and
egalitarian mechanisms in the transition to a market economy, together with rising
inequality, evoke feelings of loss among those who took advantage of socialist
redistribution (if only relatively), and feelings of ascent among formerly disadvantaged
groups. It is possible to verify this thesis on the basis of the comparison of subjective
socio-economic mobility of people whose position, in the observed period 1989-1993,
had remained stable from the standpoint of social class.

Figure 7.1 Change in subjective socio-economic status between 1988 and 1993
among persons who did not change their occupational class (factor
scores, means and confidence intervals)
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On the basis of the described method, it is possible to compare the position of
individual groups in CEE countries (Figure 7.1). International comparison was made
possible by a computation of the position of groups relative to the national average
(which is represented by zero). As far as social class is concerned, the results clearly show
that in all CEE countries, members of higher occupational classes (professionals and
executives) experienced significant upward socio-economic mobility while workers, on
the contrary, experienced relative decline. Although this tendency is common for all CEE
countries, it was strongest in the Czech Republic, where the introduction of market
principles evoked the most visible centrifugal tendency among social classes.

Also interesting is the comparison of the development of manual and non-manual
employees, which clearly illustrates contrary movements While non-manual employees
had above-average feelings of socio-economic ascent, manual employees felt to be below
average. Even this shows that the picture of ‘winners’ and ‘losers’ in the first stage of
transformation is to a certain degree a mirror image of ‘winners’ and ‘losers’ of socialist
redistribution. These results confirm that during the transformation, the subjectively
perceived life-chances of large social groups have been turned around. Another
interesting finding is that skilled workers (the ‘elite’ according to socialist ideology) felt
a greater handicap in the transition to the market than unskilled workers.

Figure 7.2 Positions of occupational classes on the scale of subjective social status
(scale 1-10, means and confidence intervals)
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Social classes have continued to ‘mature’ since 1993. An ISSP survey conducted in
autumn 1997 assessed the subjective social and economic status of respondents in the
year of the survey and also retrospectively in 1989 and 1994. A comparison of average
values of the status of the main social classes (Figures 7.2 and 7.3) verifies that from the
standpoint of social and economic status, social classes — in origin centered within
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average — had moved apart significantly. While lower grade professionals (e.g.
elementary school teachers, dental lab technicians, or operation technicians), routine non-
manual employees (mostly clerks and administrative workers), and also upper-level
professionals (mangers, directors, specialized doctors, attorneys and university teachers)
remained at their ‘pre-revolution’ positions, entrepreneurs experienced significant social
and economic upward mobility.

Figure 7.3 Positions of occupational classes on the scale of subjective economic
status (scale 1-10, means and confidence intervals)
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Source: ISSP-1997.

During the first period of the post-communist transformation (1989-1993), the
subjective dimension of social inequality grew due to the considerable economic and
social decline among manual workers (both skilled and unskilled manual workers). The
second period (1994-1997) brought mostly a feeling of economic (but not social) ascent
among upper-level professionals. Here it is necessary to note that behind the average
economic ascent of these groups stand managers, lawyers, and financial professionals. In
contrast, other professionals — especially in the public sector — have experienced
stagnation. Continuing social and economic decline, even though it was much milder than
in the first period of transformation, was felt by skilled and unskilled manual workers
alike.

7.5 The role of human and political capital

The change of life-chances in the course of transformation is often connected with
a change in the role of human capital (education and experience) in economic success.
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Thus we should be concerned with whether higher education, as an independent factor,
creates better life-chances, i.e. if people with higher education perceive socio-economic
upward mobility regardless of any change in their social and professional position.
Results presented in Figure 7.4 confirm these assumptions. University graduates felt
strong socio-economic ascent in the first period of transformation, which was notably
different from other educational groups. High school graduates also experienced some
kind of ascent, but it was less considerable. We also should pay attention to the two
lowest levels of education: the typical ‘losers’ in the transformation process are not
individuals with elementary education but rather workers with vocational education.

As far as development in the following years is concerned, the ISSP-1997 survey
shows that the process of differentiation of social and economic status between
educational groups had slowed down (Figures 7.5 and 7.6). Similarly as with social
classes, here the peak of the social pyramid on its way upward slowed down, while lower
situated groups experienced further decline. From the standpoint of educational groups,
only people with vocational education experienced social and economic decline who, in
evaluating their social position, ended up on the same level as those with elementary
education. Regardless of the significant slowing-down of the differentiation process
between 1994 and 1997, differences between individual educational groups became
significantly wider, in the direction of the strengthening of the importance of education
for life-chances.

Figure 7.4 Change in subjective socio-economic status between 1988-1993 by
education among persons who did not change their occupational class
(factor scores, means and confidence intervals)
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Figure 7.5 Positions of educational groups on the scale of subjective social status

(scale 1-10, means and confidence intervals)
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Figure 7.6 Positions of educational groups on the scale of subjective economic status
(scale 1-10, means and confidence intervals)

Degree 1989 1994 1997
F-ratio=1.3 F-ratio=22.2 F-ratio=33.7
p=317 p=.000 p=.000

| %
: 4 4
; i
-
i
3 d
$ & & & $ & & S $ & O S
Q‘&Q & & @(‘\ Q'o@ o@’ 69& \é‘\ Q&\‘Q épob oé’ \@(‘\
< S < < < <
& $ & & & &
¢S ¢ K NSRS

Source: 1SSP-1997.

177




Figure 7.7 Change in subjective socio-economic status between 1988-1993 by status
of nomenklatura cadre (factor scores, means and confidence intervals)
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The role of political capital accumulated during the past regime is also important. This
is determined by how former members of the Communist Party and of the nomenklatura
perceived changes in their life-chances. Earlier analyses have already shown that party
membership in itself did not represent political capital directly transferable into ‘assets’ of
life-chances (Matg&jii a Rehdkova, 1993; Mat&jii a Lim, 1995). Our research also confirms
that between Communist Party members and non-members, differences in feelings of
a change in socio-economic status were not statistically significant in any of the CEE
countries.

The results were different among members of nomenklatura, who perceived their life-
chances more favorably than others in the first period of transformation (Figure 7.7). This
applies not only to ‘cadres’ who managed to stay in their positions even after the year
1989, but also to those who had to leave their positions. It was mainly because they were
more successful in starting business.

Of particular interest in this regard was the comparison of three specific groups:
upwardly mobile people, new entrepreneurs and small businessmen who were and were
not members of the nomenklatura. We showed earlier that upward class mobility in itself
did not lead to strong feelings of an opening of life-chances, as a transfer into the group of
self-employed people. In addition, the comparison with members of the nomenklatura
shows that mobility from this group into the group of entrepreneurs and small
businessmen led towards significantly stronger feelings of upward socio-economic
mobility than entrance into the same group from different positions of employment.
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Analyses comparing the specific influence of the individual factors of subjective
mobility also confirm the conclusion that higher education and starting of entrepreneurial
activity in the first period of transformation had strengthened the feeling of socio-
economic ascent. In contrast, upward or downward occupational mobility within the state
sector did not create any significant changes in perceived life-chances. It was also
confirmed that Communist Party membership did not have any influence on subjective
mobility, but membership in the nomenklatura was of great help. Its influence was
extremely strong above all in Hungary, where circulation within the economic elite was
smaller and therefore the transition towards the market legitimized its already existing
privileges much more than in the Czech Republic (Hanley, Matéjt, Vlachova and Krejéi,
1996). In the Czech Republic, the exchange of the economic elite was much greater than
in Hungary and Poland, therefore membership in the nomenklatura was not an important
source of the feeling of socio-economic ascent as it was elsewhere.

7.6 Conclusion

The analysis of objective intragenerational mobility in the first period of the
transformation and its comparison with the last period of state socialism lead to the
following general conclusions:

1. In the first period of the transformation, one of the most frequent causes of changes
in social status was the significant decrease in the employment rate. This was expressed
mainly by the growth in the unemployment rate (with the exception of the Czech
Republic, where unemployment grew at a slower rate than in other CEE countries) and
also by the growth of early retirement. Early retirement actually swallowed up a big part
of the surplus labor force; otherwise, if this group had become unemployed, the overall
unemployment rate could have reached an unbearable level. This tendency was common
for all CEE countries, including the Czech Republic.

2. If we ignore the consequences of the drop in employment, then the growth of social
mobility at the beginning of transformation was not as great as was expected. The rather
minor degree of changes in employment and occupational structures blocked any sizeable
growth of mobility. Nonetheless, a new group of entrepreneurs and small businessmen
was born, and important transfers between certain branches of the economy occurred,
mostly in the favor of the service sector. Such transfers between branches, however,
generally did not lead to social mobility because in most cases they did not produce any
fundamental changes in the work performed. Otherwise, no substantial changes in the
social structure of the population occurred, which surely would have been the case if the
economy had undergone more intensive restructuring. This applies not only to the Czech
Republic, but also to Hungary and Poland, where the modernization of the economy is
often thought to have progressed at a more intense rate.

3. The circulation mobility was also relatively limited, which means that no large-scale
exchange of people on the basis of skills or other criteria occurred. Analyses indicate that
during the first period of transformation, there was greater mobility among people who
occupied positions, which in the past had been filled according to political criteria (the
nomenklatura system). However, analyses do not indicate that this growth in mobility
was accompanied by a strengthening of the role of meritocratic criteria.
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At the beginning of this chapter, we suggested that the transformation has led to the
polarization of society into two groups, differing mostly in the life-chances which have
opened up to them following the collapse of the Communist regime. At the same time, we
assumed that this polarization would be expressed in subjective mobility. In this respect
we have reached following conclusions:

1. Subjective mobility was actually significantly greater than objective mobility in
terms of class and status. From this it follows that stability, from the standpoint of the
placement of individuals in the class structure, did not necessarily mean stability in life-
chances, because these changes were also felt by those who remained in the same jobs
and in the same positions. It indicates the existence of a rather substantial collective
mobility, which has evoked a feeling of changes in life-chances among entire social
groups and classes. In this respect, we consider it very interesting that the entrance into
the group of self-employed had a much bigger impact on the feeling of a change in life-
chances than other types of mobility.

2. In the first period of transformation, CEE countries differed much more in subjective
mobility then in objective mobility. This was also the case because the subjective
dimension of mobility was more dependent upon different results of the transformation on
life-chances of entire social classes and groups. In other words, collective mobility was
probably a much more significant factor of changes in life-chances than individual
mobility, bumping up against the limits of structural change which perhaps had more of
an evolutionary than revolutionary character.

3. The gradual abolition of socialist redistribution brought about the subjective decline
of rather large segments of the population, mostly typical ‘winners’ during socialist
period — people with lower education and workers. In opposition, the transition towards
the market and democracy has created new opportunities, especially for those individuals
who were handicapped by the socialist system of redistribution and also for university-
educated people, professionals, the middle classes, and new entrepreneurs. The opening
up of opportunities for social ascent, together with the growth of income and wealth
inequalities, has contributed to the crystallization of traditional social classes. Formerly
vague differences between members of various social strata, from the standpoint of their
subjective position on the important vertical axes of the social system (social and
economic status), became more accentuated.

4. The level of education has been the most influential factor in the feeling that the
transition towards the market has led to an improvement of socio-economic status and to
an opening of life-chances. While this is valid for all CEE countries, the feeling of ascent
among individuals with higher education was stronger in countries where the role of
education had been weaker during the Communist period, namely in the Czech Republic.
This undoubtedly positive tendency from the standpoint of the valorization of human
capital has weakened over the last few years. The further development of differentiation
among educational groups was caused rather by feelings of social and especially
economic decline among people with the lowest level of education than by feelings of
increasing upward mobility among university graduates.

5. Membership of the Communist Party was not a significant factor in the change in
life-chances after the collapse of the Communist regime. In contrast, members of the
former nomenklatura underwent a significant improvement in their life-chances during
the transition, independent of the actual type of objective mobility. Both individuals who
did not undergo any objective mobility and those who transferred their political capital
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into economic capital (i.e. entering the business world) experienced upward mobility on
the ladder of socio-economic status. Of particular importance is the finding that opening
business produced a stronger feeling of socio-economic ascent and increase in life-
chances among members of the former nomenklatura than among other people.

Appendix

1. The definition of types of social mobility

To express mobility movements among social classes in the form of downward or upward
mobility paths, it is necessary to order these classes vertically according to the average
socio-economic status of occupations. The definition of socio-economic status and the
average value of the ISEI index in individual social classes are located in Appendix H.
Categories of downward and upward mobility were defined using detailed EGP
classification with 10 categories as follows: 1. Strongly down: two or more classes down
2. Down — one class down 3. Stability — no change 4. Upward — one class up 5. Strongly
upward — two or more classes up 6. To self-employment — joining the group of
entrepreneurs and small businessmen (this type of transition overrides the categories
mentioned above). The table shows the relationships between types of class mobility and
average shifts along the scale of socio-economic status. Average values of change in
socio-economic status in individual types of social-class mobility for economically active
persons were calculated from the international merged data file of the project Social
Stratification in Eastern Europe after 1989 (Czech Republic, Hungary, Poland, Slovakia,
N=9500). The results show that all types of mobility correspond with the direction and
intensity of people’s movement along the scale of socio-economic status:

Type of Percent of Average change in terms of socio-
mobility respondents economic status (index ISEI)
Strongly downward 3.0 -16.1

Downward 4.3 -5.9

Stability 76.9 0.0

Upward 3.9 5.8

Strongly upward 3.7 155

To self-employed 8.1 1.7

2. The definition of subjective socio-economic mobility

The analytical construct ‘subjective socio-economic mobility’, used in Figures 7.1, 7.4
and 7.7, was defined with the help of four variables: 1. Subjective social status in 1988
2. Perceived position in the income hierarchy in 1988 3. Subjective social status in 1993
4. Perceived position in the income hierarchy in 1993. On each pair of variables, first
a factor analysis was applied (the PRINCALS method of principal components modified
for analysis of ordinal variables). Using this method, two latent variables were defined for
each year, the first expressing the consistent component of subjective status and the
second representing rather its inconsistent component. In the interest of maintaining the
frame of references used by respondents in the evaluation of their positions (i.e. towards
other individuals in a given society), single dimensions were formed (factor scores)
standardized to averages of individual countries (standardization was made by Z-score for
each country independently).
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Variable ‘subjective socio-economic mobility’ was finally created as the difference
between the values of variables representing consistent components of subjective socio-
economic status in 1988 and 1993. This construction of the analytic indicator has the
advantage of enabling the evaluation of changing life-chances from the standpoint of
either the social or economic aspects of subjective mobility.

Variable Dimension 1 Dimension 2
Year 1988

Subjective social status 0.795 -0.632
Subjective economic status 0.815 0.617
Eigenvalue 0.647 0.389
Year 1993

Subjective social status 0.814 -0.601
Subjective economic status 0.815 0.600
Eigenvalue 0.663 0.361
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8 The role of the market and government in
the eyes of the public

Modern capitalist countries share the idea that societies should be based upon the bal-
anced operation of market mechanisms and state regulation. Unlike economic theory, real
markets are never perfect and thus governments must protect consumers against unfair
competition (expansion of monopolies) and external factors (pollution of the environment
and other adverse effects of business) by means of legal and regulative measures. Moreo-
ver, the state is also expected to provide citizens with public goods such as defense, com-
munication, infrastructure, and education. But the activities of governments are seldom
flawless. Their intervention in the economy suffers from particular group interests and the
limited capacities of state bureaucracy, from the belated measures taken by the govern-
ment in favor of economic growth, and discrepancies between political and economic cy-
cles.

Every democracy bears witness to political disputes about the acceptable degree of state
intervention into various spheres of social and economic life. The political right advocates
the ‘invisible hand of the market’ and aims at a small but strong government. The left,
however, wants the ‘visible hand of the government’ to be more apparent. The right-wing
critics of regulation (e.g. Friedman and Friedman, 1980; Krol and Svorny, 1994) compare
excessively regulating governments to bad parents who only forbid things and are not
aware of the fact that in doing so they are actually causing their children harm. Their
claims are supported by studies showing that countries with more limited market regula-
tions (e.g. Great Britain, Denmark) are economically more sound than countries with more
extensive regulations (e.g. France, Italy).

Slower economic growth in recent years has given rise to political disputes about
whether the Czech Republic enjoys an unduly free market economy and has
a government which is too passive or one which interferes too much in the country’s eco-
nomic and social affairs. Citizens rightfully ask whether economic problems stem from the
failure of the market or excessive governmental activity. Political debates about the role of
the market and state in the economy follow the same lines as ideology voiced in the West
— the right promotes a liberal market, the left, on the other hand, advocates the welfare
state. These divided roles, however, do not represent an iron rule. The fact that in real
politics there may be substantial deviations from ideological labels can be demonstrated
by the ‘market oriented’ policies of left-wing governments in New Zealand in 1980s,
Great Britain in 1990s, Hungary, and for a short period in Poland.
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Box 8.1 Right-wing policy of leftist governments

In 1984 a large-scale reconstruction process of the social security system, described as
the transformation ‘from the welfare state towards a civil society’, was carried out un-
der the then-elected Labor government in New Zealand. It meant lower social allow-
ances, changes in regulated rents in state-owned flats, the introduction of tuition and
health care fees, extensive privatization in the field of education, health care and so-
cial welfare, and significantly lower public spending, below 40 % of the GDP. It was
the first time that an excessive role of the state had been reduced by a leftist govern-
ment.

A similar development could also be seen in Great Britain when the Labor Party won
the 1994 elections. This nominally left-wing party adopted the concept of the relation-
ship between the market and the state which had been successfully promoted by the
previous Conservative government and even continued on its course of reform. The ex-
istence of the phenomenon called New Labor gives a new meaning to disputes between
the left and right about the role of the state and market.

Hungary and Poland were among those socialist countries where an extensive nation-
alization of the economy had not been carried out during the post-war period and
where before 1989 (ahead of the others) communist governments introduced economic
reforms aiming at hybrid, ‘third way’ economies (Dangerfield, 1997). For example, in
the 1970’s the first reforms were launched in Hungary. They allowed the establish-
ment of companies with foreign capital and brought about a unification of exchange
rates for business and non-business payments. At the same time a gradual devaluation
of the currency began and price liberalization was introduced (Tomsik, 1997). After a
short period between 1990 and 1994, when Hungary and Poland were ruled by the
right-wing parties, leftists recruited from the pre-1989 communist parties continued in
their reforms aiming at a market economy, often more radically than the right.

After forty years of a suppressed free market, capitalism started to develop again in the
Czech Republic and the role of the state has changed. The state has to a large degree
ceased to rule the economy, but it continues to be responsible for building a functioning
infrastructure indispensable to the existence of the market. The state does not have to pro-
vide its citizens with a wide range of services but those which it is obliged to provide must
on principle be rendered in compliance with clear rules and their provision must not im-
pede the civil rights of one group of citizens in favor of another. One question, however,
remains unanswered: why has the amount of bureaucracy grown in terms of numbers
along with the amount of state funds allocated without substantially improving its effec-
tiveness and image in the eyes of its citizens?

The question of social redistribution remains an open one. Although the transformation
did not have such heavy social consequences as in other countries, many people were
forced to change their jobs and their living standards deteriorated. On the one hand, it
introduced more opportunities and greater responsibility, while on the other, large ine-
qualities in income and wealth emerged, stirring emotions of relative deprivation and
stress (Rehakova and Vlachova, 1995). While the specific experience of the market
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economy has turned many people into realistically and pragmatically thinking individu-
als, it has brought dissatisfaction and disillusion to others. It has also helped to sort out
ideas on what proportion of market mechanisms and state interventions might be most
appropriate.

8.1 Dilemmas of economic policy in the opinions of Europeans

Currently many economic and social issues — such as inflation, excessive public spending,
unemployment, low economic growth, and high taxation stifling the private sector — are
being tackled not only by East European countries but West European countries as well.
In spite of the fact that West European countries have been unequivocally encouraged to
reduce the role of the state (or even to take the US approach in 1980s), their citizens gen-
erally show little willingness to abandon generous social provisions and to reduce public
spending. Nonetheless, relatively radical reforms reducing the welfare state have been
launched in many countries. It is expected that this process would be least successful in
welfare countries such as Sweden or Finland, where reforms of the system of social pro-
tection have become almost politically unfeasible.

Figure 8.1 What measures for the revitalization of the economy do you support?
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The fact that Europeans demand a more comprehensive role of the state compared to
US citizens has been demonstrated in the ISSP—1996 survey on the ‘Role of the Govern-
ment’. Respondents from countries whose markets are appraised as strongly regulated
advocate a more powerful state. These are traditionally paternalistic, economically less
liberal countries (Finland, Norway, and Sweden), but also countries undergoing reforms,
such as Hungary, Slovenia, and former East Germany (Figure 8.1). Citizens from the
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Scandinavian countries support price regulation (supported by 65 % of Norwegians and
58 % of Swedes surveyed), while countries undergoing reforms support both price regula-
tion (82 % of surveyed ‘Eastern’ Germans, 81 % of Slovenes, and 64 % of Hungarians)
and income regulation (69 % of ‘Eastern’ Germans, 51 % of Hungarians, and 76 % of
Slovenes).

Little willingness to give up various paternalistic provisions is also typical for other
transition countries — this holds true for former East Germany, Hungary, and Slovenia. To
revitalize national economies, citizens from these countries suggest the creation of new
jobs and investment in technology. Tremendous support is given to subsidies in declining
industries and budget cuts. Scandinavian countries as well as West Germany advocate a
shorter work week, assistance to declining industries, the creation of new jobs, and in-
vestment in technology. Even the economically extremely liberal US, shows
a willingness to adopt certain paternalistic measures like the creation of new jobs or in-
vestment in technology. It is interesting that except for the opinion about public spending
cuts, Czechs share a very similar view on these issues as American citizens.

To revitalize the economy, Czechs would support cutting government spending but at
the same time the creation of new jobs and subsidies in technology. Nevertheless,
a reduction of government spending receives low support in comparison with other coun-
tries. The level of support does not vary according to social class. The only exception is
the category of skilled workers, 46 % of whom are against budget cuts. From the stand-
point of political orientation, such support is low among both extremist parties (about
40 %). Only pensioners, especially left-wing supporters, consider assistance to declining
industries effective, while the economically active population does not agree with gov-
ernmental measures of this kind.

Box 8.2 Anti-inflation policy

Some economists claim that inflation is very costly and thus monetary policy should do
everything to combat inflation (Gavin and Stockman, 1988; Gavin, 1990; Howitt,
1990; Selody, 1990a, 1990b; Hoskins, 1990; Dowd, 1994). In contrast, others think
that to combat inflation — anti-inflation — is more costly since price stabilization pro-
duces low economic growth and unemployment (e.g. Lucas, 1989; 1990; Fortin, 1990;
Peters, 1990; Scarth, 1990). It is an unpleasant reality that the tackling of high infla-
tion in transition countries may result in painful side effects — low economic growth
and unemployment. There are also opinions, however, that these side effects are not
unavoidable and the more successful the anti-inflation policy is, the more trustworthy
it will be. Support for low inflation and the potential willingness to come to terms with
the side effects of inflation regulation measures (unemployment) differs in individual
countries.

Politically rewarding topics are wage and price regulations (Figure 8.2). Their propo-
nents often argue that these regulations combat inflation and/or that they represent socially
oriented measures. Their opponents, on the other hand, claim that such regulations cannot
remedy inflation but rather only cover it up. A similarly conflicting issue is their long-term
effect. When regulations are applied on a national scale — as is the case with social
measures — they distort the structure of household expenditures, undermine saving-
oriented behavior, and warp investment as well as the price structure, which eventually
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leads to wasted labor and lower levels of production. Specifically, in the case of the Czech
Republic, economists have warned that price regulation (e.g. rent or energy price control)
has an adverse impact on other economic indicators, including the deficit of the payment
balance.

Figure 8.2 What kind of regulations do you support?
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Views of citizens of post-communist countries regarding inflation and unemployment
reflect both macroeconomic trends and personal experience. Present attitudes of citizens
of the Czech Republic are influenced by the fact that here unemployment was for a long
time the lowest in the entire post-communist region (in 1997 it was under 5 %, in 1998 it
was estimated to reach 6.4 %), and is far below the average unemployment rate in the EU
(around 10 %). In contrast, inflation has reached approximately 10 % and its rate is higher
than in the EU (1.8 %). Although it is far from catastrophic, it is moving away from the
ideal zero rate. The implemented policy to reduce inflation has not, however, produced
expected results. Some experts claim that inflation is linked to the transformation process
and that it has been caused by the shift of price levels in the Czech Republic towards those
in European countries (Mozny, 1998).

Even though the macroeconomic indicators are clear, to make a choice between higher
inflation and higher unemployment is not easy, as is suggested by the 20 % of surveyed
citizens in the Czech Republic who remain undecided on this issue. Since inflation seems
to be a more visible problem here, support for anti-inflation measures is stronger than
support for low unemployment (Figure 8.3). Within the general public, support for low
inflation varies according to political orientation; it declines from the right to the left side
of the political spectrum, while support for low unemployment rises in the other direction,
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from the right to the left. Right-wing voters agreed with the steps taken by the Czech Na-
tional Bank to reduce inflation: 76 % of ODS and 73 % of ODA supporters, followed by
KDU-CSL voters (67 %) and SPR-RSC (61 %). Even though voters of left-wing parties —
CSSD, KSCM - found low unemployment important, more than half of them (57 %) fa-
vored low inflation.

Figure 8.3 What of the two options would people prefer?
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Note: Percentage of those who were able to decide. In Germany and Sweden, the budget
question was not asked.

Support for low inflation over low unemployment also prevails in Hungary, but only
moderately, since following a two-year reform and stabilization package, inflation
dropped to 18 % and unemployment to 10 % by the end of 1997. On the contrary, unem-
ployment remains a problem in Slovenia — 51 % of Slovenes prefer higher employment
over low inflation. Slovenia has managed to shake off Yugoslav hyperinflation successful-
ly and to stabilize inflation at 9 %; unemployment, however, has reached nearly 15 % and
it is expected to grow due to the unfinished reforms. Direct experience with the above-
mentioned issues is not reflected in the attitudes of West Germans and Americans. In spite
of the fact that unemployment (10 %) has been the main German problem, its citizens fa-
vor low inflation. On the other hand, US citizens lean towards low unemployment (its rate
was about 5 %, while inflation reached only 2 %).

The growing number of activities undertaken by the government in the social sphere and
in the area of public goods has raised the problem of how to finance them. The govern-
ment has, in fact, only two options — to introduce higher taxes or to allow deficit financ-
ing. Higher taxation, however, is not a very attractive means to cover government spend-
ing — it is true that people usually welcome massive public spending, but this is not the
case with higher taxes. According to respondents, taxes are the greatest burden on citizens
of Germany (68 %), Hungary (70 %), and Sweden (56 %), none wishing to finance higher
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expenditures on social protection through taxes. The greatest readiness to increase social
expenditures from taxes can be found in former East Germany, the Czech Republic, and
the US. A relatively strong tendency to maintain present social expenditures, financed
through a budget deficit to pay the bill in the future are found in Hungary and Slovenia.

The escalated demand on government spending on social protection and public goods
combined with an unwillingness to pay taxes represent a complex political puzzle: is it
possible to retain a standard of living and a functioning state administration without main-
taining or increasing state expenditures? Some studies show that an increase in state
spending on health care and education had a direct impact on rising living standards up to
the 1960s, when infant mortality was reduced and certain diseases were eradicated, illiter-
acy was curbed, and the level of education rose. However, the effect of state spending on
the standard of living has gradually diminished and on the contrary, its adverse impact on
the performance of the national economy has increased, including the growth of the in-
formal economy. The alternative, adopted in many countries, of leaving a high proportion
of income in the hands of citizens, turned out to be very advantageous (New Zealand ad-
vanced the largest cuts of public spending up to 35 % of the GDP in 1996).

Public opinion on taxes, government spending, and the balancing of the state budget
vary in the Czech Republic according to the economic rhetoric of the leading political
parties. The 1996 ISSP survey shows that voters of right-wing parties backed the principle
of a balanced state budget (66 % of ODS supporters, 67 % of ODA supporters) and want-
ed the government to spend less on social programs. In opposition to this were voters of
left-wing parties, identifying with the left-wing tendency towards deficitary financing
(70 % of CSSD supporters and 79 % of KSCM supporters). A budget deficit was also fa-
vored by 43 % of voters of KDU-CSL and SPR-RSC.

When given the choice between simultaneously reducing or increasing taxes and social
expenditures, one-fifth of respondents were undecided and most of the others leaned to-
wards the second alternative. Only a small majority of right-wing supporters — 53 % of
ODA voters and 55 % of ODS voters — preferred an increase in taxes and spending, while
voters placing themselves towards the left side of the political spectrum gave increasing
priority to a simultaneous increase in taxes and social expenditures, including 56 % of
SPR-RSC voters, 70 % of KDU-CSL voters, 70 % of CSSD voters, and 71 % of KSCM.
Although the political scene has since changed, its divergence in terms of the support for
massive state redistribution is likely to have remained the same.

8.2 Order and public goods, or social redistribution?

Under the laissez-faire capitalism of the last century, governments were mainly comprised
of ministries of finance, defense, foreign affairs, domestic affairs, and justice. Since then,
and following the concept of welfare state, governments have expanded to include health
care, education, social security and housing, and many citizens have come to consider
social justice (interpreted as redistributive transfers) as the government’s main priority. A
legally flawless and effectively functioning market economy need not be viewed by all as
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under all circumstances ideal, considering the inequalities in income and wealth it gener-
ates. The tendency to curb income and property inequalities is manifested in the efforts
taken by all democratic countries to tax the rich more heavily than the poor and to redis-
tribute income with the tendency towards striking a balance between the two groups.

Opponents of the market often argue that as a distributive mechanism it is unfair and
thus it is necessary to rectify its results. Nevertheless, Hayek (1976) has argued that the
market is a universal and an impersonal mechanism and the criterion of justice cannot be
applied to it — according to this economist, only human behavior can be considered just or
unjust. Concern on the part of governments for social justice and ‘market injustices’ is
often the subject of criticism. In the political process, income is distributed according to
political characteristics, which are generally different from the economic features that rule
distribution on the market (Dixit and Londregan, 1995). Nevertheless, real distribution
very loosely follows theoretical principles, and distribution keys, however ‘just’ or ‘un-
just’ they may be, result from more criteria and competitive evaluation (Kluegel, Mason
and Wegener, 1995).

Thus the issue becomes whether the main function of government is to maintain order or
to redistribute resources and maintain social justice. Responses suggest that citizens of
democratic countries place the maintenance of order behind social security and public
goods. Increased expenditures on the army, for example, are not met with much support:
reduction in spending is favored not only by German citizens (66 % in the West, 75 % in
the East), where since the Second World War the army has had little justification, but also
by Swedes (50 %). The tendency to maintain the respective expenditures prevails not only
in the USA (46 %), a successful military power, but also in Norway (40 %) and the Czech
Republic. A slight tendency towards increased spending on defense is seen in Hungary
(32 %) and Slovenia (25 %). The readiness to accept increased spending on defense in
those two countries is likely to be the result of preparation for NATO accession and the
need to increase the legitimacy of the army. However, citizens are also very concerned
with the issue of internal order maintenance. Data about increasing crime rates in Western
countries show that crime represents a serious problem. In this context, US, German, and
Hungarian citizens would be willing to spend more on police and order maintenance.

The Czech Republic is tackling the issue of the maintenance of both external (defense)
and internal order (police and justice). In spite of the fact that the Czech Republic had
been preparing itself for NATO accession and no one doubted the need to restructure and
modernize the army, it was faced with insufficient funds and legitimacy. The army was the
last area which citizens see as worthy of greater spending: 42 % would like to keep the
current level of spending and 47 % would even like to see the current level reduced. Re-
sponses did not vary according to political orientation, however the army enjoyed greater
support among the self-employed (18 % favor increased expenditures) and pensioners
(15 %).

Government maintenance of internal order faces yet other problems. Even though the
police have earned greater recognition and their equipment has improved, the crime rate
has also grown. It is not surprising that the police and order maintenance belong to the
areas which people are ready to spend more on, in comparison with the army. Neverthe-
less Czechs, similarly to the Slovenes and Swedes, tend less towards increases in spending
on police and order maintenance when compared to citizens from other observed coun-
tries. Increased spending was supported more by professionals, pensioners, and the self-
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employed, and by ODS, ODA and KDU-CSL voters. Left-wing voters were less likely to
support such expenditures, even though their political representatives often argue that as a
result the government would be unable to fight crime.

Table 8.1 Areas in which the government should increase spending (%6)

Areas Czech USA  Germany Sweden Hungary  Slovenia
Republic

Army 11.8 21.3 8.2 13.7 324 25.4
Unemployment

benefits 19.7 28.3 28.8 42.7 34.2 49.8
Culture 28.4 15.8 14.2 14.7 49.0 50.2
Police 43.2 58.0 57.1 46.8 65.0 41.0
Old-age pensions  66.7 50.8 44.4 56.9 84.9 58.9
Education 67.7 77.4 51.3 58.7 81.8 84.8
Environment 68.7 49.6 58.6 52.9 65.7 74.8
Health care 82.8 67.6 53.8 76.6 93.3 80.7

Source: 1ISSP-1996.

Citizens of modern democratic countries support more ardently higher spending on so-
cial issues — health care, education, pensions, and the environment — than on the mainte-
nance of order — the army and police (Table 8.1). The choice between the maintenance of
order and social security reveals striking differences between Europe and the US. Even
though the majority of US citizens significantly support spending on social issues and
public goods, such spending is of lower priority in comparison with Europeans who, on
the other hand, express much greater support for investment in the social sphere and pub-
lic goods.

Support for spending on public goods is considered to be less controversial in contem-
porary Western societies than expenditures on the maintenance of order or on the social
equalization. Public goods may be expensive but every citizen enjoys their benefits. Order
maintenance and social equality, on the other hand, are not only expensive but also touch
upon other values, above all freedom.

If the central political dispute between liberals and conservatives in free capitalist socie-
ties of the 19th century was the dilemma of ‘more freedom or more order’, then the liber-
als and socialists in the 20th century have been struggling with the dilemma of ‘more free-
dom or more equality’ (Janda, 1989). Whether a government has freedom or equality as
its most important objective, its role remains unrewarded, irrespective of how limited or
extensive it may be. This is due to the fact that citizens feel that they instantly capitalize
only on direct benefits from their economic activities on the market; benefits provided by
the state are not considered to be as useful, and thus are not valued by citizens (Lane,
1986).
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Table 8.2 For what should be the government responsible? (%)

Areas Czech USA Germany Sweden Hungary Slovenia
Republic
1. Aid for the unemployed 44.7 477  80.4 90.3 62.8 86.4
2. Reduction of disparities 61.7 479 625 70.6 78.7 85.0
3. Jobs for everyone 76.3 39.4 74.5 65.1 86.9 89.4
4. Housing for the poor 79.7 66.9 779 81.8 76.1 90.8
5. Price controls 81.9 69.0 70.7 86.1 87.6 89.8
6. Aid for manufacturing 82.4 65.7 64.3 79.8 89.1 92.8
7. Aid for poor students 92.7 85.3 87.0 79.2 91.4 97.0
8. Aid for the elderly 96.6 86.7  96.0 97.7 98.2 96.4
9. Health care 96.8 846 96.6 96.2 99.3 97.2
10. Environmental laws 97.0 88.7 95.5 93.9 97.4 94.9

Source: 1ISSP-1996.

Note: Respondents expressed agreement or disagreement with the following statements: 1.
Provide a decent standard of living for the unemployed, 2. Reduce income disparities be-
tween the rich and the poor, 3. Provide a job for everyone who wants one, 4. Provide de-
cent housing for those who can not afford it, 5. Keep prices under control, 6. Provide
manufacturing industry with the support it needs to grow, 7. Give monetary aid to univer-
sity students from low-income families, 8. Provide a decent standard of living for the el-
derly, 9. Provide health care for the sick, 10. Impose strict environmental laws for manu-
facturing industry.

As in other countries, people in the Czech Republic give preference to public goods and
social security over spending on order maintenance and private goods. This tendency is
evident from responses to responsibilities of the government (Table 8.2.). Health care for
the sick and a decent standard of living for the elderly earned the highest positions, fol-
lowed by the enforcement of strict laws limiting the adverse impact of industry on the en-
vironment. The greatest support for government activities and increased state spending
can be seen in the area of health care (93 %), followed by education (supported mainly by
professionals and skilled workers), pensions plans (supported mainly by pensioners and
unskilled and agricultural workers), and the environment (supported mainly by the self-
employed, followed by professionals and routine non-manual workers). Lowest priority
was given to the maintenance of a decent living standard for the unemployed, housing for
the poor and support for industrial development.

The provision of jobs for all as the responsibility of the government found the weakest
support among professionals and the self-employed (about 60 %) and among ODA and
ODS voters. In contrast, this responsibility was supported most by unskilled workers and
pensioners (85 % in both groups), then KSCM, CSSD and SPR-RSC voters. Securing
a living standard for the unemployed as a government obligation was supported least by
professionals (31 %), routine non-manual workers (42 %) and skilled workers (42 %), and
ODA, ODS and SPR-RSC voters. In contrast, this was most often considered a state obli-
gation by unskilled and agricultural workers, followed by the self-employed, KSCM,
CSSD and KDU-CSL supporters. ODS and ODA voters, compared with other groups,
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represent the majority of citizens in support of limiting price regulations, spending on so-
cial protection (health care, provision of living standards to the elderly and housing to the
poor) but also costly, and, from their point of view, problematic assistance to industry.
Voters of the 1996 government coalition were least supportive of egalitarianism, i.e.
measures aimed at the reduction of income disparities.

The enforcement of strict laws to force the manufacturing industry to limit their adverse
impact on the environment, and scholarships to students from low-income families rank
among the generally most acceptable government tasks. Support for them does not depend
on social class or electoral orientation. Thus they represent some of the few issues on
which Czech society has reached a consensus.

8.3 Economic freedom and opinions of the Czech population

In contrast to the beginning of the 1990s, today most Czech citizens are no longer zealous
supporters of a free economy and a minimal role of the state. After a short period of post-
November 1989 market euphoria, public opinion on the free market has become more
reserved and unconditional support has diminished (Figure 8.4). During the 1990s, people
have gradually lowered their support for a ‘market without attributes’, and are rather in-
clined towards an economy in which the government plays a more important role in areas
of social protection and economic stability. Thus instead of support for
a free market economy, support for a social market economy in which (according to the
wording of the question) ‘the government exercises influence on the economy to
a considerable extent’ has become prevalent (Figure 8.5). Moreover, the former socialist
system, rejected at the beginning of the transformation process, is once again attractive to
a substantial part of the population. According to the survey Social Justice, 30 % of re-
spondents were opposed to socialism in 1991 but in 1995 the percentage had dropped to
26 %. Recent EEA surveys, however, show that this support for socialism has already
stagnated.

Box 8.3 Index of Economic Freedom

Since 1994, the Heritage Foundation and The Wall Street Journal have compiled an
index of economic freedom. Similar to other indexes (Fraser Institute Index, Freedom
House Economic Freedom Indicators, Competitiveness Indicators of the International
Institute for Management Development, and World Economic Forum), this index con-
tains results from analyses of factors contributing to economic growth. According to
some studies (e.g. Scully, 1992; Hanke and Walters, 1997), economic freedom is con-
nected with a higher rate of economic growth and greater prosperity, while economic
development raises living standards and establishes a more balanced income distribu-
tion. In 1998, the economic freedom index was measured in 156 countries, in which 50
independent factors were evaluated. These items may be classified in the following ten
economic factors: trade policy, taxation, government intervention in the economy,
monetary policy, capital flows and foreign investment, banking, price and pay regula-
tions, property rights, and market regulation, including the labor market and black
market. A high score typically means lower economic freedom and greater government
intervention in the economy.
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Figure 8.4 A free market economy is essential to economic development
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Figure 8.5 What kind of economic regime would you prefer?
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Opinions concerning the economy have gradually begun to differentiate according to
age, education, and social status of respondents (Table 8.3). While support for a market
economy dropped in all age groups, at the same time the relationship between age and the
preference of market economy strengthened. The market economy enjoys stronger support
among people up to 40 years of age, who also tend to give preference to right-wing par-
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ties. The youngest voters who have yet to establish their social position accept large-scale
economic changes more favorably and are more open to political reforms. This finding
contradicts a generally accepted premise that young people vote for left-wing parties,
which  traditionally  represent  themselves as  progressive and  offering
a change. In the Czech Republic, however, it was the political right that proposed the pro-
gram for economic transformation, thus appealing to young people.

8.3 The preference of market economy and socialism (%6)

Category Market economy Socialism
of population 1991 1995 1991 1995

1 2 1 2 1 2 1 2
Age:
18-30 89.6 61.9 849 36.7 5.1 0.6 35 04
31-40 90.7 64.2 84.0 402 8.6 1.2 83 13
41-50 87.7 60.4 796 376 108 0.0 100 038
51-60 96.3 62.0 768 315 153 2.7 13.8 21
61— 82.6 54.7 69.1 267 199 4.7 309 10.3
Coeff. Gamma 0.09 - 0.16 - -0.16 - -0.22 -
Education:
Primary 76.7 48.3 70.7 286 203 3.1 240 6.5
Vocational 88.2 57.6 71.0 317 107 2.0 274 33
Secondary 94.1 65.8 844 345 10.1 1.7 9.1 33
Tertiary 94.5 74.0 90.2 471 9.7 0.0 71 0.6
Coeff. Gamma -0.25 - -0.20 - 0.20 - 034 -
Social position:
Professionals 93.6 69.5 86.8 41.1 5.7 0.7 82 138

Non-manuals 80.9 60.2 842 351 9.1 0.0 18 0.0
Self-employed 95.0 85.0 956 63.0 0.0 0.0 22 00
Skilled workers 89.3 58.9 75.7 316 8.9 0.0 108 0.7
Unsk.workers 85.7 57.1 736 336 153 1.0 126 2.2

Retired 85.5 55.0 70.3 273 20.0 5.1 277 8.2
Coeff. Gamma 0.16 - 0.20 - -0.21 - -0.30 -
Source: Social Justice 1991 and 1995.

Answers:

1 — agreement (agrees with market economy, supports socialism)

2 — strong agreement (strongly agrees with a free market economy, definitely supports
socialism)

Note: Coefficient Gamma is a measure of association between two ordinal variables. Val-
ues of the coefficient range from -1 to +1. The more is coefficient closer to 1, the stronger
the relationship between variables.

Support for socialism, which has become more and more an issue for older citizens, un-
derwent an inverse trend. People over 50 voted more often for left-wing parties (KSCM
and DZJ) that do not want the government to withdraw from the economy, to limit social
security, or to enlarge inequalities in income and wealth. The middle-aged generation (40—
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50 years of age) tends to favor a social market economy and therefore more frequently
votes for parties with programs supporting a regulated market economy — i.e. CSSD and
KDU-CSL. Due to the moderate nature of these two parties, they have been attractive for
the economically secure middle-aged generation. It must be noted that the non-Communist
left-wing party and the Christian party did not reject the economic reform, but, in contrast
to the civic parties, promised a slower, moderate version maintaining most of the political-
ly motivated government measures (rent regulation or domestic market protection).

Support for a particular economic system is also closely related to the educational level
and social position of the respondent. Highly educated categories more frequently support
a market economy and provide only lukewarm support for socialism. While correspond-
ence between the support for a market economy and the level of education somewhat
weakened during the observed period, it strengthened in regard to support for socialism,
i.e. today, more than in the early 1990s, people with basic education favor socialism. The
self-employed and professionals have become typical advocates of a market economy,
while pensioners have been strong proponents of socialism.

Opinion polls show what people demand of the government: price regulation and
a reduction of income inequalities, jobs for all who want to work, the creation of new jobs,
investment in technology and support for manufacturing industry, housing for the poor,
support for students without means, higher spending on old-age pensions, education and
the environment, health care and the provision of social care. People require the mainte-
nance of current spending on social protection, even if it results in a budget deficit or pub-
lic debt. They also favor a potential increase in spending on social protection, even at the
cost of higher taxes. They demand social protection but also public and even relatively
private goods.

At the same time, however, citizens demand that the government will not intrude into
business activities, will cut budget expenditures less frequently and place greater emphasis
on stabilizing macroeconomic policies leading to low inflation. It is evident that people
demand ‘less state’ than they experienced before 1990, but ‘more state’ than that which
corresponds to the laissez-faire capitalist ideal. They are aware of the fact that
a too powerful and paternalistic state does not cultivate economic prosperity, but at the
same time they have doubts about an unbridled free market. A longing for economic free-
dom, prosperity and a strong state as a guardian of order converge in their imagination
with a suspicion of the market, the search for social protection, and the demand for social
equality.

Czech society carries within itself a social democratic tradition but also the heritage of
Communist centralism. It is not surprising that certain market regulations, even though
they go beyond actions taken against monopolies and externalities, are fervently encour-
aged. The demand to regulate business commonly voiced by the general public can be
seen as the expression of two kinds of feelings. It may reflect personal experience, which
implies the Czech Republic is economically too free, as the Index of Economic Freedom
made by the Heritage Foundation and The Wall Street Journal suggests (Johnson, Holmes
and Kirkpatrick, 1998), as seen in Table 84. On the other hand, it may be
a response to liberal political rhetoric without any grounding in reality, as suggested by
another index of economic freedom, according to which the Czech economy is less free
than those of Western countries (Gwartney, Lawson and Block, 1995). However different
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the two assessments may appear, both of them rank the Czech economy as more free than
those of other transition countries.

Table 8.4 Index of economic freedom

Rank 1996 1998 Rank 1996 1998
1 Hong Kong 125 125 20 Czech Republic 200 220
2 Singapore 130 1.30 20 Netherlands 185 220
3 Bahrain 170 1.70 22 Denmark 195 225
4 New Zealand 175 175 22 Finland 230 225
5 Switzerland 180 1.90 24 Germany 210 230
5 USA 190 1.90 24 Iceland - 2.30
7 Luxembourg 195 195 24 South Korea 230 230
7 Taiwan 195 195 27 Norway 245 235
7 Great Britain 195 195 32 Sweden 255 245
10 Bahama lslands 2.00  2.00 35 France 230 250
10 Ireland 220 2.00 35 ltaly 270 250
12 Australia 210 205 35 Spain 270 250
12 Japan 205 205 39 Argentina 265 2.60
14 Belgium 210 210 62 Latvia 3.05 285
14 Canada 2.00 210 66 Hungary 290 290
17 Austria 205 215 69 Poland 3.05 295
17 Chile 245 215 77 Slovakia 295 3.05
17 Estonia 235 215 80 Slovenia 335 310

Source: Johnson, Holmes and Kirkpatrick, 1998.

