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FLEXICURITY — CHALLENGE TO IMPROVE
CZECH LABOUR MARKET *

Zuzana Potuzakova

Introduction

In the recent two decades, the Czech labour madebeen deeply reformed due to the
political and economic changes. In spite of theferm steps, there is a space for the
future improvement, especially in the time of tHebgl economic slow-down. The
paper is divided into two parts. In the first one @axplain the reasons why flexicurity
got so popular and what are the potential threatsmplementing it into other
economies. The second part deals with those elsnoérihe flexicurity model (the so
called golden triangle) which could be implemeniett the Czech labour market and
improve its functioning. In this part, we will méon the flexicurity elements which are
already used as within the active labour marketpdALMP).

Fexicurity and its elements

Flexicurity, composed from the words flexibility dirsecurity, reflects current basic
trend in guaranteeing high employment levels anstasuability of national fiscal
systems in the welfare states. The fundamentalbébind the concept of flexicurity is
that flexibility and security are not contradictdryone another, but in many situations
can be mutually supportive. As a concept, flexiguwas created in the Netherlands in
the mid-1990s, based on a number of specific cmdit The goal of the Dutch
flexicurity legislation was to correct an imbalarnoetween an inflexible labour market
for core workers and an insecure labour markeasdn for the contingency workforce.

In Denmark this concept was used in the broaderiw#éiye 1990s and helped to reduce
the unemployment levels significantly. The basieaidf this model comes from the so
called Golden triangle and focuses on combinatibnadaptability to a changing
international environment and a solidaristic wedfaystem. It combines a liberal and
flexible labour market with low barriers to (re)eriteave and generous welfare system.
The high degree of mobility from employer to emmoys linked to the low level of
employment protection in the Danish labour mark&anks to the generous
unemployment support, Danes are not afraid of dngnjpbs often. Based on this we
speak about high numerical flexibility — numberpefople changing the job is therefore
substantially higher than in the EU. Denmark hastghest figures in the percentage
of employed which are each year affected by uneympémt and receive unemployment
benefits or social assistance (around 20 %) withan EU. But the majority of these
unemployed persons manages to find their own wal¢ veio a new job.

The third part consists of active labour marketicgd ALMP) which enables to pre-
qualify those who do not enter the labour markehiwia short period. There are two
important effects in this connection. On the onedhas a result of the active measures,
the participants in various programmes (e.g. jalining and education) are upgraded

' The paper was prepared within the project of theecBzScience Foundation GR
402/07/0521, Internal Market and its Effects withiisedgrad 4.
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and thus improve their chances of getting a jolalffication effect). On the other hand,
the measures can have a motivational effect in tim@mployed persons, who are
approaching the time when they are due for actiwatmay intensify their search for
ordinary jobs, in case they consider activatioregative prospectThe golden triangle
of flexicurity is illustrated in the scheme No. 1.

Scheme No. 1 - Golden triangle of flexicurity

The mamn axis of - A\
the flexicurity -
model s

Flexible
labour
market

The qualification
effect of the LMP

\ - Motivational
=== effect of LMP

Source: Madsen (2006), p. 8

Danish employment system is defined as a ‘hybridé.olt includes a very liberal
feature — non-restrictive employment protectionidiegion typical for Anglo-Saxon

labour markets and generous welfare regime of kgeieurity usual in Scandinavian
countries. The system is generally accepted in eknand is based on public
consensus. Flexicurity stresses the potential forwin-outcomes in situations which
are traditionally conceived as characterised byflimting interests? During the so

called Danish job miracle the unemployment rate vemkiced by 50 % from 10 % in
1993 to 5 % in 2002 This is without any doubt a very good result aimte the end of

the 1990s, the flexicurity model became one of‘thgort articles” from Denmark and
other EU states started to implement this model timéir employment systems.

The EU implemented this concept into the Lisboratsgy in 2006. Lisabon strategy,
started in 2000 on European council in Lisdoaimed on improving of the EU
competitiveness within the world economy. In 2004 Strategy was primarily focused
on economic growth. Growth could be created onlgase there are enough jobs with a
high productivity. Otherwise the EU states would he able to guarantee current

! Madsen (2006), p.7.
2 Madsen (2006), p.3.
3 Madsen (2002), p. 2.
4 http://ec.europa.eu/growthandjobs/european-casfirallex_en.htm [15.8.2009].
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welfare standards in the future. Based on thesmimistances, the flexicurity concept
was strongly welcomed within the EU.

