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Abstract: 
The thesis deals with two predominant concepts in the European labour markets. The 

first limits itself to provide for enhanced flexibility, while the second one, known as 

“flexicurity”, combines the promotion of labour flexibility with an ambition to retain 

certain security for workers. Both of the concepts address the need to adjust the labour 

markets to the “new social reality”, where frequent changes call for fast adaptation and 

flexibility. The thesis treats both of the concepts as separate strategies and analyses their 

potential, main challenges and problems. 

 

 

Abstrakt: 
Diplomová práce je věnovaná dvěma významným přístupům, které se vyvíjejí na 

evropských trzích práce. První přístup je založen na rozvoji flexibility pracovníků 

v členských státech EU; druhý kombinuje pracovní flexibilitu se snahou zabezpečit 

zachování (a modernizaci) určité jistoty pro zaměstnance. Oba přístupy se vyvíjejí 

v reakci na společenské a ekonomické změny směrem k „rychlejší společnosti“, které 

jsou Evropskou Komisí označovány jako „Nová sociální realita“. Diplomová práce 

analyzuje oba přístupy odděleně a zaměřuje se na hodnocení jejich potenciálu, hlavních 

příležitostí a nedostatků. 

 

 

 

 

 

Suggesting citation: 
Beránková V. (2008): “Flexibility and Flexicurity in EU labour markets”, Institute of 
Economic Studies, Faculty of Social Sciences, Charles University, Prague 
 
 
 



  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Declaration: 

Hereby I claim I have elaborated this diploma thesis on my own and that the only 
literature and sources I used are listed in references. 
 
I agree with publishing this diploma thesis for research and study purposes. 

April the 11th, 2008      ---------------------------  
        Veronika Beránková 
 
 
 



  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Acknowledgements 

In the first place, I would like to thank to PhDr. Natálie Švarcová for her inspiration, 
professional support and comments during the elaboration of the thesis. Furthermore, 
my gratitude belongs to my family for their never ending support. 

 
 



  

CONTENTS 
 
Introduction..................................................................................................................... 1 
1.  Labour market situation ........................................................................................... 4 

1.1 More flexibility is needed ....................................................................................... 4 
1.2 Flexibility and employment growth........................................................................ 5 
1.3 Forms of flexibility ................................................................................................. 6 
1.4 Flexibility may cause segmentation........................................................................ 7 
1.5 EU labour legislation .............................................................................................. 8 
1.6 EU priorities............................................................................................................ 9 
1.7 Concept of flexicurity ........................................................................................... 10 
1.8 Which way to go? ................................................................................................. 13 

2. Flexible forms of emplyoment.............................................................................. 14 
2.1 Theoretical background ........................................................................................ 16 
2.2 Various types and forms of flexibility .................................................................. 21 
2.3 Representation of flexible forms in EU ................................................................ 27 
2.4 International experience and transmittability........................................................ 31 

2.4.1 Reduction of working time ............................................................................ 32 
2.4.2 Part-time work and family income ................................................................ 38 
2.4.3 Progressive retirement ................................................................................... 50 

2.5 Flexibility matters – impacts on other system ...................................................... 56 
3. The concept of flexicurity ..................................................................................... 59 

3.1 Theoretical background ........................................................................................ 60 
3.2 International experience........................................................................................ 62 
3.3 Implementation - what are the key issues? ........................................................... 65 
3.4 How does the Czech Republic compare?.............................................................. 68 

Conclusion ..................................................................................................................... 76 
References:..................................................................................................................... 81 
Appendix ........................................................................................................................ 90 

Appendix 1: Calculation of the number of weeks to be covered in the working 
scenario and the working reduction scenario.............................................................. 90 
Appendix 2: Calculation of the retirement benefit ..................................................... 92 
Appendix 3: The Wilthagen matrix of flexicurity ...................................................... 94 

 
 
 
 
 
 
 
 
 
 



  

List of Tables 
 
Table 1: Labour force statistic for the Czech Republic, 2005 ........................................ 36 
Table 2: Working week reduction scenario, 2005 .......................................................... 37 
Table 3: Labour costs structure in the Czech Republic, 2005 ........................................ 41 
Table 4: Labour costs calculation, illustrative example (CZK)...................................... 43 
Table 5: Social contribution as a function of number of working hours (%) ................. 44 
Table 6: Categorized social contribution ........................................................................ 45 
Table 7: Categorized social contribution ........................................................................ 54 
Table 8: Pension calculation ........................................................................................... 55 
Table 9: Pension calculation II. ...................................................................................... 55 
Table 10: The “flexicurity matrix” ................................................................................. 62 
Table 11: Main results of the PCA after Varimax rotation............................................. 70 

 

 
List of Figures 
 
Figure 1: Employment rates (%) in EU-25 ....................................................................... 5 
Figure 2: Segmentation of the labour market ................................................................... 8 
Figure 3: The transitional labour market ........................................................................ 20 
Figure 4: Matrix with different forms of flexibility........................................................ 22 
Figure 5: Temporary contracts and part-times in EU member states ............................. 27 
Figure 6: Self-employment in EU member states........................................................... 28 
Figure 7: Correlation between temporary contracts and part-time jobs ......................... 28 
Figure 8: Correlation between self-employment and part-time jobs .............................. 29 
Figure 9: Correlation between temporary contracts and self-employment..................... 30 
Figure 10: Functional flexibility and teamwork by country (%) .................................... 31 
Figure 11: Distribution of working reduction methods in collective contracts .............. 33 
Figure 12: GDP growth per capita .................................................................................. 35 
Figure 13: Social contribution as a function of number of working hours..................... 45 
Figure 14: Social contribution with respect to different personal costs levels ............... 46 
Figure 15: Social contribution with respect to different personal costs levels ............... 47 
Figure 16: The Danish flexicurity model........................................................................ 64 
Figure 17: Overall strictness of EPL in 2003 (scale 0-6)................................................ 66 
Figure 18: EPL strictness and perceived security ........................................................... 67 
Figure 19: Interpretation of PCA axes: security and flexibility...................................... 71 
Figure 20: Country scores along with security and flexibility........................................ 72 
Figure 21: Flexicurity clusters ........................................................................................ 75 

 
 



 1

INTRODUCTION 

As there are fast changes going on in current economies, higher pressure is put on both 

employers and employees to adapt quickly to new circumstances. Employers are more 

and more forced to organize their human capital effectively, which often involves using 

the atypical forms of employment for their workers. Employees, on the other hand, try 

to combine their jobs with the family responsibilities. They tend to change jobs more 

often and hence need to adjust their skills and knowledge over the whole period of life. 

These changes in the labour market are acknowledged by the European Union bodies 

that reflect them in their policies. Most importantly, the European Commission run the 

“Consultations” among the member states about the “New Social Reality” and passes 

the results to the “Open Method of Coordination”.  

Quite recently, the member states turned their attention to the labour market practice, 

well established in Denmark, which combines the need of enhanced flexibility of the 

labour force with the effort to promote security for workers. The new concept, named 

accordingly as “flexicurity”, was first discussed in January 2006 by the Council of 

Ministers. 

Since then, the member states have agreed on the set of common principles of 

flexicurity and outlined the general pathways, which could be followed by the majority 

of the states with regards to their specific national situations. Nowadays, the states’ 

representatives are requested to implement the agreed agenda within their countries. 

Nonetheless, the countries progress very differently in the implementation. Some of 

them have fully adopted the flexicurity approach and try to increase flexibility together 

with the agreed shift of security from particular job fixation towards “employment 

security”. Some others lag in the process or even deflect from “flexicurity” towards the 

pure promotion of flexibility. Quite often, the deflection results from misunderstanding 

of the “flexicurity” concept. 

The urgency of the flexibility/flexicurity issue and the present attention given to it  

inspired this thesis. Hence, the thesis focuses on both these issues that are considered 

to be two even competitive targets for the EU member states. 
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Nevertheless, the aim of the thesis is not to make any preference between the two 

approaches, it rather reflects flexibility and flexicurity as two separate strategies being 

accomplished and followed by the countries. In connection to this, flexibility/flexicurity 

strategies are not being compared; instead, the thesis analyses the challenges and threats 

associated with each of them. 

In order to provide the reader with a clear understanding and overview of the topic, the 

first chapter facilitates the crucial definitions, recognises the key principles and 

identifies the main problems, which are discussed further in the thesis. It also tries to 

relate both of the following topics (chapters) together and make the “golden line” 

throughout the thesis. On top of that, it puts the issues into the concept of the EU 

dimension. 

The second chapter focuses on labour market “flexibility” and because it is an interim 

strategy of the Czech Republic, it creates the principal body of the thesis. In its first 

part, it offers the theoretical background of the concept, within which “The Transitional 

Labour Market Theory” seems to be the most effective. Secondly, it develops the detail 

classification of the forms of flexibility, which could be used to realize the extent and 

the power of these forms. And finally, it devotes some attention to the measurement of 

flexibility. 

As the first part of the second chapter looks rather descriptive, the second part is highly 

experimental (starting from the part 2/4). It gains from the international experience, 

where the “best practice” is attempted to be transmitted onto the Czech data. Firstly, it 

contains the calculation of the potential for “new jobs creation” in CR, which is carried 

out following the French example. Secondly, as the Dutch have proved out, it 

implements the “2/3 quarter family income model” and assesses what needs to be done 

to promote the part-time work in the Czech Republic. Finally, it favours the 

“progressive retirement model”, being in force in Germany, Belgium, France and other 

EU members, and analyses the institutional set-up in CR and its inclination just to the 

progressive retirements. 

On the contrary, the third chapter declines from flexibility as standing-alone concept 

and turns the attention to flexicurity. As the concept is quite new, the chapter manages 

to present the “best practice”, which is taken from Denmark, it succeeds to demonstrate 
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the key issues within the topic and make some illustrations in the area of flexicurity 

measurement. Within that, it is discernible, how does the Czech Republic compare 

according to the mainstream measurement technique. 

Finally, the conclusion summarizes the main results, highlights the main future 

challenges within the issue and attempts to bring some recommendations for countries 

still deciding “which way to go”. 
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1 LABOUR MARKET SITUATION 
This chapter aims to describe the labour market situation, changes, possible risks and 

solution options with regard to changes in flexibility of contractual arrangements 

between employers and workers. The main focus is given to presenting and explaining 

relations among concepts (standard and flexible forms of employment, flexicurity) that 

are analysed further in the thesis. These concepts are to be seen in the perspective of the 

European area1, where the European legislation plays an important role. 

1.1 MORE FLEXIBILITY IS NEEDED 

There have been certain changes going on in society during the past few decades that 

weaken the role of “traditional forms of jobs”2 and put more stress on flexibility of 

employers, workers and contracts. In particular, the following factors seem to be 

important: 

• Globalization that tends to enhance a competition war and therefore puts higher 

pressure on employers to adjust their labour force in a flexible way to be able to 

cope with more frequent demand changes; 

• Globalization that eases and increases shifts in the traditional division of labour 

between the previously well-established industrialized countries (USA, Japan, 

EU) and the emerging economies, in particular China and India, with regard to 

the technology and knowledge content of the products traded3; 

• Fast technological changes requiring high ability to learn and adapt from 

employers and employees; this promotes the growing importance of human 

capital and qualification in the development towards “knowledge society”4. 

Moreover, we record: 

• Continuous increase in the participation of women in the labour market, who 

demand alterations to working time to be able to combine employment with a 

family care; 

                                                 
1 EU-27, however, international comparisons are usually limited to EU-25 states due to the availability 
and comparability of the statistical data. 
2 For the sake of this study, the “traditional forms of employment” are understood as those with full time 
setting, fixed timetable (working-time). Labour market is dominated by men; women participate fairly 
due to their family engagement. Transition between working period and other life period (maternity 
leave) is not often and is seen to be rather problematic. 
3 http://cedoc.sirio.regione.lazio.it/DOCUMENTI/Incontro_Ministri_All2.pdf, accessed 3.10. 2007 
4 And therefore it may push many older workers out of the labour market. 
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• Call for better harmonization of professional and personal life due to higher 

priority of personal free-time activities, need for life-long education and other 

necessities arising from the concept of equal opportunities for men and women, 

where men take their piece in child and household care. 

Besides that, there is the considerable problem connected with massive job security and 

very strict firing rules5, which create a barrier for further hiring of additional regular6 

workers during the economic growth, because it is difficult to fire them when recession 

comes. This has a negative effect on employment growth. 

1.2 FLEXIBILITY AND EMPLOYMENT GROWTH 

Flexibility, therefore, started to be seen as a remedy for the labour market situation with 

its relatively low employment rate and quite high unemployment rate. It was believed 

that higher flexibility (especially looser firing rules) will move employers to further 

hiring and workers to greater participation in the labour market, due to more convenient 

(tailor-made) timetables. Both of these could have contributed to fulfil the commitment 

of the Lisbon strategy, so they were moved to the centre EU – member states interests. 

To achieve the Lisbon target (introduced on the Meeting of European Council in 

2000), it was necessary to increase the employment rates in European Union in three 

categories: total employment rate (up to 70%), employment rate for women (up to 60%) 

and for older workers (up to 50%), where flexibility could have played an important 

role especially in realizing the last two. The settled target and the position of EU-25 in 

2000 and 2005 (after some progress) are shown in Figure 1.  

 
Figure 1: Employment rates (%) in EU-25 
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Source: European Commission, Employment in Europe, 2006 

                                                 
5 Normally attributed to traditional forms of jobs 
6 Indefinite contractual period 
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1.3 FORMS OF FLEXIBILITY  

All these factors mentioned in the last two parts support the stimulation of the labour 

market towards more flexible features. These features are, nevertheless, usually 

implemented parallel to traditional jobs in a form of flexible contracts (instead of being 

incorporated into the traditional forms7). 

The International Labour Organization (ILO, 1995) divides these flexible contracts into 

two categories. The first category is formed by more classical forms, which are 

extensively experienced by today’s world, because they were often used during the 

nineties; and on the other hand there are relatively “new” forms, where some of them 

are still unknown for the labour law in several developed countries. 

Shift-work, overtime work and work in unsocial hours belong to those classical ones. 

Shift work is usually characterized as a situation, when workers substitute one another 

on the same workplace in an equal activity in order to create a working time, which is 

longer in total then the working time of a single worker would be.  

Overtime work is understood as a tool to adjust the volume of work in the short-run. It 

is usually popular not only by employers, who save their costs for hiring and training an 

additional work-force, but also employees often accept this form as a beneficial one, 

because the wage rate is usually higher for these overtime hours.  

Work during unsocial hours is nowadays rather marginal type of work, when the 

employee carries out his job in the evenings, at nights and/or during the weekends 

usually due to the technical character of the profession. This form, however, represents 

a really small part of total employment. 

Although these classical forms are considerable for the tradition and extent of their use, 

the new forms are what attract the attention of companies, workers and governments. 

Unlike the classical forms, usually used to solve some technical or time setting specifics 

of an employer, the new forms aim to meet the needs of employees, redistribute work 

and income among more workers or satisfy the effort of employers to be able to react 

fast on the demand changes. 

 

 

                                                 
7 With the exception of shortening the working time, which is usually applied to the traditional jobs ether 
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These new forms are the subject of the next chapter, so this part only briefly lists them8: 

staggered hours, compressed work-weeks, flexitime, team work, part-time work, job-

sharing, job rotation, term-time working, sabbatical, career breaks, parental leave, 

educational leave, part-tame retirement and annualized hours.  

Behind the scope of the list above, we regularly notice flexibility connected with 

different types of working conditions. The best known and the most used are probably: 

self-employment and temporary/fixed-term contracts. Temporary contracts were 

originally projected for short-time, seasonal or odd jobs with a very limited use, 

however, in recent years their popularity is increasing and they are responsible for a 

great proportion of new jobs creation. 

To complete the overview of flexible forms of employment it is necessary to mention 

also some emerging types of work, which are quite likely to develop in the years to 

come. Home working, call on working, working on the move, tele-working and 

subcontracting are probably the most important representatives. They aim to cut the 

overall costs per worker and enable the flexible use of labour force based on the real 

need of the employer at any particular moment. 

1.4 FLEXIBILITY MAY CAUSE SEGMENTATION 

As mentioned above, most flexible forms stay separately and usually do not influence 

the basic shape of the regular jobs9, which still remain the cornerstone of the labour 

market. However, both of these forms (standard and regular) substantially differ in their 

characteristics in terms of job security and overall job rigidity.  

Standard forms keep the high level of security embodied in relatively strict firing 

regulations (incl. high length of notice), where it is very difficult and sometimes 

expensive to dismiss a worker. In contrast, the flexible workers are usually hired for a 

short or limited time, so no firing rules or restrictions apply to them and the risk of 

unexpected unemployment (when the contract is not prolonged) is on the part of the 

employee.    

 

 
                                                 
8 VÚPSV, 2004 
9 Except of the quasi-flexible tool – surface cutting of the working time, experienced by some countries, 
e.g. France, which affected both standard and flexible work arrangements 
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In 2003, the report to the European Council from the European Employment Task 

Force, chaired by Wim Kok, warned about the possible emergence of a two-tier labour 

market where “insiders” benefit from high levels of employment protection, while an 

increasing number of “outsiders” are recruited under alternative forms of contracts with 

lower protection and high income volatility. 

This situation, known as segmentation of the labour market, is shown in a figure 

below. 

Figure 2: Segmentation of the labour market 

 
Source: European Commission, 2007b 

1.5 EU LABOUR LEGISLATION 

Even though the Kok working group’s warning was quite revolutionary, certain 

problems in this field has been anticipated and solved by EU institutions even 

beforehand. This can be documented by the adoption of several legislation acts, which 

constitute the principle of equal treatment for flexible-contact workers10 in relation to 

comparable full-time workers. 

The earliest regulation11 was introduced in the Part-Time Work Directive (Directive 

97/81/ES) followed by Fixed Term Work Directive (99/70/ES), which had the binding 

effect on the EU social partners' framework agreements. In 2000, the Commission 

launched a first-stage consultation on modernising employment relations, which led to 

the adoption of a framework agreement on tele-work in 2002. In the same year, the 

Commission adopted a proposal for a Directive on minimum standards for the 

                                                 
10 For workers with part-time or fixed-term contracts 
11 The improvement of living and working conditions as regards fixed-term contracts, part-time working, 
temporary work and seasonal work was originally highlighted in the 1989 Social Charter and in the 
ensuing Social Charter Action Programme 
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employment of temporary agency workers, on which the Council has not yet been able 

to agree a common position12.  

