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INTRODUCTION 

Since 1988, the political support of the ordic countries for the re-establishment 
of the Li thuan ian state, for bui lding democracy and for reforming the economy have 
contributed to close cooperation between tbe Ba ltic lates aod the Nordic countries. 
In 1995, Sweden and Fi nland joined the . uropean Union and along with the other 
Member States encouraged Lithuania's accession to the EU. The EU 's favourable 
anitude to regional cooperation specifically includes close 1ies be1ween Nordic and 
Baltic countries. In addition, the '' ordic Dimension" of the EU is an additional 
factor that ·trengthens cooperation between ordic countries and Lilbuania , not on ly 
in the geopolitical field but also in regard to economic and cultural relations. 

orwegian and Lithuan ian entrepreneur are ucces ful ly making u e of the 
advantages provided by a market economy. orwegian companies have invested in 
the Lithuanian economy and their investments include the purchase of real estate, 
manufacturing and retai l businesses. Personal contacts berween scientists and 
artists of both countrie are also expanding. Bui Lh is cannot be sa id about relations 
between arch itects of soc ial security y terns, which still remain weak . Why have 
the experiences and achievemeots of tbe Norwegian and of the other ordic we!Carc 
states received so lin le considerat ion in Lithuania? ·n,is is a question that remains to 
be answered. 

For numerous reasons, the institutional social democratic Norwegian welfare 
state model might have been chosen as a point of reference for developing the 
Lithuan ian social security system. One might argue that during the last decade the 
political situation for such a development was qu ite favourable. Aller all , Socia l 
Democratic parties ruled Lithuania in the period 1992-1 996 and from 200 1-2004. 
The Norwegian Labour Party held power tbroughoul the greater part of tbe 20~ 
century and currently leads a governmental coalition in the 21 " cenn1ry. Even under 
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the growing influence of global isation, soc ial democracy has been able to keep 
orway on a rather favourable path without sacrificing its own social programmes. 

One mu t, however, admit that orway and Lithuan ia have experienced 
completely different stages in the historical grov.1h and deve lopment of thei r states. 
The two countries differ considerably in their levels of economic deve lopment and 
in the characteristics of their welfare states. orwcgian capitalism, conditions within 
various markets and socia l conditions developed in a sustainable way during most of 
the 20"' cenrury. The general welfare in society gradually improved. The Lithuanian 
experience of Soviet socialism has been less benefic ial. There are the well known 
negative consequences of a bureaucratically planned economy and the inefficiencies 
of the Soviet social supply model, which offered free but limited and ery low­
quality social services. 

In addition, orway's oil economy may seem to make the country an 
inappropriate choice for comparat ive purposes. However, the main elements of 
the Norwegian welfare state were put in place in legal and economic terms (as a 
proportion of GDP) long before the income from the oil industry significantly 
affected the economy. orwegian politic ians share the concerns of Jos~f Knechl (the 
leading character in the novel by 1-lennarm I-Jesse enti tl ed The Glass Bead Game). 
who feared that the dependence upon the glass bead game of hi s beloved Castalia 
would sooner or later make the prov ince ·'vu lnerable to the danger of aging, sterility, 
and decadence· • (Hesse 2002, 274 ). These concerns have led to strict, self-imposed 
limits on government spending by most politica l parties. 

One purpose of this paper is lo compare the welfare slate models in orway and 
Lithuania. A second purpose is to iden1ify 1he reasons why lhe orwegian welfare 
state model has, thus far, been so Lillie considered in Lithuania. A th ird purpose is 
to consider the possibilities for implementing the Norwegian welfare state mode l in 
Lithuania, taking into consideration some changes in that model that were enacted 
in the last decade of the 20"' century. The methodology of this study applies critical 
ocial analysi • comparat ive methods and macro- ·ocial data from orway and 

Litbuania. 

MODELS OF WELFAR.E STATES 

In We tern political cience discourse three basic models of the welfare tare 
are identified: liberal. couscrvativc and ocial democratic. T11e liberal model 
acknowledges the dominance of the market. Accordingly, tbe state, in tbc liberal 
model, has only a limited impact upon the distribution of welfare. It only guarantees 
min imal supports to c itizens and it promotes seff,-eliance as the dominating ideology 
for citizenship. In the context of a liberal model. individuals are responsible for 
providing their own we lfare and the state is a resource on ly when ind ividual fa il 
to do so. The liberal welfare state system of provision addresses the individual who 
cannot provide for himself or solve his own problems. The various markets are 
expected to provide the basis for the general we lfare of individuals in society. The 
stare attempts ro mitigate the problems of po erty, inequality and unemployment by 
providing a low-level of benefits. Keeping benefirs low i a way of induc ing people 
to participate in the labour market. The architects of liberal welfare state systems 
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worry that high benefit levels erode the will to work for a living. General ly peaking, 
socia l programmes focus upon elderly people and individua ls with physica l and/or 
psychological problems, i.e. they benefit people who are already wholly or partially 
excluded from participation in the labour market. The criteria for entitlement to state 
suppons are generally very strict ones. The feat ures of the liberal welfare state model 
include limited and low-level state suppons and empha ise market for es and a self­
reliant citizenry. 

In the con ervative welfare state model, the stare i the ma in sponsor; however, 
the fa mily assumes responsibi lity for the socia l situation of family members. ocial 
services are provided only when the fami ly is unable to cope with the responsibi lity 
of providing welfare to its members. The state preserves class differences, class 
subordination, and status differences through a variety of social insurance schemes, 
i.e. families from different classes with unequal status have a right to different socia l 
benefits and services, alt hough the size of support depends upon contributions. The 
soc ial insurance system is intended for working persons only; social benefits are 
calculated according to the size of income and work record: the unemployed are 
not insured. Allowances are distributed through various voluntary organisations and 
benefit fund . The main state concern is to guara111ee that public expenses for welfare 
provi ion renect the level of econom ic perforn,ancc and growth. Social insurance 
schemes are financed from contributions by employees and their em ployers . 
There is a strong emphasis on tbc prillciplc of subsidiarity. This principle is based 
upon family responsibility. Jf aad when families fail to meet their obligations. the 
community, i.e . voluntary organisations rhal are oflen ofjiliated wi1h 1he Church 
assume responsibility. The state will then provide suppon to help finance the efforts 
of these voluntary organisation . Only if and when the voluntary organisat ions fa il 
to provide welfare ia a satisfactory manner will the state directly engage itself in 
the provision of welfare. This strategy of subsidiarity emphasises decentralisation. 
The state is always the last option in a chain of responsibility that begins with 
membership in a family, and leads to membership in a community, which again is 
linked to membership in the general soc iety. 