Analyses show that regardless of the degree of economic freedom the Czech Republic
has actually achieved since 1990, the rate of economic freedom and the pace of the re-
forms implemented in the first phase, similar to Poland, Hungary, Slovakia, and Slovenia
were prerequisites of a swift recovery and escape from the economic slump in 1990-1993.
As a result of this strategy, these countries managed to cope with certain problems that
were directly related to the transformation from a totalitarian regime to democracy and
from a centrally managed to a market economy, while the gradual strategy applied in other
countries was less successful — the political capital of these governments has declined, and
over time it has not been possible to carry out changes without political support among
citizens (Zak, 1996; Tomsik, 1997).

In the Czech Republic, support for regulation measures depends upon social position
and electoral orientation. This is confirmed by the socio-economic anchoring of political
conflict on the role of the state in the consciousness of individuals. Price regulations are
not supported by those who know that their wages come from the market economy, i.e.
mainly the self-employed (49 %), higher professionals (20 %), and ODA and ODS voters.
In contrast, they receive the approval of pensioners (84 %), which is understandable due
to the fact that their incomes are dependent upon state redistribution. From the standpoint
of election preferences, government price regulations are logically encouraged by sup-
porters of left-wing parties.
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Measures which stifle business do not receive the support of social categories whose
economic activities are most effective in a free economy, i.e. the self-employed (72 %)
and senior professionals (52 %), and similarly by voters of all right-wing parties and SPR-
RSC. Income regulation is the least acceptable for skilled laborers — the self-employed
(28 %), senior professionals (32 %) and skilled manual workers (32 %). On the other
hand, it is supported by pensioners (61 %), unskilled and agricultural workers (49 %), and
among routine non-manual workers (48 %). Weak support for income regulation has been
also expressed by voters of the right-wing parties, ODA, ODS and SPR-RSC. It was more
acceptable for voters of both left-wing parties and KDU-CSL. On the basis of the compar-
ison of the same data over time, we see that the majority of these tendencies have
strengthened during the course of the transformation.

8.4 Alternatives of social policy in expectations of citizens

At the risk of exaggeration, it is possible to argue that the most ardent conflict concerning
relations between the state and market is related to its historically youngest function — the
welfare state. Despite the fact that system of social security was already established in the
last century, its scope and individual expenditures flourished in the 1960s and 1970s. The
expansion in the number and possibilities of individual insurance caused revenue spending
to skyrocket, and there was talk of an upcoming fiscal crisis of the state (O’Connor,
1973). Whether it was the unprecedented prosperity of capitalism (as advocates of indus-
trialism claimed) or the challenge and threat of ‘really existing sOcialism’ (as Marxist crit-
ics of bourgeois society argued) that led to the high standard of social protection, this se-
curity has become a natural expectation of the lower and middle classes in all Western
countries. Since this spending is mandatory, it is extremely difficult to reduce it.

Unfortunately, Czech society shared the fate of other Communist countries, where the
rhetoric of general social security meant in practice universal social security, yet it was
contingent upon the obligation to work. Socialist paternalism was, in fact, an instrument of
both social security and political control (Vecéernik, 1997). Social security did not mean
security only for employees but mainly for Communist rulers, thanks to its hidden totali-
tarian face. Social security was integrated into the life-long state control of every citizen.
Whether we are speaking about employment, professional career, salaries and wages, bo-
nuses, pensions, scholarships or family allowances, all functioned on the principle of cau-
tious bureaucratic control. In the end, it was loyalty to the employer and the regime, plus
occupation in privileged positions, rather than work performance that were decisive to
family security.

After November 1989, Czech society was faced with the challenge of establishing
a new regime. The first steps taken by the independent government, however, were very
pragmatic and resulted in the doing away with of the flagrant privileges of the former re-
gime (e.g. personal pensions) on the one hand, and on the other applying necessary
measures ensuing from the new challenges (e.g. unemployment benefits). Having tackled
these problems there was neither the time nor political will to plan and promote transfor-
mation in a consistent way as it is described in one of the three ‘welfare state regimes’
described by G. Esping-Andersen. Still, the transformation period witnessed a significant
development of opinions in which elements of different regimes can be traced, as well as
shifts in emphasis in different periods of time.
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Box 8.4 Welfare state regimes

Gosta Esping-Andersen (1990) argued that a purely quantitative distinction of welfare
systems (e.g. according to share of social expenditures in GDP) is not sufficient and
thus put forth three qualitative categories of welfare state regimes:

1. Universal or social-democratic type, which is most closely approximated by Scan-
dinavian countries. In a certain sense it resembles the former state socialist system of
social security. People are treated as workers and the state basically takes responsibil-
ity for their full employment. The welfare state is primarily the ‘employer of the first
resort’ and social rights are a priority, i.e. preceding the state of need (which gives en-
titlement to means-tested benefits) and insurance claims (which imply the right to sick-
ness benefits and old-age pension). Typical benefits are flat, i.e. more or less the same
for everyone, and a typical way of financing is from the state budget.

2. Corporatist or conservative welfare regime is typical for Germany, Austria, and
France. Following the tradition of medieval guilds and ‘fraternal treasury’, backing
only its own members, the system of occupational social insurance has been gradually
implemented. It ensures that the social status of individuals and income distribution
among families are maintained. Entitlements are primarily derived from insurance and
thus, in principle, benefits are related to previous income and are paid from estab-
lished funds. Generally speaking, the state focuses mainly on the family and it plays a
role of the ‘compensator of the first resort’.

3. Liberal or residual welfare regime, known from the USA, Canada, and partly from
the United Kingdom following Thatcher's reforms. Here, the state relies on the eman-
cipatory function of the market and plays a role of the ‘compensator of the last resort’.
It means that the state is ready to cover only the necessary minimum from its budget
for a very limited section of the population. It directs benefits to individuals having
first tested their actual income and other means of the household. All other people take
care of themselves through private health and social insurance.

The formation of social policy after 1989 can be divided into three periods. By mid-
1992, social democratic tendencies stressing universal benefits, earnings-related pensions,
and an overall generous approach to social security were typical of the first period. The
second period — following the 1992 elections — introduced the tendency towards stricter
requirements and preferences to individual investment instead of the collective one, i.e. by
employers. The third period was launched following the 1996 elections, with the creation
of a minority government and related to the weakening of liberal social measures, even
featuring attempts to restore the former system. In spite of the constant urgent warnings
that the pension system is on the verge of collapse and appeals to limit state expenditures,
the direction of social reform remains unclear.
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Box 8.5 Three systems of pensions, child support, health and education

Two recent EEA surveys inquired how pensions, child support, and health should be
guaranteed, suggesting three options in each case. The first option represented the so-
cialist, universal coverage from the state budget. The second option was based on
compulsory insurance with limited claims. The third option is purely liberal, based on
private insurance. As for care of children, the third option is the verbalization of the
economic liberal thesis, according to which children are so-called inferior goods —
a term expressing the reality that consumption of these goods decreases as income in-
creases. The fact that the number of children is falling in more developed countries or
in families with high incomes suggests, according to liberals, that child allowances re-
sult in a lower number of newborns (Lemennicier, 1988).

Which pension program would you prefer?

1. Government pays equal pensions to everyone from the state budget. Moreover, eve-
rybody can have complementary insurance. 2. Pensions are covered from a pension
fund. Everybody pays part of his/her income, according to which pension is subse-
quently paid. 3. The state takes care of only the poorest. All others pay private insur-
ance from which they receive their pension.

Which type of security for children would you prefer?

1. Children are the concern of all of us. Thus the government should pay allowances to
every family. 2. Only poor families are entitled to allowances. The state pays them if
they earn low income and apply for allowances. 3. Children are the private matter of
every family. The state takes care of them only if they do not have any family.

What kind of health care system should there be?

1. All health care must be free of charge. Insurance must reach a level so that all
needs can be met. 2. The scope of health care must be defined so that insurance is not
exceedingly high. Individuals must pay extra for the rest. 3. Compulsory health care
should be provided in the most limited scope. Private insurance should play a primary
role.

How university education should be dealt with?

1. All education must be free of charge and everybody who wants it should have access
to higher education. 2. Universities should be free of charge, but the state should con-
trol the number of enrolled students and check whether they are actually studying. 3.
University education is the life-long investment of every individual, therefore students
should contribute considerably, even in the form of loans.

Reform steps following the 1992 elections strove for less costly and more effective so-
cial policy. The whole system started to shift in the following directions: 1. As for old-age
security, pensions were to become progressively less dependent on previous income, and
the difference between the average wage and average pension would expand; simultane-
ously, private insurance was to be expanded and people were encouraged to take care of
themselves; 2. As for child benefits and other family allowances, an income test was es-
tablished, and some benefits were limited to households below a certain income level;
future development was to introduce more rigid requirements; 3. All benefits within the
state social support were based on income- and means-testing; local authorities were to
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take greater responsibility in dealing with these issues; 4. The new system did not allow
employers and professional organizations to participate in social benefits, and social in-
surance was to be based on the rights of people as citizens and not as employees.

Czechs have accepted this social strategy with mixed feelings. On the one hand, most of
them (60 %) welcome allowances targeting only low income families, which in their view
corresponds to the prevailing sense of justice. On the other hand, more respondents (near-
ly 80 %) consider the subsistence minimum insufficient, although only half of them would
be ready to fund its increase from higher taxes. The long-term trend, however, does not
show signs of any systematic growth in dissatisfaction with social security. Even though
about three-quarters of the population respond negatively to the question of whether or not
existing social benefits are sufficient, the number of dissatisfied citizens is not growing
and in recent years has even declined. This may be understood as an expression of the
crystallization of ‘tax awareness’, i.e. awareness of the dual status of
a citizen who not only receives benefits but also pays taxes. On the other hand dissatisfac-
tion among pensioners is growing.

Table 8.5 Perception of the role of the state in social protection (per cent and corre-

lation)
Way of financing Correlation (Pearson’s coefficients)
in the area of Per cent Age  Education Social Left-right

status

Pensions:
state budget 41.7 0.12 -0.18 -0.25 0.27
social funds 50.4 -0.07 0.13 0.16 -0.16
private insurance 7.9 -0.08 0.08 0.17 -0.21
Family allowances:
flat-rate 54.2 0.07 -0.12 -0.16 0.26
targeted 39.3 -0.06 0.08 0.09 -0.20
none 6.5 -0.02 0.08 0.14 -0.12
Health care:
without any limit 53.9 0.13 -0.15 -0.23 0.31
with some limits 42.4 -0.12 0.11 0.19 -0.26
minimal 3.7 -0.04 0.11 0.12 -0.16
Education:
without any limit 24.8 0.04 -0.10 -0.19 0.15
regulated 48.0 0.03 -0.05 -0.03 0.11
with contribution 21.2 -0.07 0.15 0.21 -0.27

Source: EEA, April 1998.
Note: A full version of the questions is listed in Box 8.5.

The position among citizens is far from rigid, but they evolve and take shape according
to how lively and diverse public discussion on social security is. How competently the
discussions are led, and if citizens can follow them easily, decides whether various options
are accepted. As part of the survey on ‘welfare state regimes’, we asked what system peo-
ple would give preference to in securing pensions, child and health care. In addition, we
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included a question on higher education, where between the options of free-of-charge and
tuition-based solutions, we placed the ‘controlled socialist’ approach, not unlike that ap-
plied by the former regime.

The EEA survey results (Table 8.5) confirm the premise that even though the ‘socialist’
alternative always seems to be the most tempting (as is often the case in Western countries
as well), it usually does not overwhelmingly predominate, and as far as pension security is
concerned, it does not predominate. Dealing with the issue of pensions, half of respond-
ents prefer the capitalization of contributions in pension funds from which pensions would
be paid, financed independently of the state budget. As far as child benefits are concerned,
more than a half of respondents want to see a universal approach, nevertheless nearly
40 % agree with benefits targeting individuals, after the family’s income situation has been
checked. The situation is similar in the area of health care, where the unlimited obligation
of public insurance is always favored most, nevertheless 40 % of respondents are aware of
its limitations and would support additional payments.

Purely ‘liberal’ or ‘residual’ options were supported by a small number of respondents
in all three areas. In contrast, an individualistic approach was supported rather vehemently
by one-quarter of the population on the issue of university education. Otherwise, the ma-
jority of respondents, of course, preferred the ‘controlled socialism’ approach, i.e. free-of-
charge education with regulated access and supervision of students. The unlimited access
approach, not taking into account funding possibilities, was also widely promoted. The
idea of the state as a bottomless treasury persists among 30 % of the population (respond-
ents choosing the first option in at least three questions shown in the Box 8.5), while 27 %
consistently chose the second option, i.e. participation. There is only
a negligible number of consistent ‘liberals’ (3 %).

The option chosen by a person to take care of himself is clearly determined more by
subjective than objective factors. Correlations in Table 8.5 demonstrate that age does not
play a significant role here (apart from the operation of pension system), not even educa-
tion comes into play (with the exception of the approach to education as a life-long in-
vestment). Even though a high-income level paves the way for the rejection of the ‘social-
ist alternatives’, it has only a small impact on the choice between participation and liberal
options. There is a much stronger link between the rejection of socialist solutions, and the
social self-positioning or location on the political spectrum (from extreme left to extreme
right). Self-positioning on the social and political spectrum is a no less relevant in the
choice of purely liberal solutions. The contrast between objective features playing a less
significant role and subjective features playing a more significant one is more striking in
the decision about the manner of financing university education.

Unfortunately, we have been able to follow the development of these opinions only over
the last couple of years. Since January 1997 (when the survey was conducted for the first
time) only views on child benefits have changed significantly, in the vehement support of
their restriction only to families in need. Although expectations of the government to pro-
vide security are predominant, it is evident that a large percentage of the Czech population
is also aware of the impediments and pitfalls of state care. Although the inclinations to-
wards a participatory system among Czechs are not prevalent (as in the case of pensions),
it has a great number of advocates. Since the views do not usually follow from ‘objective’
reasoning (as far as the economic situation of the family is concerned) yet tend to be ‘sub-
jectively biased’ (in the general approach to certain social solutions), we can presume that
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more informative explanations by politicians — why particular measures were adopted and
giving broader context for conditions ensuring long-term economic prosperity would un-
doubtedly foster more effective and thus pertinent solutions.

8.5 Conclusion

Finding the balance between the role of the market and the state is a problem of all gov-
ernments. At present, a number of West European countries are tackling economic and
social problems — inflation, increasing government spending, an immense public debt,
unemployment (paradoxically accompanied by higher costs of labor), slow economic
growth (with high taxation of businesses) and the burdening of the private sector with ex-
cessive regulations. The conclusions of the analyses are rather unambiguous: it is neces-
sary to reduce the presence of the government in the economy, to reform social security
systems and to deregulate the market. Even nominally left-wing parties, presently in pow-
er in most EU countries, try to curb state generosity to the benefit of business support and
the revitalization of economic growth.

If acclaimed economists are advising developed Western countries to remove state
measures which interfere with market performance and to minimize the role of the gov-
ernment, then their advice must be of particular relevance to the transition countries,
where capitalist business has thus far been only half-heartedly established, and which are
faced with a lack of capital and motivation to perform. Conditions for small businesses are
far from rosy, and this applies particularly to the Czech Republic. A limited role of the
government and free market are considered to be key conditions for successful develop-
ment in transition countries, while copying generous social state models of EU countries is
viewed by many experts as a grave impediment to catching up with their Western neigh-
bors. Both in Western Europe and in transition countries, citizens ultimately choose be-
tween the option of a more thrifty government and a free market, or the path of regulation
and massive state redistribution.

Changes in election preferences suggest that neither Czech society nor most of the Eu-
ropean electorates are having an easy time deciding if they want — figuratively speaking —
‘more government’ or ‘less government’. While economists agree that unemployment,
inflation and other economic illnesses require ‘less government’, this period tends to favor
the malcontents who prefer ‘more government’. The views of Czech citizens on particular
social policy alternatives, however, suggest that there is potential support for more econ-
omizing and participatory solutions. Change in attitudes over time implies that this poten-
tial can be further developed since there are no fixed positions rooted in the class-based
economic situation of households. Flexibility in this direction may be increased with the
elucidation of various solutions and their long-term economic impact.
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Part Three

Social and Political Structures






9 The renewal of the middle class and its
political circumstances

It is unknown who was the first to use the term ‘middle class’, however, it was most cer-
tainly used in England as early as in the beginning of the 19th century. The term described
the growing group of owners who, unlike the slothful aristocrats, had to put their own cap-
ital into circulation in order to earn a living. Two important sources of income come to-
gether among the members of the middle class, which otherwise tend to divide rather than
unite a society: labor and capital.

Because the middle class ‘conciliates’ labor and capital, it has no place in the Marxist
theory of social development based upon class struggle. This was also the reason why its
representatives were suppressed in the countries of ‘really existing socialism’ and some of
its typical representatives were even liquidated. In this respect, post-war Czechoslovakia
was more consistent than other East European countries. Private business in Czechoslo-
vakia was, unlike in Poland or Hungary, virtually liquidated as a legitimate source of in-
come. Similar was the fate of education, another important feature of the middle class.
University graduates were considered by the communist regime to be particularly suspect
— an unreliable ‘intelligentsia’. Human capital, which in advanced countries is one of the
main factors of technological progress and economic growth, was of little importance to
one’s life-chances, as documented by the position of professionals on the wage scale.

It is natural that the role of the middle class is a topic of frequent discussions concerning
economic, social, and political development in CEE countries. The interest dedicated to it
results from the conviction that it is one of the pillars of the renewal of the market econo-
my and also an important prerequisite for achieving and maintaining the political stability
of society. Analyses prove that in spite of certain differences between the so-called ‘new’
and ‘old’ middle class, its members are more inclined to rational rather than irrational
political attitudes and reactions; they repudiate political extremism, seek out political
compromise rather than conflict, and support continuity rather than dramatic or ‘revolu-
tionary’ changes. Because of the continuous growth of the middle classes in advanced
countries during recent decades, they continue to be the focus of interest among important
political parties near the center of the political spectrum, either to the left or right.

The development and formation of the middle class in transition countries should be
viewed as a closing of the great gap in the social structure, which was left after the col-
lapse of state socialism. It is well-known that unlike ‘totalitarian’ revolutions, which are
able to stir social relations and structures almost overnight, democratic transformation and
the revival of social relations and structures takes much longer. The expropriation, which
deeply affected the middle class in particular, was much easier and faster to accomplish
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than the privatization and the restoration of the foundations of private business has been.
Equally, it was much easier to reduce wage disparities by administrative decree in the ear-
ly 1950s than to recover functional differentiation on the basis of market mechanisms for-
ty years later.

The renewal of the middle class will surely take a long time, probably several genera-
tions. The reason is also that the processes in question are not only of a material character
but include a value change, i.e. a restoration of the traditional values and the moral foun-
dations corroded by socialism. It also depends to which extent potential members of the
middle class will internally identify themselves as belonging to this group. Although these
are changes that take place in the minds of individuals, they are by no means secondary to
those occurring in the objective position of different social groups and strata. The identifi-
cation with a certain group depends on a number of subjective factors, especially ideas of
citizens of an optimal organization of society, one’s own position in it and associated ex-
pectations.

On the basis of available data, we pose the following questions: 1. Has the renewal of
the middle strata and creation of the middle class occurred in the Czech Republic during
the transition to democracy and a market economy? Which changes in the social structure
of society affect the development of the middle class and in what direction? 2. What is the
appearance of the ‘subjective picture’ of the middle class? Is the number of people claim-
ing their allegiance to the middle class growing or declining? How do people view social
stratification in Czech society in comparison with other countries? 3. Which groups in the
population identify themselves with the middle class and what trends can be seen in this
respect? Is the influence of traditional attributes of the middle class (i.e. own business,
higher education, higher income, etc.) class growing? 4. To what extent do real positions
and value orientations of middle-class members coincide with theoretical expectations
about the role of the middle class and its individual components in the political develop-
ment of a post-communist society?

9.1 Objective approach: economic and human capital

The question of who is considered to be a member of the middle class can be answered
neither simply nor unambiguously. Sociological literature frequently mentions two com-
ponents of the middle class or even two middle classes — an ‘old’ one and a ‘new’ one.
The life-chances of the ‘old” middle class are defined by the possibility to use their own
means of production (economic capital) on the market, while the life-chances of the ‘new’
middle classes are determined by their chance to use their education, qualification and
specific skills (Berger, 1968). Thus, the main feature that makes a person a potential
member of the middle class can thus be seen in one’s specific economic standing (strictly
speaking a self-employed person) or in higher education (usually lower and higher levels
of university education, only rarely secondary school education).

Among the historically original, i.e. ‘old’ middle class traditionally belong tradesmen,
craftsmen, and small businessmen, which Marxists used to refer to as the ‘petty bourgeoi-
sie’. Unlike large owners, businessmen and people living from rent whose economic capi-
tal is usually made productive by someone else (managers and executive directors), mem-
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bers of the old middle class use their capital themselves. Members of the historically new
middle class, the origin of which is associated with the later stages of industrial develop-
ment, mainly in the so-called post-industrial era, are people working with information in
fields such as education, health, research, and management. Their social role is the use of
their human capital on the labor market.

Table 9.1 Social structure of the economically active population (%)

Occupational group 1983 1988 1993 1996 1997
Higher professional 8.5 9.4 9.1 11.7 13.7
Lower professional 14.0 15.5 16.8 17.5 20.0
Routine non-manual 14.2 14.0 14.1 17.3 14.8
Self-employed w. empl. 0.0 0.0 1.2 1.7 3.2
Self-employed w/o empl. 0.5 0.6 4.3 2.3 3.2
Foreman, lower techn. 4.7 5.0 3.9 5.3 7.9
Skilled worker 19.2 19.4 17.9 15.9 15.5
Unskilled worker 31.3 29.3 27.1 23.8 20.0
Farm worker 7.2 6.7 4.9 4.1 1.3
Private farmer 0.3 0.2 0.7 0.5 0.4
Total 100.0 100.0 100.0 100.0 100.0

Source: SSEE; 1SSP-1996 and ISSP-1997.

Here, we ask how changes in the social structure after 1989 contributed to the formation
of the middle class. With respect to the dramatic character of the transition period, we
could expect social structure to have undergone considerable changes within this short
period with the middle classes expanding accordingly. However, this presumption is not
supported by the results of various surveys which, on the contrary, all conclude that social
structure actually changed rather slowly. Changes pursuant to the middle class in the tran-
sition period were the result of an evolutionary rather than revolutionary change of Czech
social structure. Table 9.1 shows that groups currently considered to form the nucleus of
the middle class (higher and lower professionals, the self-employed, and entrepreneurs),
which between 1983 and 1988 represented one-quarter of the economically active popula-
tion, had increased only by some 6 % by 1993 before nearly coming to a halt.

One of the main factors impeding a more dynamic rise of the middle class in transition
countries has been the relatively slow transformation of the occupational structure. Data
on the development of the social structure of the economically active population confirms
that only limited changes have occurred since 1989. Although the category of small entre-
preneurs emerged only after 1989 and the proportion of individuals in the category of self-
employed, representing the old middle class, doubled between 1991 and 1995, in terms of
formation of the social structure a real change in ‘class position’ affected less than one-
tenth of economically active persons. The new middle class, whose members may be
found mainly in the two first categories of the EGP classification (higher and lower pro-
fessionals) grew even more slowly.

209



Box 9.1 Methodological problems of social classification

At first glance, the evidently slow growth in the share of self-employed people after
1990 is partly due to the type of classification used. It places independent profession-
als among the category of ‘professionals’ and not ‘small businessmen’. The authors of
the EGP classification began from the premise that the dominant characteristic of the
social position of, for example, a lawyer, is his profession and expertise and not
whether he works for himself or for someone else. On the other hand, the decisive
characteristic of a private plumber is that he is a self-employed. However, this does
not change the overall picture of the development of groups which constitute the basis
of the middle class, because freelancing is in any case included in this group (classifi-
cation of occupations is described in more detail in Appendix H).

The term ‘middle class’ is often associated with ‘average income’ or ‘average living
standard’. Although this view is somewhat oversimplified, it is worthwhile remembering
that the recent period has not been too favorable for households at the middle of income
distribution. We find from the comparison of past trends of real household incomes that it
was precisely the middle income category which suffered the greatest fall between 1988
and 1992 and the greatest stagnation during 1992—-1996 (see Chapter 5.2). People who did
not start their own business, and remained as employees in state-owned companies, health
institutions, schools, or state agencies, saw their real income relatively decline. The mar-
ket thus enabled the rise of the highest social groups and the government fought a reduc-
tion in real income of the socially weak, but the category of middle level employees suf-
fered the greatest impact of the transition.

9.2 Subjective approach: self-identification and shared values

The subjective approach to social groups is based on the reasonable assumption that peo-
ple do not have a serious issue with placing themselves in a social hierarchy and are able
to claim membership in a certain social stratum or class without difficulty. It is also known
that political attitudes and behavior are more influenced by one’s social feelings and inter-
nal identification with some group rather than by classification according to ‘hard’ statisti-
cal criteria. While there is usually no fundamental conflict between objective and subjec-
tive position in the social structure, there need not be full agreement either. One realistic
view, based on many surveys, suggests that if the mismatch between objective and subjec-
tive social ranking exceeds a certain limit, it becomes a source of tension, which is usually
transformed into discontent with the political system.

If there are certain expectations concerning the role of the middle class in terms of polit-
ical stability in CEE countries, this group cannot be viewed only as a statistical category
defined on the basis of ownership, education, occupation, or income. As long as identifi-
cation with the middle class is an important condition for the way in which people think
and act as members of the middle class, we should ask whether those who should be con-
sidered members of the middle class according to characteristics of their social position
(people with higher education, businessmen, and tradesmen) do in fact claim to belong to
the middle class.
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Box 9.2 Assessment of subjective social status

One of the most frequently used methods of assessment of the subjective dimension of
social structure is the assessment of social standing and self-identification with a so-
cial class. Subjective social status is the result of self-ranking on a scale representing a
hierarchy of social positions. We determined this using the following question: ‘There
are groups in Czech society which occupy a high social standing or on the contrary a
low social standing. Where would you place yourself on a scale from one (the lowest)
to ten (the highest)?’ Respondents are asked to check the respective box on the scale
corresponding to their position. A specific feature of this procedure is that individual
positions on a social hierarchy represented by individual boxes are not complicated by
any verbal identification with a certain group or class. In contrast, the second method
is based on the identification with verbally expressed social groups or classes. Re-
spondents are first asked whether they consider themselves to be members of a social
group or class. If they responded affirmatively, they are then asked: ‘Into which of the
following social groups or classes would you place yourself?” Questionnaires some-
times offer two classifications, differing by the inclusion or omission of the ‘working
class’. The categories are usually defined as: 1— lower class; 2— working class; 3—
lower middle class; 4— middle class; 5— upper middle class; 6— upper class.

In subjective identification with social groups it should be stressed that each specific re-
sult is always influenced by the way in which the question about self-ranking is asked. It is
therefore better to combine various assessment methods of subjective self-ranking and
identification with social groups, and to subsequently try to find common features or more
general trends in different results. Keeping in mind the problems with objective assess-
ment of subjective feelings, we thus ask what the Czech middle class looks like from the
‘subjective point of view’.

The fact that the conditions for the consolidation of the middle classes were much more
difficult in CEE countries than in advanced countries is visible already from the compari-
son of the distribution of people on the scale of subjective social status (Figure 9.1). At
first glance, a great deficit in membership of the ‘upper-middle class’ (category 6) is ap-
parent in post-communist countries; 33 % of respondents from advanced countries placed
themselves in this category, compared with only 20 % in post-communist countries. There
is also a strong tendency to position oneself on the lowest rung of the social ladder: in
1992 only slightly more than 10 % respondents from advanced countries placed them-
selves in this position, compared with 34 % in CEE countries.

The Czech Republic is an exception that cannot be overlooked. In 1992, almost 28 % of
respondents from the Czech Republic located themselves in the middle of the status scale
(on the sixth level) while in other CEE countries it was only about 20 %. This relatively
favorable shape of subjective status distribution is undoubtedly rooted in the situation
immediately preceding the collapse of the communist regime, which offered a feeling of
belonging to the ‘lower middle’ category (degree five) to a relatively large number of
people in Czechoslovakia. The feeling of open opportunities for social mobility at the
beginning of the transformation manifested itself also in the feeling of specific mobility
and hence in the changing shape of the ‘middle zone’ of subjective social status. Between
1989 and 1992, the ‘higher middle’ (degree six) thus became dominant.
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Figure 9.1 Self-ranking on the scale of social status (%6)
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Figure 9.2 Subjective class identification of the economically active population
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Box 9.3 Internationally used methods

The attempt to order social strata along one vertical axis and establishing their main
characteristics has a particularly strong tradition in the United States, and it is here
where the commonly used seven strata scheme originated: 1. Upper upper (around
1 %) — social elite, with a common feature of inherited wealth; 2. Lower upper (around
2 %) — the economically most successful in a given generation, wishing to enter the
highest group; 3. Upper middle (around 12 %) — successful professionals, business-
men, and managers; 4. Middle class (around 32 %) — fairly well-paid clerks and lower
professionals; 5. Working class (about 38 %) — manual workers earning an average
wage; 6. Upper lower (about 9 %) poorly paid workers, living at the poverty level; 7.
Lower lower — temporary workers or people living on social allowances below the
poverty level (Coleman and Rainwater, 1978). It is interesting that although people
usually ignore this scheme, the size of groups generated by the self-ranking of re-
spondents do not usually differ from the above data on the ‘objective’ size of these
groups.

However, subsequent developments returned the Czech Republic into the family of
post-communist countries. First of all, the center was ‘compressed’ again into the category
representing the lower average: in the period 1992 — 1994, Group 6 went down from 28 %
to 17 % while group 5 grew from 19 % to 27 %. The trend after 1994 was already charac-
terized by a weakening of the ‘middle’ and a strengthening of the lower part of the status
scale. The shape of the distribution of subjective social status in the Czech Republic in
1997 was already almost identical to that of Eastern Europe in 1992,

A trend similar to that which could be seen in the ranking into degrees on the social lad-
der, also occurred in the placement of economically active persons into social classes
(Figure 9.2). It is surprising how strong the tendency to identify with the middle class was
at the beginning of the transformation. If respondents were not given the option of placing
themselves into the ‘working class’, the share of economically active people claiming
middle class membership in 1991 was about 61 % and grew slightly until 1995 (up to
66 %). A similar trend, albeit on a lower level, can be seen also in the self-ranking into the
middle class even when respondents were given the option of placing themselves in the
‘working class’. Identification with the middle class between 1992 and 1994 grew from
35 % to 43 %. In both cases the situation changed after 1995 when identification with the
middle class weakened to the benefit of the lower middle or working class. However, fur-
ther decrease in the number of people placing themselves into the middle class between
1996 and 1997 was also due to the increase of the upper-middle class.

In addition to this main trend, results also show that on the subjective level there was
a great overlap between the working and middle classes. To determine the degree of this
overlap, ISSP surveys carried out in the Czech Republic in 1996 and 1997 asked the ques-
tion of self-ranking both with and without the option of the ‘working class’. In 1996, al-
most one-quarter of respondents (23 %) who originally claimed membership in the work-
ing class found their way to the middle class, 43 % identified with the lower-middle class
and 34 % with the lower class. Until 1997, however, the willingness of people otherwise
opting for the ‘working class’ to identify with the middle class fell slightly (from 23 % to
18 %) to the benefit of the lower-middle class (from 34 % to 47 %). As we will see later,
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this finding agrees with the decreased willingness of workers to claim membership of the
middle class.

We find that both the ‘status-like’ and ‘class-like’ views of middle-class development
give a very similar picture. In the first years of the transformation the ‘subjective middle’
of the social structure started to act as a strong gravitational field, attracting a considerable
part of the population. In this respect Czech society was an exception among post-
communist countries. However, an important break occurred in 1995-1996, when the
willingness of people to place themselves into the ‘center’ of the status scale started to
decline. This visible and ominous break in social self-ranking is probably associated with
a greater realism in peoples’ perceptions of their own situation and the prospects for
change. It is obvious that we are interested mainly in those groups where we would expect
an increasing affinity to the middle class (professionals with higher education, self-
employed).

9.3 Changes in the social composition of the middle class

These changes in people’s tendencies to place themselves in the ‘middle’ of the status
hierarchy and claim membership of the middle class inevitably raise the question of which
groups show a ‘centrifugal’ tendency and which direction do their members choose within
their defined social space. Related to this is whether the influence of traditional attributes
of social conditions (i.e. independent business, higher education, and reasonable income)
on the identification with the middle class is strengthened or weakened.

The specific influence of economic and human capital, representing the main prerequi-
sites for the opening of opportunities for people in advanced countries to reach
a higher social position, differ for the ‘old’ and ‘new’ middle class. We are mainly inter-
ested in whether typical representatives of the ‘old’ middle class (entrepreneurs and
tradesmen) as well as those who are thought to form the core of the ‘new’ middle class
(university-educated professionals) really have the feeling that they belong to the middle
class. As we will see later, this feeling is important to their political attitudes and electoral
behavior.

Regarding the role of self-employment in identification with different social classes,
Table 9.2 shows a trend similar to that which can be seen in the development of the sub-
jectively defined middle class as a whole. The original growth between 1994 and 1995
was followed by a break and then fall in 1996-1997. In 1992-1995 it was possible to see
a growing tendency of entrepreneurs and self-employed identifying themselves with the
middle and upper-middle class. In 1992, 67 % of self-employed claimed appurtenance to
those two segments of middle class, rising to 76 % in 1995. However, by 1997 this figure
had dropped to 59 %, which is below the level seen at the start of the transformation. It is
the lower-middle class that absorbed those typical representatives of the old middle class
who had ‘fallen away’. This lower-middle class differs significantly both from the middle
and upper-middle class in opinions, attitudes, and electoral preferences.
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Table 9.2 Subjective class identification of the self-employed (%0)

Subjective class 1992-93 1994-95 1996-97
Lower class 1.0 0.0 1.6
Working class 11.0 6.1 94
Lower-middle class 21.0 17.6 29.7
Middle class 49.0 53.9 47.1
Upper-middle and upper 18.0 22.4 11.7
Total 100.0 100.0 100.0

Source: ISSP 1992-1997.

Note: In order to increase the number of respondents for analyses, in Tables 9.3-9.5 ISSP
data files 1992 and 1993, 1994 and 1995 and 1996 and 1997 were merged into three ana-
Iytical files.

We also notice a similar trend among university-educated people who, between 1992
and 1995, remained faithful to the middle class (Table 9.3). Recently, however, they seem
to have been turning away mainly from the upper-middle class. In 1992, almost 91 % of
university-educated economically active people claimed membership in the two upper
categories of the middle class, and in 1995 it was 2 % higher. However, by 1997 this
dropped to less than 84 %. The conclusion which we arrived at in case of businessmen and
self-employed also applies here, i.e. that since 1995 typical representatives of the new
middle class are more likely to place themselves in the lower middle class.

From the explanation of objective and subjective mobility (see Chapter 7) it follows that
in the first period of transformation, a high level of education contributed to the feeling of
social advancement, and in this respect the Czech Republic occupied the first position
among CEE countries. Analyses confirmed that the feeling of social advancement of uni-
versity-educated people cannot be satisfactorily explained only by the greater proportion
of highly educated entrepreneurs. With the exception of self-employment and business,
the most successful economic strategy of university graduates was employment in a for-
eign company. Those graduates who remained in the public sector were less likely to have
a feeling of social advancement.

Table 9.3 Subjective class identification of university-educated persons (%)

Subjective class 1992-93 1994-95 1996-97
Lower class 0.9 0.5 0.0
Working class 1.9 0.0 0.0
Lower-middle class 6.5 6.6 16.4
Middle class 52.8 60.7 57.6
Upper middle and upper 38.0 32.2 26.1
Total 100.0 100.0 100.0

Source: ISSP 1992-1997.

The fact that the increase in income among university graduates was most likely due to
the increasing value of education in the business sphere is proved by the development of
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the share of self-employed people by education (Table 9.4). The share of people who opt-
ed to work independently grew faster among those with higher education, mainly universi-
ty graduates. However, this culminated in 1994-1995 and was followed by stagnation.

Table 9.4 Shares of self-employed persons in educational categories (%0)

Education 1992-93 1994-95 1996-97
Primary 6.0 3.3 4.3
Lower secondary 10.2 11.3 9.3
Upper secondary 10.7 13.6 13.3
Tertiary 12.3 215 16.5
Total average 10.1 12.5 114

Source: ISSP 1992-1997.

The assumption that higher education was the source of the feeling of social advance-
ment, especially if education was valorized in the foreign or private sector, was proven by
results obtained in the comparison of the perception of change in self-ranking on the so-
cial status scale between 1989 and 1997. While in the state sector (public institutions and
state enterprises) graduates did not feel any change, and in the private or foreign sector
they perceived an advancement (on average by 0.782 points). The difference between
these two groups is statistically significant.

One important question remains to be answered: Was there a convergence of the objec-
tive and subjective dimension of social structure? If so, we should find out what role the
crystallization process of the middle class played in this process. Results of the analysis
given in Table 9.5 show that the objective and subjective levels of social structure actually
did move closer together. The role of middle-class crystallization in this process is illus-
trated by the proportion of members of the main social classes who identified themselves
with the middle and upper-middle classes in different periods. Even from this perspective
we can see a visible change over time. In the early stages, 1992-1993 and 1994-1995,
with a stable and generally strong orientation of higher professionals and self-employed
towards the middle and upper-middle class, even the preference of this group in the eyes
of lower professionals and even non-manual routine workers grew slightly. In this period
skilled workers strongly identified with the middle class.

However, the development after 1995 was accompanied by a visible change as the will-
ingness of professionals to identify themselves with the upper-middle class dropped sig-
nificantly among higher professionals, and the self-employed placed themselves much
more often in the lower-middle class. The proportion of the self-employed claiming to
belong to the lower-middle or working class grew from 35 9% in 1994-1995 to 50 % in
1996-1997. Unlike the self-employed, neither professionals nor routine non-manual
workers changed their affinity to the middle class, they only seemed less willing to place
themselves into the upper-middle class. Additionally, the affinity to the middle class
among skilled and unskilled workers also weakened.

A more detailed analysis also supports the general conclusion that the period after 1995
was characterized by general decline in the identification with the middle class. Members
of the upper classes were also more reluctant to claim membership in the upper-middle
class. One of the main processes which made it more difficult for an ever greater part of
the center of the social spectrum to identify itself with the middle and upper-middle class
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was the formation of a more consistent idea about what it really means to be a part of
them.

Table 9.5 Subjective class identification by occupational groups (%)

Subjective . Higher Lower  Routine Self-  Skilled Unskill.
Period
class profes.  profes. non-man. em-  worker worker
ployed
Lower class 1 0.0 0.6 0.0 13 0.4 13
2 0.0 13 5.1 0.0 3.2 4.1
3 0.0 1.3 3.6 0.0 1.7 4.9
Working class 1 1.3 10.1 191 114 62.0 64.1
2 0.0 7.6 13.6 10.8 479 553
3 3.0 3.9 10.8 15.7 56.4 717
Lower-middle 1 13.0 26.8 34.3 22.8 17.2 14.5
class 2 14.4 22.7 29.8 24.1 210 211
3 215 33.6 34.7 34.3 22.0 11.7
Middle class 1 51.9 52.4 42.7 50.6 18.6 18.8
2 51.2 55.9 47.0 51.8 27.3 19.2
3 53.3 52.2 47.3 41.4 19.1 10.9
Upper-middle 1 37.7 10.1 3.9 13.9 1.8 1.3
and upper 2 34.4 12.6 45 13.3 0.6 0.3
3 22.2 9.1 3.6 8.6 0.8 0.8
Total 1 7.6 16.6 17.6 7.8 271 232
2 9.8 18.6 155 6.5 24.7 24.9
3 12.4 21.2 15.3 6.4 221 226

Source: ISSP 1992-1997.
Periods: 1=1992-1993, 2=1994-1995, 3=1996-1997.

While in 1992 the likelihood of self-placement into the middle and upper-middle class
significantly increased, depending on whether the respondent was an entrepreneur,
a university graduate or someone placing himself in a higher income group, by 1996 those
factors were no longer of such importance. The importance of self-employment dropped
to one-third, the weight of a diploma to one-half and membership in the highest income
group was also of lesser importance. On the contrary, the importance of the congruence
between education and business on one side and income on the other grew significantly. If
at the beginning of the transformation own business, university diploma or high income
were sufficient to feel as if one belonged to the middle class, today it is more important to
find an appropriate balance between education or business and income.

The link between objective social position and subjective classification into classes or
ranking on the socioeconomic scale is undoubtedly strengthening. This trend, however, is
still not visible enough to avoid the feeling of a certain mismatch between social and
economic position in the middle strata of the social hierarchy, mainly among the middle
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class. A feeling of discrepancy between relatively high position in the social hierarchy and
low income is growing mainly in middle strata. The question remains which of the two
factors affecting the formation of middle class will prevail — whether the feeling of
a consistent, albeit slow social and economic ascent of the middle class or of a growing
mismatch between social and economic standing.

Box 9.4 Measuring the relationship between subjective and objective position

The convergence of the subjective and objective dimensions of social structure is doc-
umented by comparing the strength of the relationship between subjective and objec-
tive social class using Cramer’s V coefficient. A zero value of this coefficient equals
full independence. The greater the coefficient, the stronger the relation, with the max-
imum value being one. The results of the application of this coefficient to the relation
between objectively determined social class (EGP) and self-ranking (given in
a simple grading in Table 9.5) shows that between 1992 and 1995 the relation of both
mentioned dimensions did not change significantly (the coefficient value was practical-
ly constant: 0.311 in 1992-1993, 0.306 in 1994-1995). In the next period 1995-1997,
both classifications moved closer together, and the Cramer V coefficient grew to
0.344. However, this change was due to the development in the lower part of social hi-
erarchy (unskilled and skilled workers ever more often identified with the working
class or lower middle class) than to its center where stability prevailed. Identification
of higher and lower professionals with the middle class did not change significantly
and the self-employed dropped into the lower middle class.

This question is difficult to answer, all the more so since the middle class could in this
respect begin to become polarized. Survey results suggest that while the old middle class
and a part of the new one employed in the private sector have a better chance of accelerat-
ing their social advancement, a significant part of the new middle class, making use of its
education in the public sector (education, health services, and research) is stagnating and
therefore perceives a further growth in the inconsistency between social and economic
status. These trends are undoubtedly associated with the slow increase of wage differentia-
tion in the public sector, while differentiation in the private sector is already close to the
level of advanced countries.

The demonstrated strengthening of the link between objective social position and sub-
jective classification was less closely associated with changes on the middle levels of so-
cial hierarchy than with the crystallization of its lower levels, mainly by a pronounced
affinity to lower social groups among unskilled and skilled workers. While at the begin-
ning of transformation workers were likely to place themselves in the middle class (which,
in addition, had continued to strengthen until 1995), the situation has recently changed.
Unskilled workers identify themselves at an ever increasing rate with the working class
and skilled workers less frequently dare to place themselves higher than in the lower-
middle class. In the course of the crystallization of the middle class, negative identifica-
tion has recently begun to prevail over positive gravitation, which in advanced countries
attracts individuals traditionally belonging to this group. Most likely it is the result of the
above-mentioned change in individual circumstances, which must be created simultane-
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ously for someone to be willing to identify himself with the middle class. The necessity of
congruence between the social and economic aspects of social position, especially be-
tween prestige and income, seems to be ever more difficult to find in middle levels of the
Czech social structure.

9.4 Political orientation and electoral preferences

We already noted at the beginning of this chapter that one of the important reasons for the
growing interest in the middle class in post-communist countries was the conviction that a
strong middle class contributes to the stability of democratic political systems. This idea is
based not only on current observations, but was confirmed in a previous classic study in
political science (Lipset, 1981). Analyses suggest that members of the middle class are
likely to adopt political attitudes which are characteristic for the moderate right and in
normal conditions reject extreme political ideas, regardless of whether they originate on
the right or left of the political spectrum.

At the same time, the assumption was formulated that political orientation and attitudes
on one side and social self-identification on the other are closely intertwined factors. This
implies, among other things, that human political behavior is more dependent on how one
feels socially than one’s position according to education, occupation, or income. If we are
interested in political orientations and electoral preferences of members of the middle
class, we must first determine whether affinity to this group has as strong an influence on
political orientation as we would expect and whether this influence overpowers the objec-
tive characteristics of social position. In other words, we are interested in the political
orientation of the middle class and whether it really makes sense to differentiate between
its subjective and objective determination. Only then can we decide whether statistical
characteristics are sufficient to the understanding of political attitudes of the middle class,
or whether it is necessary to find out how these people feel socially.

As far as political attitudes are concerned, Chapter 11 shows in greater detail that the
Czech political spectrum is similar to those of advanced democratic countries. It features
two main structuring axes: the left-right axis and the authoritarianism-liberalism axis
(which is sometimes interpreted as conservatism-liberalism). However, the Czech Repub-
lic still differs from advanced countries in the importance of this division. The traditional
left-right axis plays a more important role in the Czech Republic than in advanced coun-
tries, while the authoritarianism-liberalism axis is less pronounced.

From the comparison of the respective position of differently defined social groups in
the political spectrum, we see that the ‘objective’ and ‘subjective’ views offer roughly the
same picture (Figures 9.3 and 9.4). Members of groups situated on higher levels of the
social hierarchy are more right-oriented with liberal tendencies, while members of groups
situated in lower levels are closer to the left and to authoritarianism. Workers traditionally
show a greater affinity to leftist ideas with a slight inclination towards authoritarianism,
routine non-manual workers (mainly clerks) represent the political center from both per-
spectives, professionals are ‘cautiously right-oriented’ and the self-employed together
with businessmen hold much more unambiguous both right-oriented and liberal attitudes.
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Figure 9.3 Position of objective social classes in the political space
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Figure 9.4 Position of subjective social classes in the political space
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The same applies to subjectively defined groups. People ranking themselves in the low-
er and working classes are oriented towards the left and authoritarianism, while the lower-
middle class occupies the ideal center, as with clerks. The middle class in total is situated
exactly where we would expect it to be, in the position of the moderate right with an incli-
nation to liberalism. It is interesting to note the position of two main segments of the mid-
dle class. On one side is the new middle class, whose members also position themselves in
it subjectively and bear its features, i.e. they are university graduates. Similar to the cate-
gory of professionals in Figure 9.3, this is the more moderate, liberal right. On the other
side is the old middle class, who also see themselves as members of the middle class and
are either self-employed or businessmen. This group shows an inclination towards more
radical attitudes from both perspectives. It is also worth mentioning that individual groups
differ more in terms of their position on the left--right axis rather than on the axis of au-
thoritarianism-liberalism. This again confirms that in the Czech Republic, the left-right
axis plays a more important role in the formation of political orientation than the authori-
tarianism-liberalism axis.

