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Income Redistribution and Socio-economic
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Abstract: The trade off efficiency and equity issue, whishrépresented by income
redistribution, becomes increasingly debated nd¢ oneconomic and social, but also
in political dimension. Solution of this trade-gffoblem is projected into the imple-
mentation of social policy and results achievecthacroeconomics policy, with the goal
to define the optimal scope and character of tloerire redistribution processes. The
submitted empirical study responds to this probfleraugh the investigation of research
question focused on the existence of a relationbkiveen the social protection ex-
penditure (expenditure on policy of family, old agad unemployment) and the
achieved level of socio-economic development (dfiadt by Human Development
Index HDI). The existence of this relationship iatistically tested in a sample of 15
countries. The research sample is heterogeneorgation to the analyzed indicators,
and it contains countries with a different levelemfonomics development and income
redistribution policy. Based on the results of ditative analysis in most surveyed
countries, impact of social protection expenditon the reached level of economic
development was confirmed. The correlation betwtbensocial protection expenditure
and socio-economic development is positive in thgecof the family and old-age pen-
sion policy, and negative in the case of employnpetity.
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Introduction

On average, transfer payments currently comprisalfaof all public expenditures in
developed countries and their scope is on the aser¢Bailey 1995; Cullis, Jones 1987;
Hayek 1994;Saunders 1993; Stiglitz 1988). The transfer of rmefiom well-off to
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socially weak groups of population through publiwahcing is described in the theory
of public finances (Apgar, Brown 1987; Bailey 19%own, Jackson 1990; Cullis,
Johns 1992; Musgrave 1959; Otahal, Palat, Wawr043;2Singer 1972; Stiglitz 1988)
as redistribution. One of the most discussed nettethat of its need and extent, hav-
ing not only an economic and social, but also @ipal dimension.

The goal of this study is to provide empirical view the trade off efficiency and equity
issue in redistribution processes. The theorefiGahework of research is based on
income redistribution within the neoclassical wedfeeconomy. The analytical part
focuses on selected spheres of social policy iatio#l to human development index,
and evaluates development not only as measurectdryomic advances, but also by
improvements in human well-being.

In line with the goal, a subject of research ihe. mutual relationship of social and mac-
roeconomics policy in the narrower sense is defifdte quantitative research of the
existence and character of this relationship assumeelection of social policy tools
guantified through social protection expendituree $/cus on key areas of social policy
and monitor the data on social expenditure on fgmild age and unemployment.

Theoretical Framework

Welfare economics represents a neoclassical viewedistribution (Apgar, Brown
1987; Bailey 1995; Brown, Jackson 1990; Cullis $0h892; Musgrave, 1959; Singer
1972; Stiglitz 1988). It deals with the functionswicial welfare, i.e. public interest, and
aims to analyze the conditions of its maximizingleinspecific circumstances, i.e. the
amount and quality of production resources avalabhd demands which are advisable
to be satisfied. Public interest is often graspiéfémntly, even contradictorily, which is
why its general definition is difficult to providéHayek 1994; Nemec, Ochrana,
Sumpikové, 2008; Ochrana, Nekola, 2009). JeremyHaem who provided a definition
based on the principles of utilitarianism (theseendeveloped further in work by John
Stuart Mill and John Austin), was the very firstgan to set public interest into a wider
context and to identify public interest with justic In 1781, Bentham defined public
interest, in other words the interest of a groupsigting of individuals, in the introduc-
tory part of his paper "Introduction to the Prifep of Morals and Legislation" as the
sum of individual interests of the individuals (WU4 + U2 + ... + Un). In order to
maximize the sum of individual well-beings, i.eced welfare (W), the utilitarian theo-
ry postulates that redistribution be needed amodiyiduals in such a manner that each
individual profited from the income equally. Howeythis more or less logical utilitari-
an reason for the need for income redistributiosaniety to maximize social welfare
encounters numerous methodological problems.