In the social democratic model , the state assumes responsibility for the provision 
of we lfare 10 every individual. The state pursues a full-employment po licy and 
ensures that all ind iv iduals are provided with a dignified standard of living. All 
citizens enjoy an assortment of bcalth and social rights . A soc ial democratic welfare 
state pays decent social benefits and every individual has equal rights irrespective 
of gender, race and marital status. Poverty, inequaliry and unemployment arc 
problems that are ameliorated by effective progressive taxation. Commitments to the 
individua l, by ociety. are, in principle , unlimited. Social democratic welfare states 
doubt that the family or the market will be able to competently provide optimal 
welfare distribution (Esping-Andersen & Korpi 1987, 40-41). The characteristics of 
the social democratic welfare model arc as follows: social rights arc generally based 
upon cilizenship, i.e. welfare is treated as a civi l right; the public sector provides 
the primary ervices that are ava ilable to all individuals and a comprehens ive cradle 
to grm1e health and social policy is practiced (Arter 1999. 185). Sol idarity is an 
ideology that is promoted by publ ic institutions. Trad itiona l welfare state limits 
arc overstepped, i.e. new needs arc uncovered and new programmes address those 
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needs, there is a progress ive development in the variety of serv ice that are fostered 
by public institutions; the commitment to princ iples of universality and equal ity 
are maintained and a high degree of 'de-commodification' is preserved'. The soc ial 
democratic model is characterised by high soc ial expendit ures , decent benefits, 
proper serv ices. and a high degree of socia l inclusion. 

Since Lithuania was a part of t.he So iel state , the Soviet model needs to be 
summarised briefly in th is paper. ll1e Soviet mode l (Manding & Shaw 1998) was 
typified by cenrrali ed planning and it provided a basic leve l of welfare fo r it citi1..ens 
by high ly subsidising the costs of basic material needs. I lealth care and education 
were essentially free , apart from the practice of "tipping" professionals to get access 
to special facilities or preferential treatment. Housing and hous ing costs were almost 
free, food and transport were very inc. pensive. However, we lfare provision was 
closely linked Lo the labour market in several respects. First and foremost , much 
of welfare provi ion was provided by the employing enterprise rather than by an 
independent bureaucracy. In addition, there was considernble duplication between 
enterprise serv ices and local government hea lth . education, and housing services. 
The price of consumer goods was kept very low, and as a consequence, demand was 
effe lively controll ed through queuing. The provision of helter services , or at least 
rapid access, was used LO manipu late the supply of labour to strategic industri es (such 
as the mil itary) or geograph ically remote areas (such as the Far East). 171e social 
security system was expl ic itly linked to the length o f one's working life and to the 
leve l of one's pay in its benefit eligibility fonnulae. The market was not allowed to 
dominate ocial life and the state guaranteed on ly minimal supports lo the individual 
and did not encourage the indi vidual to secure hi s or her own welfare. The fami ly 
had onl y a limited impacr upon the socia l situation of its members. This model 
was widespread throughout the oviet republ ics constituting the U SR, including 
Lithuania . 

SOCW POU CY IN NORWAY AND LITHUANIA AFTER WORLD 
WAR.II 

The orwegian welfare state is an ambitious project and its goals are greater 
than merely satisfying the basic needs of its citizens. The soc ial democratic welfare 
state mode l balances the goa l of fully promot ing individual freedom with the 
promotion of an assortment of comprehensive hea lt h and soc ial progran,mes that 
are implemented by the tale and its institutions. The understood presupposition for 
the complex network of serv ices and supports is the real isation that rhey are needed 
to secure each and every individual and to provide each and every ind ividual wi th 
an opportun ity to fully develop and express their inborn potential. The ideals that 
grounded the social pol icies pursued by the Labour Party after World War II were 
nol mere ly nomioally referred to as being 11niver.<al. The univer al a. pect of hea lth 
and soc ia l welfare provision was meant to be a serious and detem1 ined approach to 
counteract the divisive workings of class in order to enable eve1y ind ividual to have 
opportunit ies for development. 

·n1e socia l rights of c itizens, in thi s particu lar vision and version of the good 
society. obtain equal importance with the economic rights to private propcrt and the 
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political rights to participate in the dec i ion-making proce ses ofa democratic ·ociety. 
Parties and trade unions representing the working class had supported welfare state 
reforms for a long time. Labour organisations put their trust in the institutions of the 
state. The state itself would be organised to secure social rights. Strong orwcgian 
employer associat ions consented to a high degree of state regulation and a state-run 
soc ial in urance system. They under tood that the regulations and the high social 
security costs would work to reduce class conflict in society. Social stability had a 
price, but in the long haul stability would lessen economic burdens and reduce some 
of the risks and transaction costs of doing business. 

Economic growth in orway after World War II coincided with the rule 
of the orwegian Labour Party and its c lose relationship with the trade union 
movement and with business and industry representatives. Conditions were 
favourable for the development or a social democratic welfare state. Welfare state 
development occurred in phases that renect the ways in which Norwegian social 
democrats aimed at balancing power relationships in society. Programmes that 
fostered equal ity in society were balanced by programmes that promoted economic 
efficiency. The Norwegian social democrats framed a welfare state policy that 
supponed the expansion of the middle class. The tradi tional separation between 
social and economic policy was gradual ly dismantled and the two concerns were 
seen as being rwo s ides of the same co in . One policy that fostered both social and 
economic goa ls was the national pursuit of full employmenl. This common goa l and 
the programmes and practices lbat were designed lo achieve rl1is goal lead to the 
incremental development of an institutional ised m1 iversa l social welfare model by 
incrementally implementing one universa l welfare programme after another (Kangas 
& Palme 2005). ll1e consequence of achieving a consensus on national goals led to 
the development of a successful economy and a stable society with genera lly high 
levels of social capital. The modern roots of orwegian social policy are embedded 
in the reconstruction era following WWII. In the joint programme prepared for the 
nat ional e lections in 1945, four and later s ix political parties spelled oul the ideas 
behind a consensual and un iversal approach to social policy. ' 

In their vision, social legislation would be developed to make the public 
assistance sy rem (i.e. the poo r law) superfluous. Social insurance would be 
undertaken in a national programme which wou Id be coordinated to enable a joint 
public insurance system for illness, disability, tmemployrncnt, and old age. The issue 
of child allowances would be reconsidered (Bull 1979, 343).' 

Despite l11e facl l11al the Labour party governed with an absolute majority in 
the years 1945-6 I, only the cbi ld a llowance was immediately introduced lo rep lace 
a similar benefit provided by the Nazi occupation government in the years I 940-
45. The socia l insurance system from the pre-war era was grad ually extended to 
encompa s the entire popu lation. but the 1945 ambition of a joint legal framework 
bad lo wait until 1966, when the government was in the hauds of the non-social ist 
parti es. The generosity of the welfare stale - which was introduced as a concept 
around 1950- increased from 5.8 percent of GDP in 1948. to 10.6 percent in 1966. 
In the next decade this fraction wou ld dottble again to 22.5 percent (Kuhnle 1983, 
63). In 1998, public soc ial expendin1re had reached a 27.0 percent share of GDP, 
compared to the EU average of 24.6 percent (Stjern.0 200.i ). 
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The goal of doing away with the Poor aw of 1900 has yet to be completely 
reali ed. New social welfare laws to replace the old law were adopted in 1964 and 
199 1, but both laws carried with them aspects of the past, such as tl1e impor1ance of 
allowing for local discretion in deciding benefits. A major improvement, however, 
was the rep lacement of lay people with profess iona ls in the decision-making that 
allows for di cretionary powers. Refom1er hoped that a comprehensive social 
insurance system would do away with the need for supplementary soc ial ass istance. 
However, as late 2000 there were 130,000 reci pients of social assistance (I latland og 
Terum 2005, 137). 