In 2006, the Spring European couhsilressed the need to develop more systematically
in the National Reform Programmes comprehensivécydtrategies to improve the
adaptability of workers and enterprises. It nothdt tthe Commission, together with
Member States and social partners, will exploredeeelopment of a set of common
principles on flexicurity’ As the Commission further noted, “Common principlef
flexicurity will provide Member States and the Epean Union with a common
understanding of flexicurity and the challengesiihs to address. They will strongly
underline the involvement of the EU in securingdhe’s social and economic future*.
Another paper concerning this topic was publishe@®007 by the DG Employmefit.
This paper already highlights some good exampletioes already applied in the
Member States.

The EU, which is nowadays facing many external @tdrnal challenges (in EU
language this means threats), is doing its bestdbilize as much of human resources
as possible and adapt the labour market for thaddantaged groups at the margins
(e.g. older workers, disabled, youth, etc.). Alesh steps try to aim on the high
employment. High employment rates have two differeontributions. The first
contribution is the social one. In case of high Exyyment rates, the “negative social
behaviour” is reduced. The other gain is economiba more people are employed, the
more people contribute to the budget and less ressufor unemployment/social
benefits are required. This helps to secure théaveebystems.

Flexicurity reflects also another feature of thelags society, that means to keep
economically active the people employed in the jafth low requirements on labour

force. Due to changing employment structures tlgpiirements on labour force are
rising. In the past, most of people worked in agtice sector with plenty of jobs

demanding limited skills. Due to the industrialipatand later the tertialisation process
more skills were needed to manage the jobs. The\oth low requirements on labour

force are disappearing from Europe.

Today, most of the EU labour force is employedarvige sector. In 2007, almost 70 %
jobs belonged into tertiary sector in EU-15 andwt@0 % in EU-12.In general, we
can consider European labour markets for societlesre the computer and language
skills are broadly expected. The so called “knogkedociety” got leitmotif of many
Commission’s papers of the recent period. Despi¢erising requirements on human
resources, their abilities remain on the same Iduelm the social and even economical
point of view, for the state it is less expensivepte-qualify workers, create jobs for
them and keep them economically active.

! http://ec.europa.eu/growthandjobs/european-casfiralex_en.htm [15.8.2009].

2 EC(2007a), p. 4.

% Ibid.

4 EC (2007c) Towards Common Principles of Flexicurityore and better Jobs through
Flexibility and Security.

° http://www.czso.cz/csu/2008edicniplan.nsf/kapitbé®7-08-2008_(vybrane_udaje)-3
[18.8.2009].
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In 2006, the EU defined the so called pathwaysprove the functioning of the labour
markets

» Pathway 1: Reduce asymmetries between non-staaddrdtandard employment
by integrating non-standard contracts fully intbdar law, collective agreements,
social security and life-long learning, and consiakaking employment in standard
contracts more attractive to firms,

« Pathway 2: Enhance companies’ and workers’ addityalby developing and
strengthening transition security,

» Pathway 3: Address opportunity and skills gaps agrtbe workforce by
broadening and deepening investments in skills,

» Pathway 4: Enhance employment opportunities foeberecipients, prevent long-
term welfare dependence, regularise informal waok lauild up more institutional
capacity for change.

The EU pathways in general correspond with the eitdgm of the Danish golden

triangle. First two pathways cope with the acti&ledur market measures. The third and
forth one includes ALMP elements declaring the &y to prefer active labour

market policy to the passive one. The first elemBexible labour market, is described

to the greatest detail; general welfare systemefs ¢ompletely unnoticed. That

signalizes where weaknesses of most European lahawkets are.

All the measures of the model and the model as alevimake a very positive
impression. In Denmark, the unemployment rate westsintially reduced, as well as
the long-term unemployment. Subsequently, the eynpémt rate grew to the one of the
highest employment rates in the Btkaching almost 80 % in 2008. Anyway, there are
some aspects which enable this concept in Dennoafliriction and which are typical
for this economy. In case the flexicurity is impkemted into any other economy, the
concept may not have the same positive effect.