These directives and proposals represent an important step forward in terms of the 

flexible workers’ discrimination, but they are not able to cope with all forms of 

discrimination13, and more importantly, they are not able to equalize standard and 

flexible employment in sense of security. 

The limited impact of the EU labour law on the member states' legislation is also 

attributed to the enforcement mechanism of the labour market policy. On the EU level, 

the labour market policy does not belong to exclusive nor to shared competences, but it 

is “only” subject to co-ordination14 among member states.  

The co-ordination mechanism15 starts with the adoption of Integrated Employment 

Guidelines, where the European Council agrees every year on a series of guidelines 

setting out common priorities for member states. These principles are transferred to 

National Reform Programmes, which describe how the Guidelines are going to be 

implemented. A Joint Employment Report then summarizes member states’ progress in 

employment chapter, and finally the Recommendations are introduced for each 

respective country16. 

1.6 EU PRIORITIES 

All those types of documents mentioned above share an opinion that a parallel existence 

of standard and flexible contracts may exclude a massive part of the labour force 

basically out of the labour market. Long term flexible employment with often and long 

expected period of unemployment (due to low protection) can reduce the employability 

                                                 
12 European Commission, Green paper, 2006 
13 For example: Less then proportional amount of professional training, wage, social protection or really 
low chance for any career promotion. 
14 More precisely, this is known as “Open Method of Co-ordination” and it is based on 5 key principles: 
subsidiarity, convergence, mutual learning, integrated approach and management by objectives. For 
further reading and terms explanation see:  
http://ec.europa.eu/employment_social/employment_strategy/index_en.htm, accessed 2.10.2007 
15 Source: http://ec.europa.eu/employment_social/employment_strategy/index_en.htm, accessed 2.10. 
2007 
16 On the EU level, the procedure is closed by creation the EU Annual Progress Report, where the 
Commission reviews progress made at both national and Community level, based on regular monitoring 
of the actions listed in the Community Lisbon Programme and on an evaluation of the implementation of 
the Member states national programmes. On the basis of this annual assessment, the Commission may, if 
necessary, identify further actions to revise the Community Lisbon Programme. 
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of workers in this category. As a result the main priorities of the “European social 

model” may appear at risk. 

Namely, these goals/priorities can be affected: 

• Full employment; 

• Broad coverage of social protection systems (and its sustainability); 

• A basic commitment to social cohesion and solidarity and to combating social 

poverty and discrimination; 

• Making provision for very significant ageing of the society that constantly 

deepen the pressure on social protection system and requires modification of the 

labour market to be able to internalize this trend. 

To minimise the chance for society segmentation with all its negative impacts, as shown 

on Figure 2, the EU supports the concept of Flexicurity that aims to combine the 

maximum provision of flexibility and security by changing the job security to 

employment security. In this new perspective, there is no sharp trade-off between 

flexibility and security and both of them can co-exist in the new member states' 

employment policies17. 

1.7 CONCEPT OF FLEXICURITY 

Flexicurity is a comprehensive approach, which combines the aspect of enhanced 

flexibility – that is necessary for the companies and even for the employees to cope 

with often changes - with the aspect of security, which guarantees workers that they 

stay in employment18 and will receive an adequate income – either from a job or in 

between them. To make this concept work, it is essential that flexibility and security can 

be reinforces mutually, and both employers as well as workers can benefit. 

                                                 
17 Basic introduction of flexicurity given in 1.7, further analysis can be found in Chapter 3.  
18 Either in their original job, or they will be able to find the new one quickly (and remain employable) 
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Why do we need flexicurity? 

Three groups of aspects can help to explain whether and why the flexicurity is needed. 

First, but not necessarily the predominant group, involves the “fast economy feature”, 

where mainly employers must adapt quickly to the new circumstances and demand 

changes on the product market. 

Secondly, there are the social issues, which may be helped by flexicurity 

implementation. This category contains already described risk of society segmentation, 

problems resulting from population ageing and finally, the necessity to increase the 

involvement of disadvantaged groups in employment, such as young, women, older 

workers, minorities and third country national. 

Last, but not least, there is the labour market aspect as it shows19 that countries with 

dynamic labour market generally reach higher employment rates and lower 

unemployment rates than countries where transitions are less frequent. They also score 

better it the fight with poverty and social exclusion. 

What is the core idea? 

In today’s world, traditional kinds of security are not always sustainable and do not 

represent the right solution in all cases. People are changing their jobs more often, 

sometimes because they want to, in other cases because they have to. This trend 

demands a new type of security that would ease the transition between jobs and 

support workers to manage them in a successful and skills acquiring way20. 

This makes us release the requirement of job security and it transfers us to the different 

perspective, where employment security or rather life-long lasting employability plays 

the key role. This is a policy approach geared less towards the protection of jobs, and 

more towards the protection of people. As a result, the job changes21 are taken as 

essential and the stress is shifted towards the in-between transfers. Their length should 

be minimised and overall support for the transiting worker efficiently maximised. 

 

 
                                                 
19 European Commission, 2007a  
20 European Commission, 2007a 
21 Either as transfers between companies (external flexibility), or within companies (internal flexibility) 
by changing job positions or altering the working time, etc. 
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How to make flexicurity work? 

The Commission and the Member states suggest that the flexicurity can be fully 

functional only when it comprises four components22: 

• Flexible contractual arrangements available in the labour law of member 

countries that would allow the sufficient flexibility and reduce labour market 

segmentation (both from the perspective of employers and employees). 

• Active Labour Market Policies (ALMP), which would efficiently help people 

to cope with rapid change, unemployment stages and transitions to new jobs 

• Reliable and responsible lifelong learning (LLL) that ensure adaptability and 

employability of workers all the way during the life cycle; it would also enable 

companies to keep up productivity level by increase in human capital value 

• Modern Social Security Systems providing of adequate income support and 

facilitating labour market mobility within EU; it should assist with combing 

work with family (personal) responsibilities. 

It is stressed23 that all these components - together with the flexicurity approach - should 

be taken into account and tune in domestic labour laws simultaneously, not selectively.  

Is there just a single approach? 

Due to certain specifics of labour market situations and culture of particular member 

states no “single flexicurity approach” is applied. Some member countries focus more 

on movements within companies; others prefer “from employer to employer” solutions. 

Some combine the looser firing rules with high unemployment benefits; others put the 

emphasis on “safe bridges” between jobs. 

Therefore, instead of creating the “one-size-fits-all” flexicurity recipe, there is a set of 

pathways (still in development), which should guideline the creation individual national 

models. Four of them, introduced by Expert Group on Flexicurity in April 200724 are 

presented below: 

 

                                                 
22 These four components were included in the January 2006 Annual Progress Report. 
23 European Confederation (2007:6) 
24 European Expert Group on Flexicurity (2007a) 
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• Reduce gaps between non-standard and standard employment by making 

standard contracts more attractive to firms and social security more inclusive 

•  Reduce gaps between non-standard and standard employment and enhance 

companies adaptability by developing and strengthening transitional security 

• Address opportunity and security gaps among the workforce by embarking on a 

higher road towards a knowledge-oriented economy by deepening investments 

in skills. 

• Enhance employment opportunities for benefit recipients, prevent long-term 

welfare dependence, regularize informal work and build up more institutional 

capacity for change. 

All of these pathways mentioned above may be seen as useful corridors for national 

arrangements and law modifications that should lead to “win-to-win” situation, where 

neither employers nor employees will suffer from emerged changes. However, it is still 

based on the decision of individual member state whether and to which extent they go 

along this way. 

1.8 WHICH WAY TO GO  

 – FLEXIBILITY OR FLEXICURITY? 

This chapter reviewed the situation on EU labour market with respect to the position of 

“standard” and “flexible” contracts. It was shown that higher contractual flexibility is a 

useful tool for maintaining employers’ competitiveness in the economy and that it often 

helps employees to combine their work with the family responsibilities and personal 

interests. Therefore, flexible contracts have widespread over most EU-member 

countries and their usage is constantly increasing. 

On the other hand, it was shown that parallel existence and strict regulatory division 

between “standard” and “flexible” contracts may lead to society segmentation and 

social exclusions. As a result, the social security systems would be overburden and they 

would be no longer sustainable. The flexicurity concept is then designed to reflect 

flexibility needs together with the security needs and there is a great chance that it may 

provide a correct answer to the “singe flexibility” concepts. Unfortunately, the 

implementation in member states is slow and up to now results still ambiguous. 
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2. FLEXIBLE FORMS OF EMPLYOMENT 

Flexible contracts are extensively used on labour markets in most EU member 

countries. They were established to provide employers with a better chance to react on 

more frequent demand changes that occur within current economies, as well as to offer 

employees a chance of better harmonization of their work with their family 

responsibilities and further personal aims (additional education, etc.). 

Nowadays, these flexible contracts constitute a substantial and constantly increasing 

part of total employment – in 2005 over 18%25 of EU-25 workers were enrolled in a 

part-time work and approximately 14,5% of them possessed the fixed-term contracts. 

Focussing on employment expansion, part-time employment accounted for almost 2/3 

of the increase in total employment, while fixed-term employment was associated with 

almost a half of the increase in EU in 200526. 

Although these flexible contracts facilitate a great portion of employment expansion, 

they burden employees in such working forms with an increased insecurity concerning 

their future job, income and career27. This insecurity results from looser firing rules and 

typically shorter notice period given by law28, which is usually associated with flexible 

contracts.  

Insecurity and arising segmentation of the population, described in chapter 1, are 

generally seen as major factors that speak against the flexible contracts unless they 

are accompanied with releasing of regulations of “standard” working forms. However, 

there is a number of studies and papers signalling other problems of flexible contracts. 

Wage gaps (after the proportional translation) between part-timers and full-timers29, less 

vocational training given to flexible employees30 and lower career prospects in 

comparison to full-time workers are the typical examples. 

                                                 
25 EC, Employment in Europe, 2006 
26 EC, Employment in Europe, 2006, pg. 24 
27 This is associated especially with fixed term contracts, but does not need to apply for some other forms 
(part-time contracts), or is essential and hardly taken as harmful by some others (self-employment)  
28 In consequence, this insecurity does not occur as a new element of flexible contracts, but it can be 
understood as a shift of risk from employers to employees. Therefore, in case of a sudden drop of 
demand, the employer does not have to keep the unnecessary labour force and pay them their wages; 
instead these workers can be dismissed in an easier, faster and cheaper way. The report from VÚPSV, 
2000 suggests that workers may respond to their decreased security by lower loyalty, as security belongs 
to one of the major employees´ priorities. 
29 Bardasi 2000; Manning 2005 
30 Jonker, 1999 
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This dichotomy between the pressure for increased flexibility on one hand and the 

necessity to maintain the security (and equal treatment) on the other, has promoted an 

interest in “flexicurity”31 on the EU level and among the majority of Member States. 

However, the Implementation reports32 show that the weakest point in employment 

policy implementation is hidden exactly in a progress towards flexicurity. 

Recommendations adopted by the Council33 (15/03/2007) pointed out that there are 

several countries, which need to promote their progress regarding labour market 

flexibility and security (concurrently). Specifically, the lagging behind progress was 

referred for the Czech Republic and Portugal; promotions were required for Estonia, 

Greece, Spain, France and Italy. In contrast, Denmark was outlined as an example of 

favourable "flexicurity" based approach to the labour market34. 

Joint employment report 2006/2007 suggests that governments have tended to focus 

more on releasing labour market regulation for new entrants (in order to offer 

greater contractual diversity) rather then on reforming legislation for existing contracts 

and ensuring transitions between types of contracts and opportunities to progress35. 

This reality makes me review the Flexible forms of employment first (in this chapter) 

before going to Flexicurity model analysis (chapter 3). However, I do not perceive them 

as a remedy for the labour market situation; I consider them just as a tool in a broad 

usage by Member States.  

The chapter contains five parts. First part offers the theoretical background and suggests 

which ideas and approaches may explain the flexibility expansion. Second part reviews 

the forms of flexible contracts together with their categorization, while part three 

analyses their use and analyse on the relations between them. Fourth part, then, focuses 

on the international experience and investigates the applicability of several flexible 

arrangements in the Czech Republic. Final part concludes the chapter by assessing the 

impact of flexible contracts on the other systems, such as a social security and others. 

                                                 
31 See 1.7 for definition; Chapter 3 for further reading 
32 Joint employment report 2006/2007 
33 Recommendation for a Council Recommendation on the 2007 up-date of the broad guidelines for the 
economic policies of the Member States and the Community and on the implementation of Member 
States' employment policies 
34 Some countries were not reviewed in sense of flexibility and security. 
35 As a result the labour market segmentation and undeclared work remained important problems in many 
Member States.  
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Limitation of the analysis in this chapter comes from the relevant data monitoring and 

reporting. Normally, general accessible databases involve the data for part-time 

workers, temporary workers and self-employers – which represent a substantial share of 

flexible workforce, but on the other hand they cover only those 3 forms out of tens. 

2.1 THEORETICAL BACKGROUND 

There is no single explicit theory so far, which would fully and satisfactorily clarify the 

reasons for increasing importance of flexibility on labour markets and that could help us 

set the conditions under which flexibility impacts a social life in a positive way. Instead, 

we may distinguish several concepts that could help us understand some core 

incentives, at least. 

The greatest credit is usually given to the Labour Market Theory36. This theory 

suggests that flexibility results from the existence of inequalities on the labour market. 

These can be observed from the supply side, or from the demand side respectively.  

The supply side theory highlights the importance of individual preferences and labour 

force characteristics. One of the foremost concepts within this theory – Human Capital 

Theory - suggests that employers’ and employees’ decisions about the employment type 

and organization are influenced by the level of human capital of workers. As the Human 

Capital Theory is mostly relevant to the explanation of part-time/full-time relations, it 

argues that different treatment for full-timers and part-timers comes from the 

differences in expected returns from investment into part/full-time human capital37. 

Demand side theory and especially the concept of Labour Market Segmentation 

emphasize the impact of labour market organization and employers’ decisions. Flexible 

forms of employment are considered as a secondary market employment forms, where 

employees do not have any specific skills that would attract employers, which make 

employees easily replaceable. As a result, low wages, rather worse working conditions, 

higher turnout and lower company engagement (incl. low chance of a professional 

promotion) are taking their place. Flexible forms are then associated with lower social 

protection, which offsets them from the inner labour market even more. 

                                                 
36 Sources: VÚPSV, 2004; Kotrusková, 2001, Mühlberger, 1999 
37 This theory is often criticised by extreme “equal rights” representatives as it more often affects women, 
who are more likely to work part-time. 
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Labour Market theory with its supply and demand side theories, which were reviewed 

above, limits itself to concentrate on the partial components such as a level of human 

capital or a company organization. Institutional economy, on the other hand, relates 

these individual components to each other and focuses on the institutional environment 

that is being created by the governmental policies, or eventually, by policies of other 

organizations in charge. Ulrike Mühlberger (1999) suggests that the institutional 

economy suits best for the explanation of flexible forms of employments as it gives a 

chance to analyse the behaviour of all relevant players in a concrete institutional 

environment. 

Behind the scope of Labour Market and Institutional Theories, there are some new 

approaches emerging to explain the evolution and expansion of flexible forms of 

employment. The increased attention is currently paid to the “Concept of Life-long 

Working” and to the connected “Concept of Transitive Labour Markets”. 

The Concept of Life-long Working38 is a theoretical approach, which attempts to 

involve more people in the labour markets and to make them stay there for a longer 

period of their adult lives (including a greater part of their current retirement age). To 

achieve that, it is suggested that: 

• Workers are enabled and supported to take “breaks” during their working life to 

refresh/increase their qualification in order to remain employable during their 

lives; these “breaks” should help them harmonize their personal and professional 

lives as well. 

• These “breaks” would create an opportunity for the unemployed to step in and 

get their employment experience, which would help them latter in their lives to 

find a job. 

• As the theory requires a greater part of population to be active on the labour 

market, the “breaks” may not facilitate enough work opportunities. Therefore, a 

further work redistribution may be obtained cutting the number of hours 

regularly worked by employees. 

 

                                                 
38 Sometimes referred as “working lifetime” concept 
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Even though the “Concept of Life-long Working” was recalled in the Joint Employment 

2006/2007, where the Life-long Working was indicated as a crucial assumption for the 

sustainability of social systems and increase in standard of living, there are certain 

limitations to this concept in force.  

To stay with those most obvious, let’s point out that there has to be enough labour force 

with the appropriate level of qualification, which shows to be a problem in some EU 

countries39. Furthermore, it is necessary to ensure a wide variety of educational 

opportunities that would be attainable to workers, who want to deepen or increase their 

qualification and last but not least, in case of fewer hours spent at work and hence 

having more of the “leisure time” it is worth considering how to use the additional units 

of free time in an efficient and rewarding way – as the European Centre- Marin (1998) 

suggested: time-off does not have to be the leisure time. 

To assess the Concept of Life-long Working, it would be necessary to have suitable 

evidence, which is not easily accessible as this concept comprises few arrangements 

such as tools for labour redistribution and higher social inclusion. Besides that, it would 

intervene to the pension and social security system40, where it is expected to have more 

or less positive effect as higher share of population is involved in employment and the 

period of work is expended to the later age.  

European Union (2001)41 suggests that: “Such working lifetime policies may reduce 

unemployment and improve the quality of life by humanising the world of work and, 

above all, its compatibility with private life”, however, the real empirical evidence 

concerning these relations is still rather week. 

The Concept of Transitional Labour Markets (TLM) is the second theoretical 

approach, which attempts to explain the “role” and importance of flexible forms of 

employment. It was launched in the mid-1990s by the professor of political economics 

Günter Schmid and his colleagues at the WZB in Berlin42 and it highly utilizes the core 

ideas of the previous concept (life-long working). 

                                                 
39 For Great Britain: Parker, 2001; 
40 This chapter does not attempt to open tax issues here, but it should be mentioned that tax benefits may 
be used to support the Lifelong Working approach. 
41 Green paper: Partnership for a new organisation of work, 2001 
42 After the concept was introduced, the Labour Market Policy and Employment Research Unit at the 
WZB coordinated a large international project on that issue lasting from 1996 to 1999. In addition to 
WZB, other 10 international research institutions were involved in the project. 
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The concept responds to emergence of increased unemployment and occurring 

economic and social exclusion, which resulted from structural changes such as 

globalization, individualism or development of service and knowledge society in 

industrialized countries over the past three decades43. 