Figure 9.5 Position of social classes on the left-right axis of the political spectrum

Right 1
orientation E Respondent identifies with the middle class
08 f
A @ Average in a given class
0.6

[ @ Respondent does not identify with the middle class
04 | €D

Left
orientation,_ ¢ ! ! !

Unskilled worker Routine non-manual Selfemployed
Skilled worker Professional

Source: Trends 4-98 (STEM).

The similarity in the structure of political attitudes resulting from objective classifica-
tion and subjective class identification should not lead to the conclusion that only one of
these criteria is sufficient for understanding the political attitudes of the middle class. The
analysis shows unambiguously that the feeling of tension or of mismatch between the ob-
jective and subjective classification into the middle class is a very important element in
the formation of political attitudes and electoral behavior. Figure 9.5 shows how signifi-
cantly the leftist inclination is influenced by the perception of compliance or mismatch
between self-identification and objective membership of the middle class. The vertical
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axis represents the left-right axis from Figures 9.3 and 9.4, the ellipses marked as the ‘av-
erage in a given group’ show the positions of objectively defined social classes, and other
ellipses show the positions of different people according to whether or not they think they
belong to the middle class.

The results show that subjective class identification with the middle class has a great in-
fluence on political attitudes. This influence, in addition, overpowers the effect of objec-
tive social characteristics. Generally it is true that people who claim to belong to the mid-
dle class, no matter where they belong objectively, are more inclined towards rightist val-
ues and attitudes than people placing themselves in lower social groups. However, hidden
behind this general tendency is another no less important one. While identification with
the middle class among workers and clerks leads in a more conspicuous way to an inclina-
tion towards rightist values, the reluctance of professionals and businessmen to place
themselves in the middle class results in a stronger inclination towards leftist values and
attitudes.

Box 9.5 Factor analysis of the political spectrum

In agreement with authors dealing with issues of political orientation in advanced
countries (Evans, Heath and Lalljee, 1996), we have defined the political space in the
Czech Republic according to both the left-right axis and the authoritarianism-
-liberalism axis. Both were established by a factor analysis of two groups of variables.
The left-right axis was created according to the degree of agreement or disagreement
with the following statements: ‘The government should redistribute income from the
better-off to those who are less well-off”; ‘Big business benefits at the expense of work-
ers’; ‘Ordinary working people do not get their fair share of the nation’s wealth’;
‘There is one law for the rich and one for the poor’; ‘The management will always try
to get the better of employees if it gets the chance’ The authoritarianism-liberalism ax-
is was then defined using following statements: ‘Young people today do not have
enough respect for traditional values’; ‘For some crimes, the death penalty is the most
appropriate sentence’; ‘Schools should teach children to obey authority’; ‘Laws
should always be obeyed even if a particular law is wrong’; ‘Censorship of films and
magazines is necessary to uphold moral standards’; ‘People who break the law should
be given stiffer sentences’. Factor analysis confirmed the existence of both of these di-
mensions even in the Czech political spectrum.

As far as electoral behavior is concerned, we have spelled out the hypothesis that mid-
dle class members are likely to vote in favor of right-wing rather than left-wing parties,
which results from their aforementioned political attitudes and values. This means at the
same time that they constitute a certain barrier to political extremism. The extent to which
these considerations are true is shown by the analyses of the influence of subjective and
objective classification into social groups on electoral preferences of liberal-conservative
(right-wing) and extremist parties (Tables 9.6 and 9.7).

The finding that businessmen, self-employed, professionals, and some clerks are more
inclined to vote for liberal-conservative (right-wing) parties than workers was not very
surprising. Nevertheless, social self-ranking plays a greater role in voting in favor of the
right-wing parties than objective membership in a certain class. This is visible mainly in
higher social classes: 80 % of the self-employed and businessmen claiming to belong to
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the middle or upper-middle class would vote for certain right-wing parties, while among
people claiming to belong to the lower-middle class, only 60 %. The situation is similar
among workers, where the generally weak tendency to vote for the right becomes consid-
erably stronger among people placing themselves in a higher social class. Of skilled work-
ers who place themselves in the working or lower class, 30 % vote for the right but out of
those placing themselves in the middle class this share is 51 %. This tendency is even
more visible in clerical occupations where the feeling of membership in the middle or
upper-middle class generates a stronger affinity to the right, particularly in comparison
with those who place themselves in the lower-middle class (with which people in these
professions identify most frequently).

Table 9.6 Preferences of right-wing parties by subjective and objective social class
(% of economically active population)

Subjective Self-  Professional Rout. non-  Skilled Unskilled

class employed manual worker worker Total
Lower or

working 25.0 27.6 33.9 30.3 28.8 29.3
Lower-

middle 59.5 54.0 46.2 42.0 47.9 49.1
Middle or

upper-middle  79.5 59.6 62.0 51.2 52.4 61.4
Total 69.5 55.6 50.9 36.7 35.3 49.0

Source: Trends 4-98 (STEM).
Right-wing parties: ODS, ODA, US and KDU-CSL.

Table 9.7 Preferences for extremist parties by subjective and objective social class
(% of economically active population)

Subjective Self-  Professional Rout. non-  Skilled Unskilled

Total
class employed manual worker worker
Lower or
working 28.6 36.0 26.3 33.3 36.6 32.8
Lower-
middle 17.5 17.1 14.5 18.4 16.7 16.6
Middle or
upper-middle 6.4 12.0 114 195 21.1 124
Total 13.3 17.1 19.7 33.0 31.6 20.4

Source: Trends 4-98 (STEM).
Extremist parties: KSCM and SPR-RSC.

In order to complete the picture, it should be also noted that the inclination to vote for
the right among groups of different levels is significantly influenced by whether or not the
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voter claims to belong to the middle class. Out of people with secondary school or univer-
sity education who place themselves in the lower-middle class vote for the right, those
claiming membership in the middle or upper-middle class 45 % vote for the right in more
than 60 % of cases. For skilled workers, the feeling of membership in the lower-middle
class represents a certain threshold whose transgression symbolically opens the way to the
right. However, in general it is true that the feeling of belonging to the middle class is a
more influential on voting behavior than formal education is.

Election results also strongly support another premise, that the membership in the mid-
dle class is a barrier to political extremism. In the Czech Republic, there is a considerable
tendency to vote for extremist parties (SPR-RSC, KSCM) mainly among workers and
people with little education. According to Table 9.7, as a rule the inclination to vote for
extremist parties is much stronger among workers identifying with the working or lower
class than with the lower-middle or middle class. The inclination towards extremism
among entrepreneurs and self-employed is also noteworthy. Those who identify with the
middle class are most distant from extremism, but the absence of the above social link
dramatically increases the tendency towards political extremism.

In addition to self-placement within the political spectrum, other political attitudes of
people identifying themselves with the middle class also testify to their deeper relationship
with the right or center-right. Members of the middle class whose objective position
agrees with their subjective identification with this class show more deeply anchored anti-
egalitarian sentiments, a more visible rejection of socialist principles, and a greater stress
on the principle of equal opportunity when compared to people who belong to this class
only according to objective criteria. We can see that the formation of the middle class is
not only a part of the overall change of the social structure of Czech society, but it has and
will continue to have many common features with its political development. Although the
metamorphosis of the social structure was not so dramatic, its main direction was certain:
social structure is crystallizing and its objective and subjective dimensions are getting
closer, which has all contributed to the clearer articulation of socially defined political
interests. The crystallization of the middle class at the beginning of the transformation,
and the problems obstructing the development of this group and its self-identification,
have played an important role in the change of political orientation and electoral behavior
during the last year.

9.5 Conclusion

The renewal of the middle class in post-communist countries has resulted in filling the gap
within the social structure of these societies. The totalitarian regime did not only not need
the middle class but had many reasons to fear it. Analysis of the development of social
groups which constitute the basis for the formation of the middle class showed that in spite
of the visible changes in Czech social structure which had already been achieved, the re-
newal of the middle class will be a task for future generations. It is clear that after the ini-
tial, somewhat faster growth of the old middle class (entrepreneurs and self-employed),
the future formation of the middle class will be associated rather with the development of
its new (intellectual) segment. This will be, however, strongly limited by the pace of the
transformation of the Czech occupational structure. The original optimism about the speed
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of restructuring and modernization, without which it is not possible to imagine a transfor-
mation of the social structure, gradually dissipated.

Analyses also confirmed that the revival of the middle class depends on whether people
who according to all relevant objective characteristics should belong to the middle class,
and actually feel as if they belong to it. Even here this is a process which, after the quick
start immediately after 1989, has begun to stagnate. In the first phase of the transfor-
mation, in addition to the relatively strong affinity of higher professionals and the self-
employed to the middle and upper-middle class, the affinity among lower professionals
and even routine non-manual workers increased. Yet in the following period the situation
had changed. The willingness to identify oneself with the upper-middle class dropped
mainly among professionals and the self-employed, who to a much greater extent than
before, place themselves in the lower middle class. The surprisingly strong tendency of
ranking into the middle class has been gradually weakening even among skilled and un-
skilled workers.

The above change may be, among other things, associated with the gradual crystalliza-
tion of the idea of what in fact does make someone a member of this group. Several years
ago when notions of the middle class were not yet fully developed, a business license,
university education, or high income was sufficient enough for someone to identify him-
self with the middle class. Today the situation is different; the conception of middle class
has more dimensions and in this framework it is acquiring a more consistent shape. This
means that unless education or business is accompanied by an above-average income, the
feeling of belonging to the middle class is far less likely to emerge, if at all.

The process of the revival of the middle class evidently has important political conse-
quences. It is understandable that together with the re-structuring of Czech society and
growing economic and social inequalities, the influence of membership in a social group
or class on political attitudes and orientations has strengthened. This is supported also by
many analyses of trends in electoral behavior, which show that the influence of the identi-
fication with a social class on voting decisions has been getting stronger. It should not be
overlooked that self-ranking in important social hierarchies and the notion of change in
life opportunities influence political attitudes and electoral behavior much more than the
social group or class one belongs to according to statistics. This confirms again the old
idea, formulated several decades ago, that people behave more according to how they per-
ceive society than how it really is (Thomas and Znaniecki, 1918). Just from this perspec-
tive it seems that the formation and crystallization of the middle class, taking place in a
period of deep social transformation, is an important condition for maintaining or achiev-
ing political stability. Without a strong middle class which is ‘aware of itself’, the crystal-
lization process of interest structures and associated political orientations in the Czech
Republic could lead to political polarization and subsequently to the long-term political
destabilization of society.

We have demonstrated that the middle class in fact has the tendency to occupy the cen-
ter-right side of the political spectrum. Through this process, the new middle class is more
attracted to the center and to a stronger role of the state, while the old middle class has a
political gravity more to the right, closer to liberal values. It was also confirmed that this
group, in comparison with others, clearly rejects extremism. It is important that the subjec-
tive identification with the middle class has greater influence on political attitudes and
electoral preferences than objective classification in this group. In symbolic terms, a per-

226



son only really becomes a member of the middle class in the political sense when he iden-
tifies himself with it subjectively. Although this is nothing new or surprising, we should
not overlook it, especially when considering the social processes which bring the Czech
Republic closer to the political climate of advanced countries.
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10 Social stratification and voting behavior

The analysis of social stratification is not just a game played by sociologists for their own
benefit. Appurtenance to a certain social group, defined either objectively or subjectively,
is a significant indicator of behavior in the economic and political sphere. Likewise, social
mobility affects attitudes and behavior independently of whether it has occurred in the
past or may be expected in the future. The important question is to what extent social clas-
ses and groups affect people’s voting behavior and to what degree, in times of historical
breaks, voters are more open to a broader spectrum of influences. In other words, do peo-
ple vote for a political party either because its program corresponds to the interests of the
social group they belong to, or on the basis of currently important issues, or the political
style of a certain party and the image and prestige of its leaders?

Sociologists in the developed world have long debated whether so-called secularization
of voting behavior has occurred, which would mean that voters have passed from a tradi-
tional and customary behavior to a purposeful and rational one (Crewe, Sarlvik and Alt,
1977). Supporters of this opinion argue that in elections, political parties that rely upon
traditional loyalties are less successful than those which, using a good knowledge of social
problems, present their political aims in a comprehensible way which makes sense and is
attractive to citizens. This secularization of election behavior also explains the fact why
the number of voters who explicitly identify themselves with particular political party has
been continuously decreasing.

Even more controversial is the role of social class and social stratification in voting be-
havior. The process of so-called class secularization is discussed in a similar way as the
secularization of voting behavior. The concept refers to prolonged social transitions, in
which social groups, and especially the working class, lose their ideological consciousness
and solidarity (Robertson, 1984:86). These two processes have often been directly linked,
where the thesis on class secularization is for example used in the causal explanation of
the success of one political party and the failure of another.

Several studies (Graaf, Nieuwbeerta and Heath, 1995; Nieuwbeerta, 1995; Hout,
Brooks and Manza, 1993) offer empirical evidence of the traditional hypothesis formulat-
ed by political sociology (Lipset, 1981; Goldthorpe, 1969). According to this hypothesis,
left-wing parties are attractive to lower social strata and to groups which experience eco-
nomic uncertainty for long periods, whose life-chances depend on state redistributive pol-
icies, and thus prefer greater economic equality. However, of equal influence is the re-
search stream, which has successfully put forth the hypothesis on the decreasing influence
of social position on voting behavior. Unfortunately, different methodological approaches
return different results. The most recent studies, based on the modern theory of social
stratification, sophisticated statistical methods and survey data collected over
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a long period, have reached the conclusion that the relationship between social class and
political choice has not weakened in most of democracies of Western Europe and North-

ern America since 1945, but tends to vary and in exceptional cases even strengthened.

Box 10.1 The association between social class and voting behavior

Manza, Hout and Brooks (1995) classified various explanations of the weakening as-
sociation between social class and voting behavior into five types:

1. The approach emphasizing the increasing living standards of the working class and
lower-level employees and especially more intensive social mobility in the post-war
period. People experiencing upward mobility often internalize norms of political be-
havior which lie somewhere in between their original and targeted position, or they
gradually adapt to the norms of the social group into which they enter.

2. The approach based on the growing importance of social cleavages in the policy of
modern democracies, which is not class oriented, but is rather based on gender, race,
and ethnic or linguistic diversity.

3. The approach emphasizing an increasing ability of more educated voters to for-
mulate political opinions independently of their social class or other social character-
istics. Here, voters more often choose political parties on the basis of experience with
past results and their programs for the future, and do not feel constrained by their ap-
purtenance to a certain class.

4. A post-materialist approach, according to which the values of age cohorts born in
the prosperous post-war period has shifted. In contrast to people born in less prosper-
ous periods who give preference to material values, the most important issues for
younger people are protection of the environment, human rights, and the quality of
life. Due to generational exchange, post-materialists in developed countries are grad-
ually becoming predominant in the population, which causes a weakening association
between social class and voting behavior.

5. Approaches based on a macro-structural analysis of strategies of political parties.
According to one of them, left-wing parties face the dilemma that because of the de-
cline of the working class, their politics must become attractive for middle-class voters
as well. Such maneuvering inevitably leads to a loss of votes among workers, because
left-wing parties are no longer seen as defenders of their specific interests but rather of
those which are common to other classes. This election dilemma weakens the associa-
tion between social class and political choice. This is partly because the original polit-
ical parties of the working class are forced to open their policy towards members of
other groups and partly due to the introduction of political issues based on outside
classes.

According to another macro-structural approach, globalization leads to a weakening
of class solidarity and consequently to a weakening relation between class and choice
of political party. Here, the threat of competition by foreign labor and capital can lead
to a strengthening unity of inter-class interests in declining industries and firms.
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In this chapter, we pose the question how strong the association between social stratifi-
cation and voting behavior is in the Czech Republic and how it has changed in the short
period of renewed parliamentary democracy. We pay attention mostly to the comparison
of election results of 1992 and 1996 from the point of view of political behavior of indi-
vidual social groups. We will then consider voting preferences of individual social groups
in period following the 1996 elections and in the fall of 1997, when the elected govern-
ment was still in power but the 1998 early elections had not yet been announced. Then we
will focus on the voting climate in spring of 1998 and, finally, conclude with the analysis
of results of the early elections in 1998 and compare their results with those from the 1996
elections, again from the point of view of political behavior of individual social groups.

10.1 Changes after 1989: from non-standard to standard elections

The history of post-war elections in the Czech Republic is not very encouraging. After the
1946 elections, which took place in the framework of a limited ballot and in an atmos-
phere of extreme socialist tendencies, a number of self-confirming acts were overtaken by
the communist regime. Beginning in 1948, National Front candidates were massively
elected without the possibility of any other choice. Elections to all representative bodies
were fixed parts of the totalitarian regime, which nevertheless could not have existed
without this orchestrated theater. Therefore, it punished anyone who desired to take the
Constitution seriously and use one’s rights in any other way than the politically tolerated
manner.

This system was displaced only in November 1989, when the path to a democratic re-
gime was opened. The first free elections in 1990 exemplified the mass and spontaneous
opposition to Communism, however they were not quite standard democratic elections
with competition between well-developed political parties declaring different programs
and representing interests of different social groups. This became obvious when the over-
whelming winner of the 1990 elections — Civic Forum — failed in the next elections, and
was suppressed by actual political parties of which part had originated in its womb.

To characterize the association between the choice of political party and social stratifi-
cation at the early stage of the transformation, we refer to the study of Boguszak, Rak and
Gabal (1996). According to this, sympathy towards individual parties was closely associ-
ated with attitudes towards expected social and economic changes, particularly towards
the market economy and its consequences. These findings contradict the two-axis theory
of the political scene, according to which economic interests did not play
a significant role in the first period of the transformation. It was also important that neither
social nor demographic groups created internally homogenous clusters of voters having
significantly different attitudes towards social and economic changes. This means that
attitudes expressed in the elections did not represent specific interests of social groups.

However, certain weak ties existed even in this diluted context. While the Civic Forum
was attractive particularly to the more educated citizens and with a higher professional
status, the Communist Party of Bohemia and Moravia (KSCM) was supported mostly by
older people with low social positions and cultural backgrounds. Nevertheless, according
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to the above-mentioned authors, it is not possible to speak about the political parties of the
time as representing specific interests of certain social groups. Even the Civic Forum, the
undisputed winner of the 1990 elections in the Czech lands, did not have a clear political
profile. Most citizens assumed that the Civic Forum was not a political party and the di-
rection of its future development was not clear. Typical for most of the former parties
were anti-communist attitudes and an emphasis on civic and political freedoms. Yet opin-
ions differed on the pace of economic reform and on resolving relations with Slovakia.

Box 10.2 Liberal-conservative and left-right axes of the political spectrum

It is rare to find a fully consistent theory from which to begin the study of the role of
social factors in voting behavior in post-communist countries. Therefore, we seek in-
spiration in analyses of social determinants of voting behavior in developed democrat-
ic countries, which are, however, not unambiguous. The expected strengthening of the
association between social class and political choice is supported by the two-axis the-
ory, in which politics of post-communist countries pass from the dominance of the lib-
eral-conservative axis to that of left-right axis (Szelényi, 1995 and 1996). According to
this theory, the first period of the transformation was characterized by stressing issues
like freedom, identity, ethics, and values, all of which are important symbols of the lib-
eral-conservative axis of the political scene. Economic interests, from which class-
based political reactions derive, were expressed only mildly and remained in the shad-
ow of the initial euphoria. But immediately after civic and political freedoms had been
secured, different economic interests, together with class-based political attitudes and
voting preferences emerged.

By the time of the 1992 elections, it had become a competition between true political
parties. No matter who their voters were and what their programs were like, they func-
tioned as more or less equal political subjects. In 1992, 1996, and 1998, the same or very
similar political parties played the central role in elections and therefore we can compare
not only their election results, but also the most important social characteristics of their
electorates. We may also analyze the association between social group and voting behav-
ior, though only in a limited framework of certain basic characteristics of voters.

Before we start to analyze the relationship between choice of political party and social
group, we have to remember some of the changes in the Czech political scene. Although
political orientations elicited from self-placement on the left-right axis between the 1992
and 1996 elections showed a remarkably stable distribution, that is, consistently and mod-
erately oriented towards the right (Mat&ji and Rehakova, 1996; 1997), two important pro-
cesses were hidden behind this stability in declared political orientation. The first was the
crystallization of the left-right axis content, in other words, gradually maturing egalitarian
attitudes and a corresponding perception of distributive justice among left-oriented voters.
This contrasted to voters identifying with the right, who explicitly and consistently formu-
lated anti-egalitarian opinions (Maté&ju et al., 1995; Mat&ji and Vlachova, 1995). The sec-
ond process is the general weakening of pro-market euphoria and growing expectations of
larger interventions of the state in the economy and society (Vecernik, 1996 and 1998).
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It can be also assumed that restitution and the privatization of property, by which the
new class of proprietors and entrepreneurs emerged, influenced the gradual penetration of
class interests into voting behavior. Similarly, the transition to a market economy, which
introduced greater income and wealth inequalities, contributed significantly to the
strengthening of specific class interests. Although the post-November development did
not stir social mobility as much as expected and did not bring about any radical changes in
social structure, the impact of the transformation on social stratification was not insignifi-
cant. Important changes in the life-chances of entire social groups occurred.
A feeling of downward mobility, especially in income and living standard, among skilled
and unskilled workers, lower professionals and routine non-manual workers has been of
particular importance as regards the formation of political attitudes and voting behavior.

10.2 Three views on the 1992 and 1996 elections: left, government coalition,
and extremist parties

We begin with the analysis of the 1992 and 1996 elections from three related perspectives.
First, we will compare voters of left-wing parties with the others, then right-wing govern-
ment coalition voters with those of other parties, and finally we will consider the charac-
teristics of citizens voting for extremists parties. For the sake of the transparency of our
conclusions, we describe voters only according to their social position. More detailed
analyses of this factor when controlled for sex, age, and region showed that the specific
effect of social group remains indisputable (Mat&jt and Rehdkova, 1996 and 1997). A
more specific analysis of a narrow set of variables is done on large surveys conducted in
1992 and 1996 during the elections. While in 1992 the data is on the elections to the
Czech National Council (which closely corresponds to today’s national Parliament), in
other cases the data on parliamentary elections are analyzed.

In comparison with the 1992 elections, in 1996 the percentage of left votes (CSSD,
KSCM, LB, SDL) increased significantly, due to the enormous growth in the number of
CSSD voters. Whereas the ratio of left to other votes was 0.26 in 1992, it had increased to
0.62 by 1996. In the 1992 elections, the left was most attractive to pensioners, but it had
only minimally gained the support of the self-employed. Preferences of the other social
groups towards the left did not differ much from the average. Thus it is possible to say
that about 21 % of voters in each of the social groups under observation voted for the left
and 79 % for one of other parties. In 1996, the left was most favored by manual workers,
and least by the self-employed and professionals. Routine non-manual workers and pen-
sioners voted close to the average and much the same way: about 38 % voted for the left
and 62 % for the other parties (Table 10.1).

What then were kind of changes that occurred in the period between the 1992 and 1996
elections, regarding the decision to vote for a left or non-left party? Was the increase in
the percentage of votes for the left affected by greater support of members of social
groups which traditionally vote for the left? Was there greater support among the elec-
torate in general caused by increasing economic inequalities and thus by the expectation
that the state should play a greater role in redistribution? We found that all social groups
considered here shifted to the left in the sense that the proportion of votes for the left grew
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in this period. However, a general shift to the left occurred in various groups with varying
intensity. The most visible and biggest shift to the left-wing parties occurred among man-
ual workers, but even more among the self-employed, while the smallest shift occurred
among professionals, and surprisingly also among pensioners. Though traditional voters
of left-wing parties made a significant shift towards them, they were not alone in this
move.

Table 10.1 Left voting by social group (percentages and sign schema)

Social 1992 1996
group Left Other Left Other
Professionals 21.0 79.0 31.8 68.2
0 0 - +++
Routine non-manual 21.7 78.3 40.2 59.8
workers 0 0 0 0
Self-employed 7.9 92.1 23.4 76.6
+++ +++
Manual workers 21.0 79.0 47.0 53.0
0 0 +++ -—-
Retired 25.3 4.7 41.0 59.0
+++ 0 0
Total 20.6 79.4 38.2 61.8

Source: 1992 exit poll carried out by INFAS and FACTUM for Czechoslovak Television;
1996 exit poll carried out by INFAS and SC&C for the Czech Television.

Left: KSCM, LB, SDL, CSSD.

Box 10.3 Election surveys (exit polls)

The largest surveys of election behavior are the so-called exit polls, conducted as vot-
ers are leaving the voting stations. In 1992, a survey of voting behavior was conducted
for Czechoslovak Television by the INFAS and FACTUM agencies, and in 1996 for
Czech Television by the IFES and SC&C agencies. In both cases, the surveys were
based on a representative sample of voting districts and contained information on
electoral decision of respondents and on their occupation, age, sex, education, and
(only in 1996) religion. For analysis, data files from both years were merged and
weighted to the actual election results. In this chapter, only two variables are used: the
respondent’s vote for a particular party and his or her social group. The variable of
vote has seven categories: 1= left extreme (KSCM, LB, SDL), 2= CSSD, 3= KDU-
CSL, 4= ODS, 5= ODA, 6= SPR-RSC, 7= other parties. The variable of social group
has five categories: 1= professionals (with tertiary education), 2= routine non-manual
workers (without tertiary education in non-manual occupations), 3= self-employed
(including entrepreneurs), 4= manual workers (skilled or unskilled or agricultural
workers), 5= retired (including disabled).
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Box 10.4 The method used in the data analysis

The results are based on logit models, which have the advantage of separating
a change in the association between a social group and voting from other changes,
namely from changes in the size of social groups and the overall gain in support by in-
dividual parties. This is especially relevant in the Czech situation, where the number of
CSSD voters increased more than three-fold and the self-employed nearly doubled in
size. Logit models are created for the ratios of the frequencies of the dependent varia-
ble (voting decision) for each combination of values of independent variables, for ex-
ample, for the ratio of left votes to right votes in particular sub-groups of voters. The
kappa index (Manza, Hout and Brooks, 1995) measures the strength of the association
between social class and voting and is calculated from the saturated logit models. In
the case of no influence of social class on the analyzed voting decision, the value of the
index is zero, and as the effect of social class increases, so does the value of the index.
In addition to row percentages, tables also contain a so-called sign test (sign schema).
The sign test we use here is called simultaneous sign test. Positive (or negative) signs
mean that in a particular cell there are more (or less) cases than would be expected
under the hypothesis that the voting decision of the social class does not deviate signif-
icantly from the situation of independence between social class and voting. The higher
is the number of signs, the more significant the deviation from independence (as levels
of significance were chosen 0.05, 0.01 and 0.001). The symbol ‘0’ in a cell indicates
that there is no significant deviation from the hypothesis of independence in the cell.

The question still remains of whether the influence of social group on the preference of
the left or non-left parties strengthened, weakened, or remained the same. From the com-
parison of corresponding values of the kappa index (0.49 in 1992 and 0.37 in 1996), we
see a moderate drop in the association between social group and vote occurred. This result
might be at the first glance paradoxical, but should not come as a surprise, as the greatest
shift to the left occurred not only among manual workers, but also among
the self-employed, who were originally the least inclined towards the left of all groups.
The smallest shift to the left occurred among pensioners, who already in 1992 gravitated
the most to the left. This conclusion also supports the known fact that the left (in the
Czech case particularly CSSD) managed to address a wider than expected segment of the
voters, without addressing only selected social groups.

Between the 1992 and 1996 elections, significant changes within the left itself occurred.
While in 1992, two-thirds of voters for the left chose one of the parties of the Communist
left (KSCM or LB or SDL) and only one-third voted for CSSD, in 1996 the situation was
reversed, i.e. two-thirds of leftist voters chose CSSD. Likewise, substantial changes oc-
curred in behavior of individual social groups. In the 1992 elections, pensioners were the
biggest supporters of the extreme left parties, as in this social category for one CSSD vot-
er were three voters of the left extreme. Among other social groups, support for the ex-
treme left was much weaker, as for one CSSD voter there were approximately two voters
for the left extreme (Table 10.2).
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Table 10.2 Divison of left voters between left extreme and CSSD by social group
(percentages and sign schema)

Social 1992 1996
group Left extreme CSSD Left extreme  CSSD
Professionals 65.7 34.3 29.6 70.4
0 0 0 0
Routine non-manual 66.0 34.0 25.5 74.5
workers 0 0 +++
Self-employed 69.2 30.8 23.7 76.3
0 0 - ++
Manual workers 65.2 34.8 25.0 75.0
0 0 -—- +++
Retired 74.8 25.2 47.7 52.3
+++ --- +++ -
Total 68.4 31.6 30.8 69.2

Source: 1992 exit poll carried out by INFAS and FACTUM for Czechoslovak Television;
1996 exit poll carried out by INFAS and SC&C for Czech Television.

Left extreme: KSCM, LB, SDL.

A dramatic change occurred between 1992 and 1996 elections: among pensioners vot-
ing for the left, there was approximately one CSSD voter for each voter of the left extreme
and among other social groups, there were approximately three CSSD voters for each vot-
er of the extreme left. The shift of leftist voters from the Communist left to CSSD was
least striking among pensioners, while among other social groups it was more striking and
for all groups the same. A comparison of the kappa index (0.17 in 1992 and 0.40 in 1996)
leads us to the following conclusion: the effect of social group on the choice between
KSCM, LB and SDL on one side and CSSD on the other strengthened significantly. This
shift was mainly caused by retired people who favored the extreme left more than others.

In 1996, the ratio of votes for parties in the right-wing government coalition to votes for
other parties increased slightly. This occurred due to the increase of voters for KDU-CSL.
Professionals, routine non-manual workers, and the self-employed expressed an above-
average support in the 1992 elections for the government coalition, while manual workers,
support was below the average. In the 1996 elections, professionals and the self-employed
were more likely than manual workers to vote for the coalition (Table 10.3). Stronger
support for the coalition was found among professionals and the self-employed, while no
significant change occurred among other social groups. From this it is clear that the asso-
ciation between social group and the choice between coalition and non-coalition parties
(considered as one whole) strengthened, which is also declared by the kappa coefficient:
0.29 for the 1992 elections and 0.43 for the 1996 elections.

If the electorate of the left became less crystallized in terms of social stratification, the
electorate of the right-wing coalition had in contrast become much more clearly defined in
social terms. The result is the same even if we divide political parties into three groups:
left, government coalition, and the rest. While the association between social class and the
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choice between coalition and other parties strengthened (the kappa index was 0.31 in the
1992 elections and 0.45 in the 1996 elections), the association between social class and
the choice between the left and other parties significantly weakened (the kappa index was
0.51 in the 1992 elections and 0.28 in the 1996 elections). It is also true that the associa-
tion between social class and the choice between the left and the right-wing coalition
weakened only insignificantly (the kappa index was 0.52 in the 1992 elections and 0.47 in
the 1996 elections).

Table 10.3 Coalition vote by social group (percentages and sign schema)

Social 1992 1996
group Coalition Other Coalition Other
Professionals 51.2 48.8 58.0 42.0
+++ --- +++ ---
Routine non-manual 46.8 53.2 43.2 56.8
workers +++ 0 0
Self-employed 52.3 47.7 58.6 41.4
+++ +++
Manual workers 334 66.6 31.1 68.9
- +++ -—- +++
Retired 415 58.5 41.4 58.6
0 0 0 0
Total 42.0 58.0 44.2 55.8

Source: 1992 exit poll carried out by INFAS and FACTUM for Czechoslovak Television;
1996 exit poll carried out by INFAS and SC&C for Czech Television.

Coalition: ODS, KDU-CSL, ODA.

Table 10.4 Distribution of right coalition voters among KDU-CSL, ODS and ODA
by social group (percentages and sign schema)

Social 1992 1996
group KDU-CSL ODS ODA KDU-CSL ODS ODA
Professionals 12.5 62.1 25.4 17.0 62.7 20.3
0 - +++ 0 0 +++
Routine non-manual 11.1 71.9 17.0 14.4 69.1 164
workers 0 + 0 +
Self-employed 34 82.9 13.7 8.1 77.0 149
--- +++ 0 -—- +++ 0
Manual workers 18.8 70.6 10.5 26.5 61.1 124
++ 0 +++ 0
Retired 23.0 66.9 10.1 25.4 66.7 7.9
+++ 0 -—- +++ 0 ---
Total 15.0 70.9 14.1 18.4 67.2 144

Source: 1992 exit poll carried out by INFAS and FACTUM for Czechoslovak Television;
1996 exit poll carried out by INFAS and SC&C for Czech Television.
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Among right-wing coalition voters, support for KDU-CSL increased, for ODS it
dropped, and for ODA it remained stable (Table 10.4). An above average percentage of
pensioners and workers voted for KDU-CSL in both elections. This party was less popular
among the self-employed and routine non-manual workers. In both elections, the self-
employed gave above average support to ODS, while professionals supported them less in
1992, and workers supported them less in 1996. In both elections, ODA received above
average support from professionals and routine non-manual workers and below average
support from pensioners. In 1992, manual workers and peasant also demonstrated a de-
crease in support of ODA. Important changes occurred only among the self-employed who
were more akin to vote for KDU-CSL in 1996 than in 1992, and among manual workers,
who also voted more for KDU-CSL in 1996 than in 1992 and less for ODS.

If we compare voters of individual coalition parties, we find that KDU-CSL gained in
the 1996 elections in comparison with ODS and ODA in all social groups (the ratio of
KDU-CSL voters to voters of ODS and ODA increased since 1992 in all social groups).
For ODS, this was least visible among pensioners and for ODA most visible among pro-
fessionals and routine non-manual workers. It is also important that the self-employed in
1996 preferred ODS or ODA over KDU-CSL to a lesser extent than they had in 1992. All
of this resulted in a decrease in the strength of the association between social group and
choice between KDU-CSL and ODS (the kappa index dropped from 0.73 to 0.50), and
between KDU-CSL and ODA (the kappa index fell from 0.81 to 0.65).

Table 10.5 Vote for extremist parties by social group (percentages and sign schema)

Social 1992 1996
Group Extremist Other Extremist Other
Professionals 15.7 84.3 11.3 88.7
-- ++ +++
Routine non-manual 19.6 80.4 18.5 81.5
workers 0 0 - +
Self-employed 11.8 88.2 15.3 84.7
+++ +++
Manual workers 235 76.5 24.6 75.4
+++ --- +++ -
Retired 20.7 79.3 235 76.5
0 0 4+
Total 20.1 79.9 19.8 80.2

Source: 1992 exit poll carried out by INFAS and FACTUM for Czechoslovak Television;
1996 exit poll carried out by INFAS and SC&C for Czech Television.

Extremist parties: KSCM, LB, SDL, SPR-RSC.

The ratio of voters of ODA to voters of ODS increased only among professionals and
routine non-manual workers. Consequently, ODA improved its position only in relation to
ODS, and did so among all groups except professionals and routine non-manual workers.
The effect of social group on the choice between ODS and ODA was weaker than on the
choice between KDU-CSL and ODS (or ODA), and decreased only insignificantly (the
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kappa index went from 0.38 to 0.33). Therefore, we can conclude that the position of
ODS inside the coalition had weakened partly, because in comparison with 1992, the rep-
resentation of individual social groups among voters of individual coalition parties had
become more similar. It is also true that while the electorate of the right-wing coalition as
a whole was better defined according to social groups, the social composition of the elec-
torate of individual coalition parties was less clear.

The percentage of voters of extremist parties was in both elections the same: every fifth
voter chose a party belonging to the left extreme or SPR-RSC (Table 10.5). In the 1992
elections, manual workers were most likely to vote for extremist parties. In the 1996 elec-
tions, pensioners joined them in extremist preferences. In both elections, professionals and
the self-employed were less likely to vote for these parties. If we compare both elections,
there is a significant departure from extremist parties among professionals and a moderate
inclination among manual workers, the self-employed and pensioners. The effect of social
group on the choice between extremist and non-extremist parties increased only nominally
(the kappa index was 0.29 in 1992 and 0.35 in 1996).

Table 10.6 Division of extremist voters between left extreme and SPR-RSC by social
group (percentages and sign schema)

Social 1992 1996
group Left extreme SPR-RSC  Leftextreme SPR-RSC
Professionals 88.1 11.9 83.0 17.0
+++ -—-- +++ ---
Routine non-manual 73.2 26.8 55.4 44.6
workers 0 0 - +
Self-employed 46.5 53.5 36.2 63.8
- +++ -—- +++
Manual workers 58.2 41.8 47.8 52.2
+++ +++
Retired 91.7 8.3 83.4 16.6
+++ -—-- +++ ---
Total 70.3 29.7 59.5 40.5

Source: 1992 exit poll carried out by INFAS and FACTUM for Czechoslovak Television;
1996 exit poll carried out by INFAS and SC&C for Czech Television.

Left extreme: KSCM, LB, SDL.

As Table 10.6 shows, among extremist parties there occurred an important shift from
the left extreme to the center extreme, which is how we, in agreement with other authors,
consider SPR-RSC (see e.g. Vlachova and Matg&ji, 1998). The left extreme, which is ex-
tremist in its economic program as well as in its foreign policy orientation, was supported
overwhelmingly in both observed elections by professionals and pensioners. SPR-RSC,
which is extremist in its authoritarianism, racism, anti-integration and anti-democratic
position, was supported overwhelmingly by the self-employed and manual workers in
1992; in 1996, also routine non-manual workers became increasingly represented. As far
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as the change between 1992 and 1996 is concerned, we can say that the shift from the left
extreme to the center extreme was experienced by all social groups, especially by routine
non-manual workers and pensioners. The effect of social group on the choice between the
left extreme and center extreme remained strong, even though it weakened somewhat
(kappa index was 0.96 in 1992 and 0.89 in 1996).

10.3 From fall 1996 to spring 1998: the shift to the left

The 1996 parliamentary elections, which brought such great success to the CSSD, resulted
in a political stalemate. The governmental right-wing coalition lost its majority in Parlia-
ment, while the left gained 42 % of parliamentary seats. Moreover, the position of ODS
within the coalition weakened, which led to many conflicts between coalition parties and
even within ODS itself. Political struggle occurred on two levels: between the left and
right and within the right-wing coalition. The coalition formed a minority government
suffering from strong tensions between ODS and the two smaller coalition parties (ODA
and KDU-CSL). These tensions markedly weakened political stability in the country. On
the top of that, economic problems started to bite in 1997 and there was little consensus
among governing parties about the most effective solution. In addition, numerous scandals
regarding the bankruptcies of numerous banks and illegal sponsoring of political parties
had surfaced. The level of public satisfaction with the economic and social situation con-
tinued to decline. Consequently, the question of earlier parliamentary elections was put on
the agenda.

Table 10.7 Voting preferences by objective social class (%0)

Social 1996 1997

category Left Coalition Other Left Coalition Other
Higher professionals 39.8 55.3 4.9 39.0 52.4 8.5

Lower professionals 30.2 58.1 11.6 50.4 41.6 8.0

Routine non-manuals 32.8 54.0 13.1 49.4 42.0 8.6

Self-employed 29.0 54.8 16.1 16.7 72.2 11.1
Skilled workers 41.8 44.5 13.7 47.1 37.3 15.7
Unskilled workers 46.3 38.8 14.9 47.3 38.3 14.4

Source: 1SSP-1996, ISSP-1997.
Left: KSCM, LB, SDL, CSSD.
Coalition: ODS, KDU-CSL, ODA.

Note: The association between vote and social class was not significant either in 1996 or
in 1997. Therefore the sign schema is not presented as it contains only zeros.

All of the subsequent events affected the voting preferences of individual political par-
ties. Public opinion surveys, posing the question ‘Which political party would you vote
for, if parliamentary elections were to be held next week?, showed the increasing popular-
ity of the CSSD, while support for ODS was decreasing. The preferences of other coali-
tion parties fluctuated, reflecting either their internal problems (this was especially true of
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ODA) or their current policies. Here, it is important to determine whether this increasing
shift to the left was equally strong among all social classes, or if it occurred unevenly ac-
cording to social position.

As far as voting preferences are concerned, it was shown that the greatest shift to the left
occurred among lower professionals and routine non-manual workers, slightly less among
skilled workers, while almost no shift at all occurred among higher professionals and sur-
prisingly even among unskilled and agricultural workers (Table 10.7). Only the self-
employed increased its support for the coalition parties. However, these results must be
taken with caution, since the group of self-employed was insufficiently represented in sur-
vey samples and even big shifts in such cases are usually statistically not significant. For
the same reason, the conclusion of a closer association between social group and the
choice of political party in 1997 as compared with 1996 (based on the kappa index) might
not be too reliable.

If we use subjective social class (based on self-ranking in the hierarchy of social clas-
ses) rather than objective class, we arrive at different results. All three classes (after col-
lapsing to lower or working, lower-middle, middle, and upper) moved their votes towards
the left, and the shift of the middle class was stronger than the shift of the other two (Table
10.8). However, it is not possible to reject the hypothesis that the shift to the left occurred
with the same intensity among all three subjective classes. Moreover, the expected associ-
ation between voting behavior and subjective class is confirmed: the lower the subjective
placement, the stronger the inclination towards the left, and vice versa. In both years there
is the same linear relation between the ratio of left/coalition votes and the self-ranking into
hierarchical classes. Also, the association between subjective social class (self-ranking)
and objective social class is significant and we can also accept the hypothesis that no
change occurred in this association between the fall of 1996 and the fall of 1997 (Table
10.9).

Table 10.8 Voting preferences by self-ranking (percentages and sign schema)

Self-ranking 1996 1997
into class Left  Coalition Other Left  Coalition Other
Lower or working 50.0 35.8 14.2 53.2 335 13.3
+++ -— 0 ++ -— 0
Lower-middle 34.4 54.8 10.8 46.4 41.7 11.9
0 0 0 0 0 0
Middle, higher- 31.0 58.2 10.9 33.9 56.5 9.6
middle or higher -- +++ 0 +++ 0
Total 39.0 48.8 12.1 44.6 43.8 11.6

Source: ISSP-1996, ISSP-1997.

Scandals concerning the dubious financing of ODS led to the downfall of the coalition
government led by Vaclav Klaus in the fall of 1997 and to a split of ODS into two parties
(ODS and US). As a result, ODS lost a great number of its original voters, who switched
to the newly established US. Because of the new political constellation, the Parliament
adopted the decision that early elections would be held in the June of 1998, two years be-
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fore the end of the normal term. During the period leading up to the early elections,
a new interim government was formed. Though it was intended to be a ‘non-political’
government, besides several politically independent members it consisted of politicians
from US, ODA, and KDU-CSL and the new prime minister had previously held the posi-
tion of governor of the National Bank. Consequently, ODS did not support this govern-
ment and entered the opposition.

Table 10.9 Objective and subjective social class (percentages and sign schema)

Social 1996 1997
category Lower or Lower- Middle, high- Lower or Lower- Middle,
working  middle er-middle or working middle higher-middle
higher or higher
Higher 7.0 21.1 71.9 8.4 26.9 64.7
professionals 0 +++ 0 +++
Lower profes- 7.7 36.3 56.0 12.3 31.0 56.7
sionals - ++ +++ - 0 +++
Routine non- 21.9 30.8 47.3 15.5 40.3 44.2
manual w. 0 ++ +++ 0
Self-employed  22.7 40.9 36.4 15.2 21.2 63.6
0 0 0 - 0 +
Skilled 60.9 20.3 18.8 60.5 20.2 19.3
workers +++ 0 +++ 0
Unskilled 73.8 14.2 12.0 75.3 12.7 12.0
workers +++ +++

Source: 1SSP-1996, ISSP-1997.

Box 10.5 The surveys used and variables analyzed

Here we have used the ISSP survey ‘The Role of the Government’ (October 1996) and
the question ‘Which political party would you vote for, if parliamentary elections were
to be held next week?’ Political parties were divided into three categories: left, coali-
tion, other. The left includes KSCM, LB, SDL and CSSD, the coalition ODS, KDU-
CSSD and ODA. Individual parties are not considered because the number of re-
spondents is not sufficient (approximately 800 in 1996 and 660 in 1997). Not all re-
spondents declared their social category and the group of self-employed is rather
poorly represented. In the analysis, we consider six social groups: higher profession-
als, lower professionals, routine non-manual workers, the self-employed, skilled work-
ers, unskilled, and agricultural workers. The retired are placed according to their for-
mer employment. Along with objective social categories, we also use subjective classi-
fication using the question ‘Into which of the following groups or classes would you
place yourself?: lower class, lower-middle class, middle class, upper-middle class, and
upper class’. We collapsed answers into three categories, namely 1. lower or working
class, 2. lower-middle class, 3. middle, upper-middle, or upper class.
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As a result of dubious circumstances connected with financing by sponsors ODA also
started to lose its electorate and many of the top leaders left the party. When the number
of supporters had dropped to one percent, ODA decided not to run in the early elections.
In the spring of 1998, a number of new scandals had surfaced, concerning both CSSD (so-
called ‘Bamberg Affair’) and ODS (undeclared gifts from sponsors involved in privatiza-
tion). However, the consequences of these later scandals were not so severe. Along with
the new right-wing party US, a new pensioners’ party DZJ competed for seats in the Par-
liament and rapidly attracted voters, although it was considered to be even more leftist
than KSCM.

Box 10.6 Survey of the situation before the 1998 elections

To analyze the election preferences before the 1998 elections, we used data from the
April survey conducted by STEM (called Trends 4-98) on 2,168 respondents. The
question was: ‘If you participated in the June parliamentary elections, which political
party would you vote for?’ From these responses, we created the variable VOTE with
two categories: left, (CSSD, KSCM, DZJ, LB) and right (ODS, US, KDU-CSL, DEU,
ODA). We then used the following variables: SEX (male, female), AGE (18-30, 31-45,
46-60, 61 and over), OBJECTIVE CLASS (higher professionals, lower professionals,
routine non-manual workers, the self-employed, skilled workers, unskilled or agricul-
tural workers; the retired were placed according to their former employment). Using
the question ‘In which of the following social groups or classes would you locate your-
self?” we created the variable SUBJECTIVE CLASS with three categories after col-
lapsing (lower and working class; lower-middle class; middle class, upper-middle and
upper class).

According to the Trends 4-98 survey, 39 % of respondents intended to vote for the left
(CSSD, KSCM, DZJ, LB) and 40 % for the right (ODS, US, KDU-CSL, DEU, ODA). Of
the remaining 21 % of respondents, 7 % intended to vote for other parties, 3% did not
want to vote for any party, 11 % were still undecided, and 1% did not want to answer.
Here, we focus only on those respondents who had decided to vote for the above men-
tioned left-wing or right-wing parties. From this group, 49 % of voters decided to vote for
the left and 51 % for the right.