Low employment protection strictness for variousougps of employers (regular
workers, temporary workers) is one of the partigtits of the Danish labour market.
This strictness measured by Employment Protectiegidlation (EPL) index was

constructed by OECD. EPL indicates how easy or ¢icated hiring and firing the

workers in a particular economy is. The figure oanillate from 0 (no protection) to 6
(maximum protection). That means the higher theurigis, the higher is the
employment protection. Table No. 1 records the HRlex for all the EU Member

States who are OECD members as well. As we carttse®anish economy has lower
employment protection according to the Europeamdstals (overall strictness in
Denmark is 1.8). The barriers are low for all theapboyers groups with small

differences in employment protection regime. In Eig, the lower value of the EPL
was recorded only in the UK and Ireland. The higlpetection of employers was in
the Southern Europe (Portugal, Spain, and Greece).

Should other Member States implement the flexiguribdel into their economies, they
would have to reform their labour codes, reducerteenployment protection and

LEC(2007a), p. 5.
http://epp.eurostat.ec.europa.eu/portal/pagefpstrizctural_indicators/indicators/employment
[16.8.2009].
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differences between various groups of workers an l#bour market. This measure
includes also the Pathway 1. In this case the proldwells rather in realization and
reform of national labour codes, although the Danimse shows that the lower
employment protection is not harmful for employees.

Despite a high fraction of workers being affectgdumemployment each year (around
20 percent), majority of these unemployed persoasages to find their own way back
into a new job. As an indication, the long-term mupéboyment as a percentage of total
unemployment (6+ months, 12+ months) in 2004 wa$xand 22.6 % in Denmark,
compared to 60.4 % and 42.4 % in EU*TEhose who become long-term unemployed
end up in the target group for the active labourkeiapolicy, which — ideally — helps
them find job agaif.

Table No. 1. EPL in 2008

Type of contract Regular | Temporary| Overal EPL strictness
State/Year 2008 2008 1998 2008
Austria 2,4 1,5 2,4 2,2
Belgium 1,7 2,6 2,5 2,5
Czech Republic 3,0 0,9 1,9 2,0
Denmark 1,6 14 1,9 1,8
Finland 2,2 1,8 2,2 2,0
France 2,5 3,6 2,8 2,9
Germany 3,0 1,2 2,6 2,4
Greece 2,3 3,1 3,5 2,8
Hungary 19 1,4 1,5 1,7
Ireland 1,6 0,6 1,2 1,3
Italy 1,8 2,0 3,1 2,4
Netherlands 2,7 1,2 2,8 2,1
Poland 2,1 1,8 1,9 2,2
Portugal 4,2 2,1 3,5 2,9
Slovak Republic 2,5 0,4 2,2 1,8
Spain 2,5 3,5 3,0 3,9
Sweden 2,9 0,9 2,5 2,2
United Kingdom 1,1 0,4 1,0 1,1
OECD total 2,1 1,8 2,2 2,1

Source: OECD,
http://www.oecd.org/document/22/0,3343,en_2649 393421014 1 1 1 1,00.htmi#epl

! The fact that Denmark has the highest expenditareslisability within the EU is the ,dark
side‘of the low long-term unemployment rate. In 8004.9 % of the total social benefits (or
4.2 % of the GDP) were aimed on disability, companéth 7.5 % in the EU-27 (1.9 % of the
GDP), according to the Eurostat. To sum up, instgfakigh unemployment benefits, there are
high disability costs in Denmark. Disabled peopterabt belong into the group of economically
active, which makes the long-term unemploymentratgressively low.

2 Madsen (2007), p. 15.
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Another specific is the difference in distributiaf responsibilities of the social
partners, namely the unions. In Denmark, the saefalrance is based on the so called
Ghent system. In this system, the unions were fiiistily responsible for payment of
unemployment benefits. That explains the huge iraadf trade union membership in
Denmark (about 80% of workers) and also in othean8mavian countries (Finland,
Sweden) where this system more or less exists. yfod®enmark, there are 31 state
recognised unemployment insurance funds. Most@utiemployment insurance funds
are affiliated with one or more trade unions. Waoskeill conceive the membership of
the trade union and the affiliated unemploymenuiasce fund as a packab§.he
members of the unemployment insurance funds wétdfore only be obliged to pay
a fixed membership contribution, independent ofateial level of unemployment.