Using the basic assumption that full employment, in sense of continuous dependent full-

time occupation, by one employer – where applicable, is increasingly not only 

unfeasible, but also less and less desirable; it supports the institutionalisation of 

“employment bridges”44, which would facilitate transitions between variable 

employment relationships in such a way that employability is maintained and social 

protection safeguarded.  

These “bridges” should mainly open up the way for “outsiders” returning to the labour 

market by providing the temporary transitions on the road towards the regular 

employment45. Besides that, they should enable and ease the other transitions, as shown 

on the next figure. 

These transitions are now meant to be more often, or even taken as a natural part of the 

entire life cycle. Some of them should provide better harmonization of the personal and 

professional life (bridge IV in the next figure), while others, similarly to the previous 

concept, attempts to ensure employability or continuous retirement. 

The key issue is, however, hidden in the reciprocity of those transitions as it is essential 

to be able to return to the labour market after a time spent in any other system. As 

Wildhagen (1998) suggested, “The borders between the labour market and other social 

security systems have to become more opened for these transitory states”. 

 

 

 

 

 
                                                 
43 Schmid, 2003 
44 Schmid, 2003 
45 Bredgaard, 2006 
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Figure 3: The transitional labour market 

 
I. Transitional arrangements between short-time working and full-time employment, 

and between dependent work and self-employment 
II. Transitional arrangements between unemployment and employment 
III. Transitional arrangements between education and employment 
IV. Transitional arrangements between private domestic activities and employment 
V. Transitional arrangements between employment and retirement 

Source: Schmid, 1998 

As it is obvious from the pure description of TLM concept, there are some similarities 

between TLM and Flexicurity, starting from the actual precondition that passive 

unemployment insurance is transformed into active employment insurance, job security 

is released in favour of employment security and maintenance of employability remains 

a core principle for both of the concepts. Therefore, TLM is sometimes regarded as an 

implementation strategy, whose goal is to provide flexicurity46. 

On the other hand, Bredgaard (2006) points out that Flexicurity, and especially its 

Danish model, focuses primarily on “regular labour market” in sense of movements of 

full time employees internally in the labour market. These movements from the 

Flexicurity point of view involve transitions between employment, unemployment and 

the system of education, whereas TLM supplemented those with the movements 

between private households and employment and between employment and retirement. 

There are several criticisms linked to the concept of Transitional Labour Market. 

Lathouver (2005) raises a question, whether TLM would not lead to even deeper 

segmentation of the labour market in the end. Furthermore, he fears that TLM 

implementation may bring a further expansion of welfare state, which will be hard to 

run. Finally, he argues that people may find it uncomfortable to change jobs so often. 

                                                 
46 Bredgaard, 2006 
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All of those four theories reviewed above aim to justify the existence and further 

development of flexible forms of employment. They pointed out that knowledge society 

has to be heavily levied on education and personal development. To accomplish that we 

need to open the gates between constituent systems (employment, unemployment, 

education, etc.) and let the individual circulate between them in order to collect the 

widest knowledge background and widen personal experience. As we live in a fast 

progressing world, the transitions would be more often now. 

2.2 VARIOUS TYPES AND FORMS OF FLEXIBILITY 

Martinez-Lucio and Blyton (1994) defined flexibility as the “freedom to vary or adjust 

the quantity and quality of the labour input in response to changes in demand”. In 

practise, they described four types of flexibility: functional or task flexibility, 

numerical flexibility, temporal flexibility and wage or financial flexibility. 

As they defined it, functional flexibility is “generally used to refer to the adaptability of 

skilled employees to utilise a broader range of skills”, while task flexibility is more 

suitable for “semiskilled and unskilled workers performing a wider range of tasks”. 

Numerical flexibility is generally used to enable employers to vary amount of labour 

according to demand changes (by fixed-term contracts and others). Similarly, Temporal 

flexibility involves variations in number of working hours in reflection to demand 

changes, and finally, Wage or financial flexibility mainly contains, “a shift from 

uniform and standardised pay structures towards more individualised systems 

incorporating a greater element of variability, reflective of performance”. 

Different approach is presented by De Haan et al (1995) – see Figure 4, who 

distinguished between the usage of internal staff (internal flexibility) and outsourcing of 

tasks to temporary agencies or subcontractors (external flexibility). Furthermore, they 

differentiated quantitative flexibility, which involves variations in quantity of labour 

(temporary contracts, part-times, etc.) and qualitative flexibility, which includes 

functional flexibility through hiring of specialists or subcontractors for specialised tasks. 
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Figure 4: Matrix with different forms of flexibility 

 
Source: Goudswaard, 2000  

(European Foundation for the Improvement of Living and Working Conditions) 

Internal flexibility, as it was already mentioned, can be carried out by the usage of 

classical forms of flexible employment, such as shift-work, overtime work or work in 

unsocial hours (see chapter 1.3 for further description), or by different forms of “new” 

contractual arrangements, which list together with brief explanations follows. 

Flexitime: allows workers to decide, when they start and finish work on day-to-day 

basis within specific limits; normally, all of them have to be present during the core 

period. For evidence, hours are continuously recorded over the course of a set 

accounting period and the workers must balance their actual hours worked with their 

total contracted hours. Flexitime is particularly suited to office-based employment both 

in public administration and private companies. 

Staggered hours: “Workers or groups of workers start and finish work at slightly 

different, but fixed, times”47, which makes the difference between flexitime and 

staggered hours. This arrangement is rather used in state offices in bigger cities and 

normally allows workers to have shorter Fridays, while working longer once or twice a 

week. 

                                                 
47 ILO, 1995 
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Compressed work-week: “involve reducing the overall length of the working week, 

while retaining the same average number of hours worked per week”48. This is most 

commonly achieved by compressing the working week into fewer longer shifts. In case 

of weekend work, fewer hours of work may be required for the compensation of 

inconvenience; compressed work-week is then normally accompanied by other forms of 

flexibility, such as job-rotation or part-time work to cover remaining shifts. 

Annualized hours: workers’ hours are defined on an annual basis, where some 

minimum and maximum limits on normal daily and weekly hours may be applied. This 

arrangement may provide some freedom to employee, who may be permitted to co-

determine the working schedule to large extend, but on the other hand, it also brings the 

advantage to employer, who does not have to pay any overtime premiums as long as the 

work fits in the contracted limits. Wages are then often paid on an average basis 

throughout the year. 

Part-time work: can be defined in various ways. Generally, the employee is contracted 

to work less then a normal full-time schedule. The shifts can be either equally 

distributed over the work-week, or spread out in any other agreed way (including work 

in unsocial hours, etc.). Special forms may include job-sharing, progressive retirement, 

parental part-time work, and part-time work combined with shift work and/or flexitime. 

Job-sharing: is a situation, when two workers (or more) willingly share one full-time 

position together with the connected responsibilities and duties. They earn an 

appropriate share of the whole provision, which normally includes wage and a part of 

other benefits. This type of contract is supported particularly by Austrian government, 

in Ireland and in Germany49. 

Job-rotation: is a tool, which promotes both training and labour market activities. It 

provides employees with paid leave to participate in educational training, while they are 

being replaced by unemployed people, who in turn gain a period of on-the-job training, 

which may help them to get a future job50.  

 

                                                 
48 Tucker, 2006 
49 Beroušek, 2004 
50 Karadimas, 2007; Janssens, 2001 
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Sabbatical: it is either paid or unpaid leave, usually longer, given to academic or other 

professional employees to renew knowledge or to carry out research. A guarantee 

returning is usually provided. The practice itself varies though across countries. In 

Denmark, for instance, the sabbatical leave was launched in 1993 to combat 

unemployment and the participants receive 70 per cent of the maximum unemployment 

benefits for the duration up to 52 weeks. In Germany, just the worker who has been 

employed with the company for at least 3 years and who has worked already at least 6 

years in total can request sabbatical leave for a period of 6 to 11 months, and can use the 

time for any purpose51. 

Educational leave: unlike the Sabbatical leave, the educational leaved is exclusively 

attached to activities such as: formal education, vocational training, training for union 

activities, etc. and it is typically shorter then the Sabbatical leave (in Denmark it lasts 

between one week to one year). It may or may not be paid; if unpaid some 

unemployment benefit is usually provided (and surprisingly, the benefit can be even 

higher then for the sabbatical leave – up to 100 per cent of the maximum unemployment 

benefit in Denmark. 

Career breaks: typically referred as leaves for other then educational purpose – 

personal development, traveling, longer relaxation, etc; which stands outside the regular 

vacation period. Usually demanded by professional full-time workers, who suffer from 

a lack of time during the regular working process. 

Parental leave: is understood as an authorized leave, either paid or unpaid, which 

applies either to a mother, a father or both for the purpose of caring for children. 

Term-time working: is a special parental arrangement, which allows the worker to 

work only within the schedule of his/her children, provided corresponding leave during 

the school holidays52. 

Part – time retirement: sometimes called phased retirement, is a system, where full-

time job is reduced into part-time job, when the person reach the retirement age. The 

transition can be either gradual or progressive and constantly leads to a total retirement. 

                                                 
51 ILO, 1995 
52 VÚPSV, 2004 
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All of those arrangements listed above are the tools for flexibility within the company. 

They are adapting the working hours of the actual company workers to expected 

demand for the next period (usually with regard to the workers’ needs), hence they are 

referred to as a tool of quantitative flexibility. 

Qualitative flexibility within a company, termed as a functional flexibility, is usually 

carried out by teamwork, multitasking, multiskilling, work in project groups or by job 

rotation, which is now considered as a transfer of employees between jobs in an 

organization. All these forms are projected to enrich employees by experience and give 

them a better overview.  

Teamwork, as an example of such form, is a situation, when a team of workers is 

oriented towards a concrete task completion, which is normally time limited. Their 

working hours may then vary accordingly. Flexibility is achieved partly by pooling the 

skills of a number of workers, which makes them more substitutable by each other, and 

the responsibility is also delegated to the team. As a result, the workers may feel more 

satisfaction as they can participate on more complex tasks. Management structure is 

typically flatter in such schemes53. 

External flexibility, is on the other hand, connected with either workers from outside of 

the company in forms of subcontracting, outsourcing or self-employment, who are 

typically hired as experts for a special task (either on-off, or continuous); or with 

workers hired by the company for different types of contracts: permanent contracts, 

fixed-term contracts, seasonal contract or temporary agency contracts, home-working, 

tele-working, working on the move and call-on working. 

Even though the usage of home-working, tele-working, working on the move and call-

on working is not extensive so far, they are attracting more and more attention due to 

their ambiguity in ruling. On-call employee, for example, does not have to report to 

work during a particular shift, but must be available if needed. An on-call employee 

may work during busy periods and, during others, be on a non-paid. This arrangement 

may become problematic especially in specific sector, such as healthcare, where the on-

called shifts form a considerable part of the whole schedule. 

 

                                                 
53 OECD Employment Outlook, 1999 
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Overall reduction of working hours is traditionally considered as a tool for labour 

redistribution. It is believed that such arrangement, which would lower the number of 

hours regularly worked per week, would promote job creation and hence it would have 

a positive effect on employment and eventually, it may reduce the unemployment rate. 

However, several factors should be considered.  

Firstly, the actual working time is also influenced by the number of public holidays, 

total length of vacation and a retirement age. Secondly, the effect of working hours’ 

reduction is hardly separable from effects caused by economic growth, technical 

improvements or changes in labour organization. Furthermore, the reduction of working 

hours can be imposed in a form of a state act or through collective bargaining, which 

shows to be more powerful in sense of translation to employment growth. And finally, 

even if the positive effect on employment is attained, the impact on an unemployment 

rate is still ambiguous, because the lower number of working hours may attract some 

inactive people to apply for a job 54. 

But whatever the effect on unemployment rate is, some hours left over after the working 

time reduction may be allocated to the flexible employment as some part-time workers 

may be hired to cover them. Eventually, they can be covered by overtimes, which are 

typically more expensive, or they can just disappear due to the increase in productivity. 

In a reality, the working time is continuously decreasing since the end of 19th century. 

Even though the majority of EU member states use a 40 hours working week as a 

standard, the actual working time differs considerably. In 2006, the workers in most 

Nordic countries worked much less (32,1 hours a week in Netherlands on average55); 

and the Czechs and Greeks worked most hours on average – 41, 4 and 41, 5 a week.  

But there is a decrease in most EU member countries between 2000 and 2006. 

 
To sum up, these flexible forms of employment can generally not only ease the response 

to demand changes, but they may also elicit an increase in labour supply, they may help 

to achieve the equity of genders, as women gain a better chance to step in, hence it may 

cause a better adaptation of family members after the family split up and eventually, it 

may increase the fertility rate by easier transition between employment and households. 

                                                 
54 Polívka, 2000 
55 Eurostat, 9.11.2007 
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2.3 REPRESENTATION OF FLEXIBLE FORMS IN EU  

Most of the forms of flexible employment are rather difficult to capture within 

continuous or yearly based statistics that would be possible to use for a comprehensive 

analysis. Quite reliable statistics covering part-time jobs, temporary contracts and self 

employment are available either from EU authorities or from OECD database. 

According to Employment in Europe (2006), it shows that the greatest share of part-

time jobs in relation to total employment is traditionally represented in Netherlands, in 

which it accounts for about 45% (46,1% in 2005) of total employment. Looking at the 

shares in other countries, where only 6 others just exceeded 20% borderline, suggests 

that the position of Netherlands is very exceptional. To the certain extend it may be 

explained by the overall labour market policy and the flexibility principles, which are 

going to be addressed later. In comparison, lowest usage of part-times was found in 

Bulgaria (2,1%), Slovakia (2,5%), Hungary (4,1%) and Czech Republic (4,9%) for 

2005. All these countries heavily lag behind the EU-25 average, which corresponded to 

18,4% for the same year.  

Focusing on temporary employment, the most often usage of fixed-term contracts was 

reported by Spain (1/3 of all contracts in 2005), where is a long tradition (going back 

more then ten years) of using them and very surprisingly by Poland with 25,7% in the 

same year. Poland recorded the greatest increase of temporary contract in last six years 

among all current European Union countries. From 2000 they went up by 440% from its 

initial 5,8% share on total employment. There is no such a country that would 

experience such a shock. The other countries tend to use the fixed-term contracts more 

often in the recent years, but the increase has been rather slow and smooth.  

Figure 5: Temporary contracts and part-times in EU member states 
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Source: European Commission, Employment in Europe, 2006 
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Self-employment is unexpectedly popular in Romania and Greece, where the share on 

total employment typically exceeds 40%. In resent years, however, there is a slight 

decrease in self-employment rates in these two countries. On the other hand, people do 

less incline to this form of employment in Sweden (4,8%) and Denmark (6,3%) for 

2005. Czech Republic scored just above the EU-25 average during the same year with 

its 18% on total employment.  

Figure 6: Self-employment in EU member states 
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Source: European Commission, Employment in Europe, 2006 

It may be interesting, though, to relate these forms of flexible employment to one 

another to find out, whether there is any correlation between the use of them or 

whether they rather offset each other. 

Figure 7: Correlation between temporary contracts and part-time jobs 
(As shares on total employment), 2005 
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Data from: European Commission, Employment in Europe, 2006; linear regression56 

                                                 
56 Figure for part-time employment in Ireland comes from 2004, because no corresponding data were 
available for 2005 
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Figure 7 suggests there is some, but rather week, correlation between temporary and 

part-time employment as the slope of the trend line is 0, 2381 and the correlation 

coefficient was calculated to be 0, 1765. This may be explained by the fact that both 

forms – temporary contracts and part-time jobs - are increasingly being combined 

especially in contracts for new-comers (young people entering their first job). Much 

stronger correlation could be attained just be omitting Spain and the United Kingdom, 

which seems to be the leverage points. The correlation coefficient would improve in that 

case from current 0, 1765 to 0,3; the trend line would become stepper with the slope 

change from 0, 2381 to 0, 5072. Nevertheless, these values are not very reliable as the 

sample is rather small (27 countries) and R2 is close to 0. 

Figure 8: Correlation between self-employment and part-time jobs 
(As shares on total employment), 2005 
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Data from: European Commission, Employment in Europe, 2006, linear regression57 

Figure 8 reveals rather a negative correlation between the use of part-time arrangements 

and self-employment58, which suggests that in fact, they outpace each other. Different 

outcome may be gained if there were a differentiation between full-time and part-time 

engagement within self-employment. The value of R2 is again very low and the sample 

is even smaller (see Footnote below). 

 

                                                 
57 Bulgaria had to be excluded from the sample as there were no corresponding data available for self-
employment in 2000-2005, so no replacement could have been done; Figure for part-time employment in 
Ireland comes from 2004, because no corresponding data were available for 2005. 
58 Correlation coefficient is now -0,34421. 
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Figure 9: Correlation between temporary contracts and self-employment 
(As shares on total employment) 
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 Data from: European Commission, Employment in Europe, 2006a 

 

Figure 9 hardly signals any correlation at all. The correlation coefficient is very small 

0,0381; the slope of the trend line reaches 0,0472 and the reliability expressed as a value 

of R2 is almost 0. This set up just justifies the intuitive idea that there is no reason any 

correlation between the use of temporary contracts and self-employment at all. 

While the use of part-time, temporary and self-employment is statistically documented 

quite well, because of the wide-spread duty to report these contracts, there is lack of 

consistent information about the use of other flexible forms. Some evidence, however, 

can be derived from national and cross-country surveys. 

The Fourth European Working Conditions Survey (2007) searched through the levels of 

functional flexibility and teamwork in European workplaces and pointed out that they 

tend to be quite high as 50% of employees in the EU-27 rotate tasks with their 

colleagues, and 60% do part or all their work in teams. 