In studying the association between social class and choice of political party, and con-
trolling for the effects of sex and age, we do not find substantial differences between the
preferences of higher and lower professionals, or between skilled and unskilled or agricul-
tural workers. Thus we distinguish only four groups: professionals, routine non-manual
workers, the self-employed, and manual workers. Our first observation is that the effect of
objective class on political preference did not depend on sex or age, so that the association
between class and preference was the same for each combination of these demographic
characteristics. Concerning social class, manual workers were most likely to vote for the
left, followed by routine non-manual workers, professionals, and the self-employed. The
ratio of left to right voters was four times greater among workers in comparison with self-
employed persons. This result supports the common knowledge that left parties are more
attractive to lower social groups, dependent on state redistribution.
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Although the influence of gender and age on political preference was independent of
social class, the effects of age and sex were inter-linked. For each objective class, older
men favor the left more than their younger counterparts. In the age cohort 31-45 years,
leftist preferences were twice as much in comparison with the age cohort 18-30 years and
the same was true when comparing the age cohort of 61 and over with the age cohort 46—
60 years. Among women, the relationship of age and political preference was weaker. For
each objective class, support for the left was approximately the same in the age categories
18-30 and 31-45, and also in the 46-60 and 61 and over categories, while women young-
er than 45 were less likely to vote for the left than older women (the ratio of left/right
women voters was for older women about 1.5 times greater than for younger women). In
summary, we can say that in each social group, the ratio of left to right voters increased
with age, although this trend was stronger among men than women.

The association of subjective social class and political preference was the same in all
combinations of categories of sex and age: the lower the self-ranking, the greater the sup-
port for the left. As we move from the highest category of self-ranking to the middle level,
the ratio of left to right voters nearly doubled, and the same also occurred between the
middle and the lowest category. The effect of sex and age was almost the same as in ana-
lyzing the objective class.

An interesting question is how was political preference associated with subjective and
objective class when considering their interaction. The rather unexpected result is that
objective class and self-ranking did not influence political preference interactively but
independently. Thus, the conclusion about the type of association between subjective class
and preference is the same for each objective class and vice versa. We also confirmed the
fact that in each objective class, support for the left grew inversely to self-ranking. At the
same time, within each subjective class, there was no difference between the preferences
of professionals and routine non-manual workers and only a small difference between this
last group and manual workers (skilled, unskilled or agricultural), although for workers,
the left was slightly more attractive. The self-employed differed from both of these
groups, tending to support the left much less than the others. Due to the specific behavior
of this group, the effect of objective class on preference did not disappear with the inclu-
sion of subjective class, and was almost the same as the effect of subjective class itself. In
summary, we can say that voting behavior was significantly affected by all factors under
observation (i.e. objective and subjective class, age and sex) and that the mutual effect
was expressed only by sex and age.

Our observations would not be complete if we did not compare the voting preferences
of 1996, 1997, and 1998 at least from the point of view of individual subjective and ob-
jective classes (the incorporation of other factors is prevented by the small number of re-
spondents in the ISSP surveys). However, the term ‘coalition” which we used in the anal-
yses of 1996 and 1997 elections, no longer applies in 1998. For this reason, it was neces-
sary to choose another classification of voting preferences which would be the same for all
three periods — the most obvious is the one we used in 1998. Comparisons showed that
between 1996 and 1997, a significant shift to the left occurred, which was of an even in-
tensity in all three subjective classes. Between the fall of 1997 and April 1998, no signifi-
cant changes occurred. And for all three periods it applied that the ratio of left to right
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voters increased with the decline in self-ranking (subjective social class) approximately by
the same rate.

The conclusion is nearly the same for objective class: the shift to the left was significant
and of equal intensity in all classes, but only between 1996 and 1997. Between 1997 and
1998, no further changes occurred in any of the observed classes. For all three observed
years, only three distinctive groups were found: the first consisted of manual workers
(skilled, unskilled or agricultural), the second of professionals (higher and lower) and rou-
tine non-manual workers, and the third exclusively of the self-employed. In all three ob-
served years, the ratio of voters of the left to voters of the right was the greatest for manu-
al workers and smallest for the self-employed.

In the search for an association between the ratio of votes for the left to votes for the
right on one side and subjective and objective class on the other in the period between
1996 and 1998, it was again confirmed that there was no interaction effect between sub-
jective and objective class. The effect of both classifications was independent and statisti-
cally significant. Thus, we found that the association between subjective class and politi-
cal preference was the same in each objective class and that the association between ob-
jective class and political preference was the same in each subjective class. It is important
to note that the strength of association between objective class and voting behavior did not
change in the observed period.

10.4 The 1998 elections: balancing the political left and right

The early parliamentary elections brought several surprises. The first was the resurrection
of ODS, which went from having only 10 % of votes at the beginning of 1998 to 28 % in
the elections, which is a mere 2 % less than their 1996 election results. Equally surprising
was that unlike the pre-election polls suggested, both extremist SPR-RSC and DZJ earned
less than the 5 % of votes necessary for them to enter to the Parliament. The winner was
CSSD, which gained nearly 6% more votes than in the previous elections (32.3 %). In
spite of this, such election results were disappointing for the party leaders.

The left (CSSD, KSCM, DZJ, LB, SDL in 1996 and CSSD, KSCM, DZJ in 1998) expe-
rienced a 5% gain of votes (an increase from 41.4% to 46.4 %), and the right (ODS,
KDU-CSL, ODA, DEU, CP in 1996 and ODS, KDU-CSL, US, DEU in 1998) lost only
0.1 % of votes (a decrease from 46.9 % to 46.8 %). The 5 % gain for the left came mainly
at the expense of other political parties (whose share of the vote fell from 11.7 % to
6.8 %). These changes resulted in a balance between supporters of the left and right. Of
specific interest are the election results of the political left and right, in particular from the
point of view of social groups.

The first important finding from the analysis of the 1998 elections is that the association
between social group and voting behavior was again significant in these elections and was
expressed equally in all sub-groups formed by the combination of variables REGION *
SEX * AGE. Manual workers gave the greatest preference to the left (the ratio of left to
right votes was 1.81). Next on the scale according to this ratio were pensioners (1.28),
routine non-manual workers (0.96), professionals (0.65), and finally the self-employed
(0.38). The ratio of left to right votes according to social group in the most contrasting
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regions (Prague, the northern regions of Bohemia and Moravia and the remainder of the
Czech Republic) is shown in Figure 10.1. Although these regions differed from each other
substantially, the association between social group and vote was the same in all of three
regions.

Figure 10.1 Ratio of left to right votes in 1998 election by social group and region
(estimates from logit model)
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Source: 1998 exit poll carried out by IFES and SC&C for Czech Television.
Categories: 1. manual workers, 2. retired, 3. routine non-manual,

4. professionals, 5. self-employed.

Left: CSSD, KSCM, DZJ

Right: ODS, KDU-CSL, US, DEU

The left/right ratio in individual social groups in the sub-categories according to the sex
and age of voters is shown in Figure 10.2. Here we see that the association of social group
and votes for the left and right was the same in all sub-groups based on the breakdown by
sex and age variables. This means that there was almost no difference in the voting behav-
ior of men and women between 18 and 44 vyears of age, while there was
a very significant difference in the voting behavior of men and women aged 45 and over,
where men tended to be more left-oriented than women. The older generation expressed
itself as much more left-oriented than the younger generation, and older and younger men
differed in voting behavior much more than older and younger women.

To what degree then did individual social groups contribute to the general shift to the
left, as occurred in 1998 elections? The analysis of the election survey does not offer an
unambiguous answer to this question. It is possible that between the 1996 and 1998 elec-
tions, no further shift to the left occurred among the self-employed and routine non-
manual workers. In contrast, manual workers, pensioners, and even professionals shifted
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to the left, and did so with the same intensity (Figure 10.3). It is not possible to reject the
hypothesis that an equally strong shift to the left occurred among all social groups, which
would lead us to the conclusion that the strength of the association between voting behav-
ior and social group remained at the 1996 level. This conclusion would also be supported
by the kappa coefficient, which was 0.47 in 1996 and 0.54 in 1998. However, the first
interpretation better fits to the analyzed data.

Figure 10.2 Ratio of left to right votes in the 1998 election by social group, sex and
age (estimates from logit model)
Ratio
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Source: 1998 exit poll carried out by IFES and SC&C for Czech Television.

Categories: 1. manual workers, 2. retired, 3. routine non-manual workers,
4. professionals, 5. self-employed.

Box 10.7 The survey and variables used

Similar as in the preceding cases (see Box 10.3), for the 1998 elections we used
a survey of respondents exiting from randomly selected voting stations on both election
days (so-called exit poll). This survey was conducted by IFES and SC&C for Czech
Television and altogether 13,388 respondents participated. Data about the respond-
ent’s vote, region, occupation, education, sex, and age were collected. The following
variables were created for analysis: VOTE with categories left (CSSD, KSCM, DZJ)
and right (ODS, KDU-CSL, US, DEU), REGION (1. Prague, 2. Czech Republic ex-
cluding Prague and North Bohemia and North Moravia, 3. North Bohemia and North
Moravia), SEX (male and female), AGE (18-44, 45 and over), SOCIAL GROUP (pro-
fessionals, routine non-manual workers, self-employed, manual workers, retired).
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Figure 10.3 Ratio of left to right votes in the 1996 and 1998 elections by social group
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Source: 1996 and 1998 exit polls carried out by IFES and SC&C for Czech Television.
Left in 1996: CSSD, KSCM, DZJ, LB, SDL

Left in 1998: CSSD, KSCM, DZJ

Right in 1996: ODS, KDU-CSL, ODA, DEU, CP

Right in 1998: ODS, KDU-CSL, US, DEU

It is not surprising that manual workers and pensioners shifted to the left. This inclina-
tion is consistent with their traditional behavior and also reflects their present position.
The reason for the shift of professionals is less clear. It may have been an expression of
dissatisfaction with a drop in social standing experienced by the majority, or of overall
disappointment with right-wing politics.

10.5 Conclusion

The results of surveys show that voting behavior in the Czech Republic was always asso-
ciated with social stratification, but that its strength has changed over time. It is too soon
to speak about any systematic trend of these changes, nor is it possible to assume that so-
cial position is a decisive or causal factor in voting preferences. Analysis also summarizes
other factors explaining voting behavior (age, sex, self-ranking, and region) and shows
that social stratification has retained its independent importance. However, we did not
observe the specific role of social position, if cultural factors, political attitudes, and value
orientations are taken into account. This chapter was limited to the description of how
social groups behaved in elections and how their voting behavior has changed over time.
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The dramatic increase in support for CSSD between 1992 and 1996, and with it the rise
of the left as a whole, was caused by many different factors. There was also apprehension
in voting for small parties whose pre-electoral preferences were close to the 5% threshold,
for fear of their votes being wasted. Also, the invention and high level of the social-
democratic electoral campaign was influential. The program was not so left-oriented as to
be unappealing to moderate or undecided voters, that is centrist voters. We also cannot
overlook the frustration and disappointment with coalition politics which led to a desire
for a change and a curtailing of ODS power.

However, the increasing share of left votes to the detriment of other parties did not af-
fect each social group in the same way. The self-employed and manual workers were af-
fected the most. The working class traditionally supports left ideas and certainly had
enough reasons to be dissatisfied. A similar shift among the self-employed was surprising,
because in Western democracies this core group of the middle class is usually the defend-
er of the right. In the Czech context, there are a number of explanations for their behavior:
1. It is a new group and their members often come from the working-class backgrounds; 2.
Government politics had been oriented more towards big rather than small and medium-
sized business; 3. The petty bourgeoisie has, since the second half of the 19th century,
been oriented towards the left as an expression of fear of the too large space created by
economic freedom (Brokl, 1996). Yet despite this shift to the left, the self-employed still
showed the greatest affiliation to the right.

While the association between social group and the choice between the left and other
parties had declined in the 1996 elections as a result of the CSSD pre-election strategy
(focused on gaining the widest possible spectrum of voters), for the same reasons the as-
sociation between social class and choice between the extreme left and CSSD strength-
ened. This was because CSSD became appealing not only for the left but even for some
right-oriented voters and attracted the greatest portion of former voters of small parties.
While people chose KSCM because it represented their interests, they voted for CSSD
often because they wanted to vote against other parties, even if they did not consider
CSSD to be a good representation of their interests (Vlachova, 1997). In contrast to the
clear left-orientation of KSCM voters, among supporters of CSSD there were many cen-
trist voters whom CSSD was able to attract all of the non-communist parties successfully
(Simonik, 1996). Thus CSSD, which had been supported mainly by left-oriented voters in
1992, became a heterogeneous party which did not necessarily reflect the attitudes of its
voters, but had a broad appeal.

Whereas support for CSSD in 1996 was based on its election program and also the fact
that the public took it neutrally, support for ODS was based on its position as a strong
party with energetic personalities and clear ideas of what it would bring to the future.
People voted for ODS because it represented their interests, and in contrast to CSSD it
had a strong core of voters with strong ties to the party and its program (Vlachova, 1997;
Simonik, 1996). These observations are also supported by our findings that the association
between social class and the choice between the coalition or non-coalition parties had
strengthened. From this also follows that the election success of the left in 1996 was influ-
enced by the crystallization of the class structure of the electorate of coalition parties.
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The social structure of supporters of coalition parties underwent interesting changes in
1996. KDU-CSL, which combined in its program elements of conservatism and socialism
together with populist practice, broadened its voter base by reducing its class specificity in
relation to voters of both ODS and ODA. KDU-CSL became more appealing especially
for the self-employed (Brokl, 1996:402). Negative voting, i.e. voting against
a party rather than in support of one, was more common among voters of KDU-CSL and
also CSSD (Vlachova, 1997). It is conceivable that people who did not want to vote for
ODS or for any of the left or right parties, who did not have a chance of getting into Par-
liament, cast a vote for KDU-CSL. Thus in the 1996 elections, this party was able to play
the same role within the coalition as CSSD had played within the wider party spectrum.

The five percent gain by the left in the early parliamentary elections in 1998 was the re-
sult of mistakes made by the right coalition during its entire leadership period. These mis-
takes led to the economic problems of the country and thus to the worsening of the living
standard of manual workers, the majority of public employees, and pensioners. As wage
and wealth inequalities grew and as more and more corruption and dubious financing of
political parties had been uncovered, the willingness of these social groups to tighten their
belts again decreased. Preference for the left over the right was greatest among manual
workers and then gradually decreased in groups of pensioners, routine non-manual work-
ers, professionals, and the self-employed. The overall shift to the left did not occur among
the self-employed (who had already strongly shifted to the left in 1996) and among routine
non-manual workers (their shift to the left between 1992 and 1996 was only moderate).
The three other social groups (professionals, manual workers, and pensioners) shifted to
the left with the same intensity.
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Appendix
Electoral systems of the Czech Republic from 1918

After the creation of independent Czechoslovakia in 1918, the Austrian majority electoral
system was replaced by the system of proportional representation. The proportional sys-
tem was applied to both chambers of the National assembly (Parliament) — Chamber of
Deputies and Senate. The Chamber of Deputies was elected in 22 electoral districts and
the Senate in 12 districts. The number of mandates in each district was constant. Mandates
were allocated in the first scrutiny by Hare method, in the second scrutiny by Hagenbach-
Bischof method, and in the third scrutiny by the rule of the greatest residuals.

Between 1945 and 1948, Czechoslovakia had only one legislative body — the National
Assembly. Members of the Assembly were elected in 28 electoral districts using the sys-
tem of proportional representation. Mandates were allocated in the first scrutiny by the
Hare method and in the second scrutiny by Hagenbach-Bischof method.

In 1948, the plurality of political parties was in fact suppressed. All existing political
parties and organizations had to acknowledge the leading role of the Communist party and
put their candidates on the common list of the so-called National Front. Until 1954, mem-
bers of the National assembly were elected by the system of proportional representation.
In the first scrutiny, the mandates were allocated by the Hare method and in the second by
the method of the greatest residuals. In 1954, a kind of majority electoral system was in-
troduced using one-mandate electoral districts. In 1968, when Czechoslovakia became a
federation of two states, the National assembly was transformed into two chambers of the
Federal Assembly — Chamber of the People and Chamber of Nations. Both chambers were
elected by the majoritarian electoral system.

After the collapse of communist rule, the system of proportional representation was re-
introduced. Members of both chambers of continuing Federal Assembly were elected in
11 electoral districts. Quorum 5 % for parties and 7-10 % for coalitions was used to enter
into the first scrutinium. Mandates were allocated in two scrutinies by the Hare method.
The number of mandates in district was not set at a constant. A similar electoral system
was established for national legislative bodies — the Czech and Slovak National Councils.

After the split of Czechoslovak federation in January 1993, the Czech Republic adopted
the electoral system of proportional representation for the Chamber of Deputies (lower
house of the Parliament). The Chamber of Deputies is elected in 8 electoral districts and
mandates are allocated in two scrutinies by the Hagenbach-Bischof method. The quorum
for entering the first scrutiny is set to 5 % for single parties and 8-14 % for coalitions. The
Senate (upper house of the Parliament) was established only in 1994 and is elected using a
two-round majority system in 81 one-mandate districts.
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11 The crystallization of political attitudes
and orientations

In discussions on politics, doubts are frequently expressed about whether it is meaningful
to speak of the traditional left or right and about their metamorphosis in the Czech Repub-
lic. Many authors, however, argue that the left-right axis exists in the political systems of
CEE countries, both in terms of competition among parties and in the identification of
voters (Kitschelt, 1992 and 1994; Brokl, 1996; Simonik, 1996; Markowski, 1997; Sze-
lényi, Fodor and Hanley, 1997; Vlachova, 1997). This axis is strongly manifested particu-
larly in the Czech Republic. Opinion profiles of important political parties operating on
the Czech political scene and the growing role of ideologies in politics clearly confirm
that present political parties can be easily ideologically labeled according to the classical
left-right axis of the political spectrum.

However, there are also opinions that the left-right axis is of only small importance (e.g.
Pehe, 1996). The main argument for placing the importance of this axis in doubt is that in
a country which for forty years did not enjoy democratic political competition and where
even the discussion of leftist or rightist values was prohibited, people in fact do not under-
stand the meaning of these terms (Hudecek, 1992). A similar view states that in Czech
society, where socio-economic inequality was suppressed until 1989 and the egalitarian
ideology of Marx and Lenin was fostered, groups with specific right- or left- oriented in-
terests have not been able to emerge in such a short time. From this it follows that con-
temporary political parties cannot sufficiently reflect leftist or rightist values.

Similar disputes about the importance of the left and right are taking place in Western
democracies as well. According to some theorists, the importance of the socio-economic
dimension of political attitudes, which constitutes the backbone of the traditional left-right
axis of the political spectrum in the West is decreasing (Manza, Hout and Brooks, 1995).
They find the reason for the weakening of this division of the political scene in the grow-
ing importance of post-materialist values and the formation of the so-called New Left,
which has gained the support of even the middle and upper classes. Conversely, others
emphasize that since the 1950s ideological thinking has strengthened in Western democ-
racies (Harrop and Miller, 1987).

In spite of these disputes, the left-right axis is in many democratic countries considered
to be a natural structuring axis of political systems and a clue to the explanation of the
political behavior of citizens. This is true mainly in multiple party systems in continental
Europe where parties are unstable and frequently change their political labels (e.g. in
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France). On the other hand, in other democracies the political system is structured more
along the ‘liberalism-conservatism’ axis. This axis is important mainly in political systems
with few stable parties, which do not differ much from one another ideologically. The best
example is the United States (Sani and Sartori, 1983; Harrop and Miller, 1987).

Box 11.1 Classification of political systems according to Kitschelt

According to the German political scientist Herbert Kitschelt (1992), the political sys-
tems of both Western democracies and CEE countries should be arranged along two
axes. The first is the left-right axis, representing the socio-economic dimension of the
political space and hence also the conflict between market distribution and state redis-
tribution. The second one is the liberalism-authoritarianism axis, representing the di-
mension of political procedures and hence the conflict between freedom and the lack
of it. While one pole on this axis is associated with anarchism, syndicalism and plebis-
citary democracy, the other one is associated with authoritarianism, limited democra-
cy and a hierarchical decision-making process.

Kitschelt also argues that there is a fundamental difference between the current West-
European and East-European system of political parties. West European systems in
the late 20th century are arranged along an axis where on the one end are adversaries
of the market (the left) together with liberals, and on the other are supporters of the
market (the right) together with liberals. At the same time, he assumes that the distri-
bution along these axes will differ according to the degree of industrialization in each
country. In economically advanced countries such as the Czech Republic, more politi-
cal parties (and obviously more voters) will be concentrated on the market-liberal end
of the scale, unlike in Hungary, Poland, Slovakia, Bulgaria, or Croatia. However, if
other analyses indicate that in some countries the space of party competition is created
by two axes, it does not automatically mean that these axes also create the space of
voter identification (Sani and Sartori, 1983).

In democracies with a dominant left-right axis, the latter is considered to be the most
important in the hierarchy of structural cleavage, an all-encompassing political dimension.
Affinity to the left, center or right is not only closely associated with politically important
socio-economic topics (views on social inequality, social justice, the role of the market
and state, trade unions, etc.) but it also well explains the opinions which are less closely
related to the economy. It also helps to structure peoples’ views on foreign policy, ethnic
or religious issues, relations between urban and rural, cities and suburbs, materialism and
post-materialism, and so forth.

The importance of the left-right axis and the maturing of its contents in Czech society
was indicated already in the 1996 elections. CSSD and ODS became the main representa-
tives of the left and right on the party political scene, thus creating two main gravitation
poles within the system of political parties. The contours of the left and right, plus the
growing polarization within the system of political competition, undoubtedly reflected a
deeper differentiation of society concerning opinions on important political topics which
had been visible already for a long time in public debates and the rhetoric of political par-
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ties. Similarly as in Western democracies, in the Czech Republic questions have been
raised about whether the left and right have any meaning for voters and whether people
choose parties sharing the same ideology as they do or if they are formed ideologically by
the party they want to vote for. According to some authors (e.g. Harrop and Miller, 1987;
Inglehart and Klingemann, 1976), the orientation to the left, center or right may be either
the result or the reason of the decision.

11.1 Stable declared orientations, varying preferences

Surveys in Western countries show that voters are usually able to place themselves on the
left-right axis and that their declared political orientation remains stable over time. They
usually also know where to locate the main political subjects on this axis. The resulting
position of political parties on the left-right axis is similar to that made by political scien-
tists studying party systems. It is of course a question whether the space-related notion of
the left and right have the same contents for voters as political parties and political scien-
tists assume. We can also ask to what extent the left really is leftist and the right rightist in
different countries. This may be a problem since the terms ‘left” and ‘right’ have specific
meanings in each democratic country (Sani and Sartori, 1983).

It is obvious that people in Western democracies are currently able to use the terms left
and right, which is true for the Czech Republic as well. As for the ability and willingness
of people to locate themselves on the left-right axis of the political spectrum, the Czech
Republic is also no exception. The great majority of Czechs are able to say whether they
consider themselves supporters of the left, center or right. Reluctance or inability to place
themselves on visual and verbal scales of political orientation in surveys ranges from 5 %
of respondents on visual scales up to 10 % on verbal scales. It seems that in spite of the
doubts about the existence of this dimension of the Czech political space, the left-right
axis really acts as a comprehensible organizer of voter perceptions of political orientation,
as well as of the orientation of other political actors. Let us mention just for the sake of
comparison that in the Netherlands, all respondents were able to place themselves on the
ten point visual scale, while in Eastern Germany 4 % of respondents were unable to do so,
in Western Germany 5 % and in Great Britain 9 %. The importance of the left-right axis
decreases as we move eastward. In Poland and in Slovenia, 11 % of respondents were
unable to place themselves on the scale, in Hungary 31 %, and in Russia 57 % of respond-
ents.

The distribution of self-placement along the left-right axis in the Czech Republic has
remained extraordinarily stable since 1991. It has the shape of a single peak curve, shift-
ing to the right of the political spectrum. On a ten-point scale, the average since 1991 has
held at the value of six with its modus stabilized at five. The shape of the distribution in
the Czech Republic does not differ notably from other European countries (Figure 11.1).
We find a similar distribution in particular in Great Britain and the Netherlands, however,
in other countries it is also possible to see a strong tendency among people to place them-
selves at the center of the political spectrum.
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Figure 11.1 Declared location on the left-right political axis

=X

30
3

25 /ﬁi

: / R
/@As;% - v x

0 | | | | | | |
Letft 2 3 4 Center 6 7 8 9 Right

(34991 31995 24996 34997

Source: Social Justice 1991 and 1995; ISSP-1996 and ISSP-1997.

West Germany East Germany

P /N
<\ —
4 k

Great Britain Hungary

<~ JARRN

Netherlands Poland

LN /N

254



Box 11.2 Scales for self-location on the left-right axis

Categories such as left, center, or right are common political terms and serve as labels
which for voters ease the explanation and evaluation of different political phenomena.
They also help competing political parties to distinguish themselves from one another.
Self-location, obtained from respondents in the course of surveying, uses either a ver-
bal or visual scale. The verbal scale is based on the question: ‘Terms such as the left
and the right are frequently used in politics. Where would you locate yourself?’ The
following options are offered: 1. ‘clear left’ 2. ‘moderate left’ 3. ‘center’ 4. ‘moderate
right’ 5. ‘clear right’. The visual scale is based on the question ‘Try to mark your posi-
tion on the following scale’:

Left 1 2 3 4 5 6 7 8 9 10 Right
The ability of the voter to place himself on the scale, however, does not mean that he
can distinguish political topics which traditionally separate the left from the right. Ac-
cording to Krejci (1994), people are able to identify themselves with one or another
political orientation without necessarily being able to give the meaning of both terms.
A similar situation is found in Western countries. According to Klingemann (1979),
these terms correspond to values traditionally associated with them only among better-
educated people interested in politics.

Regardless of the stable distribution of voters, electoral preferences and political atti-
tudes changed. Concerning electoral preferences, a significant departure of voters from all
political parties to the Social Democrats began in the period between the 1992 and 1996
elections, and peaked in 1997 (Vlachova, 1997). CSSD became acceptable not only for
many leftist voters, but also for many of those who had formerly adhered to the right. Not
only did this party attract many voters of parties which had only a slim chance to enter
Parliament, but also gained voters of bigger parties, mainly ODS. Electoral support for
CSSD gradually moved closer to ODS in the period 1992 to 1996 (Figure 11.2). This was
the case until 1997, when the composition of parliamentary parties changed. In addition to
CSSD, KSCM remained on the left side of the spectrum and retained its voters even dur-
ing the short period of its membership in the Left Block (it did not, however, gain new
voters).

In the 1996 parliamentary elections, ODS repeated its 1992 success and its coalition
partners (ODA and KDU-CSL) drew similar electoral support as they had in the previous
elections. However, this time the same percentage gain of votes was not sufficient for the
coalition of ODS, ODA and KDU-CSL to gain a majority of seats in Parliament. Com-
pared with 1992, fewer votes were given to those parties which did not pass the 5%
threshold. For this reason, fewer votes were redistributed to the benefit of parties which
made it into Parliament, so that the number of seats better reflected the elections results.

The politics of the minority cabinet formed by ODS, ODA, and KDU-CSL gradually
lost the support of the population. According to STEM polls, electoral preferences of
CSSD went as high as 32 % during 1997. New supporters of CSSD were recruited from
voters who had abandoned the declining SPR-RSC (26 % of its 1996 voters), followed by
former voters of ODS (14 %) and ODA (13 %). It was mainly the civic parties (ODS,
ODA) which were losing voters, so that the ratio of political power at the end of 1997
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turned to the detriment of the right. Scandals connected with the financing of the civic
parties, revealed in late 1997 and early 1998, together with an increasing call for a less
confrontational ‘new political style’ created an even greater drop in the political support
of right-wing parties.

Figure 11.2 Changes in voting preferences for CSSD and ODS between the elections
of 1996 and 1998
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When the Freedom Union (US) was formed in early 1998, the electoral preferences of
ODS dropped to 11 % and many former ODS voters were considering voting for US,
which in March 1997 was supported by nearly 18 % of electorate. However, preferences
for ODS started to rise again and it eventually earned 27.7 % of votes in the early elec-
tions in June 1998. KDU-CSL slightly improved its position compared its 1996 results,
obtaining 9 % and the new US obtained 8.6 % of votes. Preferences for ODA dropped in
March 1998 to as little as 1 % and the party decided not to run in the elections. Looking at
the results of individual parties in 1992-1996 and 1998 might give the impression that the
distribution of voters, only with certain exceptions (such as the dramatic growth of
CSSD), had remained stable, however, this would be a simplification. Even the relatively
stable election results of KSCM, ODS and KDU-CSL were preceded by massive shifts in
votes together with values and opinions shifts between the left and right.

11.2 Values and opinions shift to the left

What was the reason for the changes on the left side of the political spectrum? Why did
preferences for the Social Democratic party grow even in the Czech Republic, a country
which used to be considered an island of liberalism among transition countries? There
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may be a number of reasons including the development of the political party spectrum
after 1990, the formation of CSSD as a trustworthy alternative to the main right-wing par-
ty ODS, the uncertain duration of the by definition unstable coalition cabinet, and after
1996 even by its status as a minaritarian, resulting in the internal crisis of right-wing par-
ties, and a decrease in their voters’ support, paralleled by unfavorable economic develop-
ments in 1997.

We should consider political reasons not only in their narrow meaning but also in
a wider social and economic context. Undoubtedly included here is also the strengthening
of the association between social class and electoral preferences (Mat&jti a Rehakova,
1996) and the crystallization of values, opinions and attitudes related to the political orien-
tation of the population to the left, right, or center. There is no doubt that from 1989 on-
wards an important transformation of social and economic values, opinions and attitudes
was occurring in the Czech population. In particular, income inequality, just distribution,
the role of the state in social welfare, and also a efficient economic system — that is, the
choice between capitalism and socialism.

As far as the role of income inequality is concerned, after 1989 under the influence of
narrow income differences and market euphoria, there was relatively widespread support
for the rise in income differentiation. However, during the transformation period, the
number of people perceiving wage and income inequalities as small had dropped from
19% in 1991 to 5 % in 1995. On the contrary, the number of respondents who considered
income disparities to be too large grew from 70 % in 1991 to 80 % in 1995 (Social Justice
1991 and 1995).

Box 11.3 The construction of summary indicators of distributive justice norms
Variables representing different norms of distributive justice were constructed by fac-
tor analysis from a set of questions measuring egalitarian and meritocratic norms.
Egalitarian attitudes were assessed using the following statements: ‘The fairest way of
distributing wealth and income would be to give everyone an equal share’; ‘The most
important thing is that people get what they need even if this means allocating money
from those who have earned more than they need’; ‘The size of family should be taken
into account in setting the level of earnings’; ‘People have different views about s0-
cialism. Based on your personal experience with socialism in the Czech Republic,
would you say you are very much in favor, somewhat in favor, ..., totally against so-
cialism?’. For the identification of attitudes on merit recognition, we used following
statements: ‘People who work hard deserve to earn more than those who do not,;
"People are entitled to keep what they have earned — even if it means some people will
be wealthier than others’; ‘People are entitled to pass on their wealth to their chil-
dren’; ‘A free market economy is essential to our economic development’.

Although in 1991 people considered the existing differences to be small, this was not an
issue dividing voters. In other words, the magnitude of the perception of income differ-
ences did not differ according to one’s position within the political spectrum. In 1995
however, income inequality became an important political issue. A lower tolerance to in-
come inequality was often expressed among left-oriented people. The idea that the eco-
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nomic reform headed by the right created the conditions for illegitimate incomes became
an important election topic for the CSSD, whose position was strengthening at that time.

Figure 11.3 Ratio of estimated ‘just wage’ for a company director and an unskilled
worker by declared location on the left-right axis
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There is no doubt that after 1989, the earnings of some occupations grew faster than
others, particularly the self-employed or people occupying managerial positions and pro-
fessionals in the private sector in banking or insurance. On the contrary, the wages of pro-
fessionals in the public sector (particularly in education and research), of mid-level health
personnel and also of many manual occupations stagnated. Together with changes in wage
disparities, perceptions of an acceptable range between the top and bottom of the occupa-
tional scale were also subject to change. This was monitored using the example of the
difference between the earnings of a director of a major company and an unskilled manual
worker. We assessed the acceptable range perceived by respondents using the question
‘What do you think the gross monthly wage for the people in these occupations should be
(regardless of what they actually earn)?’

Between 1991 and 1995, the acceptable ratio between a manual worker’s and a direc-
tor’s income increased from 3.7 to 5.6 (see Figure 11.3). In 1995, opinions on the ac-
ceptable ratio of earnings are ever more closely related to the declared political orienta-
tion, which witnesses a crystallization of the contents of the left-right axis of the political
spectrum. While in 1991 there was almost no relation between the acceptable ratio and
stated political position, in 1995 the ratio clearly followed the left-right axis (Rehakova,
1997). This means that people oriented towards the political right more readily accepted
greater income disparities between different levels of the occupational hierarchy.

258



Figure 11.4 Acceptance of egalitarian and meritocratic principles of distributive
justice by declared location on the left-right axis (factor score)
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Similarly, beliefs about just income distribution were also changing along the left-right
axis. Between 1991 and 1995, consistency of attitudes among egalitarian-oriented people
gradually grew. These people declined from the meritocratic principle of justice, and
a similar crystallization of attitudes also occurred among people in favor of inegalitarian
distribution (Mat&j, 1997; Vlachova and Matéji, 1998). Simultaneously, the association
between preferred principles of distributive justice and the left-right axis also strength-
ened. Left-oriented people were more inclined towards egalitarian distribution while right-
oriented people were gradually moving away from this principle (Figure 11.4).

The relation between the inclination towards meritocratic distribution and left-right ori-
entation has changed differently. It weakened on both sides of the political spectrum, but
more on the left. Against our expectation that association between declared political orien-
tation and inclination towards meritocratic distribution would strengthen analogically on
the right side of the political spectrum, it was in fact the process of ‘self-awareness’
among left-oriented voters which had a more profound influence on the strengthening of
the association between a meritocratic concept of distribution and political orientation.
The change in opinions on the right side has been thus far considerably weaker.

The formation of attitudes towards income inequality and distribution principles on the
left side of the political spectrum led us to the assumption that these attitudes (whose rela-
tion to the left-right orientation in advanced democracies is well known) would also be
reflected in various requirements from the state. Analysis of the association between de-
clared political orientation and inclination towards a strong state showed that this relation
had strengthened between 1991 and 1995 (Vlachova and Maté&ja, 1998). Here, however,
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the inclination towards a paternalistic state (i.e. requirement that the state should guaran-
tee a decent living standard, fix wage ceilings and provide jobs for everyone who desires)
remained stable on the left but weakened on the right. Increasing demands for state pater-
nalism also contributed to the crystallization of the left-right axis, especially on the right
side of the political spectrum.

Figure 11.5 Choice between socialist or market economy by declared location on the
left-right axis (%)
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Together with a return to the traditional egalitarianism on the left side of the political
spectrum, excitement over the market economy had dwindled (Figure 11.5). Although
most people still support the market economy, they passed from unconditional to a more
reserved support. The crystallization of association between the choice of socialist or
market economy and declared political orientation constitutes the key political conflict
between the left and right. People identifying themselves with the left ceased to accept the
liberal market economy as a condition of a successful road to prosperity and they returned
to the socialist model. In the center of the political spectrum, the number of determined
supporters of socialism stabilized while the number of supporters of the market economy
slightly decreased. The number of supporters of the liberal market economy (adverse to
socialism) on the right remained stable. Even in the choice between market or socialist
economy, changes on the left side of the political spectrum were more important.

11.3 Political orientation as result of choice

In relation to the ability of voters to position themselves on the ‘left-right’ scale, we have
already mentioned that it is interesting to ask to what extent is the left ‘leftist’ and the right
‘rightist’. As in any society, we can look at Czech voters from the point of view of how
their declared position on the left-right axis corresponds to their social and economic val-
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ues and to the program of the party they vote for. Or we could simply come to terms with
the fact that such attitudes are not unambiguous, which would allow us to concede that
‘thinking leftist and voting rightist does not harm one’s honor’, as this dilemma was de-
scribed by Jifi Vec€ernik, in a newspaper article before the 1996 elections (MFD
27.5.1996).

A number of voters who verbally identify themselves with the right are in fact closer to
the center or to the left in their actual attitudes. This is a common situation in the West
and apparently also in the Czech Republic. We can analyze this situation by comparing
two of kinds characteristics: 1. Declared political orientation assessed using the self-
placement on the left-right scale and 2. Location in the left-right spectrum, constructed
from responses to questions concerning key social and economic issues. Comparison of
both distributions transformed on ten-point scales shows that while in terms of declared
political orientation, voters are located more to the right, in terms of their value-based
political orientation they are located more to the left (Figure 11.6). This implies that the
identification with leftist values, attitudes and opinions does not necessarily mean a vote
for the left.

Figure 11.6 Comparison of declared and value-based left-right political orientation
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Such a mismatch might be due to the natural inclination of people to seek social securi-
ty. However, parties promising such security do not exist in every country and voters do
not believe that these parties are really able to keep their promises. The discrepancy may
also be caused by the universal character of the left-right axis and by its ability to contain
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also other dimensions of opinions in addition to socio-economic values. In the Czech Re-
public after 1989, the political right was more associated with thorough changes, political,
civil and economic freedoms and with the adherence to the West than the left. Lately, the
above-mentioned inconsistency may also result from the fact that declared political orien-
tation is more strongly affected by the choice of a political party than by actual political
values. According to some studies, loyalty to a party has a much greater influence on po-
litical self-identification than opinions on political topics (Inglehart and Klingemann,
1976).

Box 11.4 Construction of the left-right axis based on attitudes towards socio-
economic issues

Value-based, left-right orientation was established using factor analysis of items indi-
cating the feeling of exploitation and perception of a conflict between ‘working peo-
ple’ and ‘capitalists’, as well as from other issues dividing the left and right. Respond-
ents were confionted with the following statements: ‘The government should redistrib-
ute income from the better-off to those who are less well-off”, ‘Big business benefits at
the expense of workers’, ‘Ordinary working people do not get their fair share of the
nation’s wealth’, ‘The management will always try to get the better of employees if it
gets the chance’, ‘The government should be responsible for reducing differences be-
tween the rich and the poor’.

Concerning the location of voters of important political parties on the axis of declared
political orientation, the picture offered by sociological surveys is basically the same as
the picture provided by public opinion polls. According to the ISSP-1996 survey, the or-
der of political parties on the left-right axis was as follows: KSCM, CSSD, SPR-RSC,
KDU-CSL, ODA, ODS (Figure 11.7). A ‘centrist’ voter in 1996 was actually located in
the middle, around the value six on the ten-point scale. ODS voters differed from the oth-
ers in the most statistically significant way. Then followed voters of ODA, KDU-CSL and
SPR-RSC declaring themselves to be right-center. Voters of CSSD declared themselves to
be left-center, and finally KSCM voters defined themselves as clear left. Within these four
voter groups, no statistically significant differences in declared political orientation were
discovered.

However, analysis of voters’ location on the value-based left-right scale offered another
picture. Voters of the six parliamentary parties were located on this scale in practically the
same order as on the scale of declared political orientation, yet were closer together. A
‘centrist’ voter on this scale was shifted more to the left, to around four, the average of
scale being 3.9. In 1998 the center of the scale was four and the average shifted to the
right to 4.05. In 1996, ODS voters did not differ from ODA voters in their political values
and on the left-right value scale occupied the center. VVoters of other parliamentary parties
(KDU-CSL, SPR-RSC, CSSD and KSCM) did not differ from each other in terms of val-
ues and all occupied the left. There were only two relatively homogenous groups of voters
on the left-right value scale: the center and the left. On the declared scale, four groups
were formed: the right, right center, left center, and the left.

262



Figure 11.7 Location of voters of main political parties on scales of declared and
value-based political orientation (means and confidence intervals)
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Source: ISSP-1996.

In early 1998 the order of voters on the value-based left-right scale changed, although
the statistically ‘centrist’ voter remained in the same place (Trends 4-98). Changes in the
party spectrum, mainly the creation of the Freedom Union (US), the weakening of ODA,
the departure of about 50 % of voters from ODS, the strengthening of DZJ and defections
of SPR-RSC voters contributed to this. KSCM were on the extreme left, and voters of
SPR-RSC, DZJ, CSSD, KDU-CSL, ODA, US and ODS had gradually moved away from
them. As opposed to 1996, voters on the left were closer together in terms of their values,
with the same values being shared by voters of KSCM, DZJ and SPR-RSC, who differed
significantly from the other groups of voters. CSSD and KDU-CSL supporters differed in
their values both from the others as well as between themselves. The values of others
right-wing parties, ODS, ODA and US, differed both from the homogeneous left-wing
group as well as from CSSD and KDU-CSL, however, there were few common opinions
among supporters of the right-wing parties.

The analysis of differences between declared and value-based political orientation ex-
pressed by party preferences showed that in 1996, it was voters of SPR-RSC who differed
the most from their value-based political orientation (deviation 3.1 on a ten-point scale),
followed by KDU-CSL (3.0), ODS (2.2), CSSD (2.1) and ODA (-0.2). The greatest con-
formity between the declared and value-based political orientation was found among
KSCM voters (-0.2). While supporters of SPR-RSC, KDU-CSL, ODS, CSSD and ODA
perceived themselves to be more rightist than in comparison with their expressed beliefs,
communist voters declared themselves more leftist than would conform to their value-
based political orientation.

The greatest mismatch between actual socio-economic attitudes and declared political
orientation was identified in 1990. In the following years the association between them
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gradually strengthened. The initial discrepancy between socio-economic attitudes and
political orientation was influenced by liberally oriented expectations in 1992. The politi-
cal program of the right at that time included privatization, restitution, economic growth,
and an increase in the living standard. In contrast, the left still bore the stigma of the
communist period and did not present any concrete programs. This occurred in the Czech
Republic despite the fact that the Communist left did not merge with the social democratic
left, unlike in other post-communist countries, in which the Communist left had already
started limited market-oriented reforms before 1989.

In the course of the transformation, socio-economic interests started to take precedence
over abstract values. The 1996 elections and subsequent development of political prefer-
ences in the first half of 1997 showed that the discrepancy between opinions and political
orientation began to diminish gradually as the minds of voters and ideologies of individual
parties matured. Unambiguous attitudes could thus be expected mainly from voters and
supporters of parties whose leaders managed to offer a more interesting and more clearly
defined program. Analyses have shown that in 1996 this was the case of supporters of
smaller parties who addressed specific groups of voters — KSCM and ODA. The larger the
party, and the closer to the type of the party trying to appeal to all voters (CSSD and
ODS), the greater the discrepancy between the declared and value-oriented political orien-
tation of their voters.

The results also show that voting preferences are strongly related to the declared politi-
cal than value-based political orientation. This finding supports the assumption that de-
clared political orientation is more a result than cause of a vote, as is similar in other dem-
ocratic countries (Inglehart and Klingemann, 1976). However, in the Czech population,
attitudes associated with the left-right axis are gradually crystallizing, thus amalgamating
the perception of economic and social problems and political orientation (Vecernik,
1996). However, this crystallization may be to a certain extent affected by the previous
selection of a political party, which in turn can influence self-location on the left-right
axis.

11.4 The left-right axis: the most important political dimension

After 1989, the left-right axis underwent gradual development associated with the for-
mation of more clearly structured political orientations and corresponding attitudes of
voters. Today, this axis represents the most important structural cleavage in the space of
voter identification in the Czech Republic, and shows that thus far this space is not two-
dimensional, as Herbert Kitschelt (1992) has argued. According to Kitschelt, an additional
important dimension of structuring the political space might be the liberalism-
authoritarianism axis, whose existence has been proven in advanced democracies. Accord-
ing to some political scientists (e.g. Brokl, 1996), this second dimension already structures
the Czech political space defined by parties, however it does not yet establish the political
space of voters (Vlachova and Matéju, 1998).

Although the space of voters’ self-identification is dominated by the left-right axis, the

authoritarianism-liberalism axis, however weak, has a not negligible and interesting ex-
planatory value. In 1996, the strongest support for liberal democracy was expressed by
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voters of ODA, followed by ODS, KDU-CSL, then SPR-RSC and CSSD. The highest
authoritarianism was manifested by voters of KSCM. The center of the liberalism-
authoritarianism scale was closer to its authoritarian pole (the median of the ten-point
scale was 8 and the mean was 7.3 in 1996 and 7.2 in 1997 — see Figure 11.8).

Box 11.5 Factor analysis as a test of the two-dimensional character of voters’
political space

The existence of indirectly measurable (value-based) dimensions structuring politically
relevant attitudes was verified by factor analysis. This analysis extracted two continu-
ous scales of values, left-right and liberalism-authoritarianism. However, it also
showed that the first factor representing the position on the left-right spectrum (i.e. the
above-mentioned value-based political orientation) was stronger (explaining almost
30 % of variance) than the other factor, representing the position of an individual on
the scale of liberalism-authoritarianism (explaining only 17 % of variance). This find-
ing shows that values and attitudes of Czech voters are structured mainly along the
left-right axis and not so much along the liberalism-authoritarianism axis.

Figure 11.8 Distribution of voters on the libertarianism-authoritarianism axis
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As expected, voters of individual parties tend to show different inclinations towards lib-
eral and authoritarian values. According to these attitudes, two groups of voters were op-
posed in 1996: voters of the ODS and ODA on one side, and CSSD and KSCM on the
other. By 1998, other groupings based on attitudes towards politics had emerged. The
group of ODS, ODA, and US voters were the most liberal, followed by the KDU-CSL and
CSSD voters. Voters of SPR-RSC and DZJ (similar to supporters of the Republicans) and
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also KSCM (similar to voters of the DZJ party) showed the strongest authoritarian tenden-
cies. The deviation towards the pole of authoritarianism might give the impression that the
Czech population actually declares such an inclination (Figure 11.9). However, this con-
clusion is limited by the way in which authoritarianism was measured — i.e. its indication
was not far from conservatism. With respect to the considerable historical, political and
value discontinuity of development of Czech society, we must be very careful in the inter-
pretation of this dimension from the point of view of conservatism.