The state has been taking over the responsibibity financing the extra costs of
unemployment benefits that were caused by increiasaaemployment (the principle
of public financing “at the margin”) since 1969.er'government’s share consists of 50—
80 % of the total unemployment benefits costs, deépg on number of the
unemployed As we can see, the unions played quite an importaatin distributing
unemployment benefits. They were paid from theindunds (today insurance funds).
This means that the general interest of the unigas to reduce the number of the
unemployed because the rising number of unemployeant the rising costs for their
insurance funds. Within the Ghent system, the umibave a strong position in
barraging collective agreements but their respdlitgibvas traditionally higher due to
the obligation of distribution of unemployment bétse

Finally, Denmark invests considerable amounts oheyointo activation policies and
continuously adapts of the economy to keep the facthe future competitiveness. In
2007, according to the OECD, Denmark invested ab@196 of GDP into active labour
market policy (ALPM) — the highest rate in the E&hd 1.5% GDP into passive
measures. The OECD average is 0.6 % GDP for theMABRd 0.8 % for the passive
one? According to the same database, the Czech RepaiticSlovakia invested only
0.2 % GDP into ALMP, which is the lowest fraction®@ECD.

Furthermore, in 2006 Denmark launched the GlobdisaEund® Until 2012, almost 40
billion DKK (about 5.2 billion EUR) will be provid# for education, research and
entrepreneurship. Such a project is rare withinBEbeand enables to Denmark to gain
educated and skilled labour force. In the scheme2Nee can see how the resources of
the fund should be distributed. All these measupesrespond with general
recommendation of the Commission’s papers concegthie competitiveness topic.

Ibid, p. 11.

2 http://www.oecd.org/document/22/0,3343,en_264923805_43221014_1 1 1 1,00.html#almp
[17.8.2009].

® National Reform Programme 2007 Denmark, p. 19.

4 E.g. High Level Group report Facing the Challengdntegrated Guidelines for Growth and

Jobs (2008-10) available on: http://ec.europa.ewtirandjobs/pdf/european-dimension-200712-
annual-progress-report/200712-annual-report-integrguidelines_en.pdf [17.8.2009].
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Scheme No. 2. — Resources distribution of the Glolmation Fund

2007 | 2008 2009 2010 2011 2012

DKK millon 2007 (2007 prices) total| 2000 4000 600®000 | 9000| 10000

Research and development 10p0 2000 33800 4600 49@WO H

Innovation and enterpreneurship 350 400 400 500 50600

All young people to have a youth 308 | 781| 1220f 1702 2232 2620
education

Increased tertiary education 200 285 537 650 1144611

Strenghtened adult and continuing 141 | 534| 540 547 217 21y
education initiative

Source: NRP Denmark 2007, p. 20

Apart from that, Denmark also supports the demadd ef the labour market. It is
therefore considered a state where it is easynaarbusiness. According to the World
Bank’s Doing Business 2009, Denmark rankBov®rldwide and 1 in Europé' It takes
only 5 days to start a business and the whole psosefree of charge. Similarly to other
Scandinavian economies, the business environmeweris liberal. According to the
Index of economic freedom(which covers 10 specific freedoms such as treskdbm,
property freedom and investment freedom), in 2@nmark ranked'8worldwide and
2"%in the EU (after Ireland).

In case we summarize the specifics of the Danisin@wny and labour market features,
we should highlight that flexicurity concept is yesuccessful thanks to the particular
macroeconomic environment. It is based on speaddaditions within the Danish
economy and the full applicability in other econemis therefore limited.

Based on the public consensus there is a low proteof workers across all of the

employers groups which enables to the businesse=atd flexibly on situation. Thanks

to the their position in the economy, unions bessponsibility for unemployment

benefits payments. Their interest is therefore teate such frame within the
employability of their members that would be ashhig possible. High unemployment
means high costs for insurance funds traditionaifyby the unions.