Figure 10 illustrates the extent of task rotation and of teamwork in different European 

countries. Both forms are most prevalent in Slovenia, Netherlands and some Nordic 

countries, while they are least extended in France, Hungary, Italy, Portugal and Spain. 
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Figure 10: Functional flexibility and teamwork by country (%) 

 

Source: European Foundation, 2007 

To sum up, the statistical evidence available for the flexible employment indicates that 

there is a huge variability in use of self-employment, part-time and temporary contracts 

across countries. The share on total employment in 2005 exceeded 2% in all these forms 

and was typically capped by just fewer than 50% of total employment. However, the 

distribution of countries within this range differs. The borderline of 10% is exceeded by 

16 countries for part-time jobs, by only 11 countries for temporary contracts and by a 

vast majority of 22 countries for self-employment. No significant evidence was derived 

for the relations between these forms as the models were not reliable enough. 

2.4 INTERNATIONAL EXPERIENCE AND TRANSMITTABILITY 

In theory, the flexible forms of employment are meant to serve several goals such as 

labour redistribution among more workers, harmonization of professional and personal 

lives or gradual retirement; in reality they are “tested” by EU member countries with 

various adaptations held in diverse national environment and hence the different level of 

successfulness is achieved. 

This subchapter focuses on three such experiences. The first one, the reduction of 

working time, is represented mainly by cases in France and Germany, but some 

evidence is also available from Belgium and Austria. Second case invites us to 

Netherlands and considers the income model developed on the basis of two part-time 

contracts per family. Final part deals with gradual retirement and reflects the experience 

from Belgium, Germany and Denmark.  
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Some of the cases listed above may become exemplary for the future arrangements in 

the Czech Republic, which is in the situation with an extreme persistence of long term 

unemployment and hence the labour redistribution and job-rotation may have a remedial 

impact. Furthermore, the activity rate in the age group 15-64 is still a bit greater in the 

male population then in the female, so the Dutch model could help the equalization. 

And finally, as the dependency ratio increases quite rapidly in our Republic, it is 

becoming desirable that the elderly population works longer or that they use the gradual 

retirement to help to support themselves. Hence, the aim of this chapter is not only to 

describe the international experience, but also to imply some of those approaches on the 

Czech environment.   

2.4.1 REDUCTION OF WORKING TIME 

France: working time reduction initiated by state 

France is a typical example of a country, where the crucial acts concerning the working 

time reduction were launched by state. The very first attempt to reduce the number of 

working hours was motivated by the growth of unemployment and goes back to 1980’, 

when the government wanted to cut the 40 hours working week to only 35 hours. First 

gradual step was taken in 1981, when the working time was reduced to 39 hours and the 

fifth week of vacation was introduced. This law determined the maximum amount of 

overtimes to 130 hours per year and fixed the remuneration for these overtimes on 1, 25 

of a regular wage. At the same time, the retirement age was shifted from 65 to 60 years 

of age59. 

The impact of these changes was, however, much more modest than it was expected. 

The aim to create or maintain about 150 thousands of jobs was not accomplished at all 

and according to OECD (1999a:126) estimations, the growth in employment resulting 

from the reduction of working hours was only 0,1%-0,7%. This “failure” could have 

been caused by the full wage compensations for the working time reduction, which was 

provided to workers, and with the lack of restructuralization and reorganization 

connected with the change60. 

                                                 
59 Kotrusková, 2000 
60 OECD, 1999a 
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Different approach was applied in 1996, when the Robien law came into force. Working 

time reductions should have been achieved by liberal decisions of companies, which 

were motivated by financial incentives to do so. If the company succeeded to cut the 

working time by 10% (or by 15%) and was able to increase the number of its employees 

by the same percentage, the social contributions paid by the company for their 

employees were decreased by 30% (or 40%) respectively over the period of 6 years. 

However, nor this arrangement was incredibly successful as the employers were not 

attracted enough. The estimates suggest that the job creation and job persistence 

accounted only for 15 thousands jobs. Moreover, these arrangements levied a heavy 

burden on the public budgets61. 

A year later some new attempts to reduce the working time by a state act emerged, 

which was followed by the law adopted in 1998 (Loi Aubry, 1998)62. The law reduced 

the working time in two phases. The first phase came into force by 1st January 2000 and 

reduced weekly hours to 35 for companies with more than 20 workers. Two years later 

the reduction became valid for all economic bodies. The individual methods directed 

towards the reduction of working time should have been specified in the collective 

contracts and surprisingly, they did not limit themselves on pure shortening of the 

working days, but used various forms of flexibility (see the next figure). Overall effect 

of this law is, again, hard to measure, but OECD (1999a) estimates the impact on 

employment growth in a range of 0,3% - 2,2% and 0,2% - 1,3% on the decrease in 

unemployment63. 

Figure 11: Distribution of working reduction methods in collective contracts 
 (% of contracts, 12, 1999) 
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Source: Ministere de l´emploi et de la solidarité cited in Kotrusková, 2000 

                                                 
61 Kotrusková, 2000 
62 The law replaced the Robien law, but maintained certain level of financial incentives under slightly 
different conditions, see OECD (1999a:126-127) 
63 OECD, 1999a 
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Finally, in 1992 financial incentives were introduced to support the part-time 

employment as the social contributions deductions applied for such employers, who 

hired a permanent part-time worker or transferred full-time contract to part-time. 

Germany: working time reduction as a result of collective bargaining 

Unlike France, Germany determines its length of working time mainly through the 

process of collective bargaining, whereas the government provides just a minimal 

regulation in order to maintain the basic standards of social protection.  

The very first period of negotiations on working time reductions started in mid-1950s, 

when IG Metall trade union called for 40-hour week and the free weekend to replace 

the 48 hours week spread over 6 days a week. The deal was finally passed through in 

1967. By 1985 another reductions were enforced, firstly to 38, 5 hours and over the 

period of 10 years to 35 hours in 1995. All of these reductions were accompanied by 

full wage compensation, so the workers kept the same wages for lower amount of work. 

According to IG Metall's own surveys the reduction of weekly working time from 40 to 

38,5 hours had helped to secure or create approximately 102 000 jobs and further 

reduction to 35 hours added additional 193 700 jobs64. 

More extreme reductions were carried out by Volkswagen in 1990’, when the company 

faced severe drops in demand. As the firing was extremely expensive, because the 

company committed to very high severance payments, there was no other solution that 

the reduction of working time65. 

In the beginning of 1994, the working hours were cut by 20%, from original 36 hours to 

only 28, 8 hours. This reduction was accompanied by only 4% of increase in hour 

wages66, but the cuts against the original income levels were processed through the 

elimination of 13th pay and some other benefits, rather then reductions of regular 

wage67. As a result a massive number of jobs (about 30 000) were safeguarded68 and the 

employees’ satisfaction generally achieved or maintained69. 

                                                 
64 http://www.eurofound.europa.eu/eiro/1998/05/feature/de9805262f.htm, accessed 10.11.2007 
65 Börsch-Supan, 2002 
66 Börsch-Supan, 2002 
67 Kotrusková, 2000 
68 Kotrusková, 2000 
69 Börsch-Supan, 2002:20 
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Some amendments to the previous agreement were imposed by a new collective 

agreement in 1995. As European Foundation (1997) describes, the possibility to extend 

the working time to a maximum of 8 hours a day and 38,8 hours a week was articulated, 

provided the average standard working time is achieved over a twelve-month period. 

Besides the annualization, some other forms of flexibility were introduced as well. 

As a result, the Volkswagen’s productivity increased by 10-20% in the three years 

between 1992 and1995, and a big social damage was prevented. 

Czech Republic and its working time reduction potential 

Czech Republic is currently in a situation of fast economic growth reaching 6%70 in the 

second quarter of 2007, which is the same result as in the last quarter of 2005 with a 

slight improvement over 2006. As it is shown on the next figure, the growth 

acceleration started back in 2002. 

Figure 12: GDP growth per capita 

 
Source: OECD, 2006b 

 
What may be worrying in the period of economic boom is, however, the persistence of 

relatively high unemployment and stable employment rate. According to the data 

presented by European Commission (2006a) in the Employment Outlook 2006, the 

employment rates and unemployment rates has been oscillating around 65% and 8% 

since 2001 with exact values of 64,8% for employment rate and 7,9% for 

unemployment rate in 2005. 

The key component to improve the current situation may be hidden in greater labour 

redistribution and consequent new jobs creation. Applying the French example of 

                                                 
70 Czech Statistical Office: http://www.czso.cz/csu/csu.nsf/informace/chdp090707.doc, accessed 
11.11.2007 
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weekly working hour’s reduction to 35 hours for full time workers on the Czech data 

from 2005, it becomes evident that the maximal potential for a new jobs creation is 

considerably huge. 

 
Table 1: Labour force statistic for the Czech Republic, 2005 

SITUATION IN 2005 Thousands Data source 
Total population 10229 Employment Outlook 2006 
Population aged 15-64 7270 Employment Outlook 2007 
Population in employment 15-64 4764 Eurostat, 11.11.2007 
Full-time employment 4530 Eurostat, 11.11.2008 
Part-time employment 233,2 Eurostat, 11.11.2009 
Number of hours actually worked by full time workers 42,7 Eurostat, 11.11.2010 
Number of hours actually worked by part time workers 23 Eurostat, 11.11.2011 
Number of hours worked within a year by full time workers 9284892,96 Own calculations 
Number of hours worked within a year by part time workers 257452,8 Own calculations 

Number of hours worked total 9542345,76 Own calculations 

Source: Employment Outlook 2006, Eurostat 
 

As presented in the table above, there were 4 764 thousands people in employment aged 

between 15 and 64 years. Among those, the huge majority was working full-time, while 

only 233, 2 thousands worked on a part-time basis. The number of hours actually 

worked by both groups exceeded the “standard” week working time as it was 42,7 hours 

on average for full-timer workers and 23 hours for part-time workers, both figures 

derived for the “reference week”71. By an assumption that every person in employment 

worked for a period of 48 weeks72 (for closer explanation see annex 1), which best fits 

with the summarized data collected on an annual basis, the overall number of hours 

worked by all the people in employment reached 9 542 345,76 thousands73. 

 

 
                                                 
71 Reference week was calculated with no regard to any time off; hence, no holidays or sick leaves came 
to the equation for averaging. This implies the task to determine the number of weeks (days) actually 
worked and the number of weeks (days) of leisure (vacation, sickness, emergency …). The number of 
weeks worked was arbitrary set to be 48 weeks a year; for reasoning see the following text together with 
the footnotes. 
72 OECD (2006): Employment Outlook 2006, reported figures measuring  average annual hours actually 
worked per person in employment, which was 2002 hours for the year 2005. This is the only real 
available indicator, which can help to distinguish the time actually worked by people in employment from 
the time off (vacation, sickness…). Hence, the indicator was used for the calculation of weeks, which are 
regarded to be worked (purged from holidays, sickness…). After distributing 2002 hours in year 2005 
through full-time and part-time workers, the real week annual period “in work” was derived to be 48. 
 

73 Multiplying it by the number of people in employment, we derive the number of hours totally worked 
when assuming 48 weeks’ annual period. 
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When assuming the reduction of the actual working time to 35 hours a week for full 

time workers and consequently 17,5 hours a week for part-time workers, the total 

number of hours worked by such employed population for the same set up (assuming 48 

weeks a year “in job”) is substantially lower (see the next figure) and the maximal 

potential for new jobs creation would account for just over a million of full time (35 

hours a week) posts. 

 

Table 2: Working week reduction scenario, 2005 
WORKING HOURS' REDUCTION SCENARIO Thousands Data source 
Total population 10229 Employment Outlook 2006 
Population aged 15-64 7270 Employment Outlook 2007 
Population in employment 15-64 4764 Eurostat, 11.11.2007 
Full-time employment 4530 Eurostat, 11.11.2008 
Part-time employment 233,2 Eurostat, 11.11.2009 
Number of hours actually worked by full time workers 35 Eurostat, 11.11.2010 
Number of hours actually worked by part time workers 17,5 Eurostat, 11.11.2011 
Number of hours worked within a year by full time workers 7610568 Own calculations 
Number of hours worked within a year by part time workers 195888 Own calculations 

Number of hours worked total 7806456 Own calculations 

Working hours differential 1735889,76 Own calculations 

Weekly hours differential 36164,37 Own calculations 

Potential for full time jobs creation by pure redistribution 1033,27 Own calculations 

Source: Employment Outlook 2006, Eurostat 
 

Such huge effect is, however, unrealistic for a few reasons. Firstly, the working time 

reduction is normally not accompanied with full wage reduction in sense of 

maintenance the original wage per hour. Instead, some wage compensations are 

typically provided. This eases the situation for employees on one hand, but on the other, 

it raises the labour costs and decreases the employers’ incentives to hire additional 

labour force.  

Secondly, the working time reduction is often linked with productivity increases, which 

also lower the need for additional hires. Furthermore, if the overtime work is financially 

feasible, some employers plump for this to save the costs connected with new 

employees. Finally, to make the reduction of working hours favourable for the creation 

of new jobs, it needs to be accompanied with the companies’ restructuralization to adapt 

the system for more workers, flexibilization and adaptation of training and recruiting 

scheme. All these additional costs and obstacles reduce the potential of new jobs 

creation very rapidly. 
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2.4.2 PART-TIME WORK AND FAMILY INCOME 

Netherlands: “Twice-three-quarter model”74 

Second model example invites us to Netherlands, which is a country with rather modest 

real economic growth (1,5% in 2005)75, high and growing employment rate (73,2% of 

productive population in 2005)76, relatively low level of unemployment (4,7% in 

2005)77 and strong family priorities78. 

Furthermore, the country reports the highest incidence of part-time contracts among all 

EU countries. Its ratio (46,1% of total employment in 2005) exceeded the EU average 

more then twice (18,4%, EU-25). The high incidence of part-time contracts is hugely 

backed by the legislation changes that came into force during the 1990’ and the 

beginning of this century.  

In 1993, employees gained the legal title to cut their working hours to a half with no 

degradation of the connected rights, which remained equal to the full-time workers. 

Concurrently, the minimal requirement of working hours was removed from the laws 

referring to minimal wages, paid vacation and social security (incl. pension scheme)79. 

In the same spirit is the Act prohibiting unequal treatment by working hours, which 

came into force on 1 November 1996. 

Few years later, in 2000, the lower house of the Dutch Parliament passed the Part-time 

Employment Act, which gives the right to employees to increase or reduce their 

working hours. Employers are able to deny such employee requests only on the grounds 

of specific conflicting business interests80. The main aim of the act is to help to 

reconcile the family and working responsibilities. 

However, the part-time employment is still fairly unequally distributed between men 

and women. By 2005, women were involved in part-time employment by 3/4 of all 

contracts, whereas men only in a fifth of cases. 

                                                 
74 Plantenga (1999:6) 
75 Measured as a percentage change on previous year; Eurostat, 11.11.2007 
76 Employment in Europe, 2006 
77 Employment in Europe, 2006 
78 http://www.eurofound.europa.eu/eiro/2000/02/feature/NL0002182F.htm, accessed 11.11.2007 
79 Kotrusková, 2001 
80 http://www.eurofound.europa.eu/eiro/2000/02/feature/NL0002182F.htm, accessed 11.11.2007 
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This uneven distribution in partly a heritage from the past era, as till the end of 1950’ 

the legislation had supported female household work rather then a paid occupation81, so 

the women labour market participation began to rise just after 1970’. Since then, the 

women participation has doubled in volume. 

From more detailed statistic, it is obvious that men tend to work part-time at the 

beginning of the career and by the time of retirement. Women, on the other hand, use 

the part-time forms rather in the middle age82, which signals that they take a greater 

share in the children and family care. However, the research carried out by the 

“Organisation for Strategic Labour Market Research” (OSA,1999), points out the 

overall dissatisfaction with the situation among married couples and suggests that men 

wish to work less while women want to work more. 

Therefore, the Dutch government encourages the family “combined scenario”, when 

both adults work ¾ of a regular working time having together 1,5 income per household 

and sharing all the unpaid work containing housework on more equal basis83. The model 

is meant to be promoted by changes in tax scheme, social security system adjustments, 

by extending public care provisions and by “full” working week consisting of 32 hours 

instead of current 38 hours by the year 201084. 

Although the model may seem to be very appealing in theory, it would not come to 

force unless it is back-grounded by a complete and attractive structure of incentives. 

However, the Dutch legislation appears to be stuck on a “breadwinner” setting85. There 

is still a prevalence of financial incentives for the only family income. Vlasblom 

(1998)86 argues that total tax-free allowance is set up for a household and is actually 

independent of the number of wages coming into that household. Hence, the labour 

market participation of the second partner is discouraged, “as a high marginal tariff may 

apply for a secondary earner”87. 

 
                                                 
81 http://www.eurofound.europa.eu/eiro/2000/02/feature/NL0002182F.htm, accessed 11.11.2007 
82 http://www.eurofound.europa.eu/eiro/2000/02/feature/NL0002182F.htm, accessed 11.11.2007 
83 This view is set out in the Ministry of Social Affairs and Employment's 1999 document, Op weg naar 
een nieuw evenwicht tussen arbeid en zorg (Towards a new balance between working and care). 
84 Plantenga (1999); though 40% of total labour force is covered by collective labour agreement 
maintaining 36 hours working week since 1998. 
85 Plantenga (1999) 
86 Cited in Plantenga (1999:10) 
87 Plantenga (1999:10) 
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Moreover, the support of “the only income model” is still persistent in a number of 

income dependent regulations, home ownership premiums and parental contributions 

for children’s day care. Moreover, as the net contribution of a woman’s extra earnings 

to the household is usually limited, the overall contribution for the household may be 

even negative due to the reduced entitlement to income dependent benefits88.  

To sum up, the proper scheme to support the “Twice-three-quarter model” is still 

waiting for its establishment and it is becoming clear in time that many of the existing 

facilities in favour of the breadwinner model would have to be released in order to 

develop new initiatives. The model example is again tested in the Czech Republic and 

some calculation concerning the actual social provision in such a case follow. 

Czech Republic: towards the family care equalization 

Compared to the Netherlands, Czech Republic is in an entirely different situation 

concerning part-time work and sharing of unpaid work. Only 4,9%89 of the employed 

population is involved in the part-time work, which is almost ten times less (in the 

percentage expression) than on the Dutch labour market. Women tend to work part-time 

much more often than men, with the share on total employment accounting for 8,6% 

against 2,1% for men. According to the data reported by Eurostat90, the main incidence 

of part-time employment is in the age group between 50 and 64 years for both genders 

in CR, while it holds for the youngest group (15-24) in Netherlands.  