Figure 11.9 Location of voters of main political parties on the libertarianism-
authoritarianism axis (means and confidence intervals)
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Box 11.6 Construction of the libertarianism-authoritarianism axis using attitudes to
socio-economic issues
The libertarianism-authoritarianism axis expresses opinions on the role of authority
and strictness of penalties for the violation of laws: ‘People should be allowed 10 or-
ganize protest meetings against the government?’, ‘People should be allowed to or-
ganize protest marches and demonstrations?’; ‘Young people today do not have
enough respect for traditional values’, ‘For some crimes, the death penalty is the most
appropriate sentence’, ‘Schools should teach children to obey authority’; ‘Laws
should always be obeyed even if a particular law is wrong’, ‘Censorship of films and
magazines is necessary to uphold moral standards’, and ‘People who break the law
should be given stiffer sentences’.
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Figure 11.10 Location of voters in the political space defined by the two main axes in
1996 (factor scores)
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Figure 11.11 Location of voters in the political space defined by the two main axes in
1998 (factor scores)
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The location of voters of individual parliamentary parties in the two-dimensional space
constituted by the left-right and the libertarianism-authoritarianism axes informs us about
the politically important values shared by them (Figure 11.10). Voters of the right-wing
civic parties were situated in 1996 and even in 1998 in the right-liberalism quadrant,
whereas CSSD and KSCM (together with SPR-RSC) in 1996 were located in the space of
leftist economic attitudes combined with authoritarianism in the political sphere. The poli-
cy of the KDU-CSL was situated in the center between the other political parties, and the
opinions of their voters were right in the middle of the above-mentioned space among
other opinion groupings.

After the creation of Freedom Union (US) in 1998, the position of ODS and ODA
weakened and DZJ temporarily strengthened. Consequently, the position of voters
changed. Voters of ODS remained in their original place and to their left was installed the
US, sharing similar values. The authoritarian tendency among voters of KDU-CSL slight-
ly increased but they still remained in the center of the space of voters’ identification. In
contrast, the authoritarian attitudes of CSSD voters weakened. Regarding their socio-
economic values, these voters also moved a little to the center but they remained leftist in
about the same degree as in 1996. Stable KSCM voters did not undergo any major value-
related changes, remaining at the extreme left and authoritarian poles. DZJ supporters
were the closest to communist voters. The only surprise was the change in the SPR-RSC
position where authoritarian inclinations weakened and a substantial shift to the left oc-
curred. (Figure 11.11).

Box 11.7 The ‘new’ left and right

In the time when Lipset studied political actors, only the ‘old’ left and right existed.
However, the left and right in Western countries underwent significant changes since.
The left was the first to be called ‘new’ already in the 1960s. As compared with the
right, it was much more liberal on issues such as the abolition of censorship, legaliza-
tion of abortion, homosexuality, and prostitution, while in its economic program,
Keynesianism and an emphasis on the importance of the demand side of the market
economy persisted. The ‘New Right’ was the name used for the liberal and conserva-
tive right of the 1970s and 1980s, personified by Margaret Thatcher and Ronald
Reagan. Both rallied behind free market ideals and emphasized the importance of the
supply side of the economy. While the liberal New Right defended free competition
even beyond the economic field, in such areas that had been traditionally served by the
state (justice and public order), the conservative New Right defended a strong state,
hence it was called authoritarian. Subsequently, in the 1980s and 1990s, leftist parties
accepting the idea of a free market started to be labeled as the ‘New Left’ or ‘New La-
bor’, after the laborist parties emerging in Commonwealth countries and personified
by Australian Prime Minister Bob Hawke, New Zealand Minister of Finance Roger
Douglas and by British Prime Minister Tony Blair.

Concerning the position of voters of different political parties in the political space, it is
possible to speak of an association between the left-right and liberalism-authoritarianism
dimensions. This confirms Kitschelt’s hypothesis that economic liberalism is connected
with political liberalism and economic paternalism with authoritarianism, which applies to
both political parties and their voters. Also Lipset (1981) has spoken clearly about the
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close association between the right and political liberalism. He argues that political liber-
alism based on the defense of political and civil freedoms and cosmopolitanism is not an
inherent characteristic of the left. The left is more authoritarian and extremist, less in-
clined towards democracy, more xenophobic and less tolerant of differences, while con-
servatism is more liberal in this respect.

Unlike values asserted on the current political scene in Western countries, the character
of the Czech left and right voters in 1996 was more ‘old’ than ‘new’. However, it is worth
mentioning that since 1996 CSSD’s authoritarian tendencies have weakened, and this par-
ty became politically more liberal, moving closer to the center in its economic program. In
this way it departed from the traditional left which is now represented more by DZJ and
KSCM. CSSD represents a democratic left-wing party and despite its traditional rhetoric,
is not far from the New Left. KSCM, on the other hand, is an authoritarian party adhering
to communist ideology, rejecting capitalism, and trying change in regime. The leftist and
authoritarian DZJ does not directly invoke communist ideology or to change the regime,
but its announced aims are very similar to those of KSCM. DZJ supporters on the other
hand are less nostalgic for the pre-November system than KSCM voters but they publicly
support social security characteristic of ‘really existing socialism’.

The location of voters in important political parties in the two-dimensional space is in
many respects contradictory to common ideas about the voter profile of particular parties.
For example, SPR-RSC is currently labeled as a right extremist party but according to our
analysis its voters in 1996 were located in the center of the left-right axis and closer to the
authoritarian pole on the libertarianism-authoritarianism axis. In 1998, they were placed
on the authoritarianism-libertarianism axis closer to its center. In spite of its customary
‘right extremist’ label, this analysis better explains the actual character of SPR-RSC. Ra-
ther than a right-wing extreme (authoritarian conservatism) it is an extreme center or left-
center party. The same opinion is shared by political scientist Miroslav Novak (1996).

A number of features characterizing the extremism of the center applies also to SPR-
RSC. In analyses, this party has been seen as centrist or center-leftist for a long time. On
the left-right axis, its supporters occupy the center but with a great range. Their measured
political values and attitudes to the role of state and market, economic inequality or social
justice are also centrist or center-leftist and they may even seem liberal, according to the
accustomed categorization of ideological types. However, unlike moderate centrist parties,
the practical policy of Republicans has strong radical, authoritarian, nationalist, xenopho-
bic, and isolationist tendencies.

The political elite of the Czech centrist extreme itself violates the order and laws, which
it claims to respect. It calls also for the isolation of Czech Republic, declares an irrecon-
cilable attitude towards Germany and favors populist public presentations. In its political
program it appeals to small entrepreneurs and tradesmen because it places itself in opposi-
tion to both big capital and the proletarian revolution. In 1996 it was already clear that the
Republican Party, in comparison to other parties, attracted more young manual workers
who were voting for the first time, a group usually typical of voters of extremist parties in
modern democracies. For this reason, the electorate of the Republican Party has shifted
from the centrist extreme to the left. At the same time it has been losing its original voters
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who have been drifting mainly to CSSD and KSCM. In the 1998 elections, this outflow
was so extreme that SPR-RSC did not win a single seat in Parliament.

Box 11.8 Extremism of the center

Extremism of the center has already been described in detail in political science stud-
ies dating back to the 1930s. S.M. Lipset (1981) has summarized them and argued that
the usual categorization of political actors on the left-right axis is an oversimplifica-
tion of the political reality. According to Lipset, both democratic and extremist parties,
groups and ideologies can be independently categorized in the same way. He classifies
extremism as follows: left = Communism, center = fascism, right = conservative ex-
tremism. He breaks down fascism even further into centrist, which represents classical
fascism, and leftist, as seen in peronism. Extremism of the center is connected mainly
with small entrepreneurs who, with their inclination to extreme movements and par-
ties, react to the development of modern capitalism, and to competition resulting from
the diminishing importance of state borders and expansion of foreign trade. They call
for strong order and strict laws directed against other nations, races, and ethnic
groups.

Instability, the shift to the left in opinions of supporters of the Republican Party and
their failure in the 1998 elections has resulted in a weakening of the centrist and non-
communist left-wing extremism. This process is undoubtedly favorable for the renewal of
democracy, which has undergone many dramatic changes. Neither manual workers nor the
middle classes feel disadvantaged by social, political, and economic processes to such a
degree that they seek a solution in the extremism of SPR-RSC. On the other hand, it
should not be forgotten that in any society there may appear social groups which consider
themselves to be disadvantaged. If a more sophisticated and better-targeted non-
communist extremism appears, it could attract the attention of such people.

11.5 Conclusion

It is understandable that the left-right axis in Czech society has its meaning not only in the
competition between political parties but also in voter identification. Contemporary Czech
society is no longer a tabula rasa. However, it is clear that politically relevant socio-
economic values of voters connected to the left-right axis have been since 1989 subject to
considerable change. These values are changing much more today than in the early 1990s
according to where voters locate themselves on the left-right scale. VVoters are in the pro-
cess of learning, and a value-related maturing and cultivation of political orientations is
gradually taking place. Political values, ideas and expectations affect the selection of a
party, which in turn influences the ideological self-perception of voters. The association
between the selection of a specific party and self-location on the left-right axis is relatively
strong among Czech voters. It is, in any case, stronger than the association between the
choice of a party and inclination towards certain political issues.
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The development of political values associated with the left-right axis shows that only a
small part of the Czech population is really in favor of economic liberalism. The expecta-
tions of most Czechs are, on the contrary, linked to the paternalistic state — which is hardly
surprising. In spite of this, the Czech Republic was once referred to as an island of liberal-
ism for mainly two reasons: 1. Post-communist economic reforms were presented by a
strong neo-liberal rhetoric, which enjoyed greater political success than in any other tran-
sition country. In Poland and Hungary such rhetoric was abandoned in 1994 when nomi-
nally leftist parties won the elections (Dangerfield, 1997). 2. In comparison with other
transition countries, the Czech Republic achieved greater economic freedom and in this
respect is closer to the advanced countries of democratic capitalism (Gwartney, Lawson
and Block, 1995; Johnson, Holmes and Kirkpatrick, 1998).

However, some authors (e.g. Orenstein, 1995; Dangerfield, 1997) think that even in
spite of the rapid reforms that occurred under liberal rhetoric, a truly liberal environment
was not established. Reform policies involved not only laissez-faire elements (which were
criticized by the opposition and even by one of the coalition partners KDU-CSL) but also
interventionist and paternalist methods. These latter methods, although receiving only
little publicity, were practiced in the real policy-making. The government proceeded in
this way in order to hold reforms under control and not to allow the living standard to de-
crease too greatly, and consequently to keep social peace. Although the main reforms im-
plemented between 1990 and 1996 did not bring as serious decline in the standard of liv-
ing and high unemployement rates as in other post-communist countries, public opinion
shifted towards the left as it did to other CEE countries. In other words, behind the quite
stable declared right-wing orientation, and clear reluctance to declare identification with
the left, there was nevertheless a hidden shift of public opinion to the left.

The difference between the declared and actual value-related political orientation of
voters helps to explain the transition process of socio-economic values after 1989. In the
early 1990s, the difference in opinions between the left and right was barely visible, and
trends in the changes of opinion along the left-right dimension were difficult to identify.
Once reforms started, people enthusiastically supported the idea of an economically liber-
al society even though they did not fully identify with it. However, in the climate of gen-
eral euphoria, such factors as the small disparities in income and wealth persisting from
the communist regime also played their role. Among the other influential factors were the
market-favorable rhetoric of the media, the arrival of Western goods, consumer lifestyle,
restitution, and privatization.

After the main steps of the reform had been completed, the situation started to change.
Society was returning from a ‘revolutionary’ period to a more calm one and had to cope
with problems inherent to all democratic and capitalist countries. People located on the
political left and in the center especially started to bring their subjective orientation closer
to objective values and the political programs of their political representatives. In this
manner, a shift from general values to interests rooted in person’s social class or status
began (Mat&jii and Rehakova, 1997). Leftist voters differed more and more from rightist
ones and the greatest divide appeared between the voters of civic and leftist parties, from
all of which particularistic interest groups have become established. Since values favora-
ble for leftist parties prevail within the population, a space for the electoral victory of the
left opened up.
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Analyses of the development of the two value axes — left-right and liberalism-
authoritarianism — showed that in 1996, the most prominent difference was that between
the socio-economic attitudes of the two liberal-conservative parties on the one side and all
other parliamentary parties on the other. However, by 1998 more voter groups differed in
terms of their values. Our results showed a gradual polarization of the Czech public in
socio-economic values and civil rights, i.e. the movement of some groups to the left-
authoritarianism segment and other groups to the right-liberalism segment. The political
conflict by definition two-dimensional, transformed itself into an important but one-
dimensional political competition.

The one-dimensional character of political confrontation usually leads to a keen struggle
over voters. The outcomes of such struggles, expressed in election results, are in such a
politically polarized society usually very frustrating for citizens whose political represen-
tation does not win. Together with such frustration from election results is a perception of
the rival’s victory as a possible threat to one’s own situation and future. It may be that the
competitor does not satisfy the voters of other parties not only in terms of the socio-
economic program but even in terms of civil rights.

We do not know to what degree Czech political parties are aware of this value-related
polarization of society. However, political strategies suggest that many politicians are
aware of its existence, since they use it as a basis for their propaganda, which in turn
sharpens the public mood. We can only speculate what the impact was on the public opin-
ion of sharpening criticism of reforms presented by CSSD, criticism of ODS presented by
its coalition partners KDU-CSL and ODA, the strongly ideological election campaign of
ODS in 1998 playing the card of ‘mobilization against the left threat’. The strong polari-
zation of society and rather prevalent pessimism of the population has imprinted itself in
the election results of 1996 and 1998. Increasingly, the public is divided between two po-
litical gravitation poles representing two contradictory approaches to political issues — the
CSSD and ODS.
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12 The development of political parties and
the party system

The development of the political party system in the Czech Republic since November
1989 has not yet been fully mapped or analyzed. Therefore, in this chapter we will offer
a brief description and analysis of the main political parties, and attempt to capture the
main phases of the development of the party system and the important trends within its
framework. Our analysis is based on the definition of those phases, which have had
a determining impact on the development of the party system as a whole.

The main phases of development were as follows: 1. November 1989 until June 1990 -
the foundation of the system; 2. June 1990 until June 1992 — the period of system for-
mation; 3. June 1992 until June 1996 — the period of system stabilization; 4. June 1996 to
the present-day — the period of the balancing of forces. These periods are based mainly on
elections, which are the primary events in the party system and have continued to have an
impact on the functioning of the system. To mark the individual phases, we have attempt-
ed to grasp the prevalent trends of each period, while it is of course natural that in each
given phase processes with other characteristics also occurred.

The events following November 1989 were decisive to the creation of the new party
system in the Czech Republic. The previous state is characterized by the National Front as
an artificial alliance of ‘sister’ political parties ostensibly governing together with the
Communist Party. Although this state has also been described and classified in political
science studies (Box 12.1), the relationship between it and the present party system in the
Czech Republic is very loose. Despite the fact that some of the parties from the previous
National Front continued to be active even after November 1989, from the system per-
spective, they are two completely different functional mechanisms and have different
means of power sharing, therefore there is little sense in comparing them.

Another drawback is that we will discuss only the Czech party system, even though until
the end of 1992 Czech political parties operated within the framework of a Czechoslovak
Federation. This problem is actually rather minor, because with the exception of the
Communist Party (KSC, later KSCS), which during 1990 was transformed into
a federal union of KSCM and SDL, and several minor subjects (e.g. Czechoslovak
Movement for Mutual Understanding), the activity of the parties and movements on the
Czech political scene was limited exclusively to the Czech Republic. To the objection that
the coalition or ‘blackmail’ potential of individual parties was important at the level of the
Federal government in 1989-1992, we have a rather intelligible response. The subsequent
dissolution of Czechoslovakia serves as proof that it had no basic impact on the function-
ality and internal relations of parties operating in the Czech lands. To give an example, the
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difference in the number of parties which succeeded in the 1992 elections to the Federal
Assembly and the Czech National Council was of no importance due to the short life of
the Federal Assembly. Therefore, even during the existence of the Czechoslovak Federa-
tion, Czech political parties created an autonomous system and thus may be evaluated as
such.

Box 12.1 The classification of party systems

According to surveys made by Giovanni Sartori, and with the use of numerical criteria
which here have the function of the main distinguishing criterion, it is possible to de-
fine seven classes of party systems: 1.The one-party system, where no other party sub-
ject exists; 2. The hegemonic party system, where the predominance of one party leads
to its near absolute supremacy (e.g. Mexico); 3.The dominant party system, where one
party repeatedly and over a long period gains a considerable majority; 4. The two
party system, characterized by bipolar competition; 5. Limited pluralism, 6. Extreme
pluralism and 7. Atomized pluralism. According to Sartori, the boundary for distin-
guishing between limited and extreme pluralism is the five party system; in the case of
atomized pluralism, the number of political subjects is naturally much higher, yet due
to the other mechanism of its functioning, this is not an important factor. The main
contribution of Sartori is that he developed further the previous three party classifica-
tion (one, two, and more party systems), and that on the basis of this classification he
introduced a corresponding typology. While it functions much better than the simple
classification in describing party systems, due to its intricacy we do not have the space
to consider it here (Sartori, 1976).

Our aim in this chapter is not only to outline the main points and trends in the develop-
ment of the party system, but also to propose an analytical assessment of the above-
mentioned phases of development. In addition we intend to point out their characteristic
aspects which may not necessarily be obvious at first glance. In the sections of the chapter
where we will discuss the theoretical basis, we make use of generally recognized and
widely utilized political science studies which can be used for the study of the Czech Re-
public’s party system. In the majority of the text we have analyzed data from primary
sources concerning individual political subjects as well as newspapers.

12.1 Establishing the foundations: November 1989 — June 1990

The transformation of the Czech party system, which began in November 1989, was from
the beginning characterized by a considerable increase in the number of parties and
movements attempting to establish themselves within the framework of the new system.
They were often of a very different character, but in general three types of parties or
movements characterized the development of the party system in the Czech Republic: 1.
Those active before November 1989 and continued afterwards, such as the Czechoslovak
Socialist Party (CSS), Czechoslovak People’s Party (CSL), and Czechoslovak Communist
Party (KSC); 2. Those who had resumed their activity or linked with groups already active
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in the pre-November period (see Novak, 1997) such as Social Democrats (CSSD) and
Club of Committed Non-partisans (KAN), but also the Czechoslovak Democratic Initia-
tive and Civic Freedom Movement; 3. Entirely new subjects, such as the Republican Party
(SPR-RSC) or Movement of Pensioners for Life Guarantees (HDZJ).

The Civic Forum (OF) was a very special type of subject, and there were two conflict-
ing views concerning its classification. From a legal standpoint (according to Law No.
15/1990) OF belonged to the already existing parties or movements: ‘the already estab-
lished political parties are the Czechoslovak Peoples’ Party, Czechoslovak Socialist Par-
ty, ... Czechoslovak Communist Party... Civic Forum ... are political movements according
to this law’. From the political science point of view, OF belonged to the newly estab-
lished subjects, despite the fact that it also included organizations which cannot be classi-
fied in the same way, such as Klub Obroda (Revival Club — association of reform Com-
munists acting in secret already before November 1989).

Generally we can say that during the whole first phase, the existence and character of
the OF were to a considerable extent predetermined by the events on the Czech political
scene as well as the direction of the emerging party system. OF, established on November
19, 1989, from the beginning declared itself to be a non-political and civic organization,
whose main purpose was the reconstruction of society. OF would therefore play the role
of an “‘umbrella’ organization, providing space for all whose shared its interest in the re-
newal of society as a whole. The logical consequence of this perception was that OF be-
came the point of confrontation of many currents of often opposing opinions (e.g. KAN
and Revival Club met here under one roof).

The existence of the OF was obviously not the only specific element in the first phase of
development. The rapid increase in the number of political subjects was also symptomatic.
According to the list of parties and movements registered at the Ministry of Interior, there
were 35 by June 8, 1990 (the first day of parliamentary elections), but only four attained
major significance including the renewed KAN, HSD-SMS, the Agricultural Party, and
Movement of Pensioners for Life Guarantees (HDZJ). These are of course only estimates.
It is said that there were 66 subjects in the whole Federation (Dvotfakova and Kunc,
1996:57), but 85 parties and movements had been established between 1989 and 1990
(Budovani stati, October 1990).

The great number of parties and movements, typical for party systems in the early phas-
es of development, was not in itself of great significance. Otherwise we must consider two
other aspects of the system, the establishment of the Christian element in politics and the
rather strong emergence of the ‘Moravian’ movement. The popularity of calls for greater
Moravian autonomy was totally unexpected, but the influence of these parties did not last
for more than a year and they were no longer playing a major role by the time of the par-
liamentary elections in 1992. By contrast, the Christian element, supported by the exist-
ence of a traditional ‘people’s party’ voter base located mainly in South and Central Mo-
ravia (Jehlicka and Sykora, 1991), in time came to be a permanent component of the
Czech party scene.

The first parliamentary elections after November 1989 were held in June 1990 and the
ballots for elections to the Czech National Council (CNR) included 13 coalitions, parties
and movements. The absolute winner was OF, which gained 49.5 % of the votes and
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63.5 % of seats. KSC, HSD-SMS and KDU also entered the CNR. Not even the ambitious
Socialist Party (CSS), the Social Democrats or the Green party made it, despite their high
expectations for electoral success at the beginning of the spring (according to data of the
Institute for Public Opinion, their election preferences between March and May was
around 10 %). The election results, contained in Table 12.1, show the overwhelming pre-
dominance of the OF.

Table 12.1 Results of elections to the Czech National Council in 1990 (%)

Party Votes Seats
Civic Forum (OF) 49.50 63.5
Communist Party of Czechoslovakia (KSC) 13.24 16.0
Movement for Autonomous Democracy — Association

for Moravia and Silesia (HSD-SMS) 10.03 11.0
Christian-Democratic Union (KDU) 8.42 9.5
Alliance of Farmers and Country (SZV) 411 -
Social Democracy (SD) 411 -
Green Party (S2) 4.10 -
Czechoslovak Socialist Party (CSS) 2.68 -
Free Block (SB) 1.04 -
All-People’s Democratic Party (VDS) + SPR-RSC 1.00 -
Electoral Grouping of Interest Associations (VSZS) 0.84 -
Friends of Beer Party (SPP) 0.61 -
Czechoslovak Democratic Forum (CSDF) 0.33 -
Total 100.00 100.0

Source: Election results 1990, CSO.

The constitutive and unifying role of the OF is characteristic for the first period of the
development of the party system in the Czech Republic. It was perceived as a guarantee of
the right direction for the further development of society, a situation which could perhaps
be described as an atomized pluralist system (Fiala and Mares, 1997:106), even though it
is not clear whether it deserves the label ‘system’. While there were many individual ele-
ments which should have influenced the functioning of the system at the beginning, nei-
ther the intensity nor the direction of their mutual interaction was clear. In addition, the
hierarchy of power was not apparent. On the other hand, the actual representations of cer-
tain subjects (above all OF and KSC) gave clear evidence that there were real differences
based on their specific character. In other words — a real party system with the appropriate
attributes was first established in the course of elections.

All of these facts allow us to specify the following three characteristic signs of the first
phase of development:

1. ‘Non-political’ character. For this entire period, many Czechs shared the opinion that
political parties must be considered with a certain distrust because of their activity as po-
litical subjects, and that the political will of citizens could be equally well served by a
broad civic movement. This was both a rather irrational reaction to the concept of the po-
litical party, which was until this time identified almost exclusively with the Communist
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Party, as well as an opposition to the fact that practically all normal political parties are
based on some ideology, which was a highly discredited term. In general, it is true that
these opinions were closely linked to the existence of the OF, which rapidly lost influence
with its dissolution.

2. The origin of major movements and parties. Leaving aside subjects originating from
OF which were established during the second phase of development, the vast majority of
all important parties and movements today already existed in the first period. Parties or
movements formed after this point were, with only few exceptions (e.g. DEU), not entirely
new, but born through renaming, merger, or affiliation.

3. The early appearance of non-standard subjects. This phenomenon has several dis-
tinct aspects. First, it concerns parties and movements which were specific in their narrow
focus as Election Configuration of Interest Groups (VSZS) or The Friends of Beer Party
(SPP), and this also applies to the OF. The existing subjects practically without exception
did not correspond to the trend prevalent in European party systems — i.e. they were usual-
ly not ‘mass’ parties. This aspect in particular was decisive to the character of the Czech
party system in its first period of development.

The Czech party system thus entered its second phase of its development in a situation
where its basic pattern of stratification, determining the boundaries of future development,
was already in place, and where there was already a nucleus of standardized interactions
between individual subjects.

12.2 Formation of the system: June 1990 — June 1992

The second period was characterized by the final constitution of the basic character of the
system, and by the decisive choice of a political party as the basic element of mediation of
the political will of citizens and interests of social groups. The dissolution of the OF also
played an important role, which divides this period into two rather discrete phases. In the
first phase, internal tension within the OF increased, and the framework and foundation
for other parties and movements was established. Another characteristic of this phase was
also an attempt at organizing the party system into a specific form (i.e. defined in the
right-left space). The second phase is then distinguished by the development of the rela-
tionship between individual subjects.

Two distinct methods are most advantageous for the evaluation of the development of
the party system during this period. Regarding the first phase we shall discuss mainly the
development of the OF, before turning to events linked to other subjects. For the second
phase, we shall monitor separately the formation of movements in various parts of the
party spectrum and divide them to facilitate orientation, into the right-wing, center and
left-wing (see Sartori, 1976:337).

The parliamentary elections in June 1990 confirmed that the primary factor influencing
the future shape of the Czech party system would again be the development of the OF, for
no other subject had enough importance to exercise any significant impact on the system.
Inside the OF, the climate had become polarized, and the elections played the role of a
catalyst in speeding up the natural differentiation of opinions. Two important currents
were born within the OF — first the right-wing, classical, liberal moderately conservative
current, and the second a centrist, rather socially liberal (see characteristics for ‘classic’
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and ‘social’ liberalism in Box 12.2). The right-wing trend was formed under pressure from
regional organizations, whereas its counterpart had its main support from the intellectuals
in the OF leadership (e.g. P. Rychetsky or P. Pithart), who enjoyed the support of the
President and those around him. The right-wing trend based its program on the opening of
the market economy and on individual values, while the centrist trend aimed at maintain-
ing the movement’s unity with the simultaneous coexistence of various currents, defending
its non-political and civic character.

An important, if only partial milestone was the establishment of the Inter-parliamentary
Club of the Democratic Right in September 1990, from the initiative of D. Kroupa (one of
the founding members of ODA). Initially, 66 deputies from the Federal Assembly and
Czech National Council belonged to this club, but 208 deputies from both legislative bod-
ies had become members. One might say that its establishment formed the ‘right wing’
within the OF, for it was its members that had called for a firm organizational structure for
OF, as well as a clear and precisely defined program to acquire the character of a political

party.

Box 12.2 Comparing the values of ‘classical’ and ‘social’ liberalism

It is possible to say that original liberal values, which were established mainly in the
18th century, have today become more or less normal attributes of all non-extreme
parties, and we may thus argue that in this sense liberalism is a fundamental ideclogy.
One can consider liberal values from two angles: the important role was played by in-
dividualism, egalitarianism (in regard to the ethical value of humans), universalism
and meliorism (Gray, 1986); and specifically, classical liberalism is the belief in indi-
vidual freedom and the market economy, in the sanctity of private property, ‘new’ lib-
eralism adds to these values the belief in the active, if not omnipotent role of the state
(welfare state) and social justice. ‘Social’ liberalism is generally considered to be the
doctrine behind the modern European form of the welfare state and the basis of the so-
cial-market economy.

The OF convention in October 1990 was decisive for its future development, during
which the representative of the right-wing current, Vaclav Klaus, was elected as chairman.
Despite the fact that it elected a twenty member collegium in which the representatives of
the centralist group held the majority, this vote very much strengthened the conservative-
liberal trends within the OF. Further developments would lead more clearly towards a split
inside the OF. Already by the end of October 1990, the OF Council had announced that
the Left Alternative and the Revival Club were no longer a part of the OF. The centrist
contingent responded to this right-wing offensive with the creation of the OF Liberal Club
in December of the same year, stressing the fact that the market economy was not the goal
but a tool, thus emphasizing human values and the quality of man.

The development in the other section of the party spectrum did not have much bearing
on the system’s character, as in the case of the OF, but it was not without interest. From a
long-term perspective, the most important events appear to be internal developments with-
in the people’s party (CSL). Its central committee voted in July 1990 to give a vote of
confidence to its chairman Barton¢ik, who was accused just before the elections of having
collaborated with the former state security service. This vote did not stop internal disputes
within the party. The solution came first at an extraordinary convention in September
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1990, with the surprise election of a new leader, the rather unknown agricultural engineer
Josef Lux.

This last event, which would be of some importance regarding the development of the
party system, represented an attempt to cooperate on the left side of the political spectrum.
By the end of 1990, the only important force remaining besides the KSCM was CSSD
which, thanks to cooperation with several leftist parties, left-center and HSD-SMS, the
actual closeness of these subjects was revealed. The municipal elections in November
1990 also give a picture of the individual subjects on the Czech party scene. The most
successful was the OF, followed by the KSCM, CSL and CSSD, while independent candi-
dates obtained 10.6 % of the votes.

Picture 12.1 Votes of former voters of the Civic Forum
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The first phase of the second period ended with the dissolution of the OF. In January
1991, in addition to the two existing OF clubs, the Club of Social Democrats was estab-
lished and the antagonism between the individual currents grew. The ratio between the
strength of support continued to worsen for the Liberal Club, due to a certain mood in
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regional organizations, and was strongly in favor of the right-wing current. During the
dissolution of OF, the ratio was 3:1 in favor of ODS (Krej¢i, 1994:218). In February
1991, an agreement was signed between right-wing supporters and the Liberal club on the
split of the OF into two autonomous subjects, and following further disputes was con-
firmed at the so-called Farewell Convention by the end of the month.

Following the dissolution of the OF and the parliamentary elections in 1992, during the
second phase of this period the main role was played by subjects who originated within
the OF or were closely linked to it (above all ODS, but also OH and ODA). The estab-
lishment of OF successor subjects happened immediately after its dissolution. Already at
the beginning of March 1991, the OH was officially registered and shortly followed by
ODS. This was accompanied soon after by a change in the orientation of former support-
ers of the OF. Due to the wide range of opinions within the OF, it was only logical that its
members and supporters would be drawn to many different parties and movements (e.g.
the second largest number of OF voters later supported ODA).

Picture 12.1 provides us with a more concrete view of the benefits gained by subjects on
the existing political scene following the dissolution of the OF. The data on the transfer of
voter sympathy between the elections of 1990 and 1992 is shown in Table 12.3. It appears
that nearly three-quarters of OF voters had chosen parties declaring themselves to be
right-wing (ODS, ODA, KAN, SPR-RSC and even SCPZR). This also means that this
phase was a signal of the emergence of a clearly defined right-wing. Even the right-wing
subjects perceived this themselves and at that time their activity was focused in two direc-
tions. To outside it was the greatest possible enforcement of the liberal economic reforms,
and to inside it was to utilize mutual contacts and cooperation. This aspect of their devel-
opment had become apparent in the number of negotiations for various types of coalitions
and in the rather intense level of cooperation.

The leading subject in the newly developed right — ODS — was the most closely linked
to ODA. This relationship was greatly weakened by the events of September 1991, when
ODS managed to obtain the position of Mayor of Prague, much to the detriment of ODA.
Consequently, ODA responded by announcing that it was no longer willing to remain in
the coalition with ODS and that it had decided to seek out closer contacts with Vaclav
Benda’s Christian Democratic Party (KDS). A certain improvement of the relationship
between ODS and ODA brought about their November agreement, which emphasized
mutual tolerance. In any case, this arrangement was the extent to what the two parties were
able to agree upon. The first ODS convention in November 1991 in Pilsen confirmed its
efforts to form a wider organization of right-wing forces. This was expressed in the an-
nouncement of cooperation with the KAN, but more importantly in the agreement on the
creation of a pre-election coalition with the KDS. The ‘Christian element’ certainly played
a role here, i.e. ODS’s attempt to gain more influence among Christian voters and espe-
cially to broaden its policies, which had only emphasized the economic dimension.

After the rupture with ODS, ODA also made efforts to approach other parties. Follow-
ing unsuccessful negotiations with the KDS, it began to integrate with the LDS and, in the
beginning of February 1992, ODS announced the signature of a preliminary coalition
agreement with the newly-formed Party of Czechoslovak Entrepreneurs, Tradesmen and
Farmers — SCPZR. The outcome of both proceedings was rather unfortunate. In Novem-
ber 1991, LDS has split into two factions, one of which merged in March 1992 with ODA,
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the second one, however, continued its activity as a very minor subject. Cooperation with
SCPZR was terminated in mid-April 1992 due to attacks from both sides.

Movements of integration and differentiation also marked the relationship of the two
relevant ‘Christian’ parties — the KDS and CSL. The CSL’s attempt at integrating with the
subjects grouped in KDU coalition (especially with KDS) failed due to mutual misgivings,
and the ‘Christian’ coalition was subsequently dissolved. Later, in June 1991, CSL initiat-
ed the birth of a widespread movement, which took the name KDU - allegedly due to the
fear of abuse of their ‘trademark’. The KDS subsequently began the process of approach-
ing ODS, while CSL was mainly busy with its internal problems. In spring 1991, the CSL
concluded an agreement concerning its post-election cooperation with ODS, which sub-
stantially strengthened its position while at the same time securing a final merger with
KDU and the establishment of a new party called KDU-CSL.

Despite attempts at closer cooperation to bring together all parties declaring an inclina-
tion to the right side of the political spectrum, the final situation at the end of this phase
was not much different than at the beginning. Also, the power ratio remained unchanged,
characterized by the strong position of ODS, the slightly weaker one of both KDU-CSL
and ODA, and a minority position of all other parties. The only exception was the KDS,
which, upon joining the coalition, gained an important position, and coalition potential,
which was better than the strength of its support. The SPR-RSC was left in a system-
isolated position, although the party gained strong support from certain groups in the pop-
ulation.

The activities in CSSD were the most important ones for future development on the po-
litical left. In April 1991 at its 25th convention, CSSD decided to accept the Revival Club
into its ranks, which confirmed the ever-stronger inclination of the party towards the left
despite opposition. Declared by a part of its membership, a dispute erupted between its
leaders and the group around R. Batték which eventually led to his expulsion from the
party. Of no less importance was the fact that after the dissolution of the OF, some of its
deputies (among them V. Komarek and M. Zeman) joined the Social Democratic Party
(CSSD) which thus became a parliamentary party despite its failure in the elections.

The CSSD took advantage of the isolated position of the KSCM and the weak position
of the other left parties, and gradually became the main force of the so-called constructive
left, despite internal disputes in the leadership. Partial calm came with the proximity of the
elections, however several sub-groups within CSSD still coexisted, grouped around strong
party personalities — Horak, Komarek, FiSer and Zeman. In January 1992, it was Milo§
Zeman who came forward with the project of the so-called Realist Block which associated
the opposition forces of the left and the center and became a counterweight to the gov-
ernment coalition. Meanwhile, the personal strengthening of CSSD continued to the det-
riment of the OH with the acquisition of deputies Z. Ji¢insky and P. Kucera.

The consolidation of the position of CSSD was also assisted by the developments within
the KSCM. The efforts of some members to lead the party out of isolation and to bring it
closer to the social democratic platform resulted in the issuing of an internal party refer-
endum, whereby members were to decide whether they would agree with an eventual
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change in the name of the party, leaving out the term ‘communist’. The negative result of
the vote had two consequences. First, the KSCM would remain at the left margin of the
party spectrum, thus leaving a wide space for the further expansion of CSSD, and over the
long term, it resulted in the departure of those members who did not agree with this orien-
tation.

At the political center, the formation of political subjects was the most pronounced. The
first step occurred in May 1991, when an election coalition was established under the
name Liberal Social Union (LSU), the members of which were joined by the Agricultural
Party and CSS. In September, the Farmers Movement and the Czech Land Organization of
the Green Party joined the LSU, which proved to be a successful move. Participating par-
ties were indeed below the required 5 %, but the simple calculation did not fail this time
and the election preference gave them the combined support of 7-8 % of voters. The LSU
had the ambition of becoming a strong grouping of the left-center, appealing to voters
unhappy with the government’s policies, but also unwilling to support the traditional left.
This  actually occurred and in the 1992  elections it  became
a parliamentary party. The success was helped also by a fortunate legal development: its
registration as a movement generated a strong reaction from right-wing parties that made a
brisk but unsuccessful attempts to have this change revoked.

The integrative tendencies linked to the establishment of the LSU also affected the fad-
ing ‘Moravian’” movement HSD-SMS. The difficulties of this party began with internal
disputes, which peaked in the beginning of 1991 when the management decided to leave
the government coalition, a move opposed by its representative in the government, Minis-
ter of State Control B. Tichy. A month later he left the government, but the previous dis-
putes resulted in an internal split within the movement. The HSD-SMS situation was fur-
ther complicated in May 1991 by the sudden death of its chairman B. Barta,
a dominant personality in the movement. His successor J. Krycer attempted to integrate
HSD-SMS with other left-center parties, but the possibility of a certain form of involve-
ment of this movement in LSU failed in February 1992 due to opposition from the Green
Party.

There were two results of this process at the center of the political spectrum. First they
helped to make the situation in this part of the spectrum clearer, resulting in the creation of
three relevant parties (also OH in addition to LSU and HSD-SMS. This, however, did not
interfere with changes in the party spectrum) and it prepared the conditions for coopera-
tion by future centrist parties with CSSD. However, the development after the 1992 elec-
tions was such that this possibility was never taken advantage of.

The results of the 1992 parliamentary elections, which are reported in Table 12.2, com-
pleted in practice the formation of the rough profile of the Czech party system. With cer-
tain exceptions, they determined which parties would have a relevant role in the following
period and defined the space for their movement. The elections confirmed the develop-
ment of the second period, i.e. the crystallization of the right and center parties and the
basically stable position of the left. They also confirmed the importance of those parties
which were in some way tied to the former OF and which could more or less be defined as
its heirs for the shaping of the whole party system. It is worth noting that in addition to
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these parties (and with the exception of OH), only subjects which had either existed inde-
pendently already before the 1990 parliamentary elections were somehow interconnected
(LSU), managed to enter the Czech National Council (CNR) and may be characterized as
compounds (e.g. HSD-SMS or CSSD).

Table 12.2 Results of elections to the Czech National Council in 1992 (%)

Party Votes Seats
Civic Democratic Party + Christian Democratic Party (ODS-

KDS) 29.73 38.0
Left Block (LB, KSCM+DL) 14.05 17.5
Czechoslovak Social Democracy (CSSD) 6.53 8.0
Liberal Social Union (LSU) 6.52 8.0
Christian- Democratic Union - Czechoslovak People’s Party

(KDU-CSL) 6.28 75
Association for the Republic- Republican Party of Czechoslo-

vakia (SPR-RSC) 5.98 7.0
Civic Democratic Alliance (ODA) 5.93 7.0
Movement for Autonomous Democracy — Association for

Moravia and Silesia (HSD-SMS) 5.87 7.0
Civic Movement (OH) 4.59 -
Movement of Pensioners for Life Guarantees (HDZJ) 3.77 -
Party of Czechoslovak Entrepreneurs, Tradesmen and Farmers 3.15 -
(SCPZR)

Club of Committed Non-partisans (KAN) 2.69 -
Independent Erotic Initiative (NEI) 1.37 -
Friends of Beer Party (SPP) 1.30 -
Movement for Social Justice (HSS) 1.08 -
Democrats 92 for a Common State (D92) 0.58 -
Romany Civic Initiative (ROI) 0.26 -

Party of Republican and National Democratic Union (SRNDJ) 0.17 -
National Social Party - Czechoslovak Party of National De-

mocracy (NSS-CSNS) 0.15 -
Total 100.00 100.0

Source: Election results in 1992, CSO.

Table 12.3 gives a more detailed answer to the question of to what extent the dissolution
of the OF contributed to parties who participated in the 1992 elections, and where voters
went, who in the previous elections had voted for unsuccessful parties. The distribution of
votes between the 1990 and 1992 parliamentary elections show that ODS, ODA and OH
drew the great majority of their voters from OF. A relatively small number of OF voters
opted for SPR-RSC, for whom this source represented nearly a half of voters. These
trends were also confirmed by the fact that in the 1992 elections CSSD obtained a full
42 % of its votes from previous OF voters. In contrast, the KSCM retained its voters as
did KDU-CSL and to a certain extent the HSD-SMS. It is thus apparent that the dissolu-
tion of OF was of decisive influence to the future shaping of the right-wing of the party
system and also had a strong impact on the development at its center. At the same time it
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opened the door for shifts in voter preferences on the spectrum as
a whole, from the extreme right to the left center, and made space for the refinement of
opinions and values within the parties and movements.

Table 12.3 Voters of the most important parties in the 1992 elections according to
who they voted for in the 1990 election (%0)

Political OF VDS+ HSD- KSC Soc. KDU SZV Other non- Total
party SPR-  SMS dem. voters
RSC

ODA 75 1 3 1 1 3 1 10 5 100
CSSD 42 0 9 8 12 2 2 20 5 100
HSD-SMS 27 1 48 4 1 2 1 11 5 100
KDU-CSL 27 1 4 1 1 59 2 3 2 100
LSU 35 0 5 9 3 4 18 22 4 100
OH 78 0 3 2 2 1 1 10 3 100
SPR-RSC 49 10 11 3 3 4 1 12 7 100
LB 6 0 3 80 1 0 1 6 3 100
ODS-KDS 84 0 2 0 1 3 0 6 4 100

Source: Elections 1992, IVVM.

An important element in the shaping of the Czech party system was the number of rele-
vant subjects and, related to this, the designation of the Czech party system as either lim-
ited (moderate) or extreme (polarized) pluralism. Even though simple addition would sug-
gest that the number of relevant parties grew between the 1990 and 1992 parliamentary
elections, this approach is of only limited value here. It is true that this increase was
caused by the heterogeneity of politics and opinions within the OF. And secondly, it is
apparent from the growing number of clubs in the legislative bodies in this period that the
issue of the parliamentary representation of parties and movements was by no means re-
solved only by the elections. Thus we may conclude that because it is not possible to
speak of attribution to a certain type of party system, the only appropriate type is polarized
pluralism.

The second period may be characterized with three attributes, of which the first one is
related mainly to the first phase, whereas the other two are clearly related to the second.

1. The constitution of the left. Considering the conditions in which the new party system
developed, the fact that the left part of the party spectrum was the first to be stabilized
may at first glance be surprising. In terms of the spectrum of opinions, the OF had covered
the area from social democracy to the conservatives, even though the intensity of the em-
phasis on the various lines of opinion varied. In any case, this situation led to the fact that
any subject wanting to define itself in the space taken by OF (which was the whole space
of the center and the right), faced difficulties and had little chance of success.

The left had no such problem, for no party was too dominant to stifle competition. Both
the KSCM as well as CSSD were sufficiently established already in 1990. It is true that
CSSD partially overlapped with the OF, but fortunately for it, the social democratic cur-
rent within the OF was relatively weak and rather centrist in orientation, thus leaving suf-
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ficient space for its own realization. With the exception of the slow decline of the CSS and
its subsequent rebirth into a centralist grouping, no other parties or movements had been
established. The left had gained a certain advantage, which was soon lost partly due to its
own mistakes.

2. The constitution of the right. Similar to the first phase, in which a rather fixed scheme
of the left-wing of the party system had been established, during the second phase the po-
litical right developed its own character. All of the relevant parties which today belong to
the right (except for the DEU), either originated in this period (such as ODS), clearly af-
firmed themselves for the first time (as with ODA and SPR-RSC), or identified themselves
with the right (KDU-CSL) even if only for strategic purposes. An exception can be made
for the KAN, whose importance had, however, deteriorated. The position that the individ-
ual subjects of the right adopted in relation to each other remained stable for nearly the
entire subsequent period.

3. Tracing the space at the center. Developments in the center of the political spectrum
were completely different from the above ones where, in contrast to the right, fluctuating
movements were an important formative element. During this period, a space was defined
in which parties and movements wishing to be considered as members of the political cen-
ter could be established. After the left and the right had achieved a stable position, the
realistic boundaries of parties at the center became clear. Besides the OH, which was cer-
tainly well situated at the center of the spectrum, it was difficult to find another party be-
longing to the center by its individuality rather than because the center was a residual
space, and the only one left for remaining political subjects.

The party system in the Czech Republic thus had a well-defined right and left after the
1992 parliamentary elections and a rather fixed-force distribution among the individual
subjects active in this space. It was lacking clearly defined subjects in the political center,
and it had a weak and unstable ideological background, and individual political parties
were only at the halfway point on the road to becoming standard European parties.

12.3 Stabilization of the system: June 1992 — June 1996

The period immediately following the elections was influenced by problems in relations
with Slovakia and the beginning of the dissolution of the Czechoslovak Federation. This
process had a double impact on the development of the party system. The first was exter-
nal, in the sense of a split within the party spectrum over the issue of maintaining or sepa-
rating the state. The second one was internal and related to the events inside the frame-
work of individual parties.

In the first case, parties were divided between those which stressed some positive results
of talks with the Slovak representation, and those preferring the very act of meeting and
talking, which corresponded roughly to the division between the coalition and the opposi-
tion. In the second case, problems in the dissolution of the state and the issue of Czecho-
Slovak relations were so predominant that all other activities had become for the time be-
ing secondary for individual parties and movements. However, the process of state separa-
tion itself and its final result remained without greater consequences for the further devel-
opment of the Czech party system, as it just confirmed the existence of conceptual differ-
ences between the individual subjects. The autonomous system of Czech parties, which
was in practical terms already in place, could thus be considered complete.
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The third phase of the Czech party system was characterized by several trends, of which
the most important include: 1. The integration and gradual weakening of the center, as the
individual subjects belonging to it unsuccessfully attempted to obtain relevant positions;
2. The expansion of CSSD policies, whereby it gradually filled in the hypothetical space
constrained on one side by KSCM and on the other by the diminishing center; 3. The
strengthening disharmony within the government coalition, which had weakened its capac-
ity for action and assisted, in the long run, certain changes in the location of certain parties
(mainly ODS and KDU-CSL) in the multi-dimensional party space, this aspect, however,
was less important than the previous two.

The development on the right was — with the exception of KDU-CSL, which we shall
describe later — no less revolutionary. This was particularly true of both ‘civic’ parties, the
mutual relations and positions of which were, at the end of the monitored period, practi-
cally the same as at the beginning. The evolution of these parties was also similar. Up
until 1995, ODS fulfilled the role of the leading party on the right; its position can be de-
scribed as a strong and stable one, despite the occasional objections made by its coalition
partners, accusing it of uncooperative and power-based politics. The slow but steady
downward trend of election preferences and repeated scandals, however, generated a need
for  self-reflection, for which  mainly  Minister of Foreign  Affairs
J. Zieleniec made calls already in 1995. It was largely due to his initiative that a long-term
program was prepared and accepted in its final form at the sixth party congress in Novem-
ber 1995.

The ODA had also undergone a similar development, in which the main topics were
communication within the party and its future political style. Internal discussions were
initiated by a parallel sequel of scandals concerning the party’s debt with the Credit and
Industry Bank, and alleged surveillance by the Security Information Service (BIS), which
was all very detrimental to the party. In contrast to ODS, where internal party disputes
were mainly based on conflicts of ideas among individual personalities, in ODA the con-
flict was between two wings of the party.

