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1. SUMMARY OF MAIN POINTS 

The proposed accession of the five east European countries to the European Union confronts the 
Union with substantial challenges which require a broad policy consensus. The process of 
accession must be managed so as not to over-burden the resources of the Union and its Member 
States. Although the accession of the CEEC is a huge task, there is little alternative. The social, 
economic and political status quo cannot be preserved simply by isolating the Union from its 
European neighbours. Isolation might force the CEEC to reduce their levels of social protection 
in order to attract investment, thereby exposing the social systems of the Member States to 
dangerous pressures. The Member States bordering the CEEC have already been affected by 
diversion of investment and high unemployment. If these effects spread, standards of social 
protection throughout the Union might be endangered. Moreover, migration of the poor from 
the CEEC to western Europe would exacerbate the problems posed by the black economy and 
social security fraud. The prospect of accession to the European Union will give the citizens of 
the CEEC the hope of attaining higher living standards and economic prosperity. However, the 
process of accession will be costly and require the provision of considerable expertise. 

1.1 The social aquis of the Community and its Member States 

Community social policy is underpinned by the right of each Member State to formulate and to 
administer its own type of social legislation in accordance with the principle of subsidiarity; the 
Community's task is to support and to complement the activities of the Member States. 
Community social policy is concerned with the creation of a European Labour Market, the 
improvement of the working environment, consultation and participation of workers, employ- 
ment protection, the integration of persons excluded from the labour market by means of 
improved education and vocational training and equality between men and women in employ- 
ment. 

The 1989 Charter of Fundamental Social Rights of Workers provides that ''according to the 
arrangements applying in each country, every worker of the European Community shall have a 
right to adequate social protection and shall, whatever his status or whatever the size of the 
undertaking in which he is employed, enjoy an adequate level of social security benefits; 
persons who had been unable either to re-enter the labour market and have no means of 
subsistence must be able to receive sufficient resources and social assistance in keeping with 
their particular situation". However, Community social policy does not seek to harmonise the 
Member States' different social security systems but to ensure their co-ordination and 
convergence. For example, Regulation 1408/71 is intended solely to prevent discrimination 
against migrants and not to ensure that the Member States' social security systems reach any 
minimum standard. Nevertheless, Regulation 1408/71 has enabled millions to migrate without 
suffering excessive losses of social security protection. Although the Commission does not 
consider Regulation 1408/71 a priority, its extension to the CEEC will be difficult since there 
are often large differences in the CEEC between the benefits legally available and what can be 
obtained in practice. As often medical treatment is unavailable in the CEEC unless a patient is 
willing to provide a large "backhander", many people may be tempted to seek medical care in 
the current Member States even though they are not entitled to it. 
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The Commission's 1995 White Paper Preparation of the Associated Countries of Central and 
Eastern Europe for Integration into the Intern1 Market of the Union' and Agenda 20002 
provide an overview of the legal and economic aspects of accession. The applicant countries 
must adjust to European Community standards in five areas, namely: 

Co-ordination of social security schemes as provided for Regulation 1408/71 and Regulation 
574/72. The extension of these Regulations is "not of immediate concern" for the Commission. 
However, after accession many CEEC citizens will wish to exercise their right to freedom of 
movement and to rely on these Regulations. 

Health and safety at work; the relevant Directives are the first framework Directive 
80/1107/EEC and its four supplementary Directives, and the second framework Directive 
89/391/EEC and its thirteen supplementary Directives. The Commission suggested that priority 
should be given to Directive 89/391. Legislative approximation in this area will require 
effective enforcement, the establishment of the necessary infrastructure, proper training for 
workers and the creation of efficient labour inspectorates. 

Equal opportunities for men and women: There are five Directives on equality (75/117/EEC, 
76/207/EEC, 79/7/EEC, 86/378/EEC, 86/613/EEC) and one Directive relating to the protection 
at work of pregnant women and those who are breastfeeding (92/85/EEC). No specific 
infrastructure is required other than the existence of a legal system so that persons can enforce 
these rights by legal process. An administrative body of the national governments should be 
responsible for implementing and overseeing legislation on equality. 