Typically, the male part-time employment pattern is rather U-shaped as we had 2,3 %91 

part-times between 15 and 24 years, 0,8% in the middle cohort and 3,2% aged 50-64 in 

CR in 2005. Females increase their part-time working share with age, starting from 

4,6% when young, 7,8% in the middle age and 9,6% in the pre-retirement group.  

Main reason for the part-time arrangements differs with age as well. In the youngest 

group, almost a half of them is explained by involvement in education or training, about 

a quarter of part-timers reported that they could not find a full time job and just under 

20% of part-time women addressed the arrangement to the need to take care of children. 

                                                 
88 Bekkering and Jansweijer, 1998 cited in Plantenga (1999:10) 
89 Data for 2005, Employment in Europe, 2006 
90 Downloaded on 12 November 2007 
91 As a percentage of total employment, Eurostat, downloaded on 12 November 2007 



 41

In the middle group (25-49), about a third of women work part-time to be able to look 

after children (only 7% of part-time men report to do so), whereas men impute the 

shorter hours to own illnesses or even disability. The lack of ability to find a full time 

job remains responsible for a fifth of part-time contracts same as in the younger 

category. The most senior group (50-64) hugely addresses their part-time arrangements 

to the health problems and growing disability.  

As the data show, the paid work participation still remains more within the male 

population and the family care in hand of women, which is quite similar to Netherlands. 

Though, the following part of this chapter focuses on changes, which may help to 

increase the motivation for employers to allow more part time contracts relatively to full 

time contracts. This may help increase the ratio of part-time contracts on total 

employment, and eventually, may open this contractual form for young to middle age 

men to take their share in unpaid work as well. 

Czech Republic: towards more part-time jobs 

There are several reasons, why full-time positions are preferred by employers, even 

thought they are not always preferred by employees. Employers, as they seek for labour 

force, which would be reasonably cheap, try to minimise the overall labour costs. 

Looking at the structure of labour costs in CR in recent years, it becomes obvious that 

the vast majority of these costs is attributed to wages or wage substitutes92. 

Table 3: Labour costs structure in the Czech Republic, 2005  
Labour costs structure 2005  (CZK, monthly per employee) 

Total 27 664 100% 
total 19 599 71% 

wages 17 649 64% Direct costs 

wage substitutes93 1 950 7% 
Social perquisites 528 2% 

mandatory soc. contribution 6 870 25% Social costs and expenditures 
other 325 1% 

Personal costs 372 1% 
Taxes and Subsidies -31 0% 

Source: ČSÚ, data downloaded 12.11.2007 
                                                 
92 Taking the total labour costs as 100%, the direct costs were responsible for 71% of that in 2005. The 
remaining 29% were distributed over social insurance scheme, social perquisites and personal costs. 
93 Wage subsidy is to replace the wage, when the employee has not been working but was entitled to 
receive some financial benefit. The most typical example is the paid vacation, illness benefit, etc. For 
more detailed explanation refer to the Labour law, where all cases of conferring the wage subsidy are 
listed. 
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However, the second major portion, after the direct costs, comes under the mandatory 

social insurance paid by employers. Unlike the direct costs, these contributions are 

fairly independent from the employers’ decision. According to the Czech regulations, its 

proportion accounts for 35% if the wage is taken as a hundred.94.  

Social perquisites then constitute a smaller part, containing mainly such items as: living 

contribution, boarding contribution, company items for private use (cars, lap tops …) 

etc. This item is, however, based on the company policy, and often substitutes the wage. 

Considerably low amount is, on average, spent in a form of personal costs.  This 

category typically involves recruitment, employees’ training and education and working 

costumes.  The level is extremely low mainly in agricultural sector and in some regions 

such as southern Moravia or northern Bohemia. The personal costs in Prague are almost 

twice as high as the average. Nevertheless, the personal expenditures in the Czech 

Republic are still significantly undersized compared to the level in other EU countries95.  

Considering the Czech labour structure, it may be suggested that the creation of 

incentives, which would support the provision of part-time jobs, should be directed to 

changes in labour costs, namely in the rate of social contributions. Such change may be 

designed by using several approaches, from which one of them will follow. 

 
Alternative social contribution rates: 

Let’s assume that all employers would be willing to employ more part-time employees 

in place of full-time employees if all their additional labour related costs were covered. 

In that case, we may derive the alternative (lower) social security contribution rate, 

which would leave employers with a compensation for higher costs connected with 

employing more part-time people instead of fewer full-time employees. 

Such rates can be derived if we suppose that the labour costs are created by wages, 

social contributions and personal costs, which could contain all the expenses that are not 

proportional to the number of hours worked.  

                                                 
94 26% for social and 9% for health insurance 
95 http://www.penize.cz/zpravy/3188/cista-mzda-tvori-pouhou-polovinu-nakladu-na-praci/, accessed 
14.11.2007 
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As a key assumption, we will adopt the intention to maintain the same level of social 

contribution for full-time workers, so the 35% of social contribution will be taken as a 

benchmark for those working 40 hours a week. Furthermore, the wage rate will remain 

constant regardless the number of hours worked. 

Step 1: 

First, let’s derive the rate of social contribution, if the additional “break-position 

costs”96 were equal to personal costs per employee, which were reported by Czech 

Statistical office for the year 2005.  

In that case, we would derive the total labour costs as it is illustrated in the chart (using 

the average monthly gross wage reported for 2005 in CR): 

Table 4: Labour costs calculation, illustrative example (CZK) 
  full-time half-time three-quarter 
number of hours worked 40 20 30
wage per hour in a week schedule 542 542 542
wage per month 21 674 10 840 16 260
insurance 0,350 0,333 0,344
sum 29 260 14 448 21 858
personal costs 372 372 372
total 29 632 14 820 22 230

Source: ČSÚ, data for average monthly wage in 2005 downloaded 12.11.2007,  
Own calculations 

The assumption that the “break-position costs” are equal to personal costs (and we 

intend to compensate it by the reduction of social contribution rate) implies that the total 

labour costs for employees would be proportional to the number of hours they work. 

This can be re-written in a form of an equation as: 

Equation 1: Calculation of social contribution              

F
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×
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96 Costs to employ more part-time employees in place of full time, e.g. two half-time employees in place 
of one full time 
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From this equation we may express the insurance rate as a function of personal costs 

and number of hours, using the equation:  

Equation 1: Calculation of social contribution - continued              
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Where:   

INSN = new level of insurance in order to support part-time employment 
INSF = original level of insurance, applicable for full-time arrangement 
PC    = personal costs 
w     = wage per hour in a week schedule (monthly wage divided by the number of hours weekly worked). 
hF       = number of hours in the full time schedule (for CR, 40 hours are considered) 
hN      = number of hours in the part time schedule 
totalF=  total labour costs for full-time position 
 

If we assume that the personal costs are fixed and known (here taken from ČSÚ for the 

year 2005 – as a value of 372 CZK), then using the equation above, we obtain the social 

contribution rate for any level of working engagement: 

Table 5: Social contribution as a function of number of working hours (%) 
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15

0,0 0,0 12,1 18,3 22,0 24,5 26,2 27,6 28,6 29,4 30,1 30,7 31,1 31,5 31,9

16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
32,2 32,5 32,7 32,9 33,1 33,3 33,5 33,6 33,8 33,9 34,0 34,1 34,2 34,3 34,4

31 32 33 34 35 36 37 38 39 40 41 42 43 44 45

34,5 34,5 34,6 34,7 34,7 34,8 34,8 34,9 35,0 35,0 35,0 35,1 35,1 35,2 35,2
Note: Odd rows expresses the number of working hours, even rows the social contribution97 calculated 
according to the equation above then fixing PC: 

Source: Own calculations 

The table above was derived by using the equation one, where the original level of 

insurance was taken as 35%, personal costs are equal to 372 CZK (average personal 

costs in CR in 2005) and wage per hour in a week schedule is equal to 541, 85. This 

figure was obtained by considering the monthly wage 21 674, which was the average 

gross wage in CR in 2005, and dividing it by 40, which is the full time number of hours 

worked per week. 

 
 
 
 

                                                 
97 If the negative value was obtained, the figure was adjusted to zero. 
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If we picture the situation in the chart on the graph, we would receive the smooth 

concave function (see the next figure). This function assigns the correspondent rate of 

social contribution to any number of hours worked with purpose to compensate the 

personal costs associated with any additional employee. 

 
Figure 13: Social contribution as a function of number of working hours 
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Source: Own calculations 

The curve is very flat as the personal costs, taken as an average of CR in 2005, are 

extremely small. Quite steeper curve would be obtained if the data were limited just on 

the Prague region. 

Nevertheless, for real economic purposes, the concave curve needs to be translated into 

an applicable social contribution scheme, which could be imposed in a real life. These 

schemes use usually rather ranges (step system, as shown on the previous figure) than 

assigning respective value for every single independent variable. 

The proposed “step scheme” in the previous figure contains groups of 10 hours, such as 

0-10, 11-20, 21-30, 31-40 and 41-50, which are considered together, and the value is 

assigned for every category on the ground of pure average. Hence, these values were 

obtained: 

Table 6: Categorized social contribution  
0-10   11-20 21-30 31-40 41-50 

19,56% 32,12% 33,99% 34,77% 35,20% 
Source: Own calculations 
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Such scheme would be beneficial for the employer as he would cover the expenses on 

the “break-positioning” and end up if employing people on standard 20 hour or thirty 

hour part time contract. 

To ensure that the situation is beneficial for the employer in any case, e.g. even if the 

employees have very atypical contracts such as 11 hours a week, we would need to use 

the lowest rate for any respective category, so that the new values would be equal to: 

30,47% for the category of 11-20 working hours, 33,44% for 31-40 and 35% for 41-50 

working hours. No appropriate scheme is in place for the lowest category 0-10 hours, as 

the figures are negative for the minimum. 

Step 2: 

The first step tried to compensate the employers for the “position break up” with respect 

to the average administrative costs associated with every individual labour force unit. 

However, when the hiring decisions are normally done, the actual hiring and training 

costs for the new person are much higher than the average figure for all employees, so 

the compensation plus the financial incentive to proceed (in sense of social contribution 

reduction) would have to be much higher. 

As no corresponding study for the Czech Republic, which would estimate the hiring and 

first training costs on the macroeconomic level, has been found, several levels of such 

costs were regarded and pictured below. 

 

Figure 14: Social contribution with respect to different personal costs levels 
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Source: Own calculations 



 47

As it is shown above, the higher the personal costs (hiring, training …) are, the steeper 

the social security contribution function is and the higher hours engagement is needed to 

allow the compensation procedure at all. If the personal costs are 5 000 CZK, for 

instance, smaller part-time engagements then 16 hours a week do not allow enough 

room for social contribution compensation, as the contribution would have to be 

negative. Once, these costs exceed 7585 CZK, this compensation is not sufficient to 

support half-time employment and if the costs jump over 22 760 CZK the scheme is too 

week to promote ¾ part-times as well. 

The next figure shows the differences of social contribution scheme with respect to 

variable personal costs in the step structure, where the lowest value for every category is 

picked up.  

 
Figure 15: Social contribution with respect to different personal costs levels 
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Source: Own calculations 

To sum up, it is quite difficult to estimate the impact of such employers’ benefit in form 

of lower social contribution rates on the part-time job representation. However, some 

points may be outlined.  

Firstly, it is not sufficient to provide only the pure compensation to employers as it is 

usually more comfortable for them to employ less stuff, so some extra bonus needs to be 

implied to accompany the compensation (even lower rates).  
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Secondly, the part-time job applicability is not the same across whole the economy. 

Smaller businesses and those with highly professional workers may find it hard to 

plump for more frequent part-time option, as the hiring and training costs may be 

extremely high or unbearable for them. On the other hand the bigger companies with a 

greater base of less skilled workers may find the part-time structure beneficial even with 

no financial incentives provided by state. There are some signals in favour of higher 

productivity of less skilled workers with part-time contracts then if they worked full 

time. 

Most importantly, the personal costs that have been considered in this analysis did not 

overhelm all the costs connected to the job. Most employers are forced to pay for the 

technical background (computed, table…), equipment (safety clothing…) or other 

personal services (wage accountants…) for every worker they have, regardless the 

number of hours he/she works. Nor the indirect costs should be omitted – electricity, 

rent of the working area, etc. At the end, all these costs could count for a considerable 

financial amount, which may discourage employers from part-time contracts. If the 

previous analysis is to be adjusted for these costs, we may increase the “personal costs” 

for some proxy value and we would get much steeper social contribution curves (as it 

was demonstrated). 

Furthermore, the effect on the social security scheme is also ambiguous. Such provision, 

as it was proposed above, may cause the shortage of resources coming to the security 

scheme on one hand, but on the other, if the unemployment rate decreases due to higher 

work redistribution, some part of unemployment benefits may be saved. Nevertheless, 

the impact on the unemployment rate is not clear, as some labour may disappear due to 

productivity progresses or some individuals out of the labour market may step in.  

Finally, the model suffers from serious limitations due to the “zero space”, where it does 

not provide any benefit to employers, whose employees work too little hours with 

substantially high personal costs. 
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The preference of part-times among employees is ambiguous: 

Unlike the employers, who tend to prefer full-time contracts with their workers (unless 

they have strong incentives to opt for the part-time contracts), employees´ preferences 

between the contracts may be vastly ambiguous as several factors come into the 

question. 

Firstly, there are direct financial incentives (such as the system of taxes, social security 

contributions and heath insurance), which influence the profitability of each of the 

contractual form. In the Czech Republic, there is no advantage for part-timers with 

regard to the social and health contribution; however, certain bias can be seen in the tax 

system valid in 2007. It holds that the lowest portion of income is taxed by the smaller 

tax rate, which leaves the poorer person (lover income, typically part-timer) a better 

reward for his/her work in the net expression. On the other hand, the hourly wage of 

part-timers tend to be lower in comparison to the full-timers, which fairly offset all the 

positive effect of more modest taxes for lower income. 

Secondly, as the employer has certain fix costs to maintain the work place, the 

employee often has similar fix costs for being employed. Such costs may include the 

work equipment not provided by the employer (dress…), costs connected with personal 

re-branding (haircut...), higher costs connected with social dining, and some expenses 

connected with commuting. Even though some of these costs (commuting) may be 

slightly lower for the part-time contracts, they are hardly to be proportional in total. 

Finally, the government may impose some special measures for the promotion of part-

time contracts, or other political measures that promote part-times as a side effect. Such 

measure existed in the CR in the previous years in the form of common taxation of 

married couples. The common taxation was beneficial especially to those couples, 

where one partner earned a lot more then the second one, which is again typical in the 

full-time – part-time relation. 
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2.4.3 PROGRESSIVE RETIREMENT 

Final part of this chapter deals with a progressive (gradual) retirement, which has been 

introduced in a majority of EU-15 countries and now searching its way onto the market 

of the new EU members. 

The progressive retirement scheme is designed to allow workers approaching the 

retirement age to reduce their number of working hours so they can receive some wage 

provision together with the appropriate portion of retirement benefit (pension). 

Typically, the systems in EU member states allow the transition (usually half-reduction) 

to workers aged 55 and older, who receive wage for the hours they work and pension 

for the rest of the time. 

The scheme is broadly supported by the EU institutions’ initiatives, as the Guidelines 

for Member States’ employment policies (2001/63/EC) involve the call for development 

of “policies for active ageing with the aim of enhancing the capacity of, and incentives 

for, older workers to remain in the labour force as long as possible…”98. 

According to European Foundation (2001)99, there is a couple of reasons in favour of 

the progressive retirement. Firstly, this arrangement may prevent elderly people from 

the social exclusion as they are kept in the working environment. Secondly, the 

knowledge and enhanced skills carried by older people may be preserved within the 

company and transferred to the younger generation, while minimising the redundancy at 

the same time. And finally, the pensions system heavily overburden by the demographic 

changes may be given some release as these people would be able to support themselves 

at least partially. 

Theoretically, the progressive retirement can be initiated by either state authority (by 

law) or through the process of collective bargaining. However, as the retirement has a 

very tiny connection to the welfare scheme, the first alternative prevails (case in 

                                                 
98 2001/63/EC: Council Decision of 19 January 2001 on Guidelines for Member States' employment 
policies for the year 2001, on-line:  
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32001D0063:EN:HTML, accessed 
19.11.2007 
99 On-line: http://www.eurofound.europa.eu/eiro/2001/09/study/tn0109184s.htm, accessed 19.11.2007  
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Austria, Finland, France, Spain or Sweden). Belgium and Netherlands (and Germany to 

some extend), on the other hand, proceeded through collective bargaining100. 

The reference period for the partial retirement can differ considerably as well. The 

majority of countries target the scheme on workers just prior to their statutory 

retirement age (55-) in order to minimise the full early retirements, which are both 

expensive and ineffective101. However, some countries, such as France, launched the 

program for people already eligible for full retirement in order to support employment 

of older people with all the advantages connected. Nevertheless, the main focus is given 

to prevent the full early retirement rather than prolong the active labour market 

participation102. 

Looking closer at some countries’ experience, we may notice the variety of conditions 

within the progressive retirement scheme. In Belgium, for example, the workers aged 55 

and older are permitted to cut their working hours on a half, if they were carrying out 

full-time employment in the same enterprise for at least 12 months prior to the reduction 

and they are eligible for the unemployment benefits. After they start their progressive 

retirement programme, they begin receiving the partial unemployment benefit and the 

appropriate wage compensation for the hours they work. The employer is then obliged 

to substitute this worker (for the hours he is in retirement) by the unemployed worker, 

for whom the employer receives some social security benefits103. 

In Germany, same as in Belgium, the progressive retirement is opened for workers 55 

and over, who may reduce their hours down to 50%. But, unlike in Belgium, only those 

who are not eligible for full pension may enrol. Moreover, the applicants must have 

contributed to the unemployment scheme for at least 36 months during last five years. 

After the worker is enrolled, he must receive at least 70% of his former pay (even if 

working only 50% of the original hours). Employer, on the other hand, may gain the 

state contribution if the new worker is hired. Such contribution would compensate the 

                                                 
100 European Foundation (2001): On-line: 
http://www.eurofound.europa.eu/eiro/2001/09/study/tn0109184s.htm, accessed 19.11.2007 
101 They burden the pension system by the enormous expenses and obviate usage of experience carried by 
older workers 
102 European Foundation (2001): On-line: 
http://www.eurofound.europa.eu/eiro/2001/09/study/tn0109184s.htm, accessed 19.11.2007 
103 Kotrusková, 2000; European Foundation (2001): On-line: 
http://www.eurofound.europa.eu/eiro/2001/09/study/tn0109184s.htm, accessed 19.11.2007 
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difference between the wage for partially retired (70% of previous pay), his 

participation (50%) and 90% of full-time worker’s pension contributions, which are 

mandatory to pay. Such incentive may last up to 6 years. 