In a society, considering a developed society witlarge number of members, where
individuals may freely use their knowledge andlIskib reach their individual useful-
ness, no public interest controlled by the govemtnean be defined as the sum of the
aforementioned individual usefulness, and neither government nor anyone else is
capable of recognizing the circumstances of thelieving. Public interest cannot be a
sum of individual needs based on very simple reasbase defining the rules for pub-
lic-interest achievement are unable to know the le/mst of individual interests, of
which the public interest should be, according utiktarian principles, comprised, nor
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is each individual interest in line with the pubtine. And it is the aspect of ignorance
of all circumstances associated with achieving eadividual interest in society that is
missing in the utilitarian definition.

Another issue arises during interpersonal comparigandividual usefulness — welfare
economics working with the utilitarian concept audically presupposes higher indi-
vidual usefulness in individuals with higher incanievertheless, is the notion that
more money goes hand in hand with higher rate efulisess, satisfaction and luck
adequate?

The stated methodological issues cast doubt ofusidication of redistribution from
the economic viewpoint (still, from the social geestive, its need is maintained). Also,
financial expenses on redistribution processesd@a, Mitton, Manning, Vickerstaff
2012; Farnsworth, Irving 2011) raise the issuehef tompromise between efficiency
and equality, which redistribution represents.

The specific nature of this compromise is descrilmethe relation between social pro-
tection and socio-economic development. It is dafiby means of statistical testing of
mutual dependence of the socio-economic developieeet (quantified in numerous
papers through the Human Development Index — H@s{@htini, Monni 2008; Diniz,
Sequeira 2012) and of the extent of social pratadfiedistribution in its practical form
— (Haldskova, Halaskova 2013; Immervoll, Richard0hl; Pestieau 2006).

Many authors consider the Human Development In##X) a more complex indicator

of socio-economic development than income per aapit GDP (Baranova 2013; Cos-
tantini, Monni 2008; Ranis 2004). This index congsininformation on economic

growth (GDP per capita in the latest methodologgail€ulation of national income per
capita), level of education (literacy in adult ptgiion), and state of health (life expec-
tancy). The economic-development indicator is seimainted with indicators of social
development, reflecting on the level of educatiod aroviding of health care — Figure
1 (Mankiw 2010, p. 479).

Figure 1 Components of the HDI calculation using th latest methodology

Human Development Index

Life-expectancy Education index Income index
index
Life-expectancy Average year of School-attendance Net national income
index at birth school attendance expectancy per capita

Source: Own processing according to Mankiw 2010.
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HDI is a geometrical average of partial indexesl(Life-expectancy index, El: educa-
tion index, GNI: gross national income)

HDI = YLEI x EI X GNI index

Although the HDI is a more complex indicator of romic development when com-
pared to GDP or national income, it must be aduhitteat even here is room for im-
provement regarding the complexity of life-qualigsessment in specific countries.
Diniz, Sequeira (2012) claim that the concept oflHbay not embrace the socio-
economic development exhaustively, as it requites ather important areas, evenly
represented and difficult to reach, touching ontjgal, economic, social freedom, or
also creativity, productivity and respect towardsmian rights. The limitations of the
HDI are attempted to be eliminated by the Sociofeooic Development Index (SEDI),
which, according to Mehrotra, Peltonen (2005), fes four areas in the evaluation:
1) infrastructure (representing the number of fpanted passengers by air travel, num-
ber of kilometres of passengers in rail travel, dimel number of phone lines used),
2) the environment (emissions, the volume of GDhegh through recycled energy),
3) education (applications to school with primanydatertiary education) (Hronec,
Strangfeldova 2013), 4) state of health of the patinn (newborn mortality rate, rate of
inoculation against three infectious diseases htHgria, tetanus and palsy). Compared
with the HDI, SEDI omits to take GDP into considera, which is why it is a more
appropriate indicator of economic development an rggional level (Laski, RGmisch
2003).