Despite the universa listic ambitions of the social democrats, the Norwegian 
welfare state did not fu lly bloom into a comprehensive and generous entity unti l 
the 1970s (cf. Kangas and Pa lme 2005, 31 ). The Labour Party had an absolute 
majority and it faced a weak oppo it ion until the year 196 1 As a consequence, the 
Labour Pru1y could allow itse lf 10 pursue other political priorities , such as creating 
jobs in industry and stimu lating economic growth. The Norwegian historian Edvard 
Bull claimed that the improved soc ial insurance benefits of the I 950s resu lted from 
fu ndamental changes in the labour marker, which had little use for the elderly or 
for very young workers (Bull 1979, 34 1-2). On the other hand, the British social 
historian Asa Briggs points out that Great Bri tain, at th is time (the I 950s), ··was 
in a period of re lative ' affluence ' . not of austerity. [and] that both the idea ls and 
tbc practices of the welfare state came tllldcr closer scnitiny" (Briggs 1983, 286). 
The orwegian Labour government cou ld not fai l to 11oticc that tbe British social 
revo lut ion of the late 1940s was followed by a Conservative victory in the elections 
of 1951 . The prime minister at the time , Einar Gerhardsen , devoted only four pages 
10 social po licy in his memoirs of this period. He insisted that from 1945 to 1955. 
recon truction had to be given the highest priority and this meant that the Labour 
goverumc11t could not accept Conservative party demands to abolisb the means­
test for old-age pensions (Gerhardscn 1971, 167- 168). However. tJ1e social and 
economic priority par excellence of the period , that of providing employment to 
all was included in a 1954 amendment to the Constitution of 1814, which did not 
mention any other social rights. 

llrns, there was no orwegian soc ial revolution after WWII. The future. welfare 
rate was to be developed in incremental steps, in close cooperation with labour 

unions, major business interests and the other political parties . During the 1970s. the 
Social Insurance Law of 1966 was made more comprehensive by including sickness 
benefits to the self-employed. ln 1978, full pay was introduced fo r the employed 
during periods of illness. Equa l benefit for wed and fo r unwed mothers were enacted 
in 1981. The pension age was reduced from 70 ro 67 in 1973. Pensioners with no 
accrued pension benefits were provided with a supplement that almost doubled 
(79.33 percent) the amolmt of the ir basic pensions in l 998 (Hatland 2005, 38). 

As Stein Kuhnle bas remarked, Norwegian. as well as ordic social policy can 
be characterised by consensual solutions (Kuhn le 2000, cited by Kangas & Palme 
2005, 286). This emphas is on consensus corre lates with the conceptualisation of 
olidarity shared by modem soc ial democratic parties. As outlined by Steinar Stjern0 

(2004), the contemporary vers ion of this idea seeks to create socia l integration 
and a sen e of community in a way that includes the whole nation , irrespective of 



      

154 Uncertain Transformat ions - ew l)ome.stic and Internat ional Challenges 

cla e . Accordingly, the " universal welfare tate corre pond rather clo ely to this 
most recent development of the concept of solidarity' ' adopted by socia l democrats 
in the 1960s and 70s (Stjem0 2005, 153). In effect, the social reforms of this period 
institutionalised the universal character of the orwcgian welfare system. 

While Lithuania formed part of the ovict Union , the dominating political and 
ideological statements and actions consistcmly denied the necessity of developing 
a welfare policy. Welfare problems were considered to be non-existent and it was 
claimed that the few ocial prob lems that did exist would disappear automatically 
because the state satisfied all of the needs of its working people. The characteristics 
of the oviet social development model are as follows: centra lised planning, the 
pro ision of a basic standard of living and a basic level of welfare solely from the 
workings of the state. free hea lt h care and education, the poss ibility of free housing 
and the availability of low-c-0s1 housing. inexpensive food and transport cost for the 
individua l. In the former oviet Union, there was no recognition of the need to have 
a social pol icy and what one might refer to as a labour market did not actually exist. 

The official ideo logical po ition stated that all people who were able to work 
would be employed and in th is way they would earn a living. There was full 
employment and the social security system was organised for all people who were 
employed in the USSR. In the case of il lness, everyone was provided with free 
medical treatment and sickness benefits were paid out that equalled the wages one 
received. The amount of a pension was, to some extent, dependent upon the income 
one had during the final working years. Tbe social security system was linked to 
work experience and pay levels were used 10 calculate benefits. Social securi ty 
was administered by trade unions, wbicb were also responsible for administering 
kindergartens attached to industrial enterprises, employee housing, sanatoriums and 
holiday matters. 

TI1e workplace mattered a great deal whenever benefits or other forms of 
participation in the social welfare system were at issue. From 1950, rap id economic 
growth did occur in the Soviet Union and particular enterpri es were able 10 
attract a work.force by offering their employees a professionally manned welfare 
system. Resources for socia l security were allocated from the state budget, witl1 no 
contributions for social security paid by employees/citizens. Officially, there was no 
unemployment and, consequently, there were no soc ial problems. Neverthe less, the 

oviet model did prov ide comprehen ive welfare service at a relatively low level 
(Manding & Shaw 1998, 3-7). 

THE DEVELOPME T OF A SOC IAL SECURITY SYSTEM IN 
INDEPENDENT LITHUANIA 0990-2006) AND ITS MAI 

HARA TERI T l 

Al first glance. the Soviet Lithuanian socia l welfare system would seem to 
have more in common with the Norwegian socia l welfare system than !he current 
Lithuanian model. As a consequence. it would seem logical to suppose that the 
tran formation 10 the social democratic social welfare system wou ld have been easier 
10 accomplish during the early stages of the rebirth of Lithuanian independence in 
1990- 199 l. 1 lowever. the mood in Lithuan ia, at that time, and the coalescing political 
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forces rejected any idea · that too close ly re embled idea from the recent oviet past. 
ven suggestions that reminded one of any aspects of the Soviet past were den igrated. 

The voices demanding change spoke about bui lding a free market economy and they 
were uninterested in hearing about alternatives to that plan. Gradually, a kind of 
market fundamentalism dominated Lithuanian political discourse. Representatives of 
differing political partie and the mass-media were act ive in this political process, 
but the agenda was set by the Lithuanian Free Market Institute, whic h provided the 
debate with its key concepts. An aura of urgency pervaded political discourse. The 
ideological undercurrent which provided the basis for discussion was the sometimes 
uttered unders1anding that this is a moment of fundamenta l importance. Our window 
of opponunity will not last very long and we have to get it right, here and now, or 
we will fall far behind all of the others. We need a scientific approach to be able to 
develop our economy. 

After !he collap e of the Soviet Union and the restorntion of Lithuanian indepen­
dence, there have been some discussions about the choice of an appropriate welfare 
state model (Paluckiene 1999. 37). Representatives of the Ministry of Social Security 
and Labour and some adv iscrs from the Social Policy Group decided upon support 
for a Bismarckian model. The Bi marckian model i based upon contributions made 
by employees who participate in the labour market and who pay state soc ia l insurance 
contributions to the late ocial ~1surance Fund. A corporat ive Bismarckian 
development in the Lithuanian social security system is confinned by an ana lys is of 
the major social security laws that were passed in 1990-1991 and the rcfonn of the 
state social insurance system in 1995 . A new social security system was designed 
which was based upon the contributions of the employed. Its characteristics include: 

• The amount of a pension would depend upon previous pay and the 
employee 's work record . 

• ·n,e amount paid for sickness benefits would be linked to pay. 

• 'l11e calculation of socia l benefits would be based upon the idea of a 
negative income tax. (In practice, this meant rhar total personal income, 
including wages and socia l benefits , were always larger for those whose 
wage had been larger.) 