There were also conflicts within KDS. At the December 1993 Convention, the group
supporting 1. Pilip gained strength and called for a more dynamic and pragmatic policy
than that favored by the chairman V. Benda. Let us note, however, that in contrast to
ODA, this was not a conflict of programs and ideas, but rather an attempt to create
a more attractive image for the KDS. Despite the efforts by KDU-CSL to lure the KDS
over to its side at the beginning of 1995, a merger between KDS and ODS was finalized in
March 1996. However, there was an interesting prelude to this event.
A merger with the KAN, which was in preparation, had started to fall apart due to the in-
tention of the KDS to merge with ODS. A split into two separate camps of equal strength
occurred within the KAN, one favoring the merger with ODS and the other opposed to it
and in the end the merger did not occur.

In this area of the party spectrum, the most interesting development was in KDU-CSL.
In June 1992, its management had already resolved the residual disputes and expelled R.
Sacher, who later joined, together with the former party chairman J. Bartoncik, the newly
created but marginal Christian-Social Union (KSU). The tactics for the following period,
prescribed to members of KDU-CSL by Josef Lux, were based on the gradual building of
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an image of a non-conflictual and constructive approach to problems and as having no
internal disputes, in contrast with other parties. These tactics began to be fruitful at a time
when ODA and ODS became concerned with resolving their internal difficulties and as
their capacity to commit forces to other problems dwindled.

This occurred at the same time that CSSD began its rather dramatic ascent. At KDU-
CSL’s Brno Convention at the end of September and the beginning of October in 1995,
Josef Lux placed greater emphasis on the importance of a social-market economy and
presented the people’s party as a ‘calm force” on the Czech political scene. The beginning
of this shift into the actual (not only nominal) political center had become altogether real-
istic following the 1996 parliamentary elections, and entailed the gradual strengthening of
the coalition potential of KDU-CSL (Fiala, 1995 and 1997).

From the point of view of the political party system, the establishment of the Democrat-
ic Union (DEU) could have presented interesting changes, and which was officially regis-
tered in March 1994. But even in this party internal disputes soon emerged, and its impact
remained only very limited: according to Institute for Public Opinion, DEU’s election
preferences throughout its entire existence was at most 3 %.

Even the general development of the right during 1992-1996 can ultimately be charac-
terized as a modest shift towards the center. In the case of the people’s party this shift was
intentional, for the civic parties it was caused by the weakening of their political will in
general, and in the case of ODS, there was on top of this its gradual transformation into
the ‘catch-all’ party, which is usually characterized by centrist leanings (Box 12.3).

Box 12.3 Characteristics of ‘catch-all’ parties

Otto Kirchheimer was the first to describe the ‘catch-all’ party, characterized by the
following five conditions: 1. Drastic limitation of a party’s ideological burden;
2.Further strengthening of groups centered on individual leaders; 3. A drop in the im-
portance of individual party members; 4. Limitation on the emphasis on a concrete
class or religious group; and 5. Connection to a wide range of interest groups. To re-
alistically fulfill these conditions, a situation must appear in which ‘the mass integrat-
ing party, which is a product of a time when the boundaries between the classes were
firmer and Church activities more emphatic... is transformed into an all embracing
‘people’s’ party. It abandons the attempts for an intellectual and moral selection of the
masses; instead it turns more decisively to the voters as a whole and attempts to ex-
change the efficiency of its activity for yet a wider field of partisans and a faster elec-
tion success’ (Kirchheimer, 1990:5).

At the political center, a number of complex events had occurred. Immediately after the
1992 elections, problems emerged in LSU, where tension between the CSS (especially its
‘right” wing grouped around P. Hir§ and J. Vyvadil) and ZS, and also in HSD-SMS, where
the criticism of the chairman J. KryCer was growing. The separatist trends within the LSU
were finalized with its gradual transformation from a movement into
a political party. On the other hand, the ‘Moravian’ movement, which had occupied
a rather marginal position, was looking for a way to strengthen its position through its
transformation into a standard centrist party (specifically into CMSS in January 1994) and
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a subsequent merger with other subjects. These were in the end joined together, when the
CMSS, LSU and ZS established the CMUS coalition in December 1994, and in February
1996 was transformed into a party. The LSNS took another road, aiming at cooperation
with the governing coalition. After 1995, discussions were held about forming a closer
relationship with the Free Democrats (the transformed OH), ending in December 1995
with the establishment of a single subject bearing the name Free Democrats - Liberal Na-
tional Social Party (SD-LSNS).

In general, the development among subjects at the center can be divided into three parts.
The first one is linked to the transformation of the CSS into the LSNS and the dissolution
of the LSU movement. The second one concerns the changes into the ‘Moravian’ move-
ment and its relationship with the subjects formerly belonging to the LSU, and finally the
third is linked to the transformation of the OH into the SD and its subsequent merger with
the LSNS. However, this complex turn of events did not bring any particular benefit to the
participating parties. As far as the existence of the relevant subjects was concerned, the
space at the center was empty at that time.

The most important development occurred on the left, specifically within CSSD. As was
the case with the subjects at the center, CSSD had entered this period with various sub-
groups within it, which gradually formed two currents. The first consisted of the ‘old” So-
cial Democrats, who had renewed the party after November 1989, grouped around the
chairman J. Horak. The second current, including M. Zeman and P. Dostal, consisted
mostly of former OF members. But these groups were not unanimous in their opinions; for
example, M. Zeman’s current supported cooperation with the Communist Left Block, not
only against the will of J. Horak, but also that of P. Dostal.

In the period before the 26th Convention of CSSD in February 1993, there were already
three currents within this party: the ‘Rakovnik’ one, closest to the government coalition (J.
Paroubek), the ‘centrist’ one, including P. Buzkova, P. Novak and P. Dostal, and the ‘rad-
ical” one led by M. Zeman, which endorsed a confrontational stance in relations to the
government (Budovdani statii 2/1993:7). The election of a chairman in the absence of J.
Horak ended with M. Zeman’ s victory, which represented an important turn. The new
chairman associated himself with expansive trends directed towards the left, which had
already existed in CSSD during the era of his predecessor (see the case of the Revival
Club). It began with a populist type of politics with two goals: to increase its number of
voters and to suppress competition on the left of the political spectrum. The practical con-
sequence of his effort to obtain the strongest possible position on the left was to put pres-
sure on other subjects on the left as well as on the right of CSSD, which was made appar-
ent by both absorbing members of these subjects and their voters.

The CSSD was assisted in its efforts by the disintegrative trends on the extreme left
when, in connection with the strengthening of the ‘conservative’ wing of KSCM and its
later victory at the June 1993 convention (when M. Grebenicek replaced the pro-reform
J. Svoboda as chairman), the ‘reformists’ began splitting off. They founded two new par-
ties (the SDL and LB) and the subsequent activities of CSSD were focused mainly on
gaining their members (especially of SDL) and voters. Thus in the space between CSSD
and KSCM, two small subjects were established, which led to the shift of the KSCM to
the left margin of the political spectrum. The departure of several dissatisfied members
did not bring about much change for the KSCM, and its voters seemed to be satisfied with
the new leadership.
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The expansion of CSSD towards the political center was also visible in the revival of
the idea of the Realist Block in June 1993, joined by the LSU and KSU. Simultaneously, a
slow but relatively steady transfer of some personalities from the OH (or SD) to CSSD
had been going on. The decisive turn for CSSD occurred in the first half of 1995, when
Zeman’s tactics, together with the ‘civic’ parties problems contributed to
a sharp increase in support for CSSD, which almost doubled, exceeding 20 %. Shortly
before that (in November 1994) V. Grulich, on behalf of CSSD, made the first formal
offer to KDU-CSL to cooperate in the preparation of a ‘social-market economy’ model.
The CSSD was thus gradually gaining hegemony in the space between the KSCM and
KDU-CSL. Despite occasional expressions of disapproval by some members, M. Zeman
had built for himself a similar position inside the party.

During the third phase of its development, the party system in the Czech Republic un-
derwent a gradual clarification of the positions of individual subjects both in regard to the
standing of these subjects in the multi-dimensional space defined by Sartori (horizontal
refinement), and to their importance within the system of internal relationships (vertical
refinement). Similar to our description of the previous phases, even here it is possible to
emphasize some characteristic traits of the whole period, in particular the following two:

1. The integration and collapse of the center. During this period, political subjects at
the center of the spectrum had become more integrated after a long wait, but even this did
not strengthen them in any way. Even prior to the 1996 parliamentary elections, it was
obvious that no center parties had been clearly established there. In addition to the fact
that adepts themselves aiming at being labeled ‘center party’ were weak, this situation was
augmented by KDU-CSL’s steady movement towards the center. This party had gradually
acquired a real position in the center of the party spectrum and even began to function as a
centrist subject in certain aspects of its activities.

2. The establishment of European-type parties. Between 1992 and 1996, the external
picture of subjects on the Czech party scene began to change. Subjects conceived on
a status, national or other narrow principle had begun to lose support, while parties, which
approached the whole electoral spectrum, had faired better. The relevant political parties
or the parties with a significant coalition or blackmail potential (above all ODS, but also
CSSD had become more of a ‘catch-all” party) gained the character of non-selective par-
ties. Consequently, they abandoned their focus on the more narrow and better-defined
areas of social problems and voter groups that were typical for the initial period of the
development. The Czech party scene was also characterized by the total disappearance of
the form of political subject, which had been popular earlier — the political movement.

Shortly before the 1996 parliamentary elections, the party system in the Czech Republic
had all of the prerequisites to complete its basic stabilization and to enter the next phase in
which a shift in the power relations between parties replaced changes in the number and
character of the subjects. While it is not possible to classify the party system as moderate
or polarized pluralism, there is sufficient evidence to suggest that the aspects of moderate
pluralism were predominant. Due to certain features of the development of this system
during the third period (most importantly the above-mentioned shift of KDU-CSL towards
the center), it was not clear whether these characteristics would strengthen in the following
period or whether there would be a change towards polarized pluralism.
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12.4 Balancing of powers in the system: after the May 1996 elections

The elections to the Chamber of Deputies held on May 31 and June 1, 1996 represented
an important turning point in the development of the Czech party system. The elections
not only brought about a significant reduction in the number of the political subjects rep-
resented in Parliament, but also restored the association between the actual importance of
a political subject and its share in legislative power. In addition, these elections also de-
cided that those unsuccessful subjects who had not gained the necessary 5% would re-
main marginalized in the future and that their potential for growth would be very limited,
at least for the next election period. This is also witnessed by the fact that the majority of
unsuccessful political subjects have since been characterized by a continuous long-term
decrease in preferences. The exception was DZJ, which regularly earns about 3 % of votes
and to a certain extent even DEU, which has not earned enough support to receive finan-
cial contributions from the state (Table 12.4).

In addition to these consequences, the elections also brought a change in the system it-
self. The political parties that made it into the Chamber of Deputies entered an environ-
ment in which only six subjects, with roles, which were to a certain degree pre-defined,
would determine the limitations of the maneuvering space. Possibilities of strategic ad-
vances, which had been quite high in the previous election period, had closed significant-
ly. The system as a whole was now facing a situation where the ongoing changes were
only of a tactical character (with the possible exception of KDU-CSL).

Two other important changes in the system were linked to the election results, the first
concerning the KDU-CSL. Although it had already shifted significantly to the actual cen-
ter of the spectrum during the pre-election period, it unambiguously occupied this space
after the elections. This gave it a balanced coalition potential both in relation to the ‘civic
parties” as well as CSSD. In a certain sense KDU-CSL had earned the greatest coalition
potential on the Czech party scene, the second change was linked to CSSD. The loss of
the election battle with ODS confirmed its hitherto rather theoretical position as the alter-
native counterpart to ODS. On the other hand, CSSD gained a practical hegemony in the
space between the KSCM and KDU-CSL, due to the election failure of the ‘center’ parties
and other left subjects (with the exception of KSCM).

The development inside the six parties was limited during the months preceding the first
Senate elections as their position was either affirmed or strengthened by the elections,
with the exception of only occasional attempts at finding out how far one or another sub-
ject could go in this new situation. A typical example of such behavior were the reflec-
tions of Prime Minister Vaclav Klaus on prospective mergers by the right subjects or the
attacks of M. Zeman against ODS politics or against some of its members, who were
gradually gaining force. The elections to newly established Senate, which occurred during
two weekends in November 1996, did not have any significant impact on the shape of the
party system (this was also due to the character of the Senate in general).
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Table 12.4 Results of elections to the Chamber of Deputies in 1996 (%)

Party Votes Mandates
Civic Democratic Party (ODS) 29.62 34.0
Czech Social Democratic Party (CSSD) 26.44 30.5
Communist Party of Bohemia and Moravia (KSCM) 10.33 11.0
Christian-Democratic Union — Czechoslovak People’s Party

(KDU-CSL) 8.08 9.0
Association for the Republic - Republican Party of Czechoslo-

vakia (SPR-RSC) 8.01 9.0
Civic Democratic Alliance (ODA) 6.36 6.5
Pensioners for Life Guarantees (DZJ) 3.09 -
Democratic Union (DEU) 2.80 -
Free Democrats - Liberal National Social Party (SD-LSNS) 2.05 -
Left Block (LB) 1.40 -
Independents 0.50 -
Czech-Moravian Centre Union (CMUS) 0.45 -
Movement of Autonomous Moravia and Silesia (HSMS-MNS;j) 0.42 -
Moravian National Party (MNS-HSMS) 0.27 -
Party of the Democratic Left (SDL) 0.13 -
Czech Right (CP) 0.05 -
Total 100.00 100.0

Source: Election results 1996, CSO.

In 1997, developments occurred which would significantly influence the position and
importance of the majority of subjects on the party scene. Worth mentioning from the first
half of the year is the exchange of positions by the strongest two parties. According to
election preferences indicated in opinion polls, ODS and CSSD had switched places at the
beginning of spring 1997, and the margin CSSD’s lead gradually increased to 6-9 %.
Much more pronounced changes occurred in the fall of 1997 and continued into 1998,
which completely altered the right-wing of the party spectrum. Prolonged financial scan-
dals, already plaguing ODS since 1995 (hiding donations by sponsors behind the fictional
donors), led to an internal party crisis which later evolved into a governmental crisis.
These events had three serious impacts on the development of the party system:

1. A split in ODS caused by personal, political and moral priorities of both rank and file
members and party leaders. The result was on the one hand a visible weakening of ODS
among voters (according to Institute for Public Opinion, its support dropped to 10 %,
however soon after it started to climb to between 12 % and 15 %). On the other hand, it
also caused a certain consolidation within the party around V. Klaus after the departure of
a number of its members.

2. The establishment of the Freedom Union (US) made up of former ODS members and
fresh individuals that had been outside of politics. Although it was not clear at the begin-
ning what position this party would occupy in the framework of the party spectrum, it was
soon apparent that it would most likely be a liberal-conservative subject attempting to
appeal to voters by stressing the role of ethics in politics and society. Soon after its estab-
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lishment, US had already gained rather substantial support from voters (according to Insti-
tute for Public Opinion surveys 12 —13 %).

3. The formation of US also significantly influenced the position of KDU-CSL, which
up to then represented a ‘substitute’ alternative for right voters who were unwilling to
support either of the ‘civic’ parties. This role was taken over by US immediately after its
formation, which was reflected in a significant drop in support for KDU-CSL (from 10—
12 % down to 7-8 %). While this drop had no impact on the coalition potential of KDU-
CSL, it nevertheless represented an obvious sign that their position as the party which
‘strikes the balance’ could in certain circumstances be jeopardized.

The scandal which caused the break-up of ODS also had an impact on the situation in
ODA. The internal problems of the alliance, where two groups had been fighting against
each other since spring 1997, were not resolved even after the election of J. Skalicky as
the party chairman. The temporary suppression of these problems ended when the finan-
cial audit of the party, initiated by Skalicky, uncovered irregularities similar to those
which had destabilized ODS not long before. Some of the members of the right faction,
grouped around Ivan Masek, left ODA and established the marginal Party of Conservative
Contract. The majority of the leading representatives had gradually left and the party itself
ceased to exist as a significant subject (its preferences have dropped to 1 %). The appear-
ance of US contributed to ODA’s retreat from important political positions. Whereas
KDU-CSL suffered only a nominal drop in voters as a result of the establishment of US,
ODA (perpetually struggling with the instability of its voters and their weak relationship
to the party) saw the loss of the remaining support of its voters, accompanied by internal
crisis.

It is remarkable that the difficulties which both civic parties and even the entire political
right were facing did not in any way strengthen the position of CSSD. The disintegration
of the right should have theoretically strengthened CSSD’s position, but nevertheless in
spring of 1998 it experienced a drop in the number of supporters. We can assume that
CSSD in continuing with its policy of incessant criticism, due largely to its leader, this
time was distracted in aiming at the newly formed US instead of utilizing the right’s diffi-
culties in a more constructive manner. This policy, alongside the fact that even CSSD was
itself unable to avoid scandals, was likely the cause of the loss support. But the subsequent
elections showed that voters interpreted all of this as a clash between the right and left,
and that actual party scandals had basically no impact on their decisions.

12.5 Conclusion

The results of the June 1998 elections to the Chamber of Deputies have indeed brought
some changes, but none of which might be described as a change of the system as
a whole. As Table 12.5 shows, the bipolarity of the system remained intact, with ODS on
the right and CSSD on the left. The KSCM has maintained its extreme left character de-
spite attempts at change. Such attempts found a response in the proposals of CSSD to give
the KSCM some representative function in Parliament and in the willingness of President
Vaclav Havel to meet the representatives of this party under certain circumstances. Over-
all KDU-CSL had maintained its previous position at the center of the political system.
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Not even SPR-RSC’s failure in the elections could be considered as a change in the sys-
tem, despite the fact that this failure certainly widened the space for maneuver for the sub-
jects which made it into Parliament, theoretically making the formation of viable coali-
tions easier. From the system perspective, the absence of ODA and the newfound repre-
sentation in Parliament by US may be considered even less significant. It is likely that US
will take over the same position which belonged to ODA, so that the system as a whole
will continue to work without any change.

Table 12.5 Results of elections to the Chamber of Deputies in 1998 (%0)

Party Votes Seats
Czech Social Democratic Party (CSSD) 32.31 37.0
Civic Democratic Party (ODS) 27.74 315
Communist Party of Bohemia and Moravia (KSCM) 11.03 12.0
Christian and Democratic Union - Czechoslovak People’s Party

(KDU-CSL) 9.00 10.0
Freedom union (US) 8.60 9.5
Association for the Republic - Republican Party of Czechoslo-

vakia (SPR-RSC) 3.90 -
Pensioners for Life Guarantees (DZJ) 3.06 -
Democratic Union (DEU) 1.45 -
Green Party (S2) 1.12 -
Independents 0.87 -
Moravian Democratic Party (MDS) 0.37 -
Czech National Social Party (CSNS) 0.29 -
Civic Coalition — Political Club (OK-PK) 0.25 -
Total 100.00 100.0

Source: Election results 1998, CSO.

The short time that has elapsed since the elections does not allow for further analysis.
However, one aspect, which could in theory lead to some change in the political system
might be mentioned. In the eventuality that the so-called opposition agreement signed
between ODS and CSSD led to either constitutional change or the introduction of
a kind of majority electoral system (which would be an acceptable alternative for leaders
of both parties), or if the consequence were to be an attempt by these two subjects to mo-
nopolize power on the political scene through some kind of ‘cartel” agreement, there could
be substantial changes in the functioning of the system and important changes in the sys-
tem as a whole.

Another important development, which could potentially change the Czech political
scene, is the integration of the moderate center and right parties, which has begun to occur
recently. Before the Senate elections in 1998, the so-called Four Coalition consisted of
KDU-CSL, DEU, ODA, and US. The programs of these individual subjects are, however,
rather different. The KDU-CSL is aiming at a politics of the ‘right center’, US is present-
ing itself as the rightist party of a ‘new kind’, the DEU has up to now only been concerned
with anti-communist issues and the ethical dimension of politics, and ODA has shaped
itself as a conservative-liberal party of an Anglo-Saxon type. These four coalition parties
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also have a largely dissimilar membership (numerically and socially), which would be an
obstacle to further integration. In the event of the introduction of a majoritarian electoral
system, or the in case of a significant modification of proportional representation, some
sort of functional cooperation among them will become necessary.

At present, the party system in the Czech Republic has an ambivalent shape. On the one
hand, from the point of view of the ‘location’ of the subjects on the left-right axis it is al-
ready established. But on the other hand, despite the fact that the 1998 election results
have made the situation much more clear, neither the strength of the relevant subjects nor
the intensity of their mutual relationships are known. Furthermore, it is becoming apparent
that although significant chances of change in the distribution of power are not likely, it is
possible to foresee a replacement of one type of subject with another. In theory it is also
possible  that more analogous subjects could begin  functioning in
a particular space. We must also not forget that clashes within CSSD became stronger in
1997 and 1998, which raise the possibility of a potential split.

In general, it is possible to outline several attributes of the Czech party system: 1. The
existence of only four parties with the potential of forming a coalition and at the same
time each uncompromisingly enforcing its own policies (ODS, KDU-CSL, CSSD, and US
replacing ODA); 2. The centripetal trends of these parties linked to tougher competition in
the struggle for undecided voters, and 3. The relatively stable distribution of power be-
tween the left and right. As for the parties that did not make it into Parliament, we could
say (with the probable exception of DZJ) that any further development in the future would
depend upon their success at the regional level.
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Conclusion: the challenges and pitfalls of
the transformation

Typically, the development of a society is described in terms of specific milestones. In its
original Czech version published in 1998, this report shared the number ‘8’ with several
other important dates in the 20th century Czech history. The Czech state in its modern
democratic form was first founded in 1918 and then dissolved in 1938. In 1948, the
Communist Party took the power, and in 1968, Soviet tanks once again blocked Czecho-
slovak reforms. If the next year of hopes — 1988 — was wasted, the ‘Velvet Revolution’
came a year later, bringing many changes and — even more — expectations. Regarding
1998, we can not yet tell to what degree the country’s history will be affected by last elec-
tions results and ensuing political stalemate caused by the ‘Opposition Treaty’ between
leading parties of the political left and right.

As political history proceeds from one milestone to another, society lacks any funda-
mental dividing lines. Although society responds to both politics and economy, it evolves
relatively independently of both; it develops at a slower rate, has richer sources, and func-
tions more diversely. Therefore, to be able to grasp and to understand the development of
the society is far more complex than to determine elections results or the economic cycle.
What 1998 means for Czech politics and economy, does not mean the same thing for the
society. Rather, it will remain only one of many years of its transformation during which
Czechs are invited and forced to adapt to new modes of thinking, choosing and acting.

In this report, there has been an emphasis on developmental trends and gradual changes
over time. If there is a start and an end when speaking of political and economic trends,
the process of societal transformation never ceases and is without any clear beginning or
ending. While it is possible to define a limited set of indicators of change for political or
economic fields, it is nearly impossible to decide which are the primary indicators in soci-
ological terms. Even entire sets of social indicators are insufficient to describe the society
as a whole, and for certain phenomena (e.g. ethics) the relevant indicators are lacking. It is
also true that the value of such indicators may be confirmed only in the context of a cer-
tain approach that focuses upon a single aspect of a society, i.e. social structure, economic
inequalities, the state of institutions, or more comprehensively, civic society.

If we look at Czech society in light of the transformation, it is clear that we are inter-
preting the implemented and ongoing changes through the lenses of the market and de-
mocracy. In November 1989 and the period immediately following it, there was no more
important issue than a return to standard Western civilization boasting a functioning dem-
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ocratic system and an efficient market economy. By means of spontaneous demonstra-
tions, the Czech people manifested their defiance of the totalitarian regime and command
economy as well as a determination to prevent any control over civic and economic life.
Market and democracy, as expressions of human freedom in the economic and political
spheres, became the principal issues of new political subjects and guided the work of in-
tellectuals paving the path of the transformation.

It is not sure to what extent were the market and democracy taken as real challenges, it
means as objectives that are difficult to attain and necessitate full engagement and sacri-
fices of individuals. Or to what extent they were taken as a given, as gifts of the changing
times, or as rewards for previous suffering. During the first reform years, it may have
seemed that the Czech people had re-established a standard environment for social and
economic life that they had been deprived of during the communist regime. Upon the col-
lapse of the communist regime, there was nothing that could stand in the way of the mar-
ket and democracy to reviving and invigorating the people. It was presumed that the dem-
ocratic habits and market behavior are intrinsic to human beings, particularly within na-
tion with deep capitalist roots.

Nevertheless, challenges do not tend to be innocent. They hide pitfalls which can occur
suddenly when there is a rapid change rather than over a period of gradual development.
Both the market and democracy are fragile human creations, dependent upon individuals
who are far from infallible. It is illusion to think that they are given matrices able to re-
shape human behavior. In contrast, smooth functioning of both democracy and market is
dependent on many requirements and prerequisites, primarily on the value and moral envi-
ronment in which they operate. In the end, this environment will be the deciding factor for
how well they serve and whether or not they will be abused.

The possibility of abuse in an institutionally insufficient and morally corrupted envi-
ronment represents the greatest trap for both democracy and the market. The promotion of
particular or personal interests, mainly by means of populist propaganda or media manipu-
lation can readily destroy democracy. More often power comes from a pre-existing power
and the democratic mechanism often serves only to help legitimate and camouflage their
conversion. Nor the market is an embodiment of innocence, as its most natural tendency is
to establish a monopoly, and to push out other participants thus dictating its conditions.
Who would resist the temptation of using the market against other people, if rules or en-
forced order do not stifle such endeavors?

Whether we take democracy and the market separately or consider their intersection (far
from natural and harmonious), or whether we take any ‘proven’ instrument, mechanism or
institution, the surrounding society penetrates them and fills them with its own content, it
means with people who are at hand. The selection of people who take up their new roles is
usually less determined by their skills necessary for specific positions than by the degree
of their involvement and effort. Thus, it is not a purposeful normative selection, but a
competition without transparent rules. In particular, if ‘social capital’ accumulated during
the communist regime prevails, the competition becomes largely unfair. During the mo-
ments of national unity of 1989-1990, it seemed as though the Czech people had nearly
forgotten their habits and particular interests — but the ‘society’ began manifest its struc-
tured interests and to exercise its rights soon.
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Theoreticians of democracy and the market — similar to their practitioners — view socie-
ty in a simplified mode since they usually perceive citizens and social actors in a schemat-
ic and undifferentiated way. It cannot be otherwise, because it is impossible to embrace
the endless complexity of a society, and because understanding always lags behind politi-
cal events. Politics cannot wait for research to reach its conclusions. It was necessary to
begin reform without any thorough consideration of the breadth of its possible conse-
quences. Moreover, if such prior consideration had been possible, how much of it could
have been implemented at that time with the use of the available tools? Thus it is not only
more convenient but in the end also inevitable that some work has to be left to the ‘socie-
ty’ and at the same time to run the risk of modifying not only the concept of reform but
possibly even its content and direction.

While involuntary ignorance can be excused, voluntary or even intentional ignorance
cannot be. Knowledge on society under the communist regime was limited since it was
subject to dogmas and was purposefully biased. The transformation revealed large gaps in
information concerning the past as well as the current state of the country. Even if some-
one had been interested in it at that time, social science would have been hardly capable of
describing the subject of interest well enough, from the point of view of the entire struc-
ture of interaction between the population and institutions. Unintentionally, the social sci-
ences left the architects of the reform and citizens with many illusions and few warnings;
for example, about threats ensuing from frequent predatory habits formed by the com-
munist regime or about population’s strong identification with social security.

The most powerful theory of the post-communist transformation has undoubtedly been
path dependency, in other words dependency upon the prior development. This theory,
expanding the concept of transaction costs, highlights the strength of the continuity in so-
cial development, the onerous legacy of the past, and of the illusion that it is possible to
change from one regime to another like changing trains. In the opinion of some of its ex-
perts, the deified market had in fact such formative capacities, but social reality revealed
something different. For this reason, it is important to be aware of the development of
inertia and to be familiar with the roots of society today, when aiming to create more real-
istic policies. Such policies set more modest but attainable objectives, in contrast to ver-
bose politics, which set unattainable objectives while actually pursuing other covert or
even unintended aims.

As mentioned at the beginning of this book, the selection and sequence of individual
chapters was to a large extent determined by the application of the concept of society as
an active entity, rather than as a suffering organism in need of control from the state. We
had originally titled this volume Social Report, as in the West such a title suggests
a standard report about society and its current development. However, in the Czech lan-
guage it would imply a description of the situation of pensioners, families with children,
and of all categories of the population in need, in addition to other social problems. Even
though we do not neglect such issues completely (see the analysis of unemployment in
Chapter 1 or of redistribution in Chapter 6) they are approached in the context of a society
as an active whole which reproduces itself from its own resources.

This approach, however, involves an implicit criticism of how the transformation was
tackled in the Czech Republic, i.e. from the macroeconomic standpoint and in a rather
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schematic way. If macroeconomic indicators are favorable, why are there problems ‘down
below’? A stabilized economy will surely sooner or later develop its own rules and ethics
and will soar up from ‘the bottom’, from a countless number of rational players in pursuit
of their own interests who do need not the guidance of ‘social engineers’. The new regime
economists remain bedeviled by old Marxist phrases about ‘base and superstructure’, ac-
cording to which economic relations dictate (in the end) laws and ethics, and Hegel’s idea
of the ‘iron laws of history’ which wins recognition irrespective of the will and readiness
of its participants. Today the dismantling of the command economy and the totalitarian
regime should suffice to allow people to build a capitalist paradise through their own
spontaneous activities in the same way as the nationalization of factories was considered
as sufficient to enable masses to build communism.

Rejecting one scheme does not mean that we want to replace it with another seemingly
superior one. Our objective here has been to adopt a less schematic approach. Social
change uses many diverse resources: the work of individuals and their entrepreneurial
spirit, skills, and education, but also activity of families, representing the very base of the
mankind. The first part of this report deals with these particular resources. Socio-
economic change affects each person differently, according to their position in the social
structure, amount of family assets and personal values. The second part of the report thus
focuses on social stratification, the movement of people in social space, and the role of the
state in balancing disparities. Political interests and behavior stem from concrete situations
and the social position of people; however, politics remains to be an ideological arena.
Changes in the areas mentioned above are described in the third part of this report.

The primary ambition of such social reports should be to highlight situation in and rela-
tions between various areas of social life. Similar to any other comprehensive change,
societal transformation is the interplay and intersection of many spheres. Traditionally, the
division follows individual social sciences, distinguishing political, economic and social
fields, and — where appropriate — also legal, environmental, and demographic areas. How-
ever, all these spheres are very closely linked, which implies momentous challenges and
dangerous pitfalls. For example, one substantial challenge is to free up business activities
and to loosen all regulations. Instead of healthy competition, this might lead to the control
of particular arenas by the most powerful players, those who have mapped them out in the
past and who find the market as a useful means to establish an oligopoly. However, it is
difficult to say which boundary conceals bigger pitfalls — whether it is the mutual penetra-
tion of politics and economy, the friction between political and social spheres, or tensions
between economic and environmental issues.

Compared to the economy, whose performance can be relatively accurately expressed in
terms of product or profit, or compared to politics, where we can apply terms of hierar-
chical functions and division of power, society seems to be a rather intangible entity. Its
fluid character even causes some people to believe that society consists of only individual
citizens and their mechanical or interest groups. At the same time, however, they would
have to admit that every individual carries in oneself a certain societal ethos and respects
external behavioral impulses, as well as certain limits. We must also admit that there is
also something more that has persisted despite the evidence regarding the massification
and atomization of modern society; it is precisely society as a structured entity, as a field
of differentiated interests, and as a socially differentiated community.
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It is clear that the notion of social strata to describe societal structure has departed from
its original meaning of geological strata. In some cases we cannot clearly identify which
individuals enjoy a socially higher position and who a lower one (e.g. whether
a professional in the public sector or a freelance on the same professional level). This ter-
minology only helps us to visualize society as more than a monolithic mass (which corre-
sponds to the communist ideology). Interaction between social strata, pursuing diverse
interests and acquiring different shares of the national wealth and political power, is an
important engine for social movement. Regional differences also play a very dynamic
role, and we are aware of the specific functions of gender and generational differentiation,
although sufficient attention to these issues was not paid in this report.

Nonetheless, we consider the perspective of the middle class to play a key role in the
transformation process. It is called the ‘middle’ not because it finds itself in the middle of
society, thus representing an average of diverse values. Rather, this label stems from the
seemingly unreconcilable conflict between labor and capital. According to Marx, such a
conflict should have led to the elimination of the middle class and society would be divid-
ed into a bourgeoisie and proletariat until a socialist revolution instigated by the oppressed
masses. The political bureaucracy of the ‘really existing socialism’ attempted to establish
what ‘history’ failed to do. But even the repressive policy of the totalitarian regime did not
complete the work of this destruction and society remained differentiated, although to a
limited extent and in a distorted form. The renewal of the market and democracy stirred
expectations for the rebirth of the middle class.

At the end of the millennium, the role of the middle class is not only attenuate the con-
flict between labor and capital, it also finds itself in the center of dynamic processes,
which are unthinkable from the modern period. Some of these processes include the in-
formation revolution, a boom in education and communication flows defining the new
dominance of production and distribution of symbolic values over traditional material
assets. The bustling speed of this development also goes hand in hand with the undimin-
ished importance of innovations and their architects — entrepreneurs, or better, active peo-
ple in Joseph Schumpeter’s classical view. Entrepreneurs and professionals are typical
representatives of the re-born middle class. Their position in the center of social dynamics
should be reflected in their income and life-style, however the quantitative ‘statistical’
definition is insufficient.

Sociologists are often asked who represents the middle class and how many, which of
course is deserving of a conditional answer. We claim that to be a member of a certain
class is not solely determined by occupation or income, especially if they are taken out of
the appropriate context. The key position of the middle class in the transformation is that
it should give the entire society the character of a middle-class society. There are practi-
cally unlimited possibilities for the strata to expand, since ultimately it not only depends
on how an individual places oneself on the social ladder and within societal space, but
particularly on their life opportunities. Here, the subjective dominates the objective, simi-
larly to the value of material assets or services, where their subjective value for the con-
sumer is more important than objective production costs.
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Thus, the formation of the middle class represents both the greatest challenge and pit-
fall, and at the same time is the most sensitive measure of the transformation. It is a silent
challenge since it does not have any concrete objective. It is more a derivative of other
tasks — to establish equal opportunities for entrepreneurs, to utilize one’s education and
ensure return to investments, to pay according to performance, to limit redistribution to
a minimum, and so forth. Generally speaking, what is beneficial to society as a whole — to
its economic development and social dynamics — contributes to the formation of the mid-
dle class and the expansion of their life-style and working habits. Ultimately, it is self-
evident, if we remember that the middle class is the best representative of innovative and
modernizing social trends.

Nevertheless, since November 1989 the middle class in this respect have been cornered
and the transformation has so far failed to meet its expectations. Simply, instead of the
unequivocal establishment of the new criterion of production (multiplication of the na-
tional wealth over the long-term), the previously governing criterion of redistribution was
paradoxically strengthened again. If considering large-scale privatization in the past, it
consisted of a harried redistribution of national property into the hands of old-regime and
new-regime redistributors. The purpose of the subsequent flow of capital between the
state, banks and companies was to maintain the status quo rather than to cut old ties and
create a business sphere governed independently from the state. Instead of capitalizing on
new money, there was an outflow of a substantial part of the little capital left following
communist management of the economy.

Although the amount of government spending in GDP has been gradually decreasing,
the high taxation of entrepreneurs has not substantially changed. Even though real wages
have increased slightly since the first recession, the position of professionals in public
administration has changed very little. This is only inadequate evidence of the problematic
dynamics of the ‘old’ and ‘new’ middle class in the transformation, apart from many oth-
er, much subtler ones. The state has been increasingly successful in supporting labor
hoarding and ‘social employment’ and in providing protection to the poor. The opposite
has been true in unburdening those who are the indispensable bearers of social dynamics
and who can guarantee the entrance of the Czech Republic into the family of West Euro-
pean countries. At the same time, the state has shown a dangerously high tolerance of the
illegal accumulation of property and has allowed the creation of an unproductive stratum
of nouveaux riches. Both tendencies have harmed the interests of the middle class as well
as the long-term interests of the society.

A middle-class society is an active and productive society, which creates material or
symbolic assets, and thus is neither parasitic nor redistributive. It opposes to self-
strengthening redistribution, which fosters a lack of incentives, demotivation and overall
shrinkage of funds to be redistributed, resulting eventually in a limited amount of all re-
sources. Moreover, a middle-class society is a society of law and order and a particular
life-style, not merely an economic society in which the primary competition is over-
consumption. A consumer society eventually consumes itself. Both of these interpretations
represent a pitfall for the middle class. Unfortunately, if the middle class becomes trapped,
society as a whole will be suffocated as well.
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In consideration of all of these challenges and pitfalls, we must not overlook ourselves.
This report has served as a challenge to overstep borders between disciplines, to monitor
interactions, and to grasp key social issues more comprehensively. Perhaps we have our-
selves been caught in a trap of excessively high ambitions projected in a very short period.
Thus, this book should serve as a challenge for future authors of such social reports on
Czech society, which will undoubtedly be more knowledgeable, comprehensive, and lu-
cid.
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Appendices



Main political events in the Czech Republic after 1989

December 1989: Vaclav Havel is elected the President of Czechoslovakia for the period
ending by the first free parliamentary elections.

June 1990: first post-communist elections both to the federal and national assemblies, the
winning coalition of OF, VPN and KDH forms the federal government (Prime
Minister Marian Calfa).

July 1990: the newly elected Parliament re-elected Vaclav Havel to the presidency for
the period of two years.

June 1992: general elections both to the federal and national assemblies: the winning and
government parties in the Czech part of the federation are ODS, ODA, KDU-
CSL and KDS (Prime Minister Vaclav Klaus) and in Slovakia HZDS (Prime
Minister Vladimir Meciar). Temporary federal government is headed by Jan
Strasky.

July 1992: President Vaclav Havel abdicates.

Late summer and fall 1992: negotiations on the future form of Czechoslovak federation,
finally the agreement about separation of Czechoslovakia in two independent
states — the Czech Republic and the Slovak Republic.

December 1992: the new Constitution of the Czech Republic approved by the Czech Na-
tional Council.

January 1993: the Czech Republic is established, the former national assembly (the Czech
National Council) is transformed into the Chamber of Deputies of the Czech Par-
liament.

January 1993: Vaclav Havel is elected the first President of the independent Czech Re-
public.

June 1996: after the general elections, the minority cabinet of Vaclav Klaus is formed
(coalition parties are ODS, KDU-CSL, and ODA).

November 1996: first elections to the Senate of the Czech Parliament.

Fall 1997: culmination of a series of scandals linked financing of the ODS led to resigna-
tion of Vaclav Klaus and his government.

January 1998: a new cabinet with a narrow support in the parliament is established (Prime
Minister Josef ToSovsky).

January 1998: Vaclav Havel is elected the Czech President for the second term.

June 1998: Social Democrats win irregular elections and form a minority cabinet support-
ed by ODS following to an ‘Opposition Treaty’ between CSSD and ODS.

March 1999: the Czech Republic becomes a member of NATO.
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A. Demographic development in Central and Eastern Europe

Table A1 Median state of the population (millions)

Country 1985 1990 1991 1992 1993 1994 1995 1996
Czech Republic 10.3 103 103 103 10.3 103 103 103
Hungary 10.6 104 104 103 10.3 10.3 103 103
Poland 37.2 381 382 384 38.5 385 39.0 386
Slovakia 51 5.3 5.3 5.3 5.3 5.4 5.4 5.4
Slovenia 1.9 2.0 2.0 2.0 2.0 2.0 2.0 2.0
Netherlands 14.5 150 151 152 15.3 154 155 156
Austria 7.6 7.7 7.8 8.0 8.0 8.1 8.1 8.1

Sources for all tables: Pavlik and Kucera, 1994-1997; Pohyb obyvatelstva, 1989-1996;
Kucera and Fialova, 1996, Demograficka prirucka, 1996.

The development in the number of citizens in any country is determined above all by
a natural population change, i.e. that people are born and die. Population is also affected
by international migration. The population of the Czech Republic has been relatively sta-
ble since the beginning of the 1980s, estimated at around 10.3 million. With 1.3 % of the
European population, the Czech Republic ranks among medium-sized European countries.
Since 1994, the Czech population has experienced a slight decline due to the fact that the
number of deaths has exceeded the number of births. Generally speaking, for advanced
countries (Austria and the Netherlands are used as examples in this article) the rate of nat-
ural population growth is rather low, which results from long-term low birth rates.

The fact that the rate of natural increase in Western Europe has not fallen below zero (as
is currently the case in the Czech Republic, Hungary and Slovenia) is due to favorable
mortality rates and the continuous increase in life expectancy. Conversely, the rather nega-
tive natural increase in Hungary has been caused, together with the low birth rate, by its
unfavorable mortality figures. Of all post-communist countries, only the Czech Republic
and Slovenia have relatively low death rates, where the negative natural increase without
doubt may be attributed to low birth rates. However, a negative level of natural increase
does not necessarily mean a reduction in the population. Loss through natural population
change might be compensated for by immigration.

Zero population growth or even slight population decline by itself (provided substantial
emigration or high mortality rates do not cause it) does not serve as a significant demo-
graphic indicator. As emphasized in demographic textbooks — a negative natural increase
conveys little about reproduction levels or even the quality of life in a given country. Pop-
ulation growth or loss always reflects a particular age structure and particular birth and
death rates. Therefore, more demographic indicators are necessary to describe the specific
situation in a given country and to make international comparisons.
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Table A2 Mean age of women at first marriage (years)

Country 1985 1990 1991 1992 1993 1994 1995 1996
Czech Republic 216 214 215 217 219 222 246 249
Hungary 213 215 215 216 217 220 222 -

Poland 226 227 228 222 219 220 220" -

Slovakia 228 219 210 211 211 213 217 216
Slovenia 213 236 239 241 245 - 254 254
Netherlands 244 259 263 266 269 - 274 276
Austria 240 251 254 257 260 26.3 - 26.9

m = age median

The total number of children born in a specific calendar year and the number of children
born to individual women depend in many countries on the age at which young people
(women in particular) get married. It also depends on the proportion of those who stay
single, since in many European countries most children are not born until after the couple
is married. Generally speaking, the more people marry and the lower the mean age at mar-
riage, the higher are the fertility indicators — a longer time spent in marriage extends the
scope of time when conception and births can occur. Up to the very end of the 1980s, the
marriage rate was so high in the Czech Republic that basically all Czech women (96 %)
got married during their lifetime and nearly all Czech men married at least once (90 %).
The proportion of single, twenty year-old women stayed at around 55-57 % throughout
the 1980s, indicating that close to half of all young women were married by the age of
twenty. This corresponds with the mean age of Czech women at marriage that was 21.6
years in 1985 and 21.4 in 1990. The pattern in other communist countries was similar,
where Hungary in particular closely resembled the Czech development.

Following the political changes in 1989, marriage rates in all these countries dropped
significantly. For a variety of reasons, young people have started postponing their wed-
dings, choosing for the time being to stay single. For example, in 1997 83 % of Czech
women at age twenty were single, compared to 57 % in 1989. The mean age at first mar-
riage is projected to start increasing at an even more dynamic pace than it has thus far. For
the present, its values are still relatively low compared with Western countries. One of the
possible explanations is purely arithmetic: the mean age at first marriage reflects only
those marriages occurring in a given calendar year. In the Czech population there is cur-
rently a relatively large number of young women over 25 who are postponing marriage.
As soon as these women begin to get married, their age will affect the calculation of the
mean values, so that the mean age at first marriage is highly likely to increase relatively
soon to an approximate 27-28 years, which is common in Western Europe. At present,
interpreting marriage indicators requires a great deal of caution since their levels are dis-
torted by current changes in Czech demographic behavior.
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Table A3 Total fertility rate (children per woman)

Country 1985 1990 1991 1992 1993 1994 1995 1996
Czech Republic 1.95 1.89 1.84 1.70 1.66 1.44 1.28 1.18
Hungary 1.83 1.87 1.88 1.78 1.69 1.65 1.57 1.46
Poland 233 204 205 1.93 1.85 1.80 1.61 1.60
Slovakia 225 209 204 1.98 1.92 1.66 1.52 1.47
Slovenia 1.72 1.48 1.42 134 134 1.32 1.29 1.28
Netherlands 151 1.63 1.61 1.60 1.59 1.57 154 153
Austria 1.47 1.46 1.50 1.49 1.48 1.44 140 142

The total fertility rate is at present a closely watched demographic indicator. It repre-
sents the average number of children that would be born alive to a woman during her life-
time, provided that the fertility rate remained the same as it was in the year when the indi-
cator was calculated.

At the turn of the 1980s and the 1990s, fertility rates in communist countries except for
Slovenia were certainly relatively high, approximating or even exceeding 2.1 children per
woman. The fertility level of 2.1 is considered to secure the replacement of the parents
and thus the reproduction of the population. In advanced countries, the total fertility rate
has been relatively low for a long time, ranging from 1.4 to 1.7 children per woman, re-
maining more or less stable. In terms of fertility trends, stability is very desirable as it pre-
vents population waves in the age structure of a nation, which tend to result in economic
and social problems. The population pyramids of Austria and the Czech Republic illus-
trate the difference between a balanced and an unbalanced age structure. The projected
increase in total fertility rate in the Czech Republic from the current 1.18 children per
woman to about 1.5, which represents the standard in Western Europe, will further distort
the shape the Czech population pyramid.
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Table A4 lllegitimacy rate (births out of wedlock per 100 live births)

Country 1985 1990 1991 1992 1993 1994 1995 1996
Czech Republic 7.3 8.6 9.8 10.7 12.7 14.6 15.6 16.9
Hungary 9.2 13.1 141 15.6 17.6 194  20.7 226
Poland 5.0 6.2 6.7 7.2 8.2 9.0 9.5 102
Slovakia 5.7 7.6 8.9 9.7 10.6 11.7 - 14.0
Slovenia 19.1 245 264 277 28.0 288 - 31.8
Netherlands 8.3 114 12.0 12.4 13.1 - 143 16.9
Austria 224 236 248 252 26.2  26.8 - 28.0

As mentioned earlier in the article, the majority of children are born to married couples.
Data show that the proportion of children born outside formal marriage has steadily in-
creased in most European countries. High illegitimacy rates in Austria, Slovenia, and
Hungary are very likely to reflect the growing popularity of so-called unmarried cohabita-
tion, where two partners of the opposite sex live together and share a household without
being legally married. In Scandinavian countries, where unmarried cohabitation is com-
mon, the percentage of children born outside marriage is around 50 %. The highest figures
have been recorded in Iceland (61 %), Sweden (59 %) and Norway (48 %), and the lowest
in Greece (3 %). With respect to the proportion of illegitimate children, the Czech Repub-
lic is within the European average, however it follows a similar trend as the Netherlands.
Between 1996 and 1997, the proportion of children born outside marriage in the Czech
Republic further increased to 18 %. Most illegitimate children are born to women in the
25-29 age group.