Labour law and working conditions: Directives in this field include Directive 75/129/EEC on 
collective redundancies, Directive 77/187/EEC on the transfer of undertakings, Directive 
80/987/EEC on insolvency of the employer, Directive 93/104/EC on working time and 
Directive 94/45/EC on information and consultation. The application of these Directives 
requires the existence of monitoring tools, appeals procedures, workers' representatives and a 
competent public authority; the Commission appears to assume that all these exist in the CEEC. 

Tobacco products: two Directives have been adopted concerning the tar yield of cigarettes and 
the labelling of tobacco products. The application of these Directives will depend on the 
technical capacity of the CEEC to measure the tar yield of cigarettes. The White Paper stresses 
that implementing this legislation should be a priority. 

1.2 Social security law and practice before the economic transition 

With the possible exception of Slovenia, the economic systems of the CEEC were command 
economies, closely based on the Soviet model. These systems shared the following 
characteristics: 

* High degree of Communist Party influence and direct access to the State budget 

COM(95)163 

* Bulletin of the European Union, Supplements 597-1597 
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4 
* 

Absence of economic incentives 
National health services funded and administered by the state 
Social security payments for work-related accidents or illnesses where politically acceptable 
No link between the financial resources available for social security and the performance of 
the economy 
Large over capacity among providers 
The level of pensions was set by the Communist Party without regard to their actual 
purchasing power, as basic needs were met regardless of economic considerations 
Large differences in the quality of health care depending upon the region or sector 
Poverty existed but was less visible than today 
Unemployment was not officially admitted 
Existence of moderate "backhanders" and a black economy 
Inefficient administration during frequent financial shortages 

There was no possibility of opposition to one-party rule; state-owned companies and trade 
unions operated in a fundamentally different way to their western counterparts and had to be 
radically reformed after the end of Communist rule. The environment was often sacrificed to 
permit the use of harmful methods of industrial production; widespread environmental 
degradation continues to endanger the health of workers. 

Poverty existed but, given the limited purchasing power of the CEEC currencies and the limited 
number of goods available, it was less visible than today. With the exception of a small 
political elite, differences in income were negligible. 

1.3 Social security law and practice today 

The main problems are: 

Since the collapse of Communist rule, social security systems can no longer rely on unlimited 
funding from central government resources, although substantial direct and indirect state 
subsidies remain. Social security systems are short of funds. 

The pace of administrative reform has been very slow. The process of legislative reform has 
been prolonged and very prone to influence from interest groups. Reforms have also been 
hindered by disputes over responsibilities and competences. 

Over-capacity in facilities and personnel in the medical sector have hindered efforts to increase 
efficiency and quality. It has become increasingly necessary for patients to pay "backhanders" 
to obtain treatment. Reducing staff and providing incentives for increased productivity are 
unusual. 

The population is increasingly discontented with the low quality of administration in the social 
security institutions. Doctors' salaries have remained extremely low, while in other sectors of 
the economy large differences in salaries have developed. Doctors who rely on their official 
income find themselves at the bottom of the economic and social ladder. 
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Government austerity measures intended to fight inflation and to attract investment have 
damaged the social security system. 

Foreign investment is vital to the CEEC and governments try to accommodate the interests of 
foreign investors. A considerable amount of heavy industry is in need of reform; these factories 
are unlikely to attract investors and substantial redundancies are likely. Moreover, these 
factories are unable to pay social insurance contributions or to implement new safety measures 
without going bankrupt. 

Substantial environmental problems continue to endanger the health of workers. The CEEC 
governments have inadequate funds, expertise or technology to address environmental issues. 

The economic transition has radically altered the structure of employment. More redundancies 
are expected in sectors where privatisation has not yet been completed. Heavy industry is most 
unlikely to attract investment. 

Substantial income differentials have developed; many people live below the official poverty 
line. While the economic outlook is rosy for talented or entrepreneurial individuals, the poorly- 
educated, the unskilled and country-dwellers face a fairly bleak economic future. Social 
security benefits are inadequate, which encourages people to work in the black economy. 