Finally, in Denmark, the progressive retirement is narrower with respect to the age, as 

only workers between 60 and 65 may be enrolled. The working hours must be reduced 

for at least 7 hours or by more then 25%. Unlike in previous countries the worker 

receives the partial wage and partial pension, if he paid full pension contribution for at 

least ten years out of last twenty years. 

The country cases above represented the variability of regimes that are carried out by 

EU countries in order to provide partial retirement. They vary with respect of age group, 

which may be enrolled, proportion between work and retirement and financial 

compensation and incentives on side of both employees and employers. The following 

part of the chapter brings again the picture of the Czech Republic concerning this topic. 

Czech Republic: does it pay-off to enrol? 

The Czech Republic, as a fresher EU country, does not have the system of progressive 

retirement in a form described above. However, there are some ways to achieve about 

the same result within the legal structure in the country. The following part of the 

chapter searches through these options and evaluates, whether the pension system 

design supports the progressive retirement, or rather discourages. 

As it was already distinguished, generally, there are too basic forms of progressive 

retirement. First one, which is more common, applies to the pre-retirement age typically 

between 55 and the statutory retirement. Second tends to prolong the active working life 

by offering a combination of wage from continuing employment and pension benefit for 

people, who stay in their jobs after they reach the statutory retirement age. 

In the Czech Republic, we have the scheme for early retirement, which can occur in two 

forms, either as a temporary reduced early retirement or as a permanently reduced early 

retirement. First option is open only for people, who have been already entitled for a 

disability pension, either full or partial, and are close enough to the retirement age. Such 

enrolees can obtain the reduced form of elderly pension, which is transformed to the full 

pension after reaching the statutory retirement age.  
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Permanently reduced retirement is, unlike the temporary reduced one, opened to all the 

people, who accept the ever lasting disadvantage of the reduced pension. Nevertheless, 

neither the temporary nor permanent reduced retirement can be combined with any paid 

work, which is contractually longer then one year or with income exceeding 4028 CZK 

on average for every worked month104; so basically, no classical form of progressive 

retirement in CR exists for people between 55 retirements105. 

Similarly to the early retirement, the regular elderly retirement allow the combination of 

paid work and pension drawing only for a period shorter then a year, under the 

restrictions that the wage does not exceed the pension system enrolment limit (4028 

CZK monthly for the year 2006). However, the person, who reach the retirement age 

does not have to quit from the job and may continue working. 

In such a case the person does not apply for the pension, but continue receiving the 

wage. As a reward, the pension is slightly increased for every 90 days of additional 

employment (as the pension first withdrawal is postponed). 

The number of hours weekly worked by the person following the job in retirement age 

is normally based on the agreement between employee and employer. However, when 

the number of working hours decrease and the employee start working on the half-time 

basis, for instance, the impact on the size of retirement benefit does not have to be 

always positive; and as a result the lower pension may be paid due to the lower income 

received in the last years (if the worker commit to part-time arrangement). 

The outcome almost entirely depends on the length of the reference period106, the length 

of period in employment, the level of income and the statutory retirement age, which 

vary according to the status of the person (different retirement age applies for men and 

women and the number of children the women have are also regarded). So, several 

alternatives are examined above to show under which conditions the post-progressive 

retirement pays off. 

 

                                                 
104 This would require the participation on pension system. 
105 Portal of the public administration, ČR, http://www.portal.gov.cz/wps/portal/_s.155/19005, accessed 
20.11.2007 
106 Number of last years, which are considered for the pension calculation. 
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Alternative 1: reference period of ten years, which applied in CR till 1996 

This part of the chapter shows, how drastically the reference period for the pension 

benefit calculation may influence the size of the pension and hence effect, whether it is 

beneficial to extend your working time beyond your retirement age. 

With regard to the progressive retirement model, it is assumed, that the worker, who 

continues the job beyond the retirement age, reduce the working hours for the half, so 

continues to work in a half-time regime for a half of the previous wage. 

For the calculation of the size of the pension benefit, the current Czech model, which is 

in force, is used. The basic mechanism is explained in the annex 2. However, for 

simplicity and illustrative purposes, it is regarded that the present value of the past 

income remains the same for the entire reference period, so no co-efficient recalculation 

comes into equation. 

On the contrary, if we fix the present value of the monthly wage to be constant over the 

reference period, we can substitute it for the personal base of assess (PBA). Then we 

derive the base of assess (BA) using the chart below:  

Table 7: Categorized social contribution  
Calculation of the base of assess 

For PBA: Obtained BA: 
Lower then 9600 CZK BA = PBA 
Between 9601 and 23300 BA = 9600 + (PBA-9600)*0,3 
Over 23301 BA = 13710 + (PBA-23300)*0,1 

Source: http://www.mesec.cz/texty/vypocet-starobniho-duchodu-pro-rok-2007/, 
accessed 20.11.2007 

After the base of assess is obtained, we derive the total size of pension benefit (PB) 

according to the equation below:  

Equation 2: Total retirement benefit107 

PB = 1570 + (BA*0,015*number of years totally worked) 

If later retirement is regarded, we increase PB for the 1,5% of BA108. 
 

 

                                                 
107 Source: http://www.mesec.cz/texty/vypocet-starobniho-duchodu-pro-rok-2007/, accessed 20.11.2007 
108 Source: http://www.mesec.cz/texty/vypocet-starobniho-duchodu-pro-rok-2007/, accessed 20.11.2007 
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If the procedure is followed, as it is described, several conclusions maybe rendered: 

I. One additional year of work pays off only with a lower wage if last 10 years are 

referred. Assume we regard the childless woman, who has worked 45 years in her life 

and is eligible for the retirement in 2007. The following two charts pictures her pension 

in both cases, if she decides to retire without additional working (table 8) and if she 

postpone the retirement for the additional year. If she earns the exact wage, as used 

17231 CZK, her pension will be the same after she retires. If the wage is lower, she will 

be better of if she stay in employment, if the wage is higher, she will be better off 

leaving. 

Table 8: Pension calculation  

Year 
Wage per 

month in PV 
Length of 

employment BA PB 
1997 17 231 45 years 11889,2 9595,23 

: 17 231     
2006 17 231       

Source: Own calculations 

Table 9: Pension calculation II. 

Year 
Wage per 

month in PV 
Length of 

employment BA PB 
1997 17 231 46 11630,8 9595,23 

: 17 231     
2005 17 231     
2006 8 615       

Source: Own calculations 

The exact size if the wage for the indifferent case will differ with the number of years in 

employment and the number of years of additional work. 

II. The lower the wage is the more additional years are beneficial to work. As it is 

obvious from the tables above, the bigger the absolute difference between full and half 

wage is, the greater is the effect on the retirement benefit. So, if the wage is small, it 

pays off to work additional years, if the wage is bigger and the reference period is only 

10 years, as regarded here, it is beneficial to retire instead of remaining in employment. 

Alternative 2: current system in CR  

Currently, as for the year 2007, the reference period starts from the year 1986 and 

finishes by the end of the year 2006, regardless whether any work has been carried out 

during 2007. So the period covers 21 years and the mechanism is the same as it was 

already described. 
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As the reference period is sufficiently low, it pays off to work an additional year with 

the vast majority of income level, because the break even point is equal to the monthly 

salary of 1 194 900 CZK. For two years of additional work it pays off for all incomes 

lower then 955 910 a month and even ten years of extra work are beneficial for most 

incomes (lower then 367 661).  

Moreover, the current pension scheme strongly encourages the part-time work, as the 

pensions for part-times workers are just bout 20% lower then the full-time workers 

pensions if considering an income equal to the average wage in the economy in CR and 

the person in employment (or education) for 45 years. If the childless women worked 

for 45 years full time, she would gain the same wage as after 45 years + 14 additional 

years of part-time work. 

To sum up, it was shown that the construction of the pension system may be very 

influential for supporting or discouraging the partial retirement (and the part-time work 

as well). However, as long as no official progressive retirement scheme exists, which 

would allow combination of partial pension with wage; people are too weekly motivated 

to stay active on the labour market and rather plump for the full retirement.  

It may be suggested that the pension system in the Czech Republic still offers 

challenges for improvement, which may contain the introduction of both – the early 

progressive retirement and consequent progressive retirement, so that people may 

combine wages with pensions for a sufficiently long period. This may help to lighten 

the burden imposed on the pension system, as some people fully benefiting now, may 

transfer to the half wage-half pension scheme. And on top of that, some social aims 

could be achieved as well. 

2.5 FLEXIBILITY MATTERS – IMPACTS ON OTHER SYSTEM 

As the labour market, together with the flexibility measures, constitutes an important 

part of the human well-being process, it is closely interconnected with the other social 

systems, such as social security system, pension system and healthcare system. 

Furthermore, as the growing flexibility affects the employment and unemployment 

rates, it may influence the tax system as well. 
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The relationship between flexibility and social security is still not clear though, 

especially in terms of causality. On one hand, growing flexibility may be seen as a 

result of high social security costs connected with standard employment contracts and 

hence both employers and employees prefer flexible jobs in order to omit these costs. 

On the other hand, there is a question, whether the current social security systems are 

able to provide the real security to employees in such flexible forms, at all.  

Nevertheless, the insufficient level of social security constitutes a prominent problem 

for further development of flexible working. Social security schemes are, usually, 

constructed to involve people earning at least the certain level of income or working at 

least certain number of hours (or both). When workers satisfy this criteria, they start 

contribute to the system and, if needed, they can benefit from it as well. 

Workers with too few hours or too little earnings (or too short period of time) are 

typically not required to contribute to the system109, but on the other hand, they are 

prevented from drawing any credit out of it. This may certainly discourage people from 

working little part-times and some other forms with hourly insecure arrangements, such 

as on-call work, agency work or seasonal work may be pushed out as well. 

Bosch (2000)110 argues (in correspondence to the preceding calculations), that the most 

convenient social scheme, which would support the expansion of flexible contracts, 

should be based on progressive contributions111, which would depend on the length of 

working time; with no reservation limit. Some others, view such incentive costly to 

launch and run, and may be not strong enough to enforce the real change. 

Pension system is then hit as a smaller fraction of the social security, accordingly. It 

may be burdened by fewer people contributing, as those with too low contracts would 

not contribute (and will not benefit in the future); but it may be helped out when 

progressive retirement is in place, as some people could support themselves a bit longer. 

The overall effect is very ambiguous though. 

Tax regimes may as well interfere with flexible working (especially in terms of number 

of hours) to the notable extent. Tax structure may either provide slight encouragement 

                                                 
109 Kotrusková 2001 
110 Cited in Kotrusková 2001 
111 In some countries (Belgium, Denmark, France and Spain)  the social security contributions are 
adjusted for part-time work; for further reading see OECD (2006). 
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or slight discouragement to work some additional hours on side of the employee; 

however, it does not have any impact on employers, so in this sense, it may be seen as a 

weaker tool then the social contribution. In terms of special arrangements, three EU 

countries have launched some special provisions for part-time workers, but from the 

following examples, they do not seem to have much of the significant impact.  

According to OECD (2006), in France, the earned income tax credit is adjusted in case 

of part-time work; in UK, the tax credit is provided to families, where there is a person, 

who works at least 30 hours a week, or 16 once they have children. Finally, in Belgium 

the earned income tax credit does not apply for someone working less then normal 

weekly hours.  

To sum up, all these systems mentioned above may be designed as a tool to elicit certain 

behaviour on the labour market, including flexibility promotion; or they may be 

structured separately, but then they can suffer from the lack of resources due to 

insufficient adaptations to the new labour market features. Nevertheless, in a real world, 

the extent of coordination between social schemes and labour market flexibility is so far 

rather week and insignificant. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 59

3. THE CONCEPT OF FLEXICURITY 

Unlike flexibility, which can be regarded as well established in the European markets, 

flexicurity is rather an emerging concept that has been discussed on the EU level just 

over the last two years. First debates go back to 20th January 2006, when the Council 

arranged an informal meeting in Villach, Austria to discuss the flexicurity matters112. 

This meeting, which underlined the need to combine labour market flexibility and 

security, namely by transforming the “protection of jobs” into “protection of people”113, 

was followed by Employment Committee (EMCO) and Social Protection Committee 

(SPC) meetings held few months later in May. 

EMCO (2006) defined the four ingredients (future principles) of flexicurity essential for 

combining flexibility and security without challenging the risk of labour market 

segmentation, which contain the appropriate contractual availability, active labour 

market policy, well-developed systems of life-long learning and finally modern social 

security systems114. Furthermore, they recalled the flexicurity matrix, originally 

designed by Wilthagen115, where he distinguishes four main types of flexibility which 

are being linked with three main types of security – including job security, employment 

security and income security (see appendix 2). 

The later part of 2006 and the first months of 2007 were given to attracting and 

involving social partners, who are being understood to “have a prime responsibility to 

explain their societies why [the] changes are necessary…”116 and resulted in 

Stakeholder Flexicurity Conference on 20th April 2007. The Conference mainly 

reviewed the progress which has been made towards the development of flexicurity 

framework and called on Member States to reflect different approaches to flexicurity 

and consider the best combination of policies to match their individual needs. 

 

                                                 
112 Source: http://ec.europa.eu/employment_social/employment_strategy/flex_steps_en.htm, accessed 
9.12.2007 
113 Vladimír Špidla: Speech 06/20, Informal Ministerial Meeting: “Flexicurity”, accessible from: 
http://europa.eu/rapid/pressReleasesAction.do?reference=SPEECH/06/20&format=HTML&aged=0&lang
uage=EN&guiLanguage=en, accessed 9.12. 2007 
114 Wider description available in chapter 1.  
115 Wilthagen and Tros (2004) 
116 EMCO, SPC, 2006:3 
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The implementation of flexicurity framework in the individual Member States should 

have been supported by Adoption of the Communication on Flexicurity in June 2007, 

followed by “Conference on Flexicurity: Key Challenges” in September 2007. Finally, 

in December 2007 the Council agreed on the Common principles on flexicurity, as they 

were originally proposed (see above), and encouraged Member States to implement the 

flexicurity approach at the national level and report to the Commission as a part of the 

new Lisbon Strategy Cycle117. 

Although the flexicurity debates on the EU level are rather fresh and incoming, the 

concept itself has been in development in several countries for almost a decade. Hence, 

quite comprehensive theoretical background has been built up and the international 

experience can be derived, which is to become a focus of the next parts of this chapter. 

Besides that, the chapter deals with the implementation issues, which are typical for the 

most of European countries, and tries to analyse the tools and impacts connected with 

the implementation. Finally, the chapter is concluded by suggestions concerning the 

flexicurity measurement techniques and attempts to show how the countries compare. 

3.1 THEORETICAL BACKGROUND 

The concept of flexicurity is primarily based on the idea that the two dimensions of 

flexibility and security are not contradictory, but can be mutually enhanced and 

reinforced, which seems to be particularly useful in context of new challenges, such as 

globalization, fast technological changes or more frequent demand shocks118. 

Originally, the concept was coined in Netherlands, where Wilthagen and Tros (2004) 

ascribe its initiation to the Dutch Professor Hans Adriaansens, who launched the 

concept in speeches and interviews in 1995. They also claim that Adriaansens defined 

“flexicurity” as a shift from job security towards employment security and suggested to 

compensate employees for lower job security due to the fewer permanent jobs and faster 

turnover by improving employment opportunities and increasing social security. After 

that, Wildhagen took up and modified the concept in 1998 discussion paper119. 

                                                 
117 Source: http://ec.europa.eu/employment_social/emplweb/news/news_en.cfm?id=319, accessed 9.12. 
2007 
118 European Commission, 2006a 
119 Wilthagen, 1998 
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More recently, Wildhagen developed even broader definitions120 in comparison to the 

Adriaansens’ one, which reflect flexicurity either as a policy strategy, or a set of 

conditions levied on labour markets under which both flexibility and security interests 

can be attained. Firstly, he defines flexicurity as a policy strategy: 

“… that attempts, synchronically and in a deliberate way, to enhance the 
flexibility of labour markets, the work organisation and labour relations on 
the one hand, and to enhance security – employment security and social 
security – notably for weaker groups in and outside the labour market on the 
other hand.” (Wildhagen and Tros, 2004:4) 

 
Secondly, he denotes flexicurity as:  
 

“…(1) a degree of job, employment, income and combination security that 
facilitates the labour market careers and biographies of workers with a relatively 
week position and allows for enduring and high quality labour market 
participation and social inclusion, while at the same time providing (2) a degree 
of numerical (both external an internal), functional and wage flexibility that 
allows for labour markets' (and individual companies') timely and adequate 
adjustment to changing conditions in order to maintain and enhance 
competitiveness and productivity.”  (Wildhagen and Tros, 2004:5) 

The later definition contains the differentiation of security into several types, where the 

job security reflects the expectations regarding the tenure of specific job, employment 

security or rather employability the expectations about remaining in work (employed) 

without fixing to any specific job and finally income security can be understood as a 

degree of income protection in the events of income ceases. Combination security, as a 

derived term, is then explained as an ability or eventually inability to combine paid 

work with other private or social activities, such as a child care121. 

The flexibility component is also divided into several categories, where the external 

numerical flexibility expresses the difficulty or easiness of hiring and firing workers 

and the extent to which the temporary contracts may be used. Internal numerical 

flexibility, on the other hand, reflects the level of ability to change the quantity of 

labour used in a firm without making new hires or separations. Functional flexibility 

corresponds to ability to make organizational alteration within a company, such as 

using job rotation, etc., and wage flexibility indicates the degree to which the wage 

costs are responsive to economic conditions122. 

                                                 
120 Wildhagen and Rogowski, 2002; Wildhagen and Tros, 2004 
121 European Commission, 2006a, Breadgaard and Larsen, 2007 
122 European Commission, 2006a, Breadgaard and Larsen, 2007 
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Both dimensions, flexibility and security, can be in fact regarded as the components of 

the flexicurity matrix (see figure 16), which can be eventually transformed into the 

diagram with flexibility and security on axes and consequently be used as a tool for an 

assessment of labour markets in terms of flexicurity (see 3.5). 