Danish policy supports supply and demand side @fdbour market. There are highest
investments on active labour market policies messsur the EU, high investments into
research and development and huge financial ressuswailable for education and
entrepreneurship within the Globalisation Fund. iark is attractive place to run

business. It takes only 5 days to start a busia@skit is without any charge. The

business environment is liberal and trade, investnamd other freedoms are widely
guaranteed. Before implementing the flexicurity mgas into the other economies, we
should realize that this concept itself does netha help substantially without broader
reforms of economy being made.

Due to the reasons mentioned below, at the monevidlld be quite hard to apply the
concept as a whole into the conditions of the Camdnomy. Anyway, at the moment
the Czechs can choose some of the mechanisms gheimient them into their labour

! http://www.doingbusiness.org/EconomyRankings/ $12009].
2 nttp://www.heritage.org/Indexf17.8.2009].
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market environment. The topic of applicable elermésitdiscussed to a greater detail in
the next part of the paper.

1. Czech labour market and flexicurity
General labour market background

In the past two decades, the Czech labour mark&bgether with other Central
European economies — had to face deep politicalalsand economic changes in the
1990s and transform the labour markets as well.ldbeur force was almost overnight
confronted with many new requirements (e.g. languagpwledge, IT skills, flexibility).
According to Nesporova, Cazes (2003) these chamagsmpact orf:

1. Decline in employment rates

2. Shrinking participation rates

3. Growth of unemployment rates (long-term unemploythamemployment of
disadvanced groups, regional unemployment).

All these changes had an impact on labour markefoppeance which weakened
significantly at the beginning of the 1990s. It wady after the first economical and
labour market reforms had been executed in the S 8¢t the Czech economy started
to grow. From 2000 to 2008, the GDP grew strondigwe the EU average, in 2005-
2008 the annual GDP growth was more than 6 %. fi&isa positive effect on labour
market performance. The employment rates werengisind unemployment rates
declining. In 2008 the unemployment rate accordinghe Czech Statistical Office
reached the long-term minimum of 4.2 %. Neverttgletie to the impact of the
economic crisis the unemployment reached the ofmostord (7.9 % in the"2quarter

of 2009, according to the national methodology)himit7 months and is expected to
grow further. In the table Nr. 2, we can see thesteavailable data demonstrating recent
labour market situation in the Czech Republic ancCéentral Europe. The figures are
compared to the Danish labour market.

In case we focus on performaace of the Central igao region, we can state that in
2008, the whole region had lower employment rafdse difference between the
employment rate in the Czech Republic and Denmark ¥2 %, in other CE states the
difference was even greater.

Table No. 2 Labour market indicators in % — Central Europe vs. Denmark, 2008

Employ- | unempl. rate oo tIEE T | expenditurd GDP! head

ment rate 06/09 t/ total unem.| employment| s/GDP (06) EU27=100
CR 66.6 6.3 50.2 3.5 18.7 80.4
Hungary 56.7 10.3 47.6 3.1 22.3 62.9
Poland 59.2 8.2 29.0 9.3 19.2 57.5
Slovakia 62.3 11.7 66.1 2.7 15.9 71.9
Denmark| 78.4 6.2 16.1 18.0 290.1 118.3

Source: Eurostat database, OECD, Employment Outd@@© — forthcoming edition

! cazes, Nesporova (2003), p. 10-18.
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Furthermore, very essential difference could benfbin the category of long-term
unemployment rate. These low figures result from flexicurity model as mentioned
above. Denmark has the lowest long-term unemployrtieanks to qualification and
motivational effects. In the Central European ecoies, every other person is
unemployed for a period longer than 12 months. @ear is considered to be
a psychological barrier after which the return aodur market gets more complicated.

Another difference can be seen in part-time emplywnThis is one of the ways to

boost employment rates and a way that is favouraidlgnby women as it allows them

to combine their professional and private livesvéttheless, in the Central Europe this
kind of employment is not often preferred. Duehie lower economic level tabulated in
the last column, the second full-income in the fgni$ very often a necessity to

guarantee certain living standard.