Also other indexes introduce the social dimensioto ithe evaluation of life-quality
level: Physical Quality of Life Index, which can bensidered a simplified form of the
HDI (Costantini, Monni 2008), similarly to the (Ham Poverty Index, HPI).

Based on the aforementioned facts, the HDI has bekatted for quantification of the
economic development.

The data on social protection expenditure and pt¢sdiave been calculated in accord-
ance with the methodology of the European SystenntEfgrated Social Protection
Statistics (ESSPROS). Social protection encompdsdlemterventions from public or
private bodies intended to relieve households adividuals of the burden of a defined
set of risks or needs, provided that there is eeith simultaneous reciprocal nor an
individual arrangement involved“(ESSPROS Manual DORisks or needs that may
give rise to social protection are: Sickness/Healihe, disability, old age, survivors,
family/children, unemployment, housing, social es@bn not elsewhere classified.

Benefits granted within the framework of social tegion can take many forms: Cash
payments to protected people, reimbursements ofredifure made by protected peo-
ple, goods and services directly provided to pite@eople. The expenditure defined
in transaction categories of social protection st are: Social benefits, administra-
tion costs, transfers to other schemes, other epza

We focus on three types the social benefits claskify eight functions according to
defined risks or needs that may give rise to squiatection:

1. Old age Income maintenance and support in cash or kirdefg health care) in
connection with old age.
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2. Family/children Support in cash or kind (except health care)annection with
the costs of pregnancy, childbirth and adoptiomding up children and caring
for other family members.

3. Unemploymentincome maintenance and support in cash or kincbimection
with unemployment.

Research methodology

The existence of trade off efficiency and equitplpgem projected into the social pro-
tection and socio-economic development is whatiadstatistically tested through the
correlation analysis of social protection expenditand human development index.

The objectof quantitative analysis, the selected sample, cm@p the following coun-
tries: Slovakia, Czech Republic, Hungary, Polantea® Britain, Sweden, France, Ger-
many, Thailand, Austria, USA, Canada, Australigmalaand Mexico. The sample was
deliberately selected in order to ensure its hgemeity from the viewpoint of observed
indicators/variables influencing the statisticadtieg. With regard to availability, the
indicators pertain to the periods of: 2009-200R®A.995 and 1990.

Key methods of scientific researahe those based on classification analysis, compari
son and abstraction in creation of the theoreticethodological frame for the solution;
methods of causal analysis and comparison wherngptkie defined research question
in the application part, and methods of synthest @artial induction when concluding
the outcomes. The complexity in the space of gl@sanomy entails a high degree of
abstraction in research of secondary charactenr@cy collecting of data from OECD
statistics available was carried out through thestmictive method, and its processing
and interpretation through statistical methods wiita emphasis placed on correlation
analysis.

The Pearson correlation coefficient determinesstinength of the dependence among
between observed variables. It shows the leveladffeness of linear dependence. The
estimate of a pair correlation coefficient is defiras the estimate of covariance x and y
divided by the multiplication of estimates of thsfandard deviations, i.e.

_ COVyy

I'yx =

SxSy

where covy, is the covariance betweenandy a can be calculated as the average of
multiplication of deviations, i.e. it is a "commomieasure of variability (covariance)
for two features (x and y).

The equation is based upon covariance, which i¢ethed of mixed variability of varia-
bles x and y:
1 n
covy == ) (- Di-F) =T - %7
i=1
The coefficient of pair correlation (Pearson's etation coefficient) has the values

ranging from <-1,+1>, while the more the value apphes —1, the closer the correla-
tion is (direct linear correlation in case of po&tvalues, indirect in case of negative
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ones); the more it approaches zero, the weakegdirelation is. On both sides, correla-
tion coefficients provide dependence between xyafidendl 2012; Wonnacott, Won-
nacott 1991).

The value of correlation coefficient identifies theesence of dependence relation be-
tween the level of economic development and thergxdf social protection and its
intensity in accordance with the following scale:

Weak correlation Moderate correlation Strong correlation
<0;0.3> <0.3;0.7> <0.7;1>

The calculations in the following part are the autpf the SPSS Statistics 18.0 soft-
ware.

