Slovakia – caring state with positive cosmetic details

Welfare character of Slovakia remains a risk

The Slovak government has introduced a certain liberalization of labor market, small motivating elements in addition to generally unconditioned payment of benefits and restricted compulsory pension funds in addition to basic pay-as-go system during the last two years. All these steps can help to reform the social policy, but the basic dominance of the old welfare state remained untouched. The situation of most dependent has not been solved, the redistribution of national product has not been lowered, deformed financial flows have not changed, future pensions of young generation are not going to be higher. 

The caring state still dominates the legislation and welfare dependecy still dominates individual behavior.

Welfare fiscal policy and high redistribution decrease individual freedom and responsibility 

The sum of direct and indirect taxation plus social contributions is rather high - at about 52 % of gross salaries (in spite of flat income tax rate at 19 %). Ratio of net income (average wage without all direct and indirect taxes) to gross salaries expenditure payed by employer (gross salaries plus 38,75 % social contributions) shows, that employee with an average wage yields only some 0.48 crown from one slovak crown payed by his employer. About 52 % is consumed by compulsory taxation plus social contributions.

The government makes high subventions to selected parts of industry and agriculture and runs an expensive public service. The ratio of redistribution of gross national product through public finaces is about 43 – 44 % in the last 3 years.

Legislation is based on welfare-oriented cash benefit strategy

In Slovak Constitution prevail elements of welfare carying state (e.g. the economy is defiend as socially and environmentally oriented market economy, employees have right to obtain a salary high enough to guarantee a good living standard, the conditioned work is allowed only in a form of smaller communal services,  state materially supplies to an apppropriate extent citizens who can not execute their right to work and earn profit). 
Employment Services Act and Material Need Act have some new positive elements. So called „activation payment“ has the aim to support the work habits of unemployed person qualified as being „in material need“ or a person in material need. It is a lump sum of 1500 slovak crowns / month (cca 44 USD) conditioned by minimum of 10 hours of small  communal or voluntary work per week. But the „activation payment“ work can not be done in a private or profitable sector. Activation payment is a small additional payment to unconditioned and unconditionable cash benefit to the unemployed person or cash benefit to a person in material need. The cash benefit to unemployed person is payed during the first 6 months of unemployment. The person with low income (defined in the Material Need Act) who is unemployed more than 6 months becomes the „person in material need“. The benefit to person in material need is payed in cash without any condition during the period of 2 years (1450 slovak crowns to a single person /month, different higher sums for a couple or  single or couple with children). After 2 years each person in material need is entitled to a lump sum of „protective benefit“ of 1500 slovak crowns / months without any further condition. These benefits are payed from the state budget. Thus, the new tools of social policy are a non-significant supplement to the old general principles of welfare state paying unconditioned cash benefits. New elements („activation payment“ described above, „individual action plan“ without possibility to give conditions to a person) are not systematic and can not change the old system of welfare dependency. Private sector has no direct role in employment policy.

The possibility to enforce work is lacking. There is a geneal lack of demand of certain behavior (e.g. work, attendance of children at school, preventive medical reviews and immunization) as a condition for paying cash benefits from public sources. The principle of additional payment of 350 slovak crowns to a pregnant women who is unemployed or in material need under the condition of preventive prematernity reviews (during the 4-th to 9-th months of pregnancy) is a positive signal in this way.

In addition, a general children allowances to all children irrespective of income and means status of their parents and state funding of single mothers instead of non-responsible fathers increase the number of incomplete and poor families. Pay-as-go pension system increases the abandoned and poor old people. Mininal Wage Act is in conflict with free market principles. The Work Code contains restrictions to free labour market (inadequate power of trade unions and overprotection of employee in spite of recent amendments). Act on State Service and Act on Civil Service do damage the principle of „work first“, since these Acts guarantee the job plus salary without definition of work output.

Devolution of public responsibilities is insufficient

The public responsibilities in employment policy are centralized regarding to legislation and financing. Municipalities only may optionally manage community service jobs. Municialities overtake the management of the material need benefits after 2 years of their management by state, but activation payment and material need benefit are payed from the state budget. Municipalities can pay for basic living needs in kind (hot meal, accomodation) if needed.

European Union is a welfare trap

Understanding of  risks mentioned above is the prerequisite for change in the Slovak tradition of a welfare state including 40 years experience of communist utopia. 

But on the other hand in countries of Western Europe social welfare state is the leading politics of European Union.  This is the known heavy burden of European Union. 

Moreover, the draft of European „constitution“ concentrates the dangerous threats to individual freedom, individual responsibility and prosperity.  It contains declarations like „everyone has the right of access to a free placement services“ or „entitlement to social security benefits and social services“ and „the right to social and housing assistance so as to ensure a decent existence for all those who lack sufficient resources“.

Different European funds represent waste of ineffective tax redistribution by Brussels and creates the additional dependency of countries, regions and their inhabitants.

The countries of European Union do not defend individual freedom and  personal responsibility which are the basic values of euroatlantic civilization. European countries including Slovakia face the challenge to follow these values in respect to traditions and wisdom of our predecessors.    


Peter Tatar, Budapest/Bratislava
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