The fact that the harmonized data for Danish anecBEzinemployment are on the very
same level (6.2 % or 6.3 %, respectively) can besicered quite surprising. The
unemployment rate in other Central European coestie in 2 quarter of 2009 was
even higher.

Generally, the period of 2005 to 2008 is considéoele a very successful one and until
autumn 2008 the labour force demand was very Higfst the impact of economic
crisis and the slow-down of the economy reflectezreal labour market situation with
all its weaknesses. In the next part of the pamewil focus on the flexicurity elements
which already exist in the Czech Republic and amthe measures which could further
improve the labour market situation.

Flexible labour market

The difference between employment protections amargus groups of workers is
the essential problem in this point there. Desfite fact that the overall strictness in
2008 reached 2.1 (OECD average is 2.0), there sgymificant difference between
protection of regular and temporary workers. As tioered above in the table No. 1, the
EPL index for regular workers is 3.0 and for tengsgronly 0.9. Furthermore, about
only 9 % of regular workers has a contract forxadi period of timé.This means that
there are two groups of workers and two differaiolur markets on the Czech labour
market. The first group is generously protectedjbiye complicated rules for firing the
workers, in the other group the employment protects very weak compared to the
international standards.

Such a high employment protection of most of thekers has a negative effect on
employment; the companies are afraid of hiring Wogkers on regular contracts and
prefer other forms of employment, e.g. temporarypleyment or short-term
agreements. It is mainly young workers, who enté¢hedabour market recently and the
workers with low achieved education, who are cartéd on the basis of these forms of
employment. These groups of workers are mainly atiereed by unemployment.
According to the Czech Statistical Office the unégment rate of the workers with
primary education in 2009 was about 1 %.case the employment protection is too

! Nekolova (2008), p. 27.
2 http://www.czso.cz/csu/csu.nsf/informace/czam080doc [18.8.2009].
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high, the effect on this group is negative. Comesurprefer not to hire these workers
and as a result, those workers often aim into tiey gconomy or work semi-legally.
Here we can see the link with construction of ddmémefit system.

Broader use of part-time jobs is another featuréchvttould stimulate flexibility of
labour markets. As mentioned in the first parttdrisally, this kind of jobs is very
rarely offered in the Czech Republic, the genartdrest for this type of jobs is lower
than in the EU-15. It is due to lower income letight in many cases another full
income to the family is required. Concerning femalmployment, it is usual that
mothers with children have a full-time job. Yet the EU-15 many women with
children work part-time. This difference reduces figures for part-time jobs in the
Czech Republic. Despite a rather additional charaef the part-time jobs, they can
further boost the employment of mothers on matgie#ve, students or retired people
in case of incentives to the companies.

Generous welfare system

Before focusing on the topic of welfare system,shieuld mention the structure of the
unemployed according to the highest education aetieln the 1 quarter of 2009, the
unemployment rate of those with primary educati@s W9 %, in the groups of workers
with secondary education it was 4.4 % and for peepth tertiary education only 1.6 %.
Among the long-term unemployed, people with primaducation represent 41 %,
another 44 % are people with secondary educatidhowti graduation. The group of
those unemployed for a long time in thi$ quarter of 2009 comprised of almost 105
thousand people, 30 thousand of them did not workdnger than 8 yearsBecause
the wages tend to rise with the achieved educattois, obvious that workers with
primary education, who have predominantly low-inegrhelong into the group most
threatened by long-term unemployment.

Another topic which still has not been sucessfatiyved in the Czech Republic is the
rules for being provided the unemployment benefitsDenmark, there are strict rules
for the unemployed which the unemployed have tdilfuh order to receive
unemployment benefits. The possibility to refugetaduring the unemployment period
is much more limited than in the Czech RepublicicwHorces the people to accept the
job offered by the labour offices. Furthermore, tbgal frame and the existence grey
economy in the Czech Republic (creating cca 20 %thaf GDP) enables the
unemployed to receive the additional financial needn Denmark, this fact is strictly
controlled, which helps reduce this type of unempient. Last but not least, due to the
active labour market measures and the requalifinatscheme, this group of
unemployed people spend much more time in the liéigation courses so they do not
have spare time to work illegally. To sup up, therent construction of the system
enables the low-income and low-educated group efutemployed to stay outside the
official labour market, which boosts the unemployteRather ironically, the
generosity lies in the lack of factors pushingdhemployed back to the labour market.