• ll1e State Social Insurance Fund was to be financed by contributions 
deducted from one 's wages. 

• l11e amount paid for chi ld care benefi ts was always larger for insured 
women than for non-insured women, for example, sn,dent (Guogi , 
Bernotas & Oselis, 2000, 136). 

The estab lishment of the State Social Insurance Fund, which was completely 
separated from the stare (national) budget, testifies to the fact that social ecuriry in 
Lithuania wa based upon the labour market. It is particularly well illustra1ed by the 
fact that unemployed people, who were not registered at the Labour Exchange, had 
no access 10 health care apart from vita l primary hea lth care services. 

A limited nwnbcr of welfare state functions and services were created in Lithuania 
in 1990-1991 . ·mere were social security and health care systems, an educati on system, 
housing and transpon compensations, and a few social benefits. TI1e Lithuanian state 
social ecurity sy rem consisted of ocial insurance, social as istance and special 
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additional state pens ions. ·11ie state oc ial secu ri ty ystem was created to serve and 
was adju,ted by the free market system. It was administered by centralised institutions 
and by local authorities. I lowever, in Lithuania, most of the political , media, and 
academic voice understood the proper role of the state as being a passive rule-kocper, 
i.e. an anitude which suppon-s a weak state and provides considerable latitude for a 
free market economy. 111is attitude did 1101 provide a ravourable environment for the 
development ofa social democ,dtic welfare state, wh ich would need to acknowledge a 
strong state role and a high degree of state intervention. 

In the early days of the re-establishment of Lithuanian independence, and while 
the aforementioned refom1s were being made. there was considerable externa l 
pressure from the IMF, the WB, the WTO and the OECD. These arc all organisations 
that a im at bui lding a liberal welfare state in which the market and non-profit 
organisations dominate in society. As time passed, t11e mood in the country began 
to change and internal politica l support for the development of a liberal we lfare 
state diminished. Opposition against the idea of a liberal we lfare state increased and 
became qu ite strong, as the election results in 2000 and 2002 verify. The ordinary 
people living in Lith uan ia wanted their state to assume responsibility for combating 
unemployment, innation and poveny. Some wished to return to the safety provided 
by a truly socia li st system and 10 a predictable daily life and fut ure. Many people, 
especial ly elderly ones. believed that the state shou ld provide people with care in 
all of the difficult stages of life. However, DO fully progressive tax system was ever 
created in Litlrnania. There has always beea an cxemptioa for a minim um income in 
the taxation le ied upon an individual 's work income. It should be noted that a recent 
opin ion poll estimated that 62.1 % of the populati on responded negatively to the idea 
of paying higher taxes in order to secure better social benefits. Neverthe less, the 
resu lts ofa 1999 sociological survey indicate that most of the Lithuanian population 
consider social benefits lo be a necessary component of their state. A primary 
complaint uttered by many respondents pointed lo the low pensions in Lithuania and 
10 the low amounts provided by unemployment benefits (Morkiinienc 1999). 

As a mauer of fact, from 1990 to 2006, a Bismatkian social insurance system did 
exist in Lithuania. In theory, the scheme belongs to a category containing corporative 
welfare state , but in practice only very low benefits were paid to recipients because 
of the relatively low level of economic deve lopment achieved in Lit huania during 
that time frame. Only a very few of the social assistance programmes were aimed 
at fighting poverty, and programmes to fight poverty arc also a characteristic of 
corporative wclfate slates. In the period 1997-2006, state social security allocations for 
social in urance accounted for about 85%, approximate ly 13% was allocated for social 
assi tance and about 2% for special addit ional tare pensions (Lazutka 2001.1-11). 

·n1e corporative model was spec ifically selected in an anempt to increase 
incentives to partic ipate in the labour market. Moti ves were very d ifferent from 
the imperial blood and iron policies that Bismatck supported when he created the 
model. o pressures were felt from labour movement leaders or from employers' 
organisations and the political agenda in Lithuania was far removed from Bismark 's 
own political agenda (G uogis 2003. 7). It hould be noted rhar the Lithuanian 
corporative model differed cons iderably from the model rhat Bismarck ori gina lly 
introduced in Germany, and that it differs from the Bismarkian system created 
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in Belgium and in Luxembourg. ·1ne difference refer to the special state benefits 
reserved for particular groups (priv ileged clients of the new state). The new 
state cl ients spring from the roots of fonner privileged groups within the Soviet 
nomenclature. Their privileges do not contribute to social justice in the country. On 
the contrary. social justice is the victim when special additional state pensions are 
awarded to particular groups of people, including fom1 er members of the armed 
services, cientists. judges, artists and the like. 

The introduction of voluntary private pension funds has furthe r contributed 
to social inequality and differentiation. They are particularly popular among those 
young people who earn considerably more than 1nost other workers do. Two years 
after the legislation pelTTlitt ing voluntary private pension funds , (2003-2006 private 
pension refo1TT1s were enacted) hal f of the labour force in Lithuania are already 
participants. From a critical analytic point of view, the introduction and the popularity 
of piivate pension funds mean that Lithuania will gradually abandon the corporative 
model. By introducing institutions wh ich shore up the basic presuppositions of a 
residual or marginal model for social welfare provision, the liberal and free market 
fundamentalists are entrenching their position. 

·111e intensification of the trend toward the residual or margina I model in 
Lithuania is testified to by the increased dependency upon the market. Quantitatively, 
it is expressed by calculating the degree of decommodification. The degree of 
decommodification in the Lithuanian social security system was never high. but the 
low score · have continued to decrease. 111 1997, the degree of decommodification 
reached 23 .8. wbiJe the indicalor for 2000 only stood al 22.2 (Guogis 2002a. 43). 
The Coaservative govemmcat's withdrawal of many exem ptions for welfare 
recipients, in the beginning of 2000. also testifies to the conclusion that Lithuania 
has been turning away from the provision of state supports. The intensification of 
liberal free marker thinking and residua l or marg inal welfare system supports du ri ng 
the period of 2003-2004 was predicted by Guogi . Beroola and O clis in the ir study 
·'Lithuanian Political Parties' Notion of ocial Security", which was completed in 
2000. This report points out that on ly 3 marginal political panics came out in favour 
of the universa l institutional model of social security, while the 17 other parties either 
did not have any prevailing opinion or supported the liberal resid ua l or marginal 
model for ocial provision (Guogis. Bernotas & Osel is, 2000, 88). 

·111e Nordic experience demonstrates how welfare tale pol icy can depend upon 
tbe voice of the electorate and the relative strength or different pol ilical force . 
Under the rule of a left or centre government the boundaries of the welfare state 
lend to expand, while under the ru le of a rigbt or centre govenuncnt the boundaries 
of the welfare state tend to narrow. This responsiveness to the voice of the electorate 
is difficult 10 uncover in Lithuanian politics, thus far, in the short history of a re­
emerged period of independence. Most Lithuanian polit ical parties have accepted the 
ideology of market fundamentalism and they have nol dared to dismantle existing 
state economic and socia l structures, due lo the fea r of inadvertently catalysing a 
social cataclysm. According to the widespread understanding of social democratic 
welfare states, the representation of left of cenrre parties in government is seen as 
being an important guarantee for the maintenance of a st rong welfare state pol icy. 
but in the Lithuan ian case rhis understanding can only partia lly be confinned. 111e 



      

158 Uncertain Transformations - ew l)omestic and Internat ional Challenges 

provision of ocial support is re lat ively low in Lithuan ia, and the rule of Lithuanian 
Social Democrats in coal ition with Social Liberals, in the years 2001 -2004. did not 
substantially change matters. Cash paymems remain all too low. There is a great 
need to develop a common point of view, one that can unite the entire political 
spectrum, regarding family needs and the role of the state in support of fami lies. 
Socia l ervices are developing, but much sti ll need to be done. 