Results and Discussion

According to ESSPROS Manual and user guidelinedZR0expenditures on social

protection are divided into four categories. Thetfare expenditures on social benefits,
which are resources in the form of cash, productseovices. The second category re-
lates to administrative expenses, connected wihstistem of providing social protec-
tion. The third and fourth category deals with sfans into other systems and various
expenditures.

Table 1 Social Protection Expenditure in the Area ofFamily Policy [%)]

1990 1995 2000 2005 2006 2007 2008 2009

Australia 15 2.7 29 2.7 26 25 33 28
Austria 2.6 3.1 2.8 28 2.7 26 2.7 29
Canada 0.6 0.8 1.0 1.1 1.0 1.1 1.0 1.1
Czech Republic 24 1.9 1.9 1.7 1.6 1.9 1.7 1.8
France 25 2.7 3.0 3.0 3.0 3.0 3.0 32
Germany 1.6 2.1 2.1 2.1 1.8 1.8 1.9 2.1
Hungary . . 3.1 31 34 34 34 3.6
Italy 0.8 0.6 1.1 1.3 14 14 14 1.6
Japan 0.4 0.5 0.6 0.8 0.8 0.8 0.9 1.0
Mexico 0 0,1 0,7 1.0 1.0 1.0 1.1 1.1

Poland 1.7 1,1 1,2 1.1 1.1 1.1 1.1 1.1
Slovak Republic . 2,5 2.0 1.9 1.9 1.8 1.7 2.0
Sweden 44 3.8 3.0 33 34 34 35 3.7

United Kingdom 1.9 23 2.7 3.2 3.1 3.3 35 38
USA 0.5 0.6 0.7 0.7 0.7 0.7 0.7 0.7

Source: Own processing according to OECD.

96



This study focuses on three types of social primeaxpenditures — in the area of fami-
ly policy, on unemployment and old age, in seleatedntries and periods of time. The
following tables provide their level

The ratio of social protection expenditures in fignpiolicy as % of the GDP according
to OECD statistical data in selected countriehias in Table 1.

In the observed period, the lowest share of sqmiatection expenditures on family
policy (Table 1) was provided in the USA, Japanxie and Canada. By contrast, the
largest share of expenditures on family policy i@snd in the case of Sweden and
Hungary, which are countries with the most genesyssem of social policy and a high
level of redistribution. Since 2005, also the Udit€ingdom of Great Britain and
Northern Ireland was achieving the biggest sharexgfenditures on family policy.
Social protection expenditures on passive employrpelicy (unemployment compen-
sation /severance pay) differ among countries (aleg to the duration of its providing
and to % from the previous income) according to dbecept of the adopted employ-
ment policy. Their level as the % of GDP, basedd®&CD data in selected countries, is
shown in Table 2.

Table 2 Social Protection Expenditure in the Area oEmployment Policy [%]

1990 1995 2000 2005 2006 2007 2008 2009

Australia 1.1 1.2 0.9 0.5 0.5 0.4 0.4 0.5
Austria 0.9 1.3 0.9 1.1 1.0 0.9 0.9 1.1
Canada 1.9 1.3 0.7 0.6 0.6 0.6 0.7 1.0
Czech Republic . 04 0.6 0.6 0.5 0.6 0.6 1.0
France 1.7 1.6 15 1.7 15 1.4 1.3 15
Germany 0.8 15 1.3 1.9 1.7 1.4 1.3 1.7
Hungary . 0.9 0.7 0.6 0.6 0.7 0.7 0.9
Italy 0.6 0.7 0.4 0.5 0.5 0.4 0.5 0.8
Japan 0.3 0.5 0.6 0.3 0.3 0.3 0.4 0.7
Mexico - - - - - - - -
Poland 0.0 1.6 0.9 0.5 0.5 0.3 0.2 0.3
Slovak Republic . 04 0.6 0.3 0.3 04 04 0.7
Sweden 0.9 2.3 14 1.2 1.0 0.7 0.5 0.7
United Kingdom 0.7 0.9 0.3 0.3 0.2 0.2 0.3 0.5
USA 0.4 0.3 0.2 0.3 0.3 0.3 0.3 0.9

Note: The social protection expenditure in the acfaemployment policy in Mexico was not
available in the monitored years.
Source: Own processing according to OECD.