The fact that children are born outside marriage does not necessarily indicate that
a single parent brings them up. In many countries, these children are often born to partners
who live together and who subsequently tend to eventually marry. Such a pattern has so
far been rather rare in the Czech Republic. Should an unmarried woman become pregnant,
the couple traditionally gets married before the child is born, as is reflected in a relatively
stable and considerably high proportion of children born within the first eight months of
marriage. Not until 1996 did this proportion drop below 50 %.

Life expectancy at birth represents the average number of years which a new-born boy
(girl) could be expected to live provided that the mortality rates experienced in the calen-
dar year of the child’s birth do not change during his/her lifetime. Life expectancy is an
important demographic indicator considered also being a concentrated indicator of the
standard of living. The relevant data reflect a grim communist legacy: inhabitants of post-
communist countries (males in particular) die much younger than their contemporaries in
Western Europe. The least favorable situation is currently recorded in the republics of the
former Soviet Union: in Russia, life expectancy for males is 57.6 years, 61.8 in Moldavia,
63.6 in Lithuania, and 63.9 in Latvia. Conversely, Swedish men can expect to enjoy the
longest life and live to an incredible average of 76.5 years, followed by Icelandic men
(76.2 years), the Swiss (75.7 years) and Norwegians (75.4 years), in addition to Greeks
(75.0 years) and the Maltese (74.9 years). In each country, female life expectancy tends to
exceed the corresponding figure for males by 5-7 years. In the most advanced European
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countries women can currently expect to live 82 years on average (Switzerland and Swe-
den). In France, Spain, Norway, and Italy female life expectancy is 81.

Table A5 Life expectancy at birth (years)

Country 1985 1990 1991 1992 1993 1994 1995 1996

Czech Republic men 674 675 682 685 693 695 69.7 704
women 74.7 76.0 758 763 764 767 767 773

Slovakia men 66.9 66.6 669 671 684 683 684 6838
women 74.7 754 754 759 767 766 765 76.7
Poland men 66.5 66.5 66.1 66.7 674 675 676 681
women 74.8 755 753 758 760 761 764 76.6
Hungary men 65.6 65.1 651 646 646 649 652 66.1
women 73.6 738 739 739 739 744 745 747
Slovenia men - - 694 696 693 700 708 710
women - - 774 775 7715 777 785 786

Netherlands men 72.9 739 741 743 745 747 747 747
women 79.5 80.2 80.4 80.6 808 805 806 80.3
Austria men 70.4 724 725 727 73.0 734 736 739
women 77.4 791 79.2 793 795 799 80.2 802

The Czech Republic and Slovenia are basically the only post-communist countries to
experience an improvement in mortality rates after 1990, accompanied by a steady in-
crease in life expectancy. In 1997, life expectancy was 70.5 years for men and 77.5 years
for women in the Czech Republic. It is important that the increase in life expectancy is
due in particular to a decline in mortality among older age-groups which, in terms of mor-
tality, used to be the most disadvantaged when compared with advanced countries. In the
youngest age groups, mortality rates, including infant mortality, are relatively low. Avail-
able data suggest that the promising trend of growing life expectancy will continue in the
future. There is no reason why the Czech Republic’s mortality rate should differ greatly
from the figures recorded in neighboring Austria, where men can expect to live 73.9 years
and women 80.2 years.

Declining infant mortality has always resulted in the increase in life expectancy. Since
infant mortality has already fallen so low, reaching its biological limit and thus being pre-
vented from any further significant decreases, the steady increase in life expectancy logi-
cally reflects the fact that mortality has been declining even among the older and the old-
est age groups. Declining death rates among the elderly combined with low birth rates
contribute to the escalation in the process of demographic aging in advanced nations.
Even though death rates in the Czech Republic cannot yet compare with those in advanced
European countries, Czechs have not been spared the process of population aging. On the
contrary, this process is expected to be highly dynamic since rapidly declining death rates
reinforce the impact of the key factor in population aging, i.e. the rapid drop in fertility.
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Table A6 Infant mortality rate (per 1,000 live births)

Country 1985 1989 1090 1991 1992 1993 1994 1995 1996
Czech Republic 125 100 10.8 104 99 85 74 73 60
Hungary 204 157 150 157 138 122 115 105 109
Poland 185 16.0 158 150 140 131 149 146 122
Slovakia 163 135 120 133 126 106 112 106 10.2
Slovenia 130 - 84 81 87 68 64 55 47
Netherlands 80 70 71 65 63 62 55 55 57
Austria 112 84 78 76 75 65 61 53 51

The infant mortality rate measures the number of children per one thousand live births
who die during their first year in a given calendar year. In a certain way, this demographic
indicator reflects the level of development of a nation as well as its standard of living. The
current figures in advanced European countries fluctuate between 4.0 and 6.0, indicating
that for every thousand live births only four to six children die in their first year. The in-
fant mortality rate of 5.9 recorded in 1997 ranks the Czech Republic along with Slovenia
among the group of advanced European countries, with Slovak and Hungarian infant mor-
tality rates not too far behind. In other post-communist countries, infant mortality is rather
high: 28.3 in Albania, 26.0 in Azerbaidzhan, 22.3 in Romania, 20.5 in Moldavia, 18.2 in
Russia, 15.9 in Latvia, and 15.6 in Bulgaria.
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B. Economic development in Central and Eastern Europe

The transformation process in CEE countries can be documented through the growth of
GDP, inflation, unemployment, budget deficit and current accounts of the balance of
payments. To compare the impact of the transition, it is convenient to consider also other
data as the inflow of foreign capital, increasing foreign indebtedness and foreign exchange
reserves. An adequate comparison can be carried out between CEFTA countries, since
they had relatively similar basic conditions in economic development, labor productivity,
and comparable price levels, at the beginning of the transformation process. They can also
be compared with the other indicators characterizing the leading world economies (USA,
Japan, EU and OECD). To ensure comparability, the data below was drawn from statistics
of multinational organizations — the OECD and UN.

Table B1 Yearly growth of GDP (%)

Country 1989 1990 1991 1992 1993 1994 1995 1996 1997
Czech Republic 4.5 -12 -115 -33 06 27 5.9 4.1 1.0
Hungary 0.7 -35 -119 -31 -06 29 1.5 1.0 4.0
Poland 02 -116 -7.0 2.6 38 52 7.0 6.1 5.6
Slovakia 1.1 -25 -146 -65 -3.7 49 6.8 7.0 5.0
Slovenia -2.7 -47 -89 54 19 53 3.9 3.5 35
Bulgaria 0.5 -91 -120 -73 -15 14 26 -90 -6.0
Romania -5.8 -56 -129 -87 15 35 7.1 41 -40
EU 3.5 3.0 15 10 -05 29 2.4 1.6 2.3
OECD 3.6 2.9 1.0 1.9 1.2 29 2.2 2.6 3.0
Japan 4.8 51 3.8 1.0 03 0.6 1.4 3.6 2.3
USA 3.4 1.3 -1.0 2.7 23 35 2.0 24 3.6

Source: Eurostat, Statistics in Focus, Economy and Finance, No. 29, 1997; OECD Eco-
nomic Outlook, No. 62, 1997.

The slump in GDP was caused by closing down ineffective production, withdrawing
subsidies, providing loans to companies on a needs basis, launching privatization, foreign
trade, price liberalization, and reform of the legal system. The decline in the GDP was
also caused by changes in the foreign trade policy. The dissolution of COMECOM, trans-
fer to payments in hard currencies, and settlements at world prices (instead of the five-
year running averages) led to a steep drop in mutual trade between CEE countries, which
had to be reflected in a drop in production.

Since the beginning of 1990s, the total production decrease in CEE countries reached
15%. In 1992, Poland, as the first country to undergo reform, managed to reach an in-
crease in real GDP. Similar increases could also be observed in all seven of the countries
compared, nevertheless, the pace of the increase in real GDP slowed down again in the
Czech Republic, Hungary, Bulgaria, and Romania due to restrictive economic policies.
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Table B2 Yearly growth of consumer prices (%)

Country 1989 1990 1991 1992 1993 1994 1995 1996 1997
Czech Republic 1.4 9.7 56.6 111 208 10.0 9.1 838 8.9
Hungary 170 289 350 230 226 191 285 236 184
Poland 2643 5858 594 430 369 322 288 199 151
Slovakia 1.3 104 622 100 232 117 72 54 6.0
Slovenia 128.5 549.7 117.7 201.0 323 183 86 838 9.0
Bulgaria 6.4 238 3385 913 729 962 621 123.11083.0
Romania 11 51 170.2 211.0 256.1 137.1 32.2 38.8 154.9
EU 5.1 55 5.0 4.4 35 30 3.0 24 2.0
OECD 6.4 7.2 65 51 44 50 59 54 5.0
Japan 2.3 3.1 33 1.7 1.2 07 -0.1 01 1.7
USA 4.8 54 4.2 3.0 30 26 28 29 2.6

Source: OECD Economic Outlook, No. 62, 1997; Economic Survey of Europe, No. 1,
1998.

In some of the countries in comparison, soaring prices counterbalanced the early and
swift launch of reforms. The highest inflation rate occurred in Slovenia in 1989 and 1990.
In the second half of the 1990s all of these countries managed to curb their inflation rates
thanks to the adoption of austere economic policies (with the exception of Bulgaria). In
the Czech Republic, the highest increase in prices occurred in 1991 due to price liberaliza-
tion and the devaluation of CZK. Since that time, the Czech National Bank has managed
to keep inflation around 10% (the only exception was in 1993 when
a price increase was a result of the newly implemented tax regulations).

At the beginning of the transformation period, the monetary policy in all observed coun-
tries was rather restrictive, with the purpose of keeping inflation down. Since 1994, with
regard to development on current and capital accounts, the balance of payments has be-
come one of the primary objectives for monetary policy and the maintenance of an exter-
nal balance. This issue is also closely related to the policy which aims at the production of
increased internal savings; the monetary policies in the given countries applied high inter-
est rates to achieve this objective. The Czech Republic, Hungary, Poland, Slovenia and in
part Slovakia managed to attract foreign capital through high interest rates and large-scale
privatization. Therefore, the central banks had to bridle the excessive inflow of capital to
prevent an excessive increase in currency reserves and consequently placed pressure on
price increases.

The Czech National Bank constantly implemented a restrictive policy in the context of
expected price increases, which occurred during price liberalization and devaluation of
CZK (1991) and the introduction of the new tax system (1993). Restrictive policy also
helped to lower domestic demand in order to establish an external balance (July 1996).
Monetary policies in Hungary and Poland stemmed from the exchange rate policy, the so-
called crawling peg. But in 1996 and 1997 this gave rise to conflicting aims of monetary
and exchange rate policies, i.e. efforts to suppress inflation at the same time stimulating
exports which would increase economic growth. The National Banks in Bulgaria and Ro-
mania opted for devaluation as demand on the foreign currency market exceeded the hard
currency supply.
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Table B3 Rate of unemployment (%)

Country 1990 1991 1992 1993 1994 1995 1996 1997
Czech Republic 0.8 4.1 2.6 3.5 3.2 3.1 35 44
Hungary 1.5 123 121 126 109 103 10.0 89
Poland 6.1 118 136 164 16.0 133 124 116
Slovakia 1.5 118 104 144 133 128 109 11.0
Slovenia - 10.1 134 154 9.1 7.4 73 7.0
Bulgaria 1.8 111 156 164 128 108 125 140
Romania 13 3.0 8.4 99 109 9.5 63 9.0
EU 7.9 8.5 9.6 111 116 11.2 113 112
OECD 5.9 6.6 7.3 8.0 7.9 7.6 75 73
Japan 21 2.1 2.1 25 2.9 3.1 33 3.2
USA 5.6 6.8 7.5 6.9 6.1 5.6 54 5.0

Source: Quarterly Labor Force Statistics, No. 4, 1997; OECD Economic Outlook,
No. 62, 1997; Economic Survey of Europe, No. 1, 1998.

Table B3 clearly shows the diversity in the development of unemployment in the Czech
Republic during the transformation period compared to other CEE countries. The unem-
ployment rate was about 3—4 % until mid-1997. The low rate of unemployment among
other things generated pressure on real wage increases. Subsequently, one of the Czech
Republic’s comparative advantages was weakened, cheap skilled labor.

Other CEE countries faced problems of high and long-term unemployment, which made
the transition formation and political stability more complicated. This also explains why
political parties promising a slower implementation of reforms and ensuring higher social
security won parliamentary elections in these countries. In recent years all of these coun-
tries have experienced moderate decrease in unemployment, but its rate remains around 9—
11 %. The governments of CEE countries tried to remedy the problem of high unemploy-
ment by introducing unemployment benefits and a temporary lowering of the retirement
age, which is from a long-term demographic perspective, unsustainable. This approach
attenuated social tensions while simultaneously putting pressure on the growth of the state
deficit and public budgets.

In all compared CEE countries, the employment rates reach 75-88 % during 1989, with
exception the Czech Republic, where employment in 1996 amounted to 93 % of the 1989
level. The drop in employment was caused not only by the re-structuring of companies,
which resulted in the elimination of over-employment, but also by doing away with the
obligation to work. Some economically active people stay at home (mainly mothers with
young children) or live on their property and thus do not enter the labor market.

In 1989-1996, overall employment dropped by 16 % in transforming economies, but
not all sectors of the national economy experienced the same decline. Despite the differ-
ences between CEE countries, some common features can be traced in this change in all of
the economies. The highest absolute and relative employment decrease could be seen in
manufacturing industry, ranging between 30 and 40 % (but in the Czech Republic and
Slovakia it reached only 20 % ).
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Table B4 Public budget balance of GDP (%)

Country 1990 1991 1992 1993 1994 1995 1996 1997
Czech Republic 0.9 -1.0 -0.2 0.1 2.0 0.3 00 -07
Hungary 0.8 2.1 -6.8 -56 -84 -6.8 -3.0 -49
Poland 0.7 -6.4 -6.0 -28 37 -2.9 -34  -37
Slovakia 0.9 -1.0 -3.1 -6.2 -04 0.1 -1.3  -3.0
Slovenia - - 0.3 03 -02 -0.2 00 -07
Bulgaria -8.5 -3.0 -57 -11.0 -56 57 -11.0 -4.0
Romania 1.0 -1.0 4.4 -1.7 -55 -3.3 -84 -35
EU -3.8 -4.4 -5.6 -65 -58 -5.2 44  -3.0
OECD -2.1 -2.7 -3.9 43 -36 -3.3 -29 -19
Japan 29 2.9 1.5 16 -23 -3.7 44 31
Japan® -0.7 -0.8 -2.0 -48 51 -6.6 -7.3 -5.8
USA -2.7 -3.3 -4.4 -36  -23 -2.0 16 -1.1
USAY -3.7 -4.2 -5.2 44 3.2 -2.8 -25 -2.0

Source: OECD Economic Outlook, No. 62, 1997; Economic Survey of Europe, No. 1,
1998.
Y Note: Public budget balance does not include the balance of social security funds.

During the transformation period, the main objective of fiscal policies in all compared
countries was to not underestimate public budget deficits and inflation, and to limit re-
distribution in the economy through lower public spending relatively to GDP. Nonethe-
less, as early as the beginning of the 1990s, many reformed countries were facing prob-
lems with high negative balances of public budgets. In 1991, problems with fiscal disci-
pline occurred mainly in Poland and Hungary in 1992. In 1991, Poland experienced
a dramatic decline of GDP, which was reflected in lower tax revenues funneled into the
public budgets than expected. On the other hand, social expenditures were seen rising at
the same time.

The highest percentage of public budget deficits of the GDP occurred in Bulgaria (11 %
in 1993 and 1996) and in Hungary (8.4 % in 1994). Governments of both countries agreed
to the implementation of a restrictive economic policy, which Bulgaria failed to adhere to
for long and was replaced by an increase in public spending due to the pressure of politi-
cal and economic instability. This resulted in a record deficit in public budgets of the
GDP, reaching 11 %.

To control the state budget deficit in reform countries, a new tax system aiming at
a higher proportion of indirect taxes had to be enforced; hence, the introduction of the
VAT. A successful changeover to the new tax system was one of the reasons why the
Czech Republic did not encounter serious problems with the state budget deficit.

One of the transformation objectives, as mentioned above, was to reduce the amount of
GDP redistribution. This was the reason why the fiscal policy undertaken by the Czech
Republic was restrictive at the beginning of the transformation process and produced pub-
lic budget surpluses. As these surpluses were dissolved in the following years, the fiscal
policy became more expansive, causing internal economic imbalances. It is also notewor-
thy to mention the one-time revenues that entered into the public budgets from the sale of
privatized property as well.
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Table B5 Current account balance (billion USD)

Country 1990 1991 1992 1993 1994 1995 1996 1997
Czech Republic -0.34 1.14 -031 0.12 -0.05 -1.36 -4.48 -3.20
Hungary 013 027 032 -346 -3.91 -2.48 -1.68 -1.90
Poland 0.72 -136 -0.27 -233 -094 -2.30 -8.51 -10.90
Poland ? - - - -1.33  0.76 5.46 -1.35 -6.10
Slovakia -0.77 -0.79 0.17 056 071 0.65 -1.90 -1.80
Slovenia 052 013 093 019 054 -0.04 0.05 -0.10
Bulgaria -1.71 -0.08 -0.36 -1.10 -0.30 -0.20 0.10 0.20
Romania -1.65 -1.37 -1.46 -1.17 -0.43 -1.64 -1.50 -2.00
EU -31.40 -80.30 -80.70  8.60 23.60 51.30 92.20 114.90
OECD -115.70 -60.40 -67.50  3.70 -26.40 1410 -15.40 2.20
Japan 4470 68.20112.40 131.90 130.50 11040 65.80 91.80
USA -91.90 -5.70 -56.40 -90.80 -133.50 -129.10 -148.20 -170.80

Source: OECD Economic Outlook, No. 62, 1997; Economic Survey of Europe, No. 1,
UN, 1998.
Y New methodology introduced in 1993.

One of the most significant changes in all of the compared countries was the develop-
ment of foreign trade and the overall balance of payments. Dissolution of the
COMECOM, adoption of world prices and payment in hard currency meant not only
a territorial re-orientation in foreign trade but also fundamental changes in its commodity
structure. To enter the Western markets these countries had to implement price cutting
policies (through devaluation at the beginning of the transformation process) and inevita-
bly to increase the quality of products and services.

To boost foreign trade, the former Czechoslovak Federal Republic, Hungary and Poland
signed the Accession Agreement to the EU in March 1992. To facilitate mutual trade be-
tween Central European countries, these countries together with Slovakia signed the Cen-
tral European Free Trade Area Agreement (CEFTA), which was later joined by Slovenia,
Romania and Bulgaria. Nonetheless, even these agreements did not prevent
a trade balance deficit that has become a serious economic problem in most of the reform
economies. Each government had to respond by adjusting its existing economic policies.

The development in the current account of the balance of payments reached a crisis first
in Hungary (1993 and 1994) and then two years later the same problem occurred in Po-
land and in the Czech Republic, where the current account deficit of the GDP amounted to
8 %. In Poland, the rate was significantly changed but only due to the method applied for
statistical calculations in foreign trade, consisting in the transfer of non-specified trade
transaction items from the capital account to the current account (this item represented the
foreign currency supply resulting from cross-border contact). Since this item had a posi-
tive balance, the current account balance improved as well. In Slovakia the external im-
balance soared in 1996 (approximately 10 % of the GDP). The condition was even more
serious because Slovakia had the lowest amount of direct foreign investment out of all
CEFTA.
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Table B6 Foreign direct investment in 1990-1996 (billion USD)

Country 1990 1991 1992 1993 1994 1995 1996  Total
Czech Republic 120 511 1004 568 862 2562 1428 7055
Hungary 311 1459 1471 2339 1146 4453 1983 13162
Poland 10 117 284 580 542 1134 2741 5408
Slovakia 18 82 100 134 170 157 119 780
Slovenia 4 65 111 113 128 176 186 783
Bulgaria 4 56 42 40 105 90 82 419
Romania -18 37 73 94 341 419 210 1156

Source: Economic Survey of Europe, No. 1, 1998.

Rapid and far-reaching privatization in all reform countries, together with improvement
in their rating evaluation, helped to attract direct foreign investment. Hungary gained the
most direct foreign investment since it was among the first countries to launch its econom-
ic transformation and implemented a great number of tax and other types of benefits to
attract foreign investors. In contrast, the lowest proportion of direct foreign investment
was channeled into Bulgaria, which was a result of its economic instability.

The declaration of more extended CZK convertibility in October 1995, with the adop-
tion of the new foreign currency law and accession of the Czech Republic to the OECD,
improved ratings, stable foreign exchange rates, and capital investment from foreign to
leading Czech companies (SPT Telecom, Skoda Mlada Boleslav, Ceské rafinérie and Ta-
bak Kutna Hora). In addition it also created significant momentum for capital inflow into
the Czech Republic. The highest wave of foreign capital flowed into the Czech Republic
in 1995, reaching 223 billion CZK, which accounted for 18.4 % of the GDP.

Table B7 The number of months of imports hedged by exchange reserves

Country 1990 1991 1992 1993 1994 1995 1996 1997
Czech Republic 0.5 0.9 0.8 2.6 3.7 5.3 4.1 3.3
Hungary 14 3.8 3.7 5.2 5.1 6.7 5.7 3.9
Poland 3.8 2.5 2.5 2.2 3.1 6.0 5.6 5.4
Slovakia 05 1.4 0.9 0.6 2.3 3.7 3.0 2.8
Slovenia - 0.2 1.2 13 2.1 2.0 2.5 3.6

Source: Economic Bulletin for Europe, volume 48, 1996; Economic Survey of Europe,
No. 1.

A similar trend in the development of foreign currency reserves can be seen in all CEE
countries, namely their absolute growth and the increased number of months of import
hedged by hard currency reserves. This growth has ensued from the inflow of foreign
capital into individual countries, which expresses that foreign investors have faith in the
positive course of the economic reforms and in political stability. The foreign capital in-
flow surpassed the current account deficits of the balance of payments, which generated
higher foreign currency reserves thus covering the increasing share of imports.
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Table B8 Gross external debt (billion USD)

Country 1990 1991 1992 1993 1994 1995 1996 1997
Czech Republic 4.4 7.5 7.8 9.6 122 172 19.5 21.3
Hungary 213 227 214 24.6 28.5 317 27.6 22.8
Poland 485 484 471 47.2 422 439 40.7 38.0
Slovakia 2.0 2.6 3.0 3.7 4.3 5.8 6.3 10.0
Slovenia 1.9 1.9 1.7 1.9 2.3 3.0 4.0 4.3

Source: Economic Bulletin for Europe, volume 48, 1996; Economic Survey of Europe,
No. 1, 1998.

Table B9 Net external debt (billion USD)

Country 1990 1991 1992 1993 1994 1995 1996 1997
Czech Republic 4.0 7.0 7.0 5.8 6.1 33 8.8 115
Hungary 202 187 17.1 17.9 21.8 19.7 17.9 14.4
Poland 440 4438 43.1 433 36.4 29.2 22.8 17.7
Slovakia 1.9 2.1 2.6 3.3 2.7 2.5 44 6.8
Slovenia 1.9 1.8 1.0 1.1 0.8 1.2 1.7 1.0

Source: Economic Bulletin for Europe, volume 48, 1996; Economic Survey of Europe,
No. 1, 1998.

Poland had the highest gross external debt at the end of 1997, amounting to 38 billion
USD, and its net external debt was USD 17.7 billion. An interesting observation is the
dynamics of the indebtedness. In Hungary the amount of both debts is still nearly the
same, without any signs of a change in this trend. In the Czech Republic, Slovakia and
Slovenia growth of gross external debt can be seen, but the countries maintain relatively
stable internal net debt. On the other hand, we can see a stable level of gross external debt
as well as a decreasing net external debt in Poland.

The net external debt indicator more accurately expresses the external indebtedness of a
country, since it also takes into account assets represented mostly by foreign currency re-
serves. Thus, it is always necessary to analyze changes in foreign currency reserves. Some
countries lower their gross external debt through gold reserves and loans granted abroad.
Lowering external debt through gold reserves has its logic since they may be sold on the
world markets promptly without losing their value. Consequently, foreign currencies can
be bought to cover obligations abroad. Loans to foreign countries represent a more com-
plex issue since they have their period of maturity and moreover they occasionally turn
into bad debt.

Good export performance of the economy is important in terms of the ability to pay off
external debt. For this reason, an indicator expressing the ratio between gross and net ex-
ternal debt to the annual total import was constructed. From this perspective, Slovenia is
well off in both respects — 40 % of its annual export is enough to cover its gross external
debt and only 9 % to cover its net debt. The Czech Republic needs 69 % of its annual ex-
port to cover its gross debt and 38 % to cover its net debt. The other countries (Hungary,
Poland and Slovakia) face a similar situation since 88-119 % of their annual export can
cover their gross external debt and 55-63 % to cover their net external debt.
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Table B10 Foreign exchange rate (yearly average, exchange rate in units of national
currency for one USD)

Country 1989 1990 1991 1992 1993 1994 1995 1996
Czechoslovakia 15 19 30 28 - - - -
Czech Republic - - - - 29 29 27 27
Slovakia - - - - 31 32 30 31
Hungary 59 63 75 79 92 105 126 153
Poland” 1439 9500 10576 13627 18136 22723 2 3
Yugoslavia® 28760 11 20 - - - - -
Slovenia - - 28 81 113 129 119 135
Bulgaria 1 1 17 23 28 54 67 178
Romania 16 22 72 308 760 1654 2033 3085

Source: Economic Survey of Europe in 1996-1997, UN, 1997.

Y The 1st January 1995 monetary reform was carried out, exchange rate was changed to
1:10,000.

2 The 1st January 1990 monetary reform was carried out, exchange rate was changed to
1:10,000.

At the beginning of the transition period, foreign exchange rates after devaluation in all
countries were highly competitive, which was reflected in extremely low wages when
compared to the international situation using the official exchange rate. The figures on
average monthly wages serve as evidence of this trend; in 1991 monthly wages were ap-
proximately 166 USD in Poland, 128 USD in Czechoslovakia, 240 USD in Hungary, 98
USD in Romania, and 58 USD in Bulgaria. Low wages, skilled labor and geographic
proximity to Western markets were the most important factors for competitive export by
reforming countries.

The competitiveness of exchange rates and wages in CEE countries was very high at the
beginning of the transition. To maintain the political and social stability in the fragile re-
gion, Western Europe could not introduce protectionist policies towards these countries
since this would increase the income imbalance between East and West European coun-
tries. Existing differences could be obliterated through better access to Western markets
and export growth in East European countries. As it happened, however, export from re-
form countries was very susceptible to the economic cycle in market economies, which
was reflected in the decrease in total exports to market economies. On the other hand,
economic situation in developed countries had a much lower impact on exports from the
Russian Federation compared to those from CEFTA countries, due to the fact that fuel and
raw material exports were less affected by the economic cycle than industrial goods. The
commodity structure of exports from the Czech Republic, Hungary and Poland are ap-
proximately 6 % fuel, 16 % raw materials and 78 % industrial products, while the com-
modity structure of Russian exports was 34 % fuel, 14 % raw materials, and 52 % indus-
trial products).

Globally speaking, the Czech Republic, Hungary, Poland, Slovakia and Slovenia belong
to the most successful transforming economies of the former Eastern Block. Most of the
basic macroeconomic indicators in these countries reflect a positive trend and some of
them are even comparable with macroeconomic indicators in Western countries. Never-
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theless, during the last two years, the three leading reform countries (Poland, Hungary,
and the Czech Republic) experienced growth of internal and external imbalances as
a result of several reasons. The external reason was above all the economic stagnation in
EU countries and more than 60 % of the total export in the analyzed countries went to EU
markets. The main internal reason could perhaps be the slowing-down of privatization, the
incomplete institutional framework of these economies, excessive social spending which
has lead to public budget deficits, faster increases in real wages than in the productivity of
labor, and a drop in the price competitiveness of domestics goods on world markets.

It is possible to expect similar problems in Slovakia, where the present development
was impeded by slow privatization and less liberal policy undertaken by the Slovak gov-
ernment. In contrast, one of the most successfully developing countries in view of the
macroeconomic indicators is Slovenia, which managed to recover very swiftly from the
split of the former Yugoslavia and prepare favorable conditions for sound economic
growth. The comparison also revealed that Bulgaria and Romania did not make the deci-
sive steps in their economic policies that would have been initiated by strong and stable
government policy. Thus their basic indicators, mainly the level of inflation, lag behind
the other countries from the first wave of transformation.

The transition from a centrally planned to a market economy in the compared CEE
countries has brought with it many problems, to which the individual economic policies
were forced to respond. Nevertheless, these findings suggest that the first five compared
countries have relatively successfully implemented the idea of taking the fast route to the
transformation from command to market economy.
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C. Selected political and social indicators

The role of public opinion and the influence it exerts via the modern media is immense.
Empirical research mapping attitudes of the public enjoys great attention in all democratic
countries. In the Czech Republic after 1989, we also notice a boom of public opinion sur-
veys, financed from both private and public funds.

The history of public opinion polling in the Czech Republic goes back much further.
The Czechoslovak Institute for Public Opinion Research was founded already in 1946. It
had met with relative success: for instance, it precisely forecasted results of the 1946 elec-
tions. However, it was closed down in the early 1950s for ideological reasons. Only in
1967, the Institute for Public Opinion Research of the Czechoslovak Academy of Sciences
was established. In the so-called ‘normalization’ period after 1968 it was brought under
the jurisdiction of the Federal Statistical Office, reporting directly to the Central Commit-
tee of the Czechoslovak Communist Party, which had exclusive rights to its results until
1989. The current Institute for Public Opinion Research (IVVM) of the Czech Statistical
Office is a continuation of the above mentioned Institute, and thus boasts the longest re-
search tradition in Czech society.

In 1990 it became possible for a number of private companies to open, dealing more or
less with the research of public opinion. One of the first was the Association for Inde-
pendent Social Analysis (AISA) which, however, focuses today only on marketing re-
search. Soon after, the Center of Empirical Research (STEM) was founded, which since
1990 has collaborated closely with the academic research programs in social sciences.
Later, STEM also extended its activities to other areas. In 1994, the agency Factum Non
Fabula joined the family of most significant polling agencies (upon merging with the mul-
tinational chain Sofres its current name is Sofres-Factum). With the exception of those
agencies which are best known in the media, there are other private corporations dealing
with public opinion surveys. However, in their case such research is only a supplement to
their dominant marketing activities.

IVVM has the largest amount of data from regular surveys, enabling the comparison of
social trends from the very beginning of transformation to the present. STEM has been
carrying out regular (monthly) surveys under the name Trends since 1993 and Sofres-
Factum since 1994 (since 1997 every two weeks). In most cases the size of samples of all
agencies is approximately one thousand adult citizens (STEM has 1500), selected usually
by quota method.

Interviews based on questionnaire, which is the source of the majority of published re-
sults, is of course only one of many methods how to learn about the opinions of citizens
and their change over time. Nevertheless, it is the principal and most frequently used
method. This is why we will focus on some results of questionnaire surveys describing
main trends in opinions in the post-communist period. The objective of our presentation is
to provide information about the existing data sources rather than to describe the devel-
opment of public opinion in since November 1989.

The Czech political scene has undergone several phases, which are also visible from the
political preferences. The initial dominant position of the party ODS, based on its victory
in the 1992 elections, was later threatened by the opposing CSSD party. The latter gradu-
ally increased from its initial 6 % of votes in 1992 and was gaining slowly on the ODS to
eventually surpass it. According to surveys, the CSSD exceeded the 20 % limit for the first
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time in the spring of 1995, and the process of a ‘search for a strong opposition’ finally
resulted in the rather small difference against the ODS in the June 1996 election results. In
1998, the cabinet changed, but the principal feature of the Czech political scene, charac-
terized by two main poles — CSSD on the left and ODS on the right — remained un-
changed.

Table C1 Preferences for main political parties (%)

Party IX.92 V.93 XI1.93 XII.94 111.95 111.96 V.96 [1X.96 XI1.96 111.97
oDS 36 35 32 26 29 28 278 26 27 27
KDU-CSL 5 5 5 7 7 9 101 7 10 11
CSSD 6 14 17 18 20 20 218 26 24 25
KSCM 10 10 10 10 8 9 11 10 9 9
SPR-RSC 4 3 4 3 3 6 8.9 4 5 5
ODA 6 10 12 12 10 9 7.1 7 8 9

IV.97 VI.97 1X.97 XII.97 1.98 11.98 111.98 1V.98 V.98 VI1.98
oDS 22 21 22 18 15 121 114 159 16.3 19
KDU-CSL 12 13 12 13 11 9.2 93 91 9 8
CSSD 24 30 29 30 32 293 295 237 254 23
KSCM 11 9 9 12 10 10.9 9 107 105 9
SPR-RSC 6 5 5 6 5 75 8 57 5.1 7
ODA 13 10 9 6 7 58 1.3 14 - -
us - - - - - 111 183 127 137 8
DZJ - - - - - - - 4 6.2 7

Source: STEM.

A number of events were hidden behind this dominant tendency. In early 1997, the pop-
ularity of the ODS dropped and its voters subsequently drifted to two minor coalition par-
ties — the Christian democrats (KDU-CSL) and the liberals (ODA). These smaller parties
obviously profited from their position in a particular ‘opposition in coalition’, which is
common for small coalition parties in a proportional electoral system. In spite of its for-
mer popularity, ODA eventually completely disappeared in spring of 1997, most likely
because it lacked a firm and loyal core of voters.

The Freedom Union (US), which originated from a split within the ranks of ODS, en-
tered the political scene with vigor. Due to high preferences which STEM had recorded
several weeks after its appearance on the political scene (18 %), there were considerably
high expectations. The subsequent loss of preference and the character of its voters was
the reason why some analysts described US as the ‘new ODA”.
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Figure C1 Confidence in constitutional institutions (%6)
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From the standpoint of the measured confidence of the population, the President re-
tained the first position, and could rely on the trust of about three-quarters of population.
This is, in comparison with other constitutional bodies, a far overwhelming majority. Dur-
ing President Vaclav Havel’s serious illness and his subsequent lung surgery in early
1997, this support grew to 87 %, only to drop a short time later. Eventually preference
stabilized on the previous level of 60-70 %. According to the recent survey dated May
1998, a little more than 70 % of population declared confidence in the President.

Trust in the government cabinet remained stable for a long time at the 50 % level and
corresponded to the general level of optimism in the society. The economic measures tak-
en in spring 1997 (the so-called economic packages) were followed by a decrease in pub-
lic confidence in the cabinet. It reached the former value of 50 % only after the nomina-
tion of the Josef ToSovsky’s cabinet in the spring of 1998.

Trust of the population in the Chamber of Deputies remained stable during the whole
monitored period, reaching about 30 %. However, in the troubled year of 1997, it dropped
slightly below one-fifth. Trust of the population in the Senate was a little lower since its
inception. These attitudes also reflected the economic and political difficulties of 1997. In
general, the Senate is perceived as the least trustworthy element of the Czech constitution-
al system.
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Figure C2 Evaluation of the transformation process (%6)
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Source: IVVM.

The social and economic transformation was most often seen as half successful (in the
period from 1993-1996 this opinion was consistently expressed by 40-50 % of respond-
ents). Fully positive evaluation of the reform prevailed during the entire time over the ex-
plicitly negative opinions. Satisfaction culminated in the second half of 1994 when only
one third of respondents positively evaluated the transformation and negatively by less
then one-fifth (with 40 % ‘half satisfied”).

Substantial changes occurred only in 1996. First of all, negative evaluation was gaining
over the positive one and subsequently the number of people perceiving the reform as at
least ‘half successful’ dropped. These trends continued also during 1997. In early 1998,
5% of population evaluated the reform positively, 31 % were ‘half satisfied’ and 61 %
‘completely dissatisfied’ .

The evaluation of the transformation by the population is very heterogeneous. Young
people, university graduates, businessmen and people with higher living standards evalu-
ated the transition process as successful. On the contrary, the elderly and retired and those
considering their living standard to be poor were above-average critical. The distribution
of positive and negative preferences was also closely associated with the political spec-
trum: from the right to the left the share of satisfied people was decreasing considerably.

Together with the decrease in the positive evaluation of the transformation, the number
of people declaring that the present regime is worse than the communist regime before
1989 grew. The proof of the strong association between these phenomena is evidenced in
the fact that the structure of bearers of these opinions was in both cases equal. The only
difference was that inhabitants of small towns (500-2000 inhabitants) and the unemployed
joined the supporters of the socialist system.
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Figure C3 Satisfaction with the current political situation (%0)
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Source: IVVM.

The share of both satisfied and dissatisfied people was equal for a long time and only at
the end of 1996 did the share of dissatisfied increase. The reason can be most probably
found in trends following the parliamentary elections in June 1996. The first traces of dis-
content appeared at the end of the year. The criticism of the economic situation, followed
by the so-called ‘economic packages’ probably convinced many people about the capacity
of the Parliament to act and the share of satisfied people again grew for a short time.
However, in December 1997 only 6 % of the population were satisfied with the situation.
During the next period there was again an increase in support. After the nomination of
ToSovsky’s cabinet, the degree of satisfaction with politics started to grow slightly and
consistently. After the 1998 elections, one-fourth of population was satisfied with the situ-
ation.

However, the feeling of satisfaction and dissatisfaction was not uniform within the soci-
ety as a whole. Quite satisfied were young people, students, and businessmen and in gen-
eral people with good living standards, while pensioners, employees, people with lower
education (without secondary school diploma) and in general with a lower living standard
were more discontent. The degree of contentment was also associated with political pref-
erence: there was an above-average number of content voters on the right (namely among
ODS supporters), while on the contrary an average number of dissatisfied were among the
supporters of the left.

The majority of responses also reflected the deterioration of the political situation. At
the end of 1997, 10 % of people positively evaluated the developments during that year
and 87 % negatively. No improvement was expected in the future: 17 % of citizens ex-
pected a promising future, 71 % had a negative view. There was also a difference of opin-
ion concerning foreign policy that was positively appraised by 53 % (negatively by 35 %)
and 46 % had positive expectations (35 % of people negative expectations).
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Figure C4 Support for the NATO membership (%0)
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Note: Only respondents interested in the issue are included.

Table C2 Support for EU membership (%)

Answer V.93 111.96 X1.96 1.97 1X.97 11.98
Yes 66 42 51 58 58 61
No 12 21 26 23 22 15
Don’t know 22 37 23 19 20 24
Source: IVVM.

Public opinion on international institutions (NATO and EU) had not been very positive
in the past, but more recently, 3 in 5 Czechs support admission to these institutions. In
spite of occasional criticism of the insufficient attention devoted to this issue, regular sur-
veys over the past several years show that the attitudes of the Czech public to NATO and
EU have been crystallizing. This is most visible in the case of NATO. It seems that the
number of people having no clear idea about Czech accession to this organization is de-
creasing and the number of supporters have been slowly increasing to the level of 55 % in
1998.

In both cases more support is being expressed by younger and more educated people as
well as by inhabitants of major cities. Men express more positive attitudes than women
who often do not have an opinion on these issues. The support of Czech integration into
Western European structures decreases as we move from the right to the left of the politi-
cal spectrum.
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Central and Eastern Eurobarometer

The Eurobarometer is a series of standard comparative public opinion surveys organized
by the European Commission, mapping systematically opinions in EU member countries
since 1973. In the fall of 1990, CEE and Baltic countries were included for the first time.
Between 1990 and 1997, eight representative studies were conducted in the countries of
the former Eastern Block, using one thousand respondents over 15 years of age in each.

The main objective is to capture the public opinion on the EU in the monitored coun-
tries. It was also focused on ideas reflecting some important events in the post-communist
development, namely the general evaluation of development in each country, the function-
ing of democracy, securing of human rights and the attitudes towards market economy.
Our comparison here deals only with the four CEE countries: Czech Republic, Poland,
Hungary, and Slovakia.

Attitude towards market economy. In the early 1990s, an outstandingly favorable atti-
tude towards the market economy prevailed in all four CEE countries. However, it slowly
weakened, probably due to the experience with its actual workings. The only exception
was Poland where the trend was in the opposite direction and the market was gaining
ground among people. On the other hand, in the Czech Republic and Slovakia the attitude
towards the market in 1997 was already prevalently negative. While in Slovakia this was
the result of a long term trend (of all the countries, the Slovak population was most skepti-
cal to the market), the Czech Republic scored so low due to a considerable decrease by
more than 20 percentage points since 1996.

General attitude to the direction of country. A similar decrease was noticed recently in
the Czech Republic also in respect to the degree of satisfaction with the country’s general
direction (more than 50 percentage points), placing the Czech public next to Slovakia. In
Hungary and Poland, the appraisal has recently been rather positive. Here, the setback
suffered in previous years had already been compensated for.

Satisfaction with development of democracy. Although the fall of communism was usu-
ally perceived in CEE countries as the path to democracy, in their responses even after
several years, people do not reflect any substantial rise of democracy and improvement of
democratic procedures. Only in Poland, thanks to recent positive changes, the share of
people satisfied with the development of democracy is prevailing. In other CEE countries
during the whole period of monitoring, dissatisfaction has prevailed considerably: in Slo-
vakia 50 % are more dissatisfied than satisfied, in Hungary over 30 %, and in Czech Re-
public about 20 %.

Respect for human rights. In this respect the very recent development was appraised
positively and the belief that humans rights are respected in a satisfactory way has been
growing in all countries analyzed. However, there is an opposite long-term trend in all
mentioned countries; comparing the change between 1991 and 1997, there was a decrease
in all countries except Poland. It was most prevalent in Slovakia after 1994 that is after the
victory of HZDS in the parliamentary elections.
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Figure C5 Market economy: right or wrong?
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Figure C6 Direction of country: right or wrong?
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Figure C7 Satisfaction with development of democracy

Difference between positive and negative evaluation in % ofall respondents

[\
(e
/TO

OQ

I A T
p. S

40W

Al
9)
4
-60 ———
-80 | | | | | |
1990 1991 1992 1993 1994 1995 1996 1997

‘g«;—j@zech Republic AHungary Z®oland @Slovakia‘
Source: CEE Barometer.

Figure C8 Respect for human rights
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D. International Social Survey Program (ISSP)

ISSP is a long-term international research project, which originated in 1983 and is based
on international and inter-project cooperation in the areas of the social sciences. It has
four founding members: the Social and Community Planning Research (SCPR) United
Kingdom, The National Opinion Research Center (NORC) the US, Zentrum fiir Umgra-
gen, Methoden und Analysen (ZUMA) Germany, and The Institute of Advanced Studies
of the Australian National University. Since 1983, the number of participants has grown
continually, reaching 29 in 1998.

Each year, research on one topic is conducted in all participating countries. These topics
are then prepared by all participants over several years, and are then processed at team
meetings. At each ISSP annual working conference, modules of research questions are
completed and accepted for the following year, proposals concerning questionnaires for
the year after are presented to all participants for discussion, and a vote on the research
topic for the third year is taken. All questionnaires are designed and prepared in British
English and their final versions are then translated into the other national languages of
participating countries.

In addition to these topical question modules, ISSP has developed a set of identifying
variables (demographic, social, and economic), which are the same for each module and
for the time being unchanging. Individual modules are then repeated after a specified pe-
riod and new topics are introduced only when they are considered to be important and
applicable in international and temporal comparison.

The institutes of the participating countries are responsible for the collection, initial
preparation, and documentation of data for their country. Data files from each country are
brought together, polished, controlled and archived by the Zentralarchiv fiir Empirische
Sozialforschung at the University of Cologne. Data from ISSP research projects is freely
available to scientific communities, including students. Files for all countries are accessi-
ble two years after the completion of the research project. The ISSP home page, contain-
ing all necessary information, is located at: http://www.issp.org/.

Since 1991, The Institute of Sociology of the Academy of Sciences of the Czech Repub-
lic has been the Czech member of ISSP. Its teams have conducted six ISSP research pro-
jects on the following topics:

Year Topic Fieldwork Month of data Sample size
agency collection

1992  Social Inequality STEM October 1101

1993  Environment STEM November 1005

1994 Family and Chang-  Universitas September 1024
ing Gender Roles

1995 National Identity Amasia, Itd. November 1111

1996 Role of Govern- STEM October-December 1100
ment

1997  Work Orientations STEM September-November 1014
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ISSP 1992: Social Inequality

Basic sets of questions:
General evaluation of inequalities
The role of government in relation to inequalities and social problems
Factors of wage differences
Support for further growth of inequalities
Estimates of actual and just wages in selected occupations
Causes of life success
Evaluation of social tension between selected social groups
General typology of differentiation in society
Unemployment
Evaluation of the transformation thus far

Selected results:
How wages are and how they should be? While differences in wages are perceived to be
too great, the wage hierarchy is not considered to be unjust. 76 % of Czechs and 91 % of
Slovaks considered wage differences to be too great. The estimate of just wage is higher
than the estimated real wage for many occupations, however they are ordered in the same
way. Only in the highest wage category (owners of big companies, government ministers)
were actual wages considered to be higher than just. In 1992, two-thirds of people be-
lieved that it is the responsibility of a conscientious government to reduce wage differ-
ences. This proportion is higher than in Western countries, but at same time much lower
than in other CEE countries (89 % in the eastern part of Germany, 81 % in Bulgaria).
How do people imagine society? Different variations of stratification of society may be
summarized in five ideal types expressed with the help of ideograms (Diagram D1). Only
three of them are relevant to the description of the Czech situation in 1992. About 22 % of
our respondents believed that society is extremely polarized with the majority consisting
of poor people, a small elite at the top of the social ladder, and a very small middle class
(type ‘A’). 39 % viewed the present state of society as a balanced pyramid (type ‘B’) and
21 % as a classic middle class society (type ‘D’). According to 75 % of the population, an
ideal society was one with dominant middle and upper-middle strata (types ‘D’ and ‘E’).
In this respect, the future looks rather optimistic, i.e. the majority of respondents expected
changes to continue towards just this type of society, where the middle strata is dominant.
What is the source of life success? In the Czech population, classic merit-based varia-
bles were the strongest factors determining life success: hard work, aspirations, ambitions,
talent, and abilities. The importance of these values in the Czech Republic was practically
the same as in stable Western countries, where meritocratic ideology is much more deeply
rooted. As in the West and East, connections and acquaintances were also seen as very
important in the Czech Republic. One shortcoming among Czechs was the low importance
given to education, both one’s own and one’s parents. The value of individual paths to
success was practically the same in both the Czech and Slovak populations.
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Picture D1 Beliefs about social structure
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ISSP 1993: Environment

Basic sets of questions:
General awareness of factors influencing the quality of the environment
Attitudes towards possible effects of civilization on health
Relation of the environment to economic growth and development
Science and the environment
Feelings of individual responsibility for the environment
Interest in the state of environment
Active approach towards the protection of environment
Membership in ecological movements and participation in their activities

Selected results:

Risk factors. Nearly all respondents believe that the achievements of modern civilization
represent a greater or smaller risk to the environment. This is the case not only in the
Czech Republic (where about two-fifths of the population agree with the argument that
everything we do in modern life is negative for the environment), but nearly everywhere in
the world. Individual countries differ only in the degree of seriousness ascribed to specific
dangers.