The positive fact is that in 2007, the Czech Rejputgformed its social benefit system
in such a way to increase the motivation of inactiow-income groups to enter the
labour market. The new legal adjustment is givimgricial advantage to those welfare

! http://www.czso.cz/csu/2009edicniplan.nsf/p/31@1F08.8.2009].
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recipients, who are actively dealing with theimuation (e.g. by looking for a job). In

case a person asking for welfare benefit doesctotedy cooperate in looking for a job,

rejects a job or does not show own effort to rdiseorher income, the amount of the
social allowance will be lowered, possibly dowrataew category of survival minimum.
At the same time, the welfare system was simplifiddnumber of previous social

allowances were replaced by three new allowandesigl allowance, exceptional

immediate allowance and supplementary allowdn&e a result of this reform dropped
since 2006 to 2008 the long-term unemploymentfrata 3.9 % to 2.2 9%.

Despite the reform, there is still a problem withwl motivation of the long-term
unemployed to enter the labour market. Thanks éoctinstruction of the social system
a family with 2 children, one adult who is unemg@dyon a long-term basis and another
economically inactive preson receives about 80 %hefaverage income of the low-
income group® To summarize, the low-income and low-educated gsomake the
biggest share of long-time unemployed due to titlerskatively generous social system
and high employment protection.

Active LMP

Active labour market policy is a part of public eimygment policy. It is executed on the
central (Social Security Administration) and ondbdevel (Labour Offices). Within
their financial budget, Labour Offices can decideatvtype of ALPM they will apply
according to the need of the local labour markas.mentioned above, this type of
labour market policy is relatively new and the amoof means is low — in spite of the
continuous growth. In the 1990s, this type of policas used very rarely. The position
of this policy improved and the financial amountew since the EU accession.
Nevertheless, in 2007 only 0.2 % of GDP aim on ALN#ich means that it is still
undersized.

What is further absent is a general consensus dbeuble of the ALMP. Today, there
are two types of ALPM provided by Labour officesfirancial incentives to the

companies and non-financial incentives, such aslifaqpaéion courses for the

unemployed, consulting etc. The ALMP is financednirthe state budget, European
Social Fund and Operation Programme (OP) Human WRes® Development.

According to the Czech National Reform Programme2007-13 the OP Human

Resources Developement allocates 1.84 billion EUR.

The aim of the ALPM in the Czech Republic is tonlgrithe unemployed back on the
labour market — we speak about the so called eadfoparticipation typical for Anglo-
Saxon states. According to Nekolovthe problem lies in the fact that the groups most
threatened by unemployment are not interested @anAhMP measures. According to
opinion of the workers of the Labour Offices, thése pressure from the central level
to fulfil formally the Individual Action Plans withthis type of unemployed. The

LEC (2007D), p.22.

2 http://epp.eurostat.ec.europa.eu/tgm/table.dotableXinit=1&plugin=1&language=en&pcode
=tsisc070.

3 Nekolova (2008), p. 51.

* NRP CZ 2008-10, p. 81.

® Nekolova (2008), p. 39.

237



unemployed can receive further higher social béhefhd the effect of the ALPM is
only negative and the people on who it is aimedaieamnemployed.

Lack of the tradition of further education afterngaeting the formal education is

another problem. The intensity of further educatma qualification is recorded by the

Eurostat with the use of the Life-long learningerdThe results of the Czech Republic
are not very impressive. In the Czech Republicd@8 education or training in the four

weeks preceding the survey received about 8 %eofbrkforce compared with almost

30 % in Denmark or 32 % in Swedém the Czech Republic still prevails the feeling
that in case the person gets skills and knowledgimgl education period, he or she can
apply them during the whole professional career.

Reasons why further (pre)qualification after cortiptg formal education is low are
interesting indeed. According to the questionnair¢éhe National Training Furdt is
obvious that in case a person is once formally athal; the businesses do not invest in
further education due to the high costs (25 %). &l % of businesses still think that
only the state is responsible for the education a@mout 14 % of the workers are not
interested.