Table 10: The “flexicurity matrix” 

Flexibility/security Job security Employment 
security 

Income security Combination 
security 

Numerical – external     
Numerical – internal     
Functional     
Flexible pay     

Source: Wilthagen, 2003 

Unlike the flexicurity-security diagram that can be used for categorization of countries 

according to the mutual level of flexibility and security, the matrix above serves better 

for categorization of labour market tools (see annex 3). Hence, the individual practise, 

such as a provision of unemployment benefit, for instance, will appear in a certain 

square, which is numerical-external flexibility and income security for this 

unemployment benefit case. 

These tools can be either heavily utilized, with having in mind the desired policy target, 

or leaving aside in purpose to attain the requested cocktail. For such policy decisions, 

though, the individual country’s conditions together with an extensive experience 

(expected income assessment) needs to be secured. Hence, the next part of the chapter 

focuses on the international experience of country (Denmark), which is further in 

process of flexicurity implementation and maintenance. 

3.2 INTERNATIONAL EXPERIENCE 

In hand with the European growing interest in the “flexicurity” model, Denmark, with 

its outstanding labour market outcomes, gets to the centre of international attention. The 

country attains the very high employment rate (75,9% of population aged 15-64; 

2005123), which is the second highest within EU, and the very top activity rate just under 

                                                 
123 EC, 2006a 
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80% of population in productive age (15-64). Unemployment rate is also favourably 

low even in the long run and only occasionally exceeds 5% of labour force (15+). 

Remarkable achievements show up in the area of long-term unemployment. According 

to European Commission (2006a), only 1,1 percent of Danish labour force suffered 

from long term unemployment in 2005, which is very deep under the EU-25 average for 

the same year (3,9%). Finally, very decent youth unemployment rate is reported by the 

country, where only 8,6% of young people (15-24) in labour force were unemployed. 

Notably, this ratio is twice lower then the EU-25 average124. 

These very positive features are highly attributed to the co-existence and mutual 

supportiveness of both flexibility and security on the Danish labour market. European 

Economic and Social Committee (2006) suggest that the flexibility is particularly 

supported by very high turnover, with more than 10% of all jobs disappearing and about 

the same number being created each year. The Committee also claims that almost one 

third of all workers change their jobs every year and hence the Danish average length of 

service belongs to the shortest ones in the EU. Moreover, the European Commission 

(2006a) tags on that almost a fourth of all workers pass through unemployment every 

year at least once, which is among other things because of the relatively short notice 

periods125. 

Security is, on the other hand, represented in a form of employment and income 

security, where only a week degree of job security is attained. Employment security is 

maintained by very efficient Active Labour Market Policies, which are carried out 

through the Public Employment Service agencies (PES). In fact, the PES are designed 

to offer assistance to those unemployed, who are unable to find a job within certain 

period. Then, these unemployed can financially benefit from PES under the condition 

that they participate in the activation programs, which are targeted to enhance the skills 

of unemployed and ease the transition back to the labour market. In the meanwhile, the 

unemployment benefit is rather generous, which provides the income security to the 

society.  

 

                                                 
124 All figures in this paragraph taken over from European Commission, 2006a 
125 However, relatively long notice periods apply for collective dismissals, when the redundant workers 
are meant to be given enough time to search jobs and the Public Employment Services offer the hand as 
early as the redundancy is announced. (European Commission, 2006a). 
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The Danish flexicurity model is, in literature, often characterized as a “Golden 

Triangle”. Bredgaard et al. (2005) introduces the graphical presentation of the model as 

it is pictured in the following figure. 

Figure 16: The Danish flexicurity model 

 
Source: Bredgaard, 2005 

 

The model combines high mobility between jobs, fairly given by relatively modest level 

of employment protection, with a generous social security net for the unemployed and 

relatively high spending (per unemployed) on active labour market policies, where all 

these three components constitute the angles of the flexicurity triangle. The arrows in 

between illustrate then the flows of people transferring between the systems. 

As it was already mentioned, almost a quarter of employees is each year affected by 

unemployment and receive unemployment or cash benefits. However, the majority of 

them returns to the labour market within the basic job-search time limit and hence does 

not take part in the ALMP. Nevertheless, the ALMP serves in favour of two aims. It 

does not only enhance the skills of enrolees, but also puts the pressure on unemployed 

to search their jobs actively within limit, in case they consider activation a negative 

prospect. After entering the activation period, the unemployment benefit is tied with the 

ALMP participation, so no subsidized “job avoidances” are accepted126. 

                                                 
126 Bredgaard et al. (2005), European Commission (2006a) 
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Even though the Danish flexicurity model has been successful in recent years, there are 

some challenges to be faced in the near future. European Economic and Social 

Committee (2006) points out that the high turnover, which is heavily embodied in the 

model, makes employers less willing to invest in the human capital, as they assume 

workers to leave the company rather early. This feature may, in return, affect the 

competitiveness of the Danish companies in the longer term. 

Moreover, the Committee highlights the financial burden on the country coming from 

the generosity of the welfare scheme. In practise, the Danish tax burden at around 49% 

belongs to the highest in the EU, where the average is around 40%. In addition to that, 

the increased pressure applies also for the employment rate, which strictly determines 

the volume of tax collection. 

Finally, there are some challenges connected with exogenous factors, namely with 

globalization and integration. As the globalization and European integration continues, 

the labour force cross border movements and the production movements become easier 

and more in place and hence, the production tends to move towards cheaper labour 

force and the domestic unskilled workers may be outpaced by cheaper incoming 

workers. 

 

3.3 IMPLEMENTATION - WHAT ARE THE KEY ISSUES? 

According to very resent European flexicurity assessments and recommendations, 

involved in the Joint employment report 2006/2007, Recommendations by the Council 

of the European Union (2007a), Flexicurity Practices by the European Expert Group on 

Flexicurity (2007b), etc., the Member States focus more on promoting particular 

features of flexibility rather then on adopting a full concept of flexicurity. Hence, as the 

required target is not uniform, states cope with various implementation issues. However, 

some of them seem to be more in the centre of interest of the majority of countries. 

These core issues ultimately involve the accurate setting of the “strictness of the labour 

market protection”, typically literally abbreviated as EPL – Employment Protection 

Legislation; the design and the generosity of the Unemployment Benefit (UB); the 

choice of the tools to restrict the labour market segmentation and finally, the tools to 

internalize the social costs of unemployment and dismissal, respectively. 
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Employment Protection Legislation (EPL) is typically regarded as a measure of the 

external numerical flexibility. OECD (2004) designed a summary indicator of the 

overall stance of EPL as a weighted average of the three sub-indicators on dismissal 

regulations: regular employees, temporary employees and collective dismissals, where 

the first two sub-indicators count for 40% each and the collective dismissals for 20%127. 

As a result, they were able to compare the European countries with respect to overall 

strictness of EPL (see the next figure) on a 6 range scheme. It shows up that the Anglo-

Saxon countries keep the EPL most released, while the southern countries, such as 

Spain and Portugal, maintain the very strict regulation. 

 Figure 17: Overall strictness of EPL in 2003 (scale 0-6) 

 
Source: OECD, 2004 

European Commission (2006a) reviewed the composition of EPL indicator and searched 

for the implication of various level of protection for the other aspects of the labour 

market. Most crucially, they suggested that the external numerical flexibility tends to be 

higher in countries with relatively loose EPL and/or a labour law which institutionalize 

the use of fix-term contracts. 

Furthermore, they proposed that there is no significant effect of EPL on the total 

unemployment as it only decreases the speed of transitions between employment and 

unemployment without any redistributive effect on the categories. 

On the other hand, they argue that the stricter employment regulation does have a 

negative influence on the employment prospects of weaker groups, as the stricter EPL 

                                                 
127 For further information about the construction of the EPL indicator see OECD (2004), Chapter 2:64-70 
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typically favours insiders, and obviously, that the stricter EPL tends to increase the 

unemployment duration together with the increase of employment tenure. 

Finally, OECD (2004) turns the attention to the “perceived insecurity paradox” 

connected with EPL. They suggest that the intuitive connection between stricter EPL 

and the “workers’ feeling of security” does not have to ultimately hold. The explanation 

may come from the employees’ observation of difficulties to re-enter the labour market 

after becoming unemployed, which can be physically even more powerful then the 

relative security of the current job. The next figure gives the graphical presentation of 

the paradox. 

Figure 18: EPL strictness and perceived security 

 
Source: European Commission, 2006a 

Unemployment benefits (UB) are typically perceived as tools serving for assuring the 

income security for workers; however, through its design they also affect the labour 

market flexibility. The crucial dimensions of UB contain not only the generosity of the 

system – the size of unemployment benefits, but also the length of benefits’ eligibility, 

the job search rules and the potential connection to ALMPs. 

Even though the European Commission (2006a) offer the extensive evidence on the 

negative impact of high and long-lasting unemployment benefits on unemployment, as 

it may discourage unemployed from the intensive job search, they conceive that it does 

not necessarily imply the harmfulness for productivity and welfare. They admit that 

higher and long UB may improve the quality and duration of job match, which can, at 

the end of the day, outweigh at least the moral hazard problems, typically connected 

with generous systems, which is the root for higher unemployment. 
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Finally, they outline monitoring and sanctioning as a powerful tool to offset adverse 

incentives of job seekers and refer to the evidence suggesting that the ALMP spending 

is associated with lower aggregate unemployment. Ultimately, they observed that unlike 

EPL, the higher UB do enhance the workers’ feeling of security, but are not feasible for 

some countries to implement. 

As the level of strictness of EPL and the design of UB (or their mix) reacts on the need 

of assuring security for workers on the labour market, the issue of “segmentation” 

remains not fully tackled. Cahuc and Kramarz (2004; cited in European Commission 

2006a) proposed to unify all the employment contracts into a single form with looser 

overall EPL in a belief that this arrangement would enhance the equalization of 

outsiders with the insiders and hence reduce segmentation. 

The final concern in the eye of some Member States and particularly several researchers 

is the issue of internalization of the social costs of dismissal. The concept itself is built 

on the rational that the social value of a job exceeds its private value by the costs of 

unemployment to the society. Hence, Cahuc and Zylberberg (2005) recommend setting 

up the layoff taxes in order to make employers internalize the social costs of layoffs. 

3.4 HOW DOES THE CZECH REPUBLIC COMPARE 

As the flexicurity principles gets to the centre of concern of the European member 

states, the issue of measurement (or categorization) becomes more and more crucial. 

The urgency of the issue is even greatened by the fact that there is no straightforward 

way to measure either flexibility or security in the labour market. 

As it comes clear from the econometric practice, the mainstream of the measuring 

methods tries to handle both flexibility and security as the compound indicators 

containing those measures, which are statistically possible to capture. An example of 

such measure could be the expenditures on labour market policies, job tenure or long 

term unemployment, which are typically covered by the national statistics. 

The basic approach tackling the flexibility and the security as compound indicators is 

fairly spread through the economic literature. Wilthagen (2004) and Auer (2005; both 

cited in EC, 2006a) classify different employment systems along two axes, which can 

be broadly interpreted as representing flexibility and security in the labour market; 
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European Commission (2006a) went even further in their Employment in Europe 2006 

and determined both flexibility and security by using four active variables (further 

description follows).  

All these analyses mentioned above utilized the econometric tandem method, developed 

by Nardo et. al. (2005) in his “Handbook on Constructing Composite Indicators: 

Methodology and User Guide”, who combined the Principal Components Analysis 

(PCA) with the after-going Clustering Analysis (CLA) with the objective to classify EU 

member states into groups based on flexicurity models. 

The Principal Component Analysis (PCA) is a multivariate technique that is able to 

reduce the large dataset of correlated explanatory variables into a smaller set of 

principal variables, which are uncorrelated and preserve the high amount of the primary 

variance of the original dataset. Technically, these principal components are derived as 

the linear combinations of the original data, based on the covariance or correlation 

matrix of the original variables. 

As the principal components are after their derivation uncorrelated, they can be seen as 

representatives of different statistical dimensions of the original dataset. Nevertheless, 

the crucial task is hidden in the number of the principal components that needs to be 

picked up. Nardo et.al. (2005) argue that the number of these components has to be at 

least as high to explain at least 90% of the total variance of the original dataset. On top 

of that, they suggest that the ability to interpret the results may be enhanced by 

“rotation” (verimax method) of the principal components in order to maximize the 

correlation of PC with the original variables. 

Principal Component Analysis is in the tandem method described by Nardo et.al. (2005) 

followed by the Clustering Analysis (CLA). In general, Clustering Analysis can be 

viewed as a collection of algorithms, which enables to classify objects into classes with 

the utilization of the measure of “distance” between classes. 

As there are several measures of distance in the econometric consideration, the CLA 

methods can be divided into two categories, which serve the different purposes. On one 

hand, there are the hierarchical (tree) methods that are relevant for the classification of 

the increasing number of nested classes; on the other, the non-hierarchical methods 
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(such as K-means clustering) refer to the situations, where the number of clusters (K) is 

decided ex-ante. 

The European Commission (2006a) employed the tandem method combining PCA 

and K-clustering for ranging EU member states with respect to flexibility and security 

dimensions. Nonetheless, due to the insufficient data availability, only 18 EU countries 

were covered in the analysis128. 

Within the analysis the Commission picked up four (active) variables to describe the 

labour market (flexicurity) models. These variables were limited to four for the 

technical purposes based on the guidelines given by Nardo et al. (2005); and they were 

selected in order to go along with the flexicurity principles set up on the EU level in 

April 2006. 

The variables involve the strictness of EPL as a proxy of numerical flexibility, the 

expenditures on labour market policies as a percentage of GDP (i.e. unemployment 

benefits and expenditures on ALMPs), the percentage of participants in life-long 

learning programs and the average tax wedge as a proxy for the distortions created by 

the tax systems. 

In accordance with the methodology described above, these variables were subject to 

the PCA analysis and were used for the derivation of the three Principal Components 

(see the following table). EC (2006) declares that these Principal Components, further 

referred as D1, D2 and D3, accounts for 92% of the overall variability of the original 

data and hence satisfy the minimum requirement of 90%. 

Table 11: Main Results of the PCA after Varimax rotation 
 D1 D2 D3 
Variability (%) 33,3 32,6 26,1 
Cumulative (%) 33,3 65,9 92,0 

Correlations between variables and factors (after Varimax rotation) 
EPL 0,03 -0,93 0,22 
LLL 0,66 0,64 0,01 
TWED 0,15 -0,16 0,98 
LMP 0,93 -0,04 0,21 

Source: European Commission, 2006a 

                                                 
128 EU minus Luxemburg, Cyprus, Malta, Slovenia, Lithuania, Latvia and Estonia. 
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As the table above suggests, the first principal component (D1) can be interpreted as 

representing “security”, because it is positively correlated with the involvement in the 

life-long learning programmes (LLL) and with the expenses on the labour market 

policies (LMP), such as unemployment benefits or ALMPs. 

Second principal component (D2) proves the negative correlation with the Employment 

Protection Legislation (EPL) and the positive correlation with the life-long learning 

(LLL). Hence, it can be regarded as the representation of flexibility or employability in 

the labour market. 

Finally, the last principal component (D3) shows very strong correlation with TWED, 

which stands for the average tax wedge defined as the wedge between the labour costs 

to the employer and the corresponding net take-home pay of the employee. This strong 

correlation suggests interpreting the principal component D3 as tax distortions. 

The graphical illustration of the relationship between the active variables and the two 

crucial principal components (flexibility and security) is brought by the figure below. 

Figure 19: Interpretation of PCA axes: security and flexibility 

 
Source: European Commission, 2006a 

The factor scores corresponding to the principal components are then used, in the 

second stage, as the inputs for the CLA analysis, in this case for the K-means clustering 

of the countries. By plotting the results of K-means clustering on the graph, one can 

come up with five clusters as they are illustrated in the Figure below. 
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Figure 20: Country scores along with security and flexibility 

 
Source: European Commission, 2006a 

Along with the results of the European Commission (2006a) the clusters can be even 

identified based on the geographical affiliation.  

The narrowest cluster covering only two countries (UK and Ireland) is often described 

as Anglo-Saxon system, embodying high degree of flexibility, relatively low security 

and the low taxation. On the other hand, the Continental Countries (Austria, Belgium, 

Germany and France) exert relatively lower flexibility in a combination with relatively 

higher security and taxation. 

Mediterranean countries, including Spain, Portugal and Greece, are judged to have both 

low flexibility and security and no clear pattern for taxation; whereas the Nordic 

countries (Denmark, Netherlands, Sweden and Finland) represent what is articulated as 

a “welfare state” with comparably higher all flexibility, security and taxation.  

Central and Eastern European countries (CR, SR, Poland, Hungary) and Italy create the 

security bottom (partially because of the misleading understanding of the flexicurity 

concept) and score medium to high in flexibility and taxation. 

To sum up, there is a vast variability in the flexicurity set-up among the EU member 

countries, ranging from low flexibility and security, through all the combinations to 

high degree of both of the properties, which document distinct labour market stages 

within the EU countries and in some cases dissimilar political targets. 
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Most crucially, there are at least two downsides of the measurement provided above. 

One comes from the technical background, where one has to realise that neither PCA 

nor CLA analysis is a robust method and hence it is sensitive to a number of factors; 

and the other comes from the diverse interpretation of security, where this analysis was 

too week to distinguish between job security and employment security. The lack of 

distinction between these two can, at the end of the day, play the predominant role, as 

the job security has the negative flavour in the flexicurity frame, whereas the 

employment security (employability) is highly desirable. 

In addition to the analytical approach described in this chapter so far, which is built on 

the usage of “active variables”, some streams of literature operate with the 

“supplementary variables” that could enhance the econometric description of the 

labour market system. 

European Commission (2006a)carried out the additional analysis using these 

supplementary variables: employment rate, unemployment rate, long-term 

unemployment rate, PISA129, Reduction in the poverty risk, GINI coefficient on income 

inequality, women and young employment rate, older worker employment rate, average 

job tenure, labour turnover, transitions from unemployed to employed, and finally the 

share of employees with job tenure lower then one and higher then 10 years. 