Over the observed period, the share of social ptiote expenditures in the area of em-
ployment policy as a GDP share ranged from 0.2-1ir®%he selected countries (see
Table 2). A slightly increasing tendency of the reisaof expenditures in the area of
employment policy was observed mainly in JapantaedUSA, from European coun-
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tries in Germany, the Czech Republic, Italy andv&kia. By contrast, a slightly de-

creasing share of expenditures in the area of gmmat policy was observed in Aus-
tralia, in Europe in France, Poland, Sweden orithgged Kingdom. The highest share
of expenditures on employment policy was observeBrance and Germany in 2009,
by contrast the lowest share was in Poland. Theestfaexpenditures on social protec-
tion, which individual countries allocate for theea of employment policy as a GDP
share, is relatively small in comparison with tiare of expenditures on old age. Ex-
penditure on social protection on old age as thef%DP, based on OECD data in
selected countries, is shown in Table 3.

Table 3 Social Protection Expenditure on Old Age [%]

1990 1995 2000 2005 2006 2007 2008 2009

Australia 33 3.9 47 4.3 47 47 49 49
Austria 8.9 10.0 10.4 10.8 10.7 10.7 11.0 12.0
Canada 38 4.2 39 3.7 37 37 38 4.1

Czech Republic 5.0 5.6 6.8 6.6 6.5 6.6 7.0 7.8
France 9.2 10.6 10.5 10.9 11.0 111 11.5 12.3
Germany 94 7.8 8.6 9.1 8.8 8.5 8.5 9.1

Hungary . . 7.0 78 8.0 8.4 8.8 9.1

Italy 8.2 9.3 11.1 1.5 116 1.7 12.2 13.0
Japan 4.0 5.2 6.8 8.6 8.7 8.8 9.3 10.4
Mexico 0.4 0.6 0.6 0.9 1.0 1.1 1.2 14
Poland 4.1 76 8.5 9.3 9.4 8.7 8.9 9.8
Slovak Republic . 55 5.7 57 5.6 54 5.2 6.4
Sweden 8.6 9.8 9.1 9.4 9.1 9.0 9.4 10.2
United Kingdom 4.8 5.5 55 5.9 5.7 5.7 6.2 6.7
USA 5.2 5.4 5.1 5.3 5.2 5.3 55 6.1

Source: own processing according to OECD.

Over the years 1990-2009, the social protectioreedipure share in the area of pen-
sions in all selected countries demonstrated atsfigncreasing tendency, with the
exception of Germany where a slight decrease tdakep In 2009, France, Austria,
Sweden and Japan had largest expenditures in¢aeofipension policy. Over the years
1990-2009, the most notable increase in expenditaréhe area of pension policy was
observed mainly in Japan, by 6.4%, in Europe iraRa)/ Italy, Austria and France, by
5.7%, 4.8%, 3.1% and 3.1%, respectively. It mayabsumed that this pertains mainly
to legislature and implemented instruments of dgumdicy, in connection with aging of
population, and also traditions and customs inréispective countries. However, a very
low share of social security in the area of persiwas observed in hon-European coun-
tries over the defined period. The lowest sharexpienditures on old age was observed
in Mexico (around 1%), Australia and Canada (betw&e4%).
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In theory, the amount of the social protection exjiires should be reflected on the
achieved level of economic development quantifiedhe HDI (Table 4).