The rule of the coalition of Social Democratic and Social Liberal parties did 
contribute to some developments in regards to socia l welfare upport , but change 
has been very limited and mostly symbolic. In 200 1-2003, the increase of old-age 
pensions amounted to 26 Lilas (€7.50) on the average. Group I disabi lity pensions 
rose by 32 Litas (€9.25) on the average . The automatic exemption allowed for work 
income increased by 40 Litas (€1 1.60). Minimal wages increased from 430 Litas to 
450 Lita , i.e. from € 125 to €130. Fees paid by ful l- time students decreased (€ 140 
for I semester). During the rule of this coalition, unemployment decreased Crom 
14% to 10% and, approximate ly 10,000 new workplaces were created in Lithuania. 
However, critics of the Socia l Democratic party did not acknowledge that these gains 
had anything at all to do with rhe policies of the goveming coalition. The claim 
was made that all of the gains were due to the general economic recovery and to 
the accelerated growth of business. Some ana lysts made Jen-handed compliments 
by pointing out that they were wi lling 10 acknowledge that the ocial Democrats, 
omehow. avoided doing things that might have pn:vet1ted the economic recovery. 

Although Lithuania has achieved a relative ly high rate of economic growth this 
past decade, socia l developmet1ls bave not kept pace. In the period 2000-2003, the 
economy and labour productivity grew by more than 6% (Starkevi~iiite 2004), but in 
2003, average wages only reached I 185 Litas (€343). which is less than 38% of the 
average wage in rhe European Un ion. In other words, only those who earned 3000 
Lilas or more per month (€869) in 2003, were on a par with the average standard of 
living in the EU. and only 3% of all Lithuauian employee actually earned that much. 
Many more Lithuanians. i.e. 17.3% earned minimal wages (Lictuvos profsajungos, 
2003. 12.24, 7) . In 2003, Lhe average old-age pension comprised only 38% of the 
average wage, amounti ng to 340 Litas (€98, 50). 

One must add that in 2004 many soc ial indicators sl ightly improved (minimal 
wages inc reased to 500 Lilas and the average old-age pensions to 400 Litas). The 
years 1998-1999 brought an economic crisi to Lithuania, but most ocial indicators 
have greatly improved in the period following. During 2000-2004 , a slow. but gradual 
rise in the payments to old-age pensioners and to those with disa bi lily pens ions has 
been registered. In addition. there have been improvements in the minimum wage 
and in average wages , a gradua l lowering of the unemployment rate and. finally, 
a sign ificant decline in the leve l of poverty in 2003. Many people do believe that 
continued good economic perfom,ance in Lithuania (annual GDP growth 7-9%) wil l, 
in itself. produce better social supports. Be that as it may, the year 2006 still finds 
Lithuania lagging far behind the olhcr EU countries when the quantity and qua lity 
of social provision is scrutinised. Lithuania is performing beltcr tban the EU average 
when economic growth and the growth in labour productivity are measured. 

One of the obstacles on the road to higher salaries and bener working conditions 
in the country has to do with the low rate of trade un ion membership and the 
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insufficient perfom1ance and activities undertaken by trade unions in the working 
world. This is true in spite of the fact that the Lithuanian Socia l Democratic Party 
has mainta ined closer relat ionships to trade unions than the other Lithuanian po litical 
pat1ies have done. According to the experts of the Finnish Ministry of Labour at1d 
to researchers at the University of He lsinki, a survey entitled ·'Barometer of Labour 
Life in Baltic tales" claim Lhal member hip in a trade union is less common in 
Lithuania than in it is in Latvia and in Estonia . Trade union membership decreased 
fi-om I 5% to 11 % in a three year period (Lietuvos profsajungos, 2003.04. 19, 7). 
The politica l weight of trade unions in the fonnation of social policy and in the 
decision-making processes detennining social policy was, and remains, insignificant. 
An employer association (The Confederation of Business Employers) is far more 
inHue11Lial. 

AL the tum of Lhe present century, there were no organisations that exerted 
strong social power in society. There were no social movements or institutions of 
civil society that were pat1icularly interested in increasing state powers, or state 
responsibil ities, in Lithuania. llie role of the state continues to be a diminished 
one, when compared to neighbouring states, ru1d institutions within ci vii society 
remain very weak. AL present lhere seem 10 be no prospects for the notion 1ha1 
Lithuanian ci ii society can be aroused enough to take sufficient action 10 promote 
the development of soc ial polilcy goals or lo begin any movement in !he direction 
of a social democratic welfare stale. The low level of participation in organisations 
within civil society has precluded the possibiJily for any echoing reverberation, in 
the event that any one voice or group called 0111 fo r the construction of a social 
democratic welfare state in Lithuan ia . 

According to the usual theory regarding the development of a ocial democratic 
we lfare state (Paluckiene 1999, 39-40), strong social movements, and particularly, 
the mobilisation of working c lass wage-earners within the trade union movement are 
oece ary. In add ition, the development of other labour assoc iations i rccommcodcd. 
This must then be combined with the power of le!l-wing and left of centre political 
parties. Together, these clements arc seen as being the most important guarru1tors of 
a strong and soc ial democratic welfare state. In Lithuania, the trade union movement 
and the actions oflefl-wing and left of cen tre political parties have had li11le influence 
in the struggle for greater social justice and income redistribution. This cla im is 
confirmed by the share of stale expenses i.J.1 GDP, which in Lithuania varies between 
20-30% at the beginning of the 21 " century. In neighbouring countries , on the other 
hat1d, the share is much larger. In Estonia, Latvia ru1d Polat1d this share accoun1cd 
for 35%-40% in 2002 (Gylys 2003 , 33), although mass-media presentation of the e 
1hree countries consistentl y portray them as being more liberal than Lithuania. The 
share of social security expenses made up on ly about 11% of the GOP in 1997-2005 
in Lithuania; with health care expenses included - only 16% of lhe GDP (Guogis 
2002b, 84). 

Potentially, at1 assortment of institutions wi~1in civil society call be ltsed to 
develop and express social engagcmclll at1d their activities could enhance and spread 
social attintde that might support the idea that society should take more responsibility 
for the care of its citizens. However, the development of civil society in Lithuania is 
still moving ar a slow pace, but th is i similar to the experiences of other countrie 
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in the region. The Baltic region i generally characterised by low participation in 
voluntary organisations within civil society. Communitarian sentiments are still too 
weak. ·n1e absence of stronger bonds al lows ind ividuals to forget about the prob lems 
that others face. Many groups are dependent upon the social polic ies and the level of 
social provision in society, including aged and disabled pensioners, the unemployed, 
etc. From a historical per pective, the expression of olidarity in Lithuania was a 
prevalent phenomenon at only a few crucial turning points in the past. These turning 
points include: the struggle for independence in 1918, the reconstruct ion period after 
World War II (l945- 19.f9), and the re-emergence of Lithuanian independence from 
1988-1 991. Solidarity was not a preva lent sentiment in the Lithuanian popu lation at 
the turn of the present century. 