As we can see, the position of the ALPM is stilitgqweak, which is caused by the low
amount of money invested into this policy and gehattitude to the need of investing
into human resources. The group of the long-termmployed, on which the ALMP
should be aimed predominantly, is not incorporatéal the qualification.

Conclusion

Danish concept of flexicurity is in general consetefor a very successfully thanks to
its balance between low employment protection aedegous welfare system which
stimulates the workers mobility among the jobs.sT8ystem is especially beneficiary in
case of frictional unemployment when the peopleaaté/ely seeking the same type of
job. The workers unemployed for a longer period aceording to this the concept
prequalified to facilitate the return on the labouarket.

Despite this very positive impression and low Idgagn unemployment in Denmark we
should realize that model functions also thanksh&o general economic frame. There
are very small differences in protection or vari@msployment groups preventing the
creation of dual labour market. Historically, théeea public consensus about low
employment protection. Trade unions were and tatlhy still partly are responsible
for payment of the unemployment benefits from theurance funds governed by them.
The union’s interest was traditionally in creatggch conditions on labour market that
would minimize the number of unemployed people o benefits from their funds.

Danish investments into education and researciktemagly above the EU average; the
country is one of the most attractive places faming a business worldwide and has
a very liberal business environment. In case tiaddurity concept will be implemented
into the other economies, we should realize thatsticcess of such an implementation
is conditioned by the aspects mentioned above.

! http://epp.eurostat.ec.europa.eu/tgm/table.dotable®init=1&plugin=1&language=en&pcode
=tsiem080 [16.8.2009].
2 National Training Fund (2003), p. 92.
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If we apply the golden triangle of flexicurity ohe Czech labour markets, we can say
that there are a coule of important elements whickuld help. First of all, the
employment protection of the regular workers is §meed by employment protection
legislation index) too high, which causes rigiditien the labour market, there is also
substantial difference in protection of regular daathporary workers. That dissuades
the companies from hiring the workers for shorterigd because they would stay in the
company also after the time they were needed.

The problem lies in the construction of the welfaystem. According to researches, the
group most threaten by (long-term) unemploymentsisis of people with primary
education who also belong into the low-income grdap2009, about 41 % long-term
unemployed were the people with primary educatmmpther 44 % with secondary
education without graduation. This group suffersnfrhigh employment protection
because the companies are afraid to hire themgadareworkers for shorter periods.
Furthermore, the gap between the low-income wagels secial benefits is still too
small. Despite the reform, a person that is uneyguldor a long time, has 2 children
and lives with another economically inactive famitgmber receives about 85 % of the
average low-income wage. The same group is furtbeinterested in prequalification
within the ALMP and the system does not really éotitzem to join such prequalification.
Finally we can say that in case the people arepeasonally interested in getting or
receiving a job, the system has actually no finahor non-financial means how to
bring them back on labour market. The solutionhis tase could be to combine lower
employment protection with positive taxes to the-ilacome group to widen the gap
between income in employment and unemployment.

Furthermore, in the Czech Republic there is qubdart tradition of prequalification or
further education of human resources during theireer, which reduces their
employability. This corresponds to the value of tlie-long learning index which is
below the EU average. Only 8 % of the workforceeireed education or training in the
four weeks preceding the survey in the Czech Répushich is significantly below
Scandinavian countries (30 % in Denmark). To sumtlgre is still some space in the
Czech Republic to improve dealing with human resesirafter their completion of
formal education to improve the employability oé tworkforce.
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Abstract: Flexicurity reflects the current basic trend bétEU in guaranteeing high

employment levels and attainability of nationalcéik systems. It was introduced in
Denmark in the 1990s and significantly helped redueemployment levels. The Czech
labour market, despite the transformation procdsas still space for further

improvement, especially in the time of economioastiown. The best way is to try to

apply elements and components which have beendglmsccessfully implemented in

the other EU Member States. The aim of the pap@yased on the statistical indicators
and official documents concerning labour markefsdoto describe the basic function
of the model and find the components of the flesitgumodel which could be used also
in the Czech Republic and change labour marketatiper
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