Perhaps the most important problem is the development of a large black economy, whose 
Lexistence has become widely tolerated. A large black economy reduces the amount of social 
security insurance contributions and tax receipts, thereby limiting government income and 
undermining the State's ability to perform its functions, which endangers the future of the entire 
transition process. Figures on the black economy vary widely but it appears that in some 
countries the black economy is as large as the official one. Widespread corruption adds to the 
problem of inefficient administration. 

1.4 Prospects 

The table at Annex 2 sets out certain key figures. Statistical data on the CEEC must be treated 
with caution and taken only as a general indication of the true picture. Few statistics can be 
checked and their preparation may have been influenced by political interests. Moreover, 
statistical methods differ between countries. Nevertheless, some general conclusions can be 
drawn. 

GDP rose at an increasing rate in 1994/1995 in all countries except Hungary. GDP growth 
reached a peak in 1995 and growth rates subsequently declined, as they had already done in 
Hungary. 

There are notable differences in levels of GDP per capita. At the extremes, Slovenia's GDP per 
capita is three times that of Estonia. However, the average GDP per capita in the EU is 2.5 
times higher than the average for Slovenia. 

Fiscal and monetary policies have shown remarkable success in reducing inflation. Due to 
economic growth, some CEEC enjoy unemployment rates lower than the EU average, although 
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official unemployment figures may not record all persons out of work. As in most EU Member 
States, the unemployment rate among the young in the CEEC is roughly twice the general rate 
of unemployment. The problem of youth unemployment is most acute in Slovenia, where the 
youth unemployment rate is 2.57 times the general unemployment rate. Slovenia is the only 
CEEC where youth unemployment exceeds the EU average. 

The process of privatisation and economic restructuring will continue in the CEEC, often with 
positive results. The CEEC governments will implement austerity measures to ensure the 
stability of their currencies. Social policy will not become an important political issue; few of 
the problems mentioned in this study will be solved in the near future. The countries where 
large numbers work in agriculture, such as Poland, will encounter severe problems both in 
reducing reliance on subsistence agriculture and in coping with the social consequences of 
agricultural reform. The quality of public sector administration will not improve without the 
provision of foreign expertise. Inadequate and poorly-administered social security benefits may 
encourage emigration. All the CEEC economies are prone to short or medium-term problems, 
such as trade imbalances, inflation and monetary crises. Widespread environmental problems 
will persist. The poor quality of the civil service, clearly visible during the flooding of the 
River Oder in the Czech Republic and Poland, will exacerbate these problems. Environmental 
problems will have social effects, especially in the field of health and safety at work. The 
CEEC governments may have difficulty in implementing EC legislation in practice, especially 
in cases where enforcement would entail the closure of many factories. Even a gradual 
accession of the CEEC to the Union will require more EU money to be spent on eastern Europe. 
More EC money and expertise would help to improve living standards for the peoples of the 
CEEC. 

1.5 Main problems for accession to the European Union 

The following points are general observations which may not apply to every country. 

Legal reforms are not always accompanied by actual changes in practice. 

Macro-economic problems, such as an over-large agricultural sector, obsolete heavy industry, 
currency problems and high unemployment, persist. 

Social and administrative problems, such as administrative inefficiency, insolvencies, shrinking 
social security benefits, dwindling government resources and the payment of "backhanders" for 
state-funded services, persist. 

EC funds will have to be redistributed, with less given to the current Member States and more 
to the CEEC. This redistribution may cause tension among the current Member States. 

Severe environmental problems continue to affect social policy and quality of life Organised 
crime is a major problem in the CEEC. 

Migration to western European countries may occur due to continuing economic differences 
between western and eastern Europe or rising poverty in the CEEC. 
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1.6 Possible solutions 

Greater efforts must be made to improve the performance of the social security systems in the 
CEEC and to prepare them for co-ordination with the systems of the current Member States; the 
citizens of the CEEC are unlikely to remain satisfied with their current economic and social 
prospects. A well-trained and professional civil service is essential to formulate and implement 
effective social and economic policy. Experts from the European Commission and the Member 
States should be integrated into the CEEC civil services to ensure better compliance with EC 
legislation and to supervise the disbursement of EC funds. A task force should be established to 
oversee the process of introducing EC legislation and to provide information and assistance to 
the CEEC. Permanent counterpart bodies should be established within all the European institu- 
tions, including the European Parliament, to assist in creating a policy consensus in this 
complex area. Task forces could be established in particular legislative areas, such as equal 
opportunities for men and women, labour law, working conditions and tobacco products. The 
disbursement of structural aid and the provision of expertise to the CEEC should be made 
conditional upon compliance with the EC's requirements. 