We might expect that collectivist sentiments wou ld have been strengthened 
during the Soviet period in Lithuania. I lowever, historica l accounts testif), to the fact 
that the collectivist orientation during that period was rather artificial in Lithuania, 
as it was in the other Baltic States. The collectivist orientation was an imposed 
attitude. In tact, Lithuanians were keen to act individually rather than collectively, 
and this fact may help to explain why there have n~ver been strong trade unions, or 
influential social democratic parties , or movements to protest globa lisation, or other 
wel l-known social movements in the history of Lithuania (Guogis 2003 , 7). 

Apart from the complicated economic situation (especially in the years 1990-
1999) in the rc-cmer<~ing independent Lithuanian state , the following reasons can 
be posited lo accoulll for the lack of activity or interest in the development of a 

ordic ty le social democrati c we lfare stale: I. Lefl-wing and lefl of centre parties, 
and particularly, the Lithuanian Socia l Democratic Party, which was in power, did 
not aim to create a social democratic welfare state. This is probably due to the recent 
experiences and memories connected to the Soviet period in Lithuanian history. 
Anything seen as being too close Lo the rhetoric or ideology of the Sov iet period was 
rejected . A de ire for a complete ly different alternative reflected the general hopes 
for the future. 2. Lithuaofa lacked strong trade unions and there was insufficient 
experience in the ways in which corporat ive institutions work and no tradition of 
consensual decision-making between powerful societa l organisations. 3. The genera l 
consensus to rely heavily upon market forces in order to promote economic growth 
led (almost by default) to the support for a residual or marginal model for welfare 
state provision. ln tune with the thinking that grounds the residual mode l, the state 
allocations to pay for social programmes were kept al a low level. Relatively small 
expenditures for social programmes, wh ich are on ly provided to people who are 
beyond the boundaries of the labour market, are seen as be ing necessary in order 
10 motivate people lo take the avai lable jobs. The social rights that are guaranteed 
are insuffic ient to cover expenditures for those others who arc not seen as being the 
worthy poor. 4. The consequences of the preceding three reasons shifted tbe burden 
of creating welfare to the fami ly. When families arc respons ible for providing 
welfare to individuals needing care, the traditional role for women is strengthened. 
5. Solidarity does not fully develop in the general society if it is firmly relegated to 
inner fam ily relationships and, particularly. to the women in the family. 6. The role 
of corporative welfare institutions was de-emphasised after the pension refom1 of 
2003-2004. when private pensio11 fuod were established. 
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SOCIAL WELFARE IN NORWAY UNDER GLOBALISATION 

The end of the Cold War and the collapse of the Soviet Union coi11cided wilh 
1he intensifi cation of globalisation processes. In addition, there has been a coinciding 
entrenchment ofneo-conservative thinking. Most Westem countries, and this category 
now particularly inc ludes most of the countries in central and eastern Europe that 
were formerly in the Soviet camp. have been profou ndly influenced by the neo• 
conservative theory and pol icies referred to in thi s paper as market fundamen talism. 
Under globalisation, lhe Social Democrats have been retreating from left-wing 
thinking or any policies that would expand the parameters of the welfare state. They 
ha ve consistently taken slightly lefi of centre positions in the developed European 
countries where they are most entrenched. Market fi.mdamenta lism in the ideas and 
practices of the USA. and the UK, have engendered similar thinking and para lle l 
policies and practices in each and every Western country. A It hough there is resistance 
10 fac ing the consequences of market fundamentalism in the USA and to a slightly 
lesser degree in the UK, the authors of th is art icle recognise the spread of this way 
of th inking as a very serious setback to ameliorative social processes, socia l justice 
and income redistribution in society. 

In the public administration of Western countries, there has been a shift in 
th ink ing that has provided suppon for the ideology and practice of ew Public 
Management. This ideology now dominates the thi nking in public ad min istration in 
the USA, and in the UK, and to a lesser degree the thinking in continenta l European 
states. One genera l consequence of this deve lopment in most Western countries has 
been that socia l welfare provision has been seen as being an obstacle hindering the 
anainment of economic effic iency. This understanding has also gained ground in all 
of the Nordic countries, and it has influenced the practices in public administration 
in the socia l democratic welfare states, but the force of this trend has been weakest 
in Norway. 

In the early 1990s, orway suffe red least from the economic recession that 
seriously affected its neighbours, Fin land and weden. These two countries were 
forced to re-examine core aspects of their welfare states and to accept cuts in social 
e. pcnditures. orwegian GDP continued to increase by 2.9 percent annually, compared 
to the OECD average of 1.6 percen t (Kangas & Palme 2005, 52). The Labour Party 
continued in power for most of the decade, and as a consequence, there were few 
domestic poli tical challenges to the established social policy. Despite its oil-based 
economy, the orwegian social welfare system was not insulated fro m international 
tendencies to enhance market refonn, to modernise public admin istration, i.e. to 
privatise some publ ic services by allowing the lowest bidders to provide those services 
under contract, and to re late to citizens hy reducing them to consumers or users of 
public ervices. Incrementa l policy change led 10 the introduclion and augmentat ion 
of user fees for public services, including doctor visits. 

Even with the accomplishments of orwegian social democracy in promoting 
social policy goals. reduc ing poverty and inequality, and increasing employment and 
social inclusion during the 1970s, there were a lso critica l voices 011 the left. at the 
beginning of the 1980s. Social philosopher Rune Slagstad ( 1981 ) expressed doubts 
about whether welfare state issues could continue to be solved sat isfactori ly by 
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continuing with the established ·ocial policies. The public debate about ocial pol icy 
became increasingly concerned about moral issues and demographic challenges. 
One fear concerned (what was assumed to be) the excess ive consumption of health 
services and sick leave. Regarding old-age pens ions, there was a continued tug­
of-war between two political pos it ions. On the one hand, there existed a wish to 
improve the lot of the elderly by providing them with more generou pen ion . On 
the other hand. there was the persistent concern about mounting costs , as the number 
of retired people continued to grow and the build-up of income-re lated pension 
supplements continued (1-latland 2005, 39). ·n1ese concerns accelerated under the 
non-soc ialist government that was returned to power in 1997. 

ickness benefits 

To combat the spiralling costs of the health sector, recent policy has been 
characterised by effon to rein in publ ic expenses for health care and illness benefit s. 
On the micro level there was an increasing emphasis on regu lating the consumption 
of out-patient serv ices by introducing and increasing user fees. Jn 2006, the basic 
consultation fee is KR 125 or 15.70. Similar fees have been introduced to cover 
specia lised out-patient services such as physiotherapy. 

Employers who made proposals to reduce the incidence of sickness leave and 
the costs of sickness pay were met by resistance from labour unions. The corporative 
channel was put into act ion and, in 200 I the governmen t. the unions and the 
employers reached volu ntary agreement to modify current regulations, in the hopes 
that thei r mod ifications would reduce absences due to illness by 20 percent Thus 
far, there is no ind ication that tb is goal will be reached (B lckesaune 2005) . 