For example, in 84 % of the Irish population consider nuclear plants to be very serious
risks to the environment, while the percentage is lower in other countries and the lowest
being in the US and the Czech Republic. Over 60 % of the population in Japan, Canada,
Western Germany, and the Czech Republic consider automobiles to be dangerous while
Norwegian, Slovenian and Dutch citizens have more moderate attitudes. In these coun-
tries, about one-third of people express fear of a negative impact on the environment from
use of automobiles.

Conscious modesty. Even though the Czech population is aware of the fact that cars
harm the environment, they are generally unwilling to limit their use of them. While 83 %
of people are convinced that in the next decades, the health of residents of larger cities is
going to worsen as a result of pollution from cars, nearly one-third (i.e. one half of users)
reject cutting back on driving for the interest of the environment. Results are similarly
negative in other countries, including Great Britain (55 %) and the US (61 %). The least
conscious drivers were found in Germany and the Netherlands, where only one-fourth of
motorists would agree to limit their driving on account of the environment.

Similarly, people are also unwilling to pay higher prices to support the environment
(40 %), higher taxes (55 %), or risk a potential drop in living standards (55 %). While the
awareness of ecological risks is rather high, it does not represent a source of change in
people’s life-style or other sacrifices in the interest of the environment. However, it is
necessary to note that in this respect, we did not find either positive or negative differ-
ences between the Czech Republic and other countries.

Solutions. Czech respondents see economic growth as one chance for the protection of
the environment, and to a much greater extent than citizens of other countries. In the
Czech Republic, about one in ten believe that economic growth itself is not inherently
detrimental to the environment, which is higher than in Western countries where about
5 % of the population agree with this, while in other post-communist countries it is about
15 %.
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Figure D1 Would you cut back on driving a car for environmental reasons?
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ISSP 1994: Family and Changing Gender Roles

Basic sets of questions:
Family relations
The ideal family model
The position of men and women within the family
Division of roles and domestic activities between men and women
Opinions about child rearing
Ties between economic and social conditions of the family
Sexual relations and behavior

Selected results:

Family relations. Czech men and women are sharply divided over the preferred model of
family relations. Nonetheless, there are also other factors, namely age, education, em-
ployment position, and religious denomination. Approximately over half of the population
views the relation between work and family in a very traditional way; the woman is
strongly connected to the family and if she leaves the home, it is only out of the need of
a second income. One-third of the Czech population considers an ideal consensual model
to be one in which a woman’s employment is not motivated by the need of additional in-
come, but rather as an expression of her independent and sovereign position and of the
social status of the whole family.

Children and their upbringing. A two-child family is considered to be ideal, both in the
Czech Republic and in other countries. Among the Czech population, there is a surprising
tendency towards a non-authoritarian style of child rearing, which is only slightly more
common in Sweden, Norway, and the former East Germany. In all other respects, people
place a much greater emphasis on obedience and respect for authority. In all of these
countries, independent thinking is more emphasized in the younger generation. As in the
Czech Republic, the majority of observed countries about 30 % of people think that child
rearing by one parent is sufficient. The only exceptions being Austria, Eastern Germany,
and Japan, where people prefer child rearing with two parents.

Sexual harassment. In the workplace, people are oftentimes the target of attempts at
unwanted sexual advances, are forced to listen to debates about sex against their will, or
are the recipients of propositions from colleagues or superiors. Altogether 34 % of men
and 43 % of women admit having had similar types of experiences.

Abortion. In the modern world, tolerance towards abortion is prevalent. Only in
a minority of countries is opposition to abortion so great that it is the dominant position,
namely in pre-dominantly Catholic countries; the Philippines, Ireland, Poland, and Italy.
In this respect, post-communist countries are very tolerant: in the former East Germany
and Russia, over 80 % of the population and 67 % in the Czech Republic believe that
women have an unconditional right to abortion.

Homosexuality. There is less tolerance of homosexual relations. Data show that toler-
ance of homosexuality is greater than the opposition to it only in two countries (the Neth-
erlands and Canada). In comparison, the Czech Republic is rather tolerant (about 49 %
tolerant people). The greatest opposition to homosexuality is in religiously oriented socie-
ties (Northern Ireland, Poland, Italy), but also in Japan and Hungary.
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Table D1 Optimal number of children in the family (%)

Country none 1 2 3 4and more Total Average
Bulgaria 5.0 75 65.6 19.3 2.6 100.0 2.1
Czech Republic 0.7 10.8  67.3 18.6 2.7 100.0 2.1
Germany (East) 0.6 10.0 78.0 10.5 1.0 100.0 2.0
Germany (West) 0.8 53 70.2 19.2 4.5 100.0 2.2
Great Britain 0.6 1.8 74.8 15.8 7.0 100.0 2.3
Hungary 0.6 5.4 59.6 31.6 2.8 100.0 2.3
Ireland 0.2 0.8 31.6 31.9 354 100.0 3.0
Italy 0.4 4.3 67.8 24.7 2.8 100.0 2.2
Netherlands 2.1 2.0 53.2 29.3 13.3 100.0 25
Norway 0.2 0.5 47.9 424 9.1 100.0 2.6
Poland - 1.9 55.7 32.9 9.4 100.0 25
Russia - 9.3 61.7 245 4.5 100.0 2.2
Slovenia 0.9 4.0 59.2 30.7 5.2 100.0 24
Spain - 6.1 61.8 25.3 6.8 100.0 2.3
Sweden - 0.8 63.7 28.7 6.9 100.0 2.4
Table D2 What is more important in preparing children for life? (%)
Country To be To think for Cannot Total
obedient themselves decide
Bulgaria 25.3 67.3 7.4 100.0
Czech Republic 8.7 82.0 9.3 100.0
Great Britain 255 66.3 8.2 100.0
Germany (East) 8.6 87.9 3.5 100.0
Germany (West) 10.6 83.3 6.0 100.0
Great Britain 255 66.3 8.2 100.0
Hungary 48.3 42.0 9.7 100.0
Ireland 36.3 56.2 7.4 100.0
Italy 45.6 48.5 6.0 100.0
Netherlands 42.4 47.7 9.9 100.0
Norway 6.1 91.6 2.3 100.0
Poland 24.2 69.5 6.3 100.0
Russia 24.1 62.9 12.9 100.0
Slovenia 16.4 78.6 5.0 100.0
Spain 28.3 50.3 21.4 100.0
Sweden 7.3 86.7 6.0 100.0
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ISSP 1995: National Identity

Basic sets of questions:
Approaches to statehood, nationalism and citizenship
National pride and patriotism
National biographies of the family
Relation to residence and willingness to move
Cultural proximity with other states and nations
International relations
Attitudes on national minorities, refugees and immigrants

Selected results:

What does it mean to be Czech? For a person to be considered to be a true Czech, he or
she must above all be able to speak the Czech language and possess Czech qualities. Less
important is to be a Czech citizen, having spent the majority of his life in the Czech Re-
public or have respect for its laws and institutions. The tie between ‘Czechness’ and birth
in the Czech Republic is very limited, as is the relation between ‘Czechness’ and Christi-
anity. People from the countryside and with lower education were more demanding, actu-
ally creating more conditions and placing greater importance on being
a ‘true Czech’.

What can Czechs be proud of their country for? Altogether 91 % of respondents were
proud of Czech history, 86 % of art and literature, and 71 % of successes in sports. Far
fewer people were proud of the economy, functioning democracy, army and social securi-
ty. Feelings of Czech exclusivity increased with age and were stronger in smaller commu-
nities. More educated people and those with knowledge of foreign languages tended to be
more skeptical in this respect.

Command of languages. For 64 % of respondents, Czech is the only language in which
they are capable of communicating. German is the most common second language (34 %),
followed by English (23 %) and Russian (22 %).

Relation to immigrants and refugees. 90 % of the population think that the Czech state
should enforce more strict regulations against illegal waves of immigrants from other
countries. The most common argument against accepting refugees is fear of an increase in
crime (68 %) and unemployment (42 %). This type of xenophobia towards immigrants is
common in all post-communist countries, and is shared by many Western countries (Aus-
tria, Germany, and Italy). Ireland and Canada are seen as ideal countries for refugees,
where few people have negative attitudes towards immigrants, and where the majority of
people see them as the source of positive contributions in the areas of cultural openness
and the economy.

Ties to residence and willingness to move. Three-fourths of Czech respondents today
live in the same area where they grew up (57 % in the same community, 16 % in a differ-
ent community within the same region), and feel a strong attachment to it. There is little
willingness to move in order to improve one’s economic situation. People are most willing
to move to a different part of the same city. Only 8 % of respondents would be willing to
move out of Europe for economic reasons.
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International relations. Two countries have specific positions here: Slovakia and Ger-
many. Slovakia is seen as a country with the most similar culture and is often referred to
as an important political and economic partner. Similar feelings apply to Germany, but
more than half of Czechs believes that it is a possible source of danger.

Figure D3 For what are you proud of your country (percentages of agreement) (%)
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ISSP 1996: Role of the Government

Basic sets of questions:
The role of the government in the economy, distribution and redistribution
Attitudes towards government spending
Evaluation of the power of government, trade unions, and large industrial firms
Tasks of the government in resolving the problem of inequalities
Opinions on taxes
The degree of alienation from the political system among citizens
Understanding of political affairs
Tendency towards social protests and degree of tolerance towards extremism
Social and political participation
Anomie
Identification of the dimensions of the political field

Selected results:

State ownership vs. private ownership. Czech society in general gives preference to state
ownership of strategic holdings over private ownership. This is the case in other reforming
countries as well. Citizens of Western countries are much less inclined towards state own-
ership. Exceptions to this are Northern countries, where there is a more liberal approach to
productive enterprises (energy plants) and strategic services (banks), however in the case
of hospitals, they believe the state should play an even greater role than do citizens from
the post-communist world.

Macroeconomic preferences. The majority of the Czech population (65 %) gives pref-
erence to low inflation over low unemployment (35 %). This is nothing unusual; if the
unemployment rate would stay around 4 %, there would be no reason to think that an in-
crease would be problematic. For several years already the inflation rate has been around
10 %. It is important to note, however, that about one-fifth of the population does not
have an opinion. The majority of people who placed greater emphasis on low unemploy-
ment placed themselves on the left of the political spectrum, while advocates of the right
supported anti-inflation politics.

Tax policies. According to the typical spectrum of opinions on taxes, the less privileged
pay too much while the wealthy pay too little. Calls for higher taxation of the rich are col-
ored by the fact that people do not have a clear understanding of the actual tax burdens on
the rich. These critics estimate that the median tax on a salary of 40,000 CZK should be
8,000 CZK, which is much less than the actual tax on this salary.

Acceptability of a budget deficit. 44 % of respondents support the preservation of the
present rate of public spending, even at the cost of a budget deficit, and one-third support
a balanced budget even at the cost of cuts in public spending (23 % of respondents were
undecided). It is interesting that opinions on the state budget corresponded closely to the
political spectrum. On the left side there was greater support for the maintenance or in-
crease in public spending, while the right side was dominated by calls for a balanced
budget.
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Table D3 Governmental or private control? (% of respondents in favor of public

control)
Country Electricity Hospitals Banks
Australia 37 21 71
Canada 55 26 73
Czech Republic 19 17 24
France 57 27 27
Germany (East) 27 14 41
Germany (West) 56 37 73
Hungary 7 9 30
Ireland 50 27 58
Spain 39 21 56
USA 80 74 78

Table D4 Low unemployment or low inflation rate? (% of agreement)

Country Inflation Unemployment
Australia 42 58
Canada 40 61
Czech Republic 65 35
France 18 82
Germany (East) 53 47
Germany (West) 62 38
Hungary 55 45
Ireland 34 66
Spain 22 79
USA 47 53

Table D5 Same level of social security and monetary deficit or balanced state fi-

nances and lower social expenses? (% of agreement)

Country Same level of social security Lower social expenses
Australia 47 53
Canada 44 56
Czech Republic 57 43
France 48 52
Hungary 68 32
Spain 58 42
USA 63 37
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ISSP 1997: Work Orientations

Basic sets of questions:
General attitudes towards work and leisure time
Relation of work and leisure time
Work ethic
Work and personality
Fears of unemployment
Consequences of unemployment
Organization of work
Content of work
Factors influencing attitudes towards work
Attitudes towards independent enterpreneurship
Beliefs about life success
Comparison of the employment in private and public sector and in all and large
businesses
The representation of collective interests (trade unions)

Selected results:

What is important in a job? Job security in the future was the most important factor, fol-
lowed by interesting work. However, Hungary differs notably in this respect, where
a high wage is considered much more important than interesting work. The possibility to
make one’s own decisions was most valued in Germany (41 %) and least valued in the
Czech Republic (20 %). The possibility of promotion is important for Hungarians (29 %)
and Italians (37 %), while of only little importance to Czechs (8 %) and Swedes (11 %).

Unemployment. East Germans are most afraid of unemployment. Swedes and Italians
feel most secure in their work positions (approximately half of them expect job security in
the future). It is interesting that while there is much lower unemployment in the Czech
Republic than in Hungary, Hungarians express much less fear about job loss (more than
one-third feel secure in their positions in the future, in comparison with only 22 % of
Czechs).

Finding a new job. What would happen to someone if lost his or her job? From the po-
sition of evaluating one’s chances of success on the labor market and of finding a new
position, there is little optimism among the surveyed countries. In all countries except the
Czech Republic, the opinion that finding a new job in the next twelve months is unlikely,
was dominant.

Labor mobility. Only with the arrival of the market to the Czech Republic did the con-
cept of labor mobility begin to lose its negative meanings, and had even become some-
thing both necessary and desirable from the perspective of the allocation of the labor
force. Since 1989, 32 % of economically active people changed jobs (20 % even several
times) and 28 % even changed their occupation (10 % several times). Nevertheless, in the
Czech Republic, there are still a significant number of people who have remained in the
same position as before 1989.
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Figure D5 Job security (% of economically active people who do not have fear of
losing their jobs)

%

Sweden

Italy k

West Germany

Hungary

Czech Republic

East Germany

0 10 20 30 40 50 60

Figure D6 Ability to find another job in the next 12 months (% of economically

active people who consider this to be unlikely)
%

West Germany

East Germany

Ttaly -

Sweden

Hungary

Czech Republic

341



E. Other surveys used

Social Justice 1991 and 1995

The survey was conducted in 1991 within the framework of the International Social Jus-
tice Project aiming to compare perceptions of social inequalities and social justice in 13
countries: USA (N=1405), Japan (777), West Germany (1837), Great Britain (1319), the
Netherlands (1783), Bulgaria (1405), Czechoslovakia (810 in the Czech Republic and 371
in Slovakia), Hungary (1000), East Germany (1019), Poland (1542), Russia (1734), Slo-
venia (1375) and Estonia (1000). In order to describe the changes that had occurred since
the first year of transformation, the survey was repeated in 1995 in the Czech Republic
and in 1996 in Bulgaria, Hungary, Russia, and East Germany.

In all three cases, the Institute of Sociology of the Academy of Sciences organized the
Czech survey. In 1991, the sample of adult population over 18 was selected by
a random sampling procedure, whereby the region and size of the locality were defined in
the first step and individuals according to Central Register of the Population in the second
step. In 1995, the sample was selected by ‘random walk’. First, the selection of localities
was used and then a systematic selection of houses and apartments took place. Finally,
within households, respondents were randomly selected. Data was collected by the Center
for Empirical Research STEM.

Social Stratification in Eastern Europe after 1989 (SSEE) and survey on elites

The survey was conducted in 1993 in Bulgaria (N=4919), Czech Republic (4737 + 884
over-sampling in Prague), Hungary (4977), Russia (5002) and Slovakia (4920), and later
in 1994 in Poland (3520). Donald J. Treiman and Ivan Szelény conducted the internation-
al comparative research project from the University of California in Los Angeles. The
questionnaires used in individual countries included fully comparative questions, from
which the international file was created.

The Institute of Sociology of the Academy of Sciences prepared the survey in the Czech
Republic. Data collection occurred in March and April of 1993 and was carried out by the
Czech Statistical Office, using a sub-sample of the Microcensus 1992. One-third of
households surveyed by Microcensus 1992 was addressed by SSEE questionnaire. Within
households, individuals over 18 years of age were randomly selected. The sample was
intentionally increased in Prague for the purpose of urban geography.

Along with the survey of representative samples of the populations, in 1993 Hungary,
Poland and Russia, and in 1994 in the Czech Republic, a survey on elites was conducted
which compared the situation before and after 1989. The original intention was to apply
the same method in all countries and gather samples of ‘nomenklatura cadres’. This con-
sisted of a random selection of positions registered by central committees of national
communist parties in 1988), the ‘old economic elite’ (random selection of biggest state
firms and their top managers in 1988), the ‘old economic elite’ several years on (random
selection of the biggest firms and their top managers in the year of the survey) and the
‘new political and cultural elite’ (random selection of the most important positions in poli-
tics and culture in the year of the survey). However, due to difficulties with the organiza-
tion of the survey, different methods were applied in the various individual countries.
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Economic Expectations and Attitudes (EEA)

The surveys of the Czechoslovak and later only Czech population started in May 1990 and
were conducted biannually in 1990-1992 and later annually (1993-1998). Surveys were
organized by the team of socio-economics of the Institute of Sociology of the Academy of
Sciences headed by Jifi Vecernik. The samples include adults selected by a two-step quota
sampling procedure, whereby the region and size of the locality were defined in the first
step and gender, age and education in the second. The data was collected by the Center for
Empirical Research STEM.

Time and samples of EEA surveys:

Collection Czech Slovak

I May, 1990 1107 544
. December, 1990 1160 584
II. June, 1991 1092 597
V. December, 1991 1126 583
V. July, 1992 1104 980
VI. January, 1993 1142 829
VII. November, 1993 1113 853
VIIl.  November, 1994 1307 816
IX. January, 1996 1459 -

X. January, 1997 1421 -

XI. April, 1998 1380 -

Microcensus surveys started in 1958 as regular income surveys conducted every 3-5 years
on 1-2 percent samples of households. Data on wages were notified by employers and
pension benefits by post-offices. Here, we used the 1989 Microcensus conducted by the
CSO on a 2 percent random sample (N=69,912) in March 1989 including yearly incomes
in 1988, the 1992 Microcensus, conducted by the CSO on a 0.5 percent random sample
(N=16,234) in March 1993 and including yearly incomes in 1992, and the 1996 Micro-
census, conducted by the CSO on a 1 percent random sample (N=28,148) in March 1997
and including yearly incomes in 1996. In the two later surveys, incomes were not con-
firmed but data corrections were made by the CSO.

Family Budgets as a regular survey series was established in 1958 as a quota-sample
based survey of households of manual workers (working class), non-manual workers (em-
ployees) and cooperative farmers, with pensioners (only households without economically
active members) added later. The survey is conducted on about a 0.1 percent sample and —
unlike FES in other countries — it is a permanent survey based on daily records of all in-
comes and expenditures. After 1989, the category of self-employed was also included and
a special sub-sample was added aiming to over-represent the number of households living
below or close to the legal living minimum. The size of the sample was slightly reduced in
the 1990s and covers a maximum of 3,500 households.

343



F. Sociological Data Archive

The archiving of the micro-data of sociological surveys began in the United States and
Europe in the 1960s. Sociological data archives have also already been established in sev-
eral CEE countries. The data archive is today considered to be a standard tool, which pro-
vides storage and protection of public domain data files from social science research and
makes them easily accessible for secondary use. The basic aims of the archive are the fol-
lowing: 1. To store data files from sociological research projects; 2. To systematically
process, document, and classify these files; 3. To protect them from possible damage; 4.
To make them accessible for secondary use.

The establishment of the Sociological Data Archive, which has been in operation since
September 1998, was a response of the project Social Trends to the poor conditions for
the utilization of costly sociological surveys financed from public resources. Before the
archive was opened, most social data files in the Czech Republic remained under the con-
trol of individual research teams even after the so-called protection period. There was no
systematic index of existing files, and poorly protected data was at risk of being lost or
damaged. Anyone interested in a specific data file had to first find out where it was held,
and then negotiate with the researchers. In the end, the lack of documentation, often stored
in an unsatisfactory format, made it difficult to gain immediate access to data.

The benefits offered by the archive can be summarized as follows: 1. Collection of data
in one place makes sociological information easily available for other researchers than of
the original team; 2. The archive makes accessible previously unavailable sources of re-
search materials for teaching and dissertations; 3. The archiving better protects the data
files from loss or irreversible damage; 4. Archiving data allows replication of surveys
even after the original research teams have been dissolved; 5. The processing of data for
archive purposes increases the value of existing data; 6. The wide availability of data al-
lows for greater public control over the quality of data and current research.

The archive creates a new channel for communication between Czech and international
researchers, and establishes a means of cooperation with foreign institutions concerned
with sociological data. It can help make foreign data more easily available to Czech re-
searchers, while also increasing the accessibility of Czech data to foreign researchers, thus
making Czech research better known internationally. The archive may also become a basis
for contacts with business and make many surveys conducted for commercial purposes
available to academic research. Increasing access to existing sources of sociological in-
formation contributes to a greater popularization of sociology among the public.

The archive stores the following data files: 1. Data files originating in the research pro-
jects of the Institute of Sociology of the Czech Academy of Sciences; 2. Sociological data
files originating in other sociological research financed from public resources; 3. Data
files of surveys conducted for private purposes obtained on the basis of agreement on data
exchange for teaching and research purposes; and 4. Data files from accessible public
opinion surveys.

Because data archiving started within the project Social Trends, it focused on compara-
tive projects, in which the Czech Republic has participated since 1990, and on the moni-
toring of changes in social structure in the Czech Republic. Among international projects,
there are surveys of the International Social Survey Programme (ISSP), Social Stratifica-
tion in Eastern Europe after 1989 (SSEE), Social Consequences of Transition (SOCO),
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the international Social Justice project and Social Actors of Transformation and Moderni-
zation. Among national Czech projects, there are the survey series Economic Expectations
and Attitudes (EEA) and Transformation of the Social Structure. The further collection of
data files will be focused on archiving all data files from earlier research projects of the
Institute of Sociology since 1990.

Data files are stored together with corresponding documentation, including original
fieldwork instruments (questionnaire, show-cards, etc.), information about the authors and
their institutions, description of the fieldwork, sampling method, representativeness, vari-
ables transformations and weights, information generated from the data (list of variable
and frequencies), information on publications based on the data, and any other relevant
information. The completeness of the documentation depends on its availability. Unfortu-
nately, securing the availability of all required items is often rather problematic.

The standard conditions for the provision of files includes: 1. Data may be used only for
non-commercial research and teaching purposes; the intended purposes are to be specified
in the request and may not be altered; 2. Personal information about respondents in re-
search projects is strictly confidential and the user cannot publicize it; 3. Any publication
based on the data file must quote the source accurately; 4. The user of a file may not,
without the permission of the archive, further distribute data or make the data accessible to
persons not specified in the original request; 5. The user is required to inform the archive
about all publications based on data obtained from it; 6. Data files from state-sponsored
projects are free of charge. Additional expenses (printing of questionnaires and documen-
tation, copying data files on portable media, postage, etc.) are to be covered by the recipi-
ent.

The majority of files are provided to all interested persons who meet the basic condi-
tions. Certain files may be offered only to particular interested persons, for example, in-
ternational research projects whose data are archived abroad, or may be made accessible
only to interested persons from the Czech Republic. The intended use of data may be lim-
ited on the request of the depositor and certain data files may be distributed only with
written permission.

To obtain the data from the archive, the interested person must complete the following
steps: 1. Identification of the required data file; information on data files can be found on
the archive website or in printed materials from the archive; 2. Complete the Data Order
Form and sign the Undertaking Form; forms include personal data, information about the
purpose of the research, the method of delivery and information on the format of data, and
a signature is required to indicate agreement with the conditions of data use; 3. Send both
completed forms to the archive; the Data Order Form may be completed on the Internet,
the Undertaking Form requires a signature and it is thus necessary to send it via post or
fax; 4. The archive will respond to each request, and after meeting the conditions for ob-
taining the requested data file, the data and accompanying documentation will be made
available; 5. The user of any data file must inform the archive about publications based on
the data.

Data files are provided in their original format, or in formats compatible with the SPSS
program for Windows, and may be distributed via ordinary mail on portable media (3.5
floppy diskettes, CD, ZIP), or via specially provided ftp access on the server. To increase
accessibility of sociological data for teachers and students, the archive offers the possibil-
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ity of on-line access to selected data files. These public domain data files will be made
available for educational purposes to all users without having to complete a data order
form or sign the conditions of its use.

Information on how to obtain data is available on the website of the archive, which con-
tains 1. An overview of stored data files with searching possibilities; 2. Basic information
about the data files and variables; 3. The possibility of obtaining questionnaires and/or
codebooks on-line; 4. The possibility of ordering data files with the electronic order form;
5. The possibility of obtaining selected data for educational purposes on-line.

Information about the archive will be published in topical and other periodicals, in insti-
tutions of higher education and public sector. Public presentations of the archive and its
services have already been organized. An information bulletin about the archive, with a
methodological supplement, is published quarterly. In the future, the activities of the ar-
chive will also include analytical services and overview studies.

The Archive can be contacted personally, via post, e-mail or on the Web at the follow-
ing addresses.

Postal Address:

Institute of Sociology
Sociological Data Archive
Jilska 1

110 00 Praha 1

Czech Republic

Fax/Phone: (+420-2) 2222 1658

E-mail: archiv@soc.cas.cz
Internet: http://archiv.soc.cas.cz
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G. The project Social Trends

The project Social Trends: Research - Archives - Publications - Training was financed
by the Grant Agency of the Czech Republic between mid-1996 and the end of 1998. It
was conceived by researchers of four institutions: the Institute of Sociology of the Czech
Academy of Sciences; the Faculty of National Economy, Economic University in Prague;
the School of Social Studies, Masaryk University in Brno; and the Center for Educational
Politics, Pedagogical Faculty, Charles University in Prague. The aim was to bring together
economic, demographic, sociological and pedagogical institutions. The headquarters of
the project was in the Institute of Sociology of the Czech Academy of Sciences, under the
leadership of Petr Maté&jt and Jifi Vecernik.

The project arose from the idea that the association of the Czech Republic to Euro-
Atlantic structures also entails its integration into international networks of information,
including the regular monitoring of economic, social and political change. While
a strong base for this has already been built in other transition countries (especially Hun-
gary and Poland), the Czech Republic has lagged rather far behind. However, this is not
only an issue to feed the demand of international institutions, because there is also an im-
portant domestic audience for such information, ranging from governmental institutions
and Parliament to the interested public. A large interest was evolved already by preparato-
ry publications — eight-page bulletins for the wider public and comprehensive working
papers directed towards specialists (see the list below).

The main goal of the project was to initiate the publication of a series of Social Reports
aiming to systematically map the development of society from economic, social and polit-
ical points of view. We proposed the publishing of social yearbooks as an overview of
basic information and data, which are simply analyzed and briefly commented in
a relatively comprehensive historical and comparative form. The core of this was to be
description of socio-economic and political structures and the behavior of the population,
placed within their macroeconomic and demographic contexts. The planned publications
were to enable the description of society as a multi-dimensional and dynamic socio-
economic and political entity, and to place emphasis on several of these facets of society.

But this main aim can only be achieved within the wider context of supporting and
complementary ones. The first of them was the foundation of the Sociological Data Ar-
chive similar to those already functioning in all advanced and even some transition coun-
tries. The aim of such an archive is to make the original data files easily accessible to stu-
dents, researchers and all private interested parties, to be used for their own analyses ac-
cording their research hypotheses. This type of archive is an important source not only for
those who are already aware of such research projects, but may also serve as an inspira-
tion for all those who are interested in formulating research problems or locating empirical
support for their hypotheses.

The second supporting aim was to secure participation of the Czech Republic in the In-
ternational Social Survey Programme (ISSP). This participation allows not only the regu-
lar flow of internationally and historically comparative data, but also cooperation with
prominent sociologists from around the world, which provides necessary pressure on the
standards of Czech sociological research. Thus the goal is to create conditions for the
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maintenance of a high standard of data from the Czech Republic and at the same time for
the more intensive use of ISSP survey data in domestic research projects and university
teaching.

The third supporting aim was to use international data and common work on Social Re-
ports for the training of young researchers. This aim arises from the conviction that the
present separation of teaching and post-graduate education from research is unfortunate.
The new generation of specialists in social research is isolated from the core research pro-
jects with which the Czech Republic is entering into international cooperation. This situa-
tion is even more ridiculous because on the one hand, as a rule students have scarce access
to empirical sources of good quality and analytically oriented specialists and, on the other
hand, research projects are conducted in the absence of post-graduate students and prom-
ising young researchers. Despite this unfortunate situation and many formal declarations,
all attempts to effectively join research and teaching have so far been unsuccessful.

For this reason the Institute of Sociology of the Academy of Sciences and the Faculty of
Social Studies at Masaryk University joined forces to create a seminar for the comparative
analysis of data from social research projects. It was intended to open international com-
parative projects to lecturers and students, which itself would be a great contribution to
the projects themselves. In the short-term, these projects would have received great assis-
tance in data analyses and their documentation (student papers and theses, student partici-
pation in the preparation of files and data processing), and over the long-term, it would
enable the directors of large research projects to contribute to the preparation of a new
generation of social researchers.

Although this long-term (as originally planned) project was terminated already after the
first two-year period, its goals were met to the greatest degree possible. According to our
plan, we published the Czech version of the Social Report in 1998 (which has already
attracted the attention of a large audience) and this English version in 1999. Within the
project, three ISSP surveys were conducted: The Role of Government (1996), Work Ori-
entations (1997) and Social Inequalities (1998). One survey from the series Economic
Expectations and Attitudes was also collected. Furthermore, the Sociological Archive was
successfully opened and there has been increasing interest in it (see Appendix F). Only the
creation of a “Western- style’ seminar was not realized because, among other reasons, our
Brno colleagues were burdened with the transformation of the previous School of Social
Studies belonging to the Faculty of Philosophy into an independent Faculty of Social
Studies. Only small seminars of the project have taken place, attended by interested stu-
dents and journalists.
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The list of published bulletins Information and analyses

1.

2.

10.

11.

12.

Petr Matéji: Stavame se spolecnosti stfednich tfid? (Are we becoming a middle
class society?) .

Jiti Vecernik: Vydélky, ptijmy domacnosti a majetek: jak se posiluji trzni nerov-
nosti? (Earnings, household incomes and wealth: how are market inequalities in-
creasing?).

Klara Vlachova: Co tikaji volby do Snémovny o ¢eské politické scéné? (What do
the parliamentary elections say about the Czech political scene?) .

Petr Matéji and Klara Vlachova: Volby do Sendtu: voli¢i, osobnosti, strany
a ideologie (Senatorial elections: voters, personalities, parties and ideologies).
Ladislav Rabusic: Souc¢asné populacni trendy v ¢eské spole¢nosti (Contemporary
population trends in Czech society).

Petr Matéji and Jifi Vecernik: Vefejné minéni a spolecensky vyvoj. Je nase
spole¢nost v krizi? (Public opinion and social development: is our society in cri-
5is?).

Kamil Janaéek a Marie Frydmanova: Trh prace: dosavadni vyvoj a ¢eska specifi-
ka (The labor market: recent development and Czech specificities).

Ladislav Cerych: Transformace vzdélavaci soustavy: kvantitativni zmény a me-
zinarodni srovnani (Transformation of the educational system: quantitative
changes and international comparison).

Petr Fiala, Miroslav Mare§ and Pavel PSeja: Strategie ¢eskych politickych stran
po volbach v roce 1996 (Strategies of Czech political parties following the 1996
elections).

Klara Vlachova: Jakou chceme vladu? Nazory na roli statu v Ceské republice,
evropskych zemich a USA (What kind of state do we want? Opinions about the
role of government in the Czech Republic, European countries and the USA).

Jifi Vecernik: Jak se prerozdéluji piijmy? Dané a davky v letech 1989-1996 (The
redistribution of incomes: taxes and social benefits in 1989-1996).

Petr Matéjti and Martin Kreidl: Prom&ny ve vnimani tspéchu, bohatstvi a chudo-
by — ‘americky sen’ nebo ‘italska cesta’? (Changes in the perception of success,
wealth, and poverty: the ‘American dream’ or an ‘Italian road’?).
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The list of published Working Papers

1.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.
20.

21,

350

Petr Mat&jti and Blanka Rehakova: Turning left or class realignment? Analysis of
the changing relationship between class and party in the Czech Republic, 1992—
1996.

Petr Matéji: Objektivni mobilita, subjektivni mobilita a zivotni Sance v
postkomunistické Evropé (Objective mobility, subjective mobility, and life-
chances in post-communist Europe).

Petr Mat&jti and Blanka Rehakova: Obrat doleva nebo proména vzorctl volebniho
chovani socialnich tfid? Analyza zmény v efektu pfislusnosti k socialni tfidé¢ na
volebni chovéani v Ceské republice 1992-1996 (see No. 1).

Jifi Vecernik: Privatizace, formovani stfednich tfid a postoje populace (Privatiza-
tion, middle class formation and attitudes of the population).

Blanka Rehdkova: Vyvoj piedstav o spravedlivém piijmu (Changing beliefs
about a just income)

Petr Maté&ji: Predstavy o distributivni spravedlnosti v transformujici se
spole¢nosti (see No. 7).

Petr Mat&jt: Beliefs about distributive justice and social change.

Martin Kreidl: Percepce pfi¢in chudoby a bohatstvi (Perception of the causes of
poverty and wealth).

Petr Matéji and Klara Vlachova: Krystalizace politického spektra a faktory
pisobici na volebni rozhodovani v Ceské republice (see No. 10).

Petr Matéji and Klara Vlachova: The crystallization of political attitudes and
political spectrum in the Czech Republic.

Petr Matéju and Klara Vlachova: The role of politically relevant attitudes and
value orientations in electoral decisions. The Czech Republic in 1996.

Vladimir Toms$ik: Komparace makroekonomického vyvoje transformacénich
ekonomik s dlrazem na vyvoj zahrani¢niho obchodu a platebnich bilanci (The
comparison of macroeconomic development in transitions countries with an em-
phasis on the foreign trade and balance of payments).

Jifi Vecernik: Social stratification and income distribution: socio-economic poli-
cies and the middle class in Czech reforms.

Petr Maté&ja: Peripetie vyvoje a krystalizace stiedni tfidy (Peripeteias of the de-
velopment and crystallization of the middle class)

Blanka Rehakovéa: Volebni chovani riznych skupin voli¢t v predasnych par-
lamentnich volbach v roce 1998 (Voting behavior of different social groups in
the 1998 irregular elections).

Petr Matéju and Martin Kreidl: Rekonstrukce socialniho statusu (see No. 20).
Eric Hanley, Petr Mat&ji, Klara Vlachova and Jindfich Krej¢i: The making of
post-communist elites in Eastern Europe.

Martin Kreidl, Klara Vlachova: Nastal soumrak pravicového extremismu? (Has
the right-wing extremism come to disappear?)

Petr Matéju: The middle class formation in the Czech Republic 1991-1997.

Petr Matéji and Martin Kreidl: The crystallization of social status in the post-
communist society. The Czech Republic 1991-1997.

Jifi Vecéernik: Distribution of income in the Czech Republic in 1988-1996: read-
justment to the market.



H. Definitions of social classes and index of socio-economic status

Classification of classes EGP

Robert Erikson, John H. Goldthorpe and Lucienne Portocarero (1979) developed classifi-
cation of social classes used throughout this report for comparative studies of social mo-
bility. The authors’ initials were used to create an acronym for this classification (EGP).
After testing, the EGP class schema was adopted as a standard tool for comparative anal-
yses of social structure and mobility. One of the most comprehensive studies of Erikson a
Goldthorpe, which explains and applies the EGP class schema, was published in 1992
(Erikson and Goldthorpe, 1992).

The authors themselves emphasize that the aim of the classification is to differentiate
positions within labor markets and production units, taking into account also their distinc-
tions in terms of the employment relations. Although principles of the differentiation
adopted to build the schema have been derived mostly from classical sources (K. Marx
and M. Weber), they meet requirements of analyzing class mobility in industrial nations.

The EGP classification determines class position according to three major characteris-
tics of a person’s occupation, which are assumed to be key attributes of occupational
class:

1. Economic status, i.e. whether a person is employer, self-employed, or employee.
Three main groups then are a) employers (that can be further classified into large and
small), b) self-employed (further classified in self-employed in manufacturing or agricul-
ture), and c¢) employees, where can be distinguished those in service relationship, interme-
diate, and those with labor contract.

2. Form of regulation of employment distinguishing employees in service relationship
(predominantly salaried professionals, higher technical, administrative, and managerial
positions), wage earners in “intermediate” position (routine non-manuals, lower technical
and manual supervisory workers), and workers whose position is characterized by labor
contract (typically manual occupations).

Additional criteria used to define more detailed version of the classification are the fol-
lowing: the type of industry (agriculture, services, manufacturing), position in the hierar-
chy of authority and autonomy (lower or higher professionals, managers), and level of
skills among workers (skilled or unskilled workers).

EGP class schema has several versions according to the number of classes that are dis-
tinguished. The most detailed version (full version) distinguishes eleven classes, the col-
lapsed versions proceed from ten to three categories. Application of a particular version
depends on concrete conditions of analysis. First of all, in order to secure reasonable
number of cases in each class category, reduced (collapsed) versions of the class schema
are used if the number of analyzed cases is small. Another important condition for the
definition of classes is the number and compatibility of available characteristics (varia-
bles) that can be used to define individual classes in data files.

The following table shows the version of EGP class schema, which is most frequently
used in this report along with average values of socio-economic index.

351



Classification of classes (EGP) and average values of international index of socio-
economic status (ISEI) in CEE countries

Average
Code Original code Description value of
ISEI
1 I Higher-grade professionals, administrators, and 65
officials; managers in large firms; big proprietors
2 Il. Lower-grade professionals, administrators, and
LT S - 54
officials; higher-grade technicians; managers in
small firms; supervisors of non-manual employees
3 Ila. + Illb. Routine non-manual employees 45
4 IVa. Small proprietors, artisans, etc. with employees 44
5 IVb. Small proprietors, artisans, etc. without employees 40
6 V. Lower-grade technicians; supervisors of manual 39
workers
7 VI. Skilled manual workers 35
8 Vila. Semi- and unskilled manual workers (not in agri- 27
culture)
9 Vlib. Agricultural and other workers in primary produc- 22
tion
10 IVc. Farmers and small-holders; other self-employed in 25

primary production
Source: Erikson and Goldthorpe, 1992:38; SSEE.

International index of socio-economic status

The index of socio-economic status of occupation (SEI) was developed in 1961 by O. D.
Duncan (see Duncan, 1961). The index was constructed by regressing known occupational
prestige ratings of a limited set of occupational titles on the age-specific average educa-
tion and age-specific average of income of matching 1950 U.S. Census occupational cate-
gories. The following regression equation was applied to produce SEI scores for Census
occupation categories:

P =0.59INC+ 0.55EDU-6.0
Where P is prestige score (whose estimates is in fact the socio-economic index), INC is
the proportion of men with income higher than 3500 dollars, and EDU is a proportion of
men with at least four years of high school. Therefore, though the socio-economic index is
calculated as an approximation to standard prestige score, it is in fact a linear transfor-
mation of average education and income.
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Duncan’s index known under the acronym SEI (Socio-Economic Index of Occupations)
became a generalized measure of socio-economic status interpreted as a weighted sum of
the average education and average income of occupational groups. Duncan’s method was
used by other scholars both in the U.S. and other countries. Since SEI was developed as a
proxy to prestige scores, many authors treated SEI as equivalent or an approximation of
occupational prestige.

In response to a growing number of cross-national comparative analyses, at the end of
1980s, H. Ganzeboom, P. De Graaf and D. J. Treiman (1992) developed the international
index of socio-economic status. Unlike Duncan’s SEI, ISEI (International Index of So-
cio-Economic Status of Occupations), was neither conceptually, nor methodologically
linked to occupational prestige. The method applied by the authors was based on the re-
quirement that socio-economic index of occupation must explain the relationship between
education and income. In this respect this index satisfies Duncan’s original definition of
occupation as the intervening activity linking income to education. Technically, using
multidimensional scaling applied on 73,901 men aged 21-64 sampled from 31 data sets
from 16 countries, the authors were able to develop ISEI scores for 271 detailed occupa-
tional categories within the framework of the International Standard Classification of
Occupations (ISCO).

The advantage of ISEI is that it can be used for cross-national comparative analyses and
is available for large number of occupational titles comprised in the most frequently used
classification of occupations (ISCO). The scale of the index runs from 10 to 90. Since the
value of the index ISEI depends on a typical level of education as well as on average in-
come in a given occupational group (regression coefficients $=0,582, 3=0,466) the index
ISEI can be interpreted as a measure of socio-economic status of people who belong to the
occupational group.
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List of abbreviations

1. Political parties of the Czech Republic

CMUS
cp
CSDF
CSNS

v

Css
CSSD
D92
DEU
DZJ
HDZJ

HSD-SMS

HSMS-MNS;

HSS
KAN
KDU-CSL

KDS
KSC

KSCM

KSU
LB
LSU
MDS
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Ceskomoravska unie stiedu
Ceska pravice
Ceskoslovenské demokratické
féorum

Ceska strana narodné socialni

Ceskoslovenska strana
socialisticka

Ceska socialng demokraticka
strana

Demokraté 92 za spole¢ny stat
Demokraticka unie

Duchodci za zivotni jistoty
Hnuti dichodct za Zivotni jistoty

Hnuti za samospravnou
demokracii — Spole¢nost pro
Moravu a Slezsko
Hnuti samospravné Moravy a
Slezska
Hnuti za socialni spravedlnost
Klub angazovanych nestraniki
Ktestansko-demokraticka unie -
Ceska strana lidova
Kftestansko-demokraticka strana
Komunisticka strana
Ceskoslovenska
Komunisticka strana Cech a
Moravy

Kiestansko-socialni unie
Levy blok
Liberalné socialni unie
Moravska demokraticka strana

Czech-Moravian Centre Union
Czech Right
Czechoslovak Democratic Forum

Czechoslovak Party of National
Democracy
Czechoslovak Socialist Party

Czechoslovak Social Democracy

Democrats 92 for a Common State
Democratic Union

Pensioners for Life Guarantees
Movement of Pensioners for Life
Guarantees

Movement for Autonomous
Democracy - Association for Moravia
and Silesia

Movement of Autonomous Moravia
and Silesia

Movement for Social Justice

Club of Committed Non-partisans
Christian-Democratic Union -
Czechoslovak People’s Party

Communist Party of Czechoslovakia

Communist Party of Bohemia and
Moravia

Christian-Social Union

Left Block

Liberal Social Union

Moravian Democratic Party



MNS-HSMS
NEI
NSS-CSNS

ODA
ODS

SD
SDL
SD-LSNS

SPP
SPR-RSC
SRNDJ

SZ
SZV

us
VDS
VSZS

ZS

Moravska narodni strana
Nezavisla iniciativa

Narodné¢ socialni strana -
Ceskoslovenska strana narodné
demokrat.

Obcanska demokraticka aliance
Obcanska demokraticka strana
Obcanské forum

Obcanské hnuti

Obc¢anska koalice-Politicky klub
Romska obc¢anska iniciativa
Svobodny blok

Strana ¢eskoslovenskych
podnikatelti a rolnikd

Socialni demokracie

Strana demokratické levice
Svobodni demokraté- Liberalni
strana narodné socialni

Strana pratel piva

Sdruzeni pro republiku -
Republikanska strana
Ceskoslovenska

Strana republikanské a narodné
demokratické jednoty

Strana zelenych

Spojenectvi zemédelct a
venkova

Unie svobody

Vselidova demokraticka strana
Volebni seskupeni zdjmovych
svazu

Zajmove svazy

Moravian National Party

Independent Erotic Initiative

National Social Party - Czechoslovak
Party of National Democracy

Civic Democratic Alliance

Civic Democratic Party

Civic Forum

Civic Movement

Civic Coalition — Palitical Club
Romany Civic Initiative

Free Block

Party of Czechoslovak Entrepreneurs,
Tradesmen and Farmers

Social Democracy

Party of the Democratic Left

Free Democrats - Liberal National
Social Party

Friends of Beer Party

Association for the Republic-
Republican Party of Czechoslovakia

Party of Republican and National
Democratic Union

Green Party

Alliance of Farmers and Country

Freedom Union

All-People’s Democratic Party
Electoral Grouping of Interest
Associations

Interest Associations
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2. Other abbreviations

BIS
COMECOM
CSU (CSO)
CZK
EGP
EEA
EU
GDP
IPF
ISCO
ISEI
ISSP
MU
MFD
NORC
OECD
SCPR
SOCO
SSEE
STEM
CEE

UNICEF

LSF
ZUMA
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Bezpecnostni informacni sluzba (Security Information Service)
Council for Mutual Economic Aid

Cesky statisticky ufad (Czech Statistical Office)

Czech Crown (currency)

Erikson, Goldthorpe, Portocarero (clasiffication of social classes)
Economic Expectations and Attitudes (survey)

European Union

Gross Domestic Product

Investment Privatization Fund

International Standard Classification of Occupations
International Index of Socio-Economic Status of Occupations
International Social Survey Programme (comparative surveys)
Masaryk University in Brno

Mlada fronta DNES (daily newspaper)

National Opinion Research Center (USA)

Organization for Economic Co-operation and Development
Social and Community Planning Research

Social Costs of Economic Transformation (research project)
Social Stratification in Eastern Europe after 1989 (research project)
Stiedisko empirickych vyzkumt (Centre of Empirical Surveys)
Central and Eastern Europe (here the Czech Republic, Hungary,
Poland and Slovakia)

United Nations Children’s Fund

Labor Force Survey

Zentrum fiir Umfragen, Methoden und Analysen in Mannheim
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