The adoption of EC legislation must be accompanied by the general introduction of western 
European standards, which may be far more difficult to accomplish than the mere enactment of 
legislation. Steps must be taken to prevent mass emigration from the CEEC by persons fleeing 
chronic poverty, as mass emigration would endanger western European social security systems, 
public services and labour market stability. Mass emigration might also spread black economy 
practices from eastern to western Europe, so damaging western European social security 
systems. EC assistance to the CEEC must be well co-ordinated. It may be useful to establish 
Union-wide think tanks and institutions able to suggest solutions to the problems arising from 
different programmes. The EC must provide adequate funds to finance reform. Environmental 
problems are complex and in need of urgent attention. All of the CEEC will be able to 
overcome their problems if they are given generous, well-directed and properly implemented 
assistance. 

The accession process is likely to take more than a decade; the difficulties of the process have 
been illustrated by the slow pace of change in eastern Germany, which in any case benefitted 
from being wholly absorbed into a Member State. Each country will have to meet the criteria 
for accession; consequently, programmes of assistance should be tailor-made for each country. 
The public in the Member States currently have only a limited understanding of the issues 
concerning the accession and must be better informed and prepared; although an information 
programme on this issue is perhaps the responsibility of the Member States, the European 
institutions have an important role to play, especially as the accession is a joint endeavour of the 
Member States, the Commission and the European Parliament. Care must be taken to ensure 
that the public debate does not become confined to the issue of redistributing EC funds. 
Nevertheless, it must be explained, especially to the public in countries currently receiving 
substantial amounts of EC funds, why it is necessary to divert funds to eastern Europe. The 
western European public are far more likely to welcome the accession if they are fully informed 
about it and understand all the issues. Moreover, providing assistance for reforms now rather 
than later is likely to reduce the costs to the EC in the long-run. 
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2. COUNTRY SUMMARIES 

2.1 Czech Republic 

General political and economic aspects 

The Czech Republic, a country of some ten million inhabitants, was established on the 
dissolution of the Czech and Slovak Federal Republic in 1993 and is today a stable democracy. 
Attempts to introduce the free market economy began immediately after the end of the 
Communist government. The country passed through severe recession in 1992 and 1993. With 
the exception of obsolete heavy industry and mining, privatisation has been very successful. 
The service sector is larger than in other CEEC. Rigid austerity measures reduced inflation to 
around 8.8% in 1996. Unemployment is not a major problem in the cities but is more prevalent 
in rural areas. By  the end of 1996 about 90% of all trade and construction companies were 
privately owned. Although much attention has been devoted to adopting EC legislative 
standards, legislative reforms on paper are not always implemented in practice, especially in the 
areas .of health and safety at work, environmental protection and health care. The standard of 
medical care has been damaged by large cuts in public expenditure. Increasingly vociferous 
public discontent with the government's social policy is thought to have influenced recent 
government decisions. A trade deficit, monetary problems, obsolete industry and growing 
differences in income remain problems. 

Important Points 

The government concentrates on monetary issues, economic growth and the fight against 
inflation. 
Social issues, such as the establishment of health and pension insurance institutions, have 
been neglected. 
There are large over-capacities in hospitals. Other medical facilities are handicapped by a 
lack of money. Doctors' salaries are low and pose an obstacle to reform, yet too many 
doctors are employed. The Czech health care system is experiencing serious difficulties. 
Reductions in social allowances have been very unpopular. The electorate is discontented 
with the political solutions offered to them. 
The pension insurance system is awaiting reform and the introduction of more capital 
funding. Private insurance companies already operate, but may be affected by falling real 
wages and competition. 
The health insurance institution is also responsible for health and safety at work, which 
requires improvement. Government agencies responsible for occupational safety must be 
given a clearer financial stake in improving performance. Political changes may give an 
impetus to reforms concerning occupational safety and environmental protection. 
Czech society is politically active and has focused its interest on topics barely mentioned in 
the other CEEC, such as equal rights for men and women, certain progressive aspects of 
education, public health and the environment. Help, funding and advice will be needed to 
balance Czech politics between growth and more complex social issues. 
To prevent social dumping and emigration, especially to neighbouring countries, assistance 
must be provided to improve the social sector. 
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2.2 Estonia 