In 2002, the non-socialist governmen t that succeeded the Labour government of 
Jens Stoltenberg (2000-0 I) finalised the national isation of hospitals previously owned 
by local government . The object was to control costs by introducing performance­
based budgeting. In this respect, the refom1 has been unsuc-cessful. /\fter three years, 
hospital exceeded their targeted act ivity by 17 percent and accum ulated a deficit of 

KR 5.3 billion (AJienposten 1.6.05). 

Unemployment insurance 

Since unemployment insuran e only covers people who have had period of 
regu lar work, pol icy reforms since the I 990s have panicularly been aimed at reaching 
the long-term unemployed and young people with litt le or irregu lar work experience. 
The ambition has been to get members of this marginalised group sufficiently rrained 
to succeed in the regu lar job market (Hyggen 2005). These efforrs were combined 
with a workfare approach for the provision of social welfare benefi ts. However, 
recent studies show that many participants in these programmes actually end up with 
di sability pensions, rather than job inco111es. 

Workman compensation in surance 

E tabli hcd in the Bismarckian tradition as the first social insurance in 1894, 
workman compensation is the first, and tbus far, the only insurance to be fully 
privatised. In 2004, the then current mixture of pri ate and public insurance was 
replaced by compulsory private insurance to be paid by employers. 
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Disa bility pension 

In an effort to encourage people with long periods of illness to return to work, a 
short-term disability pension was introduced in 2004. I\ comminee, led by Labour 
politician Matz Sandman, saw this as a means to stem the increase in the number 
of recipients of permanent di abi lity pensions, which in 2003 were paid to 300,000 
people (Blekcsaune 2005, 194-5). 

Old-age pen ion 

Changes in the old-age pen ion system have been slow 10 appear and quite 
limited in their extensiveness. Perhaps this is true because these pensions concern 
the entire population as contributors and recipients. In the Nordic countries, Norway 
has the highest level of pensions (Kangas & Palme 2005, 285). Worries that the 
total co ts of future pensions will exceed available funding. has led to a series of 
proposals to reform the pension system, to reduce costs and to encourage people to 
work longer. A proposal to do away with an early ret irement plan tbat was enacted 
fo r a specific period of time was rejected by the labour unions. As a consequence, the 
pension system will continue to inc lude contradictory measures tlmt encourage early 
a well a late retirement. However, in 2005, the Norwegian Parliament decided that 
while the income equalisati on aspect of pensions will continue to be a goventment 
responsibiliry, employers w ill have to contribute to the income-based parts of futme 
pensions from 2006. The private sector wi ll thus be ob liged to make income level 
related contributions in addition to the basic pensions that arc provided by the state . 
This will equa lise pension entillemcnts in the private and in the public sectors . 

Looking at all these changes, tbere is a slight tread to emphasise the principle 
of individual choice. This primari ly means the creation of economic incentives to 
encourage particular behaviours. such as going back to work after illness, or finding 
work after periods of unemployment or disab ility, and for reducing the demand for 
out-patient erv ice . 

Marginal groups 

Al tbe margins of lbc Norwegiau we lfare stale. lhere are still people who have 
been socially, culturally and economically excluded. Rather than including them in 
existing social programmes, there have been a number of ad hoc solut ions to provide 
restitution for abuses of the past. Groups that have successful ly claimed compensation 
include wartime sailors, gypsies, Jew , orphanage children, lobotomised psychiatric 
patient . and maltreated hospital patients. Linguistic minorities, sucb a the Sarni and 
Finnish-speaking population, have been secured the right lo use their own languages 
for official purposes. Homosexual practice has gradually been accepted and Norway 
was an early supporter for the right of homosexual couples to establish recognised 
partnerships. These modifications of the orwegian we lfare system have taken place 
under the blue sk ie of an expanding economy that has provided increased income 
and wealth to most orwegians, but also increased income disparities that have 
been exacerbated by tax rcfom1s favoming high- income earners . The Labour party, 
which was returned to power in the elections of 2005, has promised to end poverty. 
Kangas and Palme (2005. 45) point 10 empirica l evidence that reducing inequality 
is beneficial for economic growth. It rema ins 10 be seen whether the Labour led 
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coalition govern ment, wh ich include · Left ocia li t and Centre Party participation, 
wi ll adopt the measures needed to accomplish the goal of ending poverty or whether 
their pol icies will reduce inequality in Norwegian society. 

LITHUANIA AND NORWAY COMPARED 

At the beginning of the present century, on ly small differences between the 
political parties in Lithuania could be recognised. Already when the initia l reforms 
were made in 1990- 1991, market libera lism was the prevai ling tendency. TI1e usual 
clarificat ion proposes that Lithuanians needed to completely reject the oviet legacy 
and market liberali sm offered them a clear way to do so. while promoting a free 
market and democracy in Lithuania. Lithuanian economic structures and companies 
had lo fight for their niche in the global divis ion of labour. Competit ion and the grasp 
upon market segments were so keen that in some fie lds Litltuan ian producers could 
only enter the global market by providing new products and new ervice . Lithuanian 
bu iness representatives and most of the politica l parties agreed that Lithuanians 
needed to increase labour productivity and to reduce socia l expenditures. 

Lithuania 
Norway 

OECD average 
EU average 

Table I 

Selection of Social I ndiutors for Lithuania and or way 

5 740 

52 030 
33 470 

~J ~ 
E :: o 
0 .. 0 
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31.6 
26. 1 
30.8 
29.0 

24.1' 

6.3' 
10.2' 

14.7 

23 .9 
20.9 
27.1 

4,1 36.0 
7.4 94.S 

6.0 88.2 

No/es: 'Evolut ion of the gini coefficient. ' The share of persons with equiva li scd disposable 
income. before socia l transfers and below the risk-of-poverty threshold, , hich is set at 60 % 
of the national median fo r eq uivalised disposable income after social transfers. Retirement 
and s.urvivor·s pensions are counted as income before tran fer and not as soc ial transfers. 
'Proportion of the population below 50% media,, income poverty threshold. ' ln percentage of 
GDP. ' Proportion of respondents wi th feeling of happiness ··very happy" or "quilc happy." 
Source for ,wrio,wl income dara: World Bank (2006) Wo.-ld Developme11/ lndic(I/Ors. 
Source for other lit/auonion doto: Eurostal data hasc/E SPROS and Bal tij os tyr imai 2002-
2005. 

ource for olher ,Vorwegian daw: OECD (2005) Sociery a/ a ,lance: OECD Social 
/11dict110rs. 

It is important lo underscore the fact that aficr the fa ll of the ovict Union, 
the new economic and pol itical el ite of Lithuania viewed the publ ic sector and the 
pos ibilic ie to increase its efficiency with great distrust. Th i distru rfu l attitude 
toward the public ecror is not found in Norway. Partial privatisation has been 
implemented in some spheres of orwegian life. But the movement to privatise 
some aspects of the services provided by the public sector do not reflect a public 
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attitude that holds the public ·ector in di repute. The move to completely privatise 
the public sector in Lithuania does reflect general attitudes of distrust and disfavour 
in large segments of the Lithuanian popu lace. ·n1e fact that the ordic countries , 
in recent years, have privatised some public services has only served lO reinforce 
opin ion in Lithuania that privatisation is the correct path to follow. Questions of 
social ju tice are not rai ed when the paradigm for social democratic welfare tales , 
i.e. The Nordic countrie , appear to be following a route that wi ll eventually lead 
them to the liberal state and the residual model for socia l welfare provision. 