Table 4 Level of Economic Development Quantified by #nHDI

1990 1995 2000 2005 2006 2007 2008 2009

Australia 0.873 0.889 0.906 0.918 0.920 0.922 0.924 0.926
Austria 0.790 0.814 0.839 0.860 0.866 0.870 0.876 0.879
Canada 0.857 0.870 0.879 0.892 0.897 0.900 0.903 0.903
Czech Republic - 0.788 0.816 0.854 0.858 0.861 0.864 0.863
France 0.777 0.819 0.846 0.869 0.873 0.877 0.879 0.880
Germany 0.795 0.835 0.864 0.895 0.898 0.901 0.902 0.900
Hungary 0.706 0.737 0.775 0.803 0.808 0.809 0.811 0.811
Italy 0.764 0.795 0.825 0.861 0.866 0.869 0.871 0.870
Japan 0.827 0.850 0.868 0.886 0.891 0.894 0.896 0.895
Mexico 0.649 0.674 0.718 0.741 0.748 0.755 0.761 0.762
Poland - 0.727 0.770 0.791 0.795 0.800 0.804 0.807
Slovak Republic 0.747 0.752 0.779 0.810 0.817 0.825 0.831 0.829
Sweden 0.816 0.855 0.894 0.896 0.898 0.899 0.900 0.898
United Kingdom 0.778 0.816 0.833 0.855 0.853 0.856 0.860 0.860
USA 0.870 0.883 0.897 0.902 0.904 0.905 0.907 0.906

Source: own processing according to Human DevelopiReport

The relation between the extent of selected typesmaial protection expenditures and
the level of economic development achieved is adiat through the Pearson correla-
tion coefficient (Table 5).

Table 5 Correlation of Observed Types of Social Protgion Expenditure and the HDI in
Time — Selected Countries

The sphere of social policy 1990 1995 2000 2005 2006 2007 2008 2009
Family policy 013 027 016 016 009 008 014 0.09
Employment policy 0.07 0.1 0.16 0.25 0.25 0.19 0.21 0.29

Policy of old-age pensions 0.15 0.22 0.22 0.25 0.25 0.25 0.25 0.24
Source: own processing

Over the years 1990-2009, the Pearson correlatiefiicient demonstrates weak linear
dependence between social protection expendituregshee achieved level of economic
development in the case of:

» the extent of social protection expenditures onilfaend the HDI in 1995,
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» the extent of social protection expenditures onmysleyment and the HDI in
2005, 2006 and 2009,
» social protection expenditures on old age and thédver 2005-2009.

On the basis of the Pearson correlation coefficianveak link between the extent of
social protection expenditures in the area of fampdlicy and the HDI in 1995, and as
the determination coefficient demonstrates, toeyrehis 7.3% mutual influence, and
92.7% influence by other factors.

It is also possible to notice a week correlatiohween the extent of social protection
expenditures in the area of employment policy dredHDI in 2005 and 2006, when the
determination coefficient equals 6.25%. These mtdis show a 6.25% mutual influ-
ence, and 93.75% influence by other factors. In9288 well, a weak correlation be-
tween these indicators was proven according toP@son correlation coefficient of
0.29 with the determination coefficient of 8.4%.

Table 6 Pearson's Correlation Coefficient of Obsena Types of Social Protection Expendi-
tures and HDI Index for Individual Countries

Family policy Employment policy Old-age pension policy

Australia 0.72 -0.93 0.93
Austria -0.11 -0.13 0.91

Canada 0.90 -0.81 -0.26
Czech Republic -0.58 0.53 0.69
France 0.94 -0.64 0.88
Germany 0.34 0.72 -0.06
Hungary 0.72 -0.48 0.87
Italy 0.92 -0.22 0.95
Japan 0.95 0.08 0.97
Mexico 0.99 - 0.91

Poland -0.23 -0.99 0.86
Slovak Republic -0.87 -0.01 0.11

Sweden -0,86 -0.33 0.37
United Kingdom 0.95 -0.71 0.84
USA 0.97 0.14 0.34

Source: own processing

The correlation relation between the social pradecexpenditures on old age and the
HDI over the years 2005-2009 proved a weak coroglal he determination coefficient

shows that over the years 2005—-2008, there wa®/®Rhbtual influence, and 93.75%

influence by other factors. An even weaker link vpmsved in the year 2009, when

there was just 5.3% mutual influence between thetieators.
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Based on the Pearson correlation coefficient, atspual relations between selected
types of social protection expenditures (in theaavefamily policy, on unemployment

and old age) and the achieved level of economieldement — the HDI — were ana-
lyzed (see Table 6).