General political and economic aspects 

With only 1.467 million inhabitants, the smallest Baltic state is also the smallest of the CEEC. 
Estonia lost more than 100,000 inhabitants between 1990 and 1996 due to emigration of 
Russians and a fall in the birth rate. The minority issue remains difficult. Only 63.2% of the 
population are of Estonian origin, while 29.4% are Russian and 7.4% from other minorities; 
Estonian electoral laws exclude about one-third of the population from voting. The economic 
transition has been accompanied by efforts to regain a sense of national identity after years of 
Soviet occupation. Estonian governments have concentrated on political and economic reforms, 
paying little attention to social questions. The inflation rate was 23.1% in 1996. The Estonian 
Crown is pegged to the Deutschmark at a rate of eight to one. Public confidence in the Estonian 
Crown has made this link possible, but a major financial crisis could put pressure on a link 
between such dissimilar currencies. The government has applied austerity measures which 
ensure that public expenditure cannot exceed government income, so avoiding foreign debt 
almost completely. The official unemployment rate is 4.3% but unofficial estimates put the rate 
at 10%. A huge black economy, illegal labour and frequent social fraud remain problems. 

Important Points 

e 

e 

e 

e 

e 

e 

e 

e 

e 

e 

e 

e 

e 

Estonian society is characterised by uncertainty and minimal social protection; in 1993, there 
were 171 abortions for every 100 births and 150 abortions to 100 births the following year. 
Income distribution is very uneven; only a few have benefitted from economic growth. At 
the beginning of 1995 average monthly income was ECU 65. Persons in the lowest income 
group received only ECU 17.07 per month. 
The state is the central provider of social security at the central and regional level. 
There are insufficient funds for health care facilities, pension insurance and the services of 
regional administrations. Reforms have often merely shifted responsibilities from one body 
to another often without making substantive improvements. 
Collection of taxes and social insurance contributions is inefficient. Black labour, tax evasion 
and social fraud go largely unchecked. 
Laws are frequently not implemented in practice. 
Regional discrepancies in living standards will exacerbate urban difficulties. 
Estonian society requires time and money to be able to adopt EU standards. 
Limited funds, a lack of skill and widespread inefficiency characterise public administration. 
The social security system does not offer adequate benefits and is shunned. The number of 
persons in need is likely to grow. 
Almost one in four persons is drawing a pension in accordance with rules established under 
the Communists. The pension system is in financial difficulty. 
Bribes and "backhanders" are common. 
Estonia is seen as more able to shoulder the burdens of EU membership than Latvia or 
Lithuania, although it has many of the same problems as these states. Singling out Estonia 
may have undermined Baltic co-operation regarding the preparations for accession to the EU. 
Much will have to be done in the field of social security, social services, public services and 
environmental issues to prepare Estonia for EU membership. 
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2.3 Hungary 

General political and economic aspects 

With 10.2 million inhabitants, Hungary has almost the same population as the Czech Republic 
although it is slightly larger. Hungary and the Czech Republic together have approximately half 
as many inhabitants as Poland. Hungary is a remarkably stable democracy and has experienced 
only one fundamental change in government during the economic transition, when the 
nationalist Magyar Demokratikus Forum was replaced by the ruling Socialists under GyGla 
Horn. The government has promoted export-led growth; 45% of exports go to Germany and 
Austria. The war in Yugoslavia destroyed a promising export market. The government 
continues to employ strict austerity measures against inflation and hopes to reduce the 1996 
figure of 23.6% to below 20% in 1998. Efforts to reduce the public sector deficit have created 
poverty for large parts of the population. About 20% of the population are thought to live below 
the poverty line. About 75% of GDP is produced by the private sector. The black economy 
represents approximately 20 to 30% of GDP, a low figure by CEEC standards. 