By and large, the new economic and political e lites in Lithuania have only 
seemed to notice the successful bus iness practices in Scandinavia. Achievements 
in other are.as go unnoticed and unrecognised . Even the fact that orway has huge 
publ ic reserves, due to its oi l resources, ha seemed to escape recognition in the 
Lithuanian media. Whenever the Norwegian socia l security system is mentioned in 
the Lithuanian media, outlandish claims are made about its wastes and costs and there 
is no voice to correct the views that are expressed. The Lithuanian electorate has 
not encouraged its elite to fonnulate and implement a social democratic policy. On 
the contrary, a ubstantial pan of the Lithuanian electorate leans toward right wing 
political and economic thought and action. This became particularly evident during 
the presidential crisis in 2003-2004. A paradox ica l politic.al and social situation 
arose. A major part of the e lectorate wou ld clearly benefit from the adoption of social 
democratic policies, since the absolute majority of Lithuanians must manage on very 
small incomes. These facts of life would lead one to believe that Lithuanians would 
support social democratic and lefi -wing politica l parties. But this is not the case. The 
greater part of the Lithuanian electorate has systematically avoided any contact with 
left-wing pa,ties or with any proposals to expand the public sector. 

Rather than ask why Lithuanians made no efforts in the years 1990-2006 to 
create a welfare state based upon the Nordic welfare state model. the authors ask the 
fol lowing quest ions: 

I) Given the recent moves to partial privatisation in orway and in 
the other Nordic countries, does ru1 institutional social democratic 
welfare state have a future given the pressures of global isation and 
intensified economic competi tion? At first glance. globa lisation and 
the concomitant intensificat ion of economic competition seem to be 
deconstructing the social democratic welfare state. 

2) Will the EU evenrua l ly establ ish its own common social welfare model 
for all EU Member States? If so, in what way w ill the ord ic model 
inHuence the fu ture common EU mode l? 

3) lfthe EU fai ls to agree upon a common soc ial welfare model, will th.is 
failure negative ly affect t.he possibilities for developing socially just 
programmes in the new Member States, including Lithuania? 

4) l f Norway and tbe other ord ic countries develop into liberal states, 
due 10 the pressures of g loba lisation, will this developmen t destroy all 
hope of the establishment ofa social democratic welfare state el ewhere 
in the world? 
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5) lf globalisation slows or stops altogether, will that mean that the world 
has decisively divided into large and mutually hostile economic and 
political regions? 

1l1e authors believe that the above questions are the ones that need to be 
addressed in future studies. 1l1is paper has only provided a limited analysis about 
a few questions of importance that affect Norway and Lithuania and their relations . 
Obviously, further research is needed, and such research should include social and 
psychological insights and be histori ally anchored in order to charncterise and 
disti ngu ish the orwegian and the Lithuanian cu ltures. 

CONCLUSIONS 

In comparing the Norwegian and Lithuanian welfare state models in the years 
1990-2006, the following civil. polit ical. soc ial and economic factors should be 
emphasised. 

First, unlike orway, Lithuanian po litical parties, labour organisations and 
employer associations did not show substantial support for the deve lopment of a 
welfare state. There were no political movements in Lithuania which were interested 
in promoting extensive state regulation . On the contrary, there were extens ive 
movements to limit 1he role of the state in Lithuanian society. 

Second. the Norwegian experience of a we lfare state includes a successfu l 
economy and a well-organised society. Lithuania 's economic and social development 
since 1990 has been marked by relatively high rales of economic growth. However, 
socia l conditions bave not improved in tandem with improvements in the economy. 
Living standards arc still re lative ly low. Trade unions, labour organisations and 
employer associations lacked political influence in society in this period. The 
institutions of civil society in Lithua nia were weak and continue to be weak. 

Third, the orwegian welfare state experience shows that we lfare stale po l icy is 
de1ermined by the e lectorate. Letl-wing and left of centre parties genern lly expand 
the welfare state, while right of centre and right-wing parties genera lly reduce the 
welfare ·tale. However. nei ther tendency was found in Lithuania, ince the re­
es1ablisb.ment of Lithuan ian independence in 1990. 

The orwegian . ocial democratic welfare s1a1e experience has 1101 been 
seriously discussed in the Lithuanian media at any time since the re-establishment 
of Lithuanian independence. ·n1 is is due to the weak pos ition of many centra l 
organisations within c ivil society. i.e. labour unions and co the external pressures 
that impinge upon the new Lit huanian state, i. e. the WB, the IMF, and other forces 
promoti11g g lobalisation. Finally, public opinion i still reacti ng against the idea of a 
strong central state, due 10 the negative experiences connected 10 Soviet rule. 

The Positions Taken by Internal Forces within Lithuanian Society 

Lithuanian poli1ical forces did not show any aspirations in the direction of 
building a welfare state ba, ed upon the orwegian model or any other mode l within 
the ordic countries. In Lithuania, since 1990, n.iosl of 1be e lite group . including 
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economic, political, academic, and media-based forces prefer the idea of the liberal 
state and the role this kind of state plays as a relatively passive enforcer of the 
rules of fair-play in the economic and political life of the nation . Th is attitude is, 
obviously, not a favourable environment for building a social democratic welfare 
state. On the contrary, the ideas and the practices of what the authors refer to as 
market fundamentalism ha become the preva lent and dominating per pective in 

ithuania. 

E:i:ternal Pressures 

Since 1990, all refonns were undenaken under the influence of powerful 
intemational financial organisations that aimed at creating a society characterised by 
e onomic liberali m. Those kinds of societies generally have a residual or marginal 
welfare rare and tho e individual who can afford to do so voluntarily pay for 
private insurance policies lo cover the economic costs associated with disability, 
poor health, old age, etc. The emphasis and reliance upon pro-market solutions to 
welfare problems is ordinarily associated with the idea that the state should play 
a le ser role in soc iety and that private groups and organisations are bener able to 
create programmes that are tailor-made for the individual. Given these conditions, 
the interest in following a Bismarkian corporative direction fo r welfare service 
development slowly dec lined and a liberal path became dominant and entrenched. 

Public Opinion 

IntcmaJ political suppon for the bui lding of a soc ial democratic welfare state 
within the cou111ry was insufficient. The Lithuanian population demanded greater 
responsibility from the state for ways to combat unemployment, inflation and 
poverty. Some people wanted to return to the safety provided by a truly socialist 
society. Many people, pm1icularly older people, believed that the state should take 
care of the needs of the elderly and of other people struggling with difficult life 
situations and trying stage.s of life. However, the majority of the population refused 
to pay higher taxes to have mo re social benefits. The Lithuanian electorate did not 
encourage the elite to formulate and implement a left-wing or left of centre social 
policy, although a major part of the e lectorate would have benefited from the services 
provided by a social democratic welfare state . 

E DNOTES 

' Dc-commodification means that individuals are relatively independent of social security 
provisions stemming from the market powers tpre.- ious earnings and work record). De­
comodiflcation also means that there is an ··easy entry·· 10 th e social security S}'Slem and 
an ""easy exit" from it (Guogis 2000, 79). 

' The four original par1ics were the Labour Par1y. the Conservatives. the Liberals, and the 
Agrarian pany. They were later _jo ined by the Norwegian ommunist Pany and the 
Chri tian Pcoplc·s Party. 

' The text has been translated from the Nonvcg ian by the autl1ors. 
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