Over the years 1990-2009, based on the Pearsaglat@n coefficient, a strong linear
dependence was proven in the extent of social gioteexpenditures on family policy,

and the HDI in Australia, Canada, Japan, the USé Mexico. France, Hungary, Italy
and the UK were the European countries to provérang linear dependence of the
extent of social protection expenditures in theaawé family policy and the HDI. The

higher social-security expenditures in the areéofily policy are, the higher the HDI

in these countries is.

A strong indirect linear dependence between thengxif social protection expenditures
in the area of family policy and the HDI can betspd in Sweden and Slovakia. It thus
applies that the higher the social protection edjares on family policy in these coun-
tries are, the lower the HDI over the observed sieBy contrast, from the European
countries, mainly Austria and Poland showed a wiedirect linear dependence be-
tween the extent of social protection expenditaresamily policy and the HDI.

In European countries, a strong direct linear ddpeoe of the extent of social protec-
tion expenditures on unemployment and the HDI cantraced in Germany, and a
strong indirect linear dependence in Poland andJthised Kingdom. In non-European
countries, a strong indirect linear dependencénede indicators was observed in Aus-
tralia and Canada. By contrast, in Austria, Itdlye USA or Japan, the dependence
between the extent of social protection expenditune family policy and the HDI is
very weak.

The mutual relation between the extent of sociatguotion expenditures on old age and
the HDI over the observed period proves a strongctliinear dependence in majority
of countries. However, Canada, Germany and Slovakéaexceptions, where a low
linear dependence between social protection experdion old age and the HDI was
proven. On the other hand, a moderate direct lidependence was proven between the
indicators in Sweden and the USA.

Conclusions

The question of trade off compromise between &fficy and equality is being increas-
ingly discussed in not only economic and sociat, dso political terms. The general
theoretical view on the solution of this issue iisgented by the neoclassical school of
welfare economics view of income redistribution.wwéwer, there are numerous meth-
odological problems (definition of the function sicial welfare, interpersonal compari-
son of individual well-being) that hamper the afpgsnto find a proper response. The
balance between efficiency and equality also petesemto the execution of social
policy and results of socio-economic policy achabweith the aim to define an optimal
extent and character of the processes of redisimitbuThat is achievable by defining
those areas of social protection where public edjperes make a positive influence on
the quality of life in a society (we can call itrq@uctive social protection expenditure).
The study tries to identify such kind of social fgion expenditure by quantitative
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analysis of relation between the different typesso€ial protection expenditure (on
family, old age and unemployment) and socio-econodevelopment measured by
human development index. The relation is statiijicasted on the sample of 15 coun-
tries, differing in the achieved level of socio-aomic development and the extent and
character of income redistribution processes. Istreelected countries, expenditures on
social protection in the area of family policy amal old age have a positive impact on
the level of socio-economic development; by comtiagwever, expenditures on unem-
ployment have a rather negative impact. The outsoofighe research should be ana-
lyzed more deeply through the redistribution theofylefined compromise “trade off”
between efficiency and equity. The compromise ithezountry depends on the charac-
ter of the subparts and the models of social poliifferent models of family policy
(liberal, social-market, universalistic), labor ikeair policy (Scandinavian model, liberal
model, consensual corporate democracy model) andepts of pension policy (pre-
sented by liberal, socio-democratic and consergativodel of social policy) cause
markedly different extent and nature of redistribmitprocesses.
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