Important Points 

Among the CEEC, Hungary enjoys a particularly high level of foreign investment. Investors 

Unemployment is expected to rise as obsolete industry closes. 
Income distribution is uneven throughout the country; remote areas often have low average 
incomes. Although Hungary does not face the problem of large numbers of agricultural 
smallholders, freedom of movement is likely to lead to migration in search of employment to 
western Europe, and especially to Austria and Germany. 
The social security system, funded by contributory insurance, is supposed to provide certain 
services to the insured. However, the payment of "backhanders" is often essential and 
regional administrative offices are poorly co-ordinated and inefficient. 
Health care has been transformed from the old Soviet style national health service to a 
mixture of hospitals and General Practitioners under the supervision of municipal 
institutions. The health insurance institution also deals with occupational accidents and 
illnesses but in practice safety regulations are rarely enforced. 

have been attracted by inter alia continuous devaluation of the Forint. 

The pension system is unsatisfactory; many pensioners, especially women, live in poverty. 
The government considers economic growth and the fight against inflation more important 

High social insurance contributions are frequently evaded by employers and employees. 
Basic public services are in need of expertise and additional funding. 
Political compliance with EU regulations should not create problems. 
The social sector should be made a priority issue so as to improve the quality of life in 

than social issues. 

Hungary. 
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2.4 Poland 

General political and economic aspects 

With approximately 38.6 million inhabitants, Poland is the largest of the five CEEC. Poland has 
established a functioning parliamentary democracy and made remarkable economic progress 
since the end of Communist rule. Very low wages in certain sectors attracted foreign investors 
and a number of successful joint-ventures have been started. Nevertheless, many problems 
remain, largely because privatisation of large undertakings has not been completed and because 
the government continues to pay subsidies to sectors with no economic future, such as the 
important but inefficient agricultural sector. The fight against inflation has been given priority, 
although at 19.9% it remains high. A trade deficit may cause monetary problems. The official 
unemployment rate has been reduced from 14.4% in 1994 to 12.4% in 1996. Polish experts, 
assuming that the minimum wage represents the poverty line, estimate that 30-40% of the 
population live in poverty. World Bank estimates, based on a different method, are that 14.4% 
of the population live in poverty. All statistics must, however, be treated with caution. An 
omnipresent black economy threatens the welfare state and widespread corruption undermines 
justice. 

Important points 

The agricultural sector employs some four million people but contributes less than 7% of 
GDP. In contrast to the remaining obsolete industrial plants which may soon be reformed by 
the new conservative government, the agricultural sector seems largely immune from reform. 
A huge black economy is the main source of income for many Poles and is thus widely 
accepted. 
Public services are generally inefficient and poorly organised. Extremely low salaries 
encourage corruption and hamper the implementation of reforms. 
A government-funded national health service provides medical treatment for the entire 
population, except for certain professional groups. In practice, the health service provides 
poor treatment and bribery of doctors is normal practice. Reforms currently under way are 
unlikely to improve this situation. 
The civil service is incompetent, has low morale and confused priorities. 
Huge environmental problems in certain regions may stimulate emigration. 
The pension system has been reformed but is still handicapped by a low pension age and 
numerous financial problems. Insufficient attention has been paid to safety at work. 
Women suffer from a particularly high rate of unemployment and low wages. Child rearing 
is difficult in such circumstances. 
Social security and tax fraud are common, especially as taxpayers see few benefits in return 
for their contributions. Fraud may undermine the new health insurance system, which is 
based on a 10% contribution by the insured offset by more generous tax allowances. 
The social standards of neighbouring Germany may influence the expectations of many Poles 
and encourage emigration. 
The Poles have been forced to accept austerity policies to prepare for EU membership. Care 
should be taken to avoid hurting Poland's national pride during the accession process. 
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2.5 Slovenia 