After exercising the PCA analysis, they came to several touchy conclusions. Firstly, 

they denied the existence of any trade-off between flexibility and security and argued 

that the improvement on both axis (flexibility and security) favours employment, lowers 

unemployment and increase labour turnover. 

Secondly, they suggest that security (again seen as employment security) reduces 

unemployment rates, which comes from their observation of the negative correlation of 

security with both total and long-term unemployment. 

And finally, they admit that although security reduces income inequality and poverty, it 

may require higher taxation, which may at the end of the day translate into the higher 

tax distortions. 

                                                 
129 PISA stands for Programme for International Student Assessment involving scores in reading, 
mathematics and science. 



 74

Slightly different (or enriched) results were attained by Eamets and Phillips (2007; 

cited in Chytilová and Mejstřík 2007) and by Muffels et al. (2008) in their flexicurity-

connected studies. Nevertheless, both of these papers highly rely on the European 

Commission’s methodology, which was presented above (EC, 2006a). 

Eamets and Phillips (2007) aimed to develop the EC (2006a) approach further by 

engaging broader sample of the EU member states (25 countries) and by carrying out 

the PCA analysis on the greater range of variables, containing such measures as the 

GINI coefficient, participants of life-long learning, employment rate of older people and 

others. 

As a result, Eamets and Phillips clustered the countries into 6 categories, which hold 

certain features of the EC (2006a) classification. They identified the Anglo-Saxon 

model, containing the Great Britain and Netherlands, representing the high degree of 

flexibility; the Nordic model covering Denmark, Sweden and Finland, which best 

perform the flexicurity principles and the Continental model (Austria, Belgium, France, 

Germany and Luxemburg), which prefer larger security with lower support for 

flexibility. 

The next cluster is being called the South European or the Mediterranean model, within 

which the inhabitants of Greece, Italy, Portugal, Malta and Spain face both lower 

security and flexibility. Similarly low flexibility and security was assigned to the 

Central European States, namely to the Czech Republic, Slovakia, Poland, Slovenia and 

Hungary. 

Finally, the remaining and rather heterogeneous cluster of states (Lithuania, Estonia, 

Latvia, Ireland and Cyprus) was ranged as the one with relatively high flexibility on one 

hand, but tremendously low social protection on the other. 

These results, which are in some aspects variable from the EU (2006a) conclusions, 

suggest that the PCA-CLA analysis is obviously highly sensitive to the chosen variables 

and as the authors of this second approach Eamets and Phillips declare, some indicators 

could have been underestimated and some could have been overestimated. 
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Unlike Eamets and Phillips (2007), Muffels et. al. (2008) purely followed the EC 

(2006a) approach and besides the graphical representation (which follow), they only 

ascribed Estonia to the group of Eastern (to Central) European states. 

Figure 21: Flexicurity clusters 

 
Source: Muffels et. al. 
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CONCLUSION 

The thesis focused on the topics of flexibility and flexicurity in the EU labour markets. 

Both flexibility and flexicurity were treated here as the strategies of EU member 

countries, which try to face the new challenges coming from the higher speed and 

greater variability of the current global world.  

The thesis attempted to follow its main objective consisting in detailed analysis of both 

these issues with the ambition to outline the principal challenges and problems of either 

of them. Besides that, the thesis searched for “best practices” and attractive ideas 

experienced by the member countries in an attempt to promote either flexibility or 

flexicurity. 

These experiences, such as the German working hours’ reduction, the Dutch family 

income model, the general model of the progressive retirement or Danish best practice 

in flexicurity, were described in the thesis and in some cases experimentally transmitted 

onto the Czech labour environment.  

On the whole, the thesis contains a wide range of concepts, which were categorized into 

three chapters. The first chapter facilitates the overall understanding of the topics by 

providing the main definitions. It distinguishes and relates the pure concept of flexibility 

with the compound flexicurity model and sets them both into the EU perspective.  

Moreover, the first chapter warns against the threat of labour market segmentation, 

which could result from the promotion of pure flexibility. Such thing may happen (and 

partly do happen) if there are two groups of workers, insiders and outsiders, where 

insiders possess permanent quality contracts with a high social protection, whereas the 

outsiders depend on temporary low level contracts and are easily dismissed.  

Second chapter was devoted to the aspects of labour market flexibility. Technically, 

the chapter consists of the descriptive part on one hand and the following experimental 

part on the other. The descriptive part offers, among other things, the presentation of 

the concept of “Transitional Labour Markets”. 

The concept of “Transitional Labour Markets”, which was regarded as particularly 

interesting, suggests that transitions among employment, unemployment, education, 

family and retirement create the natural parts of the entire life-cycle. Hence, these 
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transitions should be promoted in whole the life and the previous phenomenon of one 

life-long job should be regarded as old-fashioned and undesirable. 

Within the descriptive part, the next subchapter listed the various forms of flexibility 

and classified them according to their use. It was recognized that the flexibility does not 

contain only the process of hiring and firing; but instead, there is the internal flexibility 

representing the moves of workers within the company; external flexibility for the 

moves of workers among companies; and that both these types have the quantitative and 

qualitative dimension. 

Final subchapter belonging to the “descriptive” part focused on the statistical 

representation of the flexible contracts in the total employment. It needs to be 

highlighted that there are still only a few indicators, which are being monitored and 

statistically captured by (at least) the majority of the EU member states. Within the 

comparable data, one can operate with figures about part-time employment, temporary 

employment and self-employment. Other forms of flexible contracts are either not 

monitored or the data are not generally available. To promote the flexible forms and to 

enable the exchange of experience, the statistical background should be improved. 

The experimental part gained from the three practices in the field of flexibility, which 

were experienced by some of the EU member countries, and attempted to carry out and 

assess their transferability into the Czech environment. 

First case dealt with the “reduction of working time”, which was regarded as a 

possible solution to satisfy the need of greater work redistribution within the population. 

This time, the foreign experience was extracted from France and Germany. France 

represented the reduction of working time enacted by the state, Germany, on the other 

hand, plumped for the reduction carried out by the process of collective bargaining. 

After certain time of tuning and corrections, both of the methods resulted in some 

increase in employment, which was based on the enhanced potential for the creation of 

the new job positions. Experimentally, this potential was also calculated for the Czech 

Republic by following the French example and it was derived that the potential may be 

considerably huge (see the calculation). Nevertheless, the real outcome of the policy 

really depends on the number of things, such as a particular set-up for the wage 

compensation and the corresponding productivity increase/decrease.   
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Second case followed the Dutch “twice-three-quarter model” of the job engagement 

and family income. The model, profoundly supported in the Netherlands, suggests that 

the parents should share the family responsibilities equally and hence, they both should 

work part-time. In order to facilitate the reasonable family income, the Dutch argue that 

the best set-up is maintained, when both parents work on the ¾ of the full working 

schedule. Nonetheless, however appealing the scenario seems to be, it has to be 

background by the employers willing to accept part-timers (and also employees not 

suffering for their part-times). 

The experimental block belonging to this model attempted to search through the 

institutional environment in the Czech Republic and offers the set of arrangements, 

which would give the incentives to employers to accept their employees working part-

time. It was recognized that the employers’ willingness to employ part-timers is fairly 

influenced by the amount of the fix costs per worker.  

These costs were assessed and that the incentives in a form of adjustment of the level of 

social contribution were derived. The main finding is that the structure of social 

contribution, which would promote part-time jobs, would have to be step-like. The steps 

would have to correspond to the various numbers of hours (see the chapter) and then the 

specific level of social contribution is derivable according to quite strait-forward 

equation, which was extrapolated. 

Final case deals with the model of “progressive retirement”. It reflects the process of 

ageing of the population and the fact that the social systems suffer from lack of 

resources. Hence, it is highly desirable that older people stay longer on the labour 

market and at least partly support themselves. Within the EU member states, there are 

two models of progressive retirement in existence. First refers to pre-retirement age 

workers, who objectively cannot or simply do not wish to work full-time; second refers 

to pensioners, who on the other hand wish to earn some extra money. 

The Czech Republic provides for the early retirement, however, the chance of later 

progressive retirement is rather limited. The pensioner may either work for a period 

shorter then a year and in that case may continue receiving the retirement benefit, and 

moreover it has to be for the little money. Or he/she can simply postpone the request for 

the pension. 
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The experimental part here assessed the different constellations of the retirement 

scheme in relation to the advantage to postpone the retirement age. It was found that 

under the current rules (valid for the year 2007), it really pays-off to work an additional 

year with the vast majority of income level, because the break even point is equal to the 

monthly salary of 1 194 900 CZK. For two years of additional work it pays off for all 

incomes lower then 955 910 a month and even ten years of extra work are beneficial for 

most incomes (lower then 367 661).   

However, if the pension scheme changed and the reference period would have been 

shorter, it may be beneficial to work an additional year only for those with relatively 

low income (for more information see the chapter). To sum up, two general findings 

could be derived from this section. Firstly, that the length of the reference period is very 

influential for supporting or discouraging the later retirement and secondly, that the 

lower the wage is the more additional years are beneficial to work. 

Third and the final chapter focused on the concept of flexicurity on the labour market. 

Firstly, it described the process of the flexicurity introduction on the EU level and 

distinguished the different sorts of both flexibility and security. Most importantly, it 

highlighted that the security shifts within this concept from the job security towards the 

employment security or rather employability. In other words it means that people are 

not aimed to be kept stuck with their current jobs, but they should be guaranteed that 

they will find a new job quickly. In this case, however, the best guarantee is provided by 

their out up-to-date set of skills. 

Further part of the chapter is devoted to the experience of the country, which perform 

the best with regard to the flexicurity principles. Denmark builds its flexicurity success 

on the so called “flexicurity triangle”, where the angles are represented by flexible 

labour markets, generous welfare scheme and active labour market policies. In practice, 

the Danish people find and loose jobs very often. Nevertheless, for the short period of 

time, which is given to them for the job search, they are provided with quite generous 

unemployment benefits. If they do not succeed in the job search, they need to enrol in 

the active labour market programmes to retain their benefits. As the enrolment in such 

policies is often perceived negatively, it does motivate people to find the job before this 

obligation rings. 
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Other part analyses the most common labour market tools. It argues that the southern 

countries such as Spain and Portugal show the strictest labour market policy, while the 

regulation in the Anglo-Saxon countries is most released. Moreover, it suggests that 

stricter employment regulation does have a negative effect on the employment prospects 

of the weaker groups and hence support the labour market segmentation. On top of that, 

it was recognised that the stricter regulation (mj. tighter firing rules) do not make 

workers feel more secure. 

On the contrary, there is an extensive agreement that the generous unemployment 

benefits assure the security of workers. Nevertheless, the benefits need to be well 

designed in order to promote motivation of unemployed to actively search for the job. 

Hence, not only the absolute amount of the unemployment benefit, but also the length of 

paying and the conditions for paying are what determines whether the benefits perform 

their primarily role. 

Final part is devoted to the measurement of flexicurity. As there is no clear labour 

market indicator, which would allow doing so, the process is rather long-lasing and 

quite complicated. The prevailing technique for flexicurity measurement so far is the 

tandem method of Principal Components Analysis and the Clustering Analysis. By 

using this approach one can end up with the categorization of EU member countries 

according to their flexicurity performance. Very predictably, the Nordic countries 

(Sweden, Denmark, Finland and Netherlands) were rated as the true examples of 

flexicure countries, whereas Mediterranean, Eastern and the Central European countries 

still occupy the least flexicurity positions. 

To end up, the flexibility and flexicurity issues are in the centre of concern of the EU 

bodies. They are finding their “place in hearts” of the individual EU member states and 

they are being promoted by the countries as the priorities within their EU Presidencies. 

Nonetheless, each country needs to assess their own environment in order to make a 

valid decision, which way to go within flexicurity. 
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APPENDIX 
 
APPENDIX 1: CALCULATION OF THE NUMBER OF WEEKS TO 
BE COVERED IN THE WORKING SCENARIO AND THE 
WORKING REDUCTION SCENARIO 

For the calculation the Czech potential for new job creation, which may arise from 

greater redistribution of work between workers, it was necessary to determine, how 

many weeks are actually worked by workers on average. This figure was demanded by 

the fact that corresponding figures were gained for the “reference week”, which entails 

only the weeks actually worked. 

The number of weeks was approximated using the following rationales: 

• The number of weeks actually worked is equal to the number of weeks in a year 

minus the number of weeks on vacations, illnesses and other days off. 

• The OECD (2006) published the average number of hours worked by the person 

in employment, which was equal to 2002 hours for the Czech Republic in 2005. 

• There were 4764 thousands of people in employment in the year in 

consideration. 

• If we multiply these two figures above (2002* 4764 000) we will derive the 

number of hours worked by the entire population in employment within the year. 

This figure is equal to 9 537 528 thousands – which is taken as a reference 

(benchmark). 

• The number of weeks actually worked was then looked as a proxy – the 

number of weeks referring to the closes sum of hours worked in the sum by full- 

timers and part-timers 
In 
Employment  Full-time 

Hours a 
person 

Hours per 
group week Hours 52 weeks Hours 48 weeks Hours 47 weeks 

4764  4530 42,7      193 435,3     10 058 634,0         9 284 893,0          9 091 457,7   
        

  Part-time      
  233,2 23         5 363,6          278 907,2            257 452,8              252 089,2  
 
 
        
Total        10 337 541,2          9 542 345,8           9 343 546,9  

 

• The figures in bold were given (sources are stated in the main body of the thesis) 

• Hours per group for a week were derived by multiplying the previous two 

figures 
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• And then the result – the number of hours for all full time workers (all part-time 

workers respectively) worked in a week was multiplied by every individual 

number of weeks in question. The number of weeks regarded was from 45 to 52. 

These results were counted up for full-timers and part-timers and the figure, 

which was nearest to the benchmark, was taken. The corresponding number of 

weeks is 48. 
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APPENDIX 2: CALCULATION OF THE RETIREMENT BENEFIT 

This appendix explains the basic mechanism of the retirement benefit calculation. It 

refers to the chapter 2.4.3 of this diploma thesis, which shows the sensibility of the 

retirement benefit to the length of the working period. The mechanism follows the 

procedure accessible from: http://www.mesec.cz/clanky/vypocet-starobniho-duchodu-

pro-rok-2007/; which was lastly referred by 3.3. 2008. 

The mechanism is described by the following steps: 

1) The date of the retirement benefit entitlement 

The retirement age (AR) for the Czech pension beneficiaries in 2007 may be derived 

from the following table according to the year of birth. The received age a sum of years 

(Y) and months (M):  AR = Y + M 

Year of birth  1943 1944 1945 1946 1947 1948 1949 1950 1951 1952 1953 1954 1955 1956 
Males 61+4  61+6  61+8 61+10 62  62+2 62+4 62+6 62+8 62+10 63  63  63  63  

No children 58+8  59  59+4 59+8 60  60+4 60+8 61  61+4 61+8  62  62+4  62+8 63  

1 child  57+4  57+8  58  58+4 58+8 59  59+4 59+8 60  60+4  60+8  61  61+4 61+8  

2 children 56  56+4  56+8 57  57+4 57+8 58  58+4 58+8 59  59+4  59+8  60  60+4  

3 – 4 children 54+8  55  55+4 55+8 56  56+4 56+8 57  57+4 57+8  58  58+4  58+8 59  

Females 

5 and more  53+4  53+8  54  54+4 54+8 55  55+4 55+8 56  56+4  56+8  57  57+4 57+8  

2) Total length of employment  

Total length of employment TE is equal to the sum of all days in employment including 

vacations, declared illnesses, educational periods and the army services. 

 

3) Calculation of the Base of Assessment 

For all retirements during the year 2007 only the incomes gained in the period from 

1986 till 2006 are considered. The earlier incomes are recalculated to their present value 

by using coefficients in the following chart. 

Year 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 
Coefficient 6,795 6,655 6,507 6,35 6,129 5,311 4,337 3,462 2,92 2,464 2,081
Year 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006   
Coefficient 1,883 1,722 1,591 1,49 1,376 1,282 1,201 1,126 1,071 1   

 

a) By multiplying the yearly incomes by the correspondent coefficients (from the 

chart) and by making the sum of them we get the Sum of recalculated incomes.  
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b) If there are no out of employment periods in the career, the Sum of recalculated 

incomes is used for the calculation of the “average daily income”, which is equal 

to the Sum of recalculated incomes divided by the days in question (in 

employment). For the calculation of the model with the career gaps, refer to the 

primary sours available on http://www.mesec.cz/clanky/vypocet-starobniho-

duchodu-pro-rok-2007/, however, this thesis abstract from this alternative. 

c) The “average daily income” (ADI) is then used for the calculation of the 

personal base of assess (PBA) by taking:  

PBA = ADI * 30,4167; 

where the coefficient 30,4167 is taken as an average length of a month. 

 
d) Then we derive the base of assess (BA) using the following chart:  

Table 7: Categorized social contribution  
Calculation of the base of assess 

For PBA: Obtained BA: 
Lower then 9600 CZK BA = PBA 
Between 9601 and 23300 BA = 9600 + (PBA-9600)*0,3 
Over 23301 BA = 13710 + (PBA-23300)*0,1 

4) The retirement benefit 

After the base of assess is obtained, we derive the total size of pension benefit (PB) 

according to the equation below:  

PB = 1570 + (BA*0,015*number of years totally worked) 

 
5) Special case: Early or late retirement 

If the early or late retirement needs to be considered, we need to calculate the difference 

between the statutory retirement age and the actual retirement age with the day 

accuracy. 

• In the case of late retirement: we include every completed 90 days of additional 

service in the number of years totally worked (which may then become even an 

decimal number – 25,25 for instance). 

• In the case of early retirement: for every started 90 days we have to decrease PB 

for 0,9% or 1,3% according to the law circumstances, for further detailed refer 

to: http://www.mesec.cz/clanky/vypocet-starobniho-duchodu-pro-rok-2007/ 
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APPENDIX 3: THE WILTHAGEN MATRIX OF FLEXICURITY 

The matrix is to provide the cross-section between the dimensions of flexibility and 

security in the model of flexicurity. It is filled with the examples of the instrumental 

variables for flexicurity policy as they were proposed in Wilthagen (2004) and cited in 

EMCO (2006).   

 
 

The matrix of flexicurity 

 
Source: Wilthagen (2004, cited in EMCO, 2006) 

 
 