General political and economic aspects 

This small country with fewer than two million inhabitants is the first of the former Yugoslav 
republics to make serious efforts to join the European Union. Slovenia declared independence 
after a referendum in 1990 and was fortunate to avoid the worst of the Yugoslav war. Today 
Slovenia is a parliamentary democracy with a bi-cameral legislature. Slovenia's former distance 
from MOSCOW'S influence - with, for example, Slovenians accustomed to the liberty to travel to 
western Europe - has meant that it has inherited fewer problems than some of the other CEEC's. 
Industry is relatively modem and well balanced. In 1994 manufacturing accounted for 35% of 
GDP, the service sector for 60% and agriculture and forestry for only 5%. Labour costs have, 
however, increased, so encouraging businesses to make workers redundant. Slovenia has a 
trade deficit of ECU 866 million. The government has concentrated on the fight against 
inflation and debt and tolerated a reduction in social standards. Nevertheless social security is 
still comparatively generous, especially concerning the low retirement age and the volume of 
pensions. Slovenian society is generally advanced regarding western political and social 
standards. Inflation is currently 9.7% and in 1995 the average unemployment rate was 12.1%. 

Important Points 

Slovenia is one of the easiest countries to integrate into the EU. The country was quick to 
adopt a free market economy. During 1996, when most of western Europe was in recession, 
GDP increased by 3.9%. There is, however, a slightly negative trend. 
As in all CEEC, economic growth and the fight against inflation have been government 
priorities. The Slovenian workforce, accustomed to a higher degree of freedom than their 
counterparts in the other CEEC, has been unusually flexible and innovative. 
In addition to providing unemployment benefit, the government funds measures to help the 
unemployed find work, such as career counselling, social rehabilitation and functional 
education. 
Occupational safety has been neglected as it has been seen as a costly impediment to 
employment and growth. The prospect of acceding to the EU may, however, encourage 
rapid reforms to legislation and practice. 
The old health care system was replaced in 1992 by a national health insurance system 
financed by employers and employees. Voluntary complementary health insurance is also 
available as the compulsory scheme does not provide full coverage for most income groups. 
In general, most Slovenians have access to medical care. 
The pension system faces difficulties and requires reform. Early retirement has to be viewed 
in the light of the high rate of unemployment among young people, which stands at 18.8%. 
Reforms to the pension system, and the introduction of a compulsory second pillar, are under 
discussion. 
Poverty is not widespread and freedom of movement is unlikely to lead to substantial 
emigration. With a comparatively small population, a smooth economic transition and a 
stable society, Slovenia will find it easier to reach EU standards than some of the other 
CEEC. 
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3. Key Indicators 

~~ 

population in rnio. 

growth o f  GDP (current 
prices)* 

GDP per capita (in ECU) 

inflation rate* 

trade balance (in mio US$) 

unemployment rate (in % of 
labour force) 

unemployment under 25 years 
(in % labour force) 

life expectancy at birth 
(maleslfemales) 

population older than 65 
years** 

US$ exchange rate (average) 
ECU exchange rate (average) 

Czech Republic 

94 95 96 

10,33 10.33 # 

# 13,10% W 

Estonia 

94 95 96 

-1,80% 4.30% # 

# 1.854,OO # 

47.70% 29,00% 23.10% 

-356 -674 -106 

7,60% # # 

11,80% # # 

61.71 
# 74,3 # 

# 13.10% # 

12,991 11,465 12,034 
15,453 14,996 15,758 

Hungary 

94 95 96 

10,25 # # 

# 14% # 

105,16 125.68 ' 152,65 
12509 164,392 207,909 

. .  . 

* percentage change over previous year ** in % of total population . .  # not available 

.%clumx 
European Commission, Agenda 2000, Commission Opinion on Czech Republic's, Estonias, Hungary's, Poland's and Slovenia's Application for Membership of the European Union, July 1997 
Europlisches Wlhrungsinstitut. Jahresbericht 1995 
Statistisches Bundesamt, Jahrbuch fur das Ausland, 1996 
Europlische Kommission, Beschlftigung in Europa, 1996 
European Parliament, social policy in Finland, working document 11-1996 
Worldbank. From plan to market, world development report 